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DEFI NI TI ONS

When used in this system of accounts:

"Accounts" nmeans the accounts prescribed in this system of
accounts.

"Actually issued,” as applied to securities issued or assumed by
the wutility, neans those which have been sold to bona fide
purchasers for a valuable consideration, those issued as dividends
on stock, and those which have been issued in accordance wth
contractual requirenents direct to trustees of sinking funds.

"Actually outstanding," as applied to securities issued or assuned
by the utility, neans those which have been actually issued and are
neither retired nor held by or for the utility; provided, however,
that securities held by trustees shall be considered as actually
out st andi ng.

"Anortization” neans the gradual extinguishnment of an anmount in an
account by distributing such anount over a fixed period, over the

life of the asset or liability to which it applies, or over the
period during which it is anticipated the benefit will be realized.
A. "Associated conpanies" nmeans conpanies or persons that,
directly or indirectly, through one or nore internediaries,
control, or are controlled by, or are under conmon control

wi th, the accounting conpany.

B. "Control" (including the ternms "controlling," "controlled by,"
and "under common control with") nmeans the possession, directly
or indirectly, of the power to direct or cause the direction of
t he managenent and policies of a conpany, whether such power is
exerci sed through one or nore internediary conpanies, or alone,
or in conjunction wth, or pursuant to an agreenment, and
whet her such power is established through a mjority or
mnority ownership or voting of securities, conmon directors
officers, or stockholders, wvoting trusts, holding trusts,
associ ated conpanies, contract or any other direct or indirect
neans.

"Book cost" neans the anmount at which property is recorded in
these accounts wthout deduction of related ©provisions for
accumul ated depreciation, anortization, or for other purposes.

" Conmi ssion”, unless otherw se indicated by the context, neans the
Kent ucky Public Service Conmi ssion.

"Conposite depreciation rate" is a percentage based on the
wei ght ed average service life of a nunber of units of plant, each of
which may have a different individual |ife expectancy. Conposi te
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depreciation rates nmay be determned for (a) a single depreciable
pl ant account, (b) a single rate for several depreciable accounts or
(c) a single conposite rate my be determned for all depreciable
plant of the utility.

"Cost" neans the anmount of noney actually paid for property or
service. Wuen the consideration given is other than cash, the val ue
of such consideration shall be determ ned on a cash basis.

"Cost of renoval" neans the cost of denolishing, dismantling,
tearing down or otherw se renoving utility plant, including the cost
of transportation and handling incidental thereto.

"Debt expense" neans all expenses in connection with the issuance
and initial sale of evidences of debt, such as fees for drafting
nortgages and trust deeds; fees and taxes for issuing or recording
evi dences of debt; <cost of engraving and printing bonds and
certificates of indebtedness; fees paid trustees; specific costs of
obt ai ni ng governnental authority; fees for |legal services; fees and
comm ssions paid underwiters, brokers, and salesnen for marketing
such evidences of debt; fees and expenses of listing on exchanges;
and other |ike costs.

"Depreciation”, as applied to depreciable utility plant, neans the
|l oss in service value not restored by current maintenance, incurred
in connection with the consunption or prospective retirenment of
utility plant in the course of providing service from causes which
are known to be in current operation and against which the utility
is not protected by insurance. Among the causes to be given
consideration are wear and tear, decay, action of the elenents,
i nadequacy, obsol escence, changes in the art, changes in denmand, and
requi renents of public authorities.

"Di scount", as applied to the securities issued or assuned by the
utility, neans the excess of the par (stated val ue of no-par stocks)
or face value of the securities plus interest or dividends accrued
at the date of the sale over the cash value of the consideration
received fromtheir sale.

"Fire main" nmeans any main formng part of an integrated system
used exclusively for fire protection purposes.

"I nvest nent advances"” neans advances, represented by notes or by
book accounts only, with respect to which it is nutually agreed or
i ntended between the creditor or debtor that they shall be settled
by the issuance of securities or shall not be subject to current
settl enent.

"Mnor itens of property” means the associated parts or itens of
which retirenment units are conposed.

10
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"Multiple famly dwelling" neans a residential structure or group
of structures which is capable of separately housing nore than one
famly unit.

"Net salvage value" neans the salvage value of property retired
| ess the cost of renoval

"Nom nally issued", as applied to securities issued or assuned by
the wutility nmeans those which have been signed, certified, or
ot herwi se executed, and placed with the proper officer for sale and
delivery, or pledged, or otherwise placed in some special fund of
the utility, but which have not been sold, or issued direct to
trustees of sinking funds in accordance wth contractual
requirenents.

