Response to First Data Request of Commission Staff Dated December 19, 2008 T

LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2003-00433

Question No. 56

Responding Witness: Valerie L. Scott

Q-56. Provide complete details of LG&E’s financial reporting and rate-making
treatment of SFAS No. 143, including: '

A-56.

a.

b.

The date that LG&E adopted SFAS No. 143.
All accounting entries made at the date of adoption.

All studies and other documents used to determine the level of SFAS No.
143 cost recorded by LG&E.

A schedule comparing the depreciation rates utilized by LG&E prior to and
after the adoption of SFAS No. 143. The schedule should identify the assets
corresponding to the affected depreciation rates.

LG&E adopted SFAS No. 143 as of January 1, 2003.
See attached for accounting entries made to adopt SFAS 143.

See attached for documents used to determine the level of SFAS No. 143
cost recorded by LG&E. Please note that information protected from
disclosure by the attorney-client privilege has been redacted.

See LG&E Exhibit 56-D for a schedule comparing the depreciation rates
utilized by LG&E prior to and after the adoption of SFAS No. 143. For
underlying assets LG&E utilized the depreciation rates approved by the
Commission in Case No. 2001-141 both prier to and after the adoption of
SFAS No 143. For ARO assets set up pursuant to SFAS No. 143, LG&E
utilized the rates approved by the Commission in Case No. 2001-141
excluding the net salvage component.
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Executive Summary

In June 2001, the Financial Accounting Standards Board (FASB) issued Statement of
Financial Accounting Standards No. 143, Accounting for Asset Retirement Obligations,

LG&E Energy Corp. and associated Companies (the Company) intend to adopt Statement
143 as of January 1, 2003.

Statement 143 results in significant accounting change for the Company and its regulated
utilities. The standard changes the way companies recognize and measure legal
retirement obligations that result from the acquisition, construction and normal operation
of tangible long-lived assets. A legal obligation is an obligation that a party is required to
settle as a result of an existing or enacted law, statute, ordinance, or contract. '

Prior to Statement 143, the Company’s regulated utilities accrued retirement and removal
costs as a component of depreciation expense. SFAS 143 prohibits this approach for
assets within its scope. Asset retirement obligations (AROs) must now be recognized as a
liability and measured at fair value. The cost associated with the recognition of the asset
retirement obligation is capitalized as part of the related asset’s book cost and is
depreciated over the expected life of the asset.

The asset retirement obligation is initially recorded at fair value. In each subsequent
period, the liability is increased through the recognition of accretion expense. Much as
depreciation expense allocates the cost of installing an asset over its useful life, accretion
expense allocates the cost of removing an asset over its useful life. Accretion expense
appears as an operating expense in the income statement.

At adoption the Company must recognize the cumulative effect of applying the statement
as a change in accounting principle. The amount reported as a cumulative effect
adjustment in the statement of operations is the difference between the amounts
recognized in the statement of financial position prior to the application of Statement 143
and the net amount that is recognized in the financial statements by applying the
standard. Asset retirement obligations that are currently recorded by the regulated

utilities as part of accumulated depreciation will be reversed as part of the cumulative
effect adjustment.

The Company expects to book significant ARQ assets and liabilities related to its
regulated utilities. However the Company expects the standard to be revenue neutral for
its utility operations through the application of SFAS 71, Accounting for the affects of
Certain Types of Regulation. (See Appendix H, pg. 21)
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Planning

The Company began planning for SFAS 143 in the 4 quarter of 2001. A four-stage
implementation timeline was developed consisting of analysis, planning, implementation
and adoption stages.

The planning stage involved developing the proper approach, reactions and strategies. It
also involved communication with regulators, outside auditors and industry members and
associations to evaluate consistency with the industry.

During 2001 and 2002 the Company participated in numerous industry and regulatory
forums to gain an understanding of the standard and to ensure consistency with the
industry. These forums included:

EEI Asset Retirement Obligations Seminar — October 2001

EEI Roundtable Discussion on Accounting for AROs — March 2002
EEI — FERC Accounting Liaison meeting April 2002

FERC Technical Conference — May 2002

AGA/EE1 ARO Seminar — July 2002

EEI — FERC Accounting Liaison meeting October 2002

Through its participation in these forums the Company has developed an understanding
of the standards’ technical requirements consistent with the industry. The Company
advocated this understanding before the Federal Energy Regulatory Commission at the
EEI — FERC Accounting Liaison meetings in April and October 2002. On April 9, 2003
the FERC issued Final Order No.631 ‘Accounting Reporting and Rate Filing
Requirements for Asset Retirement Obligations” in Docket No. RMO2-7-000. The Final
rule was consistent in all material respects with the company’s understanding of SFAS
143.

The Final Rule in effect revises the FERC chart of accounts to accommodate FAS 143
accounting. Specifically it establishes new balance sheet accounts for the ARO assets
and liabilities. It also establishes new income statement accounts for accretion and
depreciation expense. In addition, the NOPR grants utilities the authority to transfer
removal costs previously accrued under regulatory accounting practices to the new
liability accounts. Thus, all ARO assets within the scope of SFAS 143 will be subject to
the new FERC accounting procedures. Current regulatory depreciation practices remain
in place for all non-ARO assets. Because the Final Rule provides for the establishment of
regulatory assets and liabilities when companies meet the requirements of SFAS 71, the
Company expects SFAS 143 to be revenue neutral for its reguiated entities.
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Analysis

The analysis stage, which also began in first quarter 2002, was a coordinated effort of
accounting, legal, environmental, operations and senior management personnel. The
determination of whether assets are within the scope of Statement 143 is essentially a
review of legal documents past and present that relate to the purchase, construction,
development, or normal operation of the asset. The Company has numerous tangible
long-lived assets that were constructed over many decades. Thus, significant effort and
resources were required to identify the legal obligations associated with plant assets.

The Company addressed the analysis stage from both a legal and operations perspective.
First, a working group was assembled representing legal, accounting, environmental and
operating personnel. This group was trained on the standard, including what qualified as
an ARO and how to identify qualifying AROs, prior to the identification process

The legal department was then asked to perform a review of legal documents including
laws, statutes, contracts, permits, certificates of need and right of way agreements.
Operations personnel were asked to identify and quantify known retirement and removal
activities undertaken within their group for review as a potential ARO. The
environmental group was asked to identify any environmental regulation that obligated
the company upon disposal of an asset.

Through this process, a preliminary inventory of ARO assets was quantified for each
functional group and the relevant legal requirement was documented. Preliminary results
by functional group are as follows.

Generation

Neither LG&E nor KU identified a legal obligation to demolish steam generating plants

or restore the land to “green field condition” when a power plant is decommissioned.

The utilities’ past practice has been to secure retired generating sites in a safe manner and |
abandon the plant in place. Although no legal obligation exists for the generating units as
a whole, both utilities identified AROs associated with component assets when a

generating plant is decommissioned. These AROs primarily arise from environmental
regulation.

The preliminary inventory of steam generation obligations were identified, in part, based
on the Company’s recent experience with the retirement of its Pineville generating unit.
The Pineville generating unit failed in early 2002 and was retired from the Company’s’
books. Becanse the failure and retirement occurred prior to the implementation of SFAS
143 it was not within the scope of the statement. However, based on that experience,
operating personnel developed an inventory of potential AROs and actual third party

decommissioning costs related to steam generating assets. Potential AROs identified
included:
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Holding pond remediation

Coal and limestone storage pile remediation

Boiler water remediation

Oil storage tank remediation

Removal and disposal of underground storage tanks

Empty and remediate all above ground hazardous material storage
Remove and remediate all mercury sources

Drain generation step up transformers and wrap in nitrogen blanket

Ground water monitoring

In addition to the potential AROs suggested by the Pineville experience, the evaluation
included a search for potential AROs that were not pertinent to Pineville, but might relate
to another facility. Each power plant manager was asked to evaluate the retirement
activities necessary at their location to identify potential AROs specific to that location.

Once generation personnel developed the inventory of potential AROs, the
Environmental Department was asked to document the regulatory requirement giving rise
to the obligation, When no environmental obligation was found the legal department was
asked to review the potential ARQO to determine if any legal obligation existed. Through
this process, the Company was able to establish a definitive legal/regulatory obligation
for each ARO included in the final inventory.

The Company’s findings based on actual experience at Pineville and the input of power
plant managers are consistent with the industry white paper published by the Edison
Electric Institute (EEI) in August 2002.

Hydro Generation

LG&E operates its Ohio Falls plant under a 30-year licensing agreement with the U.S.
Army Corps of Engineers. This agreement requires the dam to be restored to the Corps’
specifications upon abandonment of the plant. The cost of this restoration is estimated at
$8 million. The Company has renewed the licensing agreement with the Corps of
Engineers continually since the plants’ construction and expects to renew the agreement
continually at each expiration date. Therefore, because the hydro plant has an
indeterminate retirement date no ARO liability is being established at this time.

KU owns two hydro facilities, Dix Dam and Lock 7. Estimated decommissioning costs
for these plants are $1.3 million and $3.4 million respectively. However, a legal review
the hydro licenses found no specific legal obligation upon the final decommissioning of
these plants. It should be noted, however, that permitting authorities, particularly FERC,
have significant inherent discretion in setting conditions to permit a surrender of a permit.
These conditions are based upon the specific facts, issues and concerns at the time of
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decommissioning. In the case of Lock 7, a study determined that it was likely that
surrender of the FERC permit would involve both removal of generation equipment and
demolition of station down to water line. Because no specific legal liability was
identified and the retirement date is indeterminate no ARO liability is being established at
this time.

Electric Transmission and Distribution Plant

In general, the Company and the industry operate its transmission and distribution (T&D)
lines as if the assets will be operated into perpetuity. Even if the utility were to cease business,
it is more likely than not that another energy company would simply takeover the lines.

LG&E and KU own transmission and distribution lines that operate under perpetual property
easement agreements. These easements do not generally require restoration of the right of
way or removal of the property. If an easement were to be released, the company would retire
the equipment in place and maintain it in a safe manner.

However, there are components of T&D that have retirement obligations associated with
them due to environmental or other contractual agreements. KU and LG&E have certain
electrical equipment containing PCBs, such as transformers and capacitors, which require
special disposal. Both companies undertook a program in the 1980’s to replace this PCB
impaired equipment. Thus the companies have few if any obligations related to PCB
contamination. The retirements related to these assets were addressed for frequency and
materiality to determine if the interim retirement would fall within the scope of SFAS
143 as described below.

Per Mike Toll Manager Transmission Planning and Substations, there are no legal or
environmental requirements for disposal of station transformers. Other substation
equipment such as bushings may have some obligation related to PCB contaminants. If
so, this equipment must be disposed of per EPA regulation. However the cost, less than
$20K per year, is immaterial. In 2002, the Company disposed of four assets at a cost of
$17K. The 2002 activity was higher than normal according to Mike Toll. In addition,
specific assets impacted are not identifiable until failure or replacement.

Per Andre Johnson, Team Leader Environmental and Transformer Services, PCB
contaminated line transformers must be disposed of per environmental regulation. The
company disposes of PCB contaminated line transformers through a third party vendor.
LG&E costs were approximately $10K in 2002. KU costs were approximately $42K in
2002. Based on 2002 disposals the cost of this activity on an annual basis is immaterial.
In addition, specific assets impacted are not identifiable until failure or replacement.

Both utilities determined that the retirement of T&D generation step up transformers are
within the scope of SFAS 143 since a final retirement date and decommissioning costs
could be reasonably estimated. These transformers are located at the generating stations
and subject to certain environmental requirements upon final retirement of the generating
units. No other AROs were identified related to interim T&D retirements.
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In summary, LG&E and KU have identified certain T&D obligations related to the final
retirement of generating units. No other material retirement obligations were identified
for Electric Transmission and Distribution; In addition, the Company’s T&D system as a
whole is being operated as a perpetual asset. Therefore, the retirement date is
indeterminate and no ARO can be calculated. This position is consistent with both the
EEI white paper and industry practice.

Gas Transmission and Distribution Plant

LG&E owns a gas transmission and distribution system that operates under perpetual
property easement agreements. If an easement were to be released, the Company does
not have an obligation to remove the system but retires it in place. The Company
operates the gas transmission and distribution system as if the assets will be operated into
perpetuity. Even if the utility were to cease business, it is more likely than not that
another energy company would takeover the lines.

However, LG&E operates wells in its gas storage system that must be plugged if
abandoned, per Kentucky mines & minerals law/regulations. Because LG&E intends to
operate the wells perpetually and the retirement date is indeterminate, no ARO has been
established. The estimated cost of plugging the 546 wells is $17 thousand per well or
$9.2 million in total.

LG&E also operates 4 above ground gas compressor stations under perpetual lease
agreements. The ground leases for the Muldraugh KY, Cedar Fields IN, and
Brandenburg KY (Riggs and Doe Run sites) were reviewed for contractual obligations.
A 1946 letter of agreement to the Brandenburg KY (Riggs site) lease requires LG&E to
"return it to lessor on the expiration of the this lease in approximately the same condition
as found at the present time." The estimated cost to dismantle and remove the
Brandenburg station is $48 thousand.

Beyond the above, the leases did not contain any required actions upon abandonment
except an obligation to pay $1 to terminate the lease itself. (Additionally, under the

Muldraugh lease, LG&E is permitted, but not required to remove equipment. Facilities
left after termination become government property.)

Because the review of the agreements revealed no legal obligations, other than for the
Brandenburg/Riggs site, no AROs are being established. In addition because the
Brandenburg/Riggs site is operated as a perpetual asset with an indeterminate retirement
date no AROQ is being established for that site. However the estimated costs of the

Brandenburg/Riggs contractual obligation is being disclosed in the footnotes to the
financial statements.
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In summary, LG&E has identified certain immaterial obligations related to the abandonment
of its gas storage wells and the Brandenburg compressor station. No other AROs have been
identified for Gas Transmission and Distribution. Because the system is being operated as a
perpetual asset and the retirement date is indeterminate no AROs are being established. The
amount of the potential obligation at the Brandenburg site is being disclosed in the footnotes to
the financial statements. This position is consistent with both the EEI white paper and
industry practice.

Cash Flow Modeling

Concurrent with the identification of potential AROs, the company has developed a cash
flow model to calculate and comply with the various recognition and measurement
provisions of the standard. (See Appendix A} The model calculates:

1.

A

The amount of the ARO asset and liability to be established as of the original in
service date

Annual accretion expense from the original in service date

The cumulative ARO liability at the transition date

Depreciation expense on ARO asset from the original in service date
Cumulative depreciation on ARO asset at the transition date

Depreciation and Removal cost related to underlying asset from the original in
service date

Regulatory asset/liability due to the difference between regulatory and GAAP
accounting methods

Inputs to the model are as follows:

L.

Asset original cost - Original installation costs per company fixed asset records.
This is the basis for determining removal costs previously accrued through
regulatory depreciation.

Regulatory depreciation rate- Depreciation rate established in Company’s most
recent depreciation study.

Salvage rate- Calculated rate based on net salvage data from Company’s most
recent depreciation study. This represents the removal cost component of
regulatory depreciation rates.

GAAP depreciation rate- the regulatory depreciation rate less the salvage rate.
This represents depreciation allowable under SFAS 143. This rate is applied to
the ARO asset and the underlying tangible asset going forward.

In service date- Original asset in service date per company fixed asset records.
Retirement date- Estimated retirement date based on Company’s most recent
depreciation study.

Discount rate-Current corporate utility bond index rate for A rated issuers as
reported by Bloomberg. 6.61 % as of December 2002.

Inflation rate- 30-year Treasury bond rate less 30-year inflation adjusted bond rate
as reported by Bloomberg. 2.1% as of November 2002.
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9. ARO in Current $- Estimated fair market cost to settle obligation today

Accounting Systems

Based on the guidance issued in the FERC Final Order, the Company believes that
significant software modifications are not necessary to implement SFAS 143. Because
the number of AROs is limited, the company expects to track AROs with its current
accounting system and spreadsheet applications. The Company’s chart of accounts and
accounting systems were modified to reflect the new income statement and balance
sheet accounts established in the FERC NOPR.

Accounting Procedures

The FERC Final Order on SFAS 143 requires that the Company keep subsidiary records
and supporting documentation for each asset retirement obligation. The Company must
record the identity and nature of the legal obligation, the year incurred, the underlying
asset giving rise to the obligation and supporting computations related to the
measurement of the obligation. The Company has revised its accounting procedures to
comply with the FERC requirements as follows.

Initial ARO Establishment-

1. ARO Asset-Upon establishment of an ARO, an asset equivalent to the present
value of the retirement obligation is established in the appropriate FERC plant
account of the ORACLE fixed asset module. The fixed asset records shall
include a description of the ARO asset including the underlying tangible asset #,
the amount of the asset, the FERC plant account, the location code, the original
in service date and the estimated retirement date

2. Underlying Tangible Asset-The ARO asset is linked to the underlying tangible
asset in existing records by referencing the asset number of the underlying asset
in the description field of the ARO asset.

3. ARO Liability-An offsetting liability is established in account 230 by creating a
distinct and separate project for each ARO liability in the ORACLE project
accounting module. The project accounting records shall include a description of
the ARO liability, the related ARO asset #, the underlying tangible asset #, the

amount of the original liability, the location code, the ARO inception date and
the expected settlement date

Depreciation
1. ARO Asset - Depreciation expense related to the intangible ARO asset is
charged to account 403.1, “Depreciation for Asset Retirement Costs”. A
corresponding credit is charged to Account 108.1 “Accumulated Rcscrve for
Depreciation of ARO Assets”
2. Underlying Tangible Asset - Depreciation expense related to the underlying
tangible asset is charged to account 403 “Depreciation Expense.” A

corresponding credit is charged to Account 108 “Accumulated Provision for
Depreciation of Electric Utility Plant™.
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3. Depreciation rates — The depreciation rate approved by the Public Service

Accretion
1.

Commission for regulatory accounting purposes is applied to the underlying
asset. However, because SFAS No. 143 does not allow the accrual of removal
costs through depreciation for assets within its scope and because the Company
qualifies for SFAS 71 treatment, a regulatory asset or liability will be established
to record the difference between depreciation allowed by regulators and that
allowed by GAAP.

The depreciation rate allowed by GAAP is applied to the ARO asset going
forward. The GAAP rate is the rate approved in the Company’s most recent
depreciation study less the net salvage component.

Accretion expense — Accretion expense is charged to account 411.10, “Accretion
Expense”. A corresponding credit is charged to Account 230 “Asset Retirement
Obligations”

Cumulative Effect adjustment

1.

The cumulative effect adjustment is established by a debit to account 435
“Extraordinary Deductions™. Offsetting credits are charged to account 230,
“Asset Retirement Obligations” for the accumulated accretion and to Account
108.1, “Accumulated Reserve for Depreciation of ARO Assets” for accumulated
depreciation. (The cumulative effect adjust is equivalent to the total accumulated
accretion and depreciation expense that would have been accrued if the liability
had been established at the time the liability was originally incurred, less any
removal costs accrued through regulatory depreciation)

Regulatory Assets and Liabilities

1.

Regulatory Assets —Pursuant to SFAS 71, depreciation and accretion expense
related to the ARO asset and liability is offset with a regulatory asset. The
regulatory asset is established by a debit to account 182.3, “Regulatory Assets”.
A corresponding regulatory credit is established in account 407.4 “Other
Reguiatory Credits”. (See Appendix I}

Regulatory Liabilities — Pursuant to SFAS 71 previously accrued removal costs
in excess of that allowed under SFAS 143 is offset with a regulatory liability.
The regulatory liability is established by a credit to account 254, “Regulatory
Liabilities”. A corresponding debit is established in account 407.3 “Other
Regulatory Debits”

Settlement

1.

Gain on Settlement — Gains resulting from the settlement of an asset retirement
obligation are charged to account 411.6, “Gains from Disposition of Utility
Piant”

Loss on Settlement - Losses resulting from the settlement of an asset retirement
obligation are charged to account 411.7, “Losses from Disposition of Utility
Plant”(see Appendix H)
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Identifying Removal Costs Currently Recorded

The Company estimated the amount of removal costs related to AROs recorded in its
accumulated reserve. The estimate is based on data from the Company’s most recent
depreciation study. Based on that study the Company determined the removal cost
component inherent in each depreciate rate. That removal cost component is applied to
the original cost and in-service date of the underlying asset to estimate the removal cost
accrued for the specific asset. The estimated removal costs related to ARO assets was
removed from the accumulated reserve pursuant to the FERC Final Order No.631

‘ Accounting Reporting and Rate Filing Requirements for Asset Retirement Obligations™.

Subsequent to the Company’s implementation of SFAS 143 the FERC issued its Final -
Order No. 631. The order required Companies to estimate the cost of removal embedded
in the accumulated reserve for non-ARO assets and to segregate those cost within
Account 108 for reporting purposes.

Pursuant to that Order, the Company contracted for an independent analysis of non-ARO
removal costs to be performed in conjunction with its 2003 depreciation study. That
analysis was completed and in December 2003 a journal entry was prepared segregating
those removal costs within FERC Account 108 “Accumulated Provision for Depreciation
of Electric Utility Plant™.

Implementation

In the implementation stage which began in the 3™ quarter 2002, t the company;

1. Identified removal cost previously accrued

2. Determined ARO asset write-ups

3. Quantified regulatory assets/liabilities

4. Modified accounting Systems

5. Revised Accounting Policies

6. Communicated with Regulatory Agencies

7. Discussed implications with the Tax Department

8. Drafted required financial footnotes and disclosures

9. Obtained final management approval

10. Obtained final verification that all regulatory requirements have been identified
11. Verified consistent application across all assets

12. Verified that all obligations identified are included in the calculations
13. Verified that obligations exist for all assets included

14. Ensured compliance with the final FERC order

15

. Reviewed final product with PriceWaterhouseCoopers

10
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Adoption
The company adopted SFAS 143 effective January 1, 2003

11



Response to PSC Question No. 56(c)
Page 13 of 376
Scott

Appendix A

SFAS 143 Cash Flow Model Summary

{See cash flow binder for detail by location)
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Totai Utility Operations Scott
ARO Journai Entries
{$000's)
Annual Amount

DESCRIPTION DEBIT CREDIT
[ JOURNAL ENTRIES REQUIRED AT iIMPLEMENTATION B - R ]
{.ong Lived Assets - ARO - (New Account) 10,045
COR Liability Accrued to Date 4,282
Reguiatory Asset 11,290
Cumulative effect 11,290
Regulatory Credits i 11,290
Regutatory Liability (New Account) 1,830
Accumulated Depraciation of ARO Asset - (New Account) 2,433
ARQ Liability - {fNew Account) 21,255

36,908 36,908

To record the Implementation of FAS 143

Long Lived Assets - ARD - 8BS Account 317 10,045
ARO Liability - BS Account 230 10,045

To record the initial present value of ARO liability

- |Upon implemeantation of FAS 143, the AROQ liability (in current dollars) must be future valued at the
anticipated inflation rate. The ARC liability must then be present valued back to when the liability
was incurred using risk free rate plus risk premium at the time the liability was incurred.

The ARO asset is valued at the present value of the liability at the time the liabitity is incurred.

Cumulative Effect Adjustment - IS Account 435 2,433
Accumulated Depreciation of ARO Asset - BS Account 108 2,433

To record accumulated depreciation on ARO assets

Assumes the ARQ Asset is depreciated over the same life and method as the asset for which
the ARQ is attached.

The cumulative affect adjustment is offset by a credit to other regulatory credits (Account 407)
and a debit to Regulatory assets {Account 182.3)

Cumulative Effect Adjustment = 1S Account 435 11,210
ARO Liability - BS Account 230 11,210
To record accumuiated accretion on ARO liability

The total accretion expense that would have been incurred if the liability was accreted from the time
the liability was incurred to date.

The cumuiative affact adjustment is offset by a credit to other regulatory credits (Account 407)
and a debit to Regulatory assets (Account 182.3)

Accumitated Deprecation- BS Account 108 4,283
Reguiatory Liability - BS Account 254 1,920
Cumulative Effect Adjustment - IS Account 435 2,352

Yo reclagsify existing Cost of Removal
The COR liahility currently reflected on the Baiance Sheet must be fully reversed from the reserve.

The cumulative affect adjustment is offset by a credit to other regulatory credits (Account 407}
and a debit to Regulatory assets (Account 182.3)

Regulatory Assets - 85 Account 182.3 11,290
Regulatory Credits - 1S Account 407 11,290

Because ARO costs gualify for SFAS 71 treatment The cumulative affect adjustment is offset

by a credit to other regulatory credits {Account 407) and a debit to Regulatory assets (Account 182.3)

Summary-143 Model.xts Tatai Utility Transition JE Jof 7T



Louisville Gas and Etectric Company
ARO Joumnal Entrias
($000's)

DESCRIPTION

Response to PSC Question No. 56{c)
Page 18 of 376
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Annual Amount

DEBIT  CREDIT

[ JOURNAL ENTRIES REQUIRED AT IMPFLEMENTATION

Lang Lived Assets - ARO - (Now Account}

COR Liahility Accrued to Date

Regulatory Asset

Cumuliative effect

{Regulatory Credits

Regulatory Liability {New Account)

Accumulated Depreciation of ARDO Asset - (New Account}
ARO Liability - (New Account)

To record the lmglementatian of FAS 143

Long Lived Assets - ARQ - BS Account 217
AROQ Liability - BS Account 230

To record the initial present value of ARO liability

Upon implementatlon of FAS 141, the ARQ liability (in current dollara) must be future valued at the
anticipated inflation rate. The ARO liability must then be presant vaived back to when the liability
was incurred using risk free rate plus risk premium at the time the liability was incurred.

The ARO asset is valued at the present value of the liahility at the time the liability is incurred.

Cumulative Effect Adjustment - IS Account 435
Accumulated Depreciation of ARO Asset - BS Account 108

To record accumulated depreciation on ARD assets

Agsumas the ARO Asset is depreciated over the sama life and method as the agset for which
the ARD is attached.

The cumulative affect adjustment is offset by a credit to other regulatory credits (Account 407)
and a debit to Regulatory assets {Account 182.3)

Cumulative Effact Adjustment - IS Account 435
AROQ Liability - BS Account 230
To record accumulated accretion on ARO liability

The total accretion expense that would have been incurred if the liability was accreted from the time
the liability was incurred to date,

The cumulative affect adjustment is offset by a credit to other raguiatory credits (Account 407)
and a debit to Regulatory assets (Account 182.3) R

Accumulated Deprecation- BS Account 108
Regulatory Liability - BS Account 254
Cumulative Effect Adjustment - 1S Account 435
To reclassify existing Cost of Removal

The COR liability currently reflected on the Balance Sheet must be fully reversed from the resarve.

The cumulative affect adjustment is offset by a credit to other regulatory credits {Account 407)
and a dehit to Regulatory assets (Acecount 182.3)

Regulatory Assets - BS Account 182.3
Regulatory Credits - IS Account 407

Because ARC costs gualify for SFAS 71 treatiment The cumulative affect adjustment is offset
by a credit to other regulatory credits {Account 407) and a debit to Regulatory assets {Account 132.3)

2,746
631
5,084
5,064
5,064
104
861
1,475
13,503 13,603
2,746
2,748
BE1
861
4,729
4,729
831
104
s27
5,068
5,064

Summary-143 Made!. xts LGE Transition JE 4007
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Louisville Gas and Electric Company
ARO Journal Entries
($000's)

DESCRIPTION

Annual Amounts

DEBIT CREDIT

JOURNAL ENTRIES SUBSEQUENT 70 IMPLEMENTATION -

Depreciation Expense - iS Account 403.1
Accumulated Depreciation of ARO Asset - BS Account 108.1

Yo record monthly depreciation expense

Assumes the ARO Asset is depreciated over the same life and method as the asset for which
the ARO is attached.

4235
42.35

Regulatory Asset Account- BS Account 182.3
Regulatory Credits - [S Account 407

To reverse monthly depreciation to requlatory asset/liability (Utility is /S Neutral)

The monthly depreciation expense must be reflected against a Regulatory Asset so that all effects
of FAS 143 are income Statement neutral.

42.35
42.35

Accretion Expense - IS Account 411.1 -
ARO Liability - BS Account 230
T'o record monthly accretion expense on ARQ liability

The liability at implementation must be accreted to the anticipated cash outlay.

366.49
366.49

Regulatory Asset Account- BS Account 182.3
Regulatory Credits - 1S Account 407
To reverse monthly accretion expense fo requlatory asset/liabjlity (Utility is I/S neutral)

The monthly depreciation expense must be reflected against a Regulatory Asset so that all effects
of FAS 143 are Income Statement neutral.

366.49
366.49

Depreciation Expense .
Accumulated Depreciation
To record monthly depreciation expense on underlying asset to which ARO related

XXXX

The underlying asset to which the ARO is attached is already in G/L systems and is shown for illustrative purposes.

The original asset must somehow be linked to the ARO asset , the ARO
Liability and the Regulatory Asset / Liability.

Summary-143 Model.xis LGE Ongoing JE's 50f7




Kentucky Utilities Company
ARC Journal Entries
{$000's)

DESCRIPTION

Response to PSC Question No. 56(¢)

Annual Amount

DEBIT

CREDIT

_JOURNAL ENTRIES REQUIRED AT IMPLEMENTATION

Long Lived Aasets - ARD - {New Account)

COR Liability Accrued to Data

Regulatory Asset

Cumulative effect

Regulatory Credits

Regulatory Liability {New Account)

Accumulated Depreciation of ARO Asset - (New Account)
ARO Liability - (New Account)

To record the Img!ementalion of FAS 143

7,299
1,652
6,227
6,227

6,227
1,826
1,672
13,780

23,405

Long Lived Assets - ARO - BS Account 317
ARQ Llability - BS Account 230

To record the initial present value of ARO liability

Upon implementation of FAS 143, the ARO Hability (in current dollars) must be future valued at the
anticipated inflation rate. The ARO liability must then be present valued back to when the Habitity
‘was incurred using risk free rate plus risk premium at the time the liahility was incurred.

The ARO assat is valued at the present value of the liability at the tima tha liability is incurred.

7,299

7.299

Cumulative Effect Adjustment - IS Account 435
Accumulated Depreciation of ARQ Asset - BS Account 108

To record accumulated depreciation on ARO assets

Assumes the ARO Asset is depreciated over the same lifa and method as the asset for which
the ARQ is attached.

The cumulative affect adjustment is offsat by a credit to other regulatory credits {Account 407)
and a debit to Regulatory assets {Account 182.3)

1,572

1,572

Cumulative Effect Adjustment™ IS Account 435
ARO Liahility - BS Account 230

To record acc lated aceration on ARO liability

Tha total accretion expense that would have been incurred if the Iizbility was accreted from the time
the liability was incurred to date.

The cumulative affect adjustment is offset by a credit te other ragulatory credits (Account 407)
and a debit to Regulatory assets {Account 182.3)

6,480

6,430

Accumulated Depracation- BS Account 108
Regulatory Liability - BS Account 254
Cumulative Effect Adjustment - 1S Account 436
Jo reclassify existing Cost of Remaoval

The COR liability currently reflected on the Balance Sheet must be fully reversed from the reserve.

The cumulative affect adjustment is offset by a credit to othar requlatory credits (Account 407)
and 2 debit to Regulatory assets (Account 182.3)

3,662

1.826
1,826

Regulatory Assets - BS Account 182.3
Regulatory Credits - IS Account 407

Becayse ARD costs gualify for SFAS 71 treatment The cumuiative affect adjustment is offset
by a credit to other regulatory cradits (Account 407) and a debit to Reguiatory assats (Account 182.3}

8,227

6,227

Summary-143 Model.xis KU Transiton JE Bof7
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Kentucky Utilities Company
ARO Journal Entries

{$000's) ‘

Annual Amounts

DESCRIPTION DEBIT CREDIT

PART It JOURNAL ENTRIES SUBSEQUENT TO IMPLEMENTATION

Depreciation Expense - 1S Account 403.1 188
Accumulated Depreciation of ARO Asset - BS Account 108.1 188

To record monthly depreciation expense

Assumes the ARO Asset is depreciated over the same life and method as the asset for which
the ARQ is attached.

Regulatory Asset Account- BS Account 182.3 188
Regulatory Credits - 1S Account 407 188

To reverse monthly depreciation to requlatory asset/fliability (Utility is I/S Neutral)

The monthly depreciation expense must be reflected against a Regulatory Asset so that all effects
of FAS 143 are income Statement neutral.

Accretion Expense - IS Account 411.1 : " 786
AROQ Liability - BS Account 230 786

| To record monthly accretion expense on ARD liability

The liability at implementation must be accreted to the anticipated cash outlay.

Regulatory Asset Account- BS Account 182.3 786
Regulatory Credits - IS Account 407 786
To reverse monthiy accretion expense to requlatory assetfliability (Utility is /S neutral)

The monthly depreciation expense must be reflected against a Regulatory Asset so that all effects
of FAS 143 are Income Statement neutral.

Depreciation Expense _ oo
Accumulated Depreciation XA

| To record monthly depreciation expense on underlying asset to which ARO related

The underlying asset to which the ARO is attached is already in G/L systems and is shown for illustrative purposes.
The original asset must somehow be linked to the ARO asset , the ARO
Liability and the Regulatory Asset / Liability.

Summary-143 Model.xis KU Ongoings Je's 7of7
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RETIREMENT AND ABANDONMENT ESTIMATE
RIGGS JUNCTION GAS TRANSMISSION FACILITY
Description:
This estimate is being developed at the request of Property Accounting in compliance with new FERC rules that
require the expenses to restore sites after facilities are abandoned be accounted. The lease for the facilities at
Riggs Junction requires that LG&E restore the facility to greenspace if the area is ever abandoned.
The Riggs Junction facility contains a valve nest that interconnects two gas lransmission pipelines to three
Doe Run Upper Storage Field gathering mains and one high-pressure gas distribution main that feeds the City
of Brandenburg. The facifity also contains two pressure regulating stations; Brandenburg High Pressure
Station and Riggs Junction Regulator Assembly. In 1998, a shale recavery compressor, named the Riggs
Junction Compressor, was relocated from the site to a new shale recovery site in Laconia, IN. The existing -
building was demolished, but the building foundation remains. The foundation has not been demolished as it
could possibly be used as a foundation for pig traps for the two transmission pipelines.
This estimate is developed solely for the purpose of meeting the new FERC rules. There are no plans to
abandon this site to date.
Scope:
1. Demolish existing concrete foundation from Riggs Junction Shale Compressor.
2. Remove existing Brandenburg HP Regulator Statian.
3. Remove all of the aboveground piping of the existing valve nest at Riggs Junction. Cap all pipe below grade.
The 12" andfor 16" Doe Run Lines, the 3 - 12" Storage Field Gathering Mains, and the 12" Distribution Main will )
be abandoned in place. i
4. The Riggs Junction Regulator Assembly will be removed. The 2" Thin-Mill Steel inlat piping and the 4" PE '
outlet piping will be capped and abandoned in place.
MATERIALS
50 Ibs, *Electrodes, Welding, E6Q10, 5P, 1/8", SFA 5.1 $1.19 ] 58.50
3 Ancde, 9.[b, Magnesium $25.65 $ 76.95
70 pkg. Wax Tape $11.01 k3 770.70
24 galions, Wax Tape Primer $20.22 $ 485.28
2 Caps, 2" Forged Steel $4.86 3 972
1 Caps, 4" PE $6.30 5 6.30
4 Caps, 12", Steel . $56.53 3 22612
2 Caps, 16", Steel $68.28 $ 136.56
2 Bags, Seed, 50 Ibs $85.16 $ 170.32
25 Bails, Straw . o $5.67 $ 141,75
20 yds, Clean backfill $25.00 ] 500.00
1 lot, Miscellaneous Materials $250.00 $ 250.00
Subtotal = $ 2.833.20
Consumables = § 141.66
Miscellaneous = § 141.66
Subtotai= $ 3,116.52
G & A Qverheads = § 31.47
KY Sales Tax= § 186.99
Total Materials = ’ 3 3,334.68
COMPANY LABOR
80 hi, Inspector (Assume PG-12) $2567 5 2,053.60
4 hr, Records Coerdinatar §21.53 $ 88,12
16 tr, Distribution Mechanic A $23.73 $ 379.68

Unloaded Total Company Labor=  § 2,518.40
97% Co. Labor Loading = § 2,443.82

Total Company Labor = 5 4,963.22
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TRANSPORTATION AND EQUIPMENT
Transportation and Equipment Costs = _$ 992.64
Total T & E Expense = 5 99264
CONTRACT LABOR
4 hrs, Supervisar $45.34 3 181.38
80 hrs, Foreman $35.79 3 2,863.20
40 trs, Welder $36.05 3 1,442.00
80 hrs, Labarer $19.55 $ 1,564.00
80 hrs, Equipment Operator $30.58 3 2,446.40
80 hrs, Dump Truck Driver $22.48 $ 1,798.40
40 hrs, Equipment Charge, Welding Truck $10.00 $ 400.00
80 hrs, Equipment Charge, Backhoe $17.31 $ 1,384 .80
40 hrs, Equipment Charge, Excavator with hoe ram $180.25 $ 7,210.00
40 firs, Equipment Charge, Compressor $54.11 $ 2,164.40
80 hrs, Equipment Charge, Dump Truck $32.47 3 2,597 .60
1 lot, Contractor consumables, safety supplies, misc. materials $1,000.00 $ 1,000.00
16 crew hrs, NDT Contractor Expense $88.00 5 1,408.00
500 miles, NDT Contractor Travel Expanse $0.70 -3 350.00
1 lot, NDT Contractor Materiai Expense $280.00 ] 280.00
Subtotal= § 27.090.16
G&AOverheads= § 27090
Total Contract Labor = $  27.361.06
~ MISCELLANEQUS
6 IBEW 2100 Meal Tickets $6.00 $ 36.00
630 mscf, lost gas during blowdowns $4.00 3 2,520.00
1 lot, Construction Debris Disposal $500.00 5 500.00
i lat, PCB Analysis $350.00 $ 350.00
1 lot, Asbestos Pipe Disposal. $1,000.00 $ 1,000.00
Subtotai= $ 4,406.00
G & AQOverheads = $ 44.06
Total Miscellaneous = $ 4,450.06
- Subtotal = -1 41,101.68
{.OCAL ENGINEERING = $ 3,288.13
10% CONTINGENCY = 3 411017
TOTAL PROJECT COSTS = 3 45,499.96
Assumptions:
1. T&E charges are based upon 20% of Corpany Labor Charges.
2. Local Engineering will cover LG&E supervision labor and is based upon 8% of the total project subtotal.
3. BU Capital overheads are assumed to be 97% of base labor.
4. Assume that disposal is required for asbestos pipe coating.
S. Assume that there are no disposal costs for PCB contamination or any sther hazardous materials.
8. The 12" and 16" Doe Run Lines, the 3 - 12" Storage Field Gathering Mains, and the 12" Distribution Main wil
be abandaned in place. lgnore all customer service requirement issues. Assume service will be provided via another means.
7. Assume there will be no scrap value from the recovered pipe, valves and fittings.

Estimated by S. A. Beatty, 01/03/03
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Appendix D

Depreciation and Net Salvage Rates



Account
No.
(a)

311.00
316.00

311.60
312.00
312.00
314.00
315.00
31600

311.60
312.00
314.00
315.00
316.00

3t1.40
312.00
32.00
314.00
315.00
316.00

1,40
312.00
314.00
315.00
316.00

211.40
312.00
314.00
315.00
316.00

311.10
312.00
312.00
314.00
315.00
318.00

Loc.
Code

5591
£591

5603
5603
5603
5603
5603
5603

5604
5604
5604
5604
5604

5613
5613
5613
5613
5813
5613

5614
5614
5614
5614
5614

56815
5615
5615
5615
5815

5621
5621
5621
5621
5621
5621

Kentucky Utilities
Elgctric Division

Kantucky
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Calculation of Cost of Removal In Bock Depraciation Reserve as of Decamber 31, 2002 Based Upon
Theoretical Cepreclation Reserves (By Location and Account) Using Existing Depreclation Parameters

— Desgigtion

o)
DEPRECIABLE PLANT

STEAM PLANT

KU Generatlon-Common
Structures and Improvements
Misc. Power Plant Equipment
Total KU Gen.-Common

Tyrone Unit 3

Structuras and Improvemerits
Boiler Plant Equipment

Mandated NOX Proj.-2004 Closing
Turbogenerator Units
Accessory Electric Equipment
Misc, Power Plant Equipment

Total Tyrone Unit 3

Tyrona Units 1 8 2
Structures and Improvements
Boiler Plant Equipment
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plam Equipment
Total Tyrone Units 1 & 2

Grean River Unit 3

Siructures and Improvements

Boiler Plant Equipment

Mandated NOX Proj.-2004 Glosing

Turbogenerator Lnits

Accessory Electric Equipment

Misc. Power Plant Equipmenit

Total Green River Unit 3

. Green River Unit 4
Structures and Improvements
Boiler Plant Equipment
Turbogeneratar Units
Accessory Electric Equiprnent
Misc. Power Plant Equipment
Total Green River Unit 4

Green River Units 182
Structures and Improvements
Boiler Plant Equipmernt
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment
Total Green River Units 142

Brown Unit 1

Structures and Improvements
Boiler Plant Equipment

Mandated NQX Praj.-2004 Ciosing
Turbogenerator Unils
Accessory Electric Equipment
Misc, Power Plant Equipment

Total Brown Unit 1

Qriginat
Cost

12131402
(c)

805,715.82
1,330,284.07
2,136,999.89

5,293,6882.85
8,663,220.42
1,502,053.00
2,649.841.15
570.736.22
403,549.14
19,083,282.79

589,405.14
3,949,368.50
1.592,029.04

B828.0158.44

47,552.54
6,606,371.66

2,809,804.71
9,061,059.76
1,731,984.00
2.651,845.58
696,352.89
70,833.53
17.021,680.47

4,099,390.94
18,776.499.07
B.323,622.30
809,269.35
1,961,965.76
33.970,747.42

3,797,160.20
12.249,873.99
2,762,747.30
584,072.25
190,224.48
19.584.076.26

4.088,137.49
32,815,581.55
2142100
4,694,847.01
2,663,640.09
293,859.48
44,777 486.62

Taotal Book Adjustmert For Plant
Depr Reserve Qmitted Depr Reserve
12/31402 Retirements 12/31/02
)] (k} [

373,841.85 337,926.85
244,560.51 215,132.51
618,402.36 0.00 553,059,36
5.722,687.36 4,920,429.36
8,867,763.82 7.824,472,82
000
3,033,367.81 2,653,085,31
635,229.41 S548,104.41
245,718.29 214,760.29

13,510,767.69

676,047.70
4,048,571.28
1,813,795.27

881,009.49
49,787.51
7.469,211.32

3,228,465.61
8,870,130.27

3,041,437 48
761,113.71
5332113
15,954,468.20

'3,630,655.71
14,845,967.78
6,365,139.77
807,190,94
1,134,997.25
26,883,951.45

4,226,239.30
11,761,983.85
2,769,226.60
64948839
180,211.55
19,587,149.39

4.518,000.24
19.517,750.44

4,501,992.34
2,136,179.18
201,465 .86
31.175,389.07

0.00 16,169,832.69

566,941.70
3,306,109.36
1,478,911.27

707,580.49

39,804.51
Q00 5,099,356.32

2.845.216 61

8,086 688.27

0.00

2,755, 105.48

697.3456.71

48,341,173

Q..o 14,543,298.20

3,381,760.71
13,524,266.78
5,843,012 77
834,325.94

1,034,887.25

0.00 24,718,253.46

3.682.895.30
10,164,249 .55
2,390,366.80
564,622.39

153,691.55

0.00 16,955.825.39

4,179.478.24
17,766,421.44

0.00

4,372.650.34
1,960,528 18
181,882.86

0.00 28,450,961,07
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Table 12 - KY

Cost of Removal

Depr Resarve

12/31/02

35.915.049
29,428.00
65,243.00

793,258 00
1.043,291.00
0.00
386,302.00
87.125.00
30,959.00
2,340,935.00

109,106.00
742,462.00
334,884.00
173,420.00
9,983.00
+.369,655.00

283,249.00
773.442.00
©.00
285,732.00
63,767.00
4,980.00
1.411,170.00

248895.00
1,221,701.00
522,127.00
72,865.00
100.110.0Q
2,165,698.00

543,544 00
1.597.734.00
378,860.00
84,866.00
26,520.00
2,631,524.00

J38.522.00
1,751,229.00
0.00
429,342.00
173,651.0Q
19,584.00
2.714,426.00



Account
Na,
(a)

311.10
312.00
312.00
314.00
315.00
318.00

311.10
312.00
32.00
312.00
314.00
315.00
316.00

311.50
312.00
314.00
315.00
316.00

311.50
312.00
314,00
315.00
316.00

311.30
312.00
315.00
316.00

311,20
312.00
312.00
312.00
314,00
315.00
316.00

Loe.
Code

5622
5622
5622
5622
5622
5622

5623
5523
5623
5623
5623
5623
5823

5643
5643
5643
5843
5643

5644
5644
5644
5644

5650
5650
5650

5851
5651
5623
5623
5851
5651
5651

Kentucky Utilities

Electric Division
Kentucky

Calcutatlon of Cost of Removal In Book Depreciation Resarve as of Decamber 31, 2002 Based Upen
Thaoretical Deprectation Reserves {By Location and Account) Using Existing Dapreciation Parameters

Description
i)

Brown Unit 2

Structures and Improvements
Boiler Plant Equipment

Mandated NOX Proj.-2004 Closing
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Total Brown Unit 2

Brown Unit 3

Structures and Improvernents
Boiler Piant Equipment

Mandatad NOX Proj.-2004 Closing

Mandated NOX, Proj.-2005 Clesing
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Totat Brown Unit 3

Pineville Unit 3
Structures and Improvements
Boiler Piant Equipment
Turbogenerator Linits
Accessory Electric Equipment
Misc. Power Plant Equipment
Total Pineville Unit 3

Pineville Unlts 1 & 2
Structures and Improvements
Boiler Plant Equipmant
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Total Pinaville Units 1 & 2

Ghent 1 Pollution Control Equip.

Structures and Improvements
Boiter Plant Equipment
Turbogenerator Units
Accassary Elactric Equipment

Tatal Ghent 1 Pollution Control Equip.

Ghent Unit 1

Structures and Improvemnents
Bailer Plant Equipment

Mandated NOX Prej.-2004 Closing

Mandated NOX Proj.-2005 Clusing
Turbogenerator Units
Accessory Elactric Equipment
Misc. Power Plant Equipment

Total Ghent Unit 1

Original
Cost

12/31/02
{c)

1.452,821.22
26,010,201.59
2,237,589.00
8.729,918.37
970,596.10
85,647.82
39,486,772.10

12,078,731.61
71,536,455.789
1.305,198.00
4,004,000.00
22,985,210.48
5,076,639.52
3,695,436.94
120,681,672.33

0.00
226,832.50
Q.00
0.00
0.00
226,832.50

0.00
0.00
0.00
0.00
0.00
0.00

24,352, 142,19
86,308,756.05
3,016,784.27
985.410.01
114,663,092 52

16,838,431.28
88,268.090.96
38,235,757.00
38,580,600.00
22 672,666.15

7.456,587.14

1,683.625.89

Totat Book
Depr Reserve

12/31/02
@

1,685,381.25
16,848.811.36

6,056,772.92

912,267.58

69,823.47
25,573,076.58

11,558,765.60
49,316,382.34

13,723,542.56

4,577,463.38
1,904,428 84
81,080,562.70

0.00

1,782,011.42

0.00

0.00

.00
1,782,011.42

0.0¢
254,230.51
0.00
.00
0.00
254,230.51

10,866,983.04
34,816,238.80
1,319,776.32
371,392.72
47,474,391.89

16.581,200.35
5B8,633,238.77

17.547.321.79
6,385,744.31

1.107,233.96
100.224,747.18

Adjustment For
Omitted
Retirements
&)

0.0

0.00

0.00

0.00

0.00

Plant

Depr Rasarve

12/31/02
U]

1,550,088.25
15,229,850.36
Q.00
5,476,395.92
832,032.58
62,557.47
23,150.725.58

10,589,507.60
44,368,891.34
0.00

0.00
12,349,015.56
4,156,038.36
1,699,247 .84
73.182,700.70

0.00
1.750,876.42
0.00
0.00
0.00
1.750,876.42

0.00
254.230.51
0.00
0.00
0.00
254,230.51

10,274,2587.04
32,375,570.80
1,234,173.32
343,404.72
44,227 .435.89

15,670,282.35
54,908,380.77
0.00

000
16,436,757.79
6,385,744.31
1.031.489.956
94,430.655.18

Response to PSC Question No. 56(c)

Page 44 of 376

Tabie 1a - Ky

Cost of Removal
Depr Reserve

12131102

135,283.00
1.819,161.00
0.00
580,378.00
80,255.00
7.266.00
2,422,351.00

969,258.00
4,947,491.00
0.00

0.00
1,374,527.00
421,425 00
205,181.00
7.917,882.00

4.00
31.135.00
.00
0.00
000
31,135.00

0.00
0.00
0.00
0.00
.00
0.00

692,696.00
2,440,668.00
85,603.00
27,988.00
3,246,956.00

§80,918.00
3,726,856.00
000

0.00
1,110,574.00
0.00
15.744.00
5,794,082.00

Scott



Account
No,
@

311.20
312.00
312.00
312.00
314.00
315.00
316.00

M120
312.00
312.00
312.00
31400
315.00
316.00

311.20
312.00
312.00
312.00
314.00
315.00
316.00

31220

330.10
331.10
332.10
333.10
33410
335.10
336.10

330.10
331.20
332.20
33320
334.20
33520
33620

Loc,
Code

5652
5652
5652
5652
5852
5652
5652

5653
5653
5653
5653
5653
5653
5853

5654
5654
5654
5654
5654
5654
5654

5659

5691
5691
5691
5691
5691
5691
5691

5692
5692
5682
5692
5692
5692
5692

Kentucky Utilities

Electric Divislon
Kentucky

Response to PSC Question No. 56(c)

Calculation of Cost of Removal in Book Depreciation Ressrve as of Decembar 31, 2002 Based Upon
Theoretical Depraciation Resarves {By Locatlon and Account) Using Existing Depreciation Parametars

———Pescription
(&)
Ghent Unit 2

Structures and Improvements
Botler Plant Equipment

Mandated NOX Froj.-2004 Glosing

Mandated NOX Proj.-2005 Clesing
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Total Ghert Unit 2

Ghent Unit 3

Structures and Improvements
Boiler Plant Equipment

Mandated NOX Proj.-2004 Closing

Mandated NOX Prqj.-2005 Closing
Turbegenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Total Ghent Unit 3

Ghent Unit 4

Structures and Improvements
Boiler Plant Equipment

Manidated NOX Froj.-2004 Closing

Manaated NMOX Proj.-2005 Clasing
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Total Ghent Unit 4

Ghent 4 Rail Cars
Boiler Plant Equipment
Tolal Ghant 4 Rail Cars

Total Steam Production *

HYDRAULIC PLANT

Dix Dam

Land Rights
Structures and Improvemants
Reservoirs, Dams and Waterways
Waterwheel, Turbines and Generators
Accessory Electric Equipment
Misc. Power Plant Equipment
Roads, Railroads and Bridges

Total Dix Dam

Lock #7

Land Rights
Structures and Improvements
Reservoirs, Dams and Waterways
Waterwheel, Turbinas and Generators
Accassory Electric Equipment
Misc, Power Plant Equipment
Roads. Railroads and 8ridges

Total Lock #7

Total Hydraulic Plant

Qriginal Tatal Book
Cost Depr Reserve
12/31/02 12/31/02
(o 0]
18,012,536.37 14,520,990.15
86,733,989.30 58,712,497.52
4,735.00
3,016,000.00
28,358,360.55 18,546,227 18
10,785,959.50 8,840,614.25
1.478,017.69 1,038,436.36
146,389,568 41 101,658,785.45
40,539,913 .20 29,396,596.08
169,648,430.42 102,8664,063.36
73,887.596.00
1,976,000.C0
38,711,389.85 23,633,415.76
25,961,221.84 17,808,728.79
3,135,971.64 1.849,606.44
353,260,522.95  175,352,501.24
21,953,259.20 12,923,736.93
168,701,912.41 83,355,028.86
52,148,251.00
15,424,000.00
48,190,569.27 28,306,716.71
21,889,238.82 12,749,802.99
5,356,852.15 1,998,833.97
333,643,922 85 137,334,115.46
1,647,232 19 3,920,826.88
7.647.232.19 3,920,826.86
1,333,494 917.96 794,854,592.77
879 311.47 a79,311.47
429,524, 71 328,160.22
7.818,030.36 5,639,672.93
418,543.74 526,528.02
85,383.13 69,663 35
97,031.59 50.788.41
45,976.12 41,111.69
9,774,801.12 7.535,236.10
0.00
67,902.49 69,837 66
324,145.88 288,220.44
114,085.49 126,064 47
264,485.91 245.974.54
66,094.89 57,508.70
1,168.79 1,061.33
837.884.45 788,688.13
10,612,685.57 8,323,904.23

Adjustment For

Omitted
Retirements

L]

0.00

0.00

.00

0.00

0.00

0.00

0.0¢

0.00
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Table 1a - KY

Plant Cost of Remova|
Depr Reserve Depr Reserve
12/31/02 12531102
n
13.763.216.15 757.7714.00
55,085.177.52 3.647,320.00
0.00 0.00
0.00 0.00
17.401,567.18 1.144,660.00
8,840,614.25 0.00
969,123.36 68,313.00
66,039,698 .45 5,619,067.00
27.779,408.93 1.617,188.00
95,978,667.36 5,685,396.00
0.00 0.00
0.00 0.00
22,109,025.76 1,524,350.00
17,808,728.79 0.00
1,720,838.44 126.858.00
165,396,669.24 $,955,832.00
12,202,326.93 721,410,000
77,875.705.85 5.479.323.00
0.00 Q.00
0.00 0.00
24,595,210.71 1.711,506.00
12,749,802.99 0.00
1.859,015.97 139.818.00
129,282.062.45 8,052.057.00
3,722,898 86 197,928.00
3,722,898.86 197 928.00
738,918,328.77 §5,936,253.0Q
8§79,311.47 0.00
301.863.22 26,297.00
5,129,929.93 509.733.00
486,732.02 29.796 .00
63,571.35 6,092.00
45,453.41 4.335.00
37,545.69 3,566.00
6,965,417.10 579,819.00
0.00 0.00
49,951.66 19,886.0Q
19532744 92.893.00
92,780.47 33,284 0Q
172,287.54 73.687.00
39.348.70 18,161.00
718.33 343,00
550.414.13 238.254.00
7.505,831.23 B18,072.00



Account
No
(@)

341.00
342.00
343.00
34400
345.00
345.00

341.00
342.00
343.00
344,00
345.00

341.00
342.00
343.00
344 00
345.00

342.00

341.00
342,60
343.00
344.00
34500
346.00

341.00
342.00
343.00
344.00
345.00
346.00

341.00
342.00
343.00
344 00
345.00
346.00

Loc.

Code

0432
0432
0432
D432
0432
0432

0470
0470
0470
0470
0470

0471
0471
0471
0471
0471

0473

5635
5635
5635
5635
5635
5635

5836
5636
5636

5636

5636
5636

5837
5637
5637
5637
5637
5637

Calcuiation of Cost of Removal In Bock Depreclation Ressrve as of December 31, 2002 Based Upon

Kantucky Utilitles

Electric Division
Kentuciky

Response to PSC Question No. 56(¢)

Theoretical Depreciation Resarves (By Location and Account) Using Existing Dapreciation Parametars

escription
L]

OTHER PRODUCTION PLANT

Paddy’s Run GT 13
Structures and Improvements
Fuel Holders, Producers and Access.
Prime Movers
Generators
Accessary Electric Equipment
Misc. Power Plani Equiprment

Total Paddy's Run ST 13

Trimble Co §
Structures and Improvements
Fuel Holders, Producers and Access.

Prime Movers
Generators
Accessory Electric Equipment
Total Trimble Co 5
Trimble Co 6

Structures and improvements
Fuel Holders, Producers and Access.
Pritne Movers
Generators
Accessary Electric Equipment
Total Trimble Co 6

Trimble Co Plpefine
Trimble Co Pipeline
Trimble Co Pipeline

Bn_:wn 5

Structures and Improvements
Fuel Holders, Producers and Accass.
Prims Movers
Generators
Accessary Electric Equipment
Misc. Power Plant Equipment

Total Brown 5

Brown 6

Structures and improvements
Fuet Holders, Producers and Access.
Prime Movers
Generators
Accessory Electric Equipment
Misc. Power Plant Equipment

Total Brown &

Brawn 7

Slructures and Improvemants
Fuel Holders, Producers and Access.
Prime Movers
Generators
Accessory Electric Equipment
Misc, Power Plart Equiprment

Total Brown 7

Criginal Tolal Book
Cast Depr Reserve
12/31/02 12/31/02
(c) @
1.910,327.76 92,928.55
1,975,877.85 111,401.17
17.,355,293.47 B08,024.94
5.185,636.11 307.414.14
2,456,320.01 125.405.92
1.089,550.03 53,681.91
29,973,105.23 1,458,866 63
3,566,217.06 56,544.29
23774778 4,376.02
29.842,502.10 452,882,832
3,734,423.83 72,218.13
1,664,234.64 27,740.69
39,045,125.42 613,821.94
3,564,353.91 56,515.17
237,623.60 437311
29,826,880.91 452,646.01
3,732.468.71 72,240.28
1.663,365.15 27,726.13
39,024,692.28 613.500.69
4,474,853.28 95,855.07
4,474 853.29 95.855.07
755,148.65 37,043.59
727,929.28 41,384.06
12,440,942 32 584,099.27
2.831.528.33 169,269.40
2.265,166.84 116,618.79
2,085,163.17 103,568.68
21,105,878.59 1,062,013.88
133,678.33 15,683.87
145,514.66 18,731.26
31,591,711.55 3,471,602.03
3,712,619.52 526,458.34
1,354.316.11 166,517.84
13,002.82 1,852.51
36.957.243.99 4,200 84585
4808,353.77 54,782.80
145,745.15 18,790,39
39,071,447.54 3,762,389.64
3,722,788.46 £06, 168.50
1,347,700.35 157,809.63
15,776.54 1,774.81
44,791,811.81 4,501,715.56

Adjustment Far
Omitted
Retirements

(k)

0.00

Q.00

0.00

c.00

0.00

0.00

0.00

Plant

Depr Reserve

1231102

]

92.928.55
111,401 .17
808,034,954
307.414.14
125,405.82

53,681.91

1,498,8686.63

56,544.29
4,376.02
452,982.82
72,278.13
27,740,689
613,821.94

56,515.17
437311
452,646.01
42,240.28
2772613
583,500.89

95,855.07
95,855.07

37.043.69
41,384.08
584,099.27
169,269.40
116,618.79
103.598.68
1,052,013.88

15,683.87
19,731.26
3.471,602.03
526,458.34
165,517,864
1,852.51
4,200 84585

54,782.80
18,700.39
3,762,389.64
506.168.50
157,309.63
1,774,561
4,501.715.56
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Table 1a - Ky

Cost of Removal
Depr Reserve

123102

0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
30,000.0¢
0.00
30.000.00

0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
00
0.00
0.00
0.00
000

0.00
0.00
0.00
0.00
400
Q00
0.00



Account
e,
{a)

34t1.00
342.00
343.00
344.00
345.00
346.00

341.00
342.00
343,00
4400
345.00
345.00

341.00
342.00
343.00
344.00
345 00
346.00

341.00
342.00
343.00
344.00
345.00
346.00

340.10
200

341.00
342.00
344.00
345.00
M8.00

350.10

352.10

352.20 -

Loc.
Code

56838
5e38
5638
5638
5638
5638

5639
5839
5639
5639
5629
5639

5640
5640
5640
5640
5640
5640

5641
5641
5641
5641
56841
5641

5645
5645

5696
5696
5695

5695

5696

Kentucky Utllities

Elactric Division
Kentucky

Response to PSC Question No. 56(c)

Calcuiation of Cost of Removal In Boak Depreciation Reserve as of December 31, 2002 Based Upen
Thaoretical Depreciztion Resarves (By Locatian and Account) Using Existing Depreciation Parameters

- Description = _
L]
Brown &
Structures and Improvements
Fuel Holders, Producers and Access.
Prime Movers
Generators
Accessory Electric Equipment
Misc. Power Plant Equipment
Total Brown &

Brown 9

Structures and Improvements
Fuel Holders, Producers and Access,
Prime Movers
Generators
Accessory Electric Equiprment
Misc. Power Plant Equipment

Total Brown 9

Brown 10

Structures and improverments
Fuel Halders, Producers and Access.
Prime Movers
Generators
Accessory Electric Equipment
Mitc. Power Plant Equipment

Total Brown 10

Brown 11

Structures and Improvements
Fuel Holders, Producers and Access,
Prime Movers
Generators
Accassory Electric Equipment
Misc. Power Plant Equipment

Totai Brown 11

Brown 9 Plpeline
Land Rights
Fuel Holders, Producers and Access.
Total Brown 9 Pipeline

Hafeling
Structures and Jmprovements
Fuel Holders, Producers and Access,
Generators
Accessory Electric Equipment
Misc. Power Plant Equipment
Total Hafeling

Total Other Production Plant
Total Production Plant

TRANSMISSION PLANT
Land Rights

Structures and Improvements

Struct. and Improve, - Non Sys. Control/Com.

