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Course Information for: Financial Accounting and Reporting

= Course Overview — In this course, attendees will gain a basic understanding different financial accounting methods and why
they are different. Students will also learn about the standard setting bodies that are responsible for overseeing the proper
application of the standards and be introduced to the reporting required of each.

= Intended Audience - This course is intended for students that entering the field of rate regulation so that they become familiar
with the types of financial accounting either directly used by or indirectly recognized by regulatory commissions and agencies.

=  Learning Objectives — After this course the student will have a foundational understanding of the types of financial accounting,
their standard setters, and reporting requirements.

=  Course Level — Basic

=  Course Prerequisites -None

= Advance Prep — None

= Delivery Method — Online Group Live

= NASBA National Registry Statement -- The Institute of Public Utilities is registered with the National Association of State Boards
of Accountancy (NASBA) as a sponsor of continuing professional education on the National Registry of CPE Sponsors. State
Boards of Accountancy have the final authority on the acceptance of individual course for CPE credit. Complaints regarding
registered sponsors may be submitted to the National Registry of CPE Sponsors through its website: www.nasbaregistry.org.

= This course is eligible for CPE credit.

CPE

SPONSORS
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Financial Accounting

The term “Financial Accounting” is commonly
used to refer to accounting that follows Generally
Accepted Accounting Principles (GAAP)

Financial Cost Managerial
Accounting Accounting Accounting
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Financial Accounting

Accounting is the art of recording, classifying and
summarizing in a significant manner and in terms of
money, transactions and events, which are in part at

least of a financial character, and interpreting the result
thereof.

The American Institute of Certified Public Accountants (AICPA)

The process of identifying, measuring, and
then communicating economic and financial
Financial events of an entity so a mutual understanding
. of its economic health can be obtained
Accounting : : . -
allowing for informed decisions, opinions,
and judgments by users.
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Financial Accounting

US GAAP Governmental
Accounting Accounting
Regulatory Income Tax
Accounting Accounting

Sustainability
Accounting

International Financial
Reporting Standards
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Financial Accounting

US GAAP
Accounting

International Financial Sustaina.bility
Reporting Standards Accounting
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The Basis of Accounting

All financial statements are prepared in accordance with a
Financial Reporting Framework.

Financial statements (including related notes), are a structured
representation of historical financial information intended to:

= Communicate an entity’s economic resources and obligations at a
point in time (e.g., Balance Sheet) or

* The financial or economic changes for a measured period in
accordance with a financial reporting framework (e.g., Income
Statement).

* The term financial reporting frameworlk is defined as:

A set of criteria used to determine measurement, recognition,
presentation, and disclosure of all material items...

Review of Financial Statements (AICPA, Professional Standards)
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The Basis of Accounting

A Comprehensive Basis of Accounting:

e Determines HOW and WHEN economic and
financial information is identified and
measured.

* Isa SYSTEMATIC and STRUCTURED
methodology for recognizing, valuing,
tabulating, and categorizing economic and
financial transactions.

* Overseen by some system of governance — a
STANDARD SETTER.
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The Basis of Accounting

NOTE:
= Cash Basis of Accounting —

Recognizes transactions for accounting purposes only
when actual cash is received or paid.

= Accrual Basis of Accounting —

Recognizes transactions for accounting purposes when
Revenues are Earned, and Expenses or Liabilities when
Incurred.

In the purest sense, these are methods of accounting, not bases of accounting.

BUT NOTE: Common terminology refers to them both as “basis of accounting.”

Do not confuse them with the bases of accounting we are talking
about in this lecture.
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The Basis of Accounting

Every Comprehensive Basis of
Accounting has these components

Reporting

Requirements

N

Rules and structure

J

Governance

Purpose and Users
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The Basis of Accounting

US GAAP Accounting

Generally Accepted Accounting Principles

Reporting

Requirements

N

Rules and structure

J

Governance

Purpose and Users

IPUMSU - FINANCIAL ACCOUNTING AND REPORTING 2024



MSU

The Basis of Accounting _
US GAAP Accounting

Purpose and Users

SECURITIES ACT OF 1ax
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The concept of Generally Accepted Accounting Principles is first | . . . ..
found in the Securities Act of 1933. i e e i pale o
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created the process for an accounting '
standard for corporate financial statements.
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The Basis of Accounting

US GAAP Accounting

Generally Accepted Accounting Principles

Reporting

Requirements

N

Rules and structure

J

Governance
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US GAAP Accounting

%] SECURITIES ACT OF 1433 Sen 19

EFFECTIVE DATE OF 2010 AMENDMENT

Amendment by Pub. L. 111-202 effective 1 day after July
21, 2010, see section 4 of Pub. L. 111-203.