"Nom nally outstanding”, as applied to securities issued or
assumed by the wutility, means those which, after being actually
i ssued, have been reacquired by or for the utility under
ci rcunst ances which require themto be considered as held alive and
not retired; provided, however, that securities held by trustees
shall be considered as actually outstandi ng.

"Original cost", as applied to utility plant, neans the cost of
such property to the person first devoting it to public service.

"Person"” neans an individual, a corporation, a partnership, an
association, a joint stock conpany, a business trust, or any
organi zed group of persons whether incorporated or not, or any
receiver or trustee.

"Premunt, as applied to the securities issued or assunmed by the
utility, means the excess of the cash value of the consideration
received fromtheir sale over the sum of their par (stated val ue of
no- par stocks) or face value and interest or dividends accrued at
the date of sale.

"Property retired", as applied to utility plant, neans property
whi ch has been renoved, sold, abandoned, destroyed, or which for any
cause has been pernmanently w thdrawn from servi ce.

"Recl aimed water” neans water that has received at |east secondary
treatment and basic disinfection and is reused after flow ng out of
a wastewater treatnent plant.

"Regul atory Assets and Liabilities" are assets and liabilities
that result from rate actions of regulatory agencies. Regul at ory
assets and liabilities arise fromspecific revenues, expenses, gains
or |losses that would have been included in determnation of net
income in one period under the general requirenents of the Uniform
System of Accounts but for it being probable that; 1) such itens
will be included in a different period(s) for purposes of devel oping

11
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the rates the wutility is authorized to charge for its wutility
services; or 2) in the case of regulatory liabilities, that refunds
to custoners, not provided for in other accounts, will be required.
Regul atory assets and liabilities can also be created in reconciling
differences between the requirenments of generally accepted
accounting principles and regul atory practi ce.

"Repl aci ng" or "replacenent”, when not otherwi se indicated in the
context, neans the construction or installation of utility plant in
pl ace of property retired, together with the renoval of the property
retired.

"Research and devel opnment” mneans expenditures incurred by public
utilities which represent research and devel opment costs in the
experinmental or |aboratory sense. The term includes generally al
such costs incident to the devel opnent of an experinental or pilot
nodel, a plant process, a product, a fornula, an invention, or
simlar property, and the inprovenent of already existing property
of the type nentioned.

"Ret ai ned earnings"” neans the accumul ated net inconme of the utility
| ess transfers to other capital accounts, and other adjustnents (See
account 439 - Adjustnents to Retai ned Earnings).

"Retirenent units" means those itens of utility plant which, when
retired, with or without replacenent, are accounted for by crediting
the original costs.

"Reuse" neans the deliberate application of reclained water, in
conpliance wth Federal and State environnent al rules and
regul ati ons, for a beneficial purpose.

" Sal vage val ue" neans the anmount received for property retired, |ess
any expenses incurred in connection with the sale or in preparing
the property for sale, or, if retained, the anount at which the
material recoverable is chargeable to materials and supplies, or
ot her appropriate account.

"Service life" neans the time between the date utility plant is
includible in utility plant in service, or utility plant |eased to
others, and the date of its retirenent. If depreciation is
accounted for on a production basis rather than on a tine basis,
then service life should be neasured in terns of the appropriate

unit of production.

"Service value" neans the difference between the original cost and
net sal vage value of utility plant.

"Straight-line remaining life nmethod", as applied to depreciation

accounting, neans the plan under which the service value of property
is charged to operating expenses (and to clearing accounts if used),

12
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and credited to the accumul ated depreciation account through equa

annual charges during its service life. "Remaining life" inplies
that estimates of future |ife and salvage wll be reexam ned
periodically and that depreciation rates wll be corrected to

refl ect any changes in these estinates.

"Straight-line nmethod" as applied to depreciation accounting neans
the plan under which the service value of property is charged to
operating expenses (and to clearing accounts if used), and credited
to the accunul at ed depreci ati on account through equal annual charges
during its service life. Estinates of the service life and sal vage
will be reexam ned periodically and depreciation rates wll be
corrected to reflect any changes in these estinates.

"Supply main" neans any main, pipe, aqueduct or canal the primary
pur pose of which is to convey water fromone unit to another unit in
the source of supply, water treatnment or punping plant and generally
provi di ng no service connections with custoners.

"Transmi ssion and distribution main" means any nmain the primry
pur pose of which is to convey water, requiring no further processing
except incidental chlorination or pressure boosting, froma unit in
the source of supply, water treatnment or punping plant and generally
provi di ng no service connection with custoners.

"Utility", as used herein and when not otherwi se indicated in the

context, means any public utility to which this system of accounts
is applicable.

13



ACCOUNTI NG | NSTRUCTI ONS

General - Cassification of Uilities

A. For the purpose of applying the system of accounts prescribed
by the Comm ssion, water utilities are divided into three classes,
as foll ows:

Class A - Uilities having annual water operating revenues of
$750, 000 or nore.