Struct. and Imprave. - Sys. Control/Com.
Total Account 352

Original
Cost
121314102
(©)

2,012,654.95
19,612.88
18,625,319.58
4,953,960.72
1,797,053.82
230,068.72
27,638,670.67

4,641,054,86
1,943,454 44
20,674,801.66
5.452,040.97
3,226,186.26
760,255.37
36,697,793.56

1,865,718.20
31,737.96
18,800,096.69
4,944, 42271
1.804,419.47
241,523.31
27,887,918.34

1,802,595.65
52,429.84
33,050,028.28
5,187,040.30
916,326.28
204,854 53
41,213,274.88

176.409,31
8.151.131.81
£,327.541.12

424,853.46
181,132.61
4,023,002.37
621,206.80
35,805.20
23,432,497.79

380,370,507.06

1.724,478,110.58
22,991 433,46

6,426,546.76
1,166,434.25
7,592,981.01

Total Book
Degr Reserve

123102
o

561,147.81
€,197.13
4,649,763.64
1,857 115.05
516,223.20
63,080.90
7,443,527.78

1,283,383 .52
587,787.17
5,251,127.97
1,849,282.53
926,881.86
208,250.52
10,106,713.57

450,116.53
8,861.24
4,229,904.20
1.447,725.28
455,008.18
54,067.02
6,645,682.47

381,497.12
12,597.47
5.018,851.36
1,368,544,57
207,761.39
39,269.61
7.025,621.52

49,181.12
2,181,851.65
223083277

108,355.00
160,083.45
3,495,007 49
492,390.44
27,184.63
4,284 ,007.02

50,312,904.75

853,491,401.75
11,658 723.90

2,832,052.15
711,936.94

Adjustment For

Cmitted
Retirements
(U]

0.00

000

0.00

0.00

0.00

0.00
0.00

0.00

17.975.03
17.975.03

Plant
Depr Reserve

12131102
o

551.147.81
6,197.13
4.849,763.68
1.657,115.05
516,223.20

63,080.90

7.443,527.78

1,283,383.52
587,787.17
5251,127.97
1,649,282 53
" 926,831.86
208,250.52
10,106,713.57

450,116.53
B,861.24
4.229,904.20
1.447,725.28
455,008.19
54,087.02
6,645,682.47

381,497.12
12,597 47
5.018,851.36
1,365,544.57
207,761.39
39,265.61
7.025521.52

49,181.12
2,181,651.85
2,230,832.77

108,355.00
160,069.45
3.495,007 .49
492,380.44
27,1B4.63
4,284.007.02

50.282,504.75

796,707,075.75
11,658.723.90

1.983,470.72
586,774.60
2,570,245.32
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Table 1a - Ky

Cost of Removal
Depr Reserve

12/31/02

0.00
0.00
000
0.00
0.00
0.00
t.co

0.do
0.00
0.00
0.00
0.00
0.00
0.00

0.0
0.00
0.00
0.ao0
0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00
.00
0.00
4.00

30,000.00

56,784.326.00
0.00

848,581.43
107,187.31
955,768.74



Account
No,
@

353.10
353.20

354.00
A55.00
356.00
357.00
358.00

360.10
361.00
362.00
364.00
365.00
366.00
367.00
368.00
389.00
370.00
371.00
373.00

3590.10
390.20

391.10
391.30

393.00
384.00
385.00
396.00

397.10
397.20
397.30

396.00

391.20
391.40
392.00

Loe,
Caode

Kentucky Utilitles

Eileciric Division
Kentucky

Response to PSC Question No. 56(c)

Calculadon of Cost of Removal in Baok Depreciation Reserve as of December 31, 2002 Based Upon
Theoretical Deprociation Reserves (By Location and Account) Using Existing Depreclation Parameters

Description
&)
Station Equipment
Station Equipment - Non Sys. ControliCom.
Station Equip - Sys.Contro/Com. (Microwave)
Total Account 353

Towers and Fixtures

Poles and Fixtures

Overhead Conductors and Devices
Underground Conduit

Underground Conductars and Devicas

Total Transmission Plant

DISTRIBUTION PLANT
Land Rights
Structures and Improvements
Station Equipment
Poles, Towers and Fixtures
Overhead Conductors and Devices
Underground Conduit
Underground Conductors and Devices
Line Transformers
Services
Maters
Instailations on customers' Premises
Street Lighting and Signal Systems

Total Distribution Plant
GENERAL PLANT

Structures and improvements
Struct. And Improve. To Owned Property
Improvements to Leased Praperty
Total Account 390

QOffice Fumiture and Equipment
Cffice Equipment .
Cash Processing Equipment
Total Account 391

Stores Equipment

Tools, Shap and Garage Equipment
Laboratory Equipment

Power Operated Equipment

Communication Equipment
Camier Communication Equipment
Remote Contrel Communication Equipment
Mobile Communication Equipment
Tatat Account 387
Miscellaneous Equipment
Total General Plant
Sub-Total Depreciable Plant
Other Plant (Not Studied)

Non PC Computer Equipment
Perscnal Computers
Transportation Equipmeant - Cars & Trucks

Total Other Plant (Not Studied)

Totai Depreclable Plant

Original
Cast
12131/02
©)

148,527 ,337.37
14,284 914 20
160,812,251.57

60,533,458.11
74,915,940.37
122,0:30,093.52
435,926.80
1.114,761.80

588,247 665.85

1,423,182.13
3,798,329.41
92,514,069.32
167,558,546.62
160,511,631.53
1,551,066.69
49,804,065.26
209,705.230.76
81,680,930.54
61,133,035.49
18,27D,303.32
45,406,623.49

893,357 .914.56

28,987,363.24
694,489.17
29,681,857.41

6,168,471,98
369,383.54
6,537,855.92

571,858.05
3,700,720.83

3,306,885.77
200,677.14

3,093,194.70
3,889.910.58
4,579.895.62
11.563,000.90
457,348.94
$6,020,204.96
3,262,103,895.96
9,611,731.44
9,814,322.00
23,749,238 51
43,175.291.95

3,305,279,187.91

Total Bock
Depr Raserve
1213102
1]

50,453,773.27
4,038,391.66

35,842,997.16
39,080,978.14
80,292,060.35
87,891.34
810,386,256

229,609,190.17

871,685.37
1,297,263.23
26,913,724.72
71,525,016.94
79,078,691.18
790,660.29
11,589,403.43
66,818,337.52
45,743,901.54
17,892,318.35
6,925,709.76
13,863.494.93

344,311,287 .31

10,718,145.14
427 336.62

2,154,796.89
250,365,99

HM78614.14
1,499,679,76
1.752.921.21

126.436.76

1,276,444 53
1,237,153.86
1,132,687.81
213,335 55
47,579,179.53
1,474,391,058.76
3,962,686.38
8,735,574.86
13.742,600.02
0.00

1,474,991 ,058.76

Adjustment For
Omitted
Retirements
(k)

0.00

17,975.03

1,456,792.77

1,456,752.77

0.00

0.00

0.00

0.00

1,474 767 .80

.00

1,474,767.30
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Table ta - Ky
Plant Cost of Removal
Liepr Reserve Depr Reserve
12/31/02 1273102
U]

45,268 416.75 5,187.356.52
7.295,042.92 743,348.74
52,561,459 67 5,830.705.26
11,870,207.08 23,972,790 .08
17,254,044.30 21,826,933.84
50,843,072.07 - 29448.988.28
79,267.50 8,623.34
585,756.22 24,625.04
147,422, 776.06 82.169,439.08
871,665.37 0.00
1,100.515.13 196,848.16
21,892,348.35 4,921,376.37
47,259,930,85 24,265,086.09
42.030,013.30 37.049677.88
730,114.37 60,545.92
10,870,627.02 718,776.41
55,871,009.35 11,147,328.17
34,607.411.07 12,136, 490.47
13.832,427.00 2.603,098.58
6.925,709.76 a.0c
10,782,787.90 3,080.707.03

246,674,555 456

10,718,145.14
427,336 62
11,145 481.77

2,154,796 89
250,365.99
2,405,162.89

347.614.14
1.498,978.76

r752.921.1
126,436.75

1.276.444 53
1,237,153.84
1,132,687.81
3,646,286.21
213,335.55
21.137.218.27
1.211,841,629.54
3,963,686.38
8,735,674.86
13,742,600.02
26,441,961.26

1,238,383,550.80

96,179,935.08

0.00

0.0

0.00
0.00
0.00

0.00
0.00
.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00
235.132.700.16
o000

000
0.00

235,132.700.16



Account
Mo,
(@)

301,00
302.00
303.00

310.20
330.20
340.20
350.20
360.20
389.20

Lloc.

Code

Kentucky Utilities
Electric Divislon

Kentucky

Response to PSC Question No. 56(c)

Catculation of Cost of Removal In Book Depraciation Reserve as of December 31, 2002 Based Upon
Thaorstical Depreclation Resarves (By Location and Account) Using Exiating Depreclation Parameters

Qriginal
Cost
Descriptio 12/31/02
i) (c}
NON-OEPRECIABLE PLANY
INTANGIBLE PLANT
Crganization 44 45558
Franchises and Consents 81,350.32
Miscellaneous Intangible Plant 17.297,387.08
Total intangible Plant 17.423,152.98
LAND & LAND RIGHTS
Production Land 10,478,524.55
Hydraulic Plant 13,479.47
Other Production Land 98,602.74
Transmission Land 1,162,528.04
Distribttion Landg 1,584 825,82
Land 2,826,347.43
Total Land 16,164,308.05
Total Nen-Depreciable Plant 33,587,501.03
Total Electric Piant In Service 3.330,966,688.94

(1) Life Span Method Utiized, Interim Retirement Rate. Service Lives Vary,

Summary
Total Book Depr Resarve 12-31.02 $1,474,991,058.76
Adjustment for Omitted Retirements 1.474 767,80
Ad)usted Book Depr Reserve 12-31.02 1,473,516,290.96
Plant & Gross Salvage Depr Reserve 12.31-02 1,238,383,590.80

Cost of Removal Depr Resesrve 12-31-02 235,132, 700.16

Totat Book
Depr Resarve

12131102
[}

0.00
0.00
0.00
Q.00
0.00
0.00
0.00
0.00
Q.00
0.00
0.00
0.00

1.474,991,058.76

% of Ad]'d Resv
Depr Reserve

84.0%

16.0%

Adjustment For
Omitted
Retirements
3]

0.00

0.00
0.00

1.474,767.80

Plant
Depr Ressrve

123102
o

0.00
0.00
0.00

0.00
.00
0.00
0.00
0.00

_0.00
0.00
0.00
0.00

1,238,383,590.80
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Table 1a - Ky

Cost of Remova
Depr Rasarve

12/31/02



Response to PSC Question No. 56(c)
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Table 1a - VA
Kentucky Utilities
Elactric Division
Virginia

Calculation of Cost of Removal in Book Depreciation Reserve as of December 31, 2002 Rased Upon
Theoratical Depreciation Reserves (By Location and Account) Using Existing Depreciation Paramaters

Original Tetal Book Plant Cost of Removal
Account Cost Depr Reserve Depr Reserve Depr Reserve
Na. Degcription 12/31/02 12/31/02 12/31/02 12/31/02
(@ ®) () Q)
DEPRECIABLE PLANT
TRANSMISSION PLANT
350.10  Land Rights 1,782,030.88 1,282,804.80 1,282,804.80 0.00
Structures and improvements
352.10  Struct. and Improve. - Non Sys. Control/Com. 1,050,280.78 501,590.05 360,507 .47 141,082.58
352.20  Strucl. and Improve. - Sys. Control/Com. 0.00 0.00 0.00 0.00
Total Account 352 1,050,280.78 360,507.47 141,082.58
Station Equipment
353.10  Station Equipment - Non Sys. Cantro¥Com. 13,943,172.45 4,808,386.94 4,346,731.70 461,655.24
353.20 Siation Equip - Sys.Contral/Comn. (Microwave) 0.00 0.00 0.00 0.00
Total Account 353 13,943,172.45 4,346,731.70 461,655.24
354.00 Towers and Fixtures 6,739,096.01 3,343,877.02 1,244, 469,45 2,099,407.57
355.00 Poles and Fixtures 5,246,663.42 2,671,893.76 1,266,261.97 1,405631.79
356.00 Overhead Conductors and Devices 11,605,472.16 7.164,742.76 4,681,186.31 2,483 556.45
357.00 Underground Conduit 0.00 0.00 0.00 0.0¢
358.00  Underground Conductors and Devices 0.00 0.00 0.00 0.00
Tatal Transmission Plant 40,366,715.70 19,773,295.33 13,181,861.70 6,591,333.63
DISTRIBUTION PLANT
360.1¢  Land Rights . 83,580.13 49,087.98 49,087.98 0.00
361.00  Structures and Improvements 367.467.51 138,922.33 120,242.43 18,679.90
362.00 Staticn Equipment 6,294,362.38 1,857,713.58 1,556,161.58 301,552.00
364.00 Poles, Towers and Fixtures 12,133,206.90 6,062,010.91 4,236,660.23 1,825,350.68
365.00 Overhead Conductors and Devices 12,306,434.76 6,905,462.62 4,037,289.81 2,868,172.81
366.00 Underground Conduit 0.00 0.00 0.00 0.00
367.00  Underground Conductors and Devices 519.618.44 161,218.31 152,286.52 8,931.79
368.00 Line Transformers 12,035,778.33 5,011,031.05 . 4,268,982.75 742,048.30
368.00 Services 4,905,735.94 3,410,040.37 2,622,607.31 787,433.06
37000 Meters 3,616,919.29 1,389,229.45 1,209,680.65 179,548.80
371.00 Installations on customers' Premises 867,302.80 - 437,931.20 437,931.20 0.00
373.00  Street Lighting and Signal Systems 1,229,044.76 485,084.71 392,844 .17 96,240.54
" Total Distribution Plant 54,359,451.24 25,911,732.50 19,083,774.62 6.827,957.88
GENERAL PLANT
Structures and Improvements
390.10  Struct. And Improve. To Owned Property 643,848.85 381,131.81 381,131.81 0.00
390.20  Improvements to Leased Property 75,880.87 65,901.45 65,901.46 0.00
Total Account 380 718,829.72 447,033.26 0.00
Office Fumiture and Equipment
39110  Office Equipment 38,094 49 31,867.61 31,967.61 0.00
391.3@ Cash Processing Equipment 0.00 0.00 0.00 0.00
Total Account 391 39,094 .43 31,567.61 .00



Account
No.
()
393.00
394.00
395.00
396.00

387.10
397.20
397.30

398.00

391.20
391.40
392.00

301.00
302.00
303.00

310.20
330.20
340.20

350.20°

360.20
389.20

Kentucky Utilities
Electric Division

Virginia

Response to PSC Question No. 56(c)
Page 51 of 376

Table 1a - VA

Calculation of Cost of Ramoval In Book Depraciation Reserve as of December 31, 2002 Based Upon
Theoretical Dapreciation Reserves (By Location and Account) Using Existing Depreciation Parameters

Description
(r)

Stores Equipment

Tools, Shop and Garage Equipment
Laboratory Equipment

Power Operated Equipment

Communication Equipment

Camier Communication Equipment
Remote Control Communication Equipment
Mobile Communication Equipment

Total Account 397
Miscellaneous Equipment
Total General Plant
Sub-Total Depreciable Plant

Other Plant (Not Studied)
Non PC Computer Equipment
Personal Computers
Transportation Equipment - Cars & Trucks
Total Other Plant {Not Studied)

Total Depreciable Plant

NON-DEPRECIABLE PLANT

INTANGIBLE PLANT
Organization
Franchises and Consents
Miscetlaneous Intangible Plant

Total Intangible Plant

LAND & LAND RIGHTS
Production Land
Hydraulic Plant
Other Production Land
Transmission Land
Distribution Land
Land

Total Land
Total Non-Dapraciable Plant

Total Electric Plant in Sarvice

Original
Cost

12131102

(c}
8,103.30
275,731.08
37.683.18
0.00

153,447.99
160,272.74
240,853.23
554,573.96
16,363.42
1,651,379.15
96,377,546.09
0.00

0.00
1,315,837.37
1,315,837.37

97,893,383 .46

5,338.69
0.00
0.00

5,338.69
0.00

0.00

0.00
€8,167.96
96,439.08
91,571.48
256,178.52
261,517.21

97,954,900.67

Total Book
Depr Reserve
12/31/02
(@
5,283.48
69,256.48
27,624.58
0.00

150,248.86
72,452 57
56,275.04
11,025.57

1,752,006.96
47,437,034.79
0.00

0.00
878,839.51
0.00

47,437,034.79

0.00
0.00
0.00

0.00
- 0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

47.437,034.79

Plant
Cepr Reserve
12/31/02
528348
69,256.48

27,624 58
0.00

150,248.86
72,452 57
58,275.04

280,976.47
11,025.57

873,167.45

33,138,903.77
0.00

0.00
878,839.51
878,839.51

34,017,743.28

0.00

0.00
0.00

34,017,743.28

Cost of Removal

Depr Reserve
12/31/02

Scott

0.00
0.00
0.00
.00

0.00
0.00
0.00
0.00

0.00

0.00

13,419,291.51

0.00

13,419,291.51

0.00

0.00

0.00

13.419,291.51



Kentucky Utilities

Electric Division

Virginia

Response te PSC Question No. 56(c)
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Table 1a-VA

Calculation of Cost of Removal In Book Depraciation Resorve as of December 31, 2002 Based Upon
Theoretical Depreciation Reserves {By Location and Account) Using Existing Depraciation Parameters

Account
No. Description
(a) (b}

Summary

Total Book Depr Reserve 12-31-02
Adjustment for Omitted Retirements
Adjusted Book Depr Reserve 12-31-02

Plant & Gross Salvage Depr Reserve 12-31-02

Cost of Removal Depr Reserve 12-31-02

Original
Cost
12731102
©

$47,437,034.79
0.00
47,437,034.79
34,017,743.28

13,419,291.51

Total Book Plant Cost of Removal
Depr Reserve Depr Reserve Depr Reserve
12131402 12/31/02 12131/02
@

% of Adj'd Resv -
Depr Reserve

.7%

28.3%



Louisville Gas and Electric

Electric Division

Calculation of Cost of Remavai In Book Depreciation Reasrve as of December 31, 2002 Based Upon

Theoretical Depreciation Resarves (By Location and Account) Using Existing Dapreciation Parametars

Account

No
(a)

312.00
312.00

311.00
N2.00
314 .00
315.00
316.00

311.00
312.00
314.00
315.00

311.00
312.00
314.00
315.00
316.00

311.00
312.00
312.00
314.00
315.00
316.00

3100
312.00
315.00
316.00

311.00
312.00
312.00
314,00
315.00
36.00

311.00
312.00
315.00

—Deseription __
@

DEPRECIABLE PLANT

STEAM PRODUCTION PLANT

Cane Run Locomotive & Rail Cars
Boiler Plant Equipment
Boiler Plant Equipment
Tctal Cane Run Locomotive & Rail Cars

Cane Run Unit 1
Structures and Improvements
Boiler Plant Equipment
Turbagenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment
Total Cane Run Unit 1

Cane Run Unit 2
Structures and Improvemants
Boiler Ptant Equipment
Turbogenerator Units
Accessory Electric Equipmant
Total Cane Run Unit 2

Cane Run Unit 3
Structures and improvements
Boiler Plant Equipment
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment
Total Cane Run Unit 3

Cane Run Unit'4

Struciures and Improvemants

Boiler Plant Equipment

Mandated NOX Prej.-2004 Ciosing

Turbogenerator Units

Accessary Electric Equipment

Misc. Pawer Plant Equipment

Total Cane Run Unit 4

Cane Run Unit 4 Scrubber
Structures and Impravements
Boiler Plant Equipment
Accessary Electric Equipment
Misc. Power Plant Equipment
Total Cane Run Unit 4 Scrubber

Cane Run Unit 5
Structures and Improvements
Beiler Plant Equipment
Mandated NOX Proj.-2004 Closing
Turbogenerator Units
Accessory Electric Equipment

Misc. Power Plant Equiprment

Total Cane Run Unit 5

Cane Run Unit § Scrubber
Structures and Improvements
Boiler Mant Equipment
Accassory Electric Equipment

Cost

12/31/02

(e}

51,549 .42
1,501.772.51
1,553,222.23

4,182,197.33
1,053,742,53
106,008.55
1.891,012.53
151,638.76
7,384,559.70

2,102,941.66
132,836.82
19,958 .97
1,277,223.20
3,533,000.65

3,532,140.77
716,616.30
581,177.52
767.324,52
11,664 .48
5,608,923.59

3.547,227.06
25,980,016.48
2,442,926.00
8,432,242.78
5,490,677.18
54,253.32
45,947, 442.82

760,360.00
16,701,761.03
987.949.29
6.464.30
18,456.534.62

5,416,846.93
21,717.140.89
2,318,975.00
6,985,593.95
6.846,848.21
42,867.49
42,328,272.47

1.696,435.28
27,928,602.90
2173.037.73

Total Book
Depr Reserve
12/31/02
[0}

49,217.02
767,268 58
816,485.60

5,007,364.88
1,212,428.34
135,950.09
2,361,744,12
183,908.16
B,901,435.58

2,104,456.36
133,304.91
20,838.93
1,340,996.08
3,599,596.28

5,863,328.73
1,119,078.61
1,030,502.17
1,326,714.57
20,567.80
9,360,591.88

3,145,648.04 -

14,938,101.51

6,415,903.06

2,589,321.43

17.147.80
27,104,121.8%

1,142,221.25
19,987,932.17
1,066,985.23
6.464.30
22,203,602.95

4,223,751.15
11,680,384.07

5.632,062.00

3,094,934.16

7.894.99
24,639,026.36

1.705,086.49
25,440,779.02
2,390,465.99

Cost of Removal
Depr Reserve

12/31/0

3.348.00
49,375.00
52,723.00

307,040.00
75,031.00
7.959.00
141,923.00
8,962.00
540,915.00

152,621.00
8.770.00
1,483.00

95,322.00

259,206.00

252,855.00
48,495.00
42,526.00
56.033.60

738.00

400,647.00

230,175.00
1.058,047.00
0.0o0
443.834.00
182,568.00
1,110.00
1.822,735.00

40,775.00
710,252.00
§5,200.00
375.00
806,642.00

319,923.00
862,365.00
0.00
409.643.00
225,458.00
537.00
1,817,926.00

85.459.00
1.246,622.00
115,499.00

Response to PSC Question No,. 56(c)

Adjusted Book
Reserve-w/o COR

12/31/2002

763.762.80

8,360,520.58

3,340,390.28

8,959,944 .88

25,181,385.89

21,396,960.95

22.821,100.36
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Louisvilie Gas and Electric

Eiectric Division

Calculation of Cost of Removal in Baook Depreciation Reserve as of December 31, 2002 Based Upon

Fheoratical Depreciation Reserves {By Location and Account) Using Existing Depreciation Parameters

Account
Ne,
(&)
316.00

311.0C
312.00
312.00
314.00
3%5.00
316.00

311.00
312.00
315.00
316.00

312.00
312.00

311.00
312.00
312.00
312.00
314.00
315.00
316.00

311.00
312.00
315.00

311.09
312.00
31200

312.00 .

314.00
315.00
316.00

Ar1.00
312.00
315.00

311.00
312.00
312.00
312.00

—Descrption
)
Misc. Pawer Plant Equipment
Total Cane Run Unit § Scrubbar

Cane Run Unit §

Structures and improvements

Boiler Plant Equipment

Mandated NOX Froj.-2004 Clasing

Turbogenerator Units

Accessary Electric Equipment

Misc. Pawer Plant Equipment

Total Cane Run Unit 6

Cane Run Unit 6 Scrubber
Structures and Improvements
Bedter Plant Equipment
Accessory Electric Equipment
Misc. Power Plant Equipment
Total Cane Run Unit 8 Scrubber

Mill Creek Locomotive & Rails Cars
Boiler Plant Equipment
Boiler Plant Equipment
Total Mill Creek Locomotive & Rails Cars

Miil Creek tUnit 1

Structures and Improvements
Boiler Plant Equipment

Mandated NOX Prej.-2004 Closing

Mandated NOX Prj,-2005 Closing
Turbogenerator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Tetal Mill Creak Unit 1

Mill Creek Unit 1 Scrubber
Structures and Impravements
Boiter Plant Equipment
Accessory Electric Equipment
Total Mill Creek Unit 1 Scrubber

Mill Creek Unit 2

Structures and Improvements
Boiler Ptant Equipment

‘Mandated NOX Proj.-2004 Closing

Mandated NOX Proj.-2005 Closing
Turbogeneratar Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Total Mit Creek Unit 2

Mil! Creek Unit 2 Scrubber
Structures and Improvements
Boiler Plant Equipmant
Accessory Electric Equipment
Totai Mill Creek Unit 2 Scrubber

Mill Creek Unit 3
Structures and Improvements
Bailer Plant Equipment
Mandated NOX Praj.-2004 Closing
Mandated NOX Proj.-2005 Closing

Cost

12/31/62

(e)
47,299 47
31,845,375.33

18,149,961.41
35,613,831.67
84,664.00
11,274,211.57
8,172,245.07
1.806,951.04
75.402,964.76

1,859,591.50
30,524,761.84
2,124,667.29
31,568.91
34,540.589.54

£13,424.42
,631.645.81
4,245,070.04

18,350,957.82
40,579,264.08
298,528.00
250,000.00
13,449,713.81
14.520,069,59
654,992.48
88,102,525.78

1.697.743.03
33.874,404.57
5.541,694.53
41,113.842.13

10.703,506.13
33,297 635 49
24328800
250.00
14,801,053.25
7.420.243.06
105,299.47
66,671,375.40

1,393,402.67
34.412,558.24
4,451,153.72
40,257 115.63

24 487 440.44
65,259,053.22
65,597,028.00

3,1948,000.00

Total Baok
Depr Reserve

12/31/02
0

60,158.08
29,596,449.56

11,310,161.81
18,613,062.65

8,027,114.38
3,909,387.88
915,533.28
42,775,258.80

1,559,237 .99
22,372713.66
2,144,382 93
38.278.10
26,114,612.68

558,573.13
1,862,748.59
2,421,318.72

15,111,840.28
25,156,522.44

10.584,999.07

6,128,517.94
458,657 .92
57,840,377 64

1,217,072.74
21,426,853.04

4,273,045 26
26,916,971.04

8,178,641.31
17,698,958.31

10,895,295.62

4,450,450.07

82,497.03
41,305,842.35

947,198.37

17.978,498.48

3,467,639.40
22,393,336.23

15,892,174.24
41,186,363.84

Cost of Rermoval
Depr Rsserva

—l23tiaz

Response to PSC Question No. 56(c)
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Adjusted Book
Reserve-w/o COR

12/31/2002

2,590.00

1,450,170.00

28,1456,319.56

915,740.00
1.474,838.00
0.00
626,983.00
306,596.00
64,548.00

3,388,705.00

39,386,554.80

85,926.00
+,198,527.00
113,141.00
1.735.00

1,399,379.00

24,715233.68

30,205.00
93,830.00

124,035.00

2,297,284,72

937,617.00
1,544,604.00
0.00

0.00
€53,053.00
368,445 .00
23,744 00

3,527.469.00

54,312,908.64

64,460.00
1,107,154.00
218,367.00

1,389,981.00

25,526,890.04

494,660.00
1.054,317.00
0.00

0.0o
631,471.00
261,234.00
4,145.00

2,445 827.00

38,860,015.35

49.691.00
910.681.00
173,338.00

1.133,708.00

21,259,628.23

880,176.00
2,209,150.00
0.00

0.00



Louisvilla Gas and Elactric

Electric Division

Calculation of Cost of Removal In Book Depreciation Reserve as of Dacembar 31, 2002 Based Upon

Thearetical Dopreciation Reserves (By Location and Agcount) Using Exiating Depreciation Parameters

Account

Ne.
@
314.00
315.00
316.00

311.00
312.00
315.00

311.00
312.00
312.00
312.00
312.00
314.00
315.00
316.00

311.00
312.00
315.00
316.00

311.00
312.00
312.00
314.00
315.00
316.00

311.00
312,00
315.00

331.10
33210
332.10
3310
33510
336.10

Uescription

(d)
Turbogenerator Units
Accessory Electric Eguipment
Misc. Power Plant Equipment

Total Milt Creek Unit 3

Mill Creek Unit 3 Scrubber

Structures and mprovements
Boiler Plant Equipment
Accessory Electric Equipment

Taotal Mill Creek Unit 3 Scrubber

Mill Creek Unit 4

Structures and Improvements
Boiler Plant Equipment

Mandaled NOX Proj.-2004 Closing
Mandated NOX Proj.-2005 Clasing
Mandated NOX Proj.-2006 Closing

Turbagenerator Units
Accessory Electric Equipment
Misc, Power Plant Equipment

Tatal Mill Creek Unit 4

Mili Creak Unit 4 Scrubber

Siructures and Improverments
Boiler Plant Equipment

Accessory Electric Equipment
Misc. Power Plant Equipment

Total Milt Creek Unit 4 Scrubber

Trimble County Unit 1

Structures and Improvements
Boiler Plant Equipment

Mandated NOX Prej.-2004 Clasing
Turbogenerator Units -

Accessory Electric Equipment
Misc. Power Plant Equipment

Total Trimble County Unit 1

Total Trimbta County Unit ¥ Scrubber

Structures and Improvemants
Boiler Plant Equipment
Accessory Electric Equipment

Total Trimble County Unit 1 Serubber

-Total Steam Production Plant

HYDRAULIC PLANT

Project 289

Chio Falls Plant - Project 289

Structures and Improvements

Reservoirs, Dams and Waterways
Waterwheel, Turbines and Ganerators

Accessary Electric Equipment

Miscellangous Power Plant Equipment

_Roads, Railroads and Bridges

Total Qhio Falls Plant - Project 285

Other Than Project 289

Chio Falis Plant - Non Project 289

Cost
12131102
(2)
26,232,206.52
13,482,711.35
318,625.29
198,575,064 82

362,866.53
§2,369,621.74
2,521,772.82
55,264,261.14

56,594,172.78
154,787,100.00
63,382.718.00
1,402,000.00
3,000,000.00
40,475,497.49
21,428,489.73
3,926.266.27
344,996,244.27

5,079,085.65
105,450,790.08
5,811,079.36
41,441.04
116,382,396.11

161,248,919.71
235,442 385.84
2,832,801.00
66,238,375.14
56,332,123.79
2,332,701.72
524,428 ,307.20

450,053.78
54,528,851.05
2.736,920.1
57,715,825.04

1,805,351,053.32

4,995,148.892
303,530.35
2,316,031.01
1,304,908.02
151,460.96
178,846.99
9,245,926.45

Total Book
Depr Resarve
12/31/02
[0}

17.259,343.05
§,003.881.35
274,298.72
83,616,061.20

230,008.75
21,983.261.31
1,845,000.66
24,058,270.72

26,766,630.73
62,421.714.83

20,964,672.43

11,328,525.97
1.564,750.41
123,046,294.36

2,184,530.50
31,725,807.81
3,142,825.39
26,572.02
37,083,735.72

47,758,039.32
62,456,671.60

21,515114.70
18,070,820_41
831,971.41
150,632.617.44

199,877.35
30,321,313.03
1,557 453.07
32,078.643.45

796,484,682.45

4,989,034 .51
237.807.60
2,528,445 62
1,052,232.67
173,144.02

168,665.39

$,150,329.81

Cost of Removal
Depr Raserve
12/31/0

899,415.00
476,383.00
11,945.00

4,477,069.00 -

12,763.00
1,180.426.00
95,297.00
1.288,486.00

1.650,939.00
3,674,173.00
0.00

.00

.00
1,187.214.00
659,167.00
75,580.00
7.257,073.00

157,301.00
2,150,481.00
205,013.00
1,485.00
2.514,281.00

1,424,072.00
1.737,965.00
0.00
587,435.00
500,288.00
18,544.00
4,268 30400

4,369.00
578,706.00
29,683.00
612,758.00

41,078,039.00

341,482.00
55,773.00
214,972.00
128,905.00
27,973.00
0.00
770.111.00

Adjusted Book
Reserve-wfo COR

12/31/2002

79,138,992.20

22,7689,784.72

115,789,221.36

34,549,454.72

146,364,313.44

31,465,885.45

755,406,653.45

8.380,218.81

Response to PSC Question No. 56(c)
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Louisville Gas and Electric

Electric Division

Caleulation of Cost of Removal In Book Depreciation Reserve as of December 31, 2002 Basad Upon

Thaoretical Depreciation Reserves (By Location and Account) Using Existing Depreciation Parameters

Accaunt
No,
{a)
331.00
335.00
336.00

341.00
342.00
34400
345.00

341.00
342.00
344.00
34500

341.00
342.00
343.00
344.00
345.00
345.00

342.00
344 .00
345.00

341.00
342.00
344.00
34500

346.00 7

341.00
342.00
343.00
344.00
345 00
346 00

341.00
342.00
343.00
344.00

Description
(d)
Structures and Improvements
Miscellaneous Power Plant Equipment
Roads, Railroads and Bridgas
Totat Chio Falls Plant - Non Project 289

Total Hydraulic Plant

OTHER PRODUCTION PLANT

Cane Run CT's
Structures and Improvements
Fuel Holders, Producers and Accessory
Generators
Accessory Electric Equipment

Cane Run CT's

Zom CT's
Structures and tmprovements
Fuel Holders, Producers and Accessory
Generatars
Accessory Electric Equipment

Zom CT's

Watarsida CT's
Structures and Improvements
Fuel Holders, Producers and Accessory
Prime Maovers
Generators
Accessory Electric Equipment
Misc. Power Plant Equipment
Waterside CT's

Paddys 11 CT
Fuel Holders, Producers and Accessory
Generators
Accessory Electric Equipment

Paddys 12 CT

Paddys 12 CT
Structures and Improvements
Fuel Holders, Producers and Accessory
Generators
Accessory Electric Equipment
Accessory Electric Equipment

Paddys 12 CT

Paddys 13CT
Structures and improvements
Fusi Holders, Producers and Accessory
Prime Movers
Generators
Accessory Electric Equipment
Misc. Power Plant Equipment

Paddys 13 CT

Brown § CT
Structures and Improvements
Fuet Haldars, Producers and Accessory
Frime Mavers
Generators

Cost

1231702

(e}
65,796.14
7.813.67
1,133.98
74,743.79

9,324 67024

68,931.71
123,338.90
2,492 496.42
113,681.82
2,798,450.85

8,241.14
12,801.77
1,827,560.88
40,936.08
1.889,559.87

411,877.94
124,183.26
2,671,305.84
451,117.33
342,628.38
24,766.29
4,025,959.04

8,237.57
1.523,115.56
£68,109.35
1.600,462.48

42.864.53
t2,197.11
2,991,745.77
114,337.63
1,140.74
3,162,285.78

2,158.698.12
2,233,773.85
18,627,845.35
5,859,857.93
2.778,992.60
1.260,054.85
33,919,222.70

858,538.64
B22,580.92
14,126,417.74
3,219,205.40

Total Book
Depr Reserve

12/31/02
i}

26,465.65
6.014.78

59279
33,073.22

9,183,403.03

59,101.41
84,856.13
1,590,838.99
98,154.10
1.832,950.64

8,360.08
13,202.27
1,698,459.30
39,732.30
1,749,7684.95

392,074.27
115,527.66
2,140318.74
432,4858.83
167,133.97
22,894.93
3,270,437.09

9,613.48

1,415,850.36

56,264 .89
1,481,728.73

45,293.55
12,814.41
2,898,337.55
98,654.90
1,155.82
3,056,256.24

1$1,886.17
117,701.76
969,405.90
304,558.38
141,142.47

66,713.68

1.711,408.36

44 387 .25
43,235.24
595,947.72
166,895.19

Caost of Remaval
Depr Reserve

12/31/02

1,5586.00
1,338.00

0.00
2.934.00

773,045.00

4,340.00
7.458.00
120,701.00
3,180.00
135,679.00

552.00
1.044.00
115,203.00
1.168.00
117,957.00

28,273.00
9,974.00
62,459.00
32,232.00
5.319.00
708.00
138,971.00

753.00
95,129.00
1,625.00
98,107.00

2.871.00
972.00
189,838.00
2,759.00
31.00
196,471.00

9,087.00
11,442.00
31,854.00
25,558.00

5,058.00

2.324,00
§5,324.00

3.5%4.00
4,214.00
22,926.00
14,041.00

Response to PSC Question No. 56(c)

Adjusted Book
Reserve-w/o COR
12111200

30,139.22

8,410,358.03

1.697.271.64

1,631,807.95

3,131,466.09

1,383,621.73

2,859,785.24

1,626,084.36
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Louisville Gas and Electric

Elactric Division

Calculation of Cost of Removal In Book Depreciation Reserve as of December 31, 2002 Based Upan

Iheoretical Depreciation Raserves (By Location and Account) Using Existing Sepraciation Paramators

Account
No.
(a)
345.00
346.00

341.00
342.00
343.00
344.00
345.00
346.00

341.00
342.00
343.00
344.00
345.00
345,00

341.00
342,00
343.00
344.00
345.00

341.00
342.00
343.00
344 .00
345.00

342.00

A53.10
356.10

,350.10
352.10
353.10
354.00
355.00
356 060
357.00
358.00

— Descrigion __
(d}
Accessory Electric Equipment
Misc. Power Plant Equipment
Brown 5CT

Brown 6 CT
Structures and Improvements
Fuel Holders, Producers and Accessory
Prime Maovers
Generators
Accessory Electric Equipment
Misc. Power Plant Equipment

Brown 6 CT

Brown 7 CT
Structures and improvements
Fuet Holders, Producers and Accessory
Prime Movers
Generators
Accessory Electric Equipment
Misc. Power Plant Equipment
Brown7CT

Trimble County CTS
Structures and Improvements
Fuel Holders. Producers and Accessory
Prima Movers
Generators
Accessory Electric Equipment
Trimble County CTS

Trimble County CT6
Structures and Improvamants
Fuel Hoiders, Producers and Accessory
Prime Movers *
Generators
Accessory Electric Equipment

Trimble County CT6

Trimble County Pipeline
Fuel Holders, Producers and Accessary
Trimble County Pipatine
Tatal Other Production Plant
Total Production Plant

TRANSMISSION PLANT
Project 269

Station Equipment - Non Sys. Control/Cam.

Overhead Conductars and Devicas
Total Project 289

Other Than Project 239
Land Rights

Struct. and Improve. - Nen Sys. Control/Corm.
Station Equipment - Non Sys. Control/Com,

Towers and Fixtures

“Poles and Fixtures

Overhead Conductors and Devices

Underground Conduit

Underground Conductors and Davices
Total Other Than Project 289

Total Transmission Plant

Cost
12/31/02
(e}
2.575,301.42
2,370,656.38
23,972,700.50

69,733.40
363,762.04
19,890,995.18
2,417,994.54
942,589.47
11,034.25
23,596,111.88

105,586.33
102,065.03
20,023,857.45
2,421,079.26
943,792.03
11,043.30
23,807,530.40

1,458,614.33
97,240,956
12,205,907.18
1.527,420.57
680,686.68
15,969,869.72

1,457,842.69
§97,189.52
12,195,437.94
1.526,610.88
680,326.59
15,961,407.62

1,835,164.93
1,835,164.93

152,438,725.77

1.967,114,449.33

.00
.00
0.00

2,592,773.81
2,907,082.83
116,591,836.76
23,879,707.58
26,398,367.92
33,372,312.48
1,868,318.57
5,312,485.53
212,922,885.49

212,922 895.49

Totat Book
Depr Reserva

12/31/02
@

130,470.02
125,200.80
1.206,136.32

5427 .49
28,779.79
1,475,064 65
188,695.05
71,661.01
866.20
1.770,494.18

18,897.37
18,571.38
3,414,831,32
434,489.81
165,275.71
2,008,95
4,054,074.55

23,800.76
1.613.28
189,785.32
24,992 49
10,867.85
251,059.70

23,804 35
1.612.27
189,670.95
24,977.32
10,881,72
250,926.61

39,264 86
39,264.86

20,674,502.23

826,342,597.71

0.00
0.00

1.862,138.53
1,319,755.12
58,783,885.97
21,286,311.23
13,173,697.14
15,162,638.38
273,350.24
1,675,296.39

113,547, 13.00

Response to PSC Question No. 56(c)

Cost of Removal
Depr Reserve

12/31/02

4,688.00
4,374.00
§3,857.00

522,00
3.313.00
57,398.00
18,752.00
3,041.00
36.00
83,062.00

764.00
899.00
§5,870.00
18,155.00
2,949.00
35.00
78,672.00

2,051.00
166.00
8,617.00
2.225.00
413.00
11,.472.00

2,050.00
166.00
8,613.00
2,224.00
413.00
11,466.00

2.954.00
2,954.00

1,013,8592.00

42,965,078.00

0.00
0.00

0.00
101,723.53
0.00
5,507,834.14
3.046.430.45
5,302,734.30
0.00

.00
13,558,780.42

13,958,780.42

Adjusted Book
Resarve-w/o COR

12/31/2002

1.152,279.32

1,687.432.1a8

3,975,402.55

239.587.70

239,460.61

36,310.88
19,660.510.23

783.477.521.71

99,588,332.58
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Louisville Gas and Electric

Eiectric Division

Calcuiation of Coat of Removal In Book Depraciation Reserve as of December 31, 2002 Based Upon

Theoretical Depraciation Reserves (By Location and Account) Using Existing Depreciation Paramsatars

Account
Ng.
(a}

361.00
362.00
364.0¢
365.00
366.00
367.00

358.10
368.20

365.10
368.20

370.10
370.20

373.10
373.20
373.40

392.20
394.00
385.00
356.20

392.10
396.1¢

301.00
302.00

31020
330.20
340.20
350.20
360.20

Description

(@)

DISTRIBUTION PLANT
Structures and improvements

Station Equipment

Poles, Towers and Fixtures
Qverhead Conductors and Devicas
Underground Conduit
Underground Conductors and Devicas

Line Transformers

Line Transtormers

Line Transformers Instadations
Total Account 368

Services

Underground Services

Overhead Services

Total Account 369

Meters & Installations

Meters
Meter Instaillations

Total Account 370

Street Lighting

Overhead Street Lighting

Underground Street Lighting

Street Lighting Trannsformers
Total Account 373

Tota! Distribution Plant

GENERAL PLANT

Transportation Equipment - Trailars
Taools, Shop and Garage Equipment
Laboratory Equipment
Power Qperated Equipment - Other

Total General Plant

Sub-Total Depreciable Plant

Other Plant (Not Studied)
Transportation Equipment - Cars & Trucks
Power Operated Equipment - Hourly Rated

Total Other Plant (Not Studied)

Total Depreciable

Plant

NON-DEPRECIABLE PLANT

INTANGIBLE PLANT

Qrganization

Franchises and Consents

Total Intangibie Plant

Production Land
Hydraulic Plant

LAND

Other Froduction Land

- Transmission Land

Distribution Land

Total Land

Total Non-Depraciable Plant

Cost

12/31/02
{e)

§,969,141.37
77,088,050.08
92,365,173.96

141,726,406.02
52,616,554.86
77,081,441.80

86,279,030.41
8,778,300.38
95,056,330.79

2,342,266.94
20,427,859.34
22,770,148.28

25,219,577.02
8,352,742 98
33,572,320.00

22,6800,470.37
32,156,589.32

87,546.43
54,844,606.12

653,060,171.28

590,217.25
2,687,990 96
1,548,796 71

145,466.83

4,972 471.75
2.838.069,387.85
12,069,086.02
2,337.037 87
14,406 123.8%

2.852.476,111.74

2.240.29
100.09

2,340.29
5,053,819.49
13.00
41,125.54
888.237.78
2,629,414.76
8,612,610.97

8,614,951.26

Total Book
Depr Reserve
12/31/02
0]

2,810,349.10
25,191,883.20
52.703,237.56
67,131,787.38
9,688,016.23
38,273,266.16

'30,721,515.99
2,574,339.21

1.563,578.81
12,732,459.1

12,282,632.27
3,425,757.97

10,854,699.83
11,484,506,55
63,128.93

281,503,207.50

239,107.58
1,172,580.84
914,919.583
145,466.83

14.464,912.06
1.235.857.,830.27
9,473,237 .14
2,469,599.B5

a.00

1,235,857,830.27

0.00
100.00

10¢.00
-30,023.89

0.00
0.00

0.00 .

-126,985.13
-157,009.02

-156,909.02

Cost of Remaval
Depr Reserve

12/31/0

263,364.37
2,707,221.30
51,574,413.02
33,232.448.B5
1.442.685.56
8,847,369.95

2,712,659.47
227,309.83
2,939,969.40

112,301.01
7,605,077.07
7.717.378.08

925,469.15
258,237.30
1,183,706.45

1,868,955.61
1,545,162.17

0.00
3,404,117.78

113,312,678.76

0.00
0.00
0.00
0.00

0.00
170,136,535.18
0.00
0.00
0.00

170.136,535.18

0.00
0.00
0.0¢
0.00
0.00

0.00

0.00

Adjusted Book
Reserve-w/o COR
12312002

168,190,528.74

14,464,912.06

1,065,721,295.09

1.065,721,295.09

100.00

(157,009.02)

-156,909.02

Response to PSC Question Ne. 56(c)
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Louisville Gas and Electric
Electric Diyision

Response to PSC Question No. 56(c)
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Calculation of Cost of Removal in Book Depreciation Reserve as of Dacember 31, 2002 Based Upon
Fheoretical Depreciation Reserves {By Location and Account) Using Existing Depreciation Parametars

Account Cost
Ne. Description 123102
(@) (d) ()

Total Utility Plant in Service 2,361,091,063.00
Plant Held for Future Use

350.20 Substation Land 635,389,54

362.00 Substation Equipment 11,382.12
Total Plant Hel for Future Use 696,771.66

Totai Electric Piant in Service 2,361,787 ,834.66

(1) Life Span Msthod Utiized. Interim Ratirement Rate. Service Lives Vary.

Total Book Cost of Removal  Adjusted Back
Depr Reserve Depr Resarve  Reserve-w/o COR
2302 2302 1213172002

@
1,235,700,921.25  170,136,535.18 1,065,564,386.07

0.00

1,235,700,921.25



Response to PSC Question No, 56(c)
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Table 1a

Louisville Gas and Electric
Gas Division

Acceunt
No,
@)

350.20

351.20
351.30
351.40

352.20
352.30
352.40
352.50

353.00
354.00
355.00
356.00
357.00

365.20
367.04

374.22

375.10
375.20

376.00
378.00
379.00
380.00
381.00
382.00
383.00
384.00
385.00

387.00

3g2.20
304,00
395.00

396.20

Calculation of Cost of Removal In Book Depreciation Reserve as of December 31, 2002 Based Upon
Theoretical Depreciation Reserves ({By Locatlon and Account) Using Existing Depreciation Parameters

— Description
{d}

DEPRECIABLE PLANT

NATURAL GAS STORAGE PLANT
Rights of Ways

Struciures
Compressor Station Structures
Measuring and Regulating Station Structures
Other Slructures
Total Account 351

Wells
Reservoirs
Nonrecgverable Natyral Gas
Well Drifling
Well Equipment

Total Account 352

Lines

Comprassor Stalion Equipment
Measuwring and Reguiating Equipment
Puyrification Equipment

Other Equipment

Total Natural Gas Storage Plant
TRANSMISSION PLANT

Rights of Way

Mains

Total Transmission Plant

DISTRIBUTION PLANT
Othar Distribution Land Rights

Structures and Improverments
City Gate Check Station Struct. and Improve.
Other Distribution Struct. and improve.
Total Account 375

Mains

Measuring and Reguating Siation Equip. - Gen.

Measuring and Reg. Station Eq. - City Gate
Servicas

Maters

Meter Installations

House Regulators

House Regulator Instailations

Industrial Measuring and Reg, Station Equip.
Other Equipment

Total Dustribution Plant

GENERAL PLANT
Transportation Equipment - Trafers
Tools, shop and Garage Equipment
L.aboratery Equipment

Power Qperated Equipment
Power Cperated Equipment - Other
Total Account 396

Total General Plant

Sub-Total Depreciable Plant

COriginal
Cost

12/31/07
(e)

63,676.14

1.011,754.85

10,879.61
1,148,713.70
2,171,248.26

400,511.40
9,648,855.00
2,549,654.96
5,037,800.48

17,637,011.84

10,349,000.14
13,404,078.92
370,320.90
9.314,575.58
861,279.76

54,271,293 .44

220,6859.05
12,193,974.86

12,414,633.01

74,018.23

133,639.45
768,487.48
922,126.93

213,002,709.24
4,580,719.10
2,947,8808.13
103,680,138.72
18.573,635.12
7,218,670.36
3.106,054.85
970,843.46
142.801.65
65,051.59

355,294,663.38

354,261.38
2,896,361.98
435,088.27

58,118.72
58,118.72
3.743,810.31

425,724,401.04

Tatal Bock
Depr Reserve
12/31/02
1]

9.691.16

481,854 58
9,783.40
627,983.27

420,536.97
6,889 872,80
2,360,349.18
2.872,807.28

6,095,%15.63
65,689,545.37
164,482,43
3,420,245.60
214,121.80

30,357 290.55

203,173.96
10,763,203.94

10,966,377.90
41,329.75

68,371.51
250,447.97

80,821,356.04
1,143,819.63
497,844.10
42,281,968.92
5,672,639.18
1,574,182 49
1.252,849.08
307,336.05
61,409.10
12,672.24

113,895,326.07

105,520.57
936,258.93
251,754.70

36,688.40

5,031,508.83

180,350,603.35

Adjustment For
Omitted
Retiraments
(k)

.00

0.00

32,116.18

32,116.18

.00

Q.00

83,859.07
1,019.847.12
271,757.58

39,100.59
35,789.97

1,450,354.33

0.00
0.00

1,482,470.51

Plant

Depr Reserve
—12R1/02

@

9.581.16

443.937.90
B8.943.57
579,166.76
1.032.048.23

420,536.97
6,989,872.00
2,104 89064
2,506,210.96

12,021,511.47

5.547,182.74
6,689,546,37
164,482 .43
3.000,445.28
214,121.80

28,679,029 48

203,173.96
8,497,368.02

8,700,539.98

41,320.75

56,081.25
232.118.15
288,199.40

47,638,638.35
912,694.45
414,085.03
23,448,692 49
4,257,616.39
1,128,796.02
1,090,958.63
271,546.08
61,409.10
12,672.24

79,566,637.94

105,520.57
936,258.93
251,764.70

36,688.40
36,688 40
1,330,232.60

118,278,440.00

Cost of Removal
Depr Reserve
12/31/02

0.00

38,016.58

839.523
43.816.51
87.673.02

o000
0.00
255.458.54
366,596.30
622,054 B4

516,616.71
0.00
0.00
419.800.32
0.00

1,646,144 89

Q.00
2,265837.92

2.265.837.92
0.00

12.290.26
27.320.82
39,620.08

13,182,717.69
23112518

© 0.00
18,833.276.43
395,175.67
173,628.89
122,789 86
0.00

0.00

0.0C

32,578,333.80

0.0O
0.00
0.0Q

Q.00

¢.00

36.880.316.81



Account
Ne.
()

382.10
386.10

3402.00
3as52.10

350.10
arsni
374.12

" Lotuisville Gas and Electric

Gas Division

Response to PSC Question No. 56(c)

Calculation ot Cost of Removal in Book Depreciation Ressrve as of December 31, 2002 Based Upon
Theoreticai Depreciation Reserves (By Location and Account) Using Existing Depraciation Parameters

Description
(d}

Cithar Plant {Not Studied)
Transpartation Equipment - Cars & Trucks
Power Operated Equipment - Hourty Rated

Total Other Plant (Not Studied)

Total Depreciable Plant
HON-DEPRECIABLE PLANT
INTANGIBLE PLANT
Franchises and Consents
Siorage Leaseholds and Rights
Totat Intangible Plant
LAND
Land
City Gate Check Station Land
Other Distribution Land
Total Land
Total Non-Depreciable Plant

Total Gas Pant in Service

Original
Cost
12/31/02
(&
3,209,727 45
2,029.908.51
5,238,635.96

430,964,037.00

1,167.43
552,045.10

553,232.59
32,864.07
0.00
62,043.73
94,907 80
648,140.39

42161217739

{1) Life Span Method Uliized. Interim Retirement Rate. Sarvice Lives Vary.

Summary
Total Book Depr Reserve 12-31-02
Adjustment for Omitted Retirements
Adjusted Book Depr Reserve 12-31-02
Plant & Groas Salvage Depr R.uervo 12-31.02

Cost of Removal Depr Reserve 12.31.02

$160,350,603.35
1,482,470.5¢
158,808,132.34
121,977,816.23

36,890,216 .51

Total Book
Depr Reserve
12/31/02
0]
2,192,855.87
1,508,720.38
0.00

160,250,603.35

800.00
§73,283.92

574,193.92
3.154.64
0.00
-586.44
2,568.20
578,762.12

160,927,365.47

% of Adj'd Resv
Depr Reserve

76.8%

2.2%

Adjustment For
Omitted
Retirements
L]

.00

1,482,470.51

0.00

0.00
0.00

1,482,470.51

Plant
Depr Reserve
12731102
o
2,192 855.87
1.508,720.36
3.701,376.23

121,977.816.23

800.00
573,293.92

574,193.92
3,154.64
0.00
-3858.44
2,568.20
578,762.12

122,554,578.35

Page 61 of 376
Scott

Table 1a

Cost of Removai
Depr Reserve

12/3102

0.00
0,00
0.00

36,890,216.81
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Table 1a
Louisviile Gas and Electric
Common Plant
Caiculation of Cost of Removal In Book Depreciation Raserve as of December 21, 2002 Based Upon
Theoretical Depreciation Reserves {By Location and Account) Using Existing Depreciation Parameters
Total Book  Adjustment For Plant Cost of Removal
Account Cost Depr Reserve Omitted Depr Reserve Depr Reserve
No. Description 12/31/02 12/31/02 Retiremenis 12/31/02 12/31/02
(a) (@ (e) )] &) M
DEPRECIABLE PLANT
GENERAL PLANT
389.20 Land Rights 202,094.94 59,152.70 59,152.70 Q.00
Structures and improvements
390.10  Structures & Improvements - G.O. 44,852,641.93  12,331,415.90 3,428.37 11,779,055.21 548,832 32
380.20 Structures & Improvements - Trans. 1,8603,773.44 429,010.82 405,676.80 23,334 02
390.30  Structures & Improvements - Stores 10,918,534.46 3,921,748.91 3,705,442.1 216,306.80
390.40 Stuctures & Improvements - Shops 379,370.51 148,753.01 140,073.97 8.679.04
390.60  Structures & Improvements - Micro 694,986,239 91,038.63 87.,167.80 3,871.83
Total Account 390 §8,649,316.73  16,921,968.26 3,428.37 16,117 415.88 801.124.01
391.00 Office Furniture & Equipment 16,068,584.97 10,448,074.99 10,448,071.99 0.00
392.20 Transportation Equipment - Trailers 63,404.28 10,771.7% 3.112.35 7,659 44 0.00
393.00 Stores Equipment 1,229,701.73 272,869.12 272,869.12 0.00
384.00 Tools, Shop and Garage Equipment 1,828,936.72 558,696.04 550,696.04 0.00
395.00 Laboratory Equipment 22.281.50 11,531.93 11,531.93 Q.00
Power Operated Equipment
396.20 Power Operated Equipment - Other 14,147.08 6,555.71 6,555 71 Q.00
Total Account 386 14.147.08 6,555.71 0.00 6,585.71
Communication Equipment
397.00 Communication Equipment 29,922 166,57 9,915,062.42 9,915,082.42 0.00
397.10  Communication Equipment - Camputer 5.189,546.51 1,514,083.95 1.514,083.95 0.00
Total Account 397 35,111,713.08  11,429,146.37 0.00 11,429,148.37 0.00
398.00 Miscellaneous Equiprment 1,3112,231.71 244.741.40 244,741.40 0.00
TOTAL General Plant 114,302,412.74  55,289,741.92 §,540.72 39,155,840.58 801,124.01
Sub-Total Depreciable Plant * 114,302.412.74  55,289,741.32 6,540.72 39,155,840.58 801,124.01
Other Plant (Not Studied)
39011 Struct & Improv.-G.0. (LG&E Bldg & Actors) 2,409,305.82 1,455,764.48 1,431,945 38 2381910
391.30 Computer Equipment 16,385,046.53 8,277,681.43 8,277,681.43 0.00
391.31  Personal Computers 9,794,521.46 5,300,087.10 5,300,087.10 0.00
39210 Transportation Equipment - Cars & Trucks 223,351.84 121,852.82 121,852,82 0.00
396.10  Power Operated Equipment - Hourly Rated 26144723 170,850.79 170,850.79 .00
Total Other Plant {Not Studied) 29,073,672.98 0,00 15,302,417.51 23,819.10

Total Depreciable Plant 143,376,085.72  55,289,741.92 6,540.72 54,458,258.09 824,943.11
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Scott
) Table 1a
Loulsville Gas and Electric
Common Plant
Calculation of Cost of Removal In Book Depreclation Reserve as of December 31, 2002 Based Upon
Thecretical Depreciation Resarves (By Location and Account} Using Existing Depraciation Parameters
Total Book  Adjustment For Plant Cost of Removal
Account Cost Depr Reserve Omitted Depr Reserve Depr Reserve
No. Description 12/31/02 12/31/02 Retirements 12131102 12131102
(@ @ (e} 0] k) 0]
NON-DEPRECIAB LANT
INTANGIBLE PLANT
301.00 Organization 83,782.29 0.00 0.00 0.00
302.00 Franchises and Consents 4,200.00 4,700.00 4,700.00
303.00 Miscellaneous Intangible Plant - Soft 24,365,948.39  18,018,454.53 18,018,454.53
303.20 Miscetlanecus Intangible Plant - Law 78,799.60 78,799.60 78,799.60
TOTAL intangible Plant 24,532,730.28  18,101,954.13 .00 18,101,954.13
LAND
389.10 General Land 1,661,503.17 0.00 0.00
TOTAL Land 1,661,503.17 0.00 0.00 0.00
TOTAL Non-Depreciable Plant 28,19423345 18,101,954.13 0.00 18,101,954.13
TOTAE Common Utility Plant in Service 169,570,318.17  73,391,686.05 6,540.72 72,560,212.22
(1) Life Span Methaod Uliized. Interim Retirement Rate. Service Lives Vary.
% of Ad]'d Resv
Summary Depr Reserve
Total Book Depr Reserve 12-31-02 $55,289,741.92
Adjustment for Omitted Retirements 6.540.72
Adjusted Book Depr Reserve 12-31-02 55,283,201.20
Plant & Gross Salvage Depr Resarve 12-31-02 $4,458,258.09 98.5%

Cost of Removal Depr Reserve 12-31-02 824,943.11 1.5%
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Louisville Gas and Electric Company
Estimated Removal Cost in Reserve

at Decentber 2002

Reserve
Balance
12-31-02

LG&E

Property Group

Totat Steam Praduction Plant

Ohio Falis Hydraulic Production Plant
Total Other Production Plant

Total Transmission Plant

Total Distribution Plant

Total General Plant

TOTAL ELECTRIC

TOTAL GAS *

TOTAL COMMON

TOTAL LG&E

KU

TOTAL KU

Total Steam Production Plant

Ohio Falls Mydraulic Production Plant
Total Other Production Plant

Total Transmission Plant

Total Distribution Plant

Total General Plant

TOTAL UTILITY

796,484 692.45
9,183,403.03
20,674,502.23
113,547,113.18
281,376,222.37
14.464.912.06
1,235,730,845 32

158,773,492.53

73,242,363.78

1 ,467,7455701 K]

794,854,592.78
8,323,904.23
50,312,904.75
249,396,208.57
371,679,811.83
49,485,369.49

— =y
1.235,730,845.32

2,703,477,546.95
e ]
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Estimated % of
Net Salvage Reserve
81,279,833.36 10%

- 0%

- 0%
20,025,125.45 18%
€6,721,682.50 24%
(2,532,915.75) -18%
165,493,725.56 13%
41,317,003.31 26%
1,963,218.1 3%
208,773,947.17 14%
81,279,833.36 10%
. 0%

- 0%
20,025,125.45 8%
66,721,682.50 18%
253291575 -5%
165,493,725.56 13%
374 267,672.73 14%,
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Louisviile Gas and Electric Company
Estimated Removal Cost in Reserve

at December 2002
Reserve
Balance Salv/Dep Estimated
Property Group 12-31-02 Ratio Removal Cost
intangible Plant
302 Franchises and Consents 100 0% -
303 Misc Intangible Plant -
Tota!l intangible Plant 100 -
Stearn Production Plant
Cane Run 1 8,717,921 0% -
Cane Run 2 3,599,596 0% -
Cane Run 3 9,360,592 0% -
Cane Run 4 27,104,122 18% 4,878,741.54
Cane Run § 24,639,026 18% 4.435,024.74
Cane Run 6 42 775,260 17% 7,271,794 .17
Cane Run 4 FGD 22,203,603 0% -
Cane Run 5 FGD 29,596,490 43% 12,726,490.51
Cane Run 6 FGD 26,114,613 35% 9,140,114 44
Mill Creek 1 60,261,697 15% 9,035,254 60
Mill Creek 2 41,305,842 15% 6,195,876.35
Miil Creek 3 83,616,061 7% 5,853,124.28
Mill Creek 4 123,046,294 7% 8,613,240.61
Mill Creek 1 FGD 26,916,971 14% 3,768,375.95
Mill Creek 2 FGD 22,393,336 14% 3,135,067.07
Milt Creek 3 FGD 24,058,271 12% 2,886,992.49
Mill Creek 4 FGD 37,063,736 9% 3,335,736.21
Trimble County 1 150,632,617 3% 4.518,978.52
Trimble County 1 FGD 32,078,643 5% 1,603,932.17
Total Steam Production Plant 796,484,692 81,279,833
Ohio Falls Hydrautic Production Plant 9,183,403 0% -
Other Production Plant
Cane Run 11 1,832,951 0% -
Zorn 1,748,765 0% -
Waterside 3,270,437 0% -
Paddys 11 1,481,729 0% -
Paddys 12 3,056,256 0% -
Paddys 13 1,711,408 0% -
Brown 5 1,206,136 0% -
Brown 6 1,770,494 0% -
Brown 7 4,054,075 0% -
Trimble County 5 251,080 0% -
Trimble County 6 250,827 0% -
TC Pipeline 39,265 0% -
Total Other Production Plant 20,674,502 -
Transmission Plant
350.1 Land Rights 1,328.614 0% -
352 Structures and Improvements 1,552,050 18% 279,369.07
353.1 Station Equipment 65,044,509 0% -
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354 Towers & Fixtures

355 Poles & Fixtures

356 Overhead Conductors and Devices

357 Underground Conduit

358 Underground Conductors & Devices
Total Transmission Plant

Distribution Plant

360.1 Land Rights

361 Structures and Improvements

362 Station Equipment

364 Poles Towers & Fixtures

365 Overhead Conductors and Devices

366 Underground Conduit

367 Underground Conductors & Devices

368 Line Transformers

369 Services

370 Meters

373 Street Lighting & Signal Systems
Total Distribution Plant

General Plant .
392.0 Transportation Equipment
394 Tool, Shop & Garage Equipment
385 Laboratory Equipment
396 Power Operated Equipment
Total Generai Plant

Total Electric Reserve

17,988,442
10,493,122
15,781,857
286,505
1,062,014

113,547,113

(126,985)
4,271,725
38,785,067
45,059,307
58,580,199
18,971,047
29,087,262
41,798,461
12,741,426
13,259,008
18,949,708

281,376,322

10,924,780
665,248
680,339

2,194,545

14,464,912

1,235,730,945

56%
26%
44%
0%
0%

0
0.18
0.07
0.48
0.32
0.06
0.14
0.13
0.62
0.14
0.13

-17%
0%
-9%
-28%

Response to PSC Question No. 56(c}

10,073,627.73
2,728,211.62
€,944,017.02

20,025,125

768,810.43
2,714,954 67
21,628,467.18
18,745,663.78
1,138,262.82
4,072,216.74
5,433,799.98
7.899,684.10
1,856,260.77
2,463,462.02

66,721,682

(1,857,213)

(61,230)
(614,473)

(2,532,916)

165,493,726
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Louisville Gas and Electric Company Scott

Estimated Removal Cost in Reserve
at December 2002

Reserve
Balance SalviDep Estimated
Property Group 12-31-02 Ratio Removal Cost
GAS PLANT
INTANGIBLE PLANT 574,194 0% -
UNDERGROUND STORAGE
350.10 LAND 2,857 0% -
350.20 RIGHTS OF WAY 17,227 0% -
351.20 COMPRESSOR STATION STRUCTURES 612,216 19% 113,918.54
351.30 MEAS. & REG. STATION STRUCTS, 14,190 0% -
351.40 OTHER STRUCTURES 702,549 36% 255,063.41
352.20 RESERVOIRS 435,216 0% (4.04)
352.30 NONRECOVERABLE NATURAL GAS 6,498,004 0% 2.79
352.40 WELL DRILLING 2,284,122 54% 1,234,368.43
352.50 WELL EQUIPMENT 2,490,213 38% 939,950.73
353.00 LINES 5,303,771 13% 713,679.40
354.00 COMPRESSOR STATION EQUIPMENT 6,416,288 0% 12.78
355.00 MEAS. & REG. EQUIPMENT 241,547 0% 22.90
356.00 PURIFICATION EQUIPMENT 3,000,444 26% 765,652.11
357.00 OTHER EQUIPMENT 188,129 0% 2.64
TOTAL UNDERGROQUND 28,206,572 4,022 671
TRANSMISSION PLANT
365.20 RIGHTS OF WAY 184,549 0% -
367.00 MAINS 10,781,829 49% _ 5,238,918.44
10,966,378 5,238,918.44
DISTRIBUTION PLANT
374.00 Land Rights . 63,454 0% -
37510 CITY GATE CHECK STATION STRUCTS. 84,620 43% 36,456.99
375.20 OTHER DISTRIBUTION STRUCTURES 278,034 16% 4494473
376.00 MAINS 72,244,897 22% 15616,723.17
378.00 MEAS. & REG. STATION EQUIP.-GEN. 1,714,716 7% 125,687.14
379.00 MEAS. & REG. STATION EQUIP.-CITY GT 1,009,276 0% {6.28)
380.00 SERVICES 29,680,885 54% 16,072,643.62
381.00 METERS 5,556,038 7% 39762424
382.00 METER INSTALLATIONS 1,395,746 12% 170,171.88
/383.00 HOUSE REGULATORS 1,442,672 7% 101,5670.53
384.00 HOUSE REGULATOR INSTALLATIONS 413,586 0% 0.73
385.00 IND. MEAS. REG. & STATION EQUIPMEN 92,036 0% (10.00)
387.00 OTHER EQUIPMENT 18,779 0% {2.03)
TOTAL DISTRIBUTION 113,994,740 32,565,805
GENERAL PLANT
392.10 TRANSPORTATION EQUIP-TRUCKS 2,136,820.64 0% -
392.20 TRANSPORTATION EQUIP-TRAILERS 78,755 -13% (10,257.04)
"394.10 SHOP EQUIPMENT 787,585 -19% {149,242 .27)
395.00 LABORATORY EQUIPMENT 210,471 -8% (17.182.08)
356.20 POWER OPERATED EQUIPMENT 1,817,977 -18% (333,708.16)
TOTAL GENERAL PLANT 5,031,609 {510,391
TOTAL GAS PLANT 158,773,493 41,317,003



Louisville Gas and Electric Company

Estimated Removal Cost in Reserve

Response to PSC Question No. 56(¢)
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at December 2002
Reserve
Balance SalviDep Estimated
Property Group 12-31-02 Ratio Removal Cost
COMMON PLANT
GENERAL PLANT
380.10 STRUCTS. & IMPROVES. - MISC. 14,643,039 10% 1,394,045.60
380.20 STRUCTS. & IMPROVES. - TRANSP. 582,428 10% 60,377.62
390.30 STRUCTS. & IMPROVES. - STORES 5,877,424 12% 690,342.93
390.40 STRUCTS. & IMPROVES. - OTHER 258,257 15% 39,606.55
390.60 STRUCTS. & IMPROVES. - MICROWAVE 75,498 12% 8,842.73
391.00 OFFICE EQUIPMENT - EXCL. COMPUTER 5,258,703 -4% {190,421.33)
392.20 TRANSPORTATION EQUIP. - TRAILERS 25213 -19% (4,713.03)
393.00 STORES EQUIPMENT 301,474 7% {19,924.16}
394.20 GARAGE EQUIPMENT 399,478 12% 47,673.05
395.00 LAB EQUIPMENT 6,221 -13% (803.81)
386.20 POWER OPERATED EQUIPMENT 266,994 -23% (61,805.03)
387.00 COMMUNICATION EQUIPMENT 10,120,015 0% {2.82)
398.00 MISC. EQUIPMENT 147,136 0% -
TOTAL DEPREC. GENERAL PLANT 37,861,880 1,963,218.31
COMPUTER EQUIPMENT 9,559,023 0% -
PC EQUIPMENT 7,038,487 0% -
389.20 LAND RIGHTS 85,682 0% -
391.1 TRANSP. CARS & TRUCKS 495,338 0% -
- 0% -
TOTAL GENERAL PLANT 55,140,410 1,963,218
INTANGIBLE PLANT 18,101,954 0% -
TOTAL COMMON PLANT IN SERVICE 73,242,364 1,863,218

Scott



Kentucky Utilities Company
Estimated Remaval Cost In Raserve

at Dacember 2002
Reserva
Hatance Salv/Dep Estimatad
Property Growp 12-31-02 Ratio Removal Cost
Intangibie Plant
30Z Franchises and Cansents 30,161
303 Misc Intangible Plant 9,098,838
Tolal Intangible Plant 9129018 -
Steam Production Plant
Brawn Lnit 1 31,175,389 22% 6,858,585.60
Brown Unit 2 25,573,077 17%  4,347423.02
Brown Unit 3 81,080,583 13%  10,540,475.75
Ghent Unit 1 100,224,747 0% 10,022.474.72
Ghent Unit 2 101,658,765 19% 19.315,185.44
Ghent Unit 3 175,352,501 12%  21,042,300.15
Ghent Unit 4 141,254,946 10% 14,125494.63
Green River Units 182 19,587,149 48% 9,401,831.71
Graen River Unit 3 15,954 468 3% 6,222242.60
Green River Unit 4 26,883,951 25% 6,720,967 87
Pinaville Unit 3 2.036,242 32% 651,597.42
Tyrona Unit 3 25,979,979 52% 13,509,589.08
Systerm Laboratory 618,402 0% -
PoHlution Controi Equipment 47,474 352 10% 4,747.423.19
Total Steam Production Plant 794,854,583 127 505,607
Hydraulic Production Plart
Dix Dam 7,535,238 25% 1,883 809.03
Lock #7 7688.668 54% 425.880.79
Total Hydraulic Production Plant B.323,904 2,309,689.82
Other Production Plant
Brown 5 1,052,014 0% - -
Brown 6 4,200,846 0% -
Brown 7 4,501,716 0% -
Brown B 7.443,528 0% -
Brown 9 10,106,714 0% -
Brown 9 Fipeline 2,230,833 0% -
Brown 10 6,645,682 0% -
Brawn 11 7,025,522 0% -
Haefling 4,284 007 0% -
Paddys 13 1,498,867 0% -
TGS 613,822 0% -
TC6 €13,501 0% -
TC Pipaline 95,855 % -
Totat Cthar Praduction Plant 50,212,905 -
Transmisssan Plant
350.1 Land Rights 13,791,158 0% -
352 Structuras and Improvamants 3,753,177 45% 1,688.929.50
353.1 Station Equipment 48,523,476 14% 6,793,206 .66
353.2 Syst Contral/Microwave Equip 12,319,025 19% 2,340.614.82
354 Taowers & Fixtures 35,975,699 55% 19,788,834.20
355 Potes & Fixiuras 50,576.279 59% 29,840,004.41
356 Qverhead Conduciors and Devicas 83,708,013 53%  44,365776.85
357 Underground Cordurt 88,512 1% 10,847.28
358 Underground Conductars & Davices 645771 8% £1,661.68
Tetal Transmission Plant | 249,396,209 104,879,955
Distribution Plant
J6C.1 Land Rights 851,241 o -
381 Structures and Improvements 1,196 119 0.14 167,455.57
362 Station Equipment 24,988,144 013 3,248, 450.72
364 Poies Towars & Fixtures 83,400,337 044 36,696,148.39
365 Overhead Conductors and Devicas 86,113,585 046 39,612,248.22
366 Underground Canduit 595,503 016 95,280.46
367 Underground Conductors & Devices 10.039,150 o011 1,104,310.92
368 Line Transfomers 74,145,010 013 963885132
369 Servicas 40675621 043 17,490,516.97
_ 370 Maters 23,665 574 0.45  3,549,826.08
371 instaliations on Customer Pramises 9,433,568 o -
373 Strest Lighting & Signal Systems 16 473,489 044 2.306,288.50
Total Distribution Plant 371,879,812 113,909,296
General Plant
389.1 Land Rights 154,183 0% -
380.1 Structures & Improvaments 7.705,511 0% .
331.1 Office Furniture & Equipment 15345624 0% -
392.¢ Transpartation Equipment 20,582,770 0% -
383 Siores Equipmant 253 419 -12% (30,410}
394 Tool, Shop & Garage Equipment 1,130,302 -8% {80,424}
385 Laboratory Equipment 1,219,542 5% (80.977)
396 Power Operated Equipment M7 3Me B1% (71,564}
- 387 Communication Equipment 2,718,367 0% -
398 Misc Equipment 258,333 0% -
Total General Plant 49,485 369 {253,375)
Total Raserve 1,633,181,808 348,351,273
RwWIP 3476144.28

Es! removal cost in Resarve xls
10-02-01
127 PM

1,536 657,852

8off

23%
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Appendix E

Discount and Inflation Rates
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Skaggs, Gerald
T
From: Arbough, Dan
Sent: Monday, November 18, 2002 1:20 PM
'0: Skaggs, Gerald :

Subject: RE: Interest Rates
Gerald,

The 30 year treasury is now yielding 4.91% and the 30 year inflation adjusted bond is yielding 2.81%
suggesting an inflation premium of 2.1%.