EPECIAL POWERS OF COMMISSION

SEC. 19, {a) The Commission shall have authority from time to
time to make, amend, and rescind such rules and regulations as
may be necessarv to carry out the provisions of this title, includin
rules and regulations governing registration statements an
prospectuses for various classes of securities and issuers, and defin-

auxclun technical and trade terms used in this title. Among

th.mgs. the Commission shall have authority, for the purposes
-:-f this title, to prescribe the form o forms in which required infor-
matmnshajlbasatfcxrth the items ar details to be shown in the
balance shest and as:ning statement, and the methods to be fol-
lowed in the meparation of accounts, in the appraisal or valuation
of assets and liabilities, in the determination of depreciation and
depletion, in the differentiation of recwrring and non-recurring in-
come, in the difﬁmnﬁatil:-n of investment and operating income,
and in the preparation, where the Commission deems it necessary
ar d.am:abla. consolidated balance shests or income accounts of
any person directly or indirectly controlling or controlled by the
issuer, or any person under direct or indirect common control with
the issuer. "I%.a rules and regulations of the Commission shall be
effective upon publication in the manner which the Commission
shall prescribe. No provision of this title impesing any liability
shall apply to any act done or omitted in good faith in conf'n::nuh
with any rule or regulation of the Commission, nntwithstandi::lg
that such rule @ regulation may, after sach act or omission, be
amended or rescinded or be determined by judicial ar other author-
ity to be imvalid for any reasomn.

(b) RECOGHITION OF ACCOUNTING STANDARDS, —

(1) IN GENERAL—In carrying out its authority under sub-
section (a) and under section 13k} of the Securities Exchange
Act of 1934, the Commission may recognize, as “generally ac-
cepted” for purposes of the securities =, any accounting
principles established by a standard setting b-::dv—

(&) that—

(i} is organized as a private entity;

(11} has, for administrative and operational pur-
poses, a board of trustees (or equivalent body) serving
in the public interest, the majority of whom are not,
concurrent with their service on such board, and have
not been during the 2-vear period ;:acad such serv-
ice, associated persons of any registered public ac-
counting firm;

(iii} is funded as provided in section 109 of the
Sarbanes-Oxley Act of 2002,

(iv] has adopted procedures to ensure prompt con-
sideration, by ma,jnritgfrvc:ta of its mam]:-ars?ruf changes
to accounting principles necessary to reflect emerging

IPUMSU - FINANCIAL ACCOUNTING AND REPORTING 2024
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%] SECURITIES ACT OF 1433 Sen 19

US GAAP ACCOU nting EFFECTIVE DATE OF 2010 AMENDMENT

Amendment by Pub. L. 111-202 effective 1 day after July
21, 2010, see section 4 of Pub. L. 111-203.

EPECIAL POWERS OF COMMISSION

SEC. 19, {a) The Commission shall have authority from time to
time to make, amend, and rescind such rules and regulations as
may be necessary to carry out the provisions of this title, :i.ucluding

(b) RECOGNITION OF ACCOUNTING STANDARDS.— \
(1) IN GENERAL.—In carrying out its authority under sub-
section (a) and under section 13(b) of the Securities Exchange
1 Act of 1934, the Commission may recognize, as “generally ac- A
cepted” for purposes of the securities laws, any accounting
principles established by a standard setting body—
(A) that—

(i) is organized as a private entity;

(i1) has, for administrative and operational pur-
poses, a board of trustees (or equivalent body) serving
in the public interest, the majority of whom are not,
concurrent with their service on such board, and have
not been during the 2-year period preceding such serv-

ice, associated persons of any registered public ac-

\ counting firm; = o Y

T L T

(A) that— .

(i} is organized as a private entity;

(11} has, for administrative and operational pur-
poses, a board of trustees (or equivalent body) serving
in the public interest, the majority of whom are not,
concurrent with their service on such board, and have
not been during the 2-vear period meceding such serv-
ice, associated persons of any registered public ac-
counting firm;

(iii} is funded as provided in section 109 of the
Sarbanes-Oxley Act of 2002,

(iv] has adopted procedures to ensure prompt con-
sideration, by ma,jnritgfrvc:ta of its mam]:-ars?ruf changes
to accounting principles necessary to reflect emerging

MSU
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US GAAP ACCOU nting EFFECTIVE DATE OF 2010 AMENDMENT

Amendment by Pub. L. 111-202 effective 1 day after July
21, 2010, see section 4 of Pub. L. 111-203.

EPECIAL POWERS OF COMMISSION

SEC. 19, {a) The Commission shall have authority from time to
time to make, amend, and rescind such rules and regulations as
may be necessarv to carry out the provisions of this title, includin
rules and regulations governing registration statements an
prospectuses for various classes of securities and issuers, and defin-

auxclun technical and trade terms used in this title. Among

th.mgs. the Commission shall have authority, for the purposes
-:-f this title, to prescribe the form o forms in which required infor-
matmnshajlbasatfcxrth the items ar details to be shown in the
balance shest and as:ning statement, and the methods to be fol-
lowed in the meparation of accounts, in the appraisal or valuation
-:-f assets and liabilities, 1:|:| tha dat&rmumtmn l:-f daprecmtmn s.nd

b I : al. 12047,

Financial Accounting Standards Board (FASB)