Class B - Uilities having annual water operating revenues of
$250, 000 or nore but less than $750, 000.

Class C- Uilities having annual water operating revenues of

| ess than $250, 000 or | ess than 400 custoners.

B. This system of accounts applies to Cass A and B utilities
The system of accounts applicable to Class C utilities is issued
separately.

C. The class to which any utility belongs shall originally be
determined by the average of its annual water operating revenues
for the last three consecutive years. Subsequent changes in
classification shall be nmde when the average annual water
operating revenues for the three i Mmedi ately precedi ng years exceed
the upper limt or are less than the lower limt, of the annua
wat er operating revenues  of the <classification previously
applicable to the utility. For a utility with water and wast ewat er
operations, the classification shall be based on the operation with
t he hi ghest annual revenues.

General - Records

A. Each utility shall keep its books of account, and all other
books, records, and nenoranda which support the entries in such
books of accounts so as to be able to furnish readily ful

information as to any item included in any account. Each entry
shall be supported by such detailed information as will permt a
ready identification, analysis, and verification of all facts

rel evant thereto.

B. The books and records referred to herein include not only
accounting records in a limted technical sense, but all other
records, such as mnute books, reports, correspondence, nenoranda,
etc., which may be useful in developing the history of, or facts
regardi ng, any transaction.

C. No utility shall destroy any such books or records unless the
destruction thereof is permtted under the guidelines governing the
preservation of records of electric, gas and water wutilities,
published by the National Association of Regulatory Uility
Conmi ssi oner s.

D. In addition to prescribed accounts, clearing accounts,
tenporary or experinmental accounts, and subdivisions of any

14



ACCOUNTI NG | NSTRUCTI ONS

account, may be kept, provided the integrity of the prescribed
accounts i s not inpaired.

E. Al anounts included in the accounts prescribed herein for
utility plant and operating expenses shall be just and reasonable
and any paynents or accruals by the utility in excess of just and
reasonabl e charges shall be included in account 426 - M scell aneous
Nonutility Expenses.

F. The arrangenent or sequence of the accounts prescribed herein
shall not be controlling as to the arrangenent or sequence in
report fornms which are prescribed by the Com ssion.

General - Nunbering System
A. The account nunbering scheme used herein consists of a system
of three digit nunbers as foll ows:

100- 199 Assets and O her Debits

200- 299 Equity, Liabilities and O her Credits
300- 349 Water Pl ant Accounts

400-434 | ncome Accounts

435- 439 Ret ai ned Ear ni ngs Accounts

460- 489 Wat er QOperating Revenue Accounts

600- 699 Wat er QOperation and Mai ntenance Expenses

B. The wutility plant and operation and nmaintenance expense
accounts are further subdivided using a suffix of one decinal
pl ace as explained in follow ng instructions.

C. In certain instances, nunbers have been skipped in order to
allow for possible later expansion or to permt better
coordination wth the nunbering system for other utility
depart nments.

D. The nunbers prefixed to account titles are solely for
conveni ence of reference and are not a part of the titles. Each
utility may adopt such schene of account nunbers as it deens
appropriate; provided, however, that it shall keep readily
available a Ilist of the account nunbers and subdivisions of

accounts which it uses and a reconciliation of such nunbers and
subdi visions with the account nunbers and titles provided herein.
Further, the records mnust be kept to permt classification or
summari zation of each accounting period according to the
prescri bed accounts.

15



ACCOUNTI NG | NSTRUCTI ONS

CGeneral - Accounting Period

Each utility shall keep its books on a nonthly basis so that
for each nonth all transactions applicable thereto, as nearly as
may be ascertained, shall be entered in the books of the utility.
Amounts applicable or assignable to specific utility departnents
shall be segregated nonthly. Each utility shall close its books
at the end of each cal endar year unless otherw se authorized by
t he Conmi ssi on.

CGeneral - Submttal of Questions

To maintain uniformty of accounting, utilities shall submt
guestions of doubtful interpretation to the Commssion for
consi deration and deci si on.
General - "ltem Lists

Lists of "items" appearing in the texts of the accounts or
el sewhere herein are for the purpose of nore clearly indicating
the application of the prescribed accounting. The lists are

intended to be representative, but not exhaustive. The appearance
of an itemin a list warrants the inclusion of the itemin the
account nentioned only when the text of the account also indicates
i nclusion inasnuch as the sanme item frequently appears in nore
than one |ist. The proper entry in each instance nust be
determ ned by the texts of the accounts.