The utility bond index was most recently (Nov. 5) showing a yield of 7.15% while the 20 year treasury
was trading at approximately 4.39% on Nov. 5. The risk premium is 3.24%. One of KU's bonds
continues to trade at about 8%, but the issue is quite small and illiquid so | don't think it provides a

very useful market guage.

Dan
----- Original Message--—-
From: Skaggs, Gerald
Sent: Monday, Novemnber 18, 2002 9:21 AM
To: Arbough, Dan

Subject: FW: Interest Rates

Dan,

Attached are some rates you gave me in July for FAS 143. Given the drop in interest rates since then, | assume we
need to revise our FAS 143 assumptions. Can you tell me the appropriate rates to use now.

Thanks
G
---—Qriginal Message-----
From: Arbough, Dan
Sent: Thursday, July 25, 2002 5:51 PM
To: Skaggs, Gerald
Subject: Interest Rates
Geraid, ’

| pulled some information from Bloomberg which | will summarize below, but would be happy to
fax to you if you'd like. -

FAS 143 Assumptions

The current 30 year treasury bond yield is 5.3% while the 30 year inflation adjusted treasury is
yielding 2.99%. Based on this, the market's inflation expectation over the 30 y ear period is
2.31%.

The current corporate utility bond index yield for A rated issuers is 7.97% for 20 years (the longest
quoted index). The 20 year treasury is yielding about 4.84% resulting in a risk premium of 3.13%.
it is difficult to track a security for KU or LG&E specifically because all of the longer term bonds
are either tax exempt or contain embedded call options, -but ene of KU's bonds maturing in 2027
was yielding 8% today. '

City of Paris, KY sale
| checked the credit rating of Paris, KY and they have only one bond outstanding that is rated and
1
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it is insured so | am not clear on the creditworthiness of Paris. :However, | was able to find index
rates for muniicipal power issuers. | would suggest using a maturity of 3 years orso.because it is
close to the average life of a morigage style five year bond. The index fora 3 year AA municipal
-~ utility is 2.32% while a A rated utility is 2.55%. Most municipal issuers would be A or better. |
would suggest using the 2.55% discount rate in your calculations. '

Call me if you have questions.

Dan
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From: Arbough, Dan
Sent: Thursday, July 25, 2002 5:51 PM
To: Skaggs, Gerald

ubject: Interest Rates
Gerald,

I pulled some information from Bloomberg which | will summarize below, but would be happy to fax to
you if you'd like.

FAS 143 Assumptions

The current 30 year treasury bond yield is 5.3% while the 30 year inflation adjusted treasury is
yielding 2.99%. Based on this, the market's inflation expectation over the 30 y ear period is 2.31%,.

The current corporate utility bond index yield for A rated issuers is 7.97% for 20 years (the longest
quoted index). The 20 year treasury is yielding about 4.84% resulting in a risk premium of 3.13%. It
is difficult to track a security for KU or LG&E specifically because all of the longer term bonds are

either tax exempt or contain embedded call options, but one of KU's bonds maturing in 2027 was
yielding 8% today.

City of Paris, KY sale

| checked the credit rating of Paris, KY and they have only one bond outstanding that is rated and it
is insured so | am not clear on the creditworthiness of Paris. However, | was able to find index rates
for muniicipal power issuers. | would suggest using a maturity of 3 years or so because it is close to
the average life of a mortgage style five year bond. The index for a 3 year AA municipal utility is

2.32% while a A rated utility is 2.55%. Most municipal issuers would be A or better. | would suggest
using the 2.55% discount rate in your calculations.

-all me if you have questions.

Dan

ure 757 olrtont —2all
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Press 98<G0> to make & copy, 99<G0> to clear news alerts. Index MFV I
17:26 Power Page 2 7 4

S4<GD> Visw News.

SECURITY |Ticker | NISSSINTICETNNT [PREVIOUSTZ CHANGE]
ARS -

3 3 Month POUR2A3M 1,22 17:00 1.26  -3.17
9 & Month POLR2ARM 1.32 17:00 1.33 -. 75
9 1 Year POWR2A01 1.57 17:00 1.58 -.63
§ 2 Year POLR2A02 1.97 17:00 2.01 -1.99
7N 3 Year POWR2A03 2,34 17:00 2.33  -1.88
8 4 Year POLIR2A04 2,71 17:00 2.75  -1.45
9 5 Year POWR2R0S 3.04 17?:00 3.08  -1.30
10 7 Year POLIR2A0? 3.57 17:00 3.61 -1.11
i} 9 Year POLR2A0S 3.9?7 17:00 4.01  -1.00
13 10 Year POLRZA10 4,12 17:00 4,18 -.96
D 12 Year POWR2A12 4.3? 17:00 4,40 ~.E8
19 14 Year POLR2A14 4,56 17:00 4,57 -.22
9 15 Year POWR2A1S 4.64 17:00 4,65 -, 22
18 17 Year POUR2A1? 4.79 17:00 4,80 -.2!
17} 19 Year POLR2A1T 4.92 17:00 4.93 -.20
188 20 Year POLRZAZ0 4,87 17:00 4,98 -.20
19 25 Year POWR2AZS 5.02" 17:00 5.03 -.20
30 Year PLR2A30 5.03 17:00 5.04 -.20
Hong Kong 852 2577 6300 Jopon 81 3 o) 5508 30ats® o 212 1006 U5, % 292 303 2908 °§5§i§£ %Jﬁfm?z'iifé

Efleombars



87-26-82 12:44 LGE 1D=5826272229 P.eS

Response to PSC Question No. 56(c)

Page 87 of 376
Scott

Press 98<G0> to make a copy, 93<GO> to clear neus alerts, Index MFVI
17:26 Power Page 3 / 4

84<G0>_ Vieu Neus.

SECIRNY | Ticker AN |PREVIOUSTZ CHANGE]
D
3 3 Month POLRALIM 1.35 17:00 1.33 -~2.88
49 6 Month POURA16M 1.45 17:00 1.47 -.68
9 1 Year POLRALD1 1.70 17100 1.69 .59
B 2 Year POWRAL02 : S 17:00 2.15 .00
7 3 vear FOURA103 17:00 2.59 -1.54
® 4 Year POWRAL04 2,90 17:00 2,94  -1.36
% S Year POLRAIOS 3.21 17:00 3.25 -1.23
1 ? Year POLWRALGT 3.67 17:00 3.71 -1.08
1 9 Year POWRALO0S 4,03 17:00 4.07 -.98
I3 10 Year POWRAT10 4.17 17:00 4,21 -.95
13 12 Year POLRALIZ 4.40 17:00 4,43 -.68
49 14 Year POURAL14 4,60 17:00 4,61 -.22
13 15 Year POWRA11S 4.67 17:00 4.68 -.21
IR 17 Year POLRAL]? 4.80 17:00 4.81 -.21
17 19 Year POWRAL1S 4,93 17:00 4,94 -.20
19 20 Year POUWRATZ0 4.97 17:00 4,98 -.20
19 25 Year POLRA125 5.07% 17:00 5.08 -.20
5.08

2 30 Year POWRAL30 5.08 17:00 . -.20
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94<G0> Vieuw Neus.

SECUEITY [Ticker | RN TR [PREVIOUST% CHANGE]
A
D 3 Honth POWR1AZM 1.4 17:00 1.44 -2.78
4 6 Month POUR1AGH 1.50 17:00 1.51 ~-.66
5 1 Year POWR1AD1 1,77 17:00 1.76 .57
B 2 Year POLR1AD2 2,23 17:00 2.24 -.45
,(n 3 Year POWR1AG3 17:00 2.65  ~1.51
® 4 Year POWR1AG4 2.37 17:00 3.01 -1.33
9 5 Year POWRIAOS 3.28 17:00 3.32 -1.20
I 7 Year POUR1AO? 3.74 17:00 3.7 -1.06
1) 9 Year POUR1AOT 4,10 17:00 4.149 - -.97
13 10 Year POUR1AL0 4.24 17:00 4,28 -.93
[ 12 Year POWR1AL2 4.48 17:00 4.51 -.67
19 14 Year POWR1AL4 4,70 17:00 4.71 -.21
19 15 Year POUR1ALS 4.80 17300 4,81 -2t
1§ 17 Year POURIAL? 4.96 17:00 4.97 -.20
1) 19 Year POUR1A1Y 5.07 17:00 5.08 -.20
18 20 Year POWR1AZ0 5.11 17:00 5.12 -.20
19 25 Year POWR1AZS 5.14° 17:00 5.15 -.19
W30 Year POWR1A30 5.15 1?:00 5.16 -.19
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Clean Water Act
1. National Pollutant Discharge Elimination System
ash treatment basins
coal pile runoff basins (limestone) (gypsum) (any material storage pile)
sewage treatment plants'

KYDOW 401 KAR Chapter 5
USEPA 40 CFR Part 122, 123, 124, 125, 129 & 423

2. Best Management Practices Plan
hazardous chemical storage (aboveground)

KYDOW 401 KAR Chapter §
USEPA 40 CFR Part 125 Subpart K.

3. Spill Prevention Control and Countermeasures Plan and Facility Response Plan
petroleum product storage (aboveground)

KYDOW 401 KAR Chapter 5
USEPA 40 CFR Part 112 Part 151

must properly close all wastewater treatment facilities under KPDES permit program

must remove all material storage piles (coal, limestone, gypsum, etc.) to eliminate the
potential for “contaminated” stormwater runoff from the site

must drain/remove all hazardous chemicals/petroleum products from aboveground
storage tanks/reservoirs and recycle/reuse or disposed of properly

/
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FASB 143
Asset Retirement Obligations

Clean Air Act

1. Title IIl — Hazardous Air Pollutants
asbestos — only a concern if there is a “release” to the environment of 1 Ib.
or more — typically, asbestos can be left in place as long as it is in a non-
friable state (i.e., encapsulated, covered with lagging, etc.)

USEPA asbestos NESHAPS = 40 CFR Part 63
KYDAQ asbestos = 401 KAR Chapter 58

2. Title VI - Stratospheric Ozone Protection
refrigerants — must be removed at the end of the useful life of a piece of
refrigerant equipment — must be recycled or disposed of properly

USEPA refrigerant rule = 40 CFR Part 82
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Resource Conservation and Recovery Act
1. Hazardous Wastes: toxic, ignitable, corrosive

KYDWM 401 KAR Chapter 31 & 32
USEPA 40 CFR Part 260, 261, 262, 263, 270 & 271

must be removed from the site and disposed of properly
LQ hazardous wastes, mercury, laboratory chemicals, boiler water
chemicals

2. Special Wastes: coal, ash, (bottom and fly), scrubber sludge

KYDWM 401 KAR Chapter 45
USEPA 40 CFR Part 261

coal combustion by-product storage disposal facilities must be properly
closed and monitored

ash treatment basins

scrubber sludge landfills

Toxic Substances Control Act

1. PCBs
USEPA 40 CFR Part 761

must be removed from electrical equipment (transmission and distribution
substations GSUs) at the end of its useful life and disposed of properly

removed gas pipeline — wipe for PCBs and disposed of properly
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Comprehensive Emergency Response and Liability Act
I. Underground Storage Tank Program

KYDWM 401 KAR Chapter 42
USEPA 40 CFR Part 280 & 281

must properly “close” all USTs

Corps of Engineers

barge mooring facilities / intake and discharge structures

Federal Aviation Administration
striping (painted red/white stripes)
chimneys — lighting requirements on stacks of a certain height and/or distance
from airports
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Caryl M. Pfaiffer

e R - AU T S Director, Environmental Affairs
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DEPARTMENT OF ENERGY Regulatory Commission, 888 First In a Notice of Propased Rulemaki.ng
Street, NE., Washington, DC 20426, (NOPR) issued on October 3q, 20021 the

Federal Energy Regulatory (202) 502-8283, Commission proposed to revise its

Commission Raymond Reid (Technical Information),  Uniform Systems of Acconnts ? for

18 CFR Parts 35, 101, 154, 201, 346,
and 352

{Pocket No. RM02-7-000, Ordar No. 831]

Accounting, Financial Reporting, and
Rate Filing Requirements for Asset
Retirement QObligations

Issued April 8, 2003,
AGENCY: Federal Energy Regulatory
Commission, DQE.
ACTION: Final rule,

SUMMARY: The Federal Energy
Regulatory Commission (Commission) is
amending its regulations to update the
accounting and financial reporting
requirements for asset retirement
obligations under its Uniform Systems
of Accounts for public utilities and
licensees, natural gas and oil pipeline
companies.

The Commission is establishing
uniform accounting and financial
reporting for the recognition and
measurement of liabilities arising from
retirement and decommissioning
obligations of tangible long-lived assets,
and related costs. More specifically, the
Commission is adding new balance
sheet accounts to record the liability
and the related asset, new income
statement accounts to record the
accretion of the liability and the
depreciation of the related asset, adding
and revising as necessary the
definitions, general and plant
instructions contained in the Uniform
Systems of Accounts. The Commission
is alsa revising the following Arinual
Repors: FERC Form Nos. 1, 1-F, 2, 2—
A, and 6 to include the new accounts
contained in the Final Rule. Finally, the
Commission is revising its rate filing
requirements to address the above-
mentioned changes.

An important cbjective of the rule is
to provide sound and uniform
accounting and fnancial reporting for
the above types of transactions and
events. The new accounts and changes
" to the FERC Forms will add visthility,
completeness and consistency of the
accounting and reperting of labilities
for asset retirement obligations and the
related asset retirement costs, the
accration expense an the liability and
the depreciation expense on the
capitalized asset retirement costs,
EFFECTIVE DATE: The rule will become
effective May 21, 2003.

FOR FURTHER INFORMATION CONTACT:
Mark Klose {Project Manager), Office of
the Executive Director, Federal Energy

Office of the Executive Directar,
Federal Energy Regulatory
Commission, 888 First Street, NE.,
Washington, DC 204286, (202) 502
6125.

Robert T. Catlin (Technical
Information), Office of Markets,
Tariffs, and Rates, Federal Energy
Regulatory Commission, 888 First
Street, NE., Washington, DC 20426,
(202} 502-8754.

Julia A. Lake (Legal Information), Office
of the General Counsel, Federal
Energy Regulatory Commission, 888
First Street, NE., Washington, DC
20426, (202) 502-8370.

SUPPLEMENTARY INFORMATION:
L Ingoduction
II. Background
TI1. Discussion
A. Accounting for the Cumulative Effect
Adjustment
B. Recognition of Regulatory Assets and
Liabilities
C. Autharity To Adjust Accumulated
Deprectation (Accounts 108 and 110)
D. Accounting for Cost of Remaval That
Daes Not Constitute a Legal Qbligation
E. Accounts Established for Recording
Accretion of Asset Retirement
Obligations and Depreciation of Asset
Retirement Costs
F. Accounts for Recording Asset
Retirement Casts
G. Accounting for Gains and Losses for the
Setllement of Asset Retiremnent
Obligations Related to Electric and Gas
Utility Plant
H. Accounting for Gains and Losses for the
Setlement of Asset Retirement
Obligations Related to Nonutility Plant
I. Other Accounting Matters
I. Tariff Filing Requirements
1. Tarifi Filing Requirements Under 18
CFR pant 35 and 18 CFR part 154
2. Tariff Filing Requirements Under 18
CFR part 346
K. implementation for Accounting and
Reporting Purpases
IV. FERC Annua) Report Forms
V. Regulatory Flexibility Act Certification
V1. Environmental impact Statement -
V1L Information Collection Statement
VTil. Document Availability K
IX. Effeclive Date and Congressianal
Notification
Regulatory Text :
Appendix A—List of Commenters
Appendix B—Summary of Changes to
Schedules for Forms 1, 1-F, 2, 2-A, and
6
Appendix C—Revised Schedules for Forms 1,
1-F. 2.2-A, and 6

L Introduction

1. The Federal Energy Regulatory
Commission (Commission) is revising ~
its regulations to update the accounting,
reporting and rate filing requirements.

public utilities and licensees,? natura]
gas companies* and ail pipeline
companies * by establishing uniform
accounting requirements for the
tecognition of liabilities for legal
obligations essociated with the
retirement of tangible long-lived assets
and the assaciated capitalization of
these amounts as part of the cost of the
asset giving rise to the obligation.

2. An asset retirement obligation is a
liability resuiting from a legal obligation
to retire or decommission a plant asset,
The types of work activities typicaily
include remaoving or dismantling the
asset. For example, public utilities have
a legal liability to decommission nuclsar
plants under certain Nuclear Regulatory
Commission [NRC) regulations. The
type of activities may include the
dismantlement and removal of the
reactor vessel and the related
contaminated facilities.

3. After carefully considering the
comments received, the Commission
haz determined that a Final Rule
revising its accounting regulations,
Annual Report Forms {(FERC Form Nus,
1. 1-F. 2, 2—A and &), and rate filing
requirements for asset retirement
obligations should be izsued.

4. The purpose of this Final Rule is to
improve the usefulness and
transparency of financial information
provided to the Commission and other
users of the FERC Forms by establishing
uniform accounting and reporting
requirements for legal obligations
associated with the retirement of
tangible long-lived assets. The
Commission is of the view that such

' 67 FR 65816 {Nov, 19, 2002) and 67 FR 70890
(Nov. 27, 2002), IV FERC Stats. & Regs. 132,565
{Oc. 30, 20023

* Section 301(a) of the Faderal Power Act {FPA),
16 U.5.C. 825(a), section & of the Natural Gas Act
{NGA), 15 LL.5.C. 717 and section 20 of ths
Interstate Commerce Act {ICA) 49 App.U.5.C 20
(1984). authorize the Commission to prescribs rules
and regulations concerning accounts, records and
memorands as necessary or apprapriate for the
purpases of administering the FPA, NGA and the
ICA. The Commission may prescriba a system of
accounts for jurisdictional entities and, after notice
and opportunity for hearing, may determine the
accounts in which particular cutlays and racaipts
will be entered, charged or credited.

Part 10t Uniform System: of Accounts
Prescribed for Public Utilities and Licensess Subject
16 the Provisions of the Federal Power Act. See 18
CFR part 101 [2002).

+Part 201 Uniform System of Accounts
Prescribed for Natural Gas Companies Subject to the
Provisions of the Natural Gas Act. See 18 CFR part
201 (2002)-

* Part 352 Uniform System of Accounts
Prescribed for Oil Pipeline Companies Subject 10
the Provisions of the Interstate Commerce Act. Sse

18 CFR part 352 {2002).
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requirements are nesded bacauss these
types of transactions and events are not
clearly or consistently reported. This
rule is part of the Commission’s ongoing
effort to address emerging accounting
developments within the context of the
Uniform Systems of Accounts,

5. The accounting for asset retirement
obligations in this rule is consistent
with the accounting and reparting
requirements that jurisdictional entities
will use in their general purpose
financial statements provided to
shareholders and the Securities
Exchange Commission {e.g.. companies
will separately account and report the
liability for the asset retirement
obligations, capitalize the asset
retirement costs, charge sarnings for
depreciation of the asset and charge
operating expenss for the accretion of
the liability).

6. The Commission is also revising its
rate filing requirements to accommodate
the ahove-meationed changes. In that
regard, the accounting for asset
retirement obligations will not affect
jurisdictional entities’ ability to seek
recovery of costs arising from asset
retirement obligations in rates.
However, if billings under formula rate
tariifs are affected by the adoption of
these accounting requirements, the
jurisdictional entity must obtain
appraval from the Commission prior to
implementing the change for tariff
billing purpases.

7. Finally, the Commission is revising
the following Annual Reports: FERC
Form No. 1, Annual Report of Major
Public Utilities, Licensees and Others
(Form 1}; FERC Form No. 1-F, Annual
Report of Nonmajor Public Utilities and
Licensees (Form 1-F); FERC Form No. 2,
Annual Report of Major Natural Gas
Companies (Form 2); FERC Form No. 2—
A, Annual Report of Nonmajor Natural
Gas Companies (Form 2-A}; and FERC
Form No. 6, Annual Repert of Qil
Pipeline Companies (Form ) to include
the new accounts and the revised
schedules.®

II. Background
8. The recognition and measurement

“of legal liabilities associated with the

retirement and decommissioning of
long-lived assets by various entities,
including Commission jurisdictional -
entities, have been inconsistent over the
years. Some jurisdictional entities do
not recognize asset retirement

8 The FERC Annual Reposts bear the fallowing
OMB approval contral numbers: Farm 1 has OMB
approval numbet 1002-0021; Form 1-F has OMB
approval number 1902-0029; Fotim 2 has OMB
approvai number 1902-0028; Form 2-A has OMEB
approval number 1902-0030; and Fotm 6 has OMB
approval namber 19020022,

“obligations in their accounts while other

jurisdictional entities only recognize the
amounts included in the rate setting
process as a component of accumulated
depreciation. The Commission, in an
effort to eliminate the inconsistencies in
accounting practices by jurisdictional
entities for asset retirement obligations,
issued its October 30, 2002 Notice of
Proposed Rulemaking to revise the
accounting regulations, FERC Annual
Report Forms and rate filing
requirements for asset retirement
obligations.”

9. The scope of the NOPR covered
certain legal obligations associated with
the future retirement of long-lived
assets. These obligations, generally
referred to as asset retirement
obligations, are legal obligations
associated with the retirement of a
tangible long-lived asset that an entity is
required to settle as a result of an
existing enacted law, statute, ordinance,
or written or oral contract or by legal
construction of a contract under the

"doctrine of promissory estoppel.®

10. In the NOPR, the Commission
broadly set forth the proposed
accounting framework for asset
retirement obligations as follows:

11. An entity essentially recognizes a
liability for the fair value of an asset
tetirement obligation at the time the
asset is constructed, acquired, or when
a change in the law creates a legal
obligation to perform the retirement
activities. Upon initial recognition of
that liability, an entity also increases the
cost of the related assel that gives rise
1o the legal obligation by the same
amount. The lability is increased over
time until the actual retirement activity
commences, Additionally, the asset
retirement cost capitalized is
depreciated over the same life of the
related asset giving rise to the
obligation. An entity is required to re-
measure the liability due to the passage
of time and certain other changes in'the
estimate of the Hability.

12. Entities will be required to
recognize the liabilities for asset
retirement obligations and the related
costs as if the new standard had been in
effect for all prior periods. The
difference between the amounts at the
date of adoption and the amounts
previously recorded for these items are
to be included in net income unless the
criteria for recognition of regulatory

—_—
7 See supny nota 1.

 See Financial Accounting Standards Statement -

[FAS) No. 143, Accounting fot Asset Retirement
Obligations, issued in June 2001. The agcounting
publication may be obtained frayn FASB af http:/f
wwv_fasb.org/. Appendix A, paragraphs A2 through
A%, containg a discussion of legal obligations.

assets or labilities are met under Ordar
No. 5352.9

HI. Discussion

13. The Commission received 16
comments concerning various aspects of
the proposed rule.1® The majority of the
commenters were generally supportive
of the Commission’s effort to provide
interpretative guidance on the
application of generaily accepted
accounting principles to jurisdictional
entities that presently file financial
information with the Commission in
Annual Report Farmns 1, 1-F, 2, 2-A,
and 6.1 )

14. After careful consideration of the
Ccomments received, the Commission is
adopting the changes and revisions as
propased with certain modifications
and clarifications as' discussed below.

A. Accounting for the Camnulative Effect
Adjustment

15. Upon initial implementation of
the new accounting requirements for
asset retirement cbligations the
Commission proposed that
jurisdictional entities establish in their
accounts all of the amounts that would
have been recorded therein had these
new requirements always been in effect.
The NOPR referred to the accounting
entries required to impiement this part
of the proposal as “transition
adjustmants.” In certain instances, the
transition adjustments could result in a
charge or credit to net income. This
charge or credit is referred to as the
"“cumulative effect adjustment’’ because
it represents the cumulative difference
between ail amounts charged to net
income for asset retirement obligations
in past periods under the prior
accounting method and what would
have been charged to net income in
those periods had these new accounting
requirements set forth in the NOPR
always been in effect. For rate regulated
entities the cumulative effect
adjustment amounts will be recognized
as a regulatory asset or liability if the
requirements of Commission Order No.
552 are met.12

16. The Commission proposed to
record the cumulative effect adjustment

2 See Order No. 552, 58 FR 17982 [Apr. 7, 1993),
FERC Stats. & Regs., Regulations Preambles January
1991-Juna 1996 ¥ 10,967 at pp. 30,623-26 (Mar. 31,
1993) far guidance on the recognition of regulatory
assets and regulatory liabilities when certain
conditions are mat,

1% See Appendix A for Listing of Commanters.

'! Sea Ackansas PSC at p. 2, Deloitte & Touchs at
p. 1. FirstEnergy at p. 2, NASUCA a1 pp. 2-3,
NRECA at pp. 3. Progress Energy at p- 1 and
Southern at p. 1.

'* See Order Mo, 552. supra note 9, for guidance
on the recognition of regulatory assats and
regulatory liabilities when certain conditions are

—met.
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in two separate amounts, The first
portion of the cumulative effect
adjustment assumes that all amounts
included in the accumulated
depreciation accounts for previously
recognized legal retirement obligations
will be considered depreciation of the
asset retirement costs capitalized under
the proposed rule. The difference
between the amount included in the
accumulated depreciation for previgusly
recognized legal retirement obligations
and the accumulated depreciation on
the capitalized asset retirement costs
recognized under the new accounting
requirements will ba charged or
credited, as appropriate, to net income
or recognized as a regulatory asset or
liability if the requirements of Order No.
§52 are met. The second portion of the
cumulative effect adjustment assumes
that all amounts related to the accretion
of the liability for the asset retirement
obligation under the new requirements
would be charged to net income or
recognized as a regulatory asset if the
requirements of Order No. 552 are met,

Comments Received

17. Two commenters assert that the
NOPR was unclear as to the initial
implementation details of the proposed
accounting rules and seek clarification
of this matter in the final rule.1? The
commenters request the Commission to
clarify the compaonents included in the
cumulative effect adjustment.
FirstEnergy asserts that the components
of the cumulative effect adjustment may
consist of the net of the cumulative
accretion on the asset retirement
obligation, the accumulated -
depreciation on the related capitalized
asset retirement cost, and the reversal of
any previously accrued legal retirement
obligation.

18. FirstEnergy notes that the NOPR
only addresses amounts included in
accumulated depreciation for accruals
of previausly recognized legal
retirement obligations of long-lived
assets. The commenter submits that the
Commission has permitted amounts
related to legal liabilities associated
with the retirement of assets to be
recorded in a deferred credit or liability
account rather than in accumulated
depreciation. The commenter asserts
further that accruals of previousiy
recognized legal retirement obligations
that were recorded in a deferred credit
or in a liability account sheuld be
included in the computation of the
cumulative effect adjustment in the final
rule.

'3 See FirstEnergy at p. 2 and Progress Enargy at
p.2

Commission Response

19. The proposal to establish the
cumulative effsct adjustment was
intended to simplify implementation of
the accounting for asset retirernent
obligations. However, based on the
comments received the Commission
recognizes that the implementation
proposal may have been confusing
because the steps were somewhat
different than the ones contained in
FAS 143. However, the Commission
notes that the cemulative effect
determination under FAS 143 and this
final rule will result in the use of the
same components and produce the same
cumulative effect adjustment amount.

20. The Commission finds that since
both approaches produce the same
cumulative effect adjustment for asset
retirement obligations, jurisdictional
entities may recognize the initial
application of the new accounting rules
for the cumulative effect adjustment as
the difference between the amounts of
previously accrued accumulated legal
obligations associated with the
tetirement of the asset recognized in the
balance sheet prior to adopting the new
accounting requirements and the
amount that will be recognized on the
balance sheet under the new accounting
requirements. The Commission also
finds that in order to properly determine
the proper cumulative effect adjustment,
jurisdictional entities must include the
amounts of previously accrued
accumulated legal obligations associated
with the retirement of assets recorded in
other deferred credits accounts or other
liability accounts in the computation of
the cumulative effect adjustment.

8. Recognition of Regulatory Assets and
Liabilities

21. The Commission proposed that
public utitities, licensees and natural
§as companies recognize regulatory
assets and liabilities related to asset
retirement obligations if the accounting
requirements under Order No. 552 are
met.14

Comments Received

22. Several commenters request that
the Commission clarify in the final rule
the accounting for the recognition of
tegulatory assets and liabilities for the
effects an financial operations related to
the initial implementation and the
period-to-period accounting for any
difference between amounts charged to
net income for expenses related to asset
Tetirement obligations and the amounts_

—_— .

™4 See Order No. 552, supra note 9, for guidance
on the recegnition of regulatory assets and
regulatory liabilities when cerfain conditions are
met.

recovered in rates for asset retiremeant
abligation costs.?> The commenters
assert that the proposed accounting for
the recognition of the debit cumulative
effect adjustment in account 182.3,
Other regulatory assets, aga regulatory
asset is not consistent with the
accounting for the recognition of the
credit cumulative effect adjustment as a
regulatory liability in account 254,
Other regulatory liabilities.1s The
cominentars suggest that inconsistency
arises because the Commission required
that a credit cumulative effect
adjustment must be recorded as a
regulatory liability in account 254,
Other regulatory lisbilities, while a
debit cumulative effect adjustment must
be charged to net income in sccount
435, Extraordinary deductions, or
recorded as a regulatory asset in account
182.3, Other regulatory assats, for part
or all of the cumulative effect
adjustment if the requiremants of Order
No. 552 are met. One commenter
suggests that the Commission shauld
provide for the recording of regulatory
assets for debit cumulative effoct
adjustments as being probable of
recavery as a general rule consistent
with the Commission’s proposed
treatment of recording credit cumulative
effect adjustments as regulatory
liabilities,

23. Additionally, one commenter
recommends that the Commission
incorporate the accounting for the
recognition of regulatory assets and
liabilities for the initial adoption and
the period-to-period accounting for asset
retirement obligations in the
requirements of the Uniform Systems of
Accounts under Parts 101 and 201,17

Commission Response

24. The Commission declines to adopt
the commenter’s recommendatidn to
amend the Uniform System of Accounts
under part 101 and part 201 of the
Commission regulations to include
specific accounting instructions for the
recognition of regulatory assets and
liabilities for the initial adoption and
the period-to-period accounting for asset
retirement obligations. The accounting
instruction for regulatory assets and
liabilities as prescribad in the Uniform
Systems of Accounts in part 101 and
part 201 adequately addresses the
requirements for regulatory assets or
liabilities related to differsnces in the
timing of recognition of asset retirement
obligation expenses for financial

!> See Deloitte & Touche at p. 1, EE] at pp 34,
Progress Energy 2t p. 2, and RUS at B3

'* See Deloitte & Touche at p. 1. EE] at PP 34.
Progress Energy at p. 2, and RUS a1 p-3.

17 See EEl at p. 6.
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accounting purposes and their recovery -

in rates.

25. The Commission established the
accounting requirements for recording
regulatory assets and liabilities as set
forth in the Uniform Systems of
Accounts in part 101 and part 201
pursuant to Commission Order No.
552.1% Under these requirements
regulatory assets and liabilities are
defined as assets and liabilities that
result from ratemaking actions of
regulators.19 Regulatory assets and
liabilities generally arise from specific
revenues, expenses, gains, or losses that
would have been inciuded in net
income determinations in ore period
under the general requirements of the
Uniform System of Accounts but for it
being probable they will be included in
a different period(s] for purposes of
developing the rates the utility is
authorized to charge for its utility
services or in the case of regulatory
liabilities, for refunds to customers, not
provided for in other accounts, that will
be required.2® The term “probable,” as
used in Order No. 552 for the definition
of regulatory assets or regulatory
liabilities, refers to that which can be
reasonably be expected or believed on
the basis of available evidence or logic
but is neither certain nor proved.st

26. Jurisdictional entities will initially
recognize a cumulative effect
adjustment and thereafter record the
depreciation of the asset retirement
costs in account 403.1, Depreciation
expense for asset retirement costs, and
the accretion of the liability for the asset
retirement obligations in account
411.10, Accraetion expense. The amounts
for depreciation and accretion expense
that will be recognized under the
general requirements of the Unifarm
Systems of Accounts and the amount of
asset retirernent obligation costs
included in cost of service for
ratemaking purposes may be different,
Recognition of such differences as
regulatory assets and liabilities may he
appropriate in some instances, but not
in others. This determination however
cannot be made in a generic accounting

1% See Ordet No. $52, supra note 9, for guidance
on the recognition of regulatory assets and
regulatory liabilities when certain conditions are
met.

' Sep paragraph A of account 182.2, Other
regulatary assets, and pacagraph A of account 254,
Other regulatory liabilities, in 18 CFR part 101
{Public Utilities and Licensees), and paragraph A of
account 1682.3, Other regulatory assets, an,

paragraph A of 254, Other latory
liabilities, in 18 CFR part 201 (Natural Gas
Companies). -

" See Definition 30 in 18 CFR part 101 {Public
Utilities and Licensees), and Definition 30 in 18
CFR part 201 [Natural Gas Companies).

*! Ses FERC Stats. & Regs., Regulations Preambles
January t991-June 1996 § 30,967 at 30,826 (1993).

rulemaking proceeding. It must instead
be made by each individual entity
taking into consideration the
jurisdictional entity's rate setting
bodies, the specific agreements entered
into between the jurisdictional entity
and certain customers regarding the
manner in which costs will be allocated
among the parties or other relevant
aevidence. Therefore, if the requirements
of Order No. 552 are met, a
jurisdictional entity must recognize
regulatory assets and liabilities for the
cumulative effect adjustment and any
differences between the recognition of
asset retirement obligation expensas for
financial accounting purposes and their
recovery in rates.

C. Authority To Adjust Accumulated
Depreciation {Accounts 108 and 110)

. 27. The Commission propased
granting public utilities, licensees and
natural gas companies the requisite
authority to remove any excess
amounts 22 from accounts 108 and 110
provided that the amounts wers
transferred to account 254, Other
regulatory liabilities, 22

Comments Received

28. Certain commenters request that
the Commission clarify the authority
granted to jurisdictional entities to
adjust the balances in accounts 108 and
110 for existing long-lived assets with
legal retirement obligations.2¢ However,
one commenter requests that the
Commission provide explicit anthority
to remove all of the previously accrued
amounts for legal obligations to retire or
dispose of the long-lived assets recorded
in accounts 108 and 110. Another
tommenter requests the Commission
allow transferring from accoynts 108
and 110 to the new proposed account
230, Asset retirement obligations, any
remaining amounts for previously
accrued legal obligations 1o retire or
dispose of the long-lived assets,

29. Another commenter agrees with
the Commission’s pregranting authority
to public utilities, licensees and natural
gas companies fer the removal of
amounts from accumulated depreciation
accounts associated with asset

2 This excess amount results when the amount
of accumulated depreciation recognizad for prior
accrued legat retirement obligations is greater than
the accumulated depreciation recognized on the
capitalized asset retirament costs under the new
requirements.

* 5¢e paragraph E to account 108, Accumulated
provision for depreciation of electric utility plant
{Major anly). and paragraph E 16 account 118,
Accurnaiated pravision for depreciation and
amertization of electric wtility plant [Nonmajor
anly). in 18 CFR part 101 (Public Utilities and
Licensees).

4 See EEl at pp. 2-3 and Progress Energy at p.

2.

retirement obligations, However, the
commenter asserts that the Commizsion,
should still require public utilities,
licensees and niatural gas companies to
notify the Commission by submitting a
description and journal entries related
to such adjustments to the Commission
for amounts transferred from accounts
108 and 110 to account 254, Other
regulatory liabilities, related to any
existing asset with a legal retirement
obligation.?s

Commissien Response

30, Alter considering the comments,
the Commission will grant jurisdictional
entities the authority to adjust accounts
108, 110 and 253 to properly recognize
and record the liabilities for legal
retirement obligations for existing
assets, the asset retirement costs and
related accumulated depreciation on the
capitalized costs when the amounts that
would otherwise be included in net
income determinations meet the criteria
for recognition as regulatory asset or
liability.

31. The Commission notes that thers
may be instances where adjustments to
accounts 108, 110 and 253 may be
required as a result of this final rule but
the criteria for the recognition of a
regulatory asset or liebility for the net
income effect is not met, While we
permit jurisdictional entities to make
such adjustments our actions here
should not be construed as appraval.ze
Therefore, the Commission will require
that jurisdictional entities file with the
Commission their journal entries along
with supporting information to record
any adjustment that affects net income
within 80 days of the effective date of
this final rule. The filing must include
a description and explanation of the full
particulars for including the amounts in
net income.

32. The filing must also include a
statement by the public utility, licensee
or natural gas company of the facts and
circumstances and the explicit
determinations made by the
jurisdictional entity demonstrating that
the amounts credited to net income are
not required to be refunded to
customers ot required to be recorded as
a regulatory liability and must be
credited to net income and not included
in account 254, Other regulatory
liabilities.

23 See MoP5C at p, 6.

@ Tha income accounts ussd to record the
cumulative effect adjustments are account 434,
Extraordinary income, and account 435,
Extraordinary deductions.

Scott
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D. Accounting for Cost of Removel That
Does Not Constitute @ Legal Obiigation

33. The Commission did not propose
to change its accounting under parts
101, 201 and 352 for the cost of removal
for amounts that result from other than
asset retirement obligations.

Comments Received

34. Several commenters request that
the Commission specify in the final rule
that any cost of removal for non-legal
retirement obligations remain in
accumulated depreciation.2? Certain
other commenters suggest that the
Commission should make certain
modifications to the Uniforms Systems
of Accounts under part 101 and part 201
to include the amount of cost of removal
for non-legal obligations as regulatory
liabilities in account 254, Other
regulatory liabilities, instead of
accumulated depreciation for public
utilities, licensees and natural gas
companies.2s

35. One commenter recommends that
the Commission exclude the cost of
removal that does not qualify as a legal
retirement obligation from the
depreciation accrual and instead
capitalize any removal costs related to
the asset replaced as part of the costs of
replacing the utility plant and if no
replacement of the asset accurs, the cost
of remavai for non-legal retirement
obiigations should be expensed in the
income statament.?®

Commission Respanse

36. As proposed in the NOPR, the rule
applies to legal obligations assaciated
with the retirement of tangible long-
lived assets. Under the existing
requirements of the Uniform Systems of
Accounts removal costs thal are not
asset retirement obligations are included
as a component of the depreciation
expense and recarded in accumulated
depreciation.? The Commission notes
that certain jurisdictional entities may
have been receiving specific allowances
for cost of removal for non-legal
retirement obligations as a specific
compaonent in their rates approved by
their regulators. The Commission did
not prapose any changes to its existing
accounting requirements for cost of
removal for non-legal ratirement
obiigations. Accordingly, jurisdictional
entities are accounting for such costs
consistent with the requirements of the

7 See EEl at p. 3 and Southern at p. 2.

8 See Delaitte & Touche at p. 2 and NASUCA at
bp. 2-3. - -

29 See NASUCA at pp. 15-17.

9 See Definition 10 in 18 CFR part 101 [Public
Utililies and Licensees), Definition 10 in 18 CFR
part 201 {Natural Gas Companies), and Defipition
12 in 18 CFR part 352 (Oil Pipeline Companies).

‘Uniform Systems of Accounts under
part 101 for public utilities and
licensees, part 201 for natural gas
companies and part 352 for oil pipeline
companies.

37. The purpose of this rule is to
establish uniform accounting
requirements for the recognition of
liabilities for legal obligations associated
with the retirement of tangible long-
lived assets. The accounting for remaval
costs that do not qualify as legal
retirement obligations falls outside the
scope of this rule. The Commission is
aware that there is an ongoing
discussion in the accounting
community as to whether the cost of
removal should be considered as a
component of depreciation. However,
this issue is beyond the scape of this
rule and we are not convinced that there
is a need to fundamentally change
accounting concepts at this time.

38, Instead we will require
jurisdictional entities to maintain
separate subsidiary records for cost of
removal for non-legal retirement
obligations that are included as specific
identifiable allowances recorded in
accumulated depreciation in order to
separately identify such information to
facilitate external reporting and for
regulatory analysis, and rate setting
purposes. Therefare, the Commission is
amending the instructions of accounts
108 and 110 in parts 104, 201 and
account 31, Accrued depreciation—
Carrier property, in part 352 to require
jurisdictional entities to maintain
separate subsidiary records for the
purpose of identifying the amount of
specific allowances collected in rates for
non-legal retirement obligations
included in the depreciation accruals.

39. Jurisdictional entities must
identify and quantify in separate
subsidiary records the amounts, if any,
of previous and current acerued
accumulated remaoval costs for other
than legal retirement obligations -
recorded as part of the depreciation
accrual in accounts 108 and 110 for N
public utilities and licensees, account
108 for natural gas companies, and
account 31 for oil pipeline companies,
If jurisdictional entities do not have the
required records to separately identify
such prior aceruals for specific
identifiable allowances collected in
rates for non-legal asset retirement
chligations recarded in accumulated
depreciation, the Commission will
require that the jurisdictional entities
separately identify and quantify - -
prospectively the amount of current
accruals for specific allowances
collected in rates for non-legal
retirement obligations.

E. Accounts Established for Recording
Accretion of Asset Retirement
Obligations and Depreciation of Asset
Retirement Costs

40. The Commission propesed to add
a new income statement account
entitled account 411.10, Accretion
expense, in the Uniform Systems of
Accounts in part 101 and part 201 to
record the accretion of the liability for
the asset retirement abligation. The
Commission also proposed to add a new
income statement account entitled
account 403.1, Depreciation expense for
assel retirement costs, in part 101 and
part 201 to identify the depreciation
expense recorded for capitalized asset
retirement costs,

Comments Raceived

41. Gertain commenters recommend
that the Commission’s propased naw
account 411.10, Accretion expense,
should be renumbered as either account
411.11 or an account number within the
range of account 405, Amortization of
ather electric plant, through account

*407, Amertization of property losses,

unrecovered plant and regulatory study
costs, which relate to the amortization
of utility plant.

42. Two commenters suggest that the
Commission renumber its proposed new
account 403.1 because it is already
being used in the Rura] Utilities
Service's (RUS) Uniform System of
Accounts.® The commenters suggest
that the Commission use account 403.9
to accommodate the Uniform System of
Accounts of RUS for its electric
cooperatives.32

Commission Response

43. The Commission will not
renumber the chart of accounts. The
accounting structure of the Uniform
Systems of Accounts in part 101 and
part 201 is designed to meet the
accounting and reporting needs of this
Commission. Users are permitted to
adapt the Commission's Uniforms
Systems of Accounts for their own
needs by allowing them to create new
accounts and subaecounts. Such
company generated accounts however,
must be reconciled if and when the
Commission subsequently determines to
use that account number for its
regulatory purposes. Therefore,
jurisdictional entities must reconcile
their account numbers accordingly, to

*! See RUS at p. 2 and NRECA at p. 5.

2 See Rurai Utilities Service of the United States
Department of Agriculture {(RUS) Uniform System
of Accounts, 7 CFR part 1767, Accounting
Requiraments for RUS Electric Borrowers,
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the account numbers established by this
rule.3?

F. Accounts for Recording Asset
Retirement Costs

44, The Comamission proposed to add
new primary plant accounts within each
plant function to record the asset
retirement costs.

Comments Received

45, Certain commenters object to the
Commission’s proposed new primary
plant accounts within account 101 in
part 101 and part 20124 One commentar
suggasts the Commission create a new
separate asset group called “Asset
Retirement Costs' that separataly
identifies asset retirement costs in
financial statements and would
facilitate the exclusion of the asset
ratirement costs from the rate base ina
rate change filing.

46. Another commenter suggests that
capitalizing asset retirement costs in the
new primary plant accounts could result
in increasing personal property taxes for
three of its utility operating companies
that operate in one state. The
commenter recommends that the asset
retirement costs should be recorded as
an intangible cost within account 101
under part 101 and part 201 in primary
plant account 303, Miscellaneous
intangible plant. As an alternative, the
commenter also recommends that the
Commission include the word
"“intangible” in the account instructions
of the new asset retirement cost primary
plant accounts praposed by the
Commission. .

47. One commenter suggests that the
Commission’s propogsed new primary
plant accounts entitled account 3591,
Asget retirement costs for transmission
plant, and account 399.1, Asset
retirement costs for general plant.
should be renumbered to avoid leading
users to expect these are subaccounts of
account 339, Roads and traiis, under the
transmission plant function and 399,
Other intangible plant, under the
general plant function in part 101.35 The
comrnenter suggests that the
Commission use aceount 351 which is
eurrently a reserved accourt in the list
of accounts for the transmission plant
function. The commenter also suggests
that the Commission use account 388
which is currently not an account used

33 See Genersl Instruction 3.C, Account
Numbering System, in 18 CFR part 101 (Public
Utilities and Licensees) and 18 CFR part 201
{Natural Gas Compan/es},

2+ See FirstEnergy at p. 1. MoP3C at pp. 4-5 and
RUS at p. 2.

35 See RUS at p. 2.

‘in the list of accounts for the general

plant function.
Commission Response

48. The Commission finds that these
recommendations are nof consistent
with the view that asset retirement costs
are considered an integral part of the
costs of the particular asset that gives
rise to the asset retirement obligations,
rather than separate and distinct assets,

49. The Commission notes that
commenters’ suggestions will not result
in properly classifying asset retirement
costs within the utility plant function
associated with the actual plant assets
that give rise to the legal retirement
obligations. This result would be at
odds with ane of the objectives of the
final rule, which is to provide proper
accounting for legal obligations
associated with the retirement costs.

G. Accounting for Gains and Losses for
the Settlement of Asset Retirement
Obligations Related to Electric and Gas
Utility Plant

50. The Commission proposed to
record gains or losses resulting from the
settlement of asset retirement
obligations for electric and gas utility
plant in account 411.6, Gaing from
disposition of utility plant, and the
account 411.7, Losses from disposition
of utility plant, respectively.

Comments Received

51. Many of the commenters did not
object the Commission’s proposed
treatment for gains and losses resulting
from the setilement of asset retirernent
abligations for electric and gas utility
plant.*® Two commenters belisve that
the Commission’s proposed treatment is
inappropriate in the situation in which
a jurisdictional entity has recorded, at
the date of adoption of the final rule, a
regulatory asset or liability for the full
difference (including third party risk
factor) between the asset retirement _
obligation determined for accounting
purposes and the asset retirement
obligation allowed for ratemaking
purposes.®? In this situation the
commenters assert it is appropriate to
offset any remaining regulatory asset or
liability balance associated with the
specific asset retirement obligation
against the remaining asset retirement
obligation liability balance before
recording a gain or loss,

Commission Response
52. The Commission notes that the
offsetting of any remaining regulatory

3" See EEl at p. 6 and Southern at p. 2.
37 See FAS 143, paragraph A20, for a discussion
of third party risk.

asset or liability balance associated with
the specific asset retirement obligation
egainst the remaining associated asset
retirement obligation liability balance
before recording a gain or loss on the
settlement is not appropriate because
each of these transactions is a separate
and distinct accounting transaction, and
accordingly, should be accounted for as
such. Therefore, the Commission will
adopt the accounting as provided for in
the NOPR,

H. Accounting for Gains and Losses for
the Settlement of Asset Retirement
Obligations Related to Nonutility Plant

53. The Commission proposed that
any gains or losses relating to the
settlement of asset retirement
cbligations for nonutility plant must be
recorded directly in aceount 421,
Miscellaneous nonoperating income,
and account 426.5, Other deductions,
respectively. The Commission also
proposed to revise the text of accounts
421 and 426.5 in part 101 and part 201
of the Commission’s regulations.

Comments Received

54. One commenter suggests that,
although the use of these accounts are
not necessarily objectionable, it would
be more apprepriate to record a gain or
loss resulting from the settlement of
asset ratirement obligations for
nonutility plant directly in account
421.1, Gain on disposition of property,
or account 421.2, Loss on disposition of
property, respectively,3s

Commission Response

55. The instructions to Accounts
421.1 and 421.2 provide for gains or
losses on the sale, conveyance,
exchange, or transfer of utility or other
property to another,® The settlement of
an asset retirement obligation related ta
nonutility property does not result in
the sale, conveyancs, exchange, or
transfer of such property to angther
party. Therefors, the Commission is of
the view that the accounting for gains or
losses resulting in the settlement of
asset retirement obligations for
nonutility property should be accounted
for in accounts 421 and 426.5 as
provided for in the NOPR.

L Other Accounting Matters

56. Certain commenters raised
concerns or seek Commission guidance
congerning the use of group
depreciation for asset retirement

18 See EEl at p. 6.

% See account 4212.1, Gain on disposition of
property, or sccount 421.2, Loss on disposition of
property, in 18 CFR part 101 (Public Utilities and
Licensees) and 18 CFR part 201 (Natural Gas
Companies).
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obligations, and on how a jurisdictional
entity should estimate a credit-adjusted
risk-free rate where an entity has not

found a need to obtain a credit rating,+2

57. The Commission will not make
policy calls in this final rule concerning
the above matters. These matters are
better resolved on a case-by-case basis
based on the facts and circumstances of
each jurisdictional entity. Additionally,
jurisdictional entities may seek
clarification from the Commission’s
Chief Accountant concerning the proper
application or implementation of any
accounting standard under the
Commission's regulations.+?

58. Finally, one commenter suggests
that the NOPR does not address the
current accounting for realized earnings
from trust funds that have been
established for the purpase of ultimately
discharging the liability for asset
retirement obligations.42 Tha
commenter notes that jurisdictional
entities currently account for realized
earnings on trust funds by crediting
account 419, Interest and dividend
income. The commenter racommends
that the realized earnings on trust funds
should be recorded to an apprapriate
above-the-line account.

58. The Commission notes that under
certain circumstances jurisdictional
entities have placed in a special fund
amounts deposited with a trustee for
future activities such as the
decommissioning of a nuclear plant.
Amounts placed in a special fund for
this type of activity are recorded in
account 128, Other special funds.
Additionally, under the requirements of
the Uniform Systems of Accounts,
interest revenues on securities, special
deposits, and all other interest bearing
assets included in other special fund
accounts are recorded in Account 419,
Interest and dividend income. Realized
earnings on trust funds are nonoperating
in nature and are properly included in
account 419. Therefore, the Commission
declines to amend the Uniform Systems
of Accounts.

J. Tariff Filing Requirements
1. Tariff Filing Requirements Under 18
CFR Part 35 and 18 CFR Part 154

60. [n the NOPR, the Commission
stated that the proposed rule will
require public utilities, licensees or
natural gas companies for accounting

0 See Fergusun at p. 5 and NRECA at p. 6.

#1 See Goneral Instruction 5, Submittal of
Questicns, in 18 CFR part 101 (Public Utilities and
Licensees), General Instruction 5, Submittai of
Questions, in 18 CFR part 201 (Naturai Gas
Companies}, and Genera] nstruction 1-t1,
Interpretation of rules, in 18 CFR part 352 (Qi!
Pipeline Companies).

4t SeeEElatp. 5.

purpases to recognize asset retirement
obligations. The Commission is not
requiring jurisdictional entities with
stated rate tariffs to make any tariff
filings with the Commission duse to this
final rule at this time. However, public
utilities, licensees and natural gas
companies with formula rate tariffs
must not include any cost components
related to assel retirement obligations in
their formula rate billing tariffs for
automatic recovery in their hilling
determinations without obtaining
Commission approval,

61. Various commenters have
expressed support and concerns or
asked for Commission decisions with
respect to issues concerning the possible
rate impact of the proposed rule. Two
commenters state their support for the
Commission’s propased rate treatment
of asset retirement obligations.** Other
commenters raised concerns or seek
Commission pelicy calls concerning
regulatory certainty for disposition of
transition costs, external funds for
amounts collacted in rates for asset
retirement obligations, adjustments to
book depraciation rates for companies
eollecting cost of removal through
current depreciation rates, the sxclusion
of accumulated depreciation and
accretion for asset retirement obligations
from rate base, recognizing previously
established negative salvage allowances
whether or not these retirement costs
are recognized as asset retirement
obligations, and the requirement of a
detailed study in support of tariff filings
reflecting asset retirement obligations.+

62. The Commission finds that the
issue of whether, and to what extent, a
particular asset retiremant cost must be
recovered through jurisdictional rates
should be addressed on a case-by-case
basts in the individual rate change filed
by public utilities, licensees, and
natural gas companies. To ensure that
all rate base amounts related to asset
retirement obligations can be identified
and excluded from the rate base
calculation in a rate change filing, the
Commission adds §§ 35.18 and 154.315
to its rate change filing requirements.
These new regulations require that

- public utilities. licensees, and natural

gas companies who have recorded an
asset retirement obligation on their
books in accordance with this rule must,
as part of any initial rate filing or
general rate change filing, provide a
schedule identifying all cost
components related to the asset
retirement obligation that are included _

*?5ee MaPSC a1 p. 4 and NRECA at p. 7.

1¢See Northern Natural at pp. 1~2_ MoPSG at p-
5, Deloitte & Touche at pp. 1-2, EEI at B9
Southern at pp. 2-3, and Ferguson at pp-Sands.

in the book balances of all accounts
reflected in the cost of service
computation supporting the proposed
rates. In addition, the repulations
require that all asset retirement
obligations related rate base items be
removed from the rate base computation
through an adjustment. If the public
utility, licensee or natural gas company
is sesking recovery of an asset
retirement obligation in rates, it must
also provide a detailed study supporting
the amounts proposed to be collected in
rates. If the public utility, licensee or
natural gas company is not seeking
recovery of the asset retirement
obligation in rates, then it must remove
all asset retirement obligation related
cost components from its cost of service.

63. For natural gas companies
currently collecting a negative salvage
allowance in jurisdictional rates,
negative salvage allowances that are not
established due to an asset retirament
obligation must be identified for rate
making purposes separately from asset
retirement obligation allowances. The
current rate change filing requirement
for natural gas companies at
§154.312(d), Statement I, requires that
any authorized negative salvage must be
maintained in a separate subaccount of
account 108, Accumulated provision for
deprecistion of gas utility plant. The
Commission is amending this section to
ensure that this subaccount does nat
include any amounts related to asset
retirement obligations.

64. The Commission will decline to
make policy calls concerning regulatory
certainty for disposition of transition
costs, external funds for amounts
coltected in rates for asset retirement
obligations, adjustments to book
depreciation rates, and the exclusion of
accumulated depreciation and accretion
for asset retirement obligations from rate
base are matters that are not subject to
8 one size fits all approach and are
better resolved on a case-by-case basis
in rate proceedings. The Commission is
of the view that utilities will have the
opportunity to seek recovery of
qualified costs for asset retirement
obligations in individual rate
proceedings. This rule shouid not be
construed as pregranted autherity for
rate recovery in a rate proceeding.

B5. Finally this rule requires nothing
new and nothing more with respect to
the requirement for a detailed study.
Complex depreciation and negative
salvage studies are routinety filed or
otherwise made available for review in
rate proceedings. When utilities perform
depreciation studies, a certain amount
of detail is expected. It is incumbent
upon the utility to provide sufficient
detail to support depreciation rates, cost
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of removal, and salvage estimates
included in rates.+5 To the extent a
utility believes materials are entitled to
be non-public, protective orders are
available to preserve confidentiality.

2. Tariff Filing Requirements Under 18
CFR Part 346

66. No comments were received
objecting to the Gommission's proposal
to add a new §346.3 to cost-of-service
filing requirements for oil pipelines.
Therefore, the Commission is
implementing the provisions as noticed
in the NOPR.

K. Implementation for Accounting and
Reporting Purposes

67. The Commission proposed to
implement the rule January 1, 2003, for
accounting and reporting purposes for
public utilities, licensees, natural gas
companies and oil pipeline companies.
This is the date jurisdictional entities
that file FERC Forms 1, 1-F, 2, 2—-A and
&, will measure the transition amounts
far the asset retirement obligations,+#
The Commission also proposed that the
reporting will be implemented for the
FERC Forms 1, 1—F, 2, 2—-A and 6 for the
reporting year 2003.47

Comments Received

68. The majority of the commenters
did not object to the Commission's
proposed implementation date of
January 1, 2003, for accounting and
reporting purposes for public utilities,
licensees, natural gas companies and oil
pipeline companies, Two commaenters
asgert that their fiscal year begins on
April 1, 2003, rather than January 1,
2003. The commenters request the
Commission clarify this requirement
given that their fiscal year does not
coincide with the caiendar year, which
they use for FERC reporting purposes.
Both commenters request that the
Commission consider allowing them ta
implement the proposed rule for
accounting and reporting purposes on
April 1, 2003, rather than the earljer

% When an electric utility files for a change in its
jurisdictional rates, the Commission requires
detailed studies in support of changes in annual
depreciation rates if they are different from those
supporting the utility’s prior appraved
jurisdictional rate. (18 CFR 35.13(h)}{10)(iv)).

** On February 20, 2002, the Commission’s Chief
Accountant issued interim guidance stating that
jurisdictional entities may not adopt FAS 143 for
financial accounting and reporting to the
Commission before Commission action on this
matter, See All Jurisdictional Public Utilities,
Licensees, Natural Gas Companies, and Oi! Pipeline
Companies, 38 FERC ¥ 62,222 (2002).

*7 The FERC Forma 1—F and 2-A and 6 anpual
reports for the year 2003 are due an or before March
31, 2004. The FERC Forms 1 and 2 annual reports
for the year 2003 are due on or bafore April 30.
2004

date of January 1, 2003. The
commenters assert that this would avaid
the issue of retroactively applying the
accounting rule to fiscal years prior to
January 1, 2003.

69. One commenter recommends that
the Commission allow jurisdictional
entities to determine the differential in
amounts between the two
implementation dates, January 1, 2003
and the start of their fiscal year for FERC
reporting purposes and footnote the
difference in their FERC Annual Report.

Commission Response

70. The Commission is adopting the
provisions in the NOPR for
implementing the final rule for
accounting and reporting purposes on
January 1, 2003, except as clarified
below for jurisdictional entities whose
fiscal year begins after January 1, 2003.
Upon considering the comments on this
issue, the Commission will permit a
jurisdictional entity for whose fiscal
year begins after January 1, 2003, 1o
apply the final rule on the first day of
their fiscal year rather than on January
1, 2003 for accounting purposes and
reporting in the FERC Forms 1, 1-F, 2,
2~A and 6 for the reporting year 2003.
In adopting this provision, t{le
Commission will require jurisdictional
entities to determine the differential in
amounts between the two
implementation dates, January 1, 2003
and the jurisdictional entity's first day
of their fiscal year of the adoption of the
final rule in calendar year 2003 for
accounting and FERC reporting
purposes and footnote the difference in
the FERC Annual Report far the
reporting year 2003. Jurisdictional
entities with fiscal years will continue
to report to the Commission in FERC
Annual Reports on a calendar year
basis.

IV. FERC Annual Report Forms

71. The Commission proposed
changes revising the existing schedules
in the FERC Forms 1, 1~F, 2, 2-A, and
6 filed with the Commission. A table,
summarizing the changes to the various
schedules is shown in Appendix B. The
Commission also proposed that
jurisdictional entities include certain
disclosure for asset retirsment
obligations in the *'Notes to Financial
Statements" in the FERC Forms 1, 1-F,
2, 2-A and B.48

72. No commenters object to the
Commission’s proposed revisions to the
existing schedules in the FERC Annual

44 See the instructions to the Notes to Financial -
Statements schedule for FERC Forms 1, 1-F, 2. 2—-
A and § that requires respondents to repont
impottant notes and information related to the
financial staternents.

Report and the proposed disclosure for
asset retirement cbligations in the
“Notes to Financial Statements" in
FERC Annual Reports. Therefore, the
Commission will adopt the provisions
as noticed.

V. Regulatory Flexibility Act
Certification

73. The Regulatory Flexibility Act
(RFA) requires agencies to prepare
certain statements, descriptions, and
analyses of rules that will have a
significant economic impact on a
substantial number of small entities.+?
The Commission is not required to make
such analyses if a rule would not have
such an effect.

74. The Commission does not believe
that this rule will have such an impact
on small entities. Most filing companies
regulated by the Commission do not fall
within the RFA's definition of a small
entity,¢ Further, the Commission
concludes that this reporting would not
be a significant burden because the
information jurisdictional entities will
be required to report to the Commission
specifically focuses on the activities of
the jurisdictional entities that will be
captured in their accounting systems
and generally be reported to their
shareholders and others at a company,
or at a consolidated business leval.
Therefore, the Commission certifies that
this rule will not have a significant
economic impact on a substantial
number of small entities,

75, However, if the reporting
requirements represent an undue
burden on small businesses, the entity
affected may seek a waiver of the
disclosure requirements from the
Commission.

VL Environmental Impact Staternent

76. Commission regulations require
that an environmental assessment or an
environrnental impact statement be
prepared for any Commission action
that may have a significant adverse
effect on the human environment.5* No
environmental consideration is
necessary for the promulgation of a rule
that is clarifying, corrective, or
procedural ar does not substantially
change the effect of legislation or
regulation being amended,32 and aiso

+*5 U.5.C. 601-612.

3¢5 U.5.C. 601(3), citing to section 3 of the Small
Business Act, 15 U.5.C. 632. Section 3 of the Small
Business Act defines a “small-business cancern” as
4 business which is independently owned and
operated and which is not dominant in its fieid of
operation.