ISESUET, OF ahy person under direct or indirect commen control with
the issuer. rules and regulations of the Commission shall be
effective upon publication in the manner which the Commission
shall prescribe. No provision of this title impesing any liability
shall apply to any act done or omitted in good faith in conf'n::nuh
with any rule or regulation of the Commission, nntwithstandi::lg
that such rule @ regulation may, after sach asct or omission, be
amended or rescinded or be determined by judicial ar other author-
ity to be imvalid for any reasomn.
(b) RECOGHITION OF ACCOUNTING STANDARDS, —

(1) IN GENERAL—In carrying out its authority under sub-
section (a) and under section 13k} of the Securities Exchange
Act of 1934, the Commission may recognize, as “generally ac-
cepted” for purposes of the securities laws, any accounting
principles established by a standard setting b-::dv—

(&) that—

(i} is organized as a private entity;

(11} has, for administrative and operational pur-
poses, a board of trustees (or equivalent body) serving
in the public interest, the majority of whom are not,
concurrent with their service on such board, and have
not been during the 2-vear period ;:acad such serv-
ice, associated persons of any registered public ac-
counting firm;

(iii} is funded as provided in section 109 of the
Sarbanes-Oxley Act of 2002,

(iv] has adopted procedures to ensure prompt con-
sideration, by ma,jnritgfrvc:ta of its mam]:-ars?ruf changes
to accounting principles necessary to reflect emerging
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US GAAP Accounting

* Recognized in 1973 (by the SEC) as the
Standard Setting Body for US GAAP for
publicly held companies,

* Has the authority to Establish and Interpret
GAAP,

* Seven Member Board with five-year terms
(limited to two terms),

* Part of the Financial Accounting Foundation
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US GAAP Accounting

The Financial Accounting
Foundation is

* Anindependent non-profit
organization,

* Responsible for the oversight,
administration, and financing,
of the FASB, and

 The appointment of its board

IPUMSU - FINANCIAL ACCOUNTING AND REPORTING 2024



PUMSU

US GAAP Accounting

US GAAP Accounting

Generally Accepted Accounting Principles

Reporting

Requirements

N

Rules and structure

Fingayatdyes ntine

Standards Board

To Protect Investors
and Shareholders
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US GAAP Accounting

Generally Accepted Accounting Principles

Governance . Reportlngt
Hierarchy equirements <
Congress Rules and Structure

J

Financial Accounting
Standards Board

To Protect Investors
and Shareholders

SEC

FAS

PUMSU
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US GAAP Accounting

US GAAP Accounting

Generally Accepted Accounting Principles

Reporting

Requirements

N

Rules and Structure

J

Financial Accounting
Standards Board

To Protect Investors
and Shareholders
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US GAAP Accounting

rules are reflected in the
FASB Accounting Standards Codification.

The Codification:

* |Is the only authoritative source of US GAAP
recognized by the FASB.

* It’s limited to nongovernmental entities.

* Includes rules and interpretive releases of the
SEC which are authoritative for SEC registrants.
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US GAAP Accounting

Prior to the codification, ir +he FASB issued
dards

IPUMSU - FINANCIAL ACCOUNTING AND REPORTING 2024




PUMSU

US GAAP Accounting
Rules and Structure

Mll

ACD IFIﬁAIALl\' :ﬁﬁl LS
HTIC TFAOD LUTETILLY 150UTS

Accounting Standards Updates (ASU)

LD

P
L T
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US GAAP Accounting DE=REH0
Rules and Structure a*;:@,!,ll,l
FASB Accounting Standards Codification T '

< https //asc faSb |
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US GAAP Accounting
Rules and Structure

FASB Accounting Standards Codification
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Rules and Structure

FASB Accounting Standards Codification

Topic XXX Sub-Topic XXX Section XX Paragraph X
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US GAAP Accounting
Rules and Structure

FASB Accounting Standards Codification

-

— —
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US GAAP Accounting
Rules and Structure

FASB Accounting Standards Codification

Sub-Topics of ASC 980

Topic XXX
opie 10 - Cwerall
905 - Agriculture 3 20 - Discontinuation of Rate-Regulated Accounting
ane - Airlines . 250 - Accountin s and Error Corrections
91X - Contraclors . 340 - Other Assets and Deferred Costs

915 - Development Stage Entiies » 350 - Intangibles—Goodwill and Other

360 - Property, Plant, and Equipment

92% - Entertainment b

93X - Extractive Activities R 405 - Liabilities

9 - Financial Services > 410 - Asset Retirement and Environmental Obligations
952 - Franchisors > 450 - Contingencies

954 - Health Care Entities R 470 - Debt

958 - Not-for-Profit Entities b 605 - Revenue Recognition

96X - Plan Accounting N 710 - Compensation—General

47X - Real Esiate 5 715 - Compensation—Retirement Benefits

930 - Regulated Operations > 740 - Income Taxes

4g5 - Software 3 810 - Consolidation

C > 995 - U.S. Steamship Eniiies  » Slasnerivatives,snd, ioging

825 - Interest
240 - Leases

842 - Leases
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US GAAP Accounting
Rules and Structure

FASB Accounting Standards Codification
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US GAAP Accounting

US GAAP Accounting

Generally Accepted Accounting Principles

Reporting

Requirements

RGeS @i rStpdctbive

Financial Accounting
Standards Board

To Protect Investors
and Shareholders
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US GAAP Accounting

Securities and Exchange Commission
Reporting Requirements
Using the US-GAAP Basis of Accounting

= Prospectus

* A detailed statement regarding the issuance
of stock to the general public.