Ceneral - Extraordinary Itens

It is the intent that net income shall reflect all itens of
profit and loss during the period with the sole exception of prior
period adjustnments as described in Accounting Instruction 8. Those
items related to the effects of events and transactions which have
occurred during the period and which are not typical or customary
business activities of the conpany shall be considered
extraordinary itens. Commi ssion approval must be obtained to
treat an item as extraordinary. Such request nust be acconpanied
by conplete detailed informati on (See accounts 433 and 434).

General - Prior Period Itens

A Al prior period adjustnents to retained earnings shall be
approved by the Comm ssion. Generally the only type of
transaction which will be considered as a prior period adjustnent

is correction of an error in the financial statements of a prior
peri od.

B. Prior period adjustnments, when approved, shall be charged or
credited to account 439 - Adjustnents to Retained Earnings, and are
not considered in incone of the period.

C. Changes in depreciation or anortization estimtes or nmethods

are considered changes in accounting estinmates rather than
accounting errors; and therefore are not subject to prior period
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adj ustnments. Any adjustnents made to the accunul ated anortization
or depreciation balances of the utility due to a change in estinate
or nethod shall be offset by a charge or credit to either: an
i ncone account; account 186.2 - Oher Deferred Debits; or account
253 - O her Deferred Credits, as directed by the Conm ssion.

CGeneral - Estimated Itens

Whenever a financial statenment is required by the Conm ssion,
if it is known that a transaction has occurred which affects the
accounts but the anmpunt involved in the transaction and its effect
upon the accounts cannot be determ ned with absol ute accuracy, then
t he amount shall be estinmated and such estimated anmount included in
t he proper accounts. A conplete description of the transactions
shall acconpany the financial statenent. Uilities are not
required to anticipate mnor itens that would not appreciably
af fect the accounts.

CGeneral - Allocation of Salaries and Expenses of Enpl oyees

Charges to wutility plant or to a salaries expense account
shall be based wupon the actual tinme engaged in either plant
construction or providing operation services. In the event actua
time spent in the wvarious activities is not available or
practicable, salaries should be allocated upon the basis of a study
of the tine engaged during a representative period. Charges should
not be made to the accounts based upon estimates or in an arbitrary
f ashi on.

CGeneral - Payroll Distribution

Underlying accounting data shall be naintained so that the
distribution of the costs of |abor charged to the various accounts
will be avail able. The utility may utilize clearing accounts in
its accounting process; however, the use of clearing accounts does
not relieve the utility from the responsibility of providing a
distribution of the <costs of Jlabor or from being able to
substantiate its |abor charged with sufficient source docunents.

Ceneral - Operating Reserves

Accretions to operating reserve accounts made by charges to
operating expenses shall not exceed a reasonable provision for the
expense. Mat erial balances in such reserve accounts shall not be
diverted fromthe purpose for which provided, unless the perm ssion
of the Commission is first obtained.

General - Records for Each Pl ant

Separate records shall be maintained by utility plant accounts
of the book cost of each plant owned including additions by the
utility to plant |leased from others and of the cost of operating
and mai ntai ni ng each plant owned or operated.

CGeneral - Accounting for OQther Departnents
If the utility also operates other utility departnents, such
as electric, wastewater, gas, etc., it shall keep such accounts for

the other departments as may be prescribed by proper authority and
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in the absence of prescribed accounts, it shall keep such accounts
as are proper or necessary to reflect the results of operating each
depart nment.

CGeneral - Transactions with Associ ated Conpani es

Each utility shall keep its accounts and records so as to be
able to furnish accurately and expeditiously statenents of al
transactions wth associated conpanies. The statenents may be
required to show the general nature of the transactions, the
amounts involved therein and the anmounts included in each account
prescri bed herein with respect to such transactions. Transactions
with associated conpanies shall be recorded in the appropriate
accounts for transactions of the sane nature. Not hi ng herein
cont ai ned, however, shall be construed as restraining the utility
from subdi vi di ng accounts for the purposes of recording separately
transactions with associ ated conpani es.

Ceneral - Contingent Assets and Liabilities

Conti ngent assets represent a possible source of value to the
utility contingent upon the fulfillment of conditions regarded as
uncertain. Contingent liabilities include itenms which nay under
certain conditions becone obligations of the utility but which are
neither direct nor assuned liabilities at the date of the bal ance
sheet. The utility shall be prepared to give a conplete statenent
of material contingent assets and liabilities in its annual report
and at such other times as nmay be requested by the Conm ssion.

Uility Plant - Cassification of Uility Plant at Effective Date
of System of Accounts

A The utility plant accounts provided herein are substantially
the sane in context as those contained in the prior system of
accounts, except t hat sone changes have been made in
classification, rearrangenent and regrouping of certain accounts. A
few account titles have been changed. Subj ect to these changes,
t he bal ances in the various plant accounts, as determ ned under the
prior system of accounts, shall be carried forward. Any renaining
bal ance of plant that has not yet been classified, pursuant to the
requi renents of the prior system shall be classified in accordance
with the foll ow ng instructions.