51 Regulations Implementing National
Environmental Policy Act, 52 FR 47297 [Dec. 17.
1987), FERC Stats. & Regs. ¥ 30,783 [1987),

3218 CFR 380.4(a)2)(ii).
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for information gathering, analysis, and
dissemination.’? The rle updates the
Parts 35, 101, 154, 201, 346 and 352 of
the Commission’s regulations, and does
not substantially change the effect of the
underlying legislation or the regulations
being revised or eliminated. In addition,
the final rule involves information
gathering, analysis and dissemination.
Therefore, this final rule falls within
categorical exemptions provided in the
Commission’s regulations.
Consequently, neither an environmental
impact statement nor an environmental
asgessment is required.

VII. Information Coliection Statement

77. The Office of Management and
Budget's (OMB) regulations in 5 CFR
1320.11 require that it approve certain
reporting and recordkeeping

requirements (collections of
information) imposed by an agency.
Upon approval of a eollection of
information, OMB will assign an OMB
control number and an expiration date.
Respondents subject to the filing
requirements of this Rule will not be
penalized for failing to respond to these
collections of information unless the
collections of information display a
valid OMB control number,

78. The final rule will affect the
following current data collections: FERC
Form(s) 1, 1-F, 2, 2-A and 6, FERC~516
and FERC-545. In accordance with
Section 3507(d) of the Paperwork
Reduction Act of 1995,54 the data
requirements in the subject mle have
been submitted to OMB for review.

Public Reporting Burden: The
Commission provided burden estimates

in order to implement the proposed
requirements. Of the 16 commenters
who responded ta the NOFR, only one
mads specific comment concerning the
Commission's burden estimates. This
one commenter has misconstrued the
intant of the rule to impose more time
consuming requirentents (e.g., group
depreciation method) than the final rule
actually imposes. The Commission’s
responses to these comments are being
add&essed elsewhere in the final rule.
The proposed requirements coincide
with procedures already established by
FAS 142 for companies to recognize a
liability at fair value on their financial
statements for a retirement obligation
when it has occurred. The Commission
is merely adjusting these industry
standards to coordinate with its
Uniform Systems of Accounts.

No. of re-
; Ne. of Hours per Total annual
Data collection respondents srgggg';‘z g:tr response hours
FOrm 1 it 216 218 17 3.672
Form 1-F . 27 27 8 218
Form 2 . 57 57 13 741
Form 2-A, . 53 53 8 424
Form 6 159 159 10 1.580
TORBIS ettt e e sttt ee oo 512 512 | 65,643

The total annual hours for these
collections is 6,643 hours.

Information Collection Costs: The
Commission is prejecting only the costs
associated with implementing the
requirements of this rule.

Annualized Capital/Startup Costs:
6,643 hours + 2,080 hours x $117,041 =
$373,800.

Annualized Costs (Operatians &
Maintenance}: It should be noted that
the burden and corresponding costs of
this final rule are to be implemented by
jurisdictional entities to comply with
the Commisgion's Uniform System of
Accounts. These entities must already
maintain much of this information in
order to implement generally accepted
accounting principles. The burden and
corresponding costs are to account for
only where thers are differences
between the generally accepted
accounting principles and the Uniform
System of Accounts.

79. FERC Information Caollections
FERC-516 and FERC-545 are aiso
referenced because jurisdictional
entities will be required to provide
supporting documentation for the
amounts to be collected in their rates
when an asset rétirement obligation has
been recorded. This documentation is
no different than jurisdictional entities

3318 CFR 380.4(al{5).

already prepare in their detailed studies
as currently required by the
Commission to support changes in
annual depreciation rates. The
Commission is not requiring additional
infermation as jurisdictional entities
already prepare this information when
quantifying studies and analyses on the
cost of removal of an asset retirement
obligation. Therefore, the Commission
does anticipate that additional burden
will be imposed under these two
information coliections.

80. The Commission has assured
itself, by means of internal review, that
there is specific, objective support for
the burden estimates associated with the
information requirements. .

Title: FERC Form 1 **Annual Report of
Major Electric Utilities, Licensees and
Others”; FERC Form 1-F “Annual
Report of Nonmajor Public Utilities and
Licensees"; FERC Form 2 “Annual
Report of Major Natural Gas
Companies”; FERC Form 2-A “Annual
Report of Nonmajor Natural Gas
Companies”; FERC Form 6 “Annual -
Report of Oil Pipeline Companies™;
FERC~516 “Electric Rate Schedule
Filings"; FERC-545 ‘Gas Pipeline Rates:
Rate Change." -

Action: Praposed data collections.

*44 U.S.C. 3507(d).

OMB Contro! Nos.: 1902-0021; 1902—
0029; 1902—-0028; 1902-0030; 1902~
0022, 1902~0016 and 1902-0154.

Respondents: Public Utilities; Natural
Gas Companies; oil pipeline companies
(Business or other for profit, including
small businesses).

Frequency of the information:
Annually,

Necessity of the Information: The
final rule amends the Commission’s
regulations to revise parts 35, 101, 154,
201, 346 and 352 of its regulations. The
final rule amends the Commission’s
Uniform System of Accounts to revise or
create definitions, instructions, balance
sheet and income statement accounts,
The addition of new accounts and _
changes to FERC Forms wiil add
visibility, completeness and consistency
of the accounting and reporting of
liabilities for asset retirement
obligations and the related asset
retirement costs capitalized. The
implementation of these requirements
will enable the Commission to carry out
its responsibilities under the FPA, NGA
and ICA to ensure the protection of
ratepayers. The Commission is of the
view that such requirements are needad
because the disclosures of these lack
uniformity. For example, jurisdictional
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entities subject to the Commission’s
reguirements use different approaches
for accaunting for retirement costs.
Public utilities perform depreciation
studies to support changes in their rates
for the decammissioning of a nuclear
facility as periodic deprectation expense
while ail pipeline companies have used
depletion rates for abandonment and
removal of offshore facilities. The final
rule will improve the consistency in the
accounting and reporting of legal
obligations to retire tangible long-lived
assets by requiring entities to recognize
at the onset the fair value of the liability.
This information will provide a more
transparent financial statement
disclosura of the costs related to the
legal obligation in the FERC Annual
Reports,

81. Interested persons may obtain
information on the reporting
requirements by contacting the
following: Federal Energy Regulatory
Commission, 888 First Street, NE.,
Washington, DC 20426 [Attention:
Michael Miller, Office of the Executive
Director, ED-30, {202) 502-8415, or
michael miller@ferc.govi or by sending
comments on the collections of
information to the Office of
Management and Budget, Office of
Information and Regulatory Affairs,
Attention: Desk Officer for the Federal
Energy Regulatory Commission, 725
17th Street, NW., Washington, DC
20503. The Desk Officer can aiso be
reached at (202} 395-7856, or fax; (202}
395-7285.

VIIL. Document Availability

82. In addition to publishing the full
text of this document in the Federal
Register, the Commission provides all
interested persons an opportunity to
view and/or print the contents of this
document via the Irternet through
FERC's Home Page (http.//www ferc.gov)
and in FERC's Public Reference Room
during normal business hours (8:30
2.m,, to 5 p.m. Eastern time) at 888 First
Street, NE., Room 2A, Washington, DC
20428, -

83. Erom FERC’s Home Page on the
Internet, this information is available in
the Federal Energy Regulatory Records
Information System (FERRIS}, The full
text of this document is available on
FERRIS in PDF and WardPerfect format
for viewing, printing. and/or
downloading. To access this document
in FERRIS, type the docket number of
this document, excluding the last three
digits in the docket number field. User
assistance is available for FERRIS and
the FERC's Web site during normal
business hours from FERC Online
Support at
FERCOnLineSupport@FERC. gov or toll

free at (866) 208—3676 or for TTY,
contact (202) 502-8659.

IX. Effective Date and Congressional
Notification

84. This Final Rule will take effect
May 21, 2003. The Commission has
determined, with the concurrence of the
Adminijstrator of the Office of
Information and Regulatory Affairs of
the Office of Management and Budget,
that this rule is not a ““major rule”
within the meaning of section 251 of the
Small Business Regulatory Enforcement
Faimess Act of 1996.%% The Commission
will submit the Final Rule to both
houses of Congress and the General
Accounting Office 56

List of Subjects
18 CFR Part 35

Electric power rates, Electric utilities,
Electricity, Reporting and recordkesping
requirements.

18 CFR Part 101

Electric power, Electric utilities,
Reporting and recordkeeping
requirements, Uniform System of
Accounts,

18 CFR Part 154

Alaska, Natural gas, Natural gas
companies, Pipelines, Rate schedules
and tariffs, Reporting and recordkeeping
requirements.
18 CFR Part 201

Natural gas, Reporting and
recordkeeping requirements, Uniform
System of Accounts,

18 CFR Port 346

Pipelines, Reporting and
recordkeeping requirements,
18 CFA Part 352

Pipelines, Reporting and
recordkeeping requirements, Uniform
System of Accounts. -

By the Commission,

Magalie R. Salas,
Secretary.

In consideration of the foregoing, the
Commission amends parts 35, 101, 154,
201, 346 and 352, Chapter I, Title 18,
Code of Federal Regulations, as follows.

Regulatory Text

PART 35—FILING OF RATE
SCHEDULES

& 1. The authority citation for part 35 -
continues to read as follows: :

355 11.5.C. a04(2).
385 U.S.C. so1(a)1)(A).

Authority: 16 U.5.C. 791a-825r, 2601
2645; 31 U.S.C. 8701; 42 1.5.C. 7101-7352.

W 2. Section 35.18 is added to read as fol-
lows:

§35.18  Asset retirement obligations.

{a) A public utility that files a rate
schedule under § 35.12 or §35.13 and
has recorded an asset retirement
obligation on its books must provida a
schedule, as part of the supporting work
papers, identifying all cost components
related to the asset retirement
obligations that are included in the book
balances of all accounts reflected in tha

_cost of service computation supporting

the proposed rates. However, all cost
components related to asset retirement
obligations that would impact the
calculation of rate base, such as elsctric
plant and related accumulated
depreciation and accumulated deferred
income taxes, may not be reflected in
rates and must be remaved from the rate
base calculation through a single
adjustment.

{b) A public utility seeking to recover
nonrate base costs related to asset
Tetirement costs in rates must provide,
with its filing under § 35.12 or § 35.13,

a detailed study supporting the amaounts
proposed to be collected in rates.

(c) A public utility that has recorded
asset retirement obligations on its books,
but is not seeking recovery of the asset
retirement costs in rates, must remove
all asset-retirement-obligations-related
cost components from the cost of service

- supporting its proposed rates.

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

w 3. The autharity citation for part 101
continues to read as follows:

Anthority: 16 U.5.C. 791a-8251, 2601—
2645; 31 U.S.C. 9701; 42 U.5.C. 7101-7352,
7651~76510.

& 4. In Befinitions, Definition 10 is
revised to read as follows:
Definitions

* * - " -*

10. Cost of removal means the cost of
demolishing, dismantling, tearing down
or otherwise removing electric plant,
including the cost of transportation and
handling incidental thereto. It does not
include the cost of removal activities
associated with asset retirement
obligations that are capitalized as part of
the tangible long-lived assets that give
rise to the obligation. (See General
Instruction 25).

* * £y ” x
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& 5. In General Instructions, Instruction
20, paragraphs C. and D. are redesignated
as paragraphs D. and E. and new para-
graph C. is added; and a new Instruction
25 is added to read as follows:

General Instructions

* * * - *

20. Accounting for leases.
L] * L * -

C. The utility, as a lessee, shall
recognize an asset retirement obligation
(See General Instruction 25) arising from
the plant under a capital lease unless
the abligation is recorded as an asset
and liability under a capital lease. The
utility shall record the asset retirement
cost by debiting account 101.1, Property
under capital leases, or account 120.5,
Nuclear fuel under capital leases, or
account 121, Nonutility property, as
appropriale, and crediting the liability
for the asset retirement obligation in
account 230, Asset retirement
obligations. Asset retirement costs
recorded in account 101.1, account
120.6, or account 121 shall be amortized
by charging rent expense (See Operating
Expenss Instruction 3), or account 518,
Nuclear fuel expense (Major only), or
account 421, Miscellaneous
nonoperating income, as appropriate,
and crediting a separate subaccount of
the account in which the asset
retirement costs are recorded, Charges
for the periodic accretion of the liability
in account 230, Asset retirement
obligations, shal} be recorded by a
charge to account 411.10, Accretion
expense, for electric utility plant, and
account 421, Miscellaneous
nonoperating income, for nonutllity
plant and a credit to account 230, Asset
retirement obligations.
= » * - *

25. Accounting for asset retirement
obligations.

A. An osset retirement obligation
represents a liahility for the legal
obligation associated with the
retirement of a tangible long-lived asset
that a company is required to settle as
a result of an existing or enacted law,
statute, ordinance, or written or oral
cantract or by legal construction of a
contract under the doctrine of
promissory estoppel, An asset
retirement cost represents the amount
capitalized when the liability is
recognized for the long-lived asset that
gives rise to the legal obligation. The
amount recognized for the liability and
an associated asset retirement cost shall
be stated at the fair value of the asset
retirement obligation in the period in
which the obligation is incurred.

B. The utility shall initially record &
liability for an asset retirement

“obligation in account 230, Asset

retirement obligations, and charge the
associated asset retirement costs to
electric utility plant {including accounts
101.1 and 120.6), and nonutility plant,
as appropriate, related to the plant that
pives rise to the legal obligation. The
asset retirement cost shall be
depreciated over the useful life of the
related asset that gives rise to the
obligations. For periods subsequent to
the initial recording of the asset
retirement obligation, a utility shall
recognize the pariod to period changes
of the asset retirement obligation that
result from the passage of time due to
the accretion of the liability and any
subsequent measurement changes to the
initial liability for the legal obligation
recorded in account 230, Asset

- tetirement obligations, as follows:

(1) The utility shall record the
accretion of the liability by debiting
account 411.10, Accretion expense, for
electric utility plant, account 413,
Expenses of electric plant leased to -
others, for electric plant leased to
others, and account 421, Miscellaneous
nonoperating income, for nonutility
plant and crediting account 230, Asset
retirement obligations; and

[2) The utility shall recognize any
subsequent measurement changes of the
liability initially recorded in account
230, Asset retirement obligations, for
each specific asset retirement obligation
as an adjustment of that liability in
account 230 with the corresponding
adjustment to electric utility plant,
electric plant leased to others, and
nonutility plant, as appropriate, The
utility shall on a timely basis monitor
any measurement changes of the asset
retirement obligations.

C. Gains or losses resulting from the
settlernent of asset retirement
obligations associated with utility plant
resulting from the difference between
the amount of the liability for the asset
retirement obligation included in
account 230, Asset retirement
obligations, and the actual amount paid
to settie the obligation shall be -
accounted for as follows:

{1) Gains shall be credited to account
411.6, Gains from disposition of utility
plant, and:

(2) Losses shall be charged to account
411.7. Losses from disposition of utility
plant,

D. Gains or losses on the settlement of
asset retirement obligations associated
with nonutility plant resulting from the
difference between the amount of the
liability for the asset retirement
ebligation in account 230, Asset
retirement obligations, and the amount
paid to settle the obligation, shall be
accounted for as follows:

(1) Gains shall be credited to account
421, Miscellaneous nonoperating
income, and;

(2) Losses shall be charged to account
426.5, Other deductions.

E. Separate subsidiary records shall be
maintained for each asset retirement
obligation showing the initial liability
and associated asset retirement cost, any
incremental amounts of the liability
ineurred in subsequent reporting
periods for additional layers of the
original liability and related asset
retirement cost, the accretion of the
liability, the subsequent measurement
changes to the asset retirement
obligation, the depreciation and
amortization of the asset retirement
costs and related accumulated
depreciation, and the settlement date
and actual amount paid to settle the
obligation, For purposes of analyses a
utility shall maintain supporting
documentation so as to be able to
furnish accurately and expeditionsly
with respect to each asset retirement
obligation the full details of the identity
and nature of the legal obligation, the
year incurred, the identity of the plant
giving rise to the obligation, the full
particulars relating to each component
and supporting computations related to
the measurement of the asget retirement
abligation.

* - * - -

® 6. In Electric Plant Instructions, para-
graph 3.A.{17)(a) the W element is
revised; and a new paragraph 3.A.(21) is
added to read as follows:

Electric Plant Instructions

x * - * x

3. Components of construction cost.
A *x K W

[17) * & K

(a) * kW

W = Average balance in construction
work in progress plus nuclear fuel in
process of refinement, conversion,
enrichment and fabrication, less asset
retirement costs (See General
Instruction 25) related to plant under
construction.

. . - * .

(21) Asset retirement costs. The costs
recognized as a result of asset retirement
obligations incurred during the
construction and testing of utility plant
shall constitute a component of
construction costs.

* - . * .

n 7. Balance Sheet Accounts are
amended as {ollows:

m (a) Account 101.1 is amended by
adding a sentence to the end of para-
graph C.;

® (b) Account 103 paragraph C. is
revised;

L4
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= (c} Account 108 paragraph A.(2)
through A.(7) are redesignated as para-
graphs A.(3) through A.(8), a new para-
graph A.[2) is added, and paragraph C. is
amended by adding a sentence to the end
of the paragraph;
m {d) Account 110 paragraph A.(2)
through A.(4] are redesignated as para-
graphs A.(3) through A.(5), a new para-
graph A.[2) is added, and paragraph C. is
amended by adding a sentence to the end
of the paragraph;
u (e]) Account 121, paragraph A. is
amended by adding a sentence to the end
of the paragraph; and
m ({) Account 230 is added.

The revision and additions read as
follows:

Balance Sheet Accounts

* - - * *

101.1 Property under capital leases.

* * - - *

C.* * * Records shall also be
maintained for plant under a lease, to
identify the asset retirement obligation
antl cost originally recognized for each
lease and the periodic charges and
credits made to the asset retirement
obligations and asset retirement costs.

- * » * *

103 Experimental electric plant
unclassified (Major only).

L3 - * * -

C. The depreciation on plant in this
account shall be charged to account 403,
Depreciation expense, and account
403.1, Depreciation expense for asset
retirement costs, as appropriate, and
credited to account 108, Accumulated
provision for depreciation of eléctric
utility plant (Major only). The amounts
herein shall be depreciated over a
period which corresponds to the
estimated useful life of the relevant
project considering the characteristics
involved. Howaver, when projects are
transferred to account 101, Electric
plant in service, a new depreciation rate
based on the remaining service life and
undepregciated amounts, will be
established.

* * L] * *

108 Accumulated provision for
depreciation of electric utility plant
{Major enly).

A. LI I

(2) Amounts charged to account
403.1, Depreciation expense for asset
retiremnent costs, for current
depreciation expense related to assat
retirement costs-in electric plant in
service in a separate subaccount.
" Ll L - w

C. * * ~ Separate subsidiary records
shall be maintained for the amount of

accrued cost of removal other than legal
obligations for the retirement of plant
recorded in account 108, Accumulated
provision for depreciation of electric
utility plant (Major only).

x * * *

110 Accumulated provision for
depreciation and amortization of
electric utility plant (Nonmajor only).

A‘ LN B

(2) Amounts charged to account
403.1, Depreciation expense for asset
retirement costs, in electric utility plant
in service in a separate subaccount.
* - ¥ L] -

C.* * * Separate subsidiary records
shall be maintained for the amount of
accrued cost of removal other than legal
obligations for the retirement of plant
recorded in acecount 110, Accumulated
provision for depreciation of electric
utility plant (Nenmajor only).

" * - *

121 Nonutility property.

A.* * * This account shall also
include, where applicable, amounts
recorded for asset retirement costs
associated with nonutility plant.

* * * - *

230 Asset retirement obligations.

A. This account shall include the
amount of liabilities for the recognition
of asset retirement obligations related to
electric utility plant and nonutility
plant that gives rise to the obligations.
This account shall be credited for the

" amount of the liabilities for asset

retirement obligations with amounts
charged to the appropriate electric
utility pilant accounts or nonutility plant
account to record the related asset
retirement costs.

B. The utility shall charge the
accretion expense to account 411.10,
Accretion expense, for electric utility
plant, account 413, Expenses of electric
plant leased to others, far electric plant
leased to others, or account 421,
Miscellaneous nonoperating income, for
nonutility plant, as appropriate, and
credit account 230, Asset retirement
obligations.

C. This account shall be debited with
amounts paid to settle the asset
retirement obligations recorded herein.

D. The utility shall clear from this
account any gains or losses resulting
from the settlement of asset ratirement
obligations in accardance with the
instructions prescribed in General
Instruction 25.

E L - * -

» 3. In Electric Plant Accounts, new pri-
mary plant accounts, 317, 326, 337, 347,

358.1, 374, and 399.1 are added to read

as follows:
Eleciric Plant Accounts
* * * - *

317 Asset retirement costs for steam
production plant.

This account shall include asset
retirement costs on plant inctuded in
the steam production function.

* * - * *

326 Asset retirement costs for nuclear
production plant (Major anly).

This account shall include asset
retirement costs on plant included in
the nuclear production function.

- * * * *

337 Asset retirement costs for
hydraulic production plant.

This account shall include asset
retiremnent costs on plant included in
the hydraulic production function.

* * * * *

347 Asset retirement costs for other
production plant.

This account shall include asset
retirement costs on plant included in
the other production function.

- * * *

359.1 Assel retirement costs for
transmission plant.

This account shall include asset
retirement costs on plant included in
the transmission plant function.

* * * x *

374 Asset relirement costs for
distribution plant.
This account shall include asset

retirement costs on plant included in
the distribution plant function.

Cw * L] *® -

393.1 Asset retirement costs for
general plant.

This account shall include asset
retirement costs on plant included in
the general plant function.

" * * H L]

m 9. Amend Income Accounts as follows:
m a. Account 403.1 is added,
= b. Accounts 411.6 and 411.7 are
amended by designating the current
paragraph as A., and adding a new para-
graph B.,
m c. Account 411,10 is added,
= d. In account 421, paragraphs 4.
through 6. are added, and
m ¢, In account 426.5 paragraph 6 is
added.

The additions read as follows:

income Accounts

* L] x * *



19622

Response to PSC Question No. 56(c)
Page 121 of 376
Scott

Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations

403.1 Depreciation expense for asset
retirernent costs.

This account shali include the
depreciation expense for asset
retirement costs included in electric
utility plant in service.

* * - *

411.6 Gains from disposition of utility
property.

A. * x &

B. The utility shall record in this
account gains resulting from the
settlement of asset retirement
abligations related to utility plant in
accordance with the accounting
prescribed in General Instruction 25.

H * L] * *

411.7 Lasses from disposition of
utility property.

A. * N

B. The utility shall record in this
account losses resulting from the
settlement of asset retirement
obligations related to utility plant in
accordance with the accounting
prescribed in General Instruction 25.

* * - - *

411.10 Accretion expense.

This account shall be charged for
accretion expense on the liabilities
associated with asset retirement
obligations included in account 230,
Asset retirement obligations, related to
electric utility plant.

*

- * * -

421 Miscellaneous nonoperating
income.
* " Ll * -

4, This account shall include the
accretion expensa on the liability for an
asset retiremant obligation included in
account 230, Asset retirement
obligations, related to nonutility plant.

5. This account shall include the
depreciation expense for asset
retiremnent costs related to nonutility
plant.

6. The utility shall record in this
account gains resulting from the
settlement of asset retirement
obligations related to nonutility plant in
accordance with the accounting

prescribed in General Instruction 25.
L * L] * *

426.5 Other deductions.

~ " - * *

6. The utility shall record in this
account losses resulting from the
settlement of asset retirement
obligations related to nonutility plant in
accordance with the accounting
prescribed in General Instruction 25.

* a = - *

PART 154—RATE SCHEDULES AND
TARIFFS

® 10, The authority citation for part 154
continues to read as follows:

Anthority: 15 U.S.C. 717-717w; 31 U.S.C.
9701: 42 U.S.C, 7102-7352.

® 11.1n § 154.312 paragraph (d},
introductory text, is amended by
removing the sentence “Any authorized
negative salvage must bs maintained in

a separate subaccount of account 108,”
and adding in its place the following sen-
tence to read as follows:

§154.312 Composition of Statements.
L] L] L] - -

(d)* * * Any authorized negative
salvage must be maintained in a
separate subaccount of account 108, and
shall not include any amounts related to

asset retirement obligations. * * *
w * - * *

® 12. Section 154.315 is added to subpart
D to read as follows:

§154.315  Asset retirement obligations.
{a) A natural gas company that files a
tariff change under this part and has
recorded an asset retirement obligation
on its books must provide a schedule, as
part of the supporting warkpapers,
identifying all cost components related
to the asset retirement obligations that
are included in the book balances of all
accounts reflectad in the cost of service
computation supporting the proposed
rates. However, all cost components
related to asset ratirement obligations
that would impact the calculation of
rate base, such as gas plant and related
accumulated depreciation and
accumutlated deferred income taxes,
may not be reflected in rates and must
be removed from the rate base
calculation through a single adjustment.
(b) A natural gas company seeking to
recover nonrate base costs related to
asset retirement obligations in rates
must provide, with its filing under -
§154.312 or § 154.313, a detailed study
supporting the amounts proposed to be
coilected in rates. g
{c) A natural gas company who has
recorded asset retirement obligations on
its books but is not seeking recovery of
the asset retirement costs in rates, must
remove all asset retirement obligations
related cost components from the cost of
service supporting its proposed rates.

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

& 13. The authority citation for part 201
continues to read as follows:

Anthority: 15 U.5.C. 717-717w, 3301—
3432; 42 US.C. 7101-7352, 7651-76510.

# 14. In Definitions, Definition 10 is
revised 1o read as follows:
Definitions

Ed * x * *

10. Cost of removal means the cost of
demolishing, dismantling, tearing down
or otherwise removing gas plant,
including the cost of transportation and
handling incidental thereto. It does not
include the cost of removal activities
associated with asset retirement
obligations that are capitalized as part of
the tangible long-lived assets that give
rise to the obligation, (See General
Instruction 24),

* * - - ®

® 15. In Genera} Instructions, Instruction
20 paragraphs C. and D. are redesignated
as paragraphs D. and E. and a new para-
graph C. is added; and a new Instruction
24 is added to read as follows;

General Instructions

- - * % *
20. Accounting for leases.
* - x* w x

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

r  x e o=

24. Accounting for asset retirement
obligations.

A. An asset retirement obligation
represents a liability for the legal
chligation associated with the
retirement of a tangible long-lived asset
that a utility is required to settle as a
result of an existing or enacted law,
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statute, ordinance, or written cr oral
contract or by legal construction of a
contract under the doctrine of
promissory estoppel. An asset
retirement cost represents the amount
capitalized when the liability is
recognized for the long-lived asset that
gives rise to the legal obligation. The
amount recognized for the liability and
an associated asset retirement cost shall
be stated at the fair value of the asset
retirement obligation in the period in
which the obligation is incurred.

B. The utility shali initially record a
liability for an asset retirement
obligation in account 230, Asset
retirement obligations, and charge the
associated asset retirement costs to gas
utility plant and nonutility plant, as
appropriate, related to the plant that
gives rise to the legal obligation. The
agset retirement cost shall be
depreciated over the useful life of the
related asset that gives rise to the
obligations. For periods subsequent to
the initial recording of the asset
retirement obligation, a utility shall
recognize the period to period changes
of the asset retirament obligation that
result from the passage of time due to
the accretion of the liability and any
subsequent measurement changes to the
initial liability for the legal obligation
racorded in account 230, Asset
retirament obligations, as follows:

(1) The utility shall record the
accretion of the liability by debiting
accournt 411.10, Accretion expense, for
gas utility plant, account 413, Expenses
of gas plant leased to others, for gas

plants leased to others, and accaount 421,

Miscellaneous noroperating income, for
nonutility plant and crediting account
230, Asset retirement obligations; and

(2) The utility shali recognize any
subsequent measurement changes of the
liability initially recorded in account
230, Asset retirement obligations, for
each specific asset retirement obligation
as an adjustment of that liability in
account 230 with the corresponding
adjustment to gas utility plant, gas plant
leased to others, and nonutility plant, as
appropriate. The utility shall on a
timely basis monitor any measurement
changes of the asset retirement
obligations.

C. Gains or losses resulting from the
settlement of asset retirement
obligations associated with utility plant
resulting from the difference between
the amount of the liability for the asset
retiremnent obligation included in
account 230, Asset retirement
obligations, and the actual amount paid
to settle the obligation shall be
accounted for as follows:

[1) Gains shall be credited to account
411.6, Gains from disposition of utility
plant, and;

(2) Losses shall be charged to account
411.7, Losses from disposition of utility
plant,

D. Gains or losses on the settiement of
the asset retirement cbligations
associated with nonutility plant
resulting from the difference batween
the amount of the liability for the asset
retirement obligation in account 230,
Asset retirement obligations, and the
amount paid to settle the obligation,
shall be accounted for as follows:

(1) Gains shall be credited to account
421, Miscellaneous nonoperating
income, and;

(2) Losses shall be charged to account
426.5, Other deductions.

E. Separate subsidiary records shall be
maintained for each asset retirement
obligation showing the initial Hability
and associated asset retirement cost, any
incremental amounts of the liability
incurred in subsequent reporting
periods for additional layers of the
original liability and related asset
retirement cost, the accretion of the
liability, the subsequent measurement
changes to the asset retirement
obligation, the depreciation and
amortization of the asset retirement
costs and related accumulated
depreciation, and the settlement date
and actual amount paid to settle the
obligatian, For purposes of analyses a
utility shall maintain supporting
documentation so as to be able to
farnish accurately and expeditiously
with respect to each asset retirement
obligation the full details of the identity
and nature of the legal obligation, the
year incurred, the identity of the plant
giving rise 1o the obligation, the full
particulars relating to each component
and supporting computations related to
the measurement of the asset retirement
obligation.

- * - - * -

® 16. In Gas Plant Instructions, para-
graph 3.A.(17)(a) the W element {s |
revised; and new paragraph 3.A.(23} is
added to read as follows:

Gas Plant Instructions

- - 1] - *

3. Components of construction cost.

A. * A w

(] 7y o =

(a) * x W

W = Average balance in construction
work in progress less asset retirement
costs (See General Instruction 24} .
related to plant under construction.
* * * - *

(23) “"Asset retirement costs.” The
costs recognized as a result of asset

retirement obligations incurred during
the construction and testing of utility
plant shall constitute a component of
construction costs.

* " = * *

® 17. Balance Sheet Accounts are
amended as follows:
® (a} Account 101.1, is amended by
adding a sentence to the end of para-
graph C.;
m (b) Account 103, paragraph C. is
revised;
& {c) Account 108, paragraphs A.(2)
through A.(7) are redesignated as para-
graphs A.(3} through A.(3), 4 new para-
graph A.(2) is added, and paragraph C. is
amended by adding a sentence to the endl
of the paragraph;
m (d) Account 121, paragraph A. is
amended by adding a sentence to the end
of the paragraph; and
m (&) Account 230 is added.

The additions and revisions read as

follows:
Balance Sheet Accounts
x - o, n -

101.1 Property under capital leases.

« * - L] *

C.* * * Records shall also be
maintained for plant under a lease, to
identify the asset ratirement obligation
and cost griginally recognized for each
lease and the periodic charges and
credits made to the assst retirement
obligations and asset retirement costs.

" » * * *

103 Experimental gas plant
unclassified.

* x - * *

C. The depreciation on plant in this
account shall be charged to account 403,
Depreciation expenge, and account
403.1, Depreciation expense for asset
retirament costs, as appropriate, and
credited to account 108, Accumulated
provision for depreciation of gas utility
plant. The amounts herein shall be
depreciated over a period which
corresponds to the estimated usaful life
of the relevant project considering the
characteristics invelved. However,
when projects are transferred to account
101, Gas plant in service, a new
depreciation rate based on the
remaining service life and
undepreciated amounts, will be
established.

L] " * - *

108 Accumulated provision for
depreciation of gas utility plant.

A‘ x x W

(2) Amounts charged to account
403.1, Depreciation expense for asset
retirement costs, for current
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depreciation expense related to asset
retirement costs in gas plant in service
in a separate subaccount.

* * - ~ *

C.* * * Separate subsidiary records
shall be maintained for the amount of
accrued cost of remaval other than legal
obligations for the retirement of plant
recorded in account 108, Accumulated
provision for depreciation of gas utility
plant.
L3

* * * *

121 Nonutility property.

A. " * * This account shall also
include, where applicable, amounts
recorded for asset retirement costs
associated with nonutility plant,

* * * - *

230 Asset retirement ohligations.

A. This account shall include the
amount of liabilities for the recagnition
of asset retirement obligations related to
gas utility plant and nonutility plant
that gives rise ta the obligations. This
account shall be credited for the amount
of the liabilities for asset retirement
obligations with amounts charged to the
appropriate gas ulility plant accounts or
nonutility plant accounts to record the
related asset retirement costs.

B, This account shall also include the
period to period changes for the
accretion of the liabilities in account
230, Asset retirement obligations, The
utility shail charge the accretion
expense to account 411.10, Accretion
expense, for gas utility plant, account
413, Expenses of gas plant leased to
others, for gas plant leased to others, or
account 421, Miscellaneous
nonoperating income, for nonutility
plant, as appropriate, and credit account
230, Asset retiremant obligations.

C. This account shall be debited with
amounts paid to settie the asset
retirement obligations recorded herein.

D. The utility shall clear from this
account any gains or losses resulting
from the settlement of asset retirement
obligations in accordance with the
instructions prescribed in Genera}
Instruction 24.

L] * * * A

® 18. In Gas Plant Accounts, new pri-
mary plant accounts, 321, 339, 348, 358,
363.6, 372, 388, and 399.1 sre added to
read as follows:

Gas Plant Accounts

® * - - £l

321 Asset retirement costs for
manufactured gas production plant.

This account shall include asset
retirement costs on plant included in

the manufactured gas production plant
function,

* » - * *

339 Asset retirement costs for natural
gas production and gathering plant.

This account shall include asset
retirement costs on plant included in
the natural gas production and gathering
plant function.

* - * * L]

348 Asset retirement costs for
products extraction plant,

This account shall include asset
retirement costs on plant included in
the products extraction plant function,

x * * * *

358 Asset retirement costs for
underground storage plant.

This account shall include asset
retirement costs on plant included in
the underground storage plant function.

-

* a* - *

363.6 Asset retirement costs for other
storage plant.

This account shall include asset
retirement costs on plant included in
the other storage plant function.

- * # = L]

372 Asset retirement costs for
transmission plant.

This account shall inciude asset
tetirement costs on plant included in
the transmission plant function.

- * = * -

388 Asset retirement costs for
distribution plant.

This account shall include assat
retirement costs on plant included in
the distribution plant function.

x *® * - *

© 399.1  Asset retirement costs for

general plant. -

This account shall include asset
retirement costs on plant included in.
the peneral plant function.

x * x -

® 19. Income Accounts are amanded as
follows:
u a. Account 403.1 is added,
® b. Accounts 411.6 and 411.7 are
amended by designating the current
paragraph as A, and adding a new para-
graph B.,
B c. Account 411.10 is added,
® d. In Account 421, paragraphs 4. -
through 6. are added, and -
® e. In Account 426.5 paragraph 6. is
added.

The additions read as follows:

Income Accounts
* * x* £ "

403.1 Depreciation expense for assat
retirement costs.

This account shall include the
depraciation expense for assat
retizement costs included in gas utility
plant in service,

- * L] * *

411.6 Gains from disposition of utility
property.

A- % x W

B. The utility shall record in this
account gains resulting from the
settiement of asset retirement
obligations related to utility plant in
accordance with the accounting
prescribed in General Instruction 24.

* * = - -

411.7 Losses from disposition of
utility property.

A. * A W

B. The utility shall record in this
account losses resulting from the
settlement of asset retirement
cbligations related to utility plant in
accordance with the accounting
prescribed in General Instruction 24.

* * * - »

411.10 Accretion expense.

This account shall be charged for
accretion expense on the liabilities
agsociated with asset retirement
obligations included in account 230,
Asset retirement abligations, related to
gas utility plant.

* - - L

421 Miscellaneous nonoperating
income.

* * - x *

4. This account shall include the
accretion expense on the liability for an
asset retirement obligation included in
account 230, Asset retirement
obligations, related to nonutility plant.

5. This account shall include the
depreciation expense for asset
retiremnent costs related to nonutility
plant.

6. The utility shall record in this
account gains resulting from the
sattlement of asset retirernent
obligations related to nonutility plant in
accordance with the accounting
prescribed in General Instruction 24.

* - » " *

426.5 Other deductions.

L] * * * *

6. The utility shall record in this
account losses resulting from the
settlement of asset retirement
obligations related to nonutility piant in
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accordance with the accounting
prescribed in General Instruction 24.

= * * " *

PART 346-0IL PIPELINE COST-OF-
SERVICE FILING REQUIREMENTS

m 20. The authority citation for part 346
continues to read as follows:

Authority: 42 U.S.C. 7101-7352; 49 U.5.C.
60502; 49 App. 1J.3.C. 1-85.
= 21. Saction 346,3 is added to read as
follows:

§346.3 Asset retirement obligations.

(a} A carrier that files material in
suppart of initial rates or change in rates
under § 346.2 and hag recorded asset
retirement obligations on its baoks must
provide a schedule, as part of the
supporting workpapers, identifying all
cost components related to the asset
retirement obligations that are included
in the book balances of all accounts
reflected in the cost of service
cornputation supporting the proposed
rates. However, all cost components
related to asset retirement obligations
that would impact the calculation of
rate base, such as carrter property and
related accumulated depreciation and
accumulated deferred income taxes,
may not be reflected in rates and must
be removed from the rate base
calculation through a single adjustment.

(b} A carrier seeking to recover
nonrate base costs related 1o asset
retirement costs in rates must provide,
with its filing under § 346.2 of this part,
a detailed study supporting the amounts
proposed to be collected in rates.

{c) A carrier who has recorded asset
retirement obligations on its books but
is not seeking recovery of the asset
retirement costs in rates, must remove
all asset retirement obligations related
cost components from the cost of service
supporting its proposed rates,

PART 352—UNIFORM SYSTEMS OF
ACCOUNTS PRESCRIBED FOR OIL
PIPELINE COMPANIES SUBJECT TO
THE PROVISIONS OF THE
INTERSTATE COMMERCE ACT

& 22. The authority citation for part 352
continues to read as follows:

Authority: 49 U.5.C. 60502; 49 App. U.S.C.
1-85 (1988).

® 23. In List of Instructions and
Accounts, under Definitions, Definition
12 is revised to read as follows:

Definitions, = * *

12. Cost of removal means cost of
demolishing, dismantling, tearing down,
or otherwise removing property
including costs of handling and
transportation. It does not include the

" cost of removal activities associated

with asset retiremant obligations that
are capitalized as part of the tangible
long-lived assets that give rise to the
obligation. {See General Instruction 1~
18}

- * * ~ *

® 24. In General Instructions, paragraph
1~19 is added to read as follows:

General Instructions

* » - * -
1-19 Accounting for asset retirement
obligations.

(a) An asset retirement obligation
represents a liability for the legal
obligation associated with the
retirement of a tangible long-lived asset
that a utility is required to settle as a
result of an existing or enacted law,
statute, ordinance, or written or oral
contract or by legal construction of a
contract under the doctrine of
promissory estoppel. An asset
retirement cost represents the amount
capitalized when the liability is
recognized for the long-lived asset that
gives rise to the legal obligation. The
amount recognized for the liability and
an assoctated asset retirement cost shall
be stated at the fair value of the asset
retirement obligation in the period in
which the obligation is incurred.

(b) The carrier shall initially record a
liability for an asset retirement
obligation in account 67, Assst
retirement obligations, and charge the
associated asset retirement costs to
account 30, Carrier property, and
account 34, Noncarrier property, as
appropriate, related to the property that
gives rise ta the legal obligation. The
asset retirement cost shall be
depreciated over the useful life of the
related asset that gives rise to the
obligations. For periods subsequent to
the initial recording of the asset
retirement obligation, a carrier shall
tecognize the period to period changes
of the asset retirement obligation that
result from the passage of time due to
the accretion of the liability and any _
subsequent measurement revisions to
the initial liability for the legal
obligation recorded in account 67, Assat
retirement obligations, as follows:

[1) The carrier shall record the
accretion of the liability by debiting
account 591, Accretion expense, for
carrier property, account 620, Income
[net} from noncarrier property, for
noncarrier property and crediting
account 67, Asset retirement
obligations: and - -

(2) The carrier shall recognize any
subsequent measurement changes of the
liability initially recorded in account 67,
Asset retirement obligations, for each

specific asset retirament obligation as an
adjustnent of that liability in account
67 with the corresponding adjustment to
carrier property and noncarrier praoperty
accounts, as appropriate. The utility
shail on a timely basis monitor any
measurement changes of the assat
retirement obligations.

(c) Gains ar losses resulting from the
final settlement of asset retirement
obligatiens for carrier plant resulting
from the difference between the amount
of the liability for tha assef retirement
obligation in account 67, Asset
retirement obligations, and the actusl
amount to settle the obligation, shall be
recorded in account 592, Gains or losses
on asset retirement obligations,

(d} Gains or losses resulting from the
final settlement of asset retirement
cbligations for noncarrier plant resulting
from the difference between the amount
of the Hability for the asset retirement
obligation in account 67, Asset
retirement obligations, and the actual
amount to settle the obligation, shall be
recorded in account 620, Income (net)
from noncarrier property.

(e} Separate subsidiary records shall
be maintained for each assat retirement
cbligation showing the inital liability
and associated asset retirement cost, any
incremental amounts of the liability
incurred in subsequent reporting
periods for additional layers of the
original liability and related asset
retirernent cost, the aceretion of the
liability, the subsequent measurement
changes to the asset retirement
obligation, the depreciation and
amortization of the asset retirement
costs and related accumulated
depreciation, and the settlement date
and actual amount paid to settle the
obligation. For purposes of analyses a
carrier shall maintain supporting
documentation so as ta be able to
furnish accurately and expeditiously
with respect to each asset retiroment
obligation the full details of the identity
and nature of the legal obligation. the
year incurred, the identity of the plant
giving rise to the obligation, the full
particulars relating to sach component
and supporting computations related to

e measurement of the asset retirement
obligation.

> * * - -

® 25. In Instructions for Carrier Property
Accounts, Instruction 3-3, paragraph
{11){iii) and paragraph (13) are added to
read as follows:

Instructions for Carrier Property
Accounts

» x L] * H]

3-3 Cost of property constructed.

*
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(11) * k ok

(iii} Interest during construction shall
not be recognized on the asset
retirement costs incurred during the
construction of carrier and noncarrier
property.
- x * & -

{13) Asset retirement costs that are
recognized as a result of asset retirement
cbligations incurred during construction
shall be included in the cost of
construction costs.

* " * - *

u 26. In Balance Sheet Accounts,

account 31 is amended by adding a sen-
tence to the end of paragraph, account 34
is amended by adding a sentence to the
end of paragraph and account 67 iz
added to read as follows:

Balance Sheet Accounts

* * * - *

31 * * * Separate subsidiary records
shall be maintained for the amount of
accrued cost of removal other than legal
obligations for the retirement of
property recorded in account 31,
Accrued depreciation—Carrier property.
&* * L] * *

34 * * * This account shall also
include, amounts recorded for asset
retirement costs associated with
noncarrier property.

*

- * * *

67 Asset retirement obligations.

(a) This account shall include
liabilities arising from the recognition of
asset retiroment obligations. The carrier
shall credit account 67, Asset retirement
obligations, for the liabilities for asset
retirement obligations and charge the
appropriate carrier property accounts or
noncarrier property accounts to record
the related asset retirement costs.

(b) This account shall also include the
period to period changes for the
accretion of the liabilities in account 87,
Asset retirement obligations. The carrier
shall charge the accretion expense to
account 591, Accretion expense, for
carrier property, and account 620,

Income (net) from noncarrier property,
for noncarrier property, as appropriate,
and credit account 67, Asset retirement
obligations.

{(c) This account shall be debited with
amounts paid to settle the asset
retirement obligations recorded herein.

(d} The utility shall clear from this
account any gains or losses resulting
from the settlement of asset retirement
obligatians in accordance with the
instructions prescribed in General
Instruction 1-19.

* * * L] *

m 27, In Carrier Property Accounts,
accounts 117, 167, and 186.1 are added
to read as follows:

Carrier Property Accounts

- *

117, 167, 186.1 Asset retirement costs.
This acecount shall include asset
retirement costs on plans included in
carrier property.
L3

* * = *

x * *

m 28, In Operating Expenses, accounts
541, 591 and 592 are added to read as fol-
lows:

Operating Expenses
L

* * * -

541 Depreciation expense for asset
retirement costs.

This account shall include charges for
the depreciation of asset retirement
costs related to transportation property.

* L] * * -

581 Accretion expense,

This account shall be charged for
accretion sxpense on the labilities
assaciated with asset retirement
obligations included in account 67,
Asset retirernent obligations. The carrier
shall record in this account the
settlement amounts for asset retirement
obligations related to carrier property in
accordance with the accounting
prescribed in General Instruction 1-19.

592 Gains or losses on asset
retirement obligabons.

The carrier shall record in this
account gains or losses resulting from
the settlement amounts for asset
retirement obligations related to carrier
property plant. (See General Instruction
1-19).

= * * * *

Note: The following appendices will
not be published in the Code of Federal
Regulations.

APPENDIX A

LIST OF COMMENTERS

Respondent Abbreviation
1. Arkansas Public Arkansas PSC.
Service Commis-
sion.
2. Don Bjerke ............ | Bjerke.
3. Delcitte & Touche | Deloitte & Touche.
LLP.
4. Edison Electric In- | EEI.
stilute.
5. FirstEnergy Corp. .. { FirstEnergy.
6. John S. Ferguson | Ferguson.
7. K C. Martin _.......... K.C. Martin,
8. Missouri Public MoPSC.
Service Commis-
sion.
9. National Associa- NASUGA.
tion of State Utility
Consumer Advo-
cales.
10. National Grid National Grid.
USA.
11, National Rural NRECA.
Electric Coopera-
tive Assn..
12, Northern Natural Northam Natural,
Gas Company.
13. PacifiCarp .......... PacifiCorp.
14. Progress Energy, | Progress Energy.
inc..
15. Rural Utiiities RUS.
Service.
16. Southern Com- Southem.
pany.
Appendix B

SUMMARY OF CHANGES TO SCHEDULES FOR FORMS 1, 1-F, 2, 2-A AND B

Schedule title

Forms 1 and 1—F public utilities
and licensees

Forms 2 and 2A natural gas
companies

Form 6 oil pipeline companias

1 Listof Schedules
2 Comparative Balance Sheet

3 Statement of Income for the
Yaar_

Revisa lo
changes.

Add new account 230 to repont
assel retirerment obligations.

Add new accounts 403.1, to re-
port depreciation expense and
411.10, to report accretion ex-
pense.

show  schedule

Same as Public Utilities and Li-
censees.

Same as Pubiic Uililes and Li-
censees.

Same as Public Utilities and L
censees.

Same as Public Utiities and Li-
censees.

Add account 67 to report asset
retirement obligations.

Add accounts 541, to de-
preciation expense, 591, lo re-
port accretion expense, and
592, to report gains or losses
on assel retirement obligations.
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SUMMARY OF CHANGES TO SCHEDULES FOR FORMS 1, 1-F, 2, 2-A AND 6—-Continued

Scheduie tite

Forms 1 and 1-F public utilities
and licensees

Farms 2 and 2A natural gas
companies

Form & oil pipeline companies

4 Plant in Service

5 Undivided Joint Interest Prop-
erty

6 Accumulated Provision for De-
preciation of Ulility Plant

7 Aconzed  Depreciation—Carrler
Property

8 Accrued Depreciation—Undi-
vided Joint Interest Property

9 Depraciation and Amortization
of Plant (Except Amortization of
Acquisition Adjustments}

10 Amorlization Base and Re-
serve

11 Steam-Electric Generating
Plant Statistics (Large Plants)

12 Hydroelectric Generating Plant
Statistics (Large Plants)

13 Pumped Storage Generating.
Plant Statistics (Large Plants)

14 Generating Fant  Statistics
(Small Plants) (Continued)

15 Transmission Lines Added

During the Year

Add new Instruction 4, For revi-
sions to the amount of initial
asset retirement costs capital-
ized, included by primary plant
accouni, increases in column
{c} addition and reductions in
column (e} adjustments.

Add new primary asset retirement
accounts, 317, 326, 337, 347,
359.1, 374 and 399.1, for each
plant function.

N/A

Added lines to raport "403.1 De-
preciation Expense for Asset
Retirement Costs” and “Book
Cost of Asset Retirement Costs
Retired.”

NiA

N/A

Add new Column (c), Deprecia-
tion Expense for Asset Retire-
ment Costs (403.1).

N/A

Formm 1—Revise to report Asset
Retirement Costs, Form 1-F N/
A

Form 1—Revise {o report Asset
Retirement Costs. Form 1-F N/
A

Form 1—Revise to report Asset
Retirement Costs, Form 1-F N/
A

Form 1—Ravise Column (g), to
read “Piant Cost {Including
Asset Relirement Costs) Per
MW Installed Capacity.” Fomm
1+ N/A

Form 1—Add column {o) “Asset
Retirement Costs” 1o report
asset retrement costs as part
of line cost. Form 1—F N/A

Same as Public Utllities and Li
censees.

Add new prifmary asset reirement
accounts, 329, 348, 358, 363.5,
3649, 372, 388, 399.1, for
each plant function.

NIA

Same as Public Ulilities and Li-
censees.

N/A

NIA

Add new primary asset retirement
accounts, 117, 167, and 186.1,
for each camier property ac~
count function.

N/A

NIA Add new primary asset retirement
accounts, 117, 167, and 186.1,
for each camer property ac-—
count funclion and revise col-
umn {c) to read Debits to Ac-
counts 540 and 541 of USoiA
{in dollars).

N/A Same as abave for Accrued
Depreciation—Carrier Property.

Same as Public Utilities and { N/A

Licenses.

Form 2-A N/A,

N/A Revise header over columns (b),
(¢}, (d) and (e) to read (Base
540 and 541).

NA N/A

N/A N/A

N/A, N/A

N/A MNiA,

N/A . NIA

BALUNG CODE 8717-01-P

Scott
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -87-
Name of Aespondent This Report is: Date of Report Year of Report
(1) 01 An Criginal {Mo, Da, Yr) Doc 31
ec 31,

2 01 A Resubmission

LIST OF SGHEDULES (Electric Ulility)

Enter in column (d} the terms “none,” "not applicable,*
<r "NA," 23 appropriate, where no information or amounts

have bsen reparted for certain pages. Omit pages whera the

respondents are Tione," “not applicable,” or "NA"

Tite of Schadula Reterenca Date Hemarks
Page No. Revisad
(a) (b) ic) {d)
GENERAL CORPORATE INFORMATION AND
FINANCIAL STATEMENTS
General Information ... ... .. .. i e i L] Ed. 12-87
Control Over Respond@nt ... ... .. ... ...ciciecnonreiiaiannnn. 102 Ed. 12-96
Comperatiens Controlied by Paspondent . .- 103 Ed. 12-96
OHICBIS ... et 104 Ed, 12.88
L= . 105 Ed. 12-85
Security Holders and Voling Powars .. ................oiiiiinnan.. 108-107 Ed. 12.98
Important Changes Quring the Year ... ... ..................... 108-10% Ed. 12-9%8
Comparative Balance Shaet ... ... . . 1Me-113 Rev. 1202
Statement of Income forthe Year .......... 114-117 Rev. 12-62
Statement of Retained Eamings for the Year . 118-119 Ed. 12-86
Slatementof Cash Flows ... ... ... ... .. .coiiuanos . 120-121 Ed. t2-98
Statement of Accumulated Comprehensive Income and Hedging Activities 122 (a) (b) New 12-02
Notes 1o Fingncial Statements ... ... ... ... . iiiiiae.s 123 Ed. 1202
BALANCE SHEET SUPPORTING SCHEDULES (Assets and Cther Dabity)
Summary of Utility Plant and Accumuiated Pravisions for
Depreciation, Amortization, and Depleton ............. .... 200-201 Ed. 12-89
Nuclear Fuel Materials .. . 202-203 Ed. 12-89
Elactnc Plant in Sarvica 204-207 Rav, 12-02
Electric Plant Leased to Others . | . 213 Rav. 12-95
Electric Pfant Held for Future Use .. 214 Ed. 12-89
Construction work in Progress - Electric 216 Ed. 12-87
Construction Overheads — Electnc ....... e . 217 Ed. 12-89
General Description of Construction Overhead Procedura . ............ 218 Ed. 12-88
Accumulated Provisian for Depraciation of Electric Liiity Plant. 219 Ed. 1202 i
Nanutility Property 221 Rev. 125
investment in Subsidiary Companies .. 224-225 Ed. tz-89
Matariats and Supplies ... ...... 27 Ed. 12-87
Allo 228-229 Ed. 12-89
Extraortinary Property Losses ... 2230 Ed. 12.88
Unrecovered Plant and Reguatory Study Costs 230 Ed. 12-88
Other Reg y Assots 232 Ed. 12-95
Miscerfaneous Delerred Debits ....... .. e 233 Ed. 12-94
Accumuiated Daterred income Taxes (AcCount 190) ....ooeeee. o ooun ... 234 Ed. 12-88
BALANCE SHEET SUPPORTING SCHEDULES (Liabilibes #nd Othar
Crédits) -
Capital Stock e e 250-251 Ed. 12-9%
Capital Stack Subscribed, Capital Steck Liability for
Convarsion, Premium on Capital Stock, and instaiiments
Received on Capital Stock . 252 Rav. 12-95
Other Paid-in Capital ...... 253 Ed. 12-87
Discount on Capital Stock .. .. 254 Ed. 12-87
Capital SKCK EXPROBE ...........oooeeceeeciiiecciei e et e e e e s e e e ean s 254 Ed. 12-86
Long-TemDebt. .. ... ... i e 256-257 ‘Ed. 12-96

FERC FORM NO. 1 (ED. 12-03) Page 2
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Appendix C Revised Schedules for FERC Forms L, I-F, 2, 2-A, and 6

-88-

Name of Respondent This Report is:
(1 O An Original
{2) £} A Resubmission

Date of Report
(Mo, Da, Yr}

Year of Report

Dec 31,

LIST OF SCHEDULES (Electric Utility) {Continued)

FERC FORM NO. 1 (ED. 12-03)

Title of Schedule Reference Date Remarks
Page No. Revised
{al it} (c} d}
BALANCE SHEET SUPPORTING SCHEDULES
(Liabilities and Cther Credits) {Continued)

Reconciliation ol Reported Net Income with

for Federal Income Tanes . ....uou.vuiuini i iieiannrann s 281 Ed. 12:66
Taxes Accrued,.Prepaid and Charged During Year 262 - 263 Ed. 12-98
Accumulated Defarred investment Tax Credits ... .......... e 266 - 267 Ed. 12-89
Other Daferved Credits, .................. Ceeearinaan ferramaaaa 269 Ed. 12-88
Acgumulated Deferred Income Taxes — Accelerated Amortization

PrOPBIYY e e 272-273 Ed. 12-98
Accumulated Deferred Income Taxes ~ Other Propaity 274 - 275 Ed. 12-96
Accumulated Deferred § Taxes Other .........oovovenuono..., 276- 277 Ed. 12-86
Other Regulatary Liabilities - . ... ................................ 278 Ed. 12-94

INCOME AGCOUNT SUPPORTING SCHEDULES

Electric Cparating Revenues . ........... 300 - 301 Ed. 12-96
Sales of Elactricity by Rate Schedules ... . 304 Ed. 12-85
SalesolResale . ...... ... ... .. i, 310-31 Ed. 12-88
Elactric Oparation and Maintenance EXpenses ..................... 320 - 323 Ed. 12-85
Numbar of Electric Department Employees . . . . . 323 . Ed. 12.93
Purchased Power ...._............... .. 326 - 327 Ed. 12-95
Transmiggion of Electricity for Others . ..., ... .. 328-330 Ed. 12-80
Transmission of Electricity by Othars ..........._................. 332 Ed. 1290
Misceflaneous Genera! Expenses —Electric ... ......_.............. a3s Ed. 12-04
Depreciation and Amentization of Electric— Plant .., ................. a36 - 337 Rev. 12-02
Farticulars Conceming Caertain Income Deduction and Interest

Charges Account . .....,..... e 340 Ed. 12-87

COMMON SECTION
Reguiatory Commission Expenses ...... .......... ... ... ... . .. 350 - 351 Ed. 12:96
Aesearch, Development and Demonstration Activities .. 352-353 Ed. 12-87
Distribution of Salaries and Wages 354 - 355 Ed. 1288
Commen Utility Plant and Expenses 356 Ed. 12-87
ELECTRIC PLANT STATISTICAL DATA
Eleetric Energy Account ...._......... ... .. 401 Reav. 12-90
Monthly Paaks and Output . . am Aev. 12.90
Steam-Electric Genaerating Plant Statistics (Large Plants) . . . . . e 402 - 403 Rav. 1202
Hydroelectric Generating Plant Statistics (large Plantsy ... ... ... ... 406 - 407 Ed. 12-02
Pumped Storage Ganerating Plant Statistics (Large Plants) ... .. ... ... . 408 - 409 Ed. 12-02
Generating Plant Statistics (Small Plarts) . ............, . ........... 410 - 411 Ed. 12-02
Page 3
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Narme of Respondent This Report is; Date of Report Year of Raport

(1) O An Original {Mo, Da, Yr}

)0 A Resubmission Dec3t, ___

LIST OF SCHEDULES (Eleciric Utility) (Continued)
Titie of Schedule Reference Date Remarks
Page No. Revised
(a) {b) ] (d)
ELECTRIC PLANT STATISTICAL DATA (Continued)

Transmission Lines Statistics .. ....................... 422-423 Ed. 12-87
Transmission Lines Added During Year . ... ......._..... 424-425 Ed. 12-02
SUbSIAtONS . ... e e 426-427 Ed. 12-98
Electric Distribution Meters and Line Transformers .. .... .. 429 Ed. 12-88
Environmental protection Facilities . .................... 430 Ed. 12-88
Enviranmental Protection Expenses ................... 431 Ed. 12-88
FootnotaData . ..........commnininniieiee .. 450 Ed. 12-87

Stockholders’ Reports Check appropriate box:
[ 1Four copies will be submitted.

[ INo annual report to stockholders is prepared.

FERC FORM NO. 1 (ED. 12-03)
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations 19631
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 90-
Name of Respondent This Report is: Date of Report Year of Report
{1) O An Original (Mo, Da, ¥r)
{2) 0 A Resubmission Dec 31,
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)
Line Title of Account Ref. Baiance at Balance at
No Page Beginning of End of Year
{a} No. year {d}
(b) (©
1 PROPRIETARY CAPITAL
2 | Commaon Stock 1ssued (201) 250-251
3 | Prefarrad Stock lssued (204) 250-251
4 | Capital Stock Subscribed (202, 205) 252
5 | Stock Lability for Conversion (203, 206) 352
& { Premium on Capital Stock {207) 252
7 | Other Paid in Caphar (208-211) 253
8 | instaliments Recefved on Capital Stock {212) 252
2 t {Less) Discount on Capital Stock (213) 254
10 | (Less) Capital Slock expanse (214) 254
11 | Retained Eamings (215, 215.1, 216} 118-119
12 | Unappropriated Undistributed Subsidiary Earmings {216.1) 118-11%
13 | {Less) Reacquired Capital Stock (217) 250-251
14 | Accumulated Other Comprehensive income (219} 122 (a) (b)
15 | TOTAL Proprietary Capital {Enter Tatal of Lines 2 thru 13) B
16 LONG-TERM DEBT
17 | Bords (221) 256257 |
18 | (Less) Reacquired Bonds (222) 256-257
19 | Advances hom Associztad Companies (223} 238-357
20 | Other Long-Term Debl (224) 256-257
21 | Unamortized Premium on Long-Term Debt (225) -
22 | {Less) Unamortized Discount on Long-Tem Debt-Debit (226) -
23 | TOTAL Long-Term Debt (Enter Total of Lines 18 thru 21) -
23 OTHER NONGURRENT LIABILITIES
25 | Obligations Under Capital Leasas-Noncurrent (227) -
26 | Accumulated Provision for Property Insurance [228.1) -
27 | Accumulated Provision dor Injuries and demages (228.2)
23 | Accumuiated Provision for-Pansions and Banants (226.3) .
29 | Accumulated Miscellanacus Oparating Frovision (225.4)
30 | Accumulated Provision for Rate Aefunds (229) -
31 | Assst Retirament Obligations (230)
32 "l;g;l’AL CTHER Noncurent Liabilities (Enter Total of Lines 24 thry
33 CURRENT AND ACCRUED LIABILITIES
34 | Notes Payable (231) .
35 | Accounts Payable (232) -
36 | Notes Payable to Associaled Companies (233)
37 { Account Payable to Associatad Companies {234)
38 | Customer Deposits {235) -
35 [ Taxes Accrued (236} 262.263
40 | interest Accrued {237) B
41 | Dividencs Declared (238} B
42 | Matured Long-Tem Debt (239)
43 | Matured Intarests (240) N
44 { Tax Collections Payabie {241)
45 | Miscellanequs Current and Accrued Liabililies(242)
45 | Chiigatiens Undee Capital Leases-Current {243}

FERC FORM NO. 1 (REVISED 12-02) Page 112
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19632 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 91-
MName of Hespondent This Report is: Date of Report Year of Repont
{10 An Original Mo, Da, Yr)
2) 0 A Resubmission Dec3i,_____
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS) (Continued)
Line Titte of Account Ref. Balance at Balance at
No Page No. | Beginning of year End of Year
(a) (b) {c}) {d}
37| Derivative Instrument Liabllilies (243)
48 | Dervative nsirumen Liabilites - Hedging (245)
T | TOTAL Cutfent ang Accrued Liabilities (Enter 1otal of
Lines 34 thru 48)
50 DEFERRED CREDITS
5T | Customer Agvances tof GONSITuGon (252)
T2 | Accumulate Delerreq Investment 1ax Credis (255 | 286-267
53 [ Ueferred Gains jrom Dis jon of Utility Plant (258)
54 | Other Delerred Credits (253}
TS5 | Ulher Hegulalory Liabltes (2a4d) 278
|~ 55 | Unamoriized Gan on Reacquired Debt (257) 285
[ 58 | Accumulated Deferred Income |axes (281-283) 272277
57 | TOTAL Delerred Uredits (Enter 1 otal of Lines 48 Thru 54)
[ 58
o
[ 60
&1
b
BJ
o4
i
b |.
[:14
68
Gt
70
TOTAL Liabiities and Other Credits (Enter total o] Lines
15, 23, 32,49 and 57)
FERC FORM NOC. 1 {REVISED 12-03) Page 113 -
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A,and 6 “92-
Name ot Respondent “This Report is: Date of Report Yaar of Report
{1)0  An Original (Mo, Da, Yr)

(2)O A Resubmission

Dec 31,

STATEMENT QF INCOME FOR THE YEAR

1. Raport amounts for accounts 412 and 413, Revenus and Expenses
trom Utility Plart Leased to Others, in another Utility column (ik.m.o) in
a similar manner to a utility deparstment. Spread the amount(s) over Lines
02 thru 24 as appropriate. include these amaodnts in columns (c) and ()
totais,

2. Report ameunts in account 414, Other Utility Operating income, inthe
sarne manner as accounts 412 and 413 above.

3. Report data forlines 8, 10, and 11 for Natural Gas companies using
accounts 404.1, 404.2, 404.3, 407.1 and 407.2.

4, Use page 123 for important notes regarding the statement cf income
or any account therect.

5. Giva concise axplanations conceming unseftied rate proceedngs
where a contingency éxists such that refunds of a material amourt may
need 1o be made t0 the utility's customers or which may result in a
material refund to the utility with respact to power ar gas purchases.
State for each year alfected the gross or casts to which the
contingency relatas and the tax sffects togethsr with an explanation of
the major factors which affect the rights of the utility to relain such
revenues or recover amounts pald with respect to power and gas
purchasgs.