* Contains financial and other information
that would assist the potential investor to
evaluate the stock and the prospects of the
company for profit, loss, and growth

= 10-K reports

* Annual comprehensive overview of
company’s business — financial statements
with notes and additional required
information.

= 10-Q reports

* Quarterly unaudited financial reports

IPUMSU - FINANCIAL ACCOUNTING AND REPORTING 2024

" Proxy statements to shareholders

* Security and Exchange Commission
mandated disclosures used to solicit
shareholders’ votes in annual or special
meetings

* Must include data on "named executive
officers' compensation and incentives
(salaries, bonuses, shares of stock)

= 8-K reports

* Report occurrence of any material events
or corporate changes of interest to
investors or security holders




US GAAP Accounting

US GAAP Accounting

Generally Accepted Accounting Principles

Rep ortm%
SEC Required %Eorts
equiremen

N

Codification and ASUs

J

Financial Accounting
Standards Board

To Protect Investors
and Shareholders

PUMSU
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US GAAP Accounting

Questions?

Comments?

Observation
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Do they koo

The Accounting Principles Board (APB) was
created by the American Institute of Certified Public
Accountants in 1959 and issued pronouncements

on accounting principles until 1973.
]

What was the name of the
accountancy standards body that
FASB replaced?

a) US Accounting Board
b) Accounting Standards Board

€]__Accounting Principles Board >

d) US Supreme Court
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Financial Accounting

us Gaap ()

Governmental

Accounting Accounting
Regulatory Income Tax
Accounting Accounting

Sustainability
Accounting

International Financial
Reporting Standards
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Governmental Accounting
The other GAAP
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Governmental Accounting

Investor-owned utilities served 72% of U.S. electricity
customers in 2017

U.5. electric utilities by ownership type (2017) =
number of companies million customers Cla

i 168 investor owned -
m cooperatives I 20

publicly owned m publicly owned F 24

0 1,000 2,000 0 50 100 150

Source: U5, Energy Information Adminisiration, Annual Electric Power Industry Report

investor owned

cooperatives

According to the U.S. Energy Information Administration, in 2017
there were almost 3,000 electric utilities in the U.S., two-thirds were
governmental serving only 15 percent of the total customers.
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Governmental Accounting
The other GAAP

Reporting

Requirements

~\

Rules and structure

J

Governance

Purpose and Users
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Governmental Accounting

Purpose and Users

The Purpose of governmental accounting is to provide
financial information about governmental entities:

* That is comparable with legally adopted budgets,
* That allows assessment of financial condition and
results of operations,

* Assists in determining compliance with finance-
related laws, rules, and regulations; and
e Assists in evaluating efficiency and effectiveness.

Users of governmental financial reports are divided into
three groups:

*The citizenry,

*|egislative and oversight bodies, and
*|nvestors and creditors.

Source: GASB Concept Statement 1 (1987)
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Governmental Accounting

Governance

* Established in 1984 as the Standard Setting
Body for US GAAP for governmental entities,

* Has the authority to Establish and Interpret
Governmental GAAP,

* Seven Member Board with five-year terms
(limited to two terms),

* Part of the Financial Accounting Foundation
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Governmental Accounting

US GAAP Accounting
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Governmental Accounting

Reporting
Requirements

N\

Rules and structure

Provide information to
citizens, political groups,
creditors, and others

PUMSU
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o Statements of Governmental
Accounting Standards - 103

« Concept Statements — 7

* Interpretations - 6
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Rules and structure

The then GASB ChairmalR Tom Allen declared Stmt 34
as: "...the most significant change to occur in the
history of government financial reporting."
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Governmental Aceounti

Rules and structure
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Governmental Accounting

Indir(ﬁcﬁ ﬁBOB?Hﬁ Req

equirements

Rrles amndcﬂmmure]

Provide information to
citizens, political groups,
creditors, and others

PUMSU
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Governmental Accounting

huestions
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Monopolies

Poll Question

Which Railroad in the game
Monopoly was not a real railroad?