B. The cost to the utility of its unclassified plant shall be
ascertained by analysis of the utility's records. Adj ust nent s
shall not be made to record in utility plant accounts anounts

previously charged to operating expenses or to income deductions in
accordance with the uniform system of accounts in effect at the
time or in accordance wth the discretion of managenent as
exerci sed under a uniform system of accounts, or under accounting
practices previously foll owed.

C. The detailed utility plant accounts (301 to 348, inclusive)

shall be stated on the basis of cost to the utility of plant
constructed by it and the original cost, estimated if not known, of
plant acquired as an operating unit or system The difference
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bet ween the original cost, as above, and the cost to the utility of
utility plant after giving effect to any accunul ated depreciation
or anortization, and capital contributions applicable to the
property acquired, if recorded by the accounting utility at the
time of acquisition, shall be recorded in account 114 - Uility
Pl ant Acquisition Adjustnents. The original cost wutility plant
shall be determ ned by analysis of the utility's records or those
of predecessor vendor conpanies wth respect to wutility plant
previously acquired as operating units or systenms and the
difference between the original cost so determ ned, | ess
accunul ated depreciation and anortization and capital contributions
recorded by the accounting utility, and the cost to the utility,
Wi th necessary adjustnents for retirenents for date of acquisition,
shall be entered in account 114 - UWility Plant Acquisition
Adj ustnents. Any difference between the cost of utility plant and
its book cost, when not properly includible in other accounts,
shall be recorded in account 116 - Qher Uility Plant Adjustnents.

Uility Plant - To be Recorded at Cost

A Al  amounts included in the accounts for utility plant
acquired as an operating unit or system shall be stated at the
cost incurred by the person who first devoted the property to
utility service. Al other utility plant shall be included in the
accounts at the cost incurred by the utility except as otherw se
provided in the texts of the intangible plant accounts. \Were the
term "cost” is used in the detailed plant accounts, it shall have
the neaning stated in this paragraph (See Definition 9).

B. When the consideration given for property is other than cash,
the value of such consideration shall be determned on a cash
basi s. In the entry recording such transaction, the actual
consideration shall be described with sufficient particularity to
identify it. The wutility shall be prepared to furnish the
Comm ssion the particulars of its determ nation of the cash val ue
of the consideration if other than cash.

C. When property is purchased under a plan involving deferred
paynments, no charge shall be nade to the utility plant accounts for
I nterest, insurance, or other expenditures occasioned solely by such
form of paynent.

D. Uility plant accounts shall be charged with construction
costs (estimated, if not known) of the utility plant contributed by
others or constructed by the utility using contributed cash or its
equi val ent. For contributed wutility plant, the accunul ated
depreciation or anortization account shall be charged with the
esti mated anmount of depreciation or anortization applicable to the
property at the time it was contributed to the utility. Account
432 — Proceeds from Capital Contributions shall be credited with
the net of the anpbunts charged to the plant and the accumul ated
depreciation or anortization accounts. For plant constructed using
contributed cash or its equivalent, account 432 — Proceeds from
Capital Contributions shall be credited with the amount of the cash
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or its equivalent contribution.

Uility Plant - Conponents of Construction Cost

The cost of construction properly includible in the utility
pl ant accounts shall include, where applicable, the direct and
overhead costs as |isted and defined hereunder:

(1) "Contract work" includes anobunts paid for work perforned under
contract by other conpanies, firms, or individuals, costs incident
to the award of such contracts, and inspection of such work.

(2) "Labor" includes the pay and expenses of enployees of the
utility engaged on construction work, and related workers’
conpensation insurance, payroll taxes and simlar itens of expense.
It does not include the pay and expenses of enployees that are
distributed to construction through clearing accounts nor the pay
and expenses included in other itens hereunder.

(3) “Materials and supplies” includes the purchase price at the
point of free delivery plus custons duties, excise taxes, the cost
of inspection, loading and transportation, the related stores
expenses, and the cost of fabricated materials from the utility's
shop. In determning the cost of materials and supplies used for
construction, proper allowance shall be made for unused materials
and supplies, for materials recovered from tenporary structures
used in performng the work involved, and for discounts allowed and
realized in the purchase of materials and supplies.

Note: -- The cost of individual itenms of equipnment of |ess than
$750 or of short life, including small portable tools and
i npl enents, shall not be charged to utility plant accounts unless
the correctness of the accounting therefor is verified by current
i nventories. The cost shall be <charged to the appropriate
operating expense or clearing accounts, according to the use of
such itens, or, if such itens are consuned directly in construction
work, the cost shall be included as part of the cost of the
construction unit.