6. Give concise exptanations canceming significant amounts of any
refunds made or received during the year. :

Lirer Tile of Account Rel. Balance at Balance at
No Page No. Beginning of year End of Year
) ) c) i)
1 UTILITY OPERATING INCOME
2 Oparating Asvenues (400) 360-301
3 Operating Expenses
4 Operation Exp (401} 320-323
5 Maintenance Exp {402) 320-323
-] Dapreciation Exp 403 236-337
7 Depreciation Expense for Asset Retirement Costs (403.1) 336-337
8 Amorization. & Depletion of Utdity Plant {404-405) A36-337
9 Amortization of Litility Plant Acquisition Adjustment (406) 336-337
10 Amantization of Proparty Losses, Unrecovered Plant and
Regulatory Study Costs (407}
11 Amortization of Conversion Expenses (407)
12 Regulatory Debits (207.3)
13 {Lass) Reg ary Credits {407.4}
14 Taxes Other than Incorne Taxes (408.1) 262-263
15 Income Taxes - Federal (409.1) 262-263
h:] « Other (409.1) 262-263
17 Provision for defermed Income Taxes {410.1} 234,272-277
18 {Less) Provision for Deferred Income Taxes - Cr. {411.1) 234 272.277
19 investment Tax Credit Adj. - Net (411.4) 266
20 {Lass) Gains trorm Disp. Ot Utility Plant {411.6)
21 Lgsses from Disp. Of Lhility Plant (411.7}
22 {Less} Gains from Disposition ol Allowances [411.8)
23 Lasses from Disposition of Allowances {411.9)
24 Accretion Expensa (411.10)
25 TOTAL Utility Operating Expenses (Enter Total of Lines 4 thnt 24)
26 Naet Utility Cperating Income (Enter Total of
lina 2 less 25) (Carry forward o page 117. line 25)

FERC FORM NG, 1 (ED 12-03)
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FERC FORM NO. 1 (ED. 12-03)

19634
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 03—
Name of Respondent This Report is: Date of Repont Year of Report
(1 8 An Original {Mo, Da, Y} )
{2} ©] A Resubmission Dec3r, ___
STATEMENT OF INCOME FOR THE YEAR (Continued)
resulting from settiement of any rate proceeding affecting revenues which had an effect on net income, including the basis of
received or costs incurred for power or gas purchases, ard a alloeations and apportiorunents from those usedin the precedingl
summary of the adjustments made to balance sheet, income, and year. Also giva the approximate dollar effect of such changes.
expense accounts. . Explain in a footnote i the previous year's figures are diffarent
7. if any notes appearing in the report to stockholders are from that reported in prior reports.
applicable 1o this Statement of incoms, such notes should be 10. If the columns are insufficient for reporing additional utility
inciuded on page 123. departmenits, supply the appropriate account tittes, lines 2 to 23,
B. Enler on page 123 a concisa explanation of only those and repart the information on page.123 or in a footnote.
changes in accounting methods made dusing the year .
ELECTRIC UTILITY GAS UTILITY OTHER UTILITY
Current Year Previous Year Current Year Previous Year Current Year Previous Year | Line
(e) () (g) (h) - {1 () No. |
[
:]
9
10
LLJ
12
13
1
1!
16
13
1
20
21
22
24
2
Page 115
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations 19635
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 94
Name of Respondent This Report is: Date of Report: Year of Report
(1) 3 An Original {Mo, Da, Yr)

) 0 A Resubmission

Dec 31,

STATEMENT CF INCOME FOR THE YEAR (Continued)

OTHER UTWLITY

OTHER UTILITY

OTHER UTILITY

Line Current Year
No. (k)

Previous Year

{1}

Current Year
{rmi)

Previous Year

{n}

Current Yar
(o)

Previous Year

{p)

FERC FORM NQ. 1 (ED. 12-03}
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19636 Federal Register/Vol. 88, No. 76/Monday, April 21, 2003 /Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -95-
Nama of Respendant This Report is: Date of Report ‘Year of Repont
(1) An Onginal (Mo, Da, Yr}
{20 A Resubmission Cec31,
STATEMENT OF INCCME FOR THE YEAR [Continued)
Account {Ref.) TOTAL
Line Page No. Current Year | Previous Year
HNo fa} () (c) )
37 Nat Uliily Operating Income (Garnied Torward from page 114) =
28 Other Incoma and Deductions
) Cifar Incoma
) Nonutility Qperating tncome
E1l Revanuas From Merchandising, Jobbing and Contract Wark {415}
32 {Less) Cotts and Exp. Of Merchandising, Job & Contract Work
(416)
3 Revenues Fram Nonulility Operations (417)
3 {Less) Expanses of Nonutility Operations {417.1)
35 Nonoperating Rental Income {418)
36 Equity in Eamings of Subsidiary Companias (313.1) 115
a7 Intarest and Uividend incoma (419)
36 ‘Aliowance for Other Funds Used During Gonsiruchon (419.1)
5] i parating | %3]
0 Gain on Disposiion of Praperty (421.2]
a1 TOTAL Other Income [Enter Total of Lines 31 thr 40)
42 Other incoma Deduchons
43 Loss on Disposition of Property {421.2)
44 MiSCelanecus Amarizatian (425 340
45 Miscellaneous Incomae Deductions (4256.1-426.5) 340
K3 TOTAL Other Income Deductions (Tatal of Linas 43 thru 45]
47 Taxes Applicable To Other b and D
48 Taxes Othar than income Taxes (408.2) 262-263
a5 Income Taxes - Federal {408.2] 262-263
50 Incoma Taxes - Other (409.2) 252-263
51 Provision for Deferred Inc. Taxes (410.2) 234,272-277
52 {Lass) Prrasion for Delared Income Taxes - Cradit {411.2) 234,272-277
53 Irvastment Tax Cradit Adj. - Net (411.5)
T4 [Loss) investment T ax CrodRs (420)
55 ~ TOTAL Taxes on Qther INCome and Deducons (Total of 48 thru 54)
56 Nat Other income and Deductions (Enter Total of Lines 41, 46, 55)
57 Interext Charges
= Interest on Lonhg-Term Dabl {427}
59 Amaort. Of Debt Disc. And Expense (428)
80 Amonizaion of Loss on Aeacquired Dabt (426.1)
61 {Lesx) Amart. Of Presmium on Debt - credit {429)
62 {Less) Amarization of Gain on Reacquired Debt - Credi (429.1)
&3 interest on Debt to Assoc. Companies (430} 340
64 Ciher interest Expense {431} 240
&5 {Lass) Aliowance lor Borrowed Funds Lised During Gonsiructian-Cr. (432)
[3 Net Interest Charges. (Enter Total of Liens 58 thru 65)
&7 tncomea Belore Extraordinary Items (Total of Lines 27, 56 and 66)
[ Extracrdinary tems
[£] Extracriinary incoms (434)
70 (Less} Extraondinary Dedustions (435)
71 Neat Extraondinary Uams (Ester Total of Line 69 less Line 70)
72 Inzarme Taxes-Federal and Other (409.3) 262-263
73 Extraordinary kems Ater Taxes (Enter Total of Ling 71 less Line 72)

Net Income (Enter Totat of Lines 67 and 73)

FERC FORM NO. 1 (ED. 12-03) Page 117
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Mame of Respondent This Repart is: Date of Report Year of Raport
(1) O An Criginat {Mo. Da, Yr}
(2) O A Rasubmission Dec 31,

ELECTRIC PLANT IN SERVICE (Accourts t01, 102, 103, and 106)

1. Report below the original cost of electric plant in service acconding
to the prescribed accounts.

2. In addition to Account 101, Electric Plant in Service (Classified), this
Fage and the next include Account 102, Electric Plant Purchased or Soid;
Account 103, Experimental Electric Plant Unclassified; and Account 106,
Comgpisted Construction Not Classified- Electric.

3. Include in column (o) or (d), as appropriate, camections of additions
and retirements for the current or preceding year.

4. For ravigions ta the amount of initial assel ratirement costy capitalized,
included by primary plant account, increasas in column {c) agditions and
reductions in column {a) adjustmerts,

5. Enclose in parantheses credit adjustments of plant aceounts 1o
indicate the negative eifect of such accounts.

8.  Classity Account 108 according 1o prescribed ac- counts, on an
estimated basis if necessary, and includa the entries in colurnn {c). Also
to ba included in column {c) are entries for reversals of tentative
distributions of prior year reportsd i column {b). Likewise, # the
respondent has a significant amount of plant retiraments which have not
been classilied to primary accounts at the end of the year, mclude in
coiumn {d) a lentative distribution of such retirements, on an estimated
basiz, with appropriate contra entry to the account for acermulated
depreciation provision. Include also in

tine
Na Accaunt
(a)

Balance at
Beginn‘mi of‘year Addition
& i<}

1. INTANGIBLE PLANT

{301) Organization

{302) Franchises and Consents

£303) Migcellanacus Intangibie Plant

TOTAL Intangible Plant (Enter Total of Lines 2, 3, and 4

2. PRODUCTION PLANT

A. Steam Production Plant

{310) Land and Land Rights

L IR A N R

{211) Structures and Improvermnents

10 {312) Boiler Plant Equipment

11 {313) Engines and Engina-Driven Generators

12 {314) Tubogenerator Units

13 {315) Accessory Electric Equipment

14 | (316) Misc. Power Plant Equipment

15 (317) Assat Felirarment Costs for Steam Praduction

18 TOTAL Steam Production Plant (Enter Total ol Lines 8 thru 15)

17 8. Nuclear Proquction Plant

18 (32¢) Land and Land Rights

19 (321) Structures and Improvements

20 {322) Aeactor Plant Equiprment

{323) Turbo generator Units.

{324) Accessory Electric Equipment

(325} Misc. Fower Plant Equipment

(326) Asset Retvernent Costs tor Nutlear Producton

TOTAL Nuclear Production Plant (Enter Total of Lines 18 thru 24)

€. Hydraulic Production Prant

(330) Lart and Land Rights

(331} Structures and Improvemants

[333) Water Whaels, Turbines, and Generators

{334) Accessory Electric Equipmaent

{335) Mise. Powar Plant Equipmeri

{336) Roads, Railroad, and Brioges

[337) Asset Relitament Costs for Hydraulic Production

TOTAL Hydrautic Preduction Plant (Enter Total of Lines 27 thru 34)

0. Cther Production Plant

21
22

23

24

25

26

27

28

29 (332) Rigservoirs, Dams, and Waterways
30

3t
=32

33

34

35

36

37

{340} Land and Land Rights

(341) Structures and Improvements

39 {342} Fuel Hokders, Products, and Accesaories

{343) Prime Movers

41 {344) Generalors

42 (345} Accassory Electric Equipmant

FERC FORM NO. 1 (REV. 12-03)
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Narne of Respondent This Report is: Dale of Report Year of Heport
{1) O An Originat {Mo, Da, Y1)
{2) O A Resubmission Dec3t,

ELECTRIC PLANT IN SERVICE (Accounta 101, 102, 103, and 106) {Continued)

column (d) reversals of entative distributions of prior year of unclassified
retirements. Show ina footnota the account distributions of these tantative
classifications in columns {c) and (d), mciuding the reversails of the prior
years tentative accourrt distributions of thess Carehyl absarvance
of the above instructions and the toxds of Accounts 107 and 106 will avoid
sarious omissions of the reported amount of respondent’s plant actually in
sarvice at end of year.

7. Show in col {f) reciagsifications or ers within utility plant
accounts. Inciuda also in column (f}

the additions or reductions of primary account classifications arising from
distribution of amounis initially recordad in Account 102, include in column
L]

the amounts with respect to accumuiated provision for depreciation,
acquisition adjustments, ete., and show in celurmn(f) only the offsat to the
dabits or cradits distributed in column (f) to primary gccount classifications,

8. For Account 399, siate the nature and use of plant included in this
account and if subgstantial in amount submit a suppemantary statement
showing subaccount classification of such plant coniorming to the
requiremenit of these pages,

9. For each amount comprising the reperted balancs and changaes in
Aceount 102, state the property purchased or sold, name of vengdor or
purchase, and data of transaction. If propased journal sntries have been
filect with the Commission as reguired By the Unidom System of Accounts,
give aisa date of such filing. -

Balance at Line
Aatiremants End of Year Na.
()
1
1307) 2
{302) a
{203) 4
5
]
7
{30} 8
(311) g9
{312} 10
[313) 1
{314} 12
(315) 13
(316} 14
(317) 15
18
17
(320} 18
{321) 19
(322) 20
{323 21
(324) 22
(A24) 23
(326) 24
25
26
(330} 27
{331) 28
- [332) 29
{333) 30
(334) H
- {335) 32
. (336) 33
(337) )
35
{340) 37
{241
(342} 3%
(343)
(344) 41
(345} 42
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Federal Register/ Vol 68, No. 76 /Monday, April 21, 2003/ Rules and Regulations 19639
Appendix C Revised Schedules for FERC Forms 1, I-F, 2, 2-A, and 6 98-
Namna of Respondent This Report is: Date of Report Year of Repont
(1) O AnOriginai (Mo, Da, Yr}
{2y 0 A Resubmission Decal,
ELECTRIC PLANT IN SERVICE {Aceounts 101, 102, 103, and 106}
e Jo— g S pes -
@ ] ©
43 {345} Misc. Powar Plant Equipment
44 {347) Asset Ralirament Costs for Other Production
45 TOTAL Cther Prod. Plant {Enter Total of Lines 37 thra 48
48 TOTAL Prod. Plant {Enter Total of Lines 16, 25, 35, and 45)
A7 3. TRANSMISSION PLANT
A (35C) land and Land Rights
43 (352) Structures and Improvernents
50 (353)Station Equipment
51 (354} Towara and Fixtures
52 {355)Poies and Fixtures
53 {355) Overhead Conductors and Devices
54 {357) Underground conduit
55 {358) Underground Conductors and Davices
55 {359) Aoads and Trails
57 {359.1} Asset Rstirement Cogts for Trangmission Plant
58 TOTAL Transohission Plant (Enter Total of Lines 44 thiu 52)
59 4. DISTRIBUTION PLANT
B0 [360) Land and Land Rights
1] {361) Struciures and Improvements
62 (362) Station Equipment
83 {383) Storage Batiery Equipment
64 (354) Poles, Towers, and Fixtures
&5 (365} Ovarhead Conductors and Devices
11 {366) Undargmound Conduit
87 {367) Unoerground Gonguctors and Devices
68 (368} Line Transformers
6% (369) Services
70 [370) Maters
71 (371} ions on Gl P
72 (372} Leased Propery on Customar Premises
73 (373) Street Lighting and Signal Systems
74 (374) Asget Retiremant Costs for Distribution Plam
75 Total Distribution Plant (Enter Total of Lines 60 thru 74}
76 5. GENERAL PLANT
77 (388) Land and Land Rights
78 {390} Structures and Improvernents.
79 {391} Ottica Furniture and Equipment
80 {392) Transporiation Equipment
81 (393) Stares Equipment
8z {394) Tools. Shop and Garage Equipment _
83 {395) Laboratory, Equipment
B4 (396)Powsr Operated Equipment
85 {397) Communication Equipment -
B6 {398) Miscellaneous Equipment
87 SUBTOTAL (Enter Tolal of Lines 77 thru 86}
13 (399) Other Tangible Property
B9 {359.1) Assat Retirement Costs for General Plant
90 TOTAL Ganeral Ptant (Enter Total of Lines 87, 88, and 83)
" TOTAL {Accounts 101 and 106) (Lines 5, 15, 25, 35, 45, 58, 75,50)
92 {102) Elactric Plant Purchased (See Inst, §)
93 (Lass) {102} Electric Plant Sold (See Inste. B)
T {103) Exp ! Plant Unclassidied
95 TOTAL Electric Plant in Senvice (Enter Total of Lines 91 thru 94) ] |
FERC FORM NO. 1 (EG. 12:063) Page 206 ~ .
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Appendix C Revised Schedules for FERC Forms 1, |-F, 2, 2-A, and 6 -99.
MName of Aaspondant This Report is: Data of Report Year of Report
(1} O An Onginal {Mo, Da, Y7)
(2} O A Resubmigsion Dec3t, __
ELECTRIC PLANT !N SERVICE (Accaunts 101, 102, 103, and 106) (Confinued)
Balance at Line
Aatiramernts Adjustments Transfars End of Year No.
(d) {e) 0 7))

(348) 43
(347) 14
13
46
7
{350) 48
1352 49
{353} - 50
(354) 51
[355) 52
(258) 53
{357 54
(358} 55
(359) 56
{359, 1) 57
58
59
{360} &0
(381) 61
(362) 62
{363) 63
[364) &4
(385} 65
(356) [
(387) 7
(368) 66
(359) 59
(370) 70
(371) 71
372) 72
{373) 5
(374) 74
75
78
1388) 77
(390) 78
(391} 79
{392) 80
1323) B1
1334) B2
{395) 33
(396) 84
(387) 85
(398) [
a7
1393) 88
(399.1) 89
9

(102}
93
{103} 54
95
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations 19641
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -100-
Name of Respondent This Repait is; Date of Report Year of Heport
(1} O An Qriginal (Mo, Da, Yr}
(2} O A Resubmission Dec 31,
ACCUMULATED PROVISION FOR DEPRECIATION OF ELECTRIC UTILITY PLANT (Accourmt 108)
1. Explain in a footnota any important adjustments during year. If the sespandent has a significant amount of plant retired at year and
2. Explain in a footnote any differance batweern the amount for book cost which has not been recorded andior classified to the various resarve
of plant retired, Line 11, colurnn (c), and that reported for elactric plant in functional classifications, make praiiminary clésing entrias o tertatively
sefvice, pages 204-207, column (d), excluding ratirements of Runctionalize tha book cost of tha plant retired. In addition, include all costs
nondepreciable property. inciuded in retirament work in progress at year end in the appropriate
9. The provisiona of Account 108 in the Uniform System of Accounts functional classifications.
require that retirements of depreciable plant be recorded when such plant 4. Show separately inlerast credits under a sinking tund or similar
is removed rom service, method of depreciation accounting.
Section A, Balances and Changes During Year
Line tem Totad Electric Plant in Elactric Plant Held Electric Plant
No {a) (c+d+a} Sarvice for Future Use Leased to Others
b) (c} {d) {a)
1 Balance Beginning of Year
2 Depreciation Provigions for Year,
Charged to:
3 {403} Depraciation Expense
4 403.1) Depreciation nse for
Assm( Ha)linangm Cu:lsE’p.
5 413 of El ic Plant
Lebsed 1o e L
& Transportation Expanses-Clearing
7 Other Clearing Accounts
8 Cther Accounts (Specity):
]
10 Total Depreciation, Pravision For Year
(Enter Total of Uinés 3 thru 5)
1" Net Charges for Plant Retired:
12 Book Cost of Plant Ratired
13 Cost of Removal
14 Salvages (Credit)
15 TOTAL Net Charges For Plant
Ratired {Enter Total of Lines 12 thru 14)
18 Qther Debit or Cradit items (Dascribe):
17
18 Book Cost of Asset Retirement Costs
Ratired .
192 Balance End of Ya:rnéEnter Total of
linas 1, 10, 158, 16 18)
Section B. Balances at End of Year According to Functional Classifications
20 Steamn Production
21 Nuclear Produttion
22 Hydraulic Production-Canventional
23 Hytraulic Production-Purmnped Storage
24 Other Production -
25 Transmission
26 | Distribution .
27 General
28 TOTAL (Enter Total of Lines 20 thiu 27)

FERC FORM NO. 1 (ED. 12-03)
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19642 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -101-
Name of Respendent This Report is: Date of Report Year of Report
{1y O An Original (Mo, Da, Yr)

(2) O A Resubmission

Dec 31,

DEFPAECIATION AND AMORTIZATION OF ELECTRIC PLANT (Accounts 403, 403.1, 404, 405)
(Except Amortization of Acguisition Adjustments)

1. Report in Section A for the year the amcunis for: (a)
Depreciation Expense (Account 403); (b) Amortization of Limited-
Term Electric Plant (Account 404); and {c) Amortization of Other
Elactric Plant (Account 405).

2. Report in section 8 the rates used to compute amortization
charges for electric pilant {(Accounts 404 and 405). State the basis
usad ta compute charges and whether any changes have been
made in the basis or rates used from the preceding report year.
3. Report all availabla information cafled for in section C every fitth
year beginning with report year 1971, reporting annually only
changes to columns (c) through (g} from the complete report of the
preceding year.

Unless composite depreciation accounting for tofal depreciable
plant is followed, list numerically in column {a) each plant
subaccount, account or functional classification, as appropriate, to
which a rate is applied. {dentity at the bottom of section G the type
of plant included in any subaccount used.

In column (b) report all depreciable plant balances to which rates
are applied showing subtetals by functional

Classifications and showing composite lotal. Indicate at the
bottom of section C the manner in which column balances are
obtained. Il average balances, state the method of averaging
used.

For eolumns (c), (d}, and (e) report available information for
each plant subaccount, account or functional classification
Listed in column (a). If plant mortality studies are prepared to
assist In estimating average service Lives, show in column (f)
the type mortality curve selected as most appropnate for the
account and in column {(g), if available, the weighted average
remaining lite of surviving plant.

If composite depreciation accounting is used, report
available information called for in columns (b) through (g) on
this basis.

4. If provisions for depreciation were made during the year
in additlon to depreciation provided by application of reported
rates, state at the bottom of section C the amounts and nature
of. the provisians and the plant items to which reiated.

A. Summary of depreciation and Amortization Charges

Line Functional Classification Depreciation Depreciation Amortization Amortization ot Total
No Expense Expense for Asset of Limited- Other Electric ()]
(Account Retirement Costs | Term Electric Plant {Account
{a) 403) {Account 403.1) Ptant 405)
(b) {c) {Account 404) {e}
(d)
i Intangible Plant
2 Steam Production Plant
3 Nuclear Production Plant
4 Hydraulic Production Flant --
Conventional
5 Hydrauiic Productior Piant -
Pumped Storage
[ Other Production Piant
/| Transmission Plant
8 Disfribution Fiant
9 General Plant
10 Common Flant - Electric
11 TOTAL i

B. Basis for Amortization Charges

FERC FORM NO. 1 (REV. 12-03)
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STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)

approximate average number of employeas assignabls to each

1. Report data for plant in Service only.
2. Large plants are steam plants with installed capacity (name plate plant
rating) of 25,000 Kw ar more, Report in this page gas-turbine and If gas is usad and purchased on a therm basis report the Btu
internal combustion plants of 10,000 KW or more, ankt nuclear contant ot the gas and the quantity of fusl bumed converted to
plants. Mct,
3. Indicate by a foonote any plant laased or operated as a joint facility. Quantities of fued burned (line 38) and average cost ‘per unit of tuel
4. If net peak demand for 60 minutas is not available. Give data which tumed (line 41) must be Sonsistent with chages to axpense
is availabie, specifying period. accounts 501 and 547 (line 42} as show on line 20.
5. If any employees attend moré than one plant, report on line 11 the 1f mora than one fuel is bumed in a plart furish only the
composita heat rate for all fuels bumed.
Ling hem Plant Narte: Plant Name:
No (a) &) fc)
1~ | Kind of Plant (Steam, Intemal Gombustion, Gas
Turbine or Nuctear)
2 | Iypeof Plant Constraction [Convention, QUIdoor Borer,
Full Qutdoor, Ec.)
3 | Year Onginally Constructed
4 | Year Last Unit was Instalied
5 | Total installed Capacity (Maximum Generator Name
Plate Ratings in ﬁ‘) .
5 { Next Peak Damand on Plant = MW [60 minutes)
7| Flant Hours Connectad 10 Load
§ | Net Coninuoys Plant Capabiily (Megawafis)
E] When noi Limited by Gonadenser watar
0 When Limied by Car Watar
11| Average Numbar of Empioyees
12 | Net Generation, Exclusive of Flant Use —-KWnh
73 [ Cosl of Plant: Langd and Land Aignis
14 Structures and lmprovements
15 Equipment Costs
16 Asset Retremant Costs
17 Total Cost
18 | Castper KW of nstalled acity (Line 17/ Line 5)
including Asset Ratirement Cosis
19 | Production Expenses: Oper. Supv. & Engr.
20 Fuel
2t Cootants and Water {Nuclear Plants Oniy)
22 Stearn Expenses
23 Steam From Other Sourcas
24 Steam {ransterred {Cr.} -
25 Fiectric Exponses
26 ‘Misc. S18am (or NUClear) POWer Expentes
27 Hents
=8 AIOWancas
28 Maintenanca Supervision and Engineenng
30 Maintenance of Structures
£ Maintanance of Boter (Or Reactor) Plant
32 Maintenance of Elecinc Plant
33 Maintenance Misc. Steam (or Nuctear) Plant
34 Total Production Expenses
35. Expansas per Net KWh N
36 | Fuel: Kind [Coal, Gas, OH, or Nuctear) [
37 Unit. (Coal-tons of 2,000 ia.:} {Qil-parrets
of 42 gals.) (Gas=Mcf) (Nuclear-indicare}
a8 Quantity {Unils) of Fual Burmned
S Avy. Heal Cont. OF Fuel Bumed (Biu per o, OF coat
per gal. Of il or per Mcf of gas) (Give unit 4 nuciear)
40 Average Cost of Fuel per Unit, as Cetwvered
1. 0. b."Plant During Year
41 Avarage Cost of Fuel per Unit Bumed
42 Avy. Cost of Fuel Bumed per Million Bty
43 Avg. Cost ol Fual Bumed per Kwh Nal Genaration
44 Average Biu per Kwh Nel Genaration

FE.Rc FORM NO; { (REV.. 12-03)
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19644
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -103-
Name of Respondem This Hepaort is: Dats of Repart Year of Rapert
{1} O An Original (Mo, Da, ¥r)

{2} O A Resubmission

Dec 2y,

STEAM-ELECTRIC GENERATING PLANT STATISTICS {Large Plants) {Continued}

Items under Cost of Plant are based on U.S. of A Accounts.

-urbine unit functions in a combined cycla operation with a

9.
Production expenses do not incfude Purchased Power, System conventicnal steam unit, include the gas-turbine with the steam
Control and Load Dispatching, and Other Expenses Classified as plant.
Qther Power Supply Expensas. 12. H a nuclear power generating plat, brisfty expiain by footnote (a)
10. For IC and GT plants, report Qperating Expensas, Account Nos., 547 accounting mathod for cost of power generated including any
and 549 on line 25 "Flactric Expenses,” and Maintenance Account excess cosis attributed o research ard developmeant; (b) types
Nos. 5§53 and 554 an line 32. “Maintanance of Electric Plant.” indicate of cest units used for the various components of fuel cast; and (c)
plants designed for peak icad service. Designate automatically any other informative data conceming plant type fuel used, fuel
operated plants, enrichmant type and quantity for the report period and other
11. For a plant equipped with combinations of fossil fuel steam, nuclear physical and operating characteristics of ptant.
steam, hydro, intemnal combustion or gas-turbine equipment, report
each as a separate plant. However, if a gas
Plant Nama: Plant Name: : P
@ @ Plant Name: 0 kl’g.e
1
2
3
4
5
6
7
L]
9
10
11
12
13
14
15
16
17
8
9
20
21
22
N 23
24
25
25
27
28
29
30
1 3
az
_ 33
34
35
36
37
38
39
40
41
42|
43
- 44
FERC FORM NO. 1 (REV.. 12-03) Page 403 - - Next Page is 406
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations 19645

Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -104-

Name of Respondent This Report is: Date of Report Year of Report
(1) O An Origirat (Mo, Da,Yr}
(2) O A Resubrmission Dec 31,

HYDROELECTRIC GENERATING PLANT STATISTICS (Large Plants)

1. large plants are kydro plants of 10,000 Kw or more of installed 3. It nat paak demand for 50 minutes is not available, giva that
capacity {name plate ratings). which is available specitying period.

2. W any plant is leased, operated under a ticense from the Federal 4. N a group of employees attends more than one generating
Energy Regulatory Commissian, or operated as a joint facility, indicate such plan, report on line 11 the approximate average number of
facts in g iootnote. H licensed project, give project number. employees assignable to each plant.

Line ftemn FERC Ucensed Project No. FERC Licensed Project No.
No Plant Nama: Plant Name:
{a) ) ©

Kind of Plant {Run-af-River or Starage)

Type of Plant Construction (Conventional or Cutdoar)

Year Qriginally Consuucted

Year Last Unit was Installea

Total Installed Capacity (G o Name Plate Rating in MW}

Net Peak Demand on Plant-Megawatis (60 minutes)

Plant Hours Connected to Load

MNet Plant Capability (in magawars)

wljolN|a|lv]s]a|n] =

{a) Under the Mast Favorabla Operating Conditions

10 {b) Undar the Most Adverse Oparating Conditions

11 Avarage Number of Employees

12 | Net Generation, Exclusive of Plant Use-KWh

13 | Costof Plant

14 Land and Land Rights

15 Structures and Improvemants

16 Reservoirs, Dams, and Waterways

17 Eguipments Costs

18 Roads, Railroads, and Bridges

19 Asgset Retirement Costs

20 TOTAL Cost (Enter Total of Lines 14 thru 19}

21 Cast per KW of Installed Capacity (Line 5) including Assat
Retirement Costs

22 | Production Expenses:

Operation Supervision and Engineering

24 Waler foe Power

25 Hydraulic Expenses

26 Eleciric Expenses

7 Misc. Hydraulic Power Generation Expenses

28 Rents

29 Maintenarce Supervision and Engineerning

30 Maintenance of Structures

N Maintenance of Reservoirs, Dams, and Waterways

Ma i of Electnc Plant

Maintenance of Misc. Hydraulic Plant

Total Proguction Exprenses {Total bnes 23 thry 333

Be(8(8

- Expenses per net KWh N

FERC FORM NO. 1 (REV.. 12-03) Page 406 N -
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Name of Respondent This Report is: Date of Report Year of Report
(1) O An Orginal (Mo, Da, Y1)
: (2) O A Resubmission Dec3t, _
HYDROELECTRIC GENERATING PLANT STATISTICS (large Plants) (Continued)

5. The items under Cost of Plant represent accounts or 6. Report as a separate plant any plant equipped with
caombinatians of accounts prescribed by the uniform System of combinations of staam, hydro, intemal combustion engine,
Accounts. Production Expenses do not include Furchased Power, or gas turbine equipment,

System control and load Dispatching, and Cther Expenses
classifiad as "Other Power Supply Expenses.”
FERC Licensed Project No. FERC Licensed Project No. FERC Licensed Project No. Line
Flant Name: @ Plant Name: ) Plant Name: 0 No

1

2

3

4

5

[

7

8

E]

10
11

12

13

14

15

6

17

18

19

20
21

22

23

24

25

25 |

27

28

29

30
31

32

34

35

FERC FORM NO. 1 (ED. 12-03) Page 407  _ .



Response to PSC Question No. 56(¢)

PUMPED STORAGE GENERATING PLANT STATISTICS {Large Plants)

1. Large plants and pumped storage plants of 10,000 Kw or
rhore of installed capacity (name plate ratings).

2. any plant is leased, cperating under a license from the
Federal Energy Regulalory Cammission, or operatad as ajeint
facility, indicate such facts in a foatnote. Give project number.

3. If net peak demand for 60 minutes is not available, give
the which is available, specifying period.

4. If a group of employees attends mere than one generating
plant, report on line 8 the approximate avarage number of
employess assignable to each plant.

5. The items under Cosl of Plant represent accounts or
combinations of accounts prescribed by the Uniform Systaem of
Accounts. Production Expenses do not inciude Purchased
Power System Gontrol and Load Dispatching, and Cther
Expenses classified as “Cther Powsr Supply Expenses.”

Line Itam FERC Licensed Project No.
No Plant Name:
(a) (b)
1 | 1ype of Plant Construction {Conventional or Outdoor)
2 | Year Qriginally Constructed
37| Year Last Unit was Installed
4 | 1otal Installed Capactty {Generator Name Plate Ratings in MW)
5 | Net Peak Demand on Flani-Megawatts (80 minutes)
6 | Plant Hours Connecled to Load While Generating
7 | Net Plant Capability (In megawatts):
3 | Average Number of Employees
9 | Generation Exclusive of Plant Use-KWh
10 | Energy Usad for Pumping-KWH
11 | Net Qutput for Load {Line @ minus Line 10)-KWh
12 | Costof Plant
13 Land and Land Rights
14 {. Structures and Improvements
iE] Reservoirs, Dams, and Waterways
16 Watar Wheeis, Turbines, and Generators
17 Accessory Eleciric Equipment
18 Miscellanecus Powerplants Equipment
19 Roads, Railroads, and Bridges
20 Asset Hetirement Costs
21 TOTAL Cost {Enter Total of Lines 13 thru 20)
22 Caost per KW of installed Capacity (Line 21 + Line 4) including
Asset Retirement Costs
23 | Production Expenses
24 Operation Supervision anc Engineering
25 Water for Power
26 Pumped Sterage Expenses
27 Electric Expenses
28 Misc. Pumped Storage Power Generalion Expenses .
29 Rants
30 Maintenance Supervision and Engineering
3 Maintanance of Structures i
32 Maintenance of Reservoirs, Dams, and Waterways
33 Maintenance of Electric Plant
34 Maintenance of Misc. Pumped Storage Plant
35 Production Exp. Before Pumping £xp. (Enter Total of Lines 24
thru 34}
36 Pumping Expenses
37 Total Production Expenses (Enter Total of Lines 35 and 36)
38 Expenses per Kwh (Enter resutt of line 37 dwvided by Line 8)

FERC FORM NO. 1 (ED. $2-03) Page 408
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6

-107~-

Name of Respondent

This Report is:
(1) O An Originat

{2) 3 A Resubmission

Date of Report
(Mo, Da, Yr)

Year of Report

Dec 31

PUMPED STORAGE GENERATING PLANT STATISTICS (Large Plants) {Continued)

the-plant for pumping purposes.

energy from each station or othes source

6. Pumping energy {ling 10) is that energy measured as input to

7. Include on line 35 the cost of energy used in pumping into the
storage reservoir. When this itar cannot be accurately computed
leave iines 35, 36 and 37 blank and foolnote the company's
principal sources of pumping power, the estimated amounts of

that individually provides more than 10 percant of the total
energy used for pumping, and production expenses per net
MWH as reported herein for sach source described, Group
focgether stations and other resources which individually
pravide less than 10 percent of total pumping energy. if
contracls are made with others to purchase power for
pumping, give the supphier contract number, and dale of

contract.

FERC Licensed Project No.
Plant Name:
(d)

FERC Licensed Project No.
Plant Name:
(e)

FERC Licensed Project No.
Plant Name: @

Line
No

Jary gy PN
Nf = Of ©of oof ~Jf o] o] & o] Pof

n

]
F

15

FERC FORM NO. 1 (ED. 12-03)
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Name of Raspondent This Report is: Date of Report Yeoar of FReport
{1) O An Original {Mo, Da, Y1)
Dec 31,

{2) O A Resubmission

GENERATING PLANT STATISTICS (Small Plants) (Continued}

the which is available, specifying period.

3. List plants appropriately under subheadings for steam,
hydro, nuctear, internal combustion and gas turbing plants.
For nuclear, see instruction 11, page 403:

4. If net peak demand for 60 minutes is not available, give

S. If any plant is equipped with combinations of steam,
hydro intemal combustion or gas turbine equipment, report
each as a separate plant. Howaver, if the exhaust heat
from the gas turbine is utilized in a steam turbine
regenerative feed water cycle, orfor preheated combustion

air in a boller, report as one plant.

lnt;’!fl%? ; Astset m?tl;%‘iir?n
lgeuramgﬁt Costs) . Fuel 9
ar MW

Production Expenses

Installed Capacity

h
{Q) i

Fuel

0

Maintenance

1]

Fuel
In

{

Kind of Fuel

(k) )

InCosl
il on‘Efl’.la)r

FERC FORM NO. 1 (ED. 12-03)
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-10%-

Name of Respondent

This Report is:

(1) O An Original

(2) O A Resubmission

Data of Report

(Mo, Da, Y1)

Year of Report
Dec 31

P r——

TRANSMISSION LINES ADDED DURING YEAR

7. Report bslow the information called for conceming
Transmission lines added or altared during the year. 1t is
not necessary to report minor revisions of lines.

2. Provide separate subheadings for overhead and tnder-

ground construction and show each transmission lne
separately. If aclual costs of compeled construction are not
readily available for reporting columns {I) to (p), itis permissible
to report in these colurnns the estimated final completion.

e

LINE DESIGNATION

From

(a)

To

(b}

%H%POH'I‘IN

UCTURE

GRIGRA"

Loy
in Miles
(c)

Type
(d)

Average
Numbgar

der
KCH

Presant

)

Ultimate

@

W00 -

TOTAL

FERC FORM NO. 1 (ED. 12-03)
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Federal Register/Vol. 68, No. 76/Manday, April 21, 2003/ Rules and Regulations

19651

Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6

-110-

Name of Respondent

This Report is:
{1} O An Original
{2y [J A Resubmission

Date of Report
(Mo, Da, Yr)

Year of Raport

Dec 31,

TRANSMISSION LINES ADDED DURING YEAR (Continued)

Conduit in column {m})

costs. Designate, however, if estimated amounts are
reported. Include costs of Clearing Land and Rights-
of-Way, and Roads and Trails, in column () with than 60 cyg
appropriate footnote, and costs of Underground characteristic.

3. If design voitage differs from operating voliage,
indicata such fact by footnote; also where line is other

le, 3 phase, indicate such other

CONDUCTORS
Size Specification | Configuration
and Spacing

Lan
an

) 0} f (Ope%%’ting) L T L
()] 0

LINE COST

Voitage Tty

{m)

Conductors
and Device
m

sat
He@r%ment
T 1S

Total
®

Line
No.

CWRNDN AWM -

FERC FORM NO. 1 (ED. 12-03)
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19652 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -111-
Name of Respondent This Report is: Rate of Report Year of Report

{1} O An Origina) (Mo, Da, Y1}
{2) 03 A Resubmisgion Dec 31,

PART NIl COMPARATIVE BALANCE SHEET (Contifiued)

Liabilities and Other Credits Balance at Beginning Halance at End of
(a) of year Year
(b} {c}

0t | Common Stock Issued (201}
02 | Prafarred Stock lssued (204)

03 | Miscellaneous Paid-in Capital (211}

04 | Instatiments Received on Capital Stock {212)

65 | Discount on Capatal Stock - Debit (213)

06 | Capital Stock Expenses - Debit {2147

07 | Retained Eamings (215-216)

08 | Reacquired Capital Stock - Debit (217}

09 | Noncorporate Propristorship (218}

10 | Accumulated Cther Comprehensive income (219)

11 | TOTAL PROPRIETARY CAPITAL {Enter tofal of fines 01 thru 10}
12 | Bonds {221)

13 | Ach From A iated Campanies (223)

14 | Other Long-tarm Debt (Spacity in footnota) (224)

15 | Unamortized Prémium on Long-term Dabt (225)

16 | Unamortized Discount on Long-term Dweit - Debit (226)

17 | TOTAL LONG-TERM DEBT (Enter total of lines 12 thru 16}

18 | Other Noncurrent Liabilities:

19 | Obligations Linder Capital Leases - Noncurment (227)

20 | Accumudaved Prowigion lor Property Insurance (228, 1)

21 | Accurnulated Provision for Injuries and Damages (228.2)
w2
3
24

Accumuiated Provision for Pensions and Banafits (228.3)

Azcumulated Miscellangous Oparaling Provisions (228.4)

Accumuiated Provision for Rate Refunds (229

25 | Asset Aetirsment Obligations (230)

26 | TOTAL OTHER NONCURRENT LIABILITIES (Enter Total of Linas 18 thru 25)
27 | Current and Accrued Liabiities:

28 | Netes and Accounts Payable (Report licable to iated panies n &
footnote) (231 1o 2347 .

Cuslomer Debits {235}

Taxes Accrued {236)

Interast Accrued (237)

Miscellaneous Current and Accrued Liabidies {242)
Qbhigations Under Capital Leases-Currant (243)
Dsrivative Instrument Liabilities (244)

Derivative Instrumant Liabilities - Hedges (245) -
TOTAL CURRENT AND ACCRUED LIABILITIES (Enter total of lines 28 thre 35)

37_{ Deferred Credits:

38 | Customer Agvances for Construction [(252)

3% | Other Defesred Credits (253)

40 | Other Regulatory Liabilities {254)

41 { Accumuiated Defered Investment Tax Credits (255)

42 | Delerred Gains from Disposition of Utility Plant (255)

43 | Unamertized Gain on Reacquired Debt (2577

44 | Accumulated Deferred Income Taxes (281-283}

45 | TOTAL DEFERRED CREMTS (Enter totaf of linas 38 thru 44}

46 | TOTAL LIABILITIES AND OTHER CREDITS (Enier tatal of ines 11, 17, 25, 36 and ;t.S)

8y

L A

FERC FORM NO. 1-F {REVISED 1203) Page 5 - --
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Federal Register/Vol, 68, No. 76/Monday, April 21, 2003/Rules and Regulations 19653
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -112-
Narme of Respondent This Report is: ?ﬁé‘? Bfa ftar) n Year of Repart .

(1) O AnOrginal
(2) O A Resubmission

Dec 31

 —

PART IV: STATEMENT OF INCOME FOR THE YEAR (Continuaed)

1. Report amounts for accounts 412 and 413, Reverues and
expenses from Utility Plant Leased to Others, in the Other Ui:lll}(
column {h, | or j, k}'in a similar manner to a utility deparment.
Spread the arnount(s) over lines 01 to 22 as appropriate. Include
these amounts in column (b) and {¢) totals, . i

2. Report amounts for account 414, Other uumx Operating
Income, In the same manner as accounts 412 and 413.

3. Provide an explanation in Part VII. Notes ta Financial State-

ments, of such unsetiled rate

proceedings where a contingency exists that refunds of a
material ag'iount may need (% b_ecymade to the utility’s
customers or which may result in a material refund to the
utility with respect to power or gas purchases. State for

each year affected the gross révenues or costs to which the
contingency relates and the tax effacts: incl an,
e:l:eplananon for the major factors which attect the rights of
the ulility to retain such revenues or to recover amounts
paid with respect to power or gas purchases.

01 | UTILITY OPERATING INCOME
02 | Cperating Revenues (490)

03 | Operating Expenses:

04 | Operating Expenses {401)

Account Total (d to k) Electric Utility
a Current Change Current Year Change From
@ Yeaar rorg (d} pregv?mul;D
(d) Previous Year
Ye(g)r (e)

05 | Maintenance Expense (402)

08 | Depreciation Expense (403)

07 | Depreciation Expense lor Asset Retirenent Costs {403.1)
08 | Amortization Expense (Specify by account)
09

10 | Regulatery Debits (407.3)

11 | (Less) Regulatory Credits (407.4)

12 ] Taxes Other Than income Taxes {(408.1)

13 | Federal Incomea Taxes {409.1)

14 | Other income Taxes (409. 1}

15 | Provision For Delerrad Income Taxes (410.1}

16 | Provision For Deferred Income Taxes - Credit {(411.1)

17 | Investmem Tax Credit Adjustments - Net (411.4)

18 | Gains From Disposition of Ulility Plamt (411.6)

19 | Losses From Disposition of Litility Plant (411.7)

20 | Gains From Disposition of Allowances (411.8)

21 | Lesses From Disposition of Allowances (411.9}

22 | Accretion Expense (411.10)

23 | TOTAL UTILITY OPERATING EXPENSES
{Enler lotal of lines 04 thru 22)

24 { Net Utility Operating tncome

{Entar total of line 02 less 23)

FERC FORM NO. 1-F (REVISED 12-03)

Page 6
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Scott

19654 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Forms |, 1-F, 2, 2-A, and 6 -113-
This Repeort is: Year of Report

Mame of Hespondent

(1) B3 An Original
(2) 3 A Resubmission

Date of Hsport
(Mo, Da, Yr}
Dec 31,

PART IV: STATEMENT OF INCOME FOR THE YEAR (Continued)

4. Provide an {anation in Part VII, Notes to Financial
Statements, of significant amounts of any refunds made or
received during the year resulting from seftiement of any rate
proceeding affacting revenued received for costs incurred for
{Joower or gas purchases and a summary of the adjustment made

balance sheet, income, and expense accounts.

5. if any note appearing in the report to slockholders are
applicable to the statement of incomae, either include such note
in an attachment, or enter such data in Part Vil

§. Provide an explanation in Part Vil, Notes to Financial
Staternents of only those thanges in account methads made during
the year which had an effect on net income, including the basis o
allocations and aﬁpomm'unents from those used in the praceding
year, Also, give the approximata dollar effects of such cﬁaﬂges.

Gas Utility Other Utility Other utility
Curre(rfn; Year gpaanwggs Frgrar]t. Curre(ﬂt) Year gwgfﬁgg} c‘qﬁn;:;u grgel%% l;rg;g Account
01
(400) 02
03
(401) o4
(402) 05
(403) 06
(403.1) o7
0B
09
407.3) 10
(407.4 1A
| a0 |12
(409.1) 13
. (403.1} 14
(410.1) 15
(411.1} 16
(411.4) 17
(411.6) } 18
(411.7) 19
(4118 | 20
. f411.9 | 2
(411.10) | 22
TOTAL | 23
NET 24

FERC FORM NO. 1-F {(REVISED 12-03)

Page 7



Federal Register/ Vol. 68, No. 76/Monday, April 21, 2003/ Ruies and Regulations
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Scott

19655

Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6

-114-

Name of Respondent This Report is:
{1y O An Original
(2) [0 A Besubmission

Date of Report
{Mo, Da, Y1)

Year of Report
Dec 31,

PART IV: STATEMENT OF INCOME FOR THE YEAR (Continued)

Accaunt
(a}

Total

Current Year
[}

Change From
Prevno(a.g Year

24| Net Utility Operating Income (Carrier Forward from line 24, paga 6)

25| OTHER INCOME AND DEDUCTIONS

26| Other Income:

271  Nonutility Operating Income (415-418)

28] Imerest and Dividend Income (4719}

29| Allowance for Other Funds Used During Construction (479.1)

30| Miscellansous Nonoperating Income (4271}

31§ Gain on Disposition of Property (415-418)

TOTAL OTHER INCOME (Enter Total of lines 27 thru 31}

Other Income Deductions:

Loss on Disposition of Property (421.2)

Miscellaneous Amartization (425}

i

Miscellanecus Income Deductions (426. 1 - 426.5)

37| TOTAL OTHER INCOME DEDUCTIONS (Enter total of fines 34 thru 36)

38| Taxes Applicable to Cther income and Deductions:

39| Taxes Applicable to Other Income and Deductions:

40| Federal income Taxes (409.2}

41| Other Income Taxes (409.2)

Pravision for Deferred Income Taxes (470.2)

Proviston for Deferred income (411.2)

Investment Tax Cradit Adjustments - Net (4711.5)

investment Tax Credits (420)

HEREE

TOTAL TAXES APPLICABLE TG OTHER INCOME AND DEDUCTIONS
(Enter totai of lines 40 thru 45)

47 | Net Other Income and Deductions (Enter total of line 32 less 37 and 46)

48| INTEREST CHARGES ™

491 Interest on Long-term Debt (427)

50| Amortization of Debt Discount and Expense (428)

Amortization of Loss on Reacquired Debt {428.1)

Armortization of Premium on Debt - Credit {429)

Amortization of Gain on Reacquired Debt - Credit (429. 1)

interest on Dabt to Associated Comparves (430)

Other Interest Expense (431)

AR

Allowance For Borrowad Funds Used Durng Construction - Cradit {432)

57 | Net Interest Charge (Enler lolal of lines 49 thrs 56)

58 | Income Beiare Extracrdinary hems (Enter total of ines 24 and 47, less 57)

58 | EXTRAORDINARY ITEMS

60| Extracrdinary Income (434)

61 | Extraordinary Deduction - Debit (435)

62| Net Extraordinary ltems (Enter total of line 60 less 61)

&3] Income Taxes - {409.3)

64 | Extraordinary Items Aftar Taxes (Enter lotal of line 62 less 63)

65| Net Income (Enter total of ines 58 and 64)

FERC FORM NQ. 1-F (REVISED 12-03} Page & -



Respanse to PSC Question No. 56(c)
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19656 Federal Register/Vol. 68, No. 76/Monday, April 21, 2009 /Rules and Regulations
Appendix C Revised Schedyles for FERC Forms 1, 1-F,2,2-A,and 6 -115-
SUBSTITUTE PAGE FOR PART Ly
Name ot Respondent This Report is: Date of Report Yearof Report
(1} O An Criginai {Ma, Da, Y
(2) O A Resubmission Decdy, __
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDiT_gi
Line Tite of Acgount AwtPage No. | Baiance at Beginning of Yaasr Balance at End of Yaar
Ne. (a) b) (o) L]
1 PROPRIETARY CAPITAL
2 | Common Stock tssusd (201) 250-2581
3 | Preferred Stock issuad (204) 250-251
4 | Capilal Stock Subscribed {202, 205) 252
5 | Stock Liability for Corwversion {203, 208} 252
6 | Prernium on-Capital Stock (207) 252
7 | Cther Paid-In Capital (208-211) 283
] Instaiments Recaived on Capita) Stock (212} 252
9 | (Less) Discount on Capital Stock (213) 254
10} (Less ) Capitai Stock Expense (214) 254
11 | Retained Eamings (215, 215.1, 216) 118119
12 | Unappropriated Undistributed Subsidiary Eamings (218.1) 118-119
13_| {Less) Reacquired Capital Stock {217 250-251
14 | Accumulated Other Comp iva Income (219) 122 (a} {b)
35 | TOTAL Proprietary Cagital {Enter Total of linas 2 thru 14) -
16 LONG-TERM DEBT
17 | Bonas (221) _ 2568-257
18 | {Less) Reacquired Bonds (222} 256-257
1§ | Advances from Associated Companies (223} 256-257
20 Other Long-Temn Debt (224) 2585-257
21| Unamodized Premium on Long-Term Dabt (235) .
22 (Lass) Unamortized Discount on Long-Term Debi-Debit (226) -
23 | TOTAL Long-Term Debt (Entar Total of Jines 17 thru 22} -
24 OTHER NONCURRENT UABMLITIES
25 Obligations Under Capital Leases - Noncurrent {22n -
26 | A Pravision lor Proparty Insurance (228.1) -
2? | Acoumulated Pravision for Injuries and Damages (228.2) -
28 | Accurmdated Provision for Pensions and Bengfis {228.3) -
23 1A M us Oparating Provisions (228.4) .
0 | A Provision lor Rata A (229) -
3t | Asset Retirement Otligations (230) -
32 | TOTAL Other Noncurrent Liabitities {Enter Total of lines 25 thny 31)
33 CUARENT AND ACCRUED LIABILITIES _
34 Notes Payable (231} -
35 Accounts Payable (232) -
~36 | Notes Payable tn Assooiated Comparies (233} -
- 37 | Accounts Payable to Associated Companies (234} -
38 | Customar Deposits (235) -
39 Taxes Accrued (236) 262-263
40 | Inlerest Accrued (237) -
41 Dividends Declared (239) -
42 | Matured Lang-Term Dett (239} .
43 | Matured Imerest (240) -
44 | Tax Collections Payable {241) -
45 | Miscelianecys Current ang Accrued Liabibties {242) -
46 | Cbligations Under Capital Leases-Cument (243) N

FERC FORM NO. t-F (ED 12-03) Page 112



Response to PSC Question Ne. 56(¢c)
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Scott

Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations 18857
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -116-
Name of Respondent This Repart is: Date of Report ‘Year of Repant
{1} O An Origina? (Mo, Da, Y1}
(2} O A Resubmission Dec 31,
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER Cﬁ_E-DI'IS) {Continued)
Ling Red Balance at Balance at
No. Titte ot Acoount Paga No. Beginning of Year End of Year
{a) &) () (d)
47 Derivative Instrumeant Liabilities (244)
Devivative Instrument Liabilities - Hedging (245)
TOTAL Cument and Accrued Liabilities (Enter Total oflines 34 thru 48)
DEFERRED CREDITS

Customer Advances for Construction (252)

Accumulated Defermed Investment Tax Credits (255} 266-267

Daterred Gains from Disposition of Utility Plant [256)

Othar Daferred Cradits {253} 269

Other Reguiatory Liabilities (254) 278

Uramortized Gain on Reacduired Debt {257)

Acturnulated Delferred Income Taxes (281-283) r2-217

TOTAL Deterred Credits (Enter Tatal of linas 51 thru 57)

B B R E e B E B E B B B H AR BB E

=~
N

TOTAL Liabilities and Qther Credits (Enter Total of ines 15, 23, 32, 49 and 58

FERC FORM NO. 1-F (REVISED. 12-03) Page 113



Response to PSC Question No. 56(c)
Page 157 of 376

19658 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/ Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -117-
{SUBSTITUTE PAGE FOR PART IV)
MName of Respondent This Report is: Date of Report Year of
(1 O An Originat (Mo, La, Y1) Report
2 O A Resubmission Decat,_
STATEMENT UF INCOME FOH THE YEAH
% %%%%”rf%%"““‘%’?ﬁ%%?"f“‘s ad o Cibers, i Sneies iy pmceseq.ﬁge ire 2 con ‘ag‘:"’“"‘en?:é'?u"é#?%;{“é e o
co amn J_I l in a similar manner to a utility departmen mate ount may need to 1he u1| lity's customers or
Spread eamoum s) over lines Mthm 24 as appropriate, Incrude hich may result m a matepal r?funcl ta th with respect
1hese mounts in columns (c) and tatals power of gas purchases. Stata or gach year a acted { ha mss
eport amcums m account Cther Utrh Ogeralmg revenues or costs to which the contingency relates and th
In come, in the r as aoouunls 412 and effects together with an explanatton the major factofs wmch
3. Repont data for Im B 10 and 11 for Natural Gas companies  affect the nights of the utiitty to retaln such enues of recover
usun aocoun 1%01 lmpoﬁag?gé’teg%b;'rdalgg ngrslatement of argo%ms nci“é‘"‘e'?,? au‘r‘:’ngogvoﬁgg%n Si R:Frcam amounts of
lnoomg o?%.%?r account thereaf. any refunds made or received during the 3@ ?
TOTAL
Hgf Tile of Account Pa;l: 'No Current Year Previous Year
(@) () )
{5)
1 |UTILITY OPERATING INCOME
2 | Oparating Revenues {400) 300-301
3 {Opesrating Expenses
4 Qperation Expanses (401) 320-325
5 Maintenance Expenses (402) 320-325
6 Depreciation Expense (403) 336-338
7 Dapreciation Expensa for Asset Retirement Casts {403.1) 336-338
3 Amortization & Depletion of Utility Plant {404-405) 336-338
9 Amortization of Utiity Plant Acquisition Adjustment {406} 336338
10 Amontization of Property Losses, Unrecovered Plant and
Reguiatory Study Costa {407)
1 Armorifzation of Conversion Expenses (407)
12 Aegulatary Debits (407-3)
13 (Less) Regulatory Cradits {407.4)
14 Taxes Other Than Income Taxes (408.1) 262-263
15 Income Taxes - Federal (409.1) 262-263
18 - Other (409.1) 262-263
17 Pravigion for Daferred Income Taxes {410.1) 234, 272-277
] {Legs) Provision for Deferred Incame Taxgs-Cr. (4111} 234, 272-277
19 investment Tax Credit Adjustment - Net (411.4) 266
20 {Less) Gaing from Disp. of Utility Plant {411.5)
21 Losses from Disp. of Litiiity Plant (411.7)
22 (Less) Gains from Disposition of Allowances (411.8)
23 Lossas from Disposition of Allowances (411.9)
24 Accration Expanse (411,10)
25 TOTAL Uity Operating Expanses {Enter Total of lines 4 thru 24)
26 |  Net Utiiity Operating Incomme (Enter Tolal of ke 2 lass 25) {Carry forward 1o -
page 117, line 27
FERC FORM ND, 1-F (REVISED. 12-03) Page 114~
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Response to PSC Question No. 56(c)

Page 158 of 376
Scott

Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/ Rules and Regulations 19659
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -118
(SUBSTITUTE PAGE FOR PART IV)
Name of Respondent - ‘This Report is; Data of Report Year of Report
(1) O An Original (Mo, Da, Y1) Dec 31,
{2) O A Resubmission
STATEMENT CF INCOME FOR THE YEAR (Continued)
TOTAL .
Hg_e Title of Account Pa; R:'Nu Currant Year Previous Yaar
i ) o) @
27 Net Utility Oparating income (Cared forward from page 114} -
28 Other Income and Deaductions
29 Othar lncome
30 Nonutiity Operating Incoma
Eil Revenues From Merchandising, Jobbing and Contract Work (415)
32 {Less) ‘(‘:vonss‘s(‘aﬂ:é )E,\g:ensu of Marchandising, Jobbing & Contract
33 Ravenues From Nonitlity Qperations (417)
34 {Less) Expenses of Nmuiity operations {417.1,}
35 Nonoperating Rentaf income (418}
36 Equity in Eamings of Subsidiary Companies {418.1) 118
38 Intarast and Dividend Income (419)
39 Aliowance for Other Funds Used During Construction {411.3)
40 Gain on Disposition of Property (421.1)
a1 TOTAL Gther income (Entar Toral of fines 37 thiu 40
42 Cther income Deductions .
43 Loss on Disposition of Property {421 2)
a4 Miscallaneous Amortization (425) 340
45 Miscellaneous income Deductions (426.1 thru 426 5) 40
46 TOTAL Other income Deductions(Total of linas 43 thr 45)
47 Taxes Applicasla to Other income and Deductions
48 Taxes Other Than income Taxes (408.2) 262-263
49 Incoms Taxes-Federal {409.2) 262-263
|50 income Taxes-Gther (409.2) 262263

51 Provision for Daterred Inc. Taxes (410.2) 233,272-277
52 {Less} Provision for Deferred Income Taxes—Cr. (471.2) 234,272-277
53 Invastment Tax Credit Adjustmaent - Net (411.5)
54 {Legs) Investment Tax Credits {420)
55 H‘Eg'l;\‘)L Taxes on Othar Income and Deductions (Enter Tot) of 48
56 Net Other Incame and Deductions (Enter Total of kines 41, 46, 55}
57 Interest Chargas
58 Intergst on Long-Term Deabt {427)
59 Amort. of Debt Disc. and Expensa (428)
3] Amortization of Loss on Reacquired Debt (428.1)
61 {L.ess) Amortization of Premium on Debt-Credit 429)
&2 (Less} Amodtization of Gain on Reacquited Debit-Credit (42917 _
83 Intesest on Debt to Assos. Campanies (430) 340
64 Cther interest Expense (431} 340
65 | (Less) Allowance for Bomowed Funds Used During Construction—Cr. (432} -
&6 Met Interest Charges {Enter Total of lines 58 thru 65)
&7 Income Before Extraordinary Items (Enter Total of ines 27. 56 and 66)
68 Extraordinary iiems
69 Extraordinary income {434)
0 (Less) Extraordinary Deductions (435)
Fal Net Extraordinary ltems (Enter Total of line 69 iess line 70)
72 incoma Taxes-Faedearal and Other (409.3) 262-263
73 Extraordinary Nems Alter Taxes (Enter Total of line 71 lass line 72)
74 Net Income (Enter Total of lines 67 and 73)

FERC FORM NO. 1-F (ED. 12-03) Page 117
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19660 Federal Register/ Vol 68, No. 76/Monday, April 21, 2003/ Rules and Regulations
Appendix C Revised Schedules for FERC Forms i, 1-F, 2, 2-A, and 6 -119-
{SUBSTITUTE PAGE FOR PART %)
Narne of Respondent This Rapeort is: Tate of Repart ‘Year of Raport
{1) O An Qriginat (Mo, Da, Yr}
{2) O A Resubmission Dec,
ELECTRIC PLANT IN SEAVICE {Accounts 101, 102, 103, and 106}
1. Repon below the criginal cost of electric piant in sarvice accending to to indicate the negative affect of such accounts.
the prescribed accounts. 5. Classify Account 108 accarding to prescrbed accounts, on an

Campleted Construction Not Classified- Eleciric.

and retiraments for the current of preceding year.