1. B&O Railroad
<2__Short Line Railroad >

3. Pennsylvania Railroad
4. Reading Railroad
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Financial Accounting

US GAAP @ Governmental @

Accounting Accounting

Income Tax
Accounting

Regulatory
Accounting

International Financial Sustaina.bility
Reporting Standards Accounting
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Regulatory Accounting
RAP — Regulatory Accounting Principles
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Regulatory Accounting
RAP — Regulatory Accounting Principles

Reporting

Requirements

N

Rules and structure

J

Governance

Purpose and Users
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Regulatory Accounting
Purpose and Users

The Purpose of Regulatory Accounting is to:

Protect: Rate Payers, Regulated Companies, and the Public.
Gather: financial information which:
* Allows assessment of financial condition and results of operations,
» Reflects the cost of service by customer class,
* Allows the tracking of costs by function,
* Allows for regulatory economic oversight.

Users of regulatory financial reports are divided into three groups:
*The ratepayers,
* Utilities and Regulators
* Investors and creditors.
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Regulatory Accounting
Rules and Structure

* In 1903, in response to the lack of a standard for
railway accounting, the industry created a
committee which held over fifty meetings over a
two-year period (1903 to 1905). The committee’s
report ended up serving little purpose since the
various companies could not reach a consensus
as to a uniform standard.

* Since regulatory agencies could not rely on
private entries to develop their own accounting
standards, regulators developed and
implemented their own Uniform Systems of
Accounts (USoA).
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Regulatory Accounting
Rules and Structure

ngs over a
mmittee’s
since the
nsensus

Ince regulatory agencies could not rely on
private entries to develop their own accounting
standards, regulators developed and
implemented their own Uniform Systems of
Accounts (USoA).
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Regulatory Accounting

Rules and Structure

* In 1905, Wisconsin created a railroad
commission with full ratemaking power over
the state’s railroad tariffs

* The Interstate Commerce Commission, (ICC)
was the first federal regulatory agency to be
given responsibility for the economic
oversight of a critical industry. The Hepburn
Act in 1906 gave the ICC the power to set
maximum rates of the nation’s railroads.

* by 1907, Wisconsin and New York gained
ratemaking authority over the state's electric

_ companies. -
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Regulatory Accounting
Rules and Structure

STATE OF NEW JERSEY

The first interstate USoA was published in
FURLAC UTIATY COMMSSIONERS 1922 by the National Association of Railroad
and Utilities Commissioners (NARUC),

UNIFORM SYSTEM OF ACCOUNTS

FOR

S In the 1930‘s the Federal Communications
Commission and the Federal Power
Commission (predecessor of FERC) issued

Eiflective Jaouary ¥, 1913

their own USOA.
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Regulatory Accounting
Rules and Structure

The Federa| Energy Regulatory

The Federal Energy Regulatory Commission (FERC)
Commission (FERC)

S€rvation
and w of Pow
Title 18 C.F.R. Conservation ater Resources CHAPTE;rI-
of Power and Water PART 201
~-UNIF

Resources ,,eAcgouNTs PRESgEINé :;SFT(')E':/' OF

URAL GAs
PART 101—UNIFORM SUBJECT To THC'IEOMPANIES
SYSTEM OF ACCOUNTS THE NATURA PROVISIONS of
PRESCRIBED FOR PUBLIC L GAs ACT

UTILITIES AND LICENSEES
SUBJECT TO THE
PROVISIONS OF THE
FEDERAL POWER ACT
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Regulatory Accounting
Rules and Structure

USoA Structure

* Authority and Application
* Definitions
* Accounting Instructions

* General Instructions

e Utility Plant Instructions

* Operating Expense Instructions
 Chart of Accounts (COA)
* Account Descriptions
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Regulatory Accounting

When used in this system of accounts:

27. Project property means the property described in and subject 1o a license issued by the
Commission.

28. Property retired, as applied to electric plant, means property which has been removed, sold,
abandoned, destroyed, or which for any cause has been withdrawn from service.

29. Public utility means any person who owns or operates facilities subject to the jurisdiction of the
Commission under the Federal Power Act. (See section 201(e) of said act.)

30. Regional market means an organized energy market operated by a public utility, whether directly or
through a contractual relationship with another entity.

(31, Regulatory Assets and Liabilities are assets and liabilities that result from rate actions of regulato
agencies. Regulatory assets and liabilities arise from specific revenues, expenses, gains, or losses that
would have been included in net income determination in one period under the general requirements of

\_the Uniform System of Accounts but for it being probable:

A. 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

B. in the case of regulatory liabilities, that refunds to customers, not provided for in other accounts, will
\ be required.
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™ | A a®

182.3 Other regulatory assets.

A. This account shall include the
amounts of regulatory-created azzets,
not inclodible in other accounts, re-
sulting from the ratemaking actions of
regulatory agencies. (See Definition No.
30.)