(4) "Transportation” includes the cost of transporting enployees,
materials and supplies, tools, purchased equi pnent, and other work
equi pnrent (when not wunder own power) to and from points of
construction. It includes anpbunts paid to others as well as the
cost of operating the utility’s own transportation equipnent (See
item5 foll ow ng).

(5) "Special machine service" includes the cost of [|abor
(optional), materials and supplies, depreci ati on, and ot her
expenses incurred in the maintenance, operation and use of special
machi nes, such as pile drivers, derricks, ditchers, scrapers,

mat eri al unl oaders, and other |abor saving nachines; al so
expenditures for rental, maintenance and operation of machines of
ot hers. It does not include the cost of small tools and other

i ndividual itens of snmall value or short life which are included in
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the cost of materials and supplies (See item 3, above). Wen a
particul ar construction job requires the use for an extended period
of time of special nmachines, transportation or other equipnent, the
net book cost thereof, |ess the appraised or salvage value at tine
of release from the job, shall be included in the cost of
construction.

(6) "Shop service" includes the proportion of the expense of the
utility's shop departnent assignable to construction work except
that the cost of fabricated materials fromthe utility's shop shal
be included in "materials and supplies”.

(7) "Protection” includes the cost of protecting the utility's
property from fire or other casualties and the cost of preventing
damages to others, or to the property of others, including paynents
for discovery or extinguishnment of fires, cost of apprehending and
prosecuting incendiaries, witness fees in relation thereto, anmounts
paid to nmunicipalities and others for fire protection, and other
anal ogous itenms of expenditures in connection with construction
wor K.

(8) "Injuries and danages"” includes expenditures or losses in
connection with construction work on account of injuries to persons
and damages to the property of others; also the cost of
i nvestigation of and defense against actions for such injuries and
damages. | nsurance recovered or recoverable on account of
conpensation paid for injuries to persons incident to construction
shall be credited to the account or accounts to which such
conpensation is charged. I nsurance recovered or recoverable on
account of property damages incident to construction shall be
credited to the account or accounts charged with the cost of
damages.

(9) "Privileges and permts" includes paynents for and expenses
incurred in securing tenporary privileges, permts or rights in
connection with construction work, such as for the use of private
or public property, streets, or highways, but it does not include
rents, or anounts chargeable as franchises (See account 302 -
Franchi ses) .

(10) "Rents" includes anpbunts paid for the use of construction
gquarters and office space occupied by construction forces and
anounts properly includible in construction <costs for such
facilities jointly used.

(11) "Engineering and supervision” includes the portion of the pay
and expenses of engineers, surveyors, draftsmen, inspectors,
superintendents and their assistants applicable to construction
wor K.

(12) "Ceneral adm nistration capitalized" includes the portion of

the pay and expenses of the general officers and adm nistrative and
general expenses applicable to construction worKk.
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(13) "Engi neering services" includes amounts paid to other
conpanies, firms or individuals engaged by the utility to plan,
design, prepare estimtes, supervise, inspect, or give general

advi ce and assi stance in connection with constructi on work.

(14) "I nsurance” includes premunms paid or anpunts provided or
reserved as self-insurance for the protection against |oss and
damages in connection with construction, by fire or other casualty,
injuries to or death of persons other than enployees, danmages to
property of others, defalcations of enployees and agents, and the
nonper f ormance of contractual obligations of others. It does not
i nclude workers’ conpensation or simlar insurance on enployees
included as "labor” in item 2, above.

(15) "Legal expenditures” includes the general |egal expenditures
incurred in connection with construction and the court and |ega
costs directly related thereto, other than |egal expenses included
in protection, item7, and in injuries and damages, item 8.

(16) "Taxes" includes taxes on physical property (including |and)
during the period of <construction and other taxes properly
includible in construction costs before the facilities becone
avai |l abl e for service.

(17) "All owance for funds used during construction” includes the
net cost for the period of construction of borrowed funds used for
construction purposes and a reasonable rate on other funds when so
used. No allowance for funds used during construction shall be
included in these accounts upon expenditures for construction
proj ects which have been abandoned.

Note:--Wien only a part of a plant or project is placed in
operation or is conpleted and ready for service but the
construction work as a whole is inconplete, that part of the cost
of the property placed in operation, or ready for service, shall be
treated as "Uility Plant in Service" and allowance for funds used
during construction thereon as a charge to construction shal
cease. Al l owance for funds used during construction on that part
of the cost of the plant which is inconplete may be continued as a
charge to construction until such tinme as it is placed in operation
or is ready for service, except as limted in item 17, above.