2. In addition 12 Accourt 101, Electric Plant in Service {Classified), this eslimated basis il necessary, and inciude the entries in column (¢}, Alsa

page and the next include Aceount 102, Electric Plant Purchased or Sald; to be included i column {c) are entries for reversals of tentative

Account 103, Expenmental Electric Planl Unclassified; and Account 106, distnbutions of prior year rapoted in column (b). Likewise, il the
i t & plant reti

3. include in column (¢) or {d), as appropriate, corrections of additions been classiied o p?-lmary accounts at the end of the year, include in
4. For revisions to the amount of iniia) asset retirement costs capitatized, basis, with appropriata contta entry to the account for accumuiated

included by primary plant account, increases in column (c) additions and depreciation provision. Includs alsa in column [d) 7eversals of tentative
raductions in column (e} adiustments 5. Enclase in parentheses credit distributions of prior year of unclassified retirements.

which have nat

respondant has a 3i
eolumn (d) a tentalive distribution of such retirements, on an sstimated

adjustments of plant accounts.
Lne Balanca at
No J Baginning of year Addition
@ ] @
1 1. INTANGIBLE #LANT
2 (301) Qrganization
3 (302) Franchises and Consents
4 (393) Miscellaneous Intangible Flant
5 TOTAL Intangible Plant {Enter Total ol Lines 2, 3, and 4)
6 2. PRODUCTION PLANT
7 A. Steam Production Plant
[] {310) Land and Land Rights
¢ (211) Structures and Improvements
10 {312) Boiler Plant Equipment
LB (313) Engines and Engme-Driven Generatars
12 (314) Tubogenarator Urits
13 [315) A v Electric Equipment
14 {316} Misc. Power Plam Equiprnent
15 [317) Asaat Retirement Costs for Steam Production
16 TOTAL Steam Proguttion Plant {Enter Tetal of Lines B thru 1)
17 B. Nuclear Production Plant
18 (320} Land and Land Rights
19 321} Structurss and Improvements.
20 (322) Aractor Plant Equitsment
21 {323} Turbo generator Uinits
22 (324} Actassory Electric Eqtnpment
23 (325) Misc. Power Plant Equipment

(326) Assat Raetirernent Costs for Nuclear Praduction

TOTAL Nuclear Production Plant (Enter Total of Lives. 18 thru 24)

C. Hydraulic Production Plant

(330) Land and Lard Rights

{331) Structures and impravements

{332) Resarvoirs, Dams, and Watarways

(333} Water Wheeis, Turbines, and Generators

(334) Accessory Electric Equipment

(335) Misc. Power Plant Equipment

{336) Roads, Railroad, and Bndges

(337} Asset Retiramant Casts for Hydraue Producton

TOTAL Hydraulic Production Plant (Enter Totl of Lines 27 thru 34)

B. Other Preduction Plant

{340) Land and Land Rights

(341) Structures and Improvements

{342) Fuel Holders, Products, and ACCRssones

{343} Prima Mavers

S B HEEHEE B B EE B

(344} Ganerators

42 {245) Accessory Electric Equipment

FERC FORM-NO. 1-F (ED. 1203}
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6

{SUBSTITUTE PAGE FOR PART XX)

-120

MNama of Aespondant This Report is: Date of Report Year of Report
1y 3 An origina) Mo, Da, Yr) Dec3t,
2) O A Resubmission
ELCECTRICFLANT W SER Ghis . , 103, and 10G] {Conhinued)
S Sl ST IR S e (D ALARe Sstin e dabi o creis iatibuted n colune )
years leniative account distribtitions of these amounts, Carelul
bhservance of the above instructions and the lexis of Accgunts 101 8. Far Account 399, state the nature and ?se of Phnt incluged
and 106 will avoid serious omissians of the erona amount of in this account and if substanbal in ameunt, foctnote and provid
respondent's plant actually in service at end of year, a supplementary statement showmrg subaccount classification
i . . . - such plant conforming to the requirement of these pages,
7. Show in coiur{m Fn reciassifications or transfers within utility )
plant dccounts.  Include also IR column (f the addibons or 9. For each amount comprising the reported balance a
reductions of primary account classifications ansggg rom changes in Account 102, sta& the roPeny pulphBS?d or sol
digtnibution of amounts Initially recorded in Account 102, intlude in name of vendor or purchase, and date of transaction. | prupo,;r:s
column {e) tha amounts with respect to accumutated provision for mal en#nes have been filed with the Commission as ]
depreciation, acquisition adjustments, efc., and show in column y the Uniform System of Accounts, give also date of suaﬁ?ung.
Hafance at Ling
Retirgments Adjustments Transfars End of Yaar
(d} {8} {f) {g)
1
{301) 2
{302) 3
(303} 4
5
[:]
7
{310} 8
(311) 9
(312) 1
(313) 11
(314) 12
{315) 13
(318) 14
(3t7) 15
16
17
{320 13
(321) 19
(322} 20
(323) 2t
{324} 22
(325) 3
[326) 24
25
26
(330} 27
331 28
(332) 29
. [333) 30
(334} ET)
{335) 32
i (338) 33
(337} M
35
35
(340} 37
(341) 38
1342 39
{343) 40
{344} 41
[345) 42

FERC FORM NO. 1-F (ED, 12-03) Page 205 .
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19662 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Fonms 1, 1-F, 2, 2-A, and 6 -121-
(SUBSTITUTE PAGE FOR PART X0
Name of Respongent This Report is: Date of Aaport Yaar of Report
{1) O An Original {Mo, Da, Yr) Deca1,
{2} O A Resubmission
ELECTRIC PLANT IN SERVIGE (Actaunts 104, 102, 103, and 106)
Line Account Balance at Beginning of year Addition
No {a) (b} e
43 {346) Misc. Power Plant Equipment
4 {347) Assat Ratirernent Costs for Cther Production
45 TOTAL Cther Praduction Plant (Enter Total of Lines 37 thru 44)
46 TOTAL Production Plant (Enter Total of Lines 18, 25, 35, and 45)
47 3. TRANSMISSION PLANT
48 {350) Land and Land Rights
43 {352) S and impro
50 {353) Station Egquipment
51 (354) Towsrs and Ficturas
2 (355) Poles and Fixiures
53 (356) Overhead Conductors and Davices
54 {357} Underground condisit
55 (358) Undarground Canductors and Devices
) {355) Roads and Trails
57 {359.1] Asset Ratrement Costs for Transmission Flar
58 TOTAL Trarsmission Plant (Enter Total of Uans 48 thru 57
59 4. DISTRIBUTION PLANT
80 (360} Land and Lend Rights
51 {361) Structures and Improvernants
62 (382) Station Equipment
63 {353) Storage Baftery Equipment
B4 1364) Poles, Towers, and Fixtures
(368) Cverhead Conductors and Devices
(366) Underground Condutt
67 {367) Underground Concuctors and Devices
88 (368) Line Transfomners
89 {369) Services
¥ {370} Meters
71 (A7) Ir ions on C F
72 (372) Laased Propenty on Customar Premises
73 (373} Straer Lighting and Signal Systems
74 (374) Assat Relirernent Costs for Distribetion Plant
75 Total Distrbution Plant (Enter Totat of nes 60 thru 75)
76 5. GENEAAL PLANT
77 (389) Land aned Land Rights.
78 (390) Structures and Improvements
79 {391) OHica Fumiture and Equipment
80 (392) Transpartation Equipment
a {393) Stores Equipment
82 (394) Toolg, Shop and Garage Equipment
83 {395) Laboratory, Equipmant
84 (396) Power Cperated Equipment
- 85 {337} Communication Equipment
- 85 {398) Miscellanesus Equipment
ar SUBTOTAL (Emer Total of Lines 77 thny 86}
83 {399} Other Tangible Property
[:1:] {399.1} Asset Retirernent Costs for General Plant
=] TOTAL General Flant (Emer Total of Lines 87. 88, ard &9)
a1 TOTAL (Aecounts 10t and 106) (Lines 5. 6, 25, 35, 45, 58, 75, and 90}
52 {102} Electric Plant Purchased (See Insir. 8)
k] (Less) [102) Elactric Plant Sold (See instr. &)
94 (103} Experimentat Plani Unclassified
85 TOTAL Electvic Plant in Service (Entar Total of Lines 31 thru 94) _l

FERC FORM NO, 1-F (ED. 12-03) Page 208
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -122-
{SUBSTITUTE PAGE FOR PART X0

Name of Aespondent This Report is: Data of Repont Year ol
(1) O AnOrginat Mo, Dz, Yr) Report
[2) O A Rasubmission Dec 31,

ELECTRIC FLANT TN SERVICE (Accounts 10T, 10%, 103, and T08) (Contnued)

. Halance at
Retirarments Adjustments Transters End of Year
id) {e} N 19

7

(346)
[347)

359.1)

3e0)

(361)
(362)
{363}
{364)
{365)
(366} 66
(367) 67
(368) (]
(36%) €9
(370}
{311}
572)
{373)
{374)

SRR AR B ESR Bl b B B R 4 3 E 1 EYES EY EY

70

71

72

73

74

75

768

(383) 77
1390) 78
(391 75
352 60
81

=

a3

84

85

[

57

88

89

{385}
1396)

398)

399
(389.1)

1
{102} g2
&3

o3
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19664 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations

Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -123.
(SUBSTITUTE PAGE FOR PART bUM

Name of Respandent This Report is: Date of Report Year of
{1} D An Qriginal (Mo, Da, Yr) Report
(2) D A Rasubmission Dec3t,
ACCUMUCATED PROVISION FOR D ]

ExpllExPn"ia:: :‘n f;o fgo@ema:y mdly mpoﬂ:g; mnsirnenls dunn%‘gaar K cast ‘I'\\"“ﬂ'g rre‘:gonngent has a sngmﬁcanl amount of pianl ratired at year end
or plam retired, Line 11, column (c), and that reported for elecmc plant in functional classilications, make prelimi u;g 1o teritatively
sefvice, pagas 204-207, coiumn 8d), excluding retirements of junctionalize the book £ost of theplan: ret:rad Ina bdon inclucde all costs
me‘Fha Fmvsmmw 108 in the Uniform System of accounts mﬂ%n&mm 'K Prograss at year end in the appropriate
raqmre that retirements of depreciable plant be recorded when such plant Show separately intarest credits under a sinking fund or similar

from sarvice. rnamod of depreciation accounting.
Section A. Balances and Changes During Year
Line Ttem Electric Plant in Electric Plant Held Electiic Plant
No (a) (c«:k-a) Sarvice for Future Use leased to Others
(b} ic) {d) (@)

1 Balance Beginning of Year
2 m%n Provigions for Year,
3 {403) Depraciation Expense
4 R (403.1) I?miaﬂon Expensa for Assat
5 La‘:ggcjl m;s of Elechric Plant
[ Transportation Expansas - Clearing
7 Qther Clearing Accounts
8 Other Accounts (Specify):
g
10 Total Depmclaﬁnn Provision For Year

{Enter Total of Lines 3 thru 9}
1 Nat Charges for Plart Retired:
12 Book Cost of Plant Retired
13 Cast of Removal
14 . Salvage {Credil)
15 TOTAL Net Charges For Plant Retired

(Enter Total of Lines 12 thru 14}
16 Qther Debit or Cradit Items (Dascribe):
17
138 Book Cost of Assot Retirement Costs
19 Balnnca End 01 Year ;Enler Total of lines

, 10, 15, 16,
Section B. Balances at End of Year Acconding to Functional Classifications

20 Steam Production
21 Nuciear Production
22 Hydraulic Proguction-Canventional
23 Hydrautic Production-Pumped Storage -
24 Qther Production
25 Transmission -
28 Distribution
27 . General
28 | TOTAL {Enter Total of Lines 2¢ thru 27)

FERC FCRM NO. 1-F {ED. 12-02) Page 219
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -124-
Name ol Respondent This Report is: Data of Report Year of Report
£ An Origingl {Mo, [1a, Y1) Decd1, _____
O A Resubmission
LIST OF SCHEDULES {Natural Gas Company)
Enter in column (d} the terms “nons,” "nct applicabla,” or "NA" as appropriate, where no inf of amounits have been reported for centain pages Omit
pages whera the responses are “none,” "not applicable,” or “NA
Line Tite of Schedule Relererce Date Revised Remarks
No Page No
{b} ) {d)
GENERAL CORPCRATE INFORMATION AND
FINANCIAL STATEMENTS
i Genaral Inlormation 101
2 Contead Ovae Respondent 102
3 [» Controlied by Resp 103
4 Security Holders and Voling Powers 107
5 Impoenant Changas During the Yaar 108
-] Comparative Salance Sheet 110113
T Statemert of Incomae for the Year 48
8 Statement of Accumulated Comprohensive Incame and Hedging Activities 117(a)(b}
g Statemant of Retained Eamings for the Year 116119
10 Statemants of Cash Flows 120121
" Motes o Financial Statements 122
BALANCE SHEET SUFPORTING SCHEDULES
(Assets and Other Dabits)
12 Sumenary of Utillty Plant and Accumulated Provisions for Depraciation, 200-201
Amaortization, and Depletion
13 Gas Plantin Service 204209
14 | Gas Property and Capacity Leased from Cthers 212
15 Gas Proparty and Capacity Laased 1 Others 213
16 Gas Plant Held for Future Use 214
17 Canstruction Work in Progress-Gas 216
18 General Description of Construction Overhead Procedure 218
19 Accumulated Provision for Depraciation ol Gas Lhtility Plant 219
20 Gas Stored 220
A Investmants 222-223
2 Irvestments in Subsidiary Companies 224-225
2 Prapayment 230
24 Extracrdinary Property Losses 230
25 | Plant and Reguialory Study Costs 230
26 Cther Requiatory Assets 232
27 Miscellaneous Delerred Debits 233
28 Accurmdated Deferred income Taxes 234-235
BALANCE SHEET SUPPORTING SCHELRULES
{Liabilites and Other Creckts)
29 Gapital Stock 230-251
30 Capital Stock Subscribed, Capial Stock Liabdrty kor Comversion, Pramium on 252
Capital Stock. and Instaliments Received on Capital Stock
1] Other Paid-in Capital 253
32 Discount an Capital Siock 254
a3 Capitat Stogk Expense 254
34 Securities issued or Assumed and Secunties Retunded or Retrea During the 255
Yaar
35 Long-Term Debt 256-257
3B Unamortized Debt Expense, Premium, and Discount on Lang-Term Dabt 258-259
37 Unamortized Loss and Gain on Reacquired Debt 260
38 Reconcitiation of Reported Net incoma with Taxabie income for Federal 261
income Taxes

FERC FORM NO. 2 (12-02) Page 2
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19666 Federal Register/Vol. 68, No, 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -125-
Name of Respondent This Rapont is. Data of Report Yaar of Report
{3 An Original (Mo, Da, Y7)
O A Resubwmission Dec 3t,
LIST OF SCHEDULES (Nahwral Gas Company)
Enter in column (d} the temms "nane,” “not applicable,” or "NA" as appropriate, whera no informatioh or amounts have been reperted for cerlain pages Omit
pages whars the responsas are “none,” "nat applicable.” or "NA
Ling Tila of Schedule Roference Date Revised Remarks
No Paga No
) © @
BALANCE SHEET SUPPORTING SCHEDULES
{Liabiities and Cther Credits) (Continued)
<] Tanes Accrued, Prepaid, and Charged During Year 262263
40 Miscellaneous Current and Accrued Liabifities 268
41 Other Daferred Credits 289
a2 Accumulated Deferred Income Taxes-Other Property 274-275
43 Al fated Delered Taxes-Cther 276-277
44 Other Regulatory Liabilities 278
INCOME ACCOUNT SUPPORTING SCHEDULES
45 Gas Operating Revenues 300-30
45 Revenues from Transpartation of Gas of Cthars Through Gathering Facilities 302-303
47 Raeveriues from Transpotation of Gas of Others Through Transmission
Faciiities 304-305
43 Revenues from Storage Gas of Others
49 Crher Gas Ravenues 306-307
50 Bas Cperation and Maintanance Expenses 308
a1 Exchange and (mbalance Transactions 217326
B2 Gas Used in Utility Cperations 328
53 Transmiasion and Compression of Gas by Others a31
54 Other Gas Supply Expenses 332
55 Miscell General Ext -Gas 334
56 Depreciation, Cepletion, and Amortization of Gas Plant 335
57 Particuars Conceming Certain income Deduction and Interest 336-338
Charges Accounts 340
COMMON SECTION
58 Regulatory Commission Expenses.
59 Distribution of Salaries and Wages 350-351
50 Chatges lor Qutside Professional and Other C ve Services 254-355
357
GAS PLANT STATISTICAL DATA
a1 Compressor Stations 508-503
&2 Gas Storape Projects 512-513
63 Trangmission Lines 514
64 Transmission Systern Peak Deliveries 518
65 Auxiliary Paaking Facilitias 519
BG. .. Gas Account-MNatural Gas . 520
57, System Map >
58 Footnote Reference 551
59 Faotnote Text 552
0 Stockholders” Aeports (check appropriale box)
0 Four copies will be submitted
O No arnual report 10 stockholders is prepared

FERC FORM NO. 2 [12-03) Page 3
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations 19667
Appendix C Revised Schedules for FERC Forms 1, I-F, 2, 2-A, and 6 -126-
Name of Respandent This Report is: Date of Raport Year of Raport
{0 An Original (Mo, Da, Y1}
] A Resubmission Dec 31, ____
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)
Line Titte of Account Reference Bafance at End Batance at End
No. Fage Nurmber of Cumrent Year of Previous Year
(in doitars} (i dohars)
{a) (b} i @
t PROFRIETARY CAPITAL
F3 Comman Stock Issued (201} 280-251
3 Preferrad Stock Issued (204) 250-251
4 Capital Stock Subscribed (202, 205) 252
5 Stock Liabiity for Conversion (203, 206) 252
6 Presnium on Capital Stock (207) 252
7 Other Paid-in Capital (208-211) 253
8 Instaliments Received on Gapital Stock (212) 252
9 [ (Less) Discount on Gapital Stock (213) 754
16| (Less) Capital Stock Expense {214) 254
11 Ratainad Eamings {215, 215 1, 216) 118-119
12 Unappropriated Undistributed Subsidiary Eamings (216.1) 118-119
13 {Less) Reacquired Capital (217) 250-251
14 Accumulated Other Comprehensive Income (219) 118 (a) (b)
15 | TOTAL Propristary Capital (Total of line 2 thru 14)
18 LONG TERM DEBT
17 | Bonds (221} ] 268257
18 {Lass) Reacquired Bonds (222) 258-257
19 Advances from Associated Companies (223) 256-257
20 Other Long-Term Debt (224) 256-257
21 Unamartized Premium on Long-Term Deot (225) 258-259
22 | (Less) Unamorized Discount on Long-Tenn Debl-Dr (226} Z56.250
23 {Less) Currem Portion of Long-Termn Debt
24 TOTAL Long-Term Debt (Total of lines 17 thru 23)
25 OTHER NONCURRENT LIABILITIES
26 Obligations Under Capital Leases — Noncurrent (227)
27 Accumulated Provision for Property Insurance (228 1)
28 Accurmnutated provision for injuries and Darnages (228 2)
29 Accumulated Provision for Pensions and Benafits (228 3)
30 Accumulated Miscellanecus Operating Provision (228 4)
an Accumulated Provision for Rate Refunds (229!
32 Asset Retirement Culigations (230)
k] TOTAL Cther Noncurrent Liabilities (total of lines 26 thru 32)

FERC FORM NO. 2 (12-03) Page 112
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -127-
Nama of Respondernt This Report is: Date of Report Year of
O An Qriginal {Mo, Da, Yr} Report
O A Resubmission
Dec 31,
COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS) (Continued)
Line Title of Account Refarence Balance at End Balance at Endd
No. Page Number of Current Year of Pravious Year
{in dollars) (in dolars)
(a) {b} fc) i
N CURRENT AND ACCRUED LIABILITIES
35 Current Portion of Long-Term Debt
38 Motes Payahia {231)
a7 Accounts Payable (232)
as Nolas Payable to Associated Companies {233}
39 Accounts Payable to Associated Companies (234)
40 Customer Dapasits (235)
41 Taxgs Accrued (236) 262-283
42 tntarest Accrued (237)
43 Dividends Daclarad {238)
44 Matured Long-Tarm Dabt (229}
a5 Matured Interest (240)
48 Tax Collections Payable (241)
47 Miscallanegus Cument and Accrued Liabilities {242) 268
48 Obligations Under Capital L eases — Curtent {243)
49 Derivative Instrument Liabdities (244)
T 50 Darivative Instrument Liabilities - Hedgas {245)
51 TQTAL Cumrent and Accrued Liabilities (Total of lines 35 thru 50)
52 DEFERRED CREDITS
53 Customer Advances for Construction (252)
54 Accurnulated Deferred Investmant Tax Credits (255)
5 Deferred Gains from Dispasition of Utility Plant (256)
56 Other Deferred Credits (253) 269
57 | Other Reguatory Liabifities (254) 278
BE Unamortized Gain on Aeacquired Debt (257) 260
59
60
61

TOTAL Liabilities and Other Credits (Totat of lines 15, 24, 33, §1, and €Q)

FERC FORM NO. 2 (12-03) Page 113
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Federal Register/Vol. 68, No. 76/ Monday, April 21, 2003 /Rules and Regulations 19669
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2,2-A,and 6 -128-
Name of Respondent This Repart is: Date of Report Year of Report
O an Original (Mo, Da, Yr}
Decd1, __ _
O A Resubmission

STATEMENT OF INCOME FOR THE YEAR

1 Report amounts for accounts 412 and 413, Revenue and
Expanses from Litility Plant Leased to Qthers, in ancther utility column
{i,j) in a similar manner to a utility department Spraad the amount{s) over
lines 2 thru 24 as appropnate Include these amounts in columns (¢} and

2 Report amounts in discount 414, Other Utility Operating /ncome,
in the same manner as accounts 412 and 413 above

3 Report data for lines 7, 9, and 10 for Natural Gas companies using
accounts 404.1, 404.2, 404.3, 407 1, and 407, 2

(d} totals
) ( rs) (in dollars)
1 UTILITY OPERATING INCOME
2 Gas Operating Revanues (400} 300-301
3 Operating Expenses
4 Operation Expenses (401) 317325
5 Maintenance Expenses {402) 317-325
& Depreciation Expenses (403) 336-338
7 Depraciation Expense for Asset Retirament Costs (403.1) 338-338
:) Amontization and Deplation: of Utility Plant {464-405) 336-938
9 Amartization of Utiity Plant Acu Adjustment (406) J36-338
10 "cf,":;';"ffé?'}‘ )ol Proparty Losses, Unrecovered Plant and Regulatory Study
" Amortization of Conversion Expenses (407.2)
12 Regulatory Debits (407.3)
13 {Loss) Requlatory Cradits (407.4)
14 Taxes Other than Incame Taxes (408.1) 262-263
15 | Income Taxes - Federal {409.1) P62-263
16 Income Taxes — Other (408.1) 262-263
17 Provision of Deferred income Taxes (410.1) 234-235
13 {Less) Provision for Deferred Income Taxes -- Gredit (411.1) 234-235
19 Investment Tax Credit Adjustment — Net (411.4)
20 (Less) Gains from Disposition of Utility Plant (411.6)
21 Losses from Disposition of Utitity Plant (411.7)
22 {Lass} Gains from Disposition of Allawances (411.8)
23 Lossas from Disposition of Allowances (411.9)
24 Accretion Expense (411.10)
25 TOTAL Utility Operating Expenses (Total of lines 4 thru 24)
26 Net Utiiity Opsrating Incoma (Total of lines ? less 24)
{Carry lorward to page 116, line 27)
FERC FORM NO. 2 {12-03) Page 114
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19670 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -129-
Name of Respandent This Repan is: Date of Report ‘Year of Rapon
3 An Original (Mo, Da, Y1)
O A Resubmission Dec3t, _____
STATEMENT CF INCOME FOR THE YEAR {Continued}
Ling Title of Ascount Reference | Balance at End Balance at Eng
No. {a) NPa ] of Cuwrent Year of Previous Year
umbar (in doitars) [in dollars)
(b) {e) &
27 Net Utility Operating Incoma {Camier forward from page 114)
28 OTHER INCOME AND DEDUCTIONS
29 Other Income
30 Nonutiity Operating Income
KT ‘Aevanues form Marchandising, Jobbing and Cantract Work (415)
32 (Lass) Costs and Expanses ol Merchandising, Jobbing & Contract Work (416}
33 Fevenues from Nonutility Operations {417}
34 {Less) Expensas of Nonutllity Operations (417.1)
35 Nanoparating Aental Income
EL] Eguity in Eamings ot Subsidiary Companies (418.1) 119
kT Interast and Dividend Income {419)
< Allowance for Other Funds Used During Construction (419.1)
39 Miscellansous Nonoperaling Incoma {421)
40 Gain on Disposition of Property (421.1)
41 TOTAL Other lncome (Totat of lines 31 thru 40}
42 Other tncome Deductions
43 Loss on Disposition of Property (421.2)
a4 Miscaetlaneous Amorlization {425)
45 Miscellaneous income Deductions {426.1 thru 426,5) 340
46 TOTAL Othar incomne Deductions (Total of linas 43 thru 45) 340
47 Taxes Appiicable to Other Income and Deductions
48 Taxes Other than Income Taxes (406.2) 262-263
49 Income Taxes — Federal {408.2) 262-263
50 Income Taxes — Other (409.2) 262-263
51 Provision for Deferred Income Taxes (410.2) 234-235
52 {Less) Provision far Defemed Incama Taxes- Cracit (411.2) 234235
53 Investment Tax Credit Adjustments--Net {411.5} N
54 {Less} Investment Tax Credits (420)
55 TOTAL Taxes on Other Incoma and Deductions (Total of lines 46-54)
56 Net Othar Income and Deductions (Total of lines 41, 46, and 55}
57 INTEREST CHARGES
58 Intarest en Long-Term Debt (427)
59 Amontization of Debt Discount and Expensa (428) 258-259
BG Amortization of Less an Reacquired Debt (428.1)
81 {Less) A ization of Pramium on Debl-Credt (429} 258-259
62 {Less) Amortization of Gain on Reacquired Dedi- Creait {429.1)
2<] Intgrest on Debt io Associaled Companies (430) 340
64 Other tnterest Expense (431} 340
65 (Lass) Allowance for Borrowed Funds Uised Dunng Construebon-Credit {432)
66 Net Intarest Charges (Total of lines 58 mry 65)
57 Income Befors Extracrginary Hems [Total of ines 27, 35 and 66}
=) EXTRAQRDINARY ITEMS
69 Extracidinary Income (434)
70 {Less) Extraardinary Deductions {435)
7 Net Extraordinary Items {Tota! of line 63 iess 70}
72 mcome Taxes—Federal and Cther (409.3) 262-283
73 Extraordinary ltems after Taxes (Total of ine 71 Jess ne 72}
74 Net Incame (Total of lines 67 and 73)

FERC FORM NQ. 2 (12-03) Page 115 -



Response to PSC Question No. 56(c)
Page 170 of 376
Scott

Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations 19671
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -130-
Namae of Raspandent This Repart is: Date of Hepont Yaar of Report
0 AnCronal . M, s, ¥ Dect,
GAS PLANT IN SERVICE [ACCCUNTS 101, 102, 103, AND 108)
servca Semorany e tesed o a c’zmwomﬂm“wa‘:mz“
Accoum 101, Gas Plant in Service 8nd include tha anirigs in column (c) '
Cx"g:m"‘gé fAy atngu‘:‘c?\un?e%lgﬁgled Also'to be included in column (c) are mmes for
reversals of tentative distributions of prior year
Acrz?:sr:"ﬁﬁ 33’“&“:3&?’ 1%8 mpm raponaa in cnlmnn (b} Like wise, if the
' Not Ciassified-Gas has a significant amount of plant
-3 m in calumn @ and {d) 25 appr: rma ﬁmmm "1“?.335:: beoe'n n?e“yglnﬂr” ingude
Cgmf'"pr ﬂﬁm retiremants in colurn {d) a temative distribution of such
t: J‘nciude subsaguent measummenl revisions apgﬁmpgt'e%nonaga en_tTymlgdﬁ'?easn'awamtm tor
@ assel ratirement costs capitalized in accumulated depreciation is30n Inciude
calumn () adjustments alsa in column {d) revarsals of tentative
5. Enclose in parenthesis credit adjustmants of distrib of prior year's unclassified retirernent
plant accounts to indicate the negative effect of Attach emental staterment showing the
such accounts account distributions of theses tantative
classifications in coiunm (c} and (d),
Ling Account Balance at Additions
No @) Beginning of le}
Year
{b)
1 INTANGIBLE PLANT
2 301 Organization
3 32 Franchises and Consents
4 303 Misceilzneous Intangible Plant
5 TOTAL Intangible Plant (Enter Total of ines 2 thro 4)
] PRODUCTION PLANT
7 Natural Gas Production and Gathering Plant
] 325.t1  Producing Lands
9 325.2 Producing Leaseholds
10 3253 Gas Rights
11 3254 Rights-of-Way
12 325.5 Other Land and Land Rights
13 326 Gas Well Structures
14 327 Field Comp ¢ Station S
15 328 Fietd Measuring and Reguiating Station Equipment
15 329 Other Structures
17 a3e Producing Gas Walls-Well Construction
18 331 Producing Gas Walls-Well Equipment
19 332 Fiald Lines
20 333 Field Compressor Station Equipment
21 334 Field Maasuring and Regulating Station Equipment
22 335 Drilling and Cleaning Equipraent
23 336 Purification Equipment
24 337 Other Equipmant _
25 338 Unst ful E; ion and Development Costs
26 339  Asset Retirement Costs for Natural Gas Production and Gathering Plant
27 TOTAL Production and Gathering Plant (Enter Total ol linas B theu 28)
28 PRODUCTS EXTRACTION PLANT _
29 3a0 Land and Land Rights
0 a Structures and Improvements
k1] 342 Extracticn and Refining Equipment
32 343 Pipe Lines
33 344 Extracted Products Storage Equipment
34 345 Compressor Equipment

FERC FORM NO. 2 (12-03)
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19672 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Reguiations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -131-
Namg of Respondent This Repost is: Date of Raport Year of Report
O AnOriginai {Ma, Da, Y1} Dec31, ____
0 A Resubmigsion
GAS PLANT IN SERVICE (ACCOUNTS 101, 102, 103, AND 10€) (Continued)
Lline Account Balanca at Additions
Na {a) Beginning of i©)
Year
{b)

as 3456  Gas Maasurng and Regulating Equiprment

36 347  Cther Equipment

a7 348 Asset Retirement Costs for Products Extraction Plani

38 TOTAL Products Extraction Plant (Enter Total of lines 29 thru 37)

as TOTAL Natural Gas Preduction Plant (Enter Total of lines 27 and 3_5)

40 Manufactured Gas Production Plant {Submit Supplemantary Statemant)

at TOTAL Production Plant (Enter Total of ines 39 and 40)

42 NATURAL GAS STORAGE AND PROCESSING FLANT

43 Underground Starage Plant

44 3501 Land

45 3502 Rights-of-Way

46 351 Struclures and Mprovements

47 352 Walls

48 352.1 Storage Leaseholds and Rights

49 352.2 Resarvois

3523 Non-tecoverable Natural Gas

353  Lines

354 Compressor Station Equipment

355  Measuring and Regulaling Equipment

356 Purification Eguipmant

357  Other Equipment

358  Assat Retirement Costs for Underground Storage Plant

TOTAL Underground Storage Plant {Emer Total of lines 43 thru 56)

359  Other Storage Plant

360  Land and Land Rights

367  Struclures and Improvernents

32  Gas Halders

353 Purification Equipmant

363.1 Liquefacton Equipment

363.2 Vaporizing Equipment

3632 CompressorEquipment

363.4 Measuring and Ragulating Equipment

3635 Other Equipment

362.6 Asset Ratirement Costs lor Other Storage Plant

TOTAL Other Storage Plant (Enter Total of lines S8 thy 63)

Basa Loac Liquelied Natural Gas Terminaling and Protessing Plant

364.1 Land and Land Rights

3642 5 and Imp s

3643 LNG P ing Terminal Equpment

3644 LNG Transportalicn Equpment

364.5 Maasuring and Regulating Equiprment

3646 Compressor Station Equipment

364.7 Coarmmunications Equipment

3645 Other Equipment

364.9 Assat Reti | Costs for Base Load tied N inati
angaP we%gnprag's or Base Liquetieq Natural Gas Terminating

TOTAL Base Load Liquetied Natural Gas Terminaiing and Processing Piant
(Linas 71 ity 78 g o

TOTAL Natural Gas Storage and Processing Plant {Total of Wnes 57, 69 and 80)

THANSMISSION PLANT

365,1 Land and Land Rights

3652 Aight-ol-way

366 Structures and improvements

FERC FORM MO. 2 (12-02)
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Name of Respondent This Report is: Date of Report Yearol R
o 0 An 33‘9"""! . {Ma, Da, v5° Dec 3, r
O A Resubmission
GAS PLANT IN SERVICE [ACCOUNTS 101, 102, 103, AND 106) {Continued)
Lina Actount Balance at Additions
No ta) Beginning of Year (ch
{b}
36 367 Mains
87 368 Compreasor Station Equiprent
88 369 Measuring and Regulating Station Equipment
89 370 Communication Equipment
50 371 Other Equipment
gt 372  Asset Retiremeant Costs for Transmission Plant
92 TOTAL Transmission Plant (Entar Totals of lines 832 thru 91)
93 : DISTRIBUTION PLANT
54 274 tand and Land Rights
95 375 Structures and Improvemnents
96 376 Mains
97 377 Compressor Station Equipment
98 378 Masasuring and Reguiating Station Equipment-General
o] 379 Measiring and Reguiating Station Equipment-City Gate
100 380 Services
101 381 Metars
102 332 Meter instaliations
103 383 House Regulators
104 384 House Regulator Installations
105 385 Industrial Measuring and Ragulating Stalion Equipmant
106 386 Other Property on Customers” Pramisas
107 387 Other Eguipmant
108 388 Asset Aetirement Caosts for Distribution Plant
109 TOTAL Distribution Plant {(Entes Total of lines 84 thru 108)
1110 GENERAL PLANT
11 389 Landg and Land Rights
112 390 Structures and Improvements
113 391 Offlce Fumiture and Equipement
114 392 wansportation Equipment
115 383 Stores Equipment
116 384 Tools, Shop, and Garage Equipmant
117 385 Labaratory Equipment
118 396 Power Operated Equipment
118 397 Communication Equipment
120 398 Miscellaneous Equipment
121 Subtotal {Enter Total of nes 117 th 120)
122 399 Other Tangible Progerty
123 359.1 Assat Retirement Costs for General Plant
124 - TOTAL General Plant (Enter Total of hnes 121, 122 and 123)
125- TOTAL {Accounts 101 and 10E)
125 Gas Plant Burchased (See Instruction B)
127 fLess) Gas Plant Sold {See Instruction B}
123 Experimantal Gas Flant Unclassified
129 TOTAL Gas Plant in Service (Enter Total of linas 125 thru 128) | l
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations

Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6

-133-

Name of Respondent

This Reportis:
0 An Original
0 A Resubmission

Date of Report
(Mo, Da, Yr}

Year of Report
Dec 31,

ACCUMULATED PROVISION FOR DEPRECIATION OF GAS UTILITY PLANT (ACCOUNT 108)

3 The provisions of Account 108 in the Uniform Systern of

such plant is remaved from service {f the respondent has a

1 Explain in a footnote any important adjustments during year
2 Explain in a fooinote any difference between the amount for ook cost of
plant retired, fine 11, column {(c), and that reported for gas plant in sarvice,
page 204-209, column (d}, exclding retirements of nondepreciable property

Accounts require that retirements of depreciable plant be recorded when

significant amount of plant retired at year end which had not been
recorded and/or classified 10 the various reserve functional
classifications, make pretiminary closing entries to tentatively
functionalize the book cost of the plant retired In addition, in¢iude ali
costs included in ratirement work in progress at year end in the
appropriate furctional classifications

4 Show separately interest credits undar a sinking find or similar
method of depraciation accounting

5 Atlines 8 and 15, add rows as nacessary to report all dats
Additional rows should be numbered in sequence, a g, 8. 01, 8.02, efc,

Line Ham Total Gas Plant in Gas Plant Gas Plant Leased
No c+d+a) Service Heid for o Others
{a) (¢) ic) Futwre Use (@)
{d)
Section A. BALANCES AND CHANGES DURING YEAR

1 Balance Beginning of Year
2 Depraciation Provisions for Year, Charged to
3 {403} Depreciation Expense
4 {403 ngpracit:ugngsxpense for Asset
5 {413) Expanse of Gas Plant Leased 1o Ohers
[ Transportation Expenses - Clearing
7 Other Clearing Accounts
8 Other Clearing (Specify}:
[-Xe}}
[} T&L.:leehem?anm Provision For Year (Total of
10 Net Charges for Plant Retired:
n Book Cost of Plant Retired
12 Cuost of Removal
13 Salvage (Credit)
14 TOTAL Nat Charges for Plant Retirements (Totat

of Lines 11 lhru%] .
15 Other Debit or Credit lterns (Describa):
15.0t
16 Boak Cost of Assat Relirament Costs
17 Balance End of Year (Total of lines 1,9, 14, 15,

and16}

Saction B, BALANCES AT END OF YEAR ACCORDING TO FUNCTIONAL CLASSIFICATIONS
1B Productions-Manufactured Gas
19 Production and Gatharing -Natural Gas
20 Products Extracticn-Natural Gas
21 = Underground Gas Storage -
2 - Other Storage Plam
23 Base Load LNG Temminating and Processing
Plant

24 Transmission
25 Distribution
26 General
27 TOTAL (Taotal of lines 18 theu 26}

FERC FORM NO. 2 (12-03)
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Name of Respondent This Report is: Date of Report Year of Report
O An Qriginal (Mo, Da, Yr} Dec 31
O A Resubmission '
DEFRECIATION, DEPLETION, AND AMORTIZATION OF GAS PLANT (ACCOUNTS 403, 403.1,
404 1, 404 2, 404 2, 405)(Except Amom'zaﬁan af Acquisition Adjustments)
Il
re%o at on nsa B amou“ d of ° ecflaorﬁ Eél%onlg mr}éa%ﬁﬂgerg{gglgrbela
PFort on he ac Es n xcated an cFmPo more
|e accordmg to ncnona 3 an atﬁco bacc§l:£_t or
k
Pma}, s wv,fsni LR
Section A. Summary of Depregiation, Depiletion, and Amortization Charges
Line Functional Classification Depraciation Dapreclaug; Amoamnz:hon Nﬂofgfnmn
No Expeanse Em::::t bepletion of Undenground
(a) {Account Ratirement Production Stora
403) (m: Lang o o mwﬂ ™
®) 403.1) Rights (Account 404.2)
{c) (Accoua!) 404.1) (@)

Intangible plant

Production plant, manufactured gas
Production and gathering plant, natural gas
Products extraction plant

Undermround gas storage plant

Other storage plant

Base load LNG lerminaling and processing
plant

~l B o] ]l -

8 Transmission plant
B Distribution plant
10 Genaral plant

11 Common plant-gas
12 TOTAL

FERC FORM NO. 2 (12-03) Page 336
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2,2-A, and 6 -135-
Name ot Respondent This Heport is: Date of Heport Yedr of Hepor
0 An Original (Mo, Da, Yr) Dec 31,

[0 A Resubmission

DEPRECIATION, DEPLETION, AND AM

ORTIZATION OF GAS PLANT (ACCOUNTS 403, 403.1
404 1, 404 2, 404 3, 405) (Except Amortization of Acquisition Adjustments) (Continued)

obtained It avera

Where the unit:

balances are used, state the mathed of

averaging used Far eolumn (g) n available information
for aacn plant functional classi 4 %mggn umn {a) if
composita ation repoﬂ available

mr?r?nlm called for in columns :E:) and (d on this basis
-of-production mathod is

to determine de| iatimdumes shown in a foctnote any
revisions made g ted Gas resel
ad%mggmawns fo{'g:prp'mimmbym made dng}ng the year in
recia
rates, state in ep amnums anﬂ mtu m
provisions and lhe plant itemns to which

Ssc‘tion A, Summary of Degreciation, Depletion, and Amartization Charges

Amoartization of
Other Gas Plant
{Account 405)
@

Total
{blog)
)

Functional Classification
(a)

Ling

Intangible plant

Production plant, manufactured gas

Production and gatharing plant, natural gas

Products extraction plant

Undarground gas storage plant

Other storage plant

Base Load LNG teminaling and procesaing plant

Transmigsion plant

Distribution plant

wlelHo|ln]a]wln) -

General plant

Commen plant-gas

TOTAL

FERC FORM NO. 2 (12-03)
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Appendix C Revised Schedules for FERC Forms 1, 1-F, 2,2-A. and 6 -136-
Name of Respondent This Repert is: Date of R eport Year of Report
O An Original {Mo, Da, ¥r)
O A Resubmission Dec3t, ___
COMPARATIVE BALANCE SHEET {UIABILITIES AND OTHER CREDITS)
Line Title at Account Relerence Balance at End Balance at End
Na. Page Number of Gurrent Year of Previous Year
{in dallars) {in dollars)
(a} (b} ) {d)
1 PROFRIETARY CAPITAL
2 Common Stock issued (201} 256-251
3 Preferred Stock [ssued (204) 250-281
4 Capital Stock Subscribed (202, 205) 252
5 Stock Liability for Canversion (203, 206) 252
[ Premium on Capital Stock (207) 252
7 Oither Paid-In Capital (208-211) 253
8 Instaiiments Received on Capital Stock (212} 252
) (Lass) Discourt on Capital Stock (213) 254
10 (Lass} Capitad Stock Expensa (214) 284
1 Retained Earnings (215, 215 1, 216} 118-119
12 Unappropriated Undistributed Subsidiary Eamings (216.1) 118119
13 {Lass) Reacquired Capital {(217) 250-251
14 Accumulated Other Comprahensive Income (219) 147
15 | TOTAL Propristary Capital (Tctal of fine 2 thru 14)
16 LONG TERM DEBT
17 | Bonds (221) 256-057
18 (L83ss) Reacquired Bonds (222) 256-257
19 Advances from Associated Companies (223) 256-257
20 Other Long-Term Debt (224) 256-257
21 Unamortized Premium on Long-Tenm Dabt (225) 258-259
22 | (Less) Unamortized Discount on Long-Term Debt-Dr {226) 258-259
3 {Less) Current Portion of Long-Term Debt
24 TOTAL Long-Term Debt (Total of lines 17 thru 23}
25 OTHER NONCURRENT LIABILITIES —
26 Ohbligaticns Under Capital Leases — Noncurant {227}
27 Accumulated Provision for Property Insurance (224.1)
28 Accumulated prevision for Injuries and Damages {(228.2)
29 Accumuiated Provision for Pensions and Benefits {228.3)
30 Accumulated Miscellanesous Operating Provision (228.4)
at Accumutated Provision for Rate Pefunds {229}
a2z Asset Retirement Obligations (230}
33 TOTAL Other Noncurrent Liabiities (Total of lines 26 thru 32) _

FERC FORM NO. 2-A {12-03)
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19678 Federal Register/Vol, 68, No. 76/Monday, April 21, 2003 /Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -137-
Name of Respondent This Report is: Date of Report Year of Report
O An Original (Mo, Da, Yr)
O A Resubmission Dec31,____
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS) (Continued)
Line Title of Account Reference Balance at End Balance at End
Ma. Page Number of Current Year of Previous Year
(in doliars} {in doliars)
(a} o} ic) @

T CURRENT AND ACCRUED DABILITIES

35 Curmrent Portion of Long-Terrn Debt

36 Notes Payable (231)

k1 Aceounts Payable (232)

38 | Notes Payable 1o Associated Companias (233)

as Accounts Payabla to Associated Companies (234)

40 Customer Depasits (235)

a1 | Taxes Accrued {236) 262263

42 | Intarest Accrued (237)

43 Dividends Declared (238)

44 | Matured Long-Term Debt (239)

45 Matured Interast (240}

45 Tax Cuoilections Payabla (241)

47 Misceitaneous Current and Accrued Liabilities (242) 268

48 Obligations Under Capital Leases -~ Current EEE}

49 Derhative Instrument Liabillties {244)

50 Derivative Instrument Liabilities - Hedges (245}

S1 TOTAL Current and Accrued Liabilities {Total of lines 35 thru 50)

52 DEFERRED CAEDITS

53 . | Gustomer Advances for Canstruction (252)

54 Accumulated Delemred Investment Tax Credits (255}

55 Defemed Gains from Dispasition of Utility Plant {256)

56 | Other Delerred Credits (253) 259

57 Other Regulatory Liabilites (254) 278

58 Unamortized Gain on Reacquired Debt (257) 260

59 Accumulated Deferred Income Taxas (261-283)

60 TOTAL Deiemed Credits {Total of linas 53 thru 59)

] TOTAL Liabilities and Other Credits (Towi of lines 15, 24, 33, 51, and 60)

FERC FORM NO. 2-A {12-02)
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3 A Resubmission

Dac 31,

STATEMENT OF INCOME FCR THE YEAR

1 Report amounts for accounts 412 and 413, Revanue and
Expenses from Uity Plant Leased to Othars, in ancthar utility eolumn (i)
i a simjlar manner 1o a utility department. Spread the amount({s) over
lines 2 thrt 26 as appropriate. Include these amounts in columna (c) and

2 Report amounts in discount 414, Cther Utility Operating Income,

in the same manner as accounts 412 and 413 abave

3 Report data for lines 8, 10, and 11 for Natrral Gas companies using
acecounts 404 1, 404 2, 404.3, 407.7, and 4072

{Carry forward to page 118, line 27)

(d) totals
Line Title of Account Reterence Balance at End Balance at End
No. @ NF‘a e ot &#g&nl;; )ear Pravious Year
{in doilars
) {€) {0
1 UTILITY OPERATING INCOME
3 Gas Operating Revenues (400) 30301
3 Operating Expenses
4 | Operation Expenses (401) 217-325
5 Maintenance Expenses (402) 317-325
5 Cepraciation Expense (403) 336-338
7 Dapraciation Expense for Asset Retiremant Costs (403.1) 336-138
8 Arnortization and Depletion of Utility Plant {404-405) 335238
3 Ammartization of Utility Plant Acquisfion AGjustment {406} 336-338
10 Amon ot Prop Lazses, Unrecovered Plant and Reg Study Costs
{407.1)
1" Amortization of Conversion Expenses (407.2)
12 Regulatory Debits {407.3}
13 {Less) Regulatory Credits {407.4)
14 Taxes Other than Income Taxes (408.1) 262.263
15 Income Taxes — Fedaral {409.1} 262263
16 . ! Income Taxes - Other {409.3) 262-263
17 Provision of Deferrad income Taxes (410.1) 234-235
18 {Lass) Provision for Delarred Income Taxes -~ Credit {411.1) 234.235%
15 Investment Tax Credit Adjustment — Ne1(411.4)
20 (Less} Gains from Disposition of Utility Plant (411.8)
21 Losses from Disposition of Utility Plant (411.7)
22 {l.ess) Gains from Disposition of Aliowances (411.8)
23 Losses from Disposition of Allowances (411.9)
24 Accretion Expense (411.10)
25 TOTAL Utility Oparating Expenses (Total of lines 4 thru 24)
26 Net Lhitity Cperating income (Total of lines 2 less 25)

FERC FORM NO. 2-A (12-03}
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19680 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -139-
Name of Respondent This Report is: Date of Report Year of Report
a An Original (Mo, Da, Yr)
o A Resubmission Dec 31,
STATEMENT OF INCOME FOR THE YEAR (Continued)
2in in & footnote i the previous year's figures are ditferent 3 If the columns ara insuflicient for reporting additional ul nz
!mm @ reported in prior reports depariments, ly the riate account tiles, ines 2 to 26, and
—_— raport the information on page 122 or i a supplemental statarnsnt.
Coront Vs, Frongus Yoor Clmart Yogr Gt Yobr SomentTear | Provious Yeur
{in doliars) {in deilars) {In dallars) (in callars) (in dallars) {in dollars)

1
2
3
4
5
&
7
8
9
10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

FERC FORM NO. 2-A (12-02) Page 115
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations 19681
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -140-
Name of Respondent Tris Report is: Date of Report Year of Aeport
O an original Mo. Ga. ¥y Dec31, ____
D A Resubmission
STATEMENT OF INCOME FOR THE YEAR (Continued)
Line Title of Account Reference Balance at End Balance at End
Ne- ® - B A G I
)
L] [} (d)

27 Nai Utitity Operating Income (Camier forward from page 114}

28 OTHER INCOME AND DEDUCTIONS

29 Other Income

30 Nonutility Operating Income

ER Revanues form Marchandising, Jobbing and Contract Work {415)

3z fLess) Costs and Expensa of Merchandising, Job & Contract Work (415.1)

3 Revenues from Nonutility Cparations (417)

") {Lass} Expentes of Nonuliity Operations (417.1)

as Nonoperating Rental Income

36 Equity in Eamings of Subsiciary Companias (418.1) 19

37 jnterest and Dividend Income (419}

38 Allowance for Cther Funds Used During Construction (419,71}

kE] i sous Nonoparating Incoma (421)

40 Gain on Disposition of Property (421.1)

41 TOTAL Other Income (Total of lines 29 thru 4¢)

42 Other Income Deductions.

43 Loss on Dispesition of Property (421 2)

44 Miscafianecus Amonization (425)

45 Miscal [ Dax 1426.1 thru 426.5) 340

46 TOTAL Other incoma Deductions (Total of lines 43 thru 45) 340

47 Taxas Applicabila to Other Income and Deductions

43 Taxes Other than Income Taxes (4062) 262-283

49 income Taxes — Federal (409.2) 262-263

S0 income Taxes -- Other (409.2) 262-263

51 Frovision far Delerred Income Taxes (410.2) 234235

52 {Less) Provision for Deterred Income Taxes-Credit {410. 2) 234.235

53 Investmant Tax Credit Adjustments—Nal {411.5)

54 {Less) Investmant Tax Cradits (420}

55 TOTAL Taxes an Other Income and Deductions (Total of lines 48-54)

56 Nat Other income and Deductions (Total of lines 41, 46, ang 55)

57 INTEREST CHARGES

58 Interast on Long-Tarmn Debt (427)

59 Amortization of Debt Disc and Expense (428) 258-259

80 Amontization of Loss on Aeacquired Debt (428.1)

51 (L.#ss) Amartization of Premium on Debt-Credit (428) 258-259

62 (Less) Amortization of Gain on Reacquired Debt-Gredit (429.1)

63 Interest on Debt to Associated Companies (436‘) 340

64 Other Interast Expense (431) 3406

&85 {Less) Ahowance for Borrowed Funds Used During Construction- Cradit r

86 Nat interest Charges {Total ol lines 58 thnu 65}

&7 Income Beiore Extraordinary ems (Total of lines 27, 56 and 56)

&8 EXTRAORDINARY ITEMS

689 Extraordinary incoma (434)

70 {Less) Extraordinary Deductions (435)

kg Net Extraordinary tems (Totat of ling 69 less 7Q)

72 Income Taxaes—Federal and Cther (409.3) 262-263

73 Extragrdinary ftems after Taxes (Total of tine 71 less line 72)

74 Nat Income (Tatal of lines 57and 73}

FERC FORM NO. 2-A (12-03) Page 116
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19682 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations
Appendix C Revised Schednies for FERC Forms 1, 1-F, 2, 2-A, and 6 -141-
Name of Respondent This Heporl _is: Date of Aeport Year of Report
B M Halssion Mo, Da, ¥t} Decat, ___
GAS PLANT IN SERVICE (ACCOUNTS 101, 102, 103, AND 106}
oL I S Sy i st B e T T
fis page and e nex nclude Account 102, Ga ) ' m'%ﬁ,r%ﬁ:mm e e '
Furchased or Soid N Experimental as Plan‘!% o T LS T fospondent has a &
Unciassified. and Account 106, Completed Constction tot ol :ﬁg'.‘f‘“ ag. it e respondent has a Significar
mgﬂ,.g':ﬁa  onnn €)% (9,22 spprprals corectons of B ol A B B B B
equant measurement revisions. 1o Torial Saget witn EW"’ sontra eg% Jo ihie account for gecum ulaled
prec SN & also in oolumn rwe
dm“azm ) e aE L o T ieslative diaubuions of pror years unci
foraman Gost in cdurmi J d?st?ﬁcbmmglmm = damg%:ﬂﬁ T (c nd
4 Enciose in paxemhesns credit usfmants plan 1 }a
acpounts fo indicate the negative atfect ot such accounts 4
L A::n‘::)unt Bengﬁ'l"ll‘llngcgfa‘}unr Mdfc")“"
(0]
1 INTANGIELE PLANT
2 EGL Organization
3 302 Franchises and Consents
4 303 Miscellanecus Intangible Plant
s TOTAL Intangibte Plant (Enter Total of lines 2 thru 4)
L] PRODUCTION PLANT
7 Natural Gas Production and Gathering Plant
B 325.1 Producing Lands
S 325.2 Produting Leaseholds
10 3253 Gas Rights
" 325.4 Rights-ol-Way
12 325.5 Other Land and Land Rights
13 326 Gas Well Structures
14 327 Field Compressor Stalion Stuctures
15 328 Figld Measunng and Regulating Station Equipment
16 320 Other Structures
17 330 Producing Gas Wells-Well Construction
18 a1 Producing Gas Wells-Weil Equipment
19 332 Field Lines
20 333 Field Compressor Station Equipment
21 334 Field Measuring and Regulating Station Equipment
22 335 Drilling and Cleaning Equipment
3 336 Purification Equipment
24 337 Other Equipment
25 338 Unsuecesstul Exploration and Development Costs
26 339 Asset Retirement Costs for Nawurat Gas Production & Gathering Plant
27 TOTAL Preduction and Gathering Plant (Enter Total of lines B thru 26)
28 PRODUCTS EXTRACTION PLANT
29 340  Land and Land Sights -
30 Y3 Structures and Improvements
M- 342 Extraction and Refiring Equiprmant
32 M3 Pipe Lings
33 344 Extracted Products Storage Equipment
k1 345 Compressor Equipment

FERC FORM NO. 2-A {12-03)
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Federal Register/Vol. 68, No. 76/Monday, April 21, 20603/Rules and Regulations 19683
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -142-
Name of Respandent This Report is: LDate of Report ‘Year of Report
O An Original (Mo, Da, ¥r) Dec 31
O A Resubmission N
PLANT IN SERVICE (ACCOUNTS 101, 102, 193, AND 106 {Continued)
dlstnatons of s amourts Cadi Sreernes it PARARy account Qas oo oo o 1 deors Or cecis 1
aba_ve instructions and the taxts of Account 121 and 106 will . B. For Account 99 state the natune and use of plant
B et assere Y epRqants sponad amouhlor o e At el 2 Aol
A ‘Shnw hyoolwnn (l? meclas: hrs siut:':\ﬁI lant ccr:ynfanni to mu_rpqr.gﬁremem of ﬂ'fea m
3?%%&"‘8?“2‘%;@%”&?&"" ”’§n iene cﬁang&' T ACount 105, o 08 prb mm%".&‘o?%
gﬁlsgm!gg zné’f:i%'a"r%“n'é‘a’é‘?’ﬂim I“h.w:l g n o umn (e] gfsoposqdvjeg:fn?l egmesm v o d"ﬁ.legf wrﬁ.xmﬂ?:t gg%"m
gm acqms mmmcg“ﬁ%atgg provi e%uured by the Uindorm Systsm of Accounts, gve dm:"é?"
F!ehre&';\ents Adius‘g;lents Tra?ﬁiers :.:am: :air Li{]'::e
g}
1
2
3
4
E)
8
7
L]
]
10
11
12
13
14
15
16
17
18
19
. 20
21
22
23
24
25
268
27
23
29
30
31
3z
33
34
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19684 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F,2,2-A,and 6 -343-
Name of Respondent This Report is: Date of Report Year of Report
O An Griginal {Ma, Da, Yr) Dec 31,
0O A Resubmission
GAS PLANT N SERVICE {ACCOUNTS 101, 102, 108, AND 106} {Continued)

ib)

346  Gas Measuring and Regulating Equipmant

347  Other Equipment

348 Asset Retirement Costs for Products Extraction Plant

TOTAL Pratucts Extraction Fant (Entar Total ol lines 29 thru 37)

TOTAL Natural Gas Production Plant (Enter Total of lines 27 ana 38)

Mant Gas P ion Piart (Submit Suppiemeneary Statermant)

TOTAL Production Plant (Enter Totat of lines 39 and 40)

MATURAL GAS STORAGE AND PROCESSING PLANT

Underground Storage Plant

3s0.1 Land

3502 Rigs-of-Way
351 S and Imp
352 Wails

352.1 Siorags Leaseholds and Rights

352.2 Reservaits

352.3 Norerecoverabls Natural Gas

S B EA B B E ot B BT BA B B B B

353 Lines

354 Compressor Station Equiprnent

355 Measwing and Regulaling Equipment

356  Purification Equipment

357  Other Equipment

358  Asset Retirement Coss far Underground Storage Plant

TOTAL Underground Storage Plant (Enter Total of inas 44 thru 56)

Other Storage Plant

360 Land and Land Fights.

361 Structures and improvements

362 Gas Holders

383  Purification Equipment

363.1 Liquetaction Equipment

363.2 Vaporizing Equipment

363.2 Compressor Equipment

3634 Maasuning and Regulatng Equipment

57

363.5 Othar Eguipmant

&8

383.6 Asset Relirement Casts lor Other Storage Plant

89

TOTAL Other Starage Plant (Enter Total of lines 59 thru 68)

Kl

Base Load Liquefied Natwal Gas fermenating and Processing Plant” -

n

384.1_Land ang Land Rights

¥z

364.2 Structures and Improvements

73

3643 LNG P g Terminal Equip

14

3644 LNG Transponation Equipmen

=75

3645 Measuring and Regulatng Equipiment

- 78

364.6 Compressor Station Equipment

r

3647 Communications Equipment

78

3648 Othar Equipment

79

364.8 Assat Retirernant Costs for Sase Load Liguefied Natural Gas Terminaling and Processing Piant

8O

TOTAL Base Load Liquefied Natural Gas, Temminating and Processing Plant (Lines 71 thru 79)

8t

TOTAL Natyral Gas Storage and Processing Plant {Total of fines 57, 69 and 80)

a2

TRANSMISSION PLANT

83

355.1 Land and Land Rights

&4

365.2 Rights-ol-Way

as

366 Structures and Improvemenis

FERC FORM NQ. 2-A (12-03) Page 206
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations 19685
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -144-
Name of Respondent This Report is: Cate of Report Year of Report
Q An Original (Mo, Da, Yr} Dec 31, _____
1 A Ras isgion
GAS PLANT IN SERVICE {ACCOUNTS 101, 102, 103, AND 106) (Continued)
Raﬁr(agems Adjusiments. Transters Balance at Line
te) i End of Year No
{9)
3
36
37
—
30
20
41
2
43
a4
45
45
7
48
—

I

4 Fy

zalazamw

R L E HE E R E

FERC FORM NO. 2-A (12-03)
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19686 Federal Register/ Vol. 68, No, 76/Monday, April 21, 2003/Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -145.
"Name of Respondent This Repon 8: aie of Heport Year of Report
O An Original {Mo, Da, Y1) Dee 31
{1 A Resubmission P
GAS PLANT IN SERVICGE (ACCQUNTS 101, 102, 103, AND 106) (Continued
Line Account Balance at Additions
No @ Beginning of Year <
{b)
86 367 Mains
a7 368 Compressor Station Equipment
88 369 Measuring and Requlating Station Equipment
89 370 Communication Eguipment
20 371 Other Equipment
N 372 Asset Retirement Costs for Transmission Plant
o2 TOTAL Transmissian Plant (Enter Totaks of Ies 83 thrz 91)
93 DISTRIBUTION PLANT
94 374 Land and Land Rights
95 a75  Structures and Improvemants
96 376 Mains
a7 377 Compressor Station Equipment
o8 378 Measuring and Reguiating Station Equipment-Generat
°d 379 Measuring and Regulating Station Equipment-City Gate
100 380 Services
101 381  Maters
102 382 Meter Instailations
103 383 House Regufators
104 384 House Regulator Instaliations
105 385 Industrial Measuring and Regulating Station Equipment
106 386 Other Property on Customers’ Promises
107 387 QCiher Equipment
108 388  Aasset Rebtremant Costs for Distribution Plant
109 TOTAL Distribution Plant (Enter Total of lines 94 thru 108}
110 GENERAL PLANT
111 389 Land and Land Rights
112 350 Stuctures and Improvernents
113 351 Office Fumiture and Equipment
114 392 transportation Equipment
115 393 Stores Equipment
116 394 Tools, Shop, and Garage Equipment
"7 385 Laboratory Equipment
118 396 Power Oparated Equipment
1ig 357 Communication Equipment
120 398 Miscellaneous Equipment
121 Subtotal {Enter Total of lines 111 thru 120} -
122 388  Other Tangible Proparty
123 399.1 Assal Retirement Gosts for General Flant
124 TOTAL General Plant {Enter Total of lines 121, 122 and 123}
125 TOTAL (Accounts 101 ard 106}
126 Gas Plant Purchased (See Instruction 8}
127 fLess) Gas Plant Sold [See Instruction )
128 Exparimental Gas Plant Unclassitied |—
129 TOTAL Gas Plant in Service {Enter Tolal of lines 125 thru 128) [ |

FERC FORM NO. 2-A (12-03) Page 208
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Federal Register/ Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations 19687

Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -146-
‘This Heport is: ate of Aeport “Year of Repof

O An Originaj (Mo, Da, Yr)
O A Resubmission Dec 31,

GAS PLANT IN SERVICE (ACGOUNTS 101, 102, 103, AND 106 Continued)
Flem'e‘;nenis Acius(giuams Tmﬁlers Erﬂa?g:‘?a?alr hﬁ;g

Name ol Hespondent

{d)

98

3101

107
108
109
110
11
112
113
114
115
116
117
118
119
120
121

123
124
125

1zZ7
128
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19688 Federal Register/Vol. 68, No. 76 /Monday, April 21, 2003 /Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -147-
Name of Hespondent This Heportis: Date of Repart Year of Heport
O An Original {Mo, Da, Yr) Dec3t, ____
O A Resupbmission
ACCUMULATED PROVISION FOR DEPRECIATION OF GAS UTILITY PLANT (ACCOLINT 108)

EE@IE:R :2 g Img gnﬁ '“ﬂ?.?"mi ad]usu'nenul‘!a during egr ﬁiﬁ%ﬂ. amount of plam md at year und whuch had not
Pc?r“;';‘a‘é".?mﬁ. iﬁ' 32:»1%%’.’&' e:;o‘d-mum" M'n (), emiﬁm mnta'z?v"aeh'{ fﬁ%ﬁl@hﬁgﬁt of ge plam falll’g::le?nm
retirgrants of nondepreciable proRerY e Liniform System of Sﬁ&“‘gs;}j& R e o e ot o
Accoums uire lhal retirements ot d precsablq nt be clas: aﬁu
F‘é'éSE"n%‘ém ::ssm plantis removed ftthe smlar m ?tegy :'gtg;?%n%rd or a sinking fund or

sta Add sﬂm be num%ered in éﬁu’gggg ae'"g,
8.01. B.OZ, eic.
e % ey | A | Spme | ophe
0] Serl\rl"ica for Gusgjre o om“
(c) (d
Section A.  BALANCES AND CHANGES DURING YEAR
1 Balance Baginning of Year
2 Depreciation Provisions for Year, Charged 10
3 {403) Depreciation Expense
4 {403.1) Depreciation Expense for Assat Rotirement Costs
5 {413) Expense of Gas Plant Leased to Others
] Transponation Expenses - Clearing
7 Cther Clearing Accounts
8 Other Clearing (Specify):
8.01
9 TOTAL Depraciation Provision For Year (Totat of lines 3 thru 7}
10 Net Charges for Plant Retired:
1 Book Cost of Plant Relired
12 Cost of Removal
13 Salvaga (Credil)
14 TOTAL Net Charges for Plant Ret. (Total of lines 11 thru 13)
15 Other Debit or Credit items (Describe):
15.01
15 Book Cest of Asset Retifement Costs Retired
17 Balance End of Year (Total of lines 1, 8. 14, 15 and &)
Section B. BALANCES AT ERD CF YEAR ACCORDING TO FUNCTIONAL CLASSIFICATIONS
18 Preductions-Manutactured Gas
19 Production and Gathering -Natural Gas
20 Products Extraction-Natural Gas
21 Undarground Gas Storage ~
22 Other Storage Plant
23 Base Load LNG Terminating and Processing Plant
24 _ Transmission
25 Distribution
28 Generai
27 TOTAL (Total of lines 48 thru 26)

FERC FORM NO. 2-A (12-03) Page 219 [Next page is 232]
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Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations

Appendix C Revised Schedules for FERC Forms 1, I-F, 2, 2-A, and 6

Page 188 of 376
Scott
19689
-148-

ame of Raespondent This Heport |s:
{1) o An Original
{2) b A Resubmission

Date of Heport
{Mo, Da, Yr}

Year of Report.
Dec. 31,20___

LIST OF SCHEDULES

Enter in column (G) the terms "hone,’ 'hol applicabie,” of 'NA,” as appfopriale, where no information or amounts
have been reported for certain pages. Omit pages where the responses are “none,” *not applicable,” or "NA”

~ Heference Date Hem,
Titie of (Saj:hedule Page No. Revised o
2] (c}

GENEHAIE:CORI":ORATE INFOE!#S'I'ION AND
General Information + T ANCIAL STATEMENTS 101 ED 1291
Control Over Respondant . ... ... ..o iavreannmannaeeanarnass 102 REV 12-95
Companies Controlled by Respondent . . ................vvvvint 103 NEW 12-95
Principal General Officers . ...... ... iiiiiii i 104 ED 12-91
DITBGIOMS . o oottt veeenasarmaarnaenansansnannnrnesaaennan 105 REV 12-95
important Changes Duringthe Year ... ........ ..o iinot 108-109 REV 12-985
Comparative Balance Sheet Statement . ................... ... 110-143 REV 12-02
Income Statement e Comrahansive income an S iodeing 114 REV 12-02
e B A ed o e A e | ms@) | NEW 1202
Appropriated Relained NCOME . . . . ... ocveveuisrinranrncennnnns ne REV 12-35
Unappropriated Retained Incoma Statement .. ................... ns REV 12-95
Dividend Appropriations of Retained Income ................0L0. 118 REV 12-95
SHABMENt O CASH FIOWS . ..o o vvnern eeaceerencnenarnnacnnnns 120121 REV 12-85
Notes 10 Financial SEAEMENIS ... ..o vureneracneanrsneennans 122123 REV 12-85

BALANCE SHEET SUPPORTING SCHEDULES

(Assets and Other Debts}
Receivablas From Alfiliated Companies ........................ 200 REV 12.00
General Instructions Concemning Schedules 202 thru 205 . .. - 20 REV 12-95
Invastments in Affiliated Companies ................. . 202-203 ED 12-91
Investments in Common Stocks of Affiliated Companies ........... 204-205 ED 12-91
Companies Contralled Directly by Respondent Other Than Through
Titleto Securities . ..., ... o ii o iai . [, 204-205 ED 12-02

Instructions for Schedules 212 Thru 217 .. ... i v iin it 211 REV 12-00
Carmer PrODBMY .. vt ieeer it aiiaaannsmecnnacaanaeaanasas © 212213 REV 12-02
Undivided Joint Interest Property ...... .. ........... i ereaen 214-215 REV 12-02
Accrued Depretiation-Carrier Property . ....... ... ociiiiiieenn, 216 REV 12-02
Accrued Depreciation-Undivided Joint Interest Property . ........... 217 REV 12-02
Amortization Baseand Reserve .. ... ... ccoiiieiiiaiiiiaaa. 218-219 REV 12-02
Noncarier Property ... ... ..uinnrisrncnanacaataenasannnan 220 REV 12-00
CtherDeferred Charges ..., ... ccieeironriiiiianaraaarennans 221 REV 12-00

BALANCE SHEET SUPPORTING SCHEDULES

(Liabilities and Other Credits}

Payables to Affiliated Companies . .. .............civiverrianenns
Long-Term Debt ... .... p ................................... 22%?2527 FlEEDV1122_0'%D
Analysis of Federal Income and Other Taxes Deferred ... .......... 230-231 REV 12-00
Capital SIOCK ... e i i e 250_551 REV 12-95
Capital Stock Changes Duringthe Year . ........................ DED.253 ED 12-01
Additional Paid-in Capital .... .. ... il D84 ED 12.87

FERC FORM NO. § {(REV, 12-03) Page 2
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19690 Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -149-
Name of Respondent This Report Is: Date BL H:port Year of Report
. Mo, Da, Yr,
{13 @ An Original g ) Pec. 31,20
{2} O A Resubmission
COMPARATIVE BALANCE SHEET STATEMENT - LIABILITIES (Continued)
For instructions covering this schedule, see the text and instructians pertaining to Balance Sheet Accounts in the LUScfA. The antries
in this balance sheet should be consistent with these in the supporting schedules on the pages indicated.
Aeference | Balance atEnd | Balance at End
Lire ftern Page No. | of Current Year | of Previous Year
Mo, (ir1 dolfars) (I dolfars)
_(a) (b) {c) ()
CURRENT LIABILITIES
47 | Notes Payable (50}
48 Payables (o Affiliated Companies (51)
49 Accounts Payable (52)
50 Salaries and Wages Payable (53)
81 Interest Payable (54)
52 Dividands Payable {55)
53 Taxes Payabla (56)
54 Long - Term Debt - Payable Within One Year (57) 208207
55 Other Current Liabilities (58)
56 Deferred Income Tax Liabilities (59) 230-231
57 TOTAL Current Liabilities {Total of lines 47 thru 58)
NONCURRENT LIABILITIES
58 Long-Tarm Debt - Payable After Ona Year (B0) 226-227
59 Unamortized Pramium on Long-Term Debt (61)
60 {Less} Unamortized Discount on Long-Term Debt-Dr. (62)
61 Other N 1t Liabifities (63}
52 Accumulated Deferred Income Tax Liabilities (54) 230-231
83 Dearivative Instrument Liabilities (65)
64 Derivative Instrument Liabilities - Hedges (66)
65 Asset Relirament Obligations (67)
66 TOTAL Noncurrent Liabilities (Total of ines 58 thry 65)
67 TOTAL Liabilities (Total of lines 57 and 66)
STOCKHOLDERS' EQUITY

58 Capita! Stock (70) 250-251
B9 Premiums on Capital Stock (71)
70 Capital Stock Subscrptions (72}
71 Additional Paid-!n Capita! (73) 254
72 Appropriated Retained Incoma {74) 118
73 Unapproprated Retained income (75) 118
74 (Less) Unrealized Loss on Noncarrier Marketable Equity-Securities (75.5)
75 [L.ess) Treasury Stock {76)
76~ TOTAL Stockholders' Equity {Total of lines 68 thru 75)
77 TOTAL Liabilities and Stockholders’ Equity { Tolal of knes 67 and 76)

FERC FORM NO. 6 (REV. 12-03) Page 113
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Page 190 of 376

Scott
Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations 19691
Appendix C Revised Schedutes for FERC Forms 1, 1-F,2,2-A,and 6 -150-

INSTRUCTIONS FOR SCHEDULES 212-213

1)

2}

3)

Give an analysis of changes during the year in Account No, 30,
Carrier Property, by carrier property accounts, excluding investments
In undividad joint intarast property reported on pages 214 and 215.
The totat carier property reported on page 213 {column i, line 44) and
the iotal undivided joint interest property reported on all pages 215
{column i, line 44} should represent all carrier property owned by the
reparting entity at year end.

Enter in column {¢) the cost of newly constructed property, additions,

and improvements made Yo exdsting property. include amounts
distributed 1o carmier property accounts during the year which were  4.)
previously charged to Account No. 187, Construction Work in
Prograss. In column (d) enter expenditures for existing pipeline
progerty purchased or otherwise acquired. Enter in column (a) -
praperty sold, abandoned, or otherwise retired during the year, This 5}
will generally be a positive number, 30 that the calculation in column

{f) works properly.

It pipeline operating property was acquired from or sold fo some other 6.}
company during the year, Joolnota the acquisition

or saka if it exceeded $250,000. includa the following in the footnote:
the nama of the company the property was acquired from or sald to,
the mileage acquired or sold, and the date of acquisition or sale.
Inchada tarmini, the eriginal cost of property acguirad from an affiiata
or other commen carrigr (ses Instruction 3-1, Property acquired,
Instructions for Carrier Property Accounts in Uniform System of
Accounts), and the cost of the property to the respondent. Also give
the amount debited o credited 1 each comparty account representing
such propenty acquired or disposed of.