B. The amounts included in this ac-
count are to be established by those
chargez which would have been in-
cluded in net income, or accumulated
other comprehensive income, deter-
minations in the current period under
the general requirementz of the Uni-
form System of Accounts but for it
being probable that such items will be
included in a different periodi(s) for
purposes of developing rates that the
ntility i authorized to charge for its
ntility services. When specific identi-

)
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UNITED STATES OF AMERICA g2, ferc 961,293
FEDERAL ENERGY REGULATORY COMMISSION

18 CFR Parts 101 and 201

[Docket Mo. RH?E-l-ODﬂ]

Rewisions to ypd form Systems of Accounts

to Account for Allgwances under the

Clean Air Act amendments @F 1990

and Regu]atory—treated azsets and Liabilities
and to Form pas. 1, L-F. 3 and Z-A

ORDER NO. n52

(Issued pmarch 31, 1993)

vecucys  Federal Enerdy Regulatary Commissian

If GAAP confli
licts with
needed by the C the accountin -
ommissi iting and financi :
then GAAP must yield ion to fulfill its statutory rzlsgeori]or_gng
' sibilities,

Order No
. 552, 62 FERC 61,299, (March 31, 1993)

ipformation callection provis oSy

affactive until apprnued by the office of Management and BudgeT.

notice of this date will be pubTished in the Fedaral Register.

pocket Koo AMaZ-1-000 -2
FOR FURTHER INFORMATION CONTACT:
Gregory A

. Bersan
nffice of chief Aecountant
page 1
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Regulatory Accounting
RAP — Regulatory Accounting Principles

Reporting

Requirements

o
Rutesaamchistpuctuses

J

Federal & State
Governments

Protect and inform
Ratepayers, investors, & utilities
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Regulatory Accounting
Reporting Requirements

All States and Federal Regulators require, at
the minimum, Annual Reports for its
jurisdictional utilities and transportation
companies

* Most are paper based, and electronic
means a paper-based report converted
to pdf.

* Electric, Gas, Water, Pipeline, and
Wastewater
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Regulatory Accounting
Reporting Requirements

The Federal Energy Regulatory Commission
(FERC) requires quarterly reports along
with the annual report requirement. The
reports include both financial and
operating data.

A study done by the Washington Utilities
and Transportation Commission found FERC
reports commonly range from 260 Pages to
520 Pages.
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Regulatory Accounting
Reporting Requirements

In October 2021 the Federal Energy
Regulatory Commission (FERC) begin
requiring companies to file all reports in
XBRL Format.

* XBRL, or eXtensible Business Reporting
Language, is an XML standard for
tagging business and financial reports to
increase the transparency and
accessibility of business information by
using a uniform format.
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Regulatory Accounting
Reporting Requirements

 The XBRL specification is developed and
published by XBRL International, a non-
profit consortium of more than 650
companies and agencies.

e All publicly listed companies are
required to use XBRL to submit financial
reports to the Security Exchange
Commission.
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Renortineg Reauirements

MSU

Taxonomy -

|£I
n_'l

= e = R R = R R

+

1

Network Browser

letwork: | Presentation ¥ | Lang: |en g

._‘l Electric Plant in Service [Line ltems]

1. INTAMGIBLE PLANT

2. PRODUCTION PLANT

3. Transmission Plant
(350) Land and Land Rights
(351) Energy Storage Equipment - Transmission
E Energy Sforage Equipment - Transmission, Balance
E Energy Sforage Equipment - Transmission, Additior
E Energy Storage Equipment - Transmission, Retirem
E Energy Storage Equipment - Transmission, Adjustmr
E Energy Sforage Equipment - Transmission, Transfe
E Energy Storage Equipment - Transmission, Balance
(352) Structures and Improvements
(353) Station Equipment
(354) Towers and Fixtures
(355) Poles and Fixures
(356) Owverhead Conductors and Devices
(357) Underground Conduit
(358) Underground Conductors and Devices
(359) Reads and Trails

(350, 1}.5.55&1 Retirement Costs for Transmission Plant -

W - e amoan

3

Details Relationships

Properties
Property
MName
Mamespace
Data Type
RXEBRL Type
Substitution Group
Period Type
Ahstract
Millable
Balance

Labels

Type
Standard Label
Documentation

F1-204 Electric Plant In Service

labels

References

Turnn

Tree Locations

Energy Storage Equipment, Transmission Plant, Additions

Value
EnergyStorageEquipmentTransmissionFlantAdditions
hitp:/fferc.goviform/2022-01-01/ferc
xbrii:monetaryltemType

monetaryliemType

xbrii:item

duration

false

true

debit

Lang Label

en Energy Storage Equipment, Transmission Plant, Additions

an The cost of acquisition of items as classified in account 351 energy stor

an Energy Storage Equipment - Transmission, Additions

Dafnrnnon
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Regulatory Accounting
RAP — Regulatory Accounting Principles

FERARequoskingate
ARwguirettients

J
~

USOA and Interpretations
J

Federal & State
Governments

Protect and inform
Ratepayers, investors, & utilities
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Any
Questions?
Comments?
Or Observations?
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Financial Accounting

US GAAP @ Governmental
Accounting Accounting

Regulatory @

Accounting

Income Tax
Accounting

Sustainability
Accounting

International Financial
Reporting Standards
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Income Tax Accounting
The most volatile of the accounting systems

Reporting
Requirements

Rules and structur%

Governance
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Income Tax Accounting
Governance

* Revenue Act of 1862 created the position of
Commissioner of Internal Revenue, what
would become the Internal Revenue Service,

¢ 1913, the 16" Amendment of the
Constitution gave Congress the power to
levy income taxes,

* Formally - Congress is the Standard Setting
Body for Income Tax Accounting,

* Practically - IRS has the delegated authority
to Interpret and Implement Congressional
intent and is the actual Standard Setter.
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Income Tax Accounting

Rules and Structure

* The Internal Revenue Code is Title 26 of the
United States Code.