(18) "Earnings and expenses during construction.” The earnings
and expenses during construction shall constitute a conponent of
construction costs.

(a) The earnings shall include revenues received or earned
for water produced by plants during the construction period
and sold or used by the utility. Were such water is sold to
an i ndependent purchaser before intermingling with water from
other plants, the credit shall consist of the selling price of
the water. Where the water from a plant under construction is
delivered to the utility’'s water system for distribution and
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sale, or is delivered to an associated conpany, or s
delivered to and used by the utility for purposes other than
distribution and sale (for manufacturing or industrial use,
for exanple), the credit shall be the fair value of the water
so delivered. The revenues shall also include rentals for
| ands, bui | di ngs, etc., and mscellaneous receipts not
properly includible in other accounts.

(b) The expenses shall consist of the cost of operating the
water plant, and other costs incident to the production and
delivery of water for which construction is credited under
par agraph (a), above, including the cost of repairs and other
expenses of operating and maintaining |ands, buildings, and
ot her property, and other m scellaneous and |i ke expenses not
properly includible in other accounts.

Uility Plant - Overhead Construction Costs

A Al | overhead construction costs, such as engineering,
supervi sion, general office salaries and expenses, construction
engi neering and supervision by other than the accounting utility,
| egal expenses, insurance, injuries and damges, relief and
pensi ons, taxes and allowance for funds used during construction,
shall be charged to particular jobs or units on the basis of the
anounts of such overheads reasonably applicable thereto, so that
each job or unit shall bear its equitable proportion of such costs
and that the entire costs of the unit, both direct and overhead
shall be deducted from the plant accounts at the tinme the property
is retired.

B. As far as practicable, the determ nation of payroll charges
includible in construction overheads shall be based on tine card
di stributions thereof. Where this procedure is inpractical
special studies shall be nmade periodically of the tinme of
supervi sory enployees devoted to construction activities so that
only such overhead <costs as have a definite relation to
construction shall be capitalized. The addition to direct
construction costs of arbitrary percentages or anmounts to cover
assunmed overhead costs is not permtted.

C. The records supporting the entries for overhead construction
costs shall be so kept as to show the total amount of each overhead
for each year, the nature and amount of each overhead expenditure
charged to each construction work order and to each utility plant
account, and the basis of distribution of such costs.

Uility Plant - Purchased or Sold

A When utility plant constituting an operating unit or systemis
acquired by purchase, nerger, consolidation, [liquidation, or
ot herwi se, the costs of acquisition, including expenses incidenta
thereto properly includible in utility plant, shall be charged to
account 104 - Utility Plant Purchased or Sol d.
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B. The accounting for the acquisition shall then be conpleted as
foll ows:

(1) The original cost of plant, estimated if not known, shall
be credited to account 104 - Utility Plant Purchased or Sold,
and concurrently charged to the appropriate utility plant in
service accounts and account 102 - Uility Plant Leased to
O hers and account 103 - Property Held for Future Use, and
account 105 - Construction Wrk in Progress, as appropriate.

(2) The requirenents for accumulated depreciation and
anortization applicable to the original cost of the properties
purchased, if required by the Comm ssion to be recorded by the
accounting utility determined with due regard to operating
practices of the purchaser and his plans regarding such
property, and giving consideration also to the effect on such
requi renents of any rehabilitation expenditures (see Paragraph
D), shall be charged to account 104 - Utility Plant Purchased
or Sold, and concurrently credited to the appropriate account
for accunul at ed depreciation or anortization.

(3) The cost to the utility of any property includible in
account 121 - Nonutility Property, shall be transferred
t her et o.

(4) The armount of capital contributions applicable to the
property acquired, and which the purchaser nmay be required to
record, shall be charged to account 104 - Uility Plant
Purchased or Sold, and concurrently credited to account 215.2
— Donated Capital.

(5) The anobunt remaining in account 104 - Uility Plant
Purchased or Sold, shall then be closed to account 114 -
Uility Plant Acquisition Adjustnents.

C. The following journal entries illustrate how the wvarious
transactions are to be recorded.

(1) 104 Uility Plant Purchased or Sol d Debi t

131 Cash Credit
231 Accounts Payabl e Credit
232 Not es Payabl e Credit

To record acquisition of wutility plant by purchase, nerger,
consideration, liquidation, etc. Credit should be to the
appropri ate account.

(2) 101 Uility Plant in Service Debi t
102 Uility Plant Leased to Others Debi t
103 Property Held for Future Use Debi t
105 Construction Wrk in Progress Debi t
104 Uility Plant Purchased or Sol d Credit
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To record the original cost of the acquired utility plant to
the appropriate plant account. Estinmated cost nay be used if
the original cost is not known. Pl ant applicable to Account
101 should be recorded in the appropriate plant account,
Accounts 301 to 348.