Enter in column (g) for each account the net of all other amourmng
adjustments, transfers, and ciearances applicable to prior yoars'
2eCounting.

Expiain fully each adjustrmaent, clearance, or transfer in excess of
$500,000 in a footnate. Expiain transfers o or from Account No, 34,
Noncarier Property, in Schedule 219,

Indicate in parenthesis any entry in columns (1), {g), or (h) which
represents an excess of credits ovar debits.

INSTRUCTIONS FOR SCHEDULES 214-215

1)

2)

3.)

Give 2n analysis of changes during the year in Account No, 30, Carmier
Property, by carriar property accounts, for mvestments in undivided
joint interest proparty, The respondent will only report its partion of the
cammiar property of any undivided joint :ntnresl pnpetlne in which it has
an interest. i the resp oWns an in multiple undivided
joint interest pipelines, prepare and submit a separahe schedule 214~
215 lor each undivided joint interest pipeline in which it has an interest.
tf multiple schedules 214-215 are submitted, number all schedules
subsequent to the first with a number and letter page designator (For
example ... 214, 215; 214a, 215a; 214b, 215b; etc...).

Enter in column {c) the cost of newly constructed property, additions,  4.)
and improvements made to existing propany. Include amounts
distributed to carmier property accounts during the year which were
pravicuslycharged 1o Account No. 187Construction Work in Progress.
In column (d) enter expenditures for existng pipeline property 5.}
purchased or otherwise acquired. Enter in column (a) property
sald, abandoned, or otharwise retired during the year. This wil
generally be a positive nurmber so that the calculation in column (f)
works properly. 8.)

H pipeline operating property wis acquired from or sold 1o some other

- of the company the property

company during the year, footnote the acquisition or sale i it
sxceeded $250,000. Include the following in the footncte: the name
was acquired from or sald to, the
mileage acquired or sold, and the date of acquisition or sala.

Include termini, the original cast of property acquired from an affiliate
or other common carrier (see instruction 3-1, Proparty acquired,
Instructions for Carriar Property Accounts in Uniform System of
Accounts), and the cost of the propenty to the respondent. Also give
the amount debited or credited %o each company account
rapresenting such property accuired or disposed of,

Enter in colurnn {g) for sach account the net of all other accounting
adjustments, transfers, and clearances applicable to prior years'
aoccounting.

Explain fully each adjustment, clearance, or transfer in axcess of
$500,000 in a footnote. Expiain transfers to or from Account No. 34,
MNoncarrier Property, in Schedule 219.

Indicate in pargnthesis any entry in cofumns {f), (g), or (h) which
Tepresents an axcess Of credits over debits.

INSTRUCTIONS FOR SCHEDULES 216-217

1)

On schedule 216, give an analysis of changes during the year in ay
Account No., 31, Accruad Depreciation - Carrier Froperty, by camiar
property accounts, excluding depreciatinn on undivided joint interest
property reposted on page 217.

©On schedule 217, give an analysis of changes during the year in
Account No. 31, Accrued Dapreciation - Carmer Property, by camier
propesty accounts for property cwned as part of an undivided joint
interast pipaline. If the respondent owns an imarest in multiple 4)
undivided joint interest pipslines, prepare and submit a separats

" schedule 217 for each undivided joint interest pipeline in which it has
an interest. If multiple schedules 217 are submitted, numbar all
schedules subsequent to the first with a number and letter page 53
designator (For example ... 217, 217a, 217b, etc...).

1)

In column (c), enter debits by camier pmparly account to Aooounl
No. 540, Depreciation and Amortizatian, and 541, Dep T
Expanse for Assel Ratirernant Costs |, during the year

In column {d), enter alt debits o Account No. 31, Accrued
Drepreciation - Carmiar Property, during the year rasulting from the
retirament of carrier property.

in column (@), entar the net of any other debits and credits made to
Account No. 31, Accrued Depreciation - Camier Property, during the
year,

H composite annual depreciation rates are prescrited, enter thosa in
effact at the end of the year i column (g). if component ratas are
prescribed, the composite rates entared in column (g} should ba
computed from the charges developed for December by using the
prescribed component rates. Whether componant ar composite
rales are prascribed, the entries on lines 17, 34, 42, and 43 of
colurmn (g) should be computed from December depreciation
charges.

FERC FORM NO. & (REV. 12-03)
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Scott

Federal Register/Vol. 68, No. 76/Monday, April 21, 2003 /Rules and Regulations
Appendix C Revised Schedules for FERC Forms 1, 1-F, 2, 2-A, and 6 -151.
Name of Respendent This Report is: Daig of Report Year of Repon
(N & An Original {Mo, Da. Y1)
2} o A Resubmission Dec. 31,20
CARRIER PROPERTY
PROPERTY CHANGES DURING THE
YEAR {In dollars)
Balance Expenditures for Expenditures for
Line at Beginning New Construction, Existing Property
No Accaunt of Yaar Additions, Purchased or
) {In doltars) and Improvements Otherwise Acquired
{a) {b} {c) {d}
GATHERING LINES
1 Land {101}
2 | Right of Way (102)
3 1| Line Pipe (103)
4 Line Pipe Fittings (104)
5 Pipeline Construction (105)
6 Buildings (106)
7 Boilars (107}
B Pumping Equipment {108)

g Machine Toals and Machinery {109)

10 Other Siation Equipment {110)

11§ Ol Tanke (111)

12 Dalivery Facilitios {112)

13 Communication Systemns {113}

14 Cifice Fu and Equipment {114)

15 Vehicles and Other Wark Equipment {115}

16 Other Property {118}

17 Asset Petirement Costs for Gathering Lines (117)

12 TOTAL (Lines 1 thru 17)
TRUNK LINES

15 Land {151}

20 Right of Way (152)

21 Lina Pipe (153)

35| Line Pipe Filtings (154)
2 Pipeline Construction (155}

24 Buildings (156}

25 Boilers {157)

26 Pumping Equipment {158)

27 Machine Toogls and Machinery (158)

28 Other Station Equipment (160)

29 Qil Tanks {161}

30 Delivery Facilities (162)

31 Communigation Systems (163}

a2 Gifice Fumiture and Equipment (164)

a3 Vehicles and Other Work Equipment (165)

34 Cther Property {166}

35 Assal Ratirament Casts for Trunk Lines {167)

36 TOTAL (Linas 18 thru 35)

GENERAL

37 Land (171)

38 Buildings (17€)

39 Machine Tools and Machinery {173)

40 Comrmunication Systems (183)

41 Office Fumiture and Equipment {184}

42 Vehicles and Other Work Equipment {185)

43 Other Property (186)

44 Asset Retirement Costs for General Property (186.1)

45 Conatruction Work in Pragreas {187)

48 TOTAL (Lines 37 thru 45)

47 GRAND TOTAL (Lines 18, 36 and 45)

FERC FORM NO. 6 {REV. 12-03)
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Scott

Federal Register/Vol. 68, No. 76/Monday, April 21, 2003/Rules and Regulations 19693
Appendix C Revised Schedules for FERC Forms 1, I-F, 2, 2-A, and 6 .152-
Name of Respendent ' This Rapont |Is: Date of Report Year of Repont
{1} 0 An Original {Mo, Da, ¥1)
{2) 0 A Resubmission Dec. 31,20
CARRIER PROPERTY (Continued)
PROPERATY CHANGES DURING
Property Soid, Net Cthar Adjustimaents, Increase or Decrease Balance at End
Abandoned, or Otherwise [c+d-8) Translers and During the Year of Yesr Line
Retired During tha Year Ciearances teq bk Ne.
{a) {in doilars) {in doliars) {In dollars)
9} )] (]

1

2

-3

4

5

8

7

8

[

10

11

12

13

14

15

16

17

18

19

20

2t

22

23

24

75

25

- 27

28

29

30

31

32

33

34

- 35

36

_ 37
38

33

40

41

42

42

4

45

a8
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UNDIVIDED JOINT INTEREST PROPERTY

Namm of Undwwied Jom Fismst Ppe ne:
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FROFEATY CHANGES DURAING THE YEAH (% ddars]
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Friven Corwineien 1535
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[
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Nama of Respencent

This Repont Is:
{1} 0 An Qriginal
{2} O A Resubmission

Data of Heportl
Mo, Da, Y}

Year of Repon
Dec. 31,20 _

UNDIVIDED JOINT INTEREST PROPERTY [Continued)

PROPERTY CHANGES DURING THE
YEAR (in doltars)

Property Sold,
Abandaned, or Otherwise
Retired Dt?')\a he Yeaar
)

increase of Decreasa
Dunng the Year {f + 0}

in dodars}
¢ 0]

Other Adjustments,
Transfers, and
Claarances
(i dollars)
fg)

Balance at End of Year
®ih)

fin dollars)
[/

taﬁ:s%lﬂl‘d ﬁﬁlfﬂﬂfﬁﬂﬁﬁlgﬁﬁ’ﬁﬁﬂgls a:;;!za;:a,wnuausum_
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MName ol Respandant This Report Is: Data of Report Year of Repont
(1) Q@ An Original (Mo, Da, YD)
(2) O A Resubmission Dec. 31,20

ACCRUED DEPRECIATION - CARRIER PROPERTY
(EXCLUSIVE OF DEPRECIATION ON UNDIVIDED JOINT INTEREST PROPERTY REPORTED IN SCHEDULE 217)

Give particulars {details) of tha cradits and dubits o A it No, 31, A d Depraciation - Carmier Property, during the year.
Balance Debits to Net Dabit Other Balancs &t Annual
Account at Accounts From Debits End of Year Composite/
Bg?mmg No. 540 Retirament and {b+c+d+ Component
Line gear | HOEEN | Froy | SRt | tndgars) |t pevcents
No. {2} aclizrsy | oy | o cpgars) in m gl
. ) fe) {d) jars)
fa)
GATHERING UNES
T_{ Rightol Way (102)
2 | Line Pipe (103}
3 Line Pipe Fittings (104}
1| Plpsine Construction (105)
5 | Bulldngs (106)
[ Boilers (107}
7 | Pumping Equipment [108)
8 | Maching Tools and Machinery (108)
E] Othet Station Equipment (110)

10 | OM Tanks (111}

17 | Delivery Faciites (112)

12 | Communication Systems (113}

13 Cffice Fumiture and Equip {114)

14 Vehicles and Other Work Equip (115)
t5 | Other Property (116)

16 | Assat  Costs for Gathering Lines {117)
7. TOTAL {Lines 1 thru 16}
TRUNK LINES

18 | Fugnt of Way (152)

19| Line Pipe (153)

20 | Line Pipe Fittings (154)

21 Pipetina Construction {155)
22 Bealdings {156)

23 | Bollers (157)

24 | Pumping Equipment {158)

25 | Machine Toals and Machinary (159}
28 Othar Station Equipmant (180)
Fid

28

29

an

<3}

a2

32

M

Cil Tanks (161)
Delivery Facilities {162)
Communicstion Systems [163)
Cffice Fumiturs and Equip (154)
Vehicles and Other Wark Equip {185)
Cther Property (166) -
Asaat Retiremant Costs for Trunk Lines {167)

TOTAL (Lines 18 thry 33)

GENERAL

35 | Buildings (176)

386 | Machine Toals and Machinery (178)

37 Communication Systerns (183)

38 | Office Fumiture and Equip (184)

39 | Vehicles and Othar Work Equip (185)

40 | Other Proparty (186}

41 | Asset Retirsment Cosis for General Proparty (186.1}
42 TOTAL (Linas 35 thru 41)

43 GRAND TOTAL (Lines 17, 34, 42)
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Name of Respondent This R Is: Date of R Year of Reporl
("“?‘paﬂ"ﬂ‘““_ (Mo, Da, ;f)m Dec. 21,20
{20 AR 1
ACCRUED DEPRECIATION ~ UNDIVIDED JOINT INTEREST PROPERTY
Give particidars (details) of the credits and debits to Account No. 31, Accrusd Depraciation - Carnar Property, during the year,
Narne of Undivided Joint Intarest Pipeline:
Balance at Dabits to Nat Debit Cther Deabits. Balance at Annual
. Account Beginning Accounts From Retirement angd Credits- | Endof Year | Composites
Lina sar No. 540 and 541 of Carrier Nat {b+c+d+ | Cotponent
Na. fmceiast | o ) oty A | o ctam) | ity
(a} fc) (d) [ ]
GATHERING LINES :
1 Right of Way {102)
2 | Line Pipa (103)
3 | uine Pipe Fittings (104}
4 Pipeine Construction (105)
5 | Buiidings (108]
[] Boiaers (107)
7 | Pumping Equipment {108}
8 | Machine Tools and Machery {109}
9 Cthar Stalion Equipmaent (110}
10 | O Tanks (111)
" Dalivery Facilities (112}
12 | Communication Systems (113}
13 [ Gffice Fumitwe and Equip, (114)
14 | Vehiclas and Other Wark Equip. (115)
15 | Other Property {118}
168 | Assel Retirement Costs jor Gathering
Lines (117)
17 TOTAL {Lines ! thru 16}
TRUNK LINES
18 [ Fugntof Way (152}
19 | Line Pipe (153)
20 | Une Pipe Fittings (154}
27 | Pipeling Construction (155}
22 | Buikings (156)
21 | Boilers {157
24 | Pumping Equipmant (158}
25 | Machine Tools and Macbinery (159)
26 | Other Station Equipment {160)
27 | OH Tanks (161)
28 | Delivery Faciites (162)
29 Communicaticn Syslems {163}
30 Offica Fumiture and Equip. (164)
31 | Vehiclas and Qther Work Equip. {165)
32 | Other Property {166)
B Asset Retirement Costs for Trunk Lines -
[167)
En TOTAL (Lines 18 1hru 33)
GENERAL -
35 Buildings (176)
36 | Machina Tools and Machinery (179)
37 | Communication Systems (183)
38 Otfica Fumniture and Equip. (184)
32 | Vehicles and Other Work Equip. (165)
40 Other Proparty (186)
41 Asset Aetirement Costs lor General
Proparty {186.1}
47 FOTAL (Lnws 35 fhra 41)
43 GRAND TOTAL {Lines 17, 34, 42}
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Name of Respondent

This Report Ia:
(1) O An Original

(2) ©J A Resubmission

Data of Aeport
(Mo, Da, Yr}

Year of Repont

Dac. 31,20___

AMORTIZATION BASE AND RESERVE

1.}

2}

Enter in columna {b) thru {e) the cost of pipeline property used
as tha base in computing amortizaticn charges included in

Account 540, Depreciglion and Amortization, and Account 541, 3)

Dapraciation Expense for Assel Retitemant Costs of the

accounting company.

Enter in columns {1 thru () the balances at the beginning and
end of the year and the i¢tal credits and debits during

4)

the year in Account No. 32, Accrued Amuortization -
Carmier Proparty.

‘The information requested for columns (b} 1he i)
may be shown by projects or for totals only.

I reporting by project, briefly describe in a fool-

Iterns

fa)

BASE {540 and 541)

Balance at
Beginning of Year
(1 }

Dabits During Cradits During Balance ot End
i conars) {in Collars) o )
fe) fd} (®)

WD U N -

10
1t
12
12
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
a1
az
33
34
35
38
ar
" a8
39
40
4
42
43
a4
45
48
a7

TOTAL
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Mame ot Raspordend Thas Ragoert is: Dinig of Reparl Yoot af Aepon
131 © An Originat M. D, Y Do, 31, 20
{2 T A Regubmizsion —
AMORTIZATION BASE ANT RESERYE {Conlhued)
nals ench peoject amounting be 5100,000 o mare, amours Actually charied 1o Accourd Na. 540 andice B4,
Fiderencs e kind ol praperty reparied; do net includs aplain such diigrances in a iootnote.
lozation. Hema lees tan 5100,.000 may be cambinad in 5] BErphin in 3 fonraole adjustments indluded i cakumin () dwat
A 8ingha antny Hlkd MINOT HEETS, 9ACh 1ass than $100.600. afiec] oparating sapanses.
§.) ¥ ha emounts n coltymn {g) 43 not correspend o the
AESERVE (32)
Balance a1 Baginrmng Cradits Curing Drbila Durng Bal ot Ervl j
Ulq!’ i Yaar ¥aar i‘t’u.F'F‘enr 'f:
R driiass i Colans! a th BoRars
i eglar) 3 ‘:i: ) tn gpers) oA dolan)
1
2
a
4
&
.3
T
B
-4
[
1"
12
7
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"w
6
12
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MName of Raspondent This Repont Is: Date of Raport Yoar of Report
(1} 0 An Original {Ma, Da, Yn)
(2) @ A Resubmission Dec. 31,20
OFERATING EXPENSE ACCOUNTS {Accouni 610)
Aepert the respendant's pipaline operating expenses for the year, classifying them in accordance with the USofA.
CRUDE OAL (In doflars}
UN:‘_! Operating Expenss Accounts Gathering Trunk Delivery Total
b+e+d)
(a) {b) (e} (d} {e)
OPERATIONS and MAINTENANCE
1 Salaries and Wages (300)
2 Materials and Supplies (310)
3 Qutside Services {320)
4 Operating Fuel and Power (330)
5 Oil Losses and Shortages (340}
6 Rerﬂal: {350)
7 Other Expenses {(350)
8 TOTAL Operations and Maintenance Expenses
GENERAL
] Salartes and Wagea (500)
10 | Matenals and Suppiies (510)
jda Services (520]
F Rentals {530}
E Depreciation and Amortization (540)
14 Depreciation Expense for Asset Retirement Costs
(541)
15 Employse Benetits {550}
16 Insurance (560)
17| Casualty and Giher Losses (570)
18 Pipsline Taxes (580}
19 Othar Expenses (5940)
20 Accration Expense {581}
21 Gaing or lossas on Asset Reliremeni Obligat:ans
{592)
22 TOTAL General Expenses
23 GAAND TOTALS.
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Name of Respondent

This Report ta:
{1} @ An Original
{2) o A Reaubmission

Date of Repon
{Mo, Da, Yr}

Yaar of Report

Dec. 31,20_

OPERATING EXPENSE ACCOUNTS {Continued)

Products (in dollars)

o Trunk

U

Delivery
(g}

Total
(+a)
{h)

Grand Total
{e+h}
(0]

|~ oo ] @]

u

10

1

12

13

4

16

t7

18

19

20

21

23
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be shown above or below the line based upon whether customers or
stockholders bear the expense or receive the benefits of the
transaction. Instead, the nature of the transaction determines
whether it is shown as utility operating income (above-the-line)
or as other income and deductions (below-the-line). With
enactment of the CAAA, allowance transactions are expected to
become an integral part of utility operations, especially if the
market for allowance trading develops as intended. The above-
the-line classification required herein does not dictate how
gains and losses on dispositions of allowances should be
apportioned between ratepayer and stockholders, but merely
reflects the fact that allowance transactions are a part of
utility operations.

G. Regulatory Assets and Liabilities

The Commiszsion proposed_in the NOPR to provide accounting
for regulatory assets an? liabilities, i.e., assets and
liabilities created through the ratemaking actio;s of regulatory
agencies and not specifically provided for in other accounts.
The NOPR proposed to create four new accounts for regulatory
assets and liabilities: Account 182.3, 6£her Regqulatory Assets;
Account‘:jzj:é, Other Regulatory Liabilities; Account 407.3,
Regulator;-nebits; and Account 407.4, Regulatory Credits. The

first two are balance sheet accounts; the latter two are income

accounts.

As proposed, Account 182.3 would include costs incurred and

charged to expense which have been, or are soon expected to be,
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authorized for recovery through rates and which are not
specifically provided for in other accounts. Regulatory assets
would be recorded by charges to Account 182.3 and credits to
Account 407.4. Amounts in Account 182.3 would be amortized to
Account 407.3 over the appropriate rate recognition period.
Account 244 would include liabilities imposed by the
ratemaking actions of regulatory agencies and not specifically
provided for in other accounts. Included in Account 244 would be
revenues or gains realized and credited to income that the
company is required, or is expected to be required, to use to
reduce future rates. Regulatory liabilities would be established
by credits to Account 244 and debits to Account 407.3. Amcunts
included in Account 244 would be amortized to Account 407.4 over
the appropriate rate recognition period.

. Support for the NOPR. National Fuel Gas, the Florida
Commission and the Ohio ftaff support the proposed rule. The
Ohio Staff states that the proposed treatment will provide
uniformity in the way utilities report the economic effects of
regulatory actions and will facilitate review of regulatory
assets and liabilities. 7

Suppeort for the Status Quo. Virginia Power and PSI Energy
oppose any change in current accounting practices for regulatory
assets and liabilities. Virginia Power argues that the
raccounting practices used over the years heve worked well and
should be considered GAAP for requlated entities. PSI Energy

argues that the UScfA already provides sufficient guidance and
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accounts for regulatory assets and liabilities and that financial
reporting rules ensure the itemization in financial statements of
significant regulatory assets or liabilities.

Procedural Objections. A large number of commenters urge
deletion of this issue from this proceeding and initiation of #
separate rulemaking on regulatory assets and liabilities. B1/
Many of these commenters assert that the issue of regulatory
assets and liabilities is too important and complex to be
included in a rulemaking on accounting for allowances.

Pennsylvania Power & Light and Wizconsin Electric argue that
this proceeding should address only those regulatory assets and
liabilities related to allowances and that other regulatory
assets and liabilities should be considered in a separate
rulemaking.

AICPA, Arthur Andersen and Deloitte & Touche argue that the
following issues should Pe exempted from the final rule pending
further study: whether FASB instructs regulated enterprises to
account for certain effects on income taxes only on the balance
sheet, not on the income statement; whether deferred returns from
phase-in plans and other similar deferrais should be reported
below-the-line; and whether some items are classified in a way
unique to the regulatory process and are not accounted for as
proposed in the NOPR.

"Bl/ AICPA, Arthur Andersen, Cocpers & Lyﬁrand, Déloitté &
Touche, EEI, Central & South West, Commonwealth Edison, Con
Edison, Detroit Edison, Duke Power, Gulf States, Kansas City

Power & Light, Kentucky Utilities, PJM, Potomac Electric,
PSE&G and Wisconsin Public Service.
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General Substantive Objections. AEP argues that, according
to FASB, regulatory assets and related deferred income taxes
should be reflected only on the balance sheet. PSI Energy argues
that the income statement presentation of phase-in plans should
be specifically excluded from the final rule.

AEP also argues that, if a utility is deferring significant
costs, e.g., through a phase-in plan, and is accruing a return on
the unrecovered balances, the NOFR may wrongly move the credit
for the deferred return from below-the-line to above-the-line.
AEP argues that Ehis result would distort both operating and non-
operating income and is contrary to the regulatory intent to
provide the credit as compensation to investors, not as a
reduction of the cost of service.

Centerior argues that a new account is neede& for the
deferral eof return through a carrying charge because crediting
such amounts to Account }07.4, an above-the-line account, would
be inconsistent with past Commission practice. Centerior argues
that the Commission has consistently required the carrying charge
to be credirted to Account 421, Miscellaneous Nonoperating Income,
a below-the-line account. )

EEI argues that the Commission should allow certain
regulatory assets and liabilities, such as the gross-up of
portions of previously-recorded AFUDC, to be classified with the
~ pPlant accounts. EEI also argues tha; certain costs should be
presented separately from other regulatory assets and

liabilities. EEI states, for example, that the net phase-in
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costs capitalized in each period or the net amount of previously
allowable phase-in costs recaveréd during each period should be
reported as a separate item of other income or expense in the
income statement.

Applicability of Accounts 407.3 and 407.4. EEI argues thaf
utilities should be allowed to use accounts other than 407.3 and
407.4 if state regulators have previously allowed such use. EEI
argues that if state regulators have allowed the use of other
accounts, the requirement to use Accounts 407.3 and 407.4 should
apply only prospectively. Allegheny Power and Kansas City Power
& Light assert that use of the new accounts should not be
required if the commission with primary ratemaking jurisdietion
requires the use of other accounts.

Southern Company argues that the new accounts should apply
only to new regulatory assets and liabilities. Southern Company
asserts that the new acq?unts could lead to cost recovery
problems under existing contracts and joint ownership agreements
under which costs previously deferred are now being amortized to
an account reflected in formulary billings. Socuthern Company
argues that a change in account classifi;ation would jecpardize
cost recovery and could require costly renegotiation of contracts
and agreements.

AEP argues that, if Accounts 407.3 and 407.4 are adopted,
_these accounts should not apply to degerrgg income taxes. AEP

argues that the needed information is not always available for

individual book/tax timing differences, especially those
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invelving plant-in-service. AEP argues that identifying the
proper accounts in which deferred taxes should be recorded can be
difficult or impossible.

Several commenters argue that regulatory assets and
liabilities should be recorded in income statement accounts
reflecting the nature of the underlying transactions, regardless
of when the transactions are recognized. B2/ The American Gas
Association, for example, asserts that financial statement
readers are more ipterested in the nature of a company's
transactions than in the differences between GARP for non-
regulated and regulated businesses. The Association asserts
that, when necessary, utilities and regulators can determine the
effect of regulation for ratemaking purposes and that these
differences should not be the focus of the statements.

Effeat on Coverage Ratios. EEI, AEP, Gulf States and
Virginia Power assert t:hlat using new Accounts 407.3 and 407.4
will distort the computation of coverage ratios under SEC rules.
They assert that, under the standard coverage formula, the
adjustments to income taxes would be added back to determine
earnings for coverage purposes, but the gélated adjustments to
the regulatory asset and liability income statement accounts
would not be added back.

Defining Regulatory Assets and Liabilities. A number of
_commenters argue that regulatory assets ang liabilities should be
82/ American Gas Association, Baltimore Gas & Electric, Columbia

Gas, Con Edison, Virginia Power and Wisconsin Public
Service.
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defined more consistently with FASBE Statement No. 71. 83/

They argue, for example, that the UScfA should allow recognition
of regulatory assets and liabilities only when rate recovery is
probable, i.e., likely to occur, not just reasonably expected.
Otherwise, they argue, utilities might have to report the same
transactions under two sets of accounting principles.

NARUC notes that Account 182.3 includes regulatory assets
related to the amortization or normalization of certain costs,
and suggests that the account be clarified to include only those
regulatory assets "related to the amortization of specific and
significant non-recurring or infrequent operating or maintenance
expense items . . . ." In support, NARUC states that the word
"normalization™ is ambigquous. The North Carolina Staff similarly
argues that, in any ratemaking decision, regulators may adopt
several adjustments to set rates at an average, or "normal"
level, but not to proviQF for recovery of a specific cost in a
period other than the one in which it would be recognized for
accounting purposes. The North Carolina Staff argues that,
contrary to the implication in the NOPR,Vit would be
inappropriate to record a regulatory asset or liability for such
adjustments.

Inconsistent Classification. Many commenters note that
proposed Rccount 182.3, Other Regulatory Assets, is classified as

83/ AEP, AICPA, Arthur Andersen, EEI, Centerior, Commonwealth
Edison, Consumers Power, the Georgia Commission, NARUC, the

North Carolina Staff, Price Waterhouse, PSI Energy and
Virginia Power.
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a deferred asset while proposed Account 244, Other Regulatory
Liabilities, is classified as a current liability. A number of
commenters argue that regulatory assets and liabilities should
both be classified in deferred accounts. B84/ Others propose

the establishment of both current and deferred accounts for boﬁh
regulatory assets and liabilities. 85/ Still others find

either of these two approaches acceptable. 86/ The American

Gas Association and Con Edison argue that the classificatiocn of a
regulatory asset or liability as current or deferred should be
determined by GAAP.

Commission Response. The Commission now believes that,
although separate accounts for regulatory assets and liabilities
should still be established in this rulemaking, the £wo-step
process described in the NOPR is not generally necessary and in
some instances may contribute to inappropriate results. Based
upen the comments receiTFd, the Commission will make certain

changes in the accounting regquired for regulatory assets and

liabilities.

For consistency in the balance sheet presentation of

regulatory assets and liabjilities, the Commission will renumber

84/ AEP, Baltimore Gas & Electric, Centerior, Delmarva Power,
PacifiCorp, POM, Ohio Edison, Penn Power and Wisconsin
Electric.

~ 85/ Allegheny Power, Central & South West, PG&E, Virginia Power,
Price Waterhouse and Potomac Electric.

86/ EEI, Cincimnati Gas & Electric, Commonwealth Edison, Gulf
States, IES Industries, NYSE&G, PSI Energy and Wisconsin
Public Service.
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proposed Account 244, Other Regulatory Liabilities, to Account
254. Account 254 will be in the deferred credits section of the
balance sheet, thus paralleling the placement of Account 182.3,
Other Regqulatory Assets, in the deferred debits section of the
balance sheet.

The Commission will require that deferred returns and/or
carrying charges accrued on regulatory assets and liabilities be
credited to Account 421, Miscellaneous Nonoperating Income, or
charged to Account 431, Other Interest Expense, as appropriate.
Both of these accounts are below-the-line. This change, -
recommended by several commenters, is needed to conform the
required accounting treatment to the accounting used in recording
deferred returns and/or carrying charges in other circumstances.

The Commission will also redefine regulatory assets and
liabilities to use terms more similar to those used in FASE
Statement No. 71, in oqur to avoid unnecessary differences
between financial statements issued for regulatory purposes and
general purpose financial statements. ?he term "probable,” as
used in the definition adopted herein for regulatory assets and
liabilities, refers to that which can re;sonably be expected or
believed on the basis of available evidence or logic but is

neither certain nor proved. 87/

~ 87/ Webster's New World Dictionary of the American Language, 2d
college ed. [New York: Simon and Schuster, 1982] at 1132.
This is the meaning referred to in FASB Concepts Statement
No. 6, Elements of Financial Statements, 25 n.18 and 35
n.21, (1985) (superseding FASE Concepts Statement No. 3}, in
Accounting Statements - Original Pronouncements {1991).



Response to PSC Question No. 56(c)
Page 211 of 376
Scott

Docket No. RM92-1-000 - 94 -

Finally, to reduce other possible conflicts with current
practices, the Commission will modify the proposed text of the
accounts for regulatory assets and liabilities. Under the
originally-proposed accounting for regulatory assets and
liabilities, all entries to Accounts 182.3 and 244 (now 254)
would have been through charges or credits to ARccounts 407.3 and
407.4. Also, the proposed accounting would have required current
expense {revenue) recognition consistent with the USofA
requirements as determined without regard to the creation of
regulatory assets and liabilities; whereas, the current practice
is generally not to recognize the expense (revenue} but to
capitalize the cost (or recognize a liability). The proposed
accounting would therefore have affected income statement
accounts even though net income was not affected (i.e., a
liability would be recorded along with an equal regqulatory asse£
or an asset would be recorded along with an equai regulatory

.
liability). Although net income would not have been affected,
the NOPR's proposed accounting could have distorted various
financial ratios, such as pre-tax interest coverage calculations.
Thus, the Commission will adopt Account; 407.3 and 407.4, as
modified, to provide fo; separate income and expense recognition
only in appropriate situations, such as fo? the net amount
capitalized for phase-in plans in each period and the net amount
- of previously capitalized allowable ;pstsrrecovered during each

periocd.
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+* * * L *

31. Regulatory Assets and Liabilities are assets and
liabilities that result from rate actions of requlatory agencies.
Regulatory assets and liabilities arise from specific revenues,
expenses, gains, or losses that would have been included in net
income determinations in one period under the general
requirements of the Uniform System of Accounts but for it being
probable: 1) that such items will be included in a different
period({s) for purposes of developing the rates the utility is
authorized to charge for its utility services; or 2) in the case
of regulatory liabilities, that refunds to customers, not
provided for in other accounts, will be reqguired.

9. In Part 201, Balance Sheet Accounts, Accounts 182.3 and 254
are added to read as follows:
Bal?nce Sheet Accounts

* * »* * *

182.3 Other regulatory assets.

A. This account shall include the amounts of regulatory-

created assets, not includible in other accounts, resulting from

the ratemaking actions of regulatory agencies. (See Definition
No. 31.)
B. The amounts included in this account are to be

.established by those charges which would have been included in
net income determinations in the current period under the general

requirements of the Uniform System of Accounts but for it being
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probable that such items will be included in a different
pericd(s) for purposes of developing the rates that the utility
is authorized to charge for its utility services. Where specific
identification of the particular source of the regulatory asset
cannot be made, such as in plant phase-ins, rate moderation
plans, or rate levelization plans, Account 407.4, Requlatory
Credits, shall be credited. The amounts recorded in this account
are generally to be charged, concurrently with the recovery of
the amounts in rates, to the same account that would have been
chargnd if included in income when incurred, except all
regulatory assets established through the use of Account 407.4
shall be charged to Account 407.3, Regulatory Debits, concurrent
with the recovery of the amounts in rates.

C. If rate recovery of all or part of an amount included
in this adcount is disallowed, the disallowed amount shall be
charged to Account 426.5; Other Deductions, or Account 435,
Extraordinary Deductions, in the year of the disallowance.

D. The records supporting the entries to this account
shall be kept so that the utility can fu{nish full information as
 to the nature and amount of each régulatory asset included in
this account, including justification for inclusion of such

amounts in this account.

.254 Other regulatory liabilities.

v

A. This account shall include the amounts of regulatory

liabilities, not includible in other accounts, imposed on the
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utility by the ratemaking actions of regulatory agencies. ({See
Pefinition No. 30.)

B. The amounts inciuded in this account are to be
established by those credits which would have been included in
net income determinations in the current period under the general
requirements of the Uniform System of Accounts but for it being
probable that: 1) such items will be included in a different
period(s) for purposes of developing the rates that the utility
is authorized to charge for its utility services; or 2) refunds
to customers, not provided for in other accounts, will be
required. When specific identification of the particular source
of the regulatory liability cannot be made or when the liability
arises from revenues collected pursuant to tariffs on file at a
regqulatory agency, Account 407.3, Regulatory Debits, shall be
debited. 'The amounts recorded in this account generally are to
be credited to the same ?ccount that would have been credited if
included in income when earned except: 1} all regulatory
liabilities established through the use of Account 407.3 shall be
credited to Account 407.4, Regulatory Crgdits; and 2) in the case
of refunds, a cash account or other appropriate acceunt should be
credited when the obligation is satisfied.

C. If it is later determined that the amounts recorded in
this account will not be returned to customers through rates or
-refunds, such amounts shall bé credited to_Account 421,
Miscellaneous Nonoperating Income, or Acco;nt 434, Extraordinary

Income, as appropriate, in the year such determination is made.
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D. The records supporting the entries to this account
shall be so kept that the utility can furnish full informatioﬁ as
to the nature and amount of each regulatory liability included in
this account, including justification for inclusion of such
amounts in this account.

10. In Part 201, Income Accounts, Accounts 407.3 and 407.4 are
added to read as follows:
Income Accounts
* * ¥ * *
407.3 Regulatory debits.

This account shall be debited, when appropriate, with the
amounts credited to Account 254, Other Regulatory Liabilities, to
record regulatory liabilities imposed on the utility.by the
ratemaking actions of regulatory agencies. This account shall
also be debited, when appropriate, with the amounts credited to
Account 182.3, Other Regglatory Assets, concurrent with the
recovery of such amounts in rates.

407.4 Regulatory credits.

This account shall be credited, when appropriate, with the
amounts debited to Account 182.3, Other ;equlatory Assets, to
establish regulatory assets. This account shall also be
credited, when appropriate, with the amounts debited to

Account 254, Other Regulatory Liabilities, concurrent with the

_return of such amounts to customers through rates:
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Statement of Financial Accounting Standards No. 143
Accounting For Asset Retirement Obligations

Overview'

In June 2001, the Financial Accounting Standards Board (FASB) issued Statement of
Financial Accounting Standards (SFAS) No. 143, “Accounting for Asset Retirement
Obligations™ (ARQ's). SFAS No. 143 changes the way companies recognize and
measure legal retirement obligations that result from the acquisition, construction and
normal operation of tangible long-lived assets. In general, companies will be required to
recognize much sooner any legal liability associated with the future retirement of
tangible Jong-lived assets.

SFAS No. 143 is effective for fiscal years beginning after June 15, 2002 (January 1,
2003 for calendar year companies). Asset retirement obligations must be recognized as
a liability and measured at fair value. The cost associated with the recognition of the
asset retirement obligation is capitalized as part of the related asset’s book cost and is
depreciated over the expected life of the asset.

The asset retirement obligation is initially recorded at fair value, so the increase in that
liability causes accretion expense (similar to interest) to be recognized each period as
an operating expense in the income statement.

SFAS No. 143 does not grandfather any current accounting for existing obligations.
Companies wili convert to the new standard and recognize the cumulative effect of
initially applying the statement as a change in accounting principle. The amount to be
reported as a cumulative effect adjustment in the statement of operations is the
difference between the amounts, if any, recognized in the statement of financial position
prior to the application of SFAS No. 143 and the net amount that is recognized in the
financial statements by applying the new Standard. Any asset retirement obligations
that are currently reported as part of accumulated depreciation will be reversed as part
of the cumulative effect adjustment.

Scope

The scope of SFAS No. 143 is set forth in paragraph 2 of the Statement: “This
Statement applies to legal obligations associated with the retirement of a tangible

* The methods, processes, and procedures contained in this paper are intended to illustrate and provide examples for
one or more analytical modets by which certain Asset Retirement Obligations (ARQ's) could be evaluated. This
material is intended neither to exclude the validity of other models, nor 10 be an exhaustive and comprehensive
presentation of all valid models. The models described in this paper may-not be applicable to particular situations
and are not necessarily recommendad for the reader's specific application. It is the conclusion of the authers that
each entity assessing ARO's should consult with its auditor, accountants, and legal counsel.

Scott
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long-lived asset” (emphasis added). The obligations included within the scope of the
standard are those associated with the retirement of a long-lived asset that result from
the acquisition, construction, or the normai operation of a long-lived tangible asset. An
AROQ liability should be recognized if it meets the definition of a liability in FASB
Concepts Statement No. 6, “Elements of Financial Statements.” In assessing whether
an ARO meets this definition, an entity should determine if:

a) It has a present duty or responsibility to one or more other entities that
entaiis settlement by probable future transfer or use of assets,

b} It has little or no discretion to avoid a future transfer of use of assets, and
¢} An obligating event has already happened.

What does this mean and how does a company determine if a long-lived asset is within
this scope definition? Only assets that are defined as tangible and long-lived are
included. There has been much discussion concerning what constitutes a tangible long-
lived asset. While there is no clear definition given, examples of tangible long-lived
assets include items such as generation plants, mines, gas mains and compressor
stations, substations, transformers, buildings, capacitors, lines, poles, streetiights and
. fee property. Examples of assets that are not tangible long-lived assets inciude
software, organization costs, and goodwill. A company must then determine if any legal
obligations exist that are associated with the retirement of these long-lived assets.
Retirement is defined as other-than-temporary removal of a long-lived asset from
service. it includes sale, abandonment, recycling, or disposal in some other manner.
However, it does not include the temporary idling of a long-tived asset.

Identifying ARO's and measuring the liability is the most critical part in the adoption of
SFAS No. 143. It is recommended that utilities form working teams and include
representatives from legal, accounting, financial, operations and other business units as
deemed necessary. These teams will need to define very specifically what the scope of
SFAS No. 143 is for their company and how the review of what is within the scope will
take place. This entire process should be well documented.

Basically the determination of whether assets are within the scope of SFAS No. 143 is a
review of legal obligations past and present that relate to the purchase, construction,
development, or normal operation of the asset. Utilities have substantial tangible long-
lived assets, many of which were constructed over several decades. As a result, a
significant amount of work may be required to identify the legal obligations associated
with utility assets. Also an obligation may result from only a portion of an asset (e.g.,
disposal of PCBs from a transformer) and only that portion must be recognized under
the Standard. For purposes of SFAS No. 143, a legally enforceable obligation can result
from:

a)} A government action, such as law, statute, or ordinance,

b) An agreement between entities, such as a written or oral contract,

€) Conduct, which would obligate the promisor to’ perform under the doctrine of
promissory estoppel.

Scott
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To identify ARO's, the legal department may perform a review of codes, statues,
regulations, ordinances and typicai obligating documents including contracts, permits,
certificates of need, etc. It is important to establish ground rules to prevent the review
from becoming impossible in size. Start with a definition of tangible long-lived assets
and a list of those assets that meet the definition. It is important to give this definition to
the legal team and any area assisting on this project because the areas outside of
accounting may not be cognizant of useful lives. For areas where there is a large
magnitude of similar documents, use of a sampling technique may be employed.
However, it should be noted that if the result of the sampling does not produce evidence
of a legal obligation, one might want to include an ARO disclosure if there could be an
obligation, albeit remote, in the contracts not sampled. An exampie of such a document
is the easement associated with distribution property.

By assessing plant assets and reviewing documents including contracts, licenses,
leases, efc., the team can develop potential ARO's. Although the chance of determining
that a legal obligation has accrued under a doctrine of promissory estoppel is small, the
team should consider potential areas where such liability might arise. The review of
promissory estoppel is difficult, and varies state by state. The recommendation is to
identify relationships or other documentation that employees know about or have in their
possession. Companies may query their corporate communications archives, and staff,
company counsel, and field personnel, where necessary, to identify conduct that may
involve the doctrine of promissory estoppel. An inventory questionnaire may be used to
assist with the field review. The discovery of a promise alone is not enough to create a
retirement obligation through promissory estoppel. A determination must be made that a
third party relied upon such a promise to its detriment and that a court is likely to order
equitable relief.

Many utilities have included removal costs in depreciation rates or some other rate
recovery mechanism. For ratemaking purposes, the collection of depreciation expense,
including the salvage, and gross removal cost should remain intact. If customers have
been paying for the cost of removal through rates, they may have a reasonable
expectation that the utility will expend the casts to remove the asset at the end of its
useful life. The inclusion of a cost of removal component in depreciation rates, in and of
itseif, does not constitute a legal obligation to remove or dispose of the asset under the
doctrine of promissory estoppei. However, promises made by utilities in rate case
proceedings or the specific orders issued by regulatory bodies in rate cases could be
evaluated as a potential legal obligation. This determination is a legal question that
should be evaluated with the assistance of legal counsel. Barring any legai obligations,
the inclusion of removal costs in depreciation rates does not constitute an ARO.

Prior to adoption of SFAS No. 143, Generally Accepted Accounting Principles (GAAP)
as applied by utilities included an accrual of many estimated removal costs over the life
of the asset and to classify the accrued removal cost liability as a part of the provision
for accumulated depreciation. If all or a portion of asset retirements are not included in
the scope of SFAS No. 143, GAAP continues to allow the accrual of the removal cost
liability over the life of the asset. GAAP generally does not address where reguiatory
assets or liabilities should be recorded. Accordingly, the removal cost liability related to

5
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these types of assets that is recorded in accordance with rate recovery need not be
reclassified as a regulatory liability. If an asset does fall under the scope of SFAS No.
143 and a company is subject to SFAS No. 71, “Accounting for the Effects of Certain
Types of Regulation,” any removal cost related to that asset currently classified as a
part of the provision for accumulated depreciation should be removed and replaced with
an ARO liability in accordance with SFAS No. 143. Additionally, for SFAS 71
companies, any cumulative effect adjustments and/or any ongoing differences between
the application of removal costs in a regulated environment and SFAS 143 should be
recorded as a reguiatory liability or asset.

To summarize, the scope of the final statement includes only liabilities for legal
obligations that compel the owner to remove or dispose of the asset or of some
component at retirement.  if the “company has a legal obligation to perform
decontamination activities when the plant ceases operations™ (A12), then there is an
ARQO related to that plant. A conceptual framework for the ARO includes:

a) A legal requirement to remove an asset or component part must exist first
before any ARO is recognized for removal costs. However, if there is no legal
obligation to remove a component, then no ARO is required. For example, if
an exhaust stack is retired in place at a production facility and there are no
legal requirements to remove the stack, there is no ARO. Conversely, if there
is a state requirement to remove any structure over 25 feet upon cessation of
service, then there likely is an ARO.

b} A legal obligation may exist to dispose of a component part of an asset: “Any
legal obligations that require disposal of the replaced part are within the
scope of this Statement” (A9). For example, there may not be a legal
requirement to remove a component part, but the component part may wear
out or be removed for other reasons. In this case, the removai cost of the
asset would not constitute an ARO. However, there may be legal
requirements to dispose of the component part once it has been removed.
The legal requirement to dispose of the component would constitute an ARO
(A15).

c) All ARO liabilities must meet the liability criteria in FAS Concepts Statement
Number &, “Elements of Financial Statements.” Only present (current)
obligations meet these criteria.

The Standard identifies examples of potential ARO's including landfill closure and
" nuclear decommissioning, however, there are probablfy more in existence. The following
are examples of types of assets that may be within the scope of SFAS No. 143 and
circumstances that may or may not create an ARO:

1. Nuclear Production

a) Final Nuclear Decommissioning — a company has a legal obligation
to perform decontamination activites when the plant ceases
operations. Contamination results from the. normal operation of the
plant and a liability should be recorded. A company needs to review

Scott
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contracts, licenses, operating agreements, leases, efc. to assess
their extent of [iability. In addition to obligations  surrounding
contamination, there may be legal requirements to return the plant to
a "greenfields” state. These costs are usually identified in required
decommissioning studies. If the fegal obligation is determined to
include only the contaminated portions of the plant, then adjustments
to the entire decommissioning study will need to be made to reflect
only those portions as an ARO.

Nuclear Fuel Storage Facilities — a company needs to review
associated documents, which surround this asset. )t is generally
assumed that the federal government will bear the responsibility for
spent nuclear fuel when it is finally removed from the plant site. The
removal of the storage facilities for spent nuclear fuel (ie.,
Independent Spent Fue! Storage Installations) after the spent fuel
has been removed will be the obligation of the company. This
obligation would create an ARO and may be included already in final
decommissioning. If no storage facilities currently exist but they will
be required when the spent fuel pool reaches capacity, the removal
obligation of such facilities would need to be considered when
assessing an entity’s obligation when the obligating event has
occurred.

Interim Retirements - an asset retirement abligation may exist for

component parts of the larger system. The retirement of this

component part may happen prior to retirement of the entire system
and may constitute an obligation separate from the final retirement or
decommissioning. An example is a steam generator that needs
replacement prior to the end of the life of the unit. An obligation
associated with the disposal of a second steam generator will occur
at the time of replacement of the generator (resulting in the iradiation
of a-second generator). The cash flow of the removal obligation to
dispose of the second steam generator may be linked with the final
decommissioning of the plant (e.g. if the replaced steam generator is
left on site and factored into the decommissioning study} or can be
reflected in a new ARO. Since it will probably be included in future
plant decommissioning estimates, recording as a change in the
existing ARO cash flow will simplify future accounting. Not all interim
retirements will create an ARO. The recommendation is that a
company will need to assess interim refirements individually as to
frequency and materiality to determine when an ARO should be
recognized and also what costs should be captured as an ARQ.

An example of this follows: Entity A has a highly contaminated
nuclear asset with a cost of removal of approximately $2 miilion. $.8
million is for fabor and supplies needed to remove the asset and $1.2
million is for the “special” disposition costs for disposing of the
contaminated asset. Because this is an interim retirement, the
recommendation is that only the $1.2 million of disposition costs be
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accounted for in the ARO. For interim retirements such as these, it is
generally assumned that there is no fegal obligation to remove the
asset, only a legal obligation to dispose of the asset. In contrast,
when the plant is ciosed and the replaced asset is being removed, it
is generally assumed that the entire $2 miliion of costs be included in
the ARO due to the legal obligations associated with closing the
plant. In a similar example, suppose the labor and supplies to
remove the asset are $1.98 miliion and the disposition costs are only
$.02 million. In this example a company may choose not to record
any ARO based on immateriality. Each cormpany will need to address
its own specific materiality thresholds.

2. - Steam Production

a)

b)

General — after reviewing legal documents, which include easements,
licenses, leases, etc., a company may discover they have no legal
obligations associated with asset retirement. Alternatively, a
company may discover legal obligations associated with assets such
as intake structures, ash ponds, underground storage tanks, coal
piles, tanks used to accumulate hazardous waste, or coal mines. In
some instances, there is no legal obligation to remove an asset or
restore the land. In another instance, an existing law or a lease on
the land may require decommissioning of the plant or components of
the plant.

Environmental Obligations - a company may have certain
environmental obligations. If these environmenta! obligations resutt
from environmental law, contract, or other agreement or license that
require the remediation of an obligation at a specific point {eg., a
specific time after ceasing operations or at retirement), then they are
iegal obligations. An ARO resuits only from environmental
remediation liabilities arising from the normal operation of the power
plants. A company may have some liability associated with the
retirement and removal of a segment of the power plant such as ash
ponds or intake structures. Asbestos to be removed as part of an
asset retirement is subject to the requirements of SFAS No. 143 and
the cost of removal should be included in determining the obligation.
If asbestos clean-up is performed prior to the asset retirement then it
should be accounted for in accordance with the guidance of the
American Institute of Certified Public Accountants (AICPA) Statement
of Position (SOP) 96-1, “Environmental Remediation Liabilities.”

Shared Assets — some generating facilities are co-owned or have
many joint owners. Co-owners shouid cooperate to the extent
possible regarding consistent treatment of SFAS 143. For example,
a situation may arise here one party defines an ARO and the other
owners do not. In this situation, it would be helpful for the company
to review the circumstances behind why the one of the companies
chose to recognize an ARQ. There could be instances whers one
company has made commitments and the other company will need
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to have their legal staffs decide whether or not this promise could be
construed as their obligation, as well, However, legitimate
differences may occur between joint owners. Differences in the
amount of the estimated ARO may occur, but different judgments
about whether an ARO exists should be rare.

3. Hydro Production

a}

b)

Federal Government - many hydro dams are operated under
governmental water rights or flowage rights licenses issued by the
Federal Energy Regulatory Commission (FERC). These licenses
may not have explicit terms stating that a company is responsible for
removal or closure costs related to the ultimate retirement of the
dams. These dams have an extremely long useful life if operated and
maintained properly and it is often presumed that the asset will be
operated into perpetuity. Since removal of the dam property is not
required under current operations, there is no ARO arising from the
FERC licenses. But that may not always be the case. If the plant will
be decommissioned, an appiication to FERC would be made and if a
FERC order is issued, and the utility starts the surrender application
process, then an ARO would be created. Also, if a dam is structurally
impaired and legally, it must be removed, an ARO is created. :

State Government — although the dams and spillways are controlled
by Federal licenses, there may be additional requirements placed on
the facility by the state or local agencies. A review of such
requirements may preduce an ARO even though the review of the
Federal license did not.

4, Electric Transmission And Distribution

a) Transmission and Distribution Lines — a company may have transmission or

distribution lines that operate under property easement agreements. Most
utilities hold perpetual easements. Whether or not the easement is perpetual,
a company, in general, operates the transmission and distribution lines as if
the assets will be operated in perpetuity. If a perpetual easement were to be
released, a company may have a legal obligation to remove the lines, or in
some instances, a state may require removal if the entire Jine is retired. A
legal obligation may exist if the contract for the easement requires removal of
the lines at a given point. In both instances, legai counsel should be consulted
to determine whether a legal obligation exjsts. The issue of whether these
types of obligation can be measured is dealt with in the next section.

b) iInterim Retirements - there are interim retirements of transmission and

distribution (T&D) plant that are compaonents of the system occurring annually
that may have retirement obligations associated with them. These may be
due to environmenta! or other contractual agreements. Examples of these
would be wood poles and electrical equipment containing PCB’s, such as
transformers and capacitors. However, where a utility intends to remove
PCB’s and return the unit to service, the PCB removal might constitute
maintenance cost rather than an ARO since it is not related to the retirement
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of an asset. The disposal of treated wood poles may be regulated under state
law and may require special handling and disposal. These retirements need
to be addressed for frequency and materiality to determine when the interim
retirement would fall within the scope of SFAS No. 143,

5. Gas Transmission and Distribution

a)

b)

Gas Transmission and Distribution Mains and Services — a company may
have a gas transmission or distribution . system that operates under
property easement agreements. The company would usually hold
perpetual easements. If an easement were to be released, the company
may not have an obligation to remove the system but would allow 3
retirement in place. In this case, no ARO is required. Gas pipelines
containing PCBs must meet certain requirements prior to abandonment or
when removed for disposal. These requirements may trigger an ARO. In
some instances, a state may require removal if the entire line is retired. In
this case the line would have an AROQ. Generally, a company operates the
gas transmission and distribution system as if the assets will be operated in
perpetuity. A legal obligation may be construed to exist due to the
easement requiring removal of the lines or, if material, a requirement to cut
and cap the line at retirement. The issue of whether these types of
obligation can be measured is dealt with in the next section.

Interim Retirements - there are interim retirements of components of gas
transmission and distribution assets occurring annually. Some of these
may have retirement obligations due to environmental or other contractual
reasons. Generally, replacing sections of pipe or other interim replacement
of gas assets will not create an ARO as long as the replacement will satisfy
any material legal removal requirements (e.g., cutting and capping pipe).
Environmental-related disposal requirements, if any, should be addressed
based on materiality and timing.

6. Other Long-Lived Assets

a)

b)

Underground tanks could be considered as a retirement obligation, in
some instances, state requirements create an obligation when the tanks
are initially installed. In other cases, there are no legal obligations
surrounding the disposal of the tanks until the entity does something with
the land the tanks are on. (ie., seils the property). in this latter case, a
iegal obligation would exist, but the ARO may not be feasonably
determinabte. There still may be no obiigation if the clean-up is performed
under SOP 96-1.

Coal mines could possibly be considered an ARO with regard to potential
closure and/or site reclamation requirements. If the assumption is made
that the mines are the assets and they are reclaimed in 12-18 months,
there may not be an ARO as the mines wouid not be considered long-lived
assets. If the mines were open for longer periods and there are legal
reclamation requirements, then the reclamation at these mines may
constitute an ARO. ’

Scott



Response to PSC Question No. 56(c)
Page 229 of 376

7. Lease Obligations

a) SFAS No. 143 applies to companies that incur retirement obligations
including companies that lease assets to others. There may be costs
associated with a lease that should be recorded as an asset retirement
obligation.

b)  An obligation to remove leasehold improvements at the end of the lease
may be an ARO under the Standard if the landlord can contractually
require the lessee to remove the leasehold improvements at the end of the
lease. The timing of the recognition of the ARQ is when the obligating
event occurs (i.e., when the improvements are made that may fater be
required to be removed).

c) Obligations of a lessee imposed by a lease agreement or by a party other
than the lessor that meet the definition of either minimum lease payments
or contingent rentals in paragraph 5 of FASB Statement No. 13,
“Accounting for Leases” are not within the scope of SFAS No. 143.

8. Remediation Responsibilities

a) SFAS No. 143 does not apply to obiigations resuiting from improper
operation of an asset or a system. Environmental damage that requires
immediate clean-up resulting from improper operations (e.g., an oil spill)
would probably be liable under SOP 96-1 and not subject to the Standard.

b) W the clean-up is delayed and can be completed with the system
retirement, it is determined as due to proper operations and is an obligation
under SFAS No. 143.

Measurement

Once it is determined that an asset retirement obligation falls within the scope of SFAS
No. 143 - the next step is measurement of the fiability. The amount of the liability would
initially be measured at fair value. An entity shall recognize the fair value of a liability for
an asset retirement obligation in the period in which it is incurred if a reasonable
estimate of fair value can be determined. If a reasonable estimate of fair value cannot
be made in the period the asset retirement obligation is incurred, the liability shall be
recognized when a reasonable estimate of fair value can be made. In subsequent
periods, an entity would recognize any changes in the amount resulting from the
passage of time and revisions to either the timing or amount of estimated cash flows.

The initial measurement of the liability will be at fair vaiue (i.e. the amount that an entity
would be required to pay in an active market to settle the asset retirement obiigation).
The guidelines require a fair value measurement even though some entities may
_ perform the retirement activities using internal resources. If quoted market prices are
not available, an estimate of fair value can be calculated using valuation techniques
such as the expected present value method. SFAS No. 143 states “a present value
technique is often the best available technique with which to estimate the fair value of a
tiability.” If a present value technique is used to estimate fair value, estimates of future

i1
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cash flows used in that technique must be consistent with the objective of measuring
fair value. FASB Concepts Staternent No. 7, “Using Cash Flow Information and Present
Value in Accounting Measurements,” discusses two present value techniques: a
traditional approach, in which a single set of estimated cash flows and a single interest
rate (a rate commensurate with the risk) are used to estimate fair value and an
expected cash flow approach, in which multiple cash flow scenarios that refiect the
range of possible outcomes and a credit-adjusted risk-free rate are used to estimate fair
value. The expected cash flow approach will usually be the only appropriate technique
for an ARO. In estimating the probability of estimated cash fiows, if the probability is
evenly distributed around the estimate, no further probability assessment is required.

For periods subsequent to the initial measurement, entities are required to recognize
changes in the Hability resulting from the passage of time and from revisions in the
timing or amount of estimated cash flows. Changes resulting from the passage of time
will increase the carrying amount of the liability over time and will be recognized as an
operating cost rather than as interest expense in the financial statements. Entities will
use the effective interest method and the credit-adjusted risk-free rate for interest
allocation to the liability. The objective of the method is to recognize a level effective
interest rate that is equivalent to the entity's risk-free rate (rate of zero coupon US
Treasury bonds) adjusted for the entity’s credit standing. The credit-adjusted risk-free
rate may be adjusted as a result of the amount of funding that has been provided to an
external nuclear decommissioning trust based on its relationship to the related ARO.

Revisions in the timing or amount of estimated cash flows are to be recognized as
changes in the carrying amount of the liability and the related capitalized asset and are
to be measured using the current credit-adjusted risk-free rate for upward revisions, or
using the credit-adjusted risk-free rate applied in the initial measurement for downward
revisions. Such increments to retirement assets and liabilities will have to be tracked
and accounted for separately. The tracking of layers would be similar to the multiple
years cash flows demonstrated in Appendix A — “Multiple Year Cash Fiows”.

The statement requires a company to recognize the present value of its total estimated
cash flows as a liability with a corresponding increase to the related long-lived asset.
Use of cost- accumulation-based estimated engineering studies or removal cost studies
might be discounted at the company's credit-adjusted risk-free interest rate to record the
initial value of the liability, plus cumulative unrecognized interest accretion if the liability
occurred in the past. The cumulative effect adjustment for unrecognized depreciation
and accretion expense may be recoverable/refundable in rates and, therefore, a
company may recognize an additional regulatory asset/fiiability rather than a cumulative
adjustrnent to the income statement.

In developing expected retirement cash flows, most entities will use the expected
present value method due to the non-existence of an active market for settling ARO's.
Removal costs should be based on gross removal costs instead of net. The estimated
salvage vaiue is included in determining the depreciation base of the asset. Therefore,
the estimated salvage should be excluded from the cash flows used to estimate the
ARO. When an entity uses the expected present value method, the entity would need to
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incorporate assumptions into its cash flows that would reflect the assumptions that third
parties would be required to consider in order to take on the settiement of the obligation.
Such third party or market assumptions include the following:

a) The costs that a third party would incur in performing the tasks
necessary to retire the asset,

b) Other amounts that a third party would normally include such as
inflation, overhead, equipment charges, profit margin, and advances in
technology,

c) The extent that a third party's costs or timing would differ due to
different future scenarios and relative probability,

d) The market risk premium that a third party woutd demand for them to
take on the risks (similar to a contingency factor).

An example would be two entities using nuclear decommissioning studies to determine
an ARO for their nuclear power plants. In one case, Entity A intends to decommission
their plant using internal resources. Entity B had planned to have their decommissioning
performed by a third party. Both entities reflected their intentions in their
decommissioning studies. in developing their ARO, Entity A would add assumptions
about profit margins, overheads and other third party costs to their ARQO estimate,
similar to Entity B. Failure to include certain third party costs would be inconsistent with
SFAS No. 143,

Some general guidelines for determining whether to recognize an ARC and
corresponding examples are described below:

a) When it has been established that a liability exists, a cash flow can be
determined and there is a high or medium probability of the settlement date -
as is the case for nuclear decommissioning costs - a liability must be
recorded. Cash flows are estimated by cost-accumulation-based engineering
studies and the settlement date is provided by the license date.

b) When it has been established that a liability exists - a cash flow can be
determined but there is a low probability of the settlement date - the
measurement will reflect the low probability in the expected cash flows. An
example would be the removal of an asset when the retirement is indefinite.
Removal costs and a corresponding estimate of cash flows could be
obtained. However, since retirement is indefinite, no reasonable estimate of
the timing can be made. If a reasonable estimate can be made of the timing,
that probability estimate should be used in the expected cash flow analysis to
determine the ARO to be recorded.

¢} When it has been established that a liability exists - a cash flow cannot be
determined and there is not a reasonable estimate of the settlement date - no
liability is recorded but disclosure of the ARO is required. In subsequent
periods, the ARO must be re-evaluated until sufficient information exists to
determine a reasonable estimate of fair value. Generally, mass assets such
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as transmission and distribution assets have indeterminate estimated cash
flows and settlement dates.

An entity shall disclose the following information about its asset retirement obligations:

a) A general description of the asset retirement obligations and the associated
long-lived assets,

b} The fair value of assets that are legally restricted for purposes of settling
asset retirement obligations,

¢) A reconciliation of the beginning and ending aggregate carrying amount of
asset retirement obligations showing separately the changes attributable to
(1) liabilities incurred in the current period, (2) liabilities settled in the current
pericd, (3) accretion expense, and (4) revisions in estimated cash flows,
whenever there is a significant change in one or more of those four
components during the reporting period.

If the fair value of an asset retirement obligation cannot be reasonably estimated, that
fact and the reasons why must be disclosed. For the year of adoption, pro forma
disclosure is required for the amount of the liability for asset retirement obligations as i
SFAS No. 143 had been applied for all periods affected.

Calculation Process Overview

This section is intended to provide some general guidelines for the calculation and
measurement of ARO liabilittes. The calculation of estimated cash flows and present
values, accretion, and depreciation with corresponding amounts needed for journal
entries will be illustrated. Examples for subsequent cash flow increases and decreases
will also be shown. An example footnote disclosure for interim retirements for regulated
companies is illustrated and the assumptions used for the multipte cash flows found in
Appendix A are summarized. Some general guidelines for the calculation and
measurement of ARO liabilities are as foliows:

a) Estimates must be based on current active market pricing or prices for similar
valuation, not at a cost using internal laborTesources.

b) if removal wili take longer than one year, estimated cash flows should be
determined for each year. :

¢) The accretion schedule and present value depreciation schedules should be
prepared individually for each cash flow, rather than as a sum total.

d) If variable removal options exist, probability analysis should be done to
determine the appropriate cash flows. Also, if there is a potential license
extension, inflation factors should be applied to cash flows for the time
periods added. ‘
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e) Re-evaluation of estimated cash flow: for increases in estimates, current risk-
free rates should be used; for decreases, the risk free rate in effect when the
original liability was calculated would be used.

f) 1 more than one generating unit is at a facility, depending on timing, each unit
may carry its own ARO. Additionally commoen-area removal costs are
presumed to be included with the final unit being removed. This could result in
a layering effect on the books.

g) Exclude salvage value from cash flow estimates.

h) New asset calculations would still apply except there would be no
accumulated depreciation or accretion to date when placed in service.

. Calculating Expected Cash Flows

Assumptions — for this example, the expected cash flows are based on the
components of the cost of removal including labor, overheads, contractor's mark-
up, and market risk-premium. The overhead rate is 80% of labor, a profit margin
based on contactor's mark-up of 20%, and a market risk premium of 5%. The
asset was placed in service on January 1, 1995 and has an estimated useful life
of 20 years; the implementation date is January 1, 2003. Infiation from the time
the asset was instalted until the date of retirement is 4%. Removal expenditures
will take place in the year 2014. The credit-adjusted risk-free rate of 6.5% is used
to compute the expected present value. The cost of removal liability accrued to
date for a non-regulated company or the cost embedded in accumulated
depreciation for a regulated company is assumed to be $500,000.

{abor $200,000
OH & Equipment: {80% x 200,000) 160,000
Contractor's Mark-up: (20% x (200,000 + 72,000
160,000))

Expected Cash Flows Before Inflation $432,000
Inflation Rate ) 4%
Inflated Cash Flows: 432,000 x (1 + 4%} ~ 20 946,565
Market Risk Premium (5% x 946,565) 47,328
Total Expected Cash Flows $993,893

fnflated Cash Flows: Cash Flows x (1 + rate) * #years
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2. Calculate the Present Value of the Estimated Cash Flows

Using a credit-adjusted risk-free rate, the future expected cash flows are present
valued to the point where the liability was incurred. In this example the asset life
is assumed to be 20 years.

Expected Cash Flow $993,893
Credit-Adjusted Risk-Free Rate 6.5%
Present Value 232,064

Present Value (Cash Flow / (1 + rate) * #years)
3. Calculate Accretion Schedule using the same risk-free rate

The present value is accreted over the life of the asset at the specific rate so at
the end of the term the total equals the future expected cash flows.

Annual Liability
Present Accretion Balance
Value
1995 282,064 18,334 300,398
1996 300,398 19,526 319,924
1997 319,924 20,795 340,719
1998 340,719 22,147 362,866
1999 362,866 23,586 386,452
2000 386,452 25,119 411,572
2001 411,572 26,752 438,324
2002 438,324 28,491 466,815
2003 466,815 30,343 497,158
2004 497,158 32,315 529,473
2005 529,473 34,416 563,889
2006 563,889 36,653 600,541
2007 600,541 39,035 639,577
2008 639,577 41,572 681,149
2008 681,149 44,275 725424
2010 725,424 _ 47,153 772,576
2011 772,576 50,217 822,794
2012 822,794 53,482 876,275
2013 876,275 56,958 933,233
2014 933,233 60,660 993,893

Annual Accretion = Present Value x Credit-Adjusted Risk-Free Rate
Liability Balance = Present Value + Annual Accretion
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4. Calculate Depreciation Expense Schedule

Present Value of the asset retirement cost is depreciated over the life of the

assef.
The total at end of the asset's life must equal the Present Value.