* The Code describes how and when income and
deductions are recognized for income tax
purposes in computing taxable income. (Note the

use of Terminology)

* The federal tax regulations (26 CFR) are the
official interpretation of the Internal Revenue
Code providing the rules for income tax
accounting.
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Income Tax Accounting

Rules and Structure

26 U.S. Code § 167 - Depreciation

U.S. Code Notes

(a) GENERAL RULE

There shall be allowed as a depreciation deduction a reasonable allowance for the
exhaustion, wear and tear (including a reasonable allowance for obsolescence)—

(1) of property used in the trade or business, or

(2) of property held for the production of income.

PART V-| §172. Net operating loss deduction

(LearT vij §173. Circulation expenditures

PART VII R . .
oart vil 3.174. Amortization of research and experimental expenditures

PART IX—ITEMS NOT DEDUCTIBLE (§§ 261 - 280H)
PART X—TERMINAL RAILROAD CORPORATIONS AND THEIR SHAREHOLDERS (§ 281)
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Income Tax Accounting

™~ | 1 S~ a

(f) PROPERTY TO WHICH SECTION DOES NOT APPLY

This section shall not apply to—

(1) CERTAIN METHODS OF DEPRECIATION

Any property if—

(A) the taxpayer elects to exclude such property from the application of this section,
and

(B) for the 1st taxable year for which a depreciation deduction would be allowable with
respect to such property in the hands of the taxpayer, the property is properly
depreciated under the unit-of-production method or any method of depreciation not
expressed in a term of years (other than the retirement-replacement-betterment
method or similar method).

CERTAIN PUBLIC UTILITY PROPERTY

Any public utility property (within the meaning of subsection (i)(10)) if the taxpayer does >

\j not use a normalization method of accounting. /

PARLVL §174. Amortization O researcit and expernimental expenditures

PART VI
PART IX—ITEMS NOT DEDUCTIBLE (§§ 261 - 280H)
PART X—TERMINAL RAILROAD CORPORATIONS AND THEIR SHAREHOLDERS (§ 281)
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Income Tax Accounting

Reporting
Requirements
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Service

To get lots of cash for qent
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Reporting
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Reporting

Requirements
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Income Tax Accounting

Reporting Requirements —
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Income Tax Accounting

Reporting Requirements
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Income Tax Accounting
Although Wikipedia says
the IRS has over 800
various forms and
schedules that are filed
with state and local
governments.

A loRepReipegting |
Requirements |

~N

Title 26 IRC and Regs
J

Search on IRS website
for “forms” resulted in
1,496 different forms —
even recognizing there
are some duplicates
since the same form can
be in English or another
language, Spanish bein
the most popular. In
short, that is a lot of
reporting.

Internal Revenue
Service

To get lots of cash for et

0\
e
the governmeng,g o

IPUMSU - FINANCIAL ACCOUNTING AND REPORTING 2024



PUMSU

Questions?
Comments?
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Do they know?

Poll Question

The first treatise written about double

entry bookkeeping was written by a
close friend of Leonardo DaVinci.

b) False

The first known treatise about double-entry

bookkeeping was written by Luca Pacioli in 1494.

He later became close friends with Leonardo
DaVinci.
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Financial Accounting

9

US GAAP @ Governmental

Accounting Accounting
Regulatory @ Income Tax @
Accounting Accounting

Sustainability
Accounting

International Financial
Reporting Standards
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International Accounting
IFRS - International Financial Reporting Standards
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International Accounting
IFRS - International Financial Reporting Standards

Reporting
Requirements

Rules and structure

Governance

HV stors
Sers

olders

MSU
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International Accounting

The International Accounting
Standards Board (IASB), is

* Anindependent non-profit
organization,

* Responsible for the oversight,
administration, and financing,
of the IFRS, and

* The appointment of its board
members.

IPUMSU - FINANCIAL ACCOUNTING AND REPORTING 2024



MSU

International Accounting
Governance

The International Accounting
Standards Board (IASB)

* Has the authority to Establish

and |nterpro+ intarnatinnal
.  Now more than 160 jurisdictions recognize
accounting

IFRS as their accounting standard

 |n 1973, IFRS was created to
bring uniformity to the many
“country-based GAAPs”

* |FRS is considered principle-
based while US-GAAP is
considered rule-based.
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International Accounting
Governance

The International Financial IFRS Foundation
Reporting Standards
Foundation:

* |s a nonprofit organization

e QOversees financial reporting
standard-setting through the
International Accounting
Standards Board (I1ASB),

* Its main objective is the
development and promotion
of the International Financial
Reporting Standards,
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International Accounting
Rules and structure