Year Depreciation Expense
1995 14,103
1996 14,103
1997 14,103
1998 14,103
1999 14,103
2000 14,103
2001 14,103
2002 14,103
2003 14,103
2004 14,103
2005 14,103
2006 14,103
2007 14,103
2008 14,103
2009 14,103
2010 14,103
2011 14,103
2012 14,103
2013 14,103
2014 14,103
Total 282,064

Depreciation Expense = Present Value of $282,064 / 20 years (estimated useful
life)

5. Create Expense Worksheet (combine above schedules)

Annual accretion and annual depreciation of the Present Value are added
together to get the total new expenses. A total line can be inserted into the
worksheet to accumulate totals to date for use in the journal entry at
implementation.

Annual Annual
Accretion Depreciation Total
Expense Expense Expenses
1995 18,334 14,103 32,437
1996 19,526 14,103 33,629
1997 20,795 14,103 34,898
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Annual Annual
Accretion Depreciation Total
Expense Expense Expenses
1998 22,147 14,103 36,250
1999 23,586 14,103 37,689
2000 25,119 14,103 39,223
2001 26,752 14,103 40,855
2002 28,491 14,103 42,594
Totals
to Date 184,751 112,826 297,577
2003 30,343 14,103 44,446
2004 32,315 14,103 46,418
2005 34,416 14,103 48,519
2006 36,653 14,103 50,756
2007 39,035 14,103 53,138
2008 41,572 14,103 |- 55,676
2009 44,275 14,103 58,378
2010 47,153 14,103 61,256
2011 50,217 14,103 64,321
2012 53,482 14,103 67,585
2013 56,958 14,103 71,061
2014 60,660 14,103 74,763
Total 711,831 282,062 993,893

Annual Accretion Expense + Annual Depreciation Expense = Total
Expenses

6. Summary of Journal data

Sample journal entries are shown in Appendix B. information needed for journai
entry consideration is shown below:

Amount
Asset Retirement Liability (ARO) = PV - 282,064
element
Asset Retirement Liability {ARQ) = Accrétion 184,751
to date element

Additional Accumulated depreciation = PV 112,826
depreciated thru 2002
2003 Depreciation Expense = Py 14,103

depreciation per schedule .
2003 Accretion expense = per schedule - 30,343
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increases in cash flows must use the current risk free rate.

Original Cash Flow Estimate

Qriginal Risk- Free Rate used

Subsequent Revised Cash

Flow

DELTA Increase in Cash Flow

Current Risk Free Rate

New Layer of ARO

Incremental Increase
Present Value (500,000.00 / (1+7.5%)

A2)

PV Calculation = incremental cash flow / (1+rate)*# Remaining years

993,893
6.50%
1,493,893
500,000

7.50%

Year
2002
Year
2002
Year
2003
Year
2003
Year
2003

500,000
209,927

(1995 + 20 years = 2015, 2015 - CY 2003 = 12 yr. Remaining)

New Layer of Accretion/Depreciation

Accretion Expense

Accretion expense is calculated using the new credit-adjusted risk-free rate in

effect at the time of the change in estimate (2003). The rate in effect in 2003 is

7.50%.
Annual Liability
Year Present Accretion Balance
Value Expense
2003 209,927 - 15,745 225,672
2004 225,672 16,925 242 597
2005 242,597 18,195 260,792
2006 260,792 19,559 280,351
2007 280,351 21,026 301,377
2008 301,377 22,603 323,981
2009 323,981 24,299 348,279
2010 348,279 26,121 " 374,400
2011 374,400 28,080 402,480
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Annual Liability
Year Present Accretion Balance
Value Expense
2012 402,480 30,186 432,666
2013 432 666 32,450 465,116
2014 465,116 34,884 500,000

Annual Accretion = Present Value x New Credit-Adjusted Risk-Free Rate

Depreciation Expense

(209,927 x 7.5%)

Depreciation expense is calculated over the remaining life of the asset (12

years).

Year Depreciation Expense
2003 17,494
2004 17,494
2005 17,494
2006 17,494
2007 17,494
2008 17,494
2009 17,494
2010 17,494
201 17,494
2012 17,494
2013 17,494
2014 17,494
Total 209,927

Annual Depreciation Expense = Present Value / Remaining Life of Asset

($209,927 1 12)

Subsequent Cash Flow Decreases

Decreases in cash flow estimates must use the rate applied to the asset at the
time the criginal ARO was calculated.

Originai Cash Flow Estimate
Original Risk- Free Rate

used

Subsequent Ravised Cash

Flow

DELTA Decrease in Cash

793,893

(200,000)

993,893
6.50%

Year 2002
Year 2002

. Year 2010

Year 2010
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Flow
Original Risk-Free Rate Used 6.50% Year 2002
New Layer of ARO
Incremental Decrease (200,000)
Present Value (-200,000.00 / (1+6.5%) (145,976)

A5)

PV Calculation = incremental cash flow / (1+rate)# Remaining years
(1995 + 20 years = 2015, 2015 - CY 2010 = 5 yr. Remaining)

New Layer of Accretion/Depreciation
Accretion Expense

Accretion expense is calculated using the original credit-adjusted risk-free rate in
effect at the time of implementation. The rate in effect in 2002 is 6.50%.

Annual Liability

Year " Present Accretion Balance
Value Expense

2010 {145,976} (9,488) {155,465)
2011 (155,465) (10,105) {165,570)
2012 {165,570) {10,762) (176,332)
2013 (176,332) {11,462) (187,793)
2014 (187,793) (12,207) {200,000)

Annual Accretion = Present Value x Original Credit-Adjusted Risk-Free Rate
(145,976 x 6.5%)

Depreciation Expense

Depreciation expense is calculated over the remaining life of the asset (5 years).

Year Depreciation Expense
2010 (29,195)
2011 (29,195)
2012 (29,195)
2013 {29,195)
2014 (29,195)

Total (145,976)

Annual Depreciation Expense = Present Value / Remaining Life of Asset
{145,976/5) -
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Calculating Multiple Year Cash Flows — (See Appendix A)

Assumptions used for the calculation of multiple year cash flows in Appendix A are
shown below:

Nuciear Plant Dismantlement Schedule
» Assumptions
o 40 Year Life
o 4 years of estimated cash flows
o Placed in Service 1990
o Discount/Accretion Rate is 5%
» Estimated Annual Cash Flows
+ Accretion Scheduies
* PV Depreciation Schedules
Summary of Data for Journal Entry Consideration

Journal Entry Accounting for Regulated and Unregulated Operations

The purpose of this section is to provide accounting guidance on jounai entry
preparation for both regulated and unregulated operations resulting from the
implementation of SFAS No. 143 including implementation, monthly journal entries
subseguent to implementation, settlement of the obligation, and the retirement of the
initial asset.

The impact on regulated entities resulting from SFAS No. 143 (implementation to
settlement) will be income neutral and will be reflected as a regulatory asset/liability on
the balance sheet as long as the recovery/refunding of the regulatory asset/liability is
probable under SFAS No. 71.  To the extent such recovery/refunding is not probable,
there wili be an impact on the income statement.

Journal entries from the example in Appendix B are shown for illustrative purposes.
See Appendix B for "Unregulated and Regulated Operations — ARO Journal Entry
Assumptions.”

Unregulated Operations

1) Journal Entries Required at Implementation: there are a number of journal entries
required at implementation to properly reflect the effect of SFAS No. 143, These joumnal
entries are:
* To record the initial fair value of the ARO asset and ARO liability,
* To record the effect of depreciation on the ARO asset from the time the ARO
liability was incurred to implemenitation (offset is cumulative effect),
» To record the effect of accretion on the ARO liability from the time the ARQ
liability was incurred to implementation (offset is cumulative effect),
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» To record the reversal of gross cost of removal liability accrued to date (offset is
cumulative effect), if any

* To record taxes on the net cumulative effect on income {offset is cumulative
effect).

Consolidated Entry at implementation

DESCRIPTION DEB|T CREDIT
Long Lived Assets - ARO - (New Account) 282,064
COR Liabitity Accrued to Date 500,000
Cumulative Effect Adjustments 111,333
Accumulated Depreciation of ARO Assat - (New Account) : 112,826
ARO Liability - (New Account) 466,815
Taxes Payable 91,090
Jorecord.the Implementation of EAS.143

individual Entries

To record the initial fair value of the ARO asset and ARO liability

Upon implementation of SFAS No. 143, the ARO liability (in current dollars) must be
future valued at the anticipated inflation rate to when the projected cash outflows will
occur and adjusted for a market risk premium as required by the Statement. The ARO
liability must then be present valued back to when the liability was first incurred using
the company’s credit-adjusted risk-free rate. This present value of the future cash flows
at the time the liability was first incurred is the ARO asset, which is to be depreciated
using a systematic and rational allocation method. This amount is aiso the initial ARO
liability before any accretion on the ARO liability to date of implementation and beyond.

DESCRIPTION DEBIT CREDIT

Long Lived Assets - ARO - (New Account) 282,064

To record the initial present value of AROQ liability
The ARO asset is valued at the present value of the liability at the time_the liability is incurred.

The offset ARO Asset is the ARO Liability at implementation

ARO Liability - (New Account) 282,064

To record the effect of depreciation on the ARO asset from the time the ARO
liability was incurred to implementation

The ARO asset must be depreciated using a systematic and rational ailocation method.
This adjustment to the cumuiative effect is for the accumulated depreciation that would
have been recorded if the asset had been established at the time the ARO liability was
incurred to date of implementation of SFAS No. 143.
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DESCRIPTION DEBIT CREDIT
Cumulative Effect Adjustment 112,826
Accumulated Depreciation of ARO Asset - (New Account) ’ 112,826

To racord cumulative effect of ARO depreciation

Assumes the ARQ Asset is depreciated over the same life and method as the asset for which
the ARQ is attached.

The total depreciation that would have been incurred jf the asset was established at the time the
liability was incurred and depreciated to date is reflected as a Cumuiative Effect of an Accounting Change.

To record the effect of accretion on the ARO liability from the time the liability
was incurred to implementation

The ARO liability must be accreted to the final future value of the ARO liability at the
company’s credit-adjusted risk-free rate. This adjustment to the cumuiative effect is for
the total life to date accretion that would have occurred if the AROQ iiability was
established and accreted from the time the ARO liability was incurred to date of
implementation of SFAS No. 143.

DESCRIPTION DEBIT CREDIT
Gumulative Effect Adjustment 184,751
AROQ Liability - (New Account) . 184,751
To record cumulative effect of accretion expense

The ARO liability must be accreted to the anticipated cash outlay

The total accretion expense that would have been incurred if the liability was accreted from the time
the liability was incurred to date is reflected as a Cumulative Effect of an Accounting Change.

To record the reversal of gross cost of removal liability accrued to date

Any gross cost of removal liability accrued to date must be reversed from the balance
sheet and offset against the cumulative effect.

DESCRIPTION DEBIT CREDIT
COR Liability Accrued to Date 500,000
Cumulative Effect Adjustment 500,000
To record the reversal of COR liability accrued to date

The COR liability currently reflected on the Balance Sheet must be fully reversed.

The offset will be a Cumulative Effect of an Accounting Change.

To record taxes payable or receivable on the net cumuiative effect

The tax effect (based on the company's effective tax rate) of the cumutative effect must
be reflected. Note. the deferred tax effect (based on the combined statutory tax rate) of
the -associated cumulative book versus tax timing difference must be reflected but is not
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illustrated here. Deferred taxes need to be reflected at the combined statutory tax rate
equal to the cumulative book and tax timing recognition on an ongoing basis.

DESCRIFTION DEBIT CREDIT
Cumulative Effect Adjustment (tax effect of total adjustments) 91,080
Taxes Payable 91,090

T recorr taxes pavable on cumlative effect

2) Monthly Journal Entries Subsequent to Implementation: there are a number of
journal entries that are required each month to properly reflect the effect of SFAS No.
143 on operations. These journal entries are:

» Torecord annual depreciation expense,

+ Torecord annual accretion expense.

To record annual depreciation expense

Depreciation expense on the present value of the future cash flows at the time the
lability was first incurred (ARO asset) must be recorded using a systematic and rational
allocation method.

DESCRIPTION DEBIT CREDIT
Dapraciation Expense 14,103
Accumulated Depraciation of ARO Asset - {New Account) 14,103

To record annual depreciation expense for 2003

Assumes the ARO Asset is depreciated over the same life and mathod as the assat for which
the ARO is attached.

DESCRIPTION DEBIT CREDIT
Depreciation Expense 250,000
Accumulated Depreciation 250,000

To record annual depreciation expense on 35,000,000 asset for which ARO is attached

The $5,000,000 asset for which the ARQ is attached is already in the G/L. systems and is shown for Hlustrative purposes,

To record annual accretion expense

The ARO liability must be accreted at the company's credit-adjusted risk-fres rate.

DESCRIPTION _ DEBIT CREDIT
Accretion Expense {New Account) . 30,343
ARO Liability - (New Account) 30,343
To record annual accretion expense for 2003

The liability at implementation must be accrated to the anticipated cash outiay.

3) Settlernent of the obligation and the retirement of the initiaf asset: there are a number
of journal entries that are required at the time the asset for which the ARO is attached is
retired and the settlement of the ARQ obligation is made to properly reflect the effect of
SFAS No. 143 on operations. These journal entries are-
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» To record retirement on asset for which the ARQO is attached,
¢ Torecord retirement of ARD asset,
* Torecord gain or loss on settlement of ARO liability when liability is extinguished.

To record retirement on the asset for which the ARQO is attached

The asset for which the ARO is attached is retired. Any gain or loss is to be reflected on
the company’s income statement. No gain or loss was assurned for this example.

DESCRIPTION DEBIT CREDIT
Accumulated depreciation 5,000,000
Fixed Asset 5,000,000
To racord ratirement of asset for which ARO is attached - .

The original asset for which the ARO is attached must be retired and any gain / loss reflected.

To record retirement of an ARO Asset

When the ARO asset is retired the difference between any cash inflow (none for ARO
assets) and the net book value of the ARO asset is to be reflected as a gain or loss on
the company’s income statement.

DESCRIPTION DEBIT CREDIT
A lated Depreciation of ARO Asset - (New Account) 282,064
Long Lived Assets - ARD - (New Account) 282,064

To record the refirement of ARO asset
The ARQ Asset must be retired from the G/L Systems and any galn or loss reflected.

To record gain or loss on settlement of an ARO liability

When the ARO liability is settled, any gain or loss resuiting from the difference between
the ARO liability currently reflected on the balance sheet and the totai actual cash
outflow to settle the liability must be reflected in operations, Any gain or loss should be
reflected when the last cash payment is made and the gain or loss can be accurately
calculated.

DESCRIPTION - DEBIT CREDIT
ARQ Liability - (New Account) 993,893
Cash/Accounts payable 500,000
Gain / Loss on ARO Settlement - (New Account) i 93,893

To record the qain on settlement of ARO liabitity

A new account must be established to record any gain or loss from settlement of ARO Liabitity.
The gain ! loss is calculated by the difference betwean what is accrated on the Jahility and ths cash cutlay,
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Regulated Operations

The impact on regulated entities resulting from SFAS No. 143 (implementation to
settliement) will be profit and loss neutral and will be reflected as a regulatory
asset/liability on the balance sheet as long as the recovery of the regulatory
asset/liability is probable under SFAS No. 71. Overall, the journal entries required at
implementation, subsequent to implementation and settlement are primarily the same
except that during implementation any cumulative effect that would have occurred in an
unreguiated environment would be reflected generally as a regulatory assel/liability in g
regulatory environment to the extent the differences in ARO expense for SFAS No. 143
and ARO expense for ratemaking purposes will be reflected in rates. Any effect on
earnings going forward from implementation that would have been realized in an
unregulated environment would be reflected as a regulatory asset/fiability in a regulated
environment.

1} Journal Entries Required at Implementation: there are a number of journal entries
required at implementation to properly reflect the effect of SFAS No. 143. These journal
entries are:
* Torecord the initial fair value of the ARO asset and ARO liability,
* To record accumulated depreciation on the ARO asset from the time the ARO
liability was incurred to implementation (offset is regulatory assetfliability),
* To record accumulated accretion on the ARO liability from the time the ARO
liability was incurred to implementation (offset is regulatory asset/iability),
* To record the reversal of gross cost of removal liability accrued to date (offset is
regulatory asset/liability).

Consolidated Entry at Implementation

DESCRIPTION DEBIT CREDIT
Long Lived Assets -.ARO - {New Account) 282,064
COR Liability Accrued to Date 500,000
Regulatory Asset / Liability (New Account) 202,423
Accumulated Depreciation of ARO Asset - {New Account) 112,826
ARO Liability - {New Account) 466,815
Yo record the mplementation of SFAS 143 -

Individual Entries

To record the initial fair value of the ARO asset and ARO liabiiity

The journal entry to recard the initial present vajue of the ARQO asset and the ARO
liability at implementation is the same for both regulated and unregulated entities.

Upon implementation of SFAS No. 143, the ARO liability (in current dollars} must be
future valued at the anticipated inflation rate to when the projected cash outflows will
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oceur and adjusted for a market risk premium as required by the Statement. The ARO
liability must then be present valued back to when the liability was first incurred using
the company’s credit-adjusted risk-free rate. This present value of the future cash flows
at the time the liability was first incurred is the ARD asset to be depreciated using a
systematic and rational allocation method. This amount is also the initial ARO liability
before any accretion on the ARO liability to date of implementation and beyond.

DESCRIPTION DEBIT CREDIT

Long Lived Assets - ARO - {New Accounl) 282,064
ARO Liability - (New Account) 282,064
To record the initial present value of ARO liability

The ARO asset is valued at the present value of the liability at the time the liability is incurred.

The offset ARO Asset is the ARO Liability at implementation

To record the effect of depreciation on the ARO asset from the time the ARO
liability was incurred to implementation

As with unregulated entities, the ARO asset must be depreciated using a systematic
and rational allocation method. The total accumulated depreciation that would have
been recorded if the asset were established at the time the ARO liability was incurred to
date of implementation of SFAS No. 143 is reflected as a regulatory asset/liability on the
regulated entity’s balance sheet rather than as a component of the cumulative effect.

DESCRIPTION DEBIT CREDIT
Regulatory Asset/Liability - (New Account) 112,826
Accumulated Depreciation of ARO Asset - (New Account) 112,826

|To record accumulated depreciation on ARD assets

Assumes the AROD Asset is depreciated over the same fife and method as the asset for which
the ARO is attached.

The total depreciation that would have been incurred if the asset was established at the time the
liability was incurred and depreciated to date is reflected as a Regulatory Asset.

To record the effect of accretion on the ARO liability from the time the liability
was incurred to implementation 7 -

As with unregulated entities, the ARQ liability must be accreted to the final future value
of the ARO liability at the company's credit-adjusted risk-free rate. The accumulated
accretion that would have occurred if the ARO fiability was established and accreted
from the time the ARO liability was incurred to date of implementation of SFAS No. 143
is reflected as a regulatory asset/liability on the regulated entity's balance sheet rather
than to the cumulative effect.
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. DESCRIPTION DEBIT CREDIT
Regulatory AssetiLiability - (New Account] 184,751
ARO Liability - {New Account) 184,751
To record accumulated accretion on ARO liabifity

The ARO fiability must be accreted to the anticipated cash outlay

The total accretion expense that would have been incurred if the liability was accreted from the time
the liability was incurred to date is reflected as a Regulatory Asset,

To record the reversai of gross cost of removal liability accrued to date

#

The gross cost of removal liability accrued to date must be reversed from the balance
sheet {accumulated depreciation) and offset against the regulatory asset/liability.
DESCRIPTION DEBIT __ CREDIT

Accumulated Deprecation 500,000
Regulatory Asset/Liability - {New Account) 500,000

To reclassify existing Cost of Removal to reguiatory assetliability

The COR liability currentiy reflectad on the Balanca Sheet must be fully reversed from the reserve.

The offset will be a Regulatory Liability.

2) Monthly Journal Entries Subsequent to Implementation: there are a number of
journal entries that are required each month to properly reflect the effect of SFAS No.
143 on operations. However, no depreciation on the ARO asset or accretion on the
ARO liability is reflected on the regulated entity’s income statement, but rather these
adjustments are recorded to the regulatory asset/liability on the balance sheet as the
effect of SFAS No. 143 is income neutral as long as recovery is probable under SFAS
No. 71. The entries to reflect both depreciation and accretion expense are originally
made to the appropriate expense category. However, the monthly amounts are then
adjusted from the expense category to a regulatory asset/liability. These journal entries
are:

* To record annual depreciation expense,

¢ Torecord annual accretion expense,

To record annual depreciation expense

The present value of the future cash flows at the time the liability was first incurred
(ARO asset) must be depreciated using a systematic and rational allocation method.
The difference between the depreciation being recovered in rates and the depreciation
for the ARO will be recorded as a regulatory asset/liability on the balance sheet,
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DESCRIPTION DEBIT CREDIT
Depreciation Expense 14,103
Accumulated Depreciation of ARD Asset - (New Account) 14,103
{To record annual depreciation expense
Assumes the ARO Asset is depreciated over the same life and method as the asset for which
the ARO is attached.
DESCRIPTION ) DEBIT CREDIT
[Regulatéry Asset/Liabllity - {New Account] 14,703 T
Depreciation Expense . 14,103
To reverse annual depreciation to requiatory assetiiability (Utility is ¥S. Neutral)
The monthly depreciation expense must be reflected against a Regulatory Asset so that all effects
of FAS 143 are income Statement neutral.
DESCRIPTION DEBIT CREDIT
Depreciation Expense 250,000
Accumulated Depreciation 250,000
To record annual depraciation expense on 35.00,000 asset for which ARG is attached
The $5,000,000 asset for which the ARO is attached is already In the G/L systems and is shown for illustrative purpose

To record monthiy accretion expense

Every month, the ARO fiability must be accreted to the final future value of the ARO
liability at the company's credit-adjusted risk-free rate. The amount accreted is to be
reclassified to a regulatory asset/liability on the balance sheet.

DESCRIPTION DEBIT CREDIT
Accretion Expense (New Account) 30,343
ARO Liability - (New Account} 30,343

To record annual accretion expense on ARD liability

The liability at implementation must be accreted to the anticipated cash outlay.

DESCRIPTION DEBIT CREDIT
Regulatery AsseULiaEiity - {New Account) 30,343
Accretion Expense 30,343

To reverse annual gceretion expense fo requlatory assetfliability (Utility is ¥S neutral)

'The monthly depreciztion expense must be reflected against a Regulatory Asset so that all effects
of FAS 143 are Income Statement neytral.

3) Settlement of the obligation and the retirement of the initial asset there are a number
of journal entries that are required at the time the asset for which the ARO is aftached is
retired and the settlement of the ARO obligation is made to properly reflect the effect of
SFAS No. 143 on operations. However, no gain or loss on the settlement of either the
ARO asset or the ARO liability is reflected on the regulated entity’s income statement,
but rather these adjustments are recorded to the regulatory assetfliability on the halance
sheet as the effect of SFAS No. 143 is profit and loss neutral as long as recovery of the
regulatory asset/liability is probable under SFAS No. 71. These journal entries are:

* Torecord retirement on the asset for which the ARO is attached,

s Torecord retirement of ARD asset, ’
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* Torecord settlement of ARQ liability.

To record retirement of ARQO Asset

When the ARO asset is retired the difference between any cash inflow (none for ARO
assets) and the net book value of the ARO asset is to be recorded to a regulatory asset
on the company’s balance sheet.

DESCRIPTION DEBIT CREDIT
Accumulated Depreciation of ARG Asset . (New Accouni) 282,064

Long Lived Assats - ARO - {New Account) - 282,064
To record the retirament of ARO asset .
—Z record ine refirement of ARQ asset

The ARO Asset must be retired from the G/L Systems and any gain or loss reflected.
The gain / loss is recorded to a Regulation Asset / Liability.

To record retirement on the asset for which the ARO is attached

When the asset for which the ARO is attached is retired any gain or loss is to be
reflected as a regulatory assetfliability or in the provision for accumulated depreciation,
or income statermnent depending on the asset and the regulatory accounting related to
that asset. '

DESCRIPTION DEBIT CREDIT
Accumulated depreciation 5,000,000
Fixed Asset 3,000,000

Yo record retirement of asset for which ARO relatad
————=—L rTeme ol asset for which ARO rejated

The original asset for which the ARO is attached must be retired and any gain { loss reflected.

To record settlement of the ARO liability

In a regulated environment, when the ARO liability is settied, the difference between the
ARO liability currently reflected on the balance sheet and the total actual cash outflow to
settle that liability must be recorded to a regutatory asset/liability on the balance sheet.
This adjustment should be made when the last cash paymemt is mads and the
difference between the ARO liabifity on the balance sheet and total cash outflows can
be accurately calculated. -

DESCRIPTION REBIT CREDIT
ARD Liabilty - {New Accouni] j 953,893
Cash/Accounts payable ’ 900,000
Requlatory Asset/Liability - (New Account) : 93,893

To record the gain on settlement of ARO liability

The gain / loss is calculated by the difference between what is accreted on the liability and the cash outiay.
The gain / toss is recorded to a Regulation Asset / Liability.
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Other Considerations (Unregulated and Regulated Operations)

* The original asset for which the ARO is attached, the ARO asset and the ARO
liability must be linked within the General Ledger Systems.

* The original asset for with the ARO is attached, the ARO asset and the ARO liability
must be retired at the same time and any gain or loss recognized upon settiement
{(unregulated).

* Corporate systems should be programmed to record monthly depreciation and
accretion expense so that manual entries are not required.

* Accretion on the ARO liability and depreciation on the ARO asset will stop upon
settiement.

(See Appendix B for Unregulated and Regulated Operations - ARO Journal Entfy
Assumptions)

Financial Statement Disclosure
Requirements of the Standard

The final stage of implementing SFAS No. 143 is the complying with disclosure
requirements. The statement contains two disclosure requirements found in
paragraph 22 which are:

An entity shall disclose the following information about its asset retirement
obligations:

(a) A genera! description of the asset retirement obligations and the
associated long-lived assets,

(b) The fair value of assets that are legally restricted for purposes of
settling asset retirement obligations,

{c) A reconciliation of the beginning and ending aggregate carrying
amount of asset retirement obligations showing separately the
changes attributable to (1) liabilities incurred in the current period,
(2) liabilities settled in the current period, (3) accretion expense,
and (4) revisions in estimated cash flows, whenever there is a
significant change in one of more of those four components during
the reporting period.

If the fair value of an asset retirement obligation cannot be reasonably
estimated, that fact and the reasons therefore shall be disclosed.

The second disclosure requirements involves a transition disclosure
requirement found in paragraph 27:

An entity shall compute on a pro forma basis and disclose in the

footnotes to the financial statements far the beginning of the
earliest year presented and at the end of all years presented the
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amount of the liability for asset retirement obligations as jf this
Statenent had been appiied during all periods affected.

The pro forma amounts shall be computed using information current at the
time of adoption, current assumptions and current interest rates. It
appears that this transition disclosure is a one-time measurement since
the ongoing disclosure would replace this information going forward.

Appendix B of SFAS No. 143, titled “Background Information and Basis for
Conclusions,” provides some background information but does not provide any
additional guidance on disclosure. If an entity does not have assets that fall within the
scope of this Standard, there is no disclosure requirement.

For those entities with assets that fall within the scope of the Standard, the source of
information will obviously be available from the measurement, calculation process, and
journal entry process described previously. Without specific guidance, the content and
format of the disclosure will likely evolve over time. For many, the disclosure may take
the form of a separate footnote. The content and style of disclosure will likely vary
depending on such individual circumstances as the number or types of assets or the
related obligations, differences in measurement approaches, consolidations of
companies and business segments, and the materiality of the details. Other
circumstances affecting this disclosure for the gas and electric ufility industry will bé
related to application of SFAS No. 71, and the final conclusions by FERC in Docket
RMO02-7 that may involve changes in the Uniform System of Accounts to accommodate
SFAS No. 143.

Other transitional disclosure requirements

Until the Statement is implemented, there is a disclosure requirement for adoption of
new accounting proncuncements (SAB 74). Basically, an entity is to provide qualitative
or quantitative * information, when available, about the expected impact of
implemnentation, updated quarterly.

Other related disclosure impacts

Disclosure .

Additional disclosure issues exist beyond the requirements of the Statement such as
other notes to the financial statements involving property, depreciation, or estimates.
Current and proposed disclosure rules of the Securities and Exchange Commission
(SEC) should also be reviewed for additional SFAS No. 143 reiated disclosures.

Impairments

SFAS No. 143 will result in an increase in the carrying amount of an asset equal to the
caiculated asset cost. As a result, a test of impairment and recoverability should be
performed in accordance with SFAS No. 144, “Accounting for the Impairment or
Disposal of Long-Lived Assets.”
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Record Keeping Issues

The Edison Electric Institute (EEl) and The American Gas Association (AGA) do not
support specific regulations related to record keeping requirements for ARO’s. As
companies develop strategies and methods for the implementation and on-going
reviews required for the Standard, various methods may evolve over time on how
ARO's will be determined and measured. Because of this, EEl and AGA believe that
companies should be allowed flexibility for maintaining the associated records. Basic
accounting guidelines require that companies maintain sufficient, detailed records in
order to support information provided in financiai statements.

EEl and AGA have developed some suggested record keeping guidelines that may help
companies develop their own policies. They are as follows:

1) Documentation of communications with Business Units/Functions. The initial
documentation of these discussions should be very detailed and thorough. Each
year, a review of this documentation should be done to determine any changes,
new issues, elc.

2} Documentation of the due diligence analysis provided by the legal department as
to_what is considered a legal obligation and why. This should also include
discussions surrounding issues that were ultimately not determined to be legal
obligations and why. The legal department should then perform an anrnuyal
review for any changes, new Issues, etc. This should also include a review of the
Business Units/Functions documentation referred to in item 1) above.

3) Support for all items associated with the calculation of the ARO including, but not
limited to, the following:

» Third-party written estimates and related assumptions, or

* Internal cost estimates including assumptions for profits or mark-up,
overheads, market risk premium, etc.,

Timing of cash outflows,

Inftation rate,

Risk-free credit rate,

Estimated retirement dates,

Amortization schedules for interest accretion expense,

Depreciation schedules.

. o » 8 s

4} Support for ARQ transactions and balances ih-cluded in the regulatory asset and
liability accounts.

5) Periodic Audits - Companies should conduct regular audits for ARO's subject to
SFAS No. 143. Companies should prepare written audit instructions that ensure
the foilowing:

* A methodical review of company assets, plus the authorities that might
impose ARO's, - -
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* A procedure for sampling voluminous, repetitive records {e.g., form
contracts, easements), )
* A record of the audit itself, inciuding:
o personnel and records reviewed,
o assets reviewed,
o authorities reviewed with respect to each asset,
o legal determination made as to each authority ,
o basis of any cost calculations.
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Statement of Financial Accounting Standards No. 143
Accounting For Asset Retirement Obligations

Overview

In June 2001, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards No. 143, Accounting for Asset Retirement Obligations. Statement 143
changes the way companies recognize and measure legal retirement obligations that result from
the acquisition, construction and normal operation of tangible long-lived assets. In general,
companies will be required to recognize much sooner any legal liability associated with the
future retirement of tangible long-lived assets.

Statement 143 is effective for fiscal years beginning after June 15, 2002 (January 1, 2003 for
calendar year companies). Asset retirement obligations must be recognized as a liability and
measured at fair value. The cost associated with the recognition of the asset retirement
obligation is capitalized as part of the related asset’s book cost and is depreciated over the
expected life of the asset.

The asset retirement obligation is initially recorded at fair value, so the increase in that liability
causes accretion expense (similar to interest) to be recognized each period as an operating
expense in the income statement.

Statement 143 does not grandfather any current accounting for existing obligations. Companies
will have to convert to the new standard and recognize the cumulative effect of initially applying
the statement as a change in accounting principle. The amount to be reported as a cumulative
effect adjustment in the statement of operations is the difference between the amounts, if any,
recognized in the statement of financial position prior to the application of Statement 143 and the
net amount that is recognized in the financial statements-by applying new Statement 143. Any
asset retirement obligations that are currently reported as part of accumulated depreciation will
be reversed as part of the cumulative effect adjustment. °
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Scope

The scope of the final statement includes only legal obligations that compel the owner to remove
the asset or dispose of some component at retirement. The obligations included within the scope
of the standard are those that are unavoidable as a tesult of the acquisition, construction, or the
normal operation of a long-lived tangible asset. An ARO liability should be recognized if it
meets the definition of a liability in FASB Concepts Statement No. 6, “Elements of Financial
Statements.” In assessing whether an ARO meets this definition, an entity should determine if:

(a) Ithas a present duty or responsibility to one or more other entities that
entails settlement by probable future transfer or use of assets,

(b) It has little or no discretion to avoid a future transfer of use of assets, and

(¢) An obligating event has already happened.

But what does this mean and how does one determine if a long-lived asset is within this scope
definition? Only assets that are defined as long-lived are included. One must then determine if
any legal obligations exist that are associated with the retirement of these long-lived assets. For
the sake of this discussion, retirement is defined as the other-than-temporary removal of a long-
lived asset from service. It includes sale, abandonment, recycling, or disposal in some other
manner. However, it does not include the temporary idling of a long-lived asset.

Identifying ARO’s and measuring the liability is the most important part in the adoption of
FASB 143. It is recommended that utilities form working teams and include representatives from
legal, accounting, financial, operations and other business units as deemed necessary. These
teams will need to define very specifically what scope is to their company and how the review of
what is in scope will take place.

Basically the determination of whether assets are within the scope of Statement 143 is a review
of legal documents past and present that relate to the _purchase, construction, development, or
normal operation of the asset, Utilities have many tangible long-lived assets many of which were

-constructed over many decades. Thus, a sizable amount of work is required to identify the legal

obligations associated with plant assets and the review that identifies those legally enforceable
obligations that does make one liable for removal in any respect. Also an obligation may result
from only a portion of an asset (disposal of PCBs from a transformer) and only that portion must
be established under Statement 143. For purposes of Statement 143, a legally enforceable
obligation can result from:

(a) A government action, such as law, statute, or ordinance,

(b} An agreement between entities, such as a_written or oral contract,

Scott
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(¢} A promise conveyed to a third party that imposes a reasonable expectation of
performance upon the promisor under the doctrine of promissory estoppel.

To identify ARQ’s, the Law department can perform a review of all the typical legal documents
that includes laws, statutes, contracts, permits, certificates of need, etc. This review should cover
the documents listed in the first two items above. As the Law department does its review, it is
important to establish with them some ground rules to prevent the review from becoming
impossible in size. Start with a definition of long-lived assets and a list of those assets that meet
the definition. It is important to give this definition to the Law department and any other area
assisting on this project because the areas outside of accounting may not be cognizant of useful
lives. For areas where there is a large magnitude of similar contracts, use of a sampling
technique can be employed. However, it should be noted that if the result of the sampling does
not produce evidence of a legal obligation, one might want to include an ARO disclosure if there
could be an obligation, albeit remote, in the contracts not sampled. An example of such a
document is the easement associated with distribution property.

By assessing plant assets and reviewing legal documents including contracts, licenses, leases,
etc., the team can develop potential ARO’s. However, the team also will need to identify any
liabilities established by promissory estoppel. The review of promissory estoppel is difficult. -
Black’s Law Dictionary defines promissory estoppel as “the principle that a promise made
without consideration may nonetheless be enforced to prevent injustice if the promisor should
have reasonably expected the promisec to rely on the promise and if the promisee did actually
rely on the promise to his or her detriment.” The recommendation is to begin with an inventory
of issues, relationships, or other documentation that employees outside of the Law department
may have knowledge or possession. An inventory is used as opposed to a general survey in that
an inventory is more readily responded to over a survey. Thus, query plant and operations
managers from power production through the wires business to identify the obligations created
under the doctrine of promissory estoppel. The inventory can begin with a questionnaire to assist
with the field review. The questionnaire can contain a common language explanation of what it
1s you are looking for and why. It is important that the questionnaire attempt to derive potential
commitments made with local entities or those agreements entered into in order to settle
community issues at the time of initial construction.

~Once the inventory is complete, the work is not done. Obviously the information that was
returned needs to be reviewed. The Accounting and Law department must review and discuss
responses to determine if circumstances meet the requirements for creation of a legal obligation
under the doctrine of promissory estoppel. But where more work arises is when one plant or
department has discovered a potential retirement obligation. One must return to discuss this
situation with the other plants or departments to assure that the entire obligation have been
identified, '

Scott
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Many utilities have included removal costs in depreciation rates or some other rate recovery
mechanism. If customers have been paying for the cost of retirement through rates, they rnay
have a reasonable expectation that the utility will expend the costs to retire the asset at the end of
its useful life. The inclusion of a cost of removal component in depreciation rates in and of itself
does not constitute a legal obligation under the doctrine of promissory estoppel. However,
promises made by utilities in rate case proceedings or the specifics of PUC rate case orders may
elevate the inclusion of a cost of removal component in depreciation rates to the level of a legal
obligation. This determination is a legal question that should be evaluated with the assistance of
legal counsel. Barring any legal obligations the inclusion of removal costs in depreciation rates
would be construed as replacement costs of components of the entire system and are not
considered final retirement costs and therefore do not constitute an ARO.

Prior to adoption of SFAS#143, GAAP for utilities was to classify the removal cost liability as a
part of the reserve for accumulated depreciation. If all or a portion of interim asset retirements
are not included in the scope of SFAS # 143 and a company falls under the accounting prescribed
by SFAS #71, classifying the removal cost liability as a part of the reserve for accumulated
depreciation continues to be GAAP. Accordingly, the removal cost liability related to these
types of assets should not be reclassified as a regutatory liability. If an asset does fall under the
scope of SFAS#143 and a company falls under the accounting prescribed by SFAS #71, any
removal cost currently classified as a part of the reserve for accumulated depreciation should be
reclassified as a regulatory liability.

The Standard identifies examples of potential ARO’s including landfill closure and nuclear
decommissioning however there are probably many more in existence. The following example
of types of assets that may be within the scope of Statement 143 and circumstances that may or
may not create an ARO:

1) Nuclear Production

a} Final Nuclear Decommissioning — a company has a legal obligation to perform
decontamination activities when the plant ceases operations. Contamination
results from the normal operation of the plant and a liability should be recorded. A
company needs to review contracts, licenses, operating agreements, leases, etc. to
assess their extent of liability. In addition to obligations surrounding
contamnination, there may be legal requirements to return the plantto a
“greenfields” state. These costs are usually identified in required decommissioning
studies. If the legal obligation is determined to include only the contaminated
portions of the plant, then adjustments to the entire decommissioning study will
need to be made to reflect only those portions as an ARO.,

b)  Nuclear Fuel — a company needs to review all the associated documents, which
i surround this asset. It is generally assumed that eventually the Federal
Government will bear the responsibility for this asset when it is finally retired and
removed from the plant site. The retirement of the storage and handling facilities

6
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for nuclear fuel afier it has been spent will be the obligation of the company. These
costs, such as dry cask storage facilities, would create an ARO and may be
included already in final decommissioning. If no storage facilities currently exist
but they will be required when the spent fuel pool gets full the construction and
retirement of such facilities would need to be considered when assessing an
entities obligation.

Interim Retirements- an asset retirement obligation may exist for component parts
of the larger system. The retirement of this component part may happen prior to
retirement of the entire system and may constitute an obligation separate from the
final retirement or decommissioning. An example is a steam generator that needs
to be replaced prior to the end of the life of the unit. The obligation associated with
the retirement of the steam generator may occur at the time of replacement, if the
steam generator s removed from the site. However if the steam generator is feft
on the site, the storage and obligation will occur with the finaj decommissioning of
the plant and may be included in current plant decommissioning estimates. Not all
interim retirements will create an ARO. The recommendation is that a company
will need to assess interim retirements individually as to frequency and materiality
to determine when an ARO should be recognized and also what costs should be
captured as an ARO. For example, Entity A has a highly contaminated nuclear
asset with a cost of removal of approximately $2 million. $.8 million of this is for
the labor and supplies needed to remove the asset and the other $1.2 million is for
the “special” disposition costs for disposing of the contaminated asset. Because
this is an interim retirement, the recommendation is that only the $1.2 million of
disposition costs be accounted for in the ARO. For interim retirements such as
these, it is generally assumed that there is no legal obligation to remove the asset,
only- a legal obligation to dispose of the asset. In contrast, when the plant is
closed and the replaced asset is being removed, it is generally assumed that the
entire $2 million of costs be included in the ARO due to the legal obligations
associated with closing the plant. In a similar example, suppose the labor and
supplies to remove the asset are $1.98 million and the disposition costs are only
$.02 million. In this example a company may choose not to record any ARO
based on immateriality. Each company will need to address their specific
materiality thresholds. .

2. Steam Production

2)

General —~ after reviewing legal documents, which includes easements, licenses,
leases etc, a company may discover they have no legal obligations associated with
asset retirement. Types of assets that may have ARO’s associated with them are
intake structures, ash ponds, underground storage tanks, coal piles, tanks used to
accumulate hazardous waste, and coal mines. In some-instances, there is no legal
obligation to remove a structure or restore the land. In another instance, a lease on
the land may require decommissioning of the plant.
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b)  Environmental Obligations — A company may have certain environmental
obligations. If these environmental obligations result from environmental law,
contract, or other agreement or license, then they are legal obligations. An ARO
results only from environmental remediation liabilities arising from the normal
operation of the power plants. A company may have some liability associated with
a segment of the power plant such as ash ponds or intake structures. Asbestos to
be removed as part of an asset retirement is subject to the requirements of FASB
143 and the cost of removal should be included in determining the obligation. If
asbestos clean up is performed prior to the asset retirement then it should be
accounted for in accordance with the guidance of SOP 96-1.

c) Shared Assets — some generating facilities are co-owned or have many joint
owners. A situation may arise where one party defines an ARO and the other
owners do not. In this situation, it would behoove a company to review the
circumstances behind why the one company chose to recognize an ARO, There
could be instances where one company has made promissory statements and the
other companies will need to have their lega] staffs decide whether or not this
promise could be construed as their obligation as well. The scope of the retirement
obligation may be valued different by two or more co-owners for regulatory
purposes depending upon the State Commissions. An entity needs to understand
the development of a decommissioning cost estimate prior to using it for their
obligation, in other words co-owners should agree on the final retirement estimate
to use for an ARO.

Hydro Production

a} Federal Government— many hydro dams are operated under governmental water right
or flowage right licenses issued by the Federal Energy Regulatory Commission
(FERC). These licenses may not have explicit terms stating that a company is
responsible for removal or closure costs related to the ultimate retirement of the dams.
These dams have an extremely long useful life if operated and maintained properly
and it often is presumed that the asset will be operated into perpetuity. Since removal
of the dam property is not required under current operations, there is no ARO arising
from the FERC licenses. But that may not be the case forever. If the plant is going to
be decommissioned, an application to the FERC would be made and if the retirement
ensues an ARO would then be created. Also, if a dam is structurally impaired and
legally it must be removed, an ARO is created.

b) b) State Government — although the dams and spillways are controlled by Federal
licenses, there may be additional requirements placed on the facility by the state or
local agencies. A review of such requirements may produce an ARO even though the
review of the Federal license did not.

“Electric Transmission And Distribution Plant

Scott
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a) Transmission and Distribution Lines — a company may have transmission or
distribution lines that operate under property easement agreements. A company
usually helds only perpetual easements. If an easement were to be released, a
company may have an obligation to remove the lines and in some instances a state
may require removal if the entire line is retired. However, these easements do not
generally require restoration of the area. In general, a company operates the
transmission and distribution lines as if the assets will be operated into perpetuity.,
Even if the utility were to cease business, it is more likely than not that another
energy company would simply takeover the lines. A legal obligation may be
construed to exist due to the easement requiring removal of the lines, however, the
issue of whether the obligation can be measured is dealt with in the next section.

b) Interim Retirements - There are interim retirements of T&D plant that are
components of the system occurring annually that may have retirement
obligations associated with them. These may be due to environmental or other
contractual agreements. Examples could be wood poles and electrical equipment
containing PCBs, such transformers and capacitors. Retirement of these assets
may involve replacements for components of the system, though they may have
environmental obligations associated with their retirement. The disposal of
treated wood poles is regulated under state law and may require special handling
and disposal; electrical equipment containing PCBs require special disposal.
These retirements need to be addressed for frequency and materiality to determine
when the interim retirement would fall within the scope of FAS 143,

s. Gas Transmission and Distribution Plant

a}  Gas Transmission and Distribution Mains and Services — the Company may have a
gas transmission or distribution system that operates under property easement
agreements. A Company usually holds only perpetual easements. If an easement
were to be released, the Company may not have an obligation to remove the
system but allows a retirement in place. Gas pipelines containing PCBs must meet
certain requirements prior to abandonment or when removed for disposal.
However, in some instances a state may require removal if the entire line is retired.
These easements may not generally require restoration of the area, but certain local
governiments may. In this case a portion of the line may have an ARO, Generally,
a Company operates the gas transmission and distribution system as if the assets
will be operated into perpetuity. Even if the utility were to cease business, it is
more likely than not that another energy company would simply takeover the lines.
A legal obligation may be construed to exist due to the easement requiring removal
of the lines, however, the issue of whether the obligation can be measured is dealt
with in the next section. T
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Interim Retirements- There are interim retirements of gas transmission and
distribution assets that are components of the system occurring annually that may
have retirement obligations due to environmental or other contractual reasons.
Examples of these would be mains and regulating systems, however absent legal
obligations these retirements are probably replacements for components of the
system and would not be considered an ARO. Interim retirements need to be
addressed for frequency and materiality to determine when and if they would fall
within the scope of FASB 143.

6. Other Plant

a)

b)

Underground tanks could be considered as a retirement obligation. In some
instances, a State requirement creates an obligation when the tanks are initially
installed. In other cases, there are no legal obligations surrounding the disposal of
the tanks until the entity does something with the land the tanks are on i.e.; sell the
property. There still may be no obligation if the clean-up is performed under SOP
96-1.

Coal mines could possibly be considered an ARO with regard to potential closure
and/or site reclamation requirements. If an entity owns the land and makes holes
for mines, are the holes the asset or is the land the asset? If we assume the holes
are the asset and they are depleted in 12-18 months, then there may not be an ARQO
as the mines would not be considered long-lived assets. If the mines were worked
for long periods then the clean up at these mines could constitute an ARO.

7. Lease Obligations

a)

b)

a)

b)

FASB 143 applies to companies that incur retirement obligations including
companies that lease assets to other. There may be costs associated with a lease
that should be recorded as an asset retirement obligation.

An obligation to remove leasehold improvements at the end of the lease may be an
ARO under FASB 143. This is an example of where promissory estoppel may
exist.

8. Remediation Responsibilities

FASB 143 does not apply to obligations resulting from improper operation of an
asset or a system. Environmental damage that requires immediate clean up
resulting from improper operations (e.g., oil spill) would probably be liable under
SOP 96-1 and not subject to FASB 143.

If the cleanup is delayed and can be completed with the system retirement then it is
determined to be due to proper operations and is an obligation under FASB 143,

Measurement

10
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Ongce it is determined that the obligation falls within the scope of Statement 143, measurement is
the next step of the liability. The amount of the liability would initially be measured at fair
value. An entity shall recognize the fair value of a liability for an asset retirement obligation in
the period in which it is incurred if a reasonable estimate of fair value can be made. If a
reasonable estimate of fair value cannot be made in the period the asset retirement obligation is
incurred, the liability shall be recognized when a reasonabie estimate of fair value can be made,
in subsequent periods, an entity would recognize any changes in the amount resulting from the
passage of time and revisions to either the timing or amount of estimated cash flows.

The initial measurement of the liability will be at fair value (i.e. the amount that an entity would
be required to pay in an active market to settle the asset retirement obligation). The guidelines
require a fair value measurement even though some entities may perform the retirement activities
using only internal resources. If quoted market prices are not available, an estimate of fair value
can be calculated using valuation techniques such as the expected present value method.

For periods subsequent to the initial measurement, entities are required to recognize changes in
the liability resulting from the passage of time and from revisions in the timing or amount of
estimated cash flows. Changes resulting from the passage of time will increase the carrying
amount of the liability over time and will be recognized as an operating cost rather than as
interest expense in the financial statements. Entities will use the effective interest method and
the credit-adjusted risk-free rate for interest allocation to the liability. The objective of the
method is to recognize a level effective interest rate that is equivalent to the entity’s risk-free rate
(rate of zero coupon US Treasury bonds) adjusted for the entity’s credit standing.

Revisions in the timing or amount of estimated cash flows are to be recognized as changes in the
carrying amount of the liability and the related capitalized asset and are to be measured using the
current credit-adjusted risk-free rate for upward revisions, or using the credit-adjusted risk-free
rate applied in the initial measurement for downward revisions.

The statement requires a company to recognize the present value of its total estimated cash flows
as a liability with a corresponding increase to the related long-lived asset. Use of cost
accumulation based estimated engineering studies or removal cost studies might be discounted at
-the company’s credit-adjusted risk-free interest rate to record the initial value of the liability, plus
cumulative unrecognized interest expense if the liability occurred in the past.  The curnulative
effect adjustment for unrecognized depreciation and accretion expense may be recoverable in
rates and, therefore, the Company may recognize an additional regulatory asset rather than a
cumulative adjustment to the income statement.

The value of the ARO liability may be affected by the standard’s requirement to use fair value in
its measurement. In addition to the change in the value of the ARO liability, the Company may
incur additional costs associated with obtaining new engineering studies or removal cost

Scott
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estimates prepared in accordance with the proposed requirements. The full impact of the ARO's
fair value measurement requirement is not yet known.

Most entities will use the expected present value method due to the non-existence of an active
market for settling AROs. Removal costs would be based on gross removal costs instead of net,
The estimated salvage value is included in determining the depreciation base of the asset,
Therefore the estimated salvage should be excluded from the cash flows used to estimate the
ARO. If an entity uses the expected present value method, the entity would need to incorporate
assumptions into its cash flows that would reflect the assumptions that third parties would be
required to consider in order to take on the settlement of the obligation. Such third party or
market assumptions include the following:

(@) The costs that a third party would incur in performing the tasks necessary to
retire the asset,

(b) Other amounts that a third party would normally include such as inflation,
overhead, equipment charges, profit margin, and advances in technology,

{(¢) The extent that a third party’s costs or timing would differ due to different
future scenarios and relative probability,

(d) The market risk premium that a third party would demand for them to take
on the risks (similar to a contingency factor).

An example would be two entities using nuclear decommissioning studies to determine an ARO
for their nuclear power plants. In one case, Entity A intends to decommission their plant using
internal resources. Entity B had planned to have their decommissioning performed by a third
party. Both entities reflected their intentions in their decommissioning studies. In developing
their ARO, Entity ‘A would have to add assumptions about profit margins, overheads and other
third party costs to their ARO estimate, similar to Entity B. Failure to include certain third party
costs would be inconsistent with FASB 143.

Some general guidelines for determining whether to recognize an ARO and corresponding
examples are described below: .

() When cash flow can be determined and theré is a high or medium probability of the
settlement date, a liability must. be recorded. Such is the case for nuclear
decommissioning costs. Cash flows are estimated by cost accumulation based
engineering studies and the settlement date is provided by the license date.

(b) When cash flow can be determined and there is 2 low probability of the settlement
date, the measurement will reflect the low probability in the expected cash flows.
An example would be the removal of an_asset when retirement is unlikely.
Removal costs and a comresponding estimate of cash flows could be obtained.

i2
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However, since retirement is unlikely, a 10% chance of occurrence is assigned to
the probability estimate in the expected cash flow analysis.

{c) When cash flow cannot be determined and there is a low probability of the
settlement date, no liability is recorded but disclosure of the ARO is required, In
subsequent periods, the ARO must be re-evaluated until sufficient information
exists to determine a reasonable estimate of fair value. Generally, mass assets such
as transmission and distribution assets have indeterminate cash flow estimates and
no settlement dates.

An entity shall disclose the following information about its asset retirement obligations:

(a) A general description of the asset retirement obligations and the associated long-lived
assets,

(b) The fair value of assets that are legally restricted for purposes of settling asset
retirement obligations,

(¢) A reconciliation of the beginning and ending aggregate carrying amount of asset
retirement obligations showing separately the changes attributable to (1) liabilities
incurred in the current period, (2) liabilities settled in the current period, (3) accretion
expense, and (4) revisions in estimated cash flows, whenever there is a significant
change in one or more of those four components during the reporting period.

If the fair value of an asset retirement obligation cannot be reasonably estimated, that fact and the
reasons therefore shall be disclosed.

13
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Calculation Process Overview

WHNSW A WD

Guidelines

Calculating Estimated Cash Flows and Present Values
Calculating Accretion Schedule

Calculating Depreciation Schedule

Summary for Journal Entries

Calculating Subsequent Cash Flow Increase
Calculating Subsequent Cash Flow Decrease
Regulated - Footnote Disclosure

Calculating Multiple Cash Flows - See Appendix (A)

. Guidelines:

Estimates must be based on current active market pricing or prices for similar valuation, not
at a cost using internal labor resources

If removal will take longer than one year, estimated cash flows should be determined for each
year.

The accretion schedule and PV depreciation schedules should be prepared individually for
each cash flow rather than as a sum total

If variable remgval options exist then probability analysis should be done to determine the
appropriate cash flows. Also if there is a potential license extension then inflation factors

should be applied

Re-evaluation of estimated cash flow: increase use current risk free rates, decreases use risk
free rate in effect when the original liability was calculated

If more than one unit is at a facility, depending on timing, each unit may cérry its own ARO.
Additionally common area removal costs are presumed to be included with the final unit
being removed. This could result in a layering effect on the books

Exclude salvage value from cash flow estimates

¢ New Assets calculations would still apply except there would be no Accurulated
. Depreciation or Accretion to date when placed in service.

14
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2. Calculating Expected Cash Flows:

Labor 200,000
OH & Equipment 80% x 200,000 160,000
Contractors Mark Up 20% x (200,000+160,000) 72,000

Expected Cash flows Before Inflation 432,000
Inflation Factor: Cash Flows x (1 + rate) * #years

Inflated Cash Flows 432,000 x (1 + 4%) ~ 20 946,565
Market Risk Premium 5% x 946,565 47,328

TOTAL EXPECTED CASH FLOWS 993,893

Calculate the Present Value of the Estimated Cash Flows

Using a credit adjusted risk free rate: Discount rate / Accretion Rate
*20 year lived asset

Example:

Expected Cash Flows 993,893
PV Calculation = Cash flow / (1+ rate) * #years

Present Value == 993,893 / (1+6.5%) * 20 282,064

15



ARO White Paper

CONFIDENTIAL

Response to PSC Question No. 56(c)
Page 276 of 376
Scott

DRAFT DOCUMENT & APPENDICES FOR DISCUSSION PURPOSES ONLY

DOCUMENTS FOR EEVAGA MEMBER REVIEW ONLY -
3. Calculate Accretion Schedule using the same risk free rate

*Present Value is accreted over the life at the specific rate so at the end of the term the tota]
equals the expected cash flows

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Present Value

282,064.01
300,398.17
319,924.05
340,719.12
362,865.86
386,452.14
411,571.53
438,323.68
466,814.72
497,157.67
529,472.92
563,888.66
600,541.42
639,576.62
681,149.10
725,423.79
772,576.33
822,793.80
876,275.39
933,233.29

6.5%
Annual Accretion
PV * Discount rate

18,334.16
19,525.88
20,795.06
22,146.74
23,586.28
25,119.39
26,752.15
28,491.04

.30,342.96

32,315.25
34,415.74
36,652.76
39,035.19
41,572.48
44.274.69
47,152.55
50,217.46
53,481.60
56,957.90
60,660.16

16

Liability Balance
PV+ Annual Accretion

300,398.17
319,924 05
340,719.12
362,865.86
386,452.14
411,571.53
438,323.68
466,814.72
497,157.67
529,472.92
563,888.66
600,541.42
639,576.62
681,149.10
725,423.79
772,576.33
822,793.80
876,275.39
933,233.29
993,893.46
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4. Calculate Depreciation Expense Schedule

*Present Value Depreciated over life of the asset.
Total at end of life must equal Present Value

1995
1996
1997
1998
1699
2000
2001
2002
2003
2004
2005

Create Expense Worksheet (combine above schedules)
Annual Accretion and Annual Depreciation of the PV = Total New Expenses

Present Value

282,064.01 / 20 years

14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20

2006 14,103.20
2007 14,103.20
2008 14,103.20
2009 14,103.20
2010 14,103.20
2011 14,103.20
2012 14,103.20
2013 14,103.20
2014 14,103.20
TTL 282,064.01

Insert Line to accumulate totals to date for use in the journal entry

1995
1996
1997
1998
1999
2000
2001
2002

TTLS TO DATE

2003
2004
2005
2006
2007
2008

2009

2010
2011

Annual
Accretion Expense

18,334.16
19,525.88
20,795.06
22,146.74
23,586.28
25,119.39
26,752.15
28,491.04

184,750.71
30,342.96 -

32,315.25
34,415.74
36,652.76
39,035.19
41,572.48
44,274.69
47,152.55
50,217.46

Annual
Depr Expense
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
112,825.60
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20
14,103.20

17

TTL Expenses
32,437.36
33,629.08
34,898.26
36,249.94
37,689.48

- 35,222.59

40,855.35

42,594.24

44,446.16
46,418.45
48,518.94
50,755.96
53,138.39
55,675.68
58,377.89
61,255.75
64,320.66
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2012 53,481.60 14,103.20 67,584.80
2013 56,957.90 14,103.20 71,061.10
2014 60,660.16 14,103.20 74,763.36

5. Summary

* Information for journal entry consideration

Asset Retirement Liability (ARO) = PV element

Asset Retirement Liability (ARO) = Accretion to date element

Additional Accumulated depreciation = PV depreciated thru 2002

Sub total - Required

LESS

Asset Retirement Cost (ARC) =PV element

Total Accumulated Depreciation thru 2002 = accumulated
decommission funding ttls

Sub Total - Booked

Cumulative-effect adjustment = DR =under funded CR = over funded

2003 Depreciation Expense = PV depreciation per schedule
2003 Accretion expense = per schedule

6. Subsequent Cash Flow Increases
*Increases must use the current risk free rate

Original Asset In Place 1995

Original Cash Flow Estimate 993,893.46  Yr. 2002
Original Risk Free Rate used 6.50% Yr. 2002
Subsequent Revised Cash Flow 1,493,893.46 Yr. 2003
DELTA Increase in Cash Flow 500,000.00  Yr. 2003
Current Risk Free Rate 7.50% Yr. 2003
New Layer of ARD

Incremental Increase

PV Calculation incremental cash flow / (1+rate)*# Remaining years

13

282,064.01
184,750.71
112,825.60

297,576.31

14,103.20
30,342.96

500,000.00
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Present Value 500,000.00 / (1+7.5%) ~12 : 209,927.06

(1995+20years = 2015,
2015 - CY 2003 = 12 yr. Remaining)

19
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New Layer of Accretion/Depreciation

Accretion
Expense

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Depreciation
Expense

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
TTL

Present Value
PV INCREMENT

209,927.06
225,671.59
242,596.96
260,791.73
280,351.11
301,377.44
323,980.75
348,279.31
374,400.26
402,480.28
432,666.30
465,116.27

Present Value
209,927.06 / 12 years

17,493.92
17,493.92
17,493.92
17,493.92
17,493.92
17,493.92
17,493.92
17,493.92
17,493.92
17,493.92
17,493.92
17,493.92
209,927.06

NEW RISK RATE
Annual Accretion

PV * Discount rate
7.5%

15,744.53
16,925.37
18,194.77
19,559.38
21,026.33
22,603.31
24,298.56
26,120.95
28,080.02
30,186.02
32,449.97
34,883.72

20

Liability Balance
PV+ Annual Accretion

225,671.59
242,596.96
260,791.73
280,351.11
301,377.44
323,980.75
348,279.31
374,400.26
402,480.28
432,666.30
465,116.27
500,000.00
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7. Subsequent Cash Flow Decreases

*Decreases must use the rate applied to the asset at the time original ARO was calculated

Original Asset In Place 1995
Original Cash Flow Estimate
Original Risk Free Rate used
Subsequent Revised Cash Flow
DELTA Decrease in Cash Flow
Risk Free Rate Used Originally

993,893.46
6.50%
793,893.46
(200,000.00)
6.50%

Yr. 2002
Yr. 2002
Yr. 2010
Yr. 2010
Yr. 2003

New Layer of ARO

Delta Decrease

PV Calculation

Present Value

-200,000/ (1+6.5%) ~ 5
(1995 +20years = 2015,
2015 - CY 2010 = 5 yr. Remaining)

New Layer of Accretion/Depreciation

Original Risk Rate
Accretion Present Value Annual Accretion
Expense PV INCREMENT PV * Discount rate
6.5%
2010 (145,976.17) (9,488.45)
2011 (155,464.62) (10,105.20)
2012 (165,569.82) (10,762.04)
2013  (176,331.86) (11,461.57)
2014 (187,793.43) (12,206.57)
Depreciation
Expense Present Value
- (145,976.17) /5 years
2010  (29,195.23)
2011  (29,195.23)
2012 (29,195.23)
2013 (29,195.23)
2014  (29,195.23)
TTL  (145,976.17)

21

Liability Balance
PV+ Annual Accretion

(155,464.62)
(165,569.82)
(176,331.86)
(187,793.43)
(200,000.00)

(200,000.00)
incremental cash flow / (1+rate)™# Remaining years
(145,976.17)
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9. Regulated - Footnote Disclosure

* Disposal of Treated Poles Example

Under the theory that it is unknown when a pole will need to be replaced and that the life of each
pole is indeterminable, the recommendation is to handle as a footnote disclosure for FAS 143
compliance '

10. Calculating Multiple Year Cash Flows — See Appendix (A)

Nuclear Plant Dismantiement Schedule
s Assumptions
o 40 Year Life
o 4 years of estimated cash flows
o Placed in Service 1990
o Discount/Accretion Rate is 5%
s Estimated Annual Cash Flows
s Accretion Schedules
o PV Depreciation Schedules
Summary of Data for Journal Entry Consideration

22
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Subject: FAS 143 - Journal Entry Accounting for
Regulated and Unregulated Operations

Purpose: To provide accounting gnidance on journal entry preparation for both regulated and
unregulated operations resulting from the implementation of FAS 143. This White Paper will
provide accounting guidance on the required journal entries at: '

l. Implementation;

2. Monthly journal entries subsequent to implementation;

3. Settlement of the obligation and the retirement of the initial asset;

4. Additional ARO resulting from an increase in ownership percentage.

The impact on regulated entities resulting from FAS 143 (implementation to settlement) will be
Profit & Loss neutral and will be reflected as a regulatory asset/liability on the Balance Sheet as
long as the recovery of the regulatory assct/liability is probable under FAS 71.

Unregulated Operations

1) Journal Entries Required at Implementation: There are a number of journal entries

required at implementation to properly reflect the effect of FAS 143. These Jjoumnal entries are:

¢ To record the initial fair value of the ARO asset and ARO liability;

* Torecord the effect of depreciation on the ARO asset from the time the ARO liability was
incurred to implementation (offset is cumulative effect);

¢ To record the effect of accretion on the ARO liability from the time the ARO liability was
incurred to implementation (offset is cumulative effect);

* To record the reversal of gross cost of removal liability accrued to date (offset is cumulative
effect), if any;

* Torecord taxes on the net cumulative effect on income (offset is cumulative effect).

_To record the initial fair value of the ARQ asset and ARO liability

Upon implementation of FAS 143, the ARO liability (in current dollars) must be future valued at
the anticipated inflation rate to when the projected cash outflows will occur. The ARO liability
must then be present valued back to when the liability was first incurred using the company’s
risk free rate plus risk premium. This present value of the future cash flows at the time the
liability was first incurred is the ARQ asset to be depreciated using a systematic and rational
allocation method. This amount is also the initial ARO liability before any accretion on the ARO
liability to date of implementation and beyond.

23
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To record the effect of depreciation on the ARO asset from the time the ARO liability was
incurred to implementation

The ARO asset must be depreciated using a systematic and rational allocation method. This
adjustment to the cumulative effect is for the total life to date depreciation that would have
occurred if the asset was established at the time the ARO liability was incurred to date of
implementation of FAS 143.

To record the effect of accretion on the ARO liability from the time the liability was
incurred to implementation

The ARO liability must be accreted to the final future value of the ARO liability at the
company’s tisk free rate plus risk premium. This adjustment to the cumulative effect is for the
total life to date accretion that would have occurred if the ARO liability was established and
accreted from the time the ARO liability was incurred to date of implementation of FAS 143.

To record the reversal of gross cost of removal liability accrued to date

Any gross cost of removal liability accrued to date must be reversed from the Balance Sheet and
offset against the cumulative effect.

To record taxes payable or receivable on the net cumulative effect

The tax effect (based on the company’s effective tax rate) of the cumulative effect must be
reflected. '

2) Monthly Journal Entries Subsequent to Implementation: There are a number of journal
«ntries that are required each month to properly reflect the effect of FAS 143 on operations.
" These joumal entries are: ’

¢ To record monthly depreciation expense;
¢ To record monthly accretion expense.

To record monthly depreciation expense

Every ;nonth, the present value of the future cash ﬂows- at the time the liability was first incurred
(ARO asset) must be depreciated using a systematic and rational allocation method.

24