International

Accounting
Standards (IAS) — 41

International
Financial Reporting
Standards — 17
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International Accounting

1 Aug 2024

29 Jul 2024

23 Jul 2024

12 Jul 2024

28 May 2024

10 May 2024

1 May 2024

29 Apr 2024

Podcast

Update

Announcement

Meeting

Update

Meeting

Meeting

Update

July 2024 IASB podcast now available

July 2024 IASB Update now available

IASB completes technical decisions on three projects

July 2024 International Accounting Standards Board agenda and meeting papers now available

May 2024 IASB Update now available

May 2024 International Accounting Standards Board agenda and meeting papers now available

March 2024 Accounting Standards Advisory Forum meeting summary now available

April 2024 |ASB Update now available
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International Accounting
Convergence with US-GAAP

Problem — gives
authority to set US
accounting standards to
a foreign entity.

Proposed Solution — US
GAAP stays adopting
IFRS standards as
applicable.

IPUMSU - FINANCIAL ACCOUNTING AND REPORTING 2024



MSU
International Accounting

International Accounting
IFRS - International Financial Reporting Standards

A

\ eportin
e R e

RUleR audcsimRtire

Interng&gg%%ggunting
Standards Board

To Protect Investors
and Shareholders
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International Financial
Reporting Standards
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Financial Accounting

9

US GAAP @ Governmental

Accounting Accounting
Regulatory @ Income Tax @
Accounting Accounting

Sustainabilit
Accounting

International Financ;

Reporting Standards
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Sustainability Accounting
Addresses Environmental Sustainability through Accounting

Reporting
Requirements

Rules and structure

Governance

Purpose and Users
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Sustainability Accounting

Purpose and Users

 To communicate the impacts of ecological and social
environmental factors facing the reporting company.

* To establish industry-specific sustainability disclosure
standards acro opics that facilitate communication

between companies and investors about financially
material, decision-useful information.
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MSU

Environmental - What is the impact of

addressed?

Social - What is the impact of business

operations on society? How are stakeholder
needs and interests met?

. . 2

business operations on the natural world? Ho ,\5(,_56‘;\6“»@\

are environmental risks and compliance \‘\\‘t\‘?"C wor
eVl

Governance - How are internal controls for
decision-making and business operations
structured? How is ethical, sustainable,
transparent behavior governed, measured, and
reported on?
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Sustainability Accounting

Governance

The Sustainability Accounting Standards Board
(SASB) is a non-profit organization, founded in 2011
to develop Sustainability Accounting Standards.

Sustainability accounting focuses on disclosures of
environmental sustainability performance and the
impact on society. Standards provide for
comparability.
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Sustainability AcCounting

Rules and structure

The Sustainability Accounting Standards Board
(SASB) has created disclosure standards for 77
industries within Seven C '
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In 2022 the Sustainability Accounting Standards Board
($SASB) was absorbed into IFRS.

The Boards new title is:
International Sustainability Standards Board (ISSB).

The International Sustainability Standards Board issued a set of |[nternational
Financial Reporting $tandards focused on Sustainability Reporting.

* |FRS S1 General and
* |FRS S2 Climate-Related Disclosures.

Along with disclosure guidance by industry!

MSU
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Sustainability Accounting - Security and Exchange Commission

New SEC Rules
Issued
March 6, 2024!

“These final rules build on past requirements by mandating material
climate risk disclosures by public companies and in public offerings. The rules will provide
investors with consistent, comparable, and decision-useful information, and issuers with
clear reporting requirements. Further, they will provide specificity on what companies
must disclose, which will produce more useful information than what investors see today.
They will also require that climate risk disclosures be included in a company’s SEC filings,
such as annual reports and registration statements rather than on company websites,
which will help make them more reliable.”
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Sustainability Accounting
Reporting Requirements

American Water prepared the Sustainability Report in accordance with the standards of the Global Reporting Initiative (GRI), Sustainability Accounting Standards
Board (SASB), and Task Force on Climate-Related Financial Disclosures (TCFD) and included applicable metrics from the Edison Electric Institute (EEI) and
American Gas Association (AGA) ESG/sustainability reporting template.
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Sustainability Accounting
Addresses Environmental Sustainability through Accounting

PresRepertinghin
Reguitemdantd
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Disclosures

SASEOMERRAEEEC
SHRABER IRy pqudedse

investors and public
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Sustainability Accounting

Questions?

Comments?
Remarks or Observations?
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Financial Accounting

US GAAP @ Governmental

Accounting Accounting
Regulatory @ Income Tax @
Accounting Accounting

International Financi@ Sustaina.bility
Reporting Standards Accounting
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As someone in the public utility regulatory
field, the efficient communication and
understanding of economic and financial
information is essential.

But to do so requires a working familiarity
with different basis of accounting and the
ability to recognize each as they are
encountered and understand the source of
authority for each .

Hopefully, this lecture helps you achieve that
goal.
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That’s it Everyone!!
Thank you for attendi
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