(3) 104 Uility Plant Purchased or Sol d Debi t
108 Accumul at ed Depreci ation Credit
110 Accumul ated Anorti zation Credit

To record the accunulated depreciation and anortization
applicable to the original cost of the properties purchased.

(4) 121 Nonutility Property Debi t
104 Uility Plant Purchased or Sol d Credit

To transfer any property includible as nonutility property to
t he appropriate account.

(5) 104 Uility Plant Purchased or Sol d Debi t
215. 2 Donated Capit al Credit

To record any anounts of capital contributions applicable to
the property acquired.

(6) 104 Uility Plant Purchased or Sol d Debi t
114 Uility Plant Acquisition
Adj ust nent s Credit

To close a credit balance in Account 104 to Account 114. This
woul d occur when the original cost of the plant acquired
exceeds the acquisition price and accumnul ated depreciati on and
anortization.

114 Uility Plant Acquisition

Adj ust nent s Debi t
104 Uility Plant Purchased
or Sold Credit

To close a debit balance in Account 104 to Account 114. This
woul d occur when the acquisition price and accunul ated
depreciation and anortizati on exceeds the original cost of the
pl ant acquired.

(7) 406 Anortization of Utility Plant
Acqui si tion Adjustnment Debi t
115 Accumnul ated Anorti zation of
Uility Plant Acquisition
Adj ust nent s Credit

25



ACCOUNTI NG | NSTRUCTI ONS

To record the annual anortization of the wutility plant
acqui sition adjustnent. This entry is used when Account 114
has a debit balance. This entry is reversed if the Account 114
bal ance is a credit.

D. | f property acquired in the purchase of an operating unit or
system is in such physical condition when acquired that it is
necessary to substantially rehabilitate it in order to bring the
property up to the standards of the utility, the cost of such work,
except replacenents, shall be accounted for as a part of the
pur chase price of the property.

E. When any property acquired as an operating unit or system
i ncludes duplicate or other plant, which will be retired by the
accounting utility in the reconstruction of the acquired property
or its consolidation with previously owned property, the accounting
for such property shall be presented to the Comm ssion.

F. In connection with the acquisition of wutility plant, the
utility shall procure, if possible, all existing records relating
to the property acquired, or certified copies thereof, and shal
preserve such records in conformty with regulations or practices
governing the preservation of records of its own construction.

G When utility plant constituting an operating unit or systemis
sold, conveyed, or transferred to another by sale, nerger,
consol idation, or otherw se, the book cost of the property sold or
transferred to another shall be credited to the appropriate utility
pl ant accounts, including anpunts carried in account 114 - Uility
Pl ant Acquisition Adjustnents, and the anpbunts (estimated if not
known) carried with respect thereto in the accounts for accunul at ed
depreciation and anortization and in account 252 - Advances for
Construction, and account 215.2 — Donated Capital, shall be charged
to such accounts and the contra entries made to account 104 -
Uility Plant Purchased or Sold. Unless otherw se ordered by the
Comm ssion, the difference, if any between (a) the net anmount of
debits and credits and (b) the consideration received for the
property (less conm ssions and other expenses of nmaking the sale)
shall be included in account 414 - Gains (Losses) From Disposition
of Utility Property (See account 104 - Uility Plant Purchased or
Sol d).

Note:--In cases where existing utilities merge or consolidate
because of financial or operating reasons or statutory requirenments
rather than as a nmeans of transferring title of purchased
properties to a new owner, the accounts of the constituent
utilities, with the approval of the Comm ssion, may be conbined. In
the event original cost has not been determned, the resulting
utility shall proceed to determ ne such cost as outlined herein.
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Uility Plant - Accounting for Capital and Operating Leases

A For each I|ease entered into, the wutility shall maintain
sufficient docunents and other background information as necessary
to determine whether the lease is a capital or operating |ease
This information includes but is not limted to:

(1) Evidence or docunents of ownershi p;

(2) Signed copies of the | ease agreenent;

(3) Estinmated life of the | eased property;

(4) Evidence as to the value of the | eased property;

(5) Evidence as to the lessor's inplicit interest rate
(i1 f available);

(6) Evidence as to the | essee's borrowi ng rate; and

(7) The anobunt and disposition of executory costs (taxes,
mai nt enance and i nsurance).

B Leases shall be accounted for by the utility as described in

Statenent of Financial Accounting Standards Nos. 13 (as anended)
and 71 published by the Financial Accounting Standards Board;
however, the Conmi ssion nay elect to approve the entries nmade to
the utility s accounts in recording the effect of utility |eases.

C. Capitalized | eases shall be recorded in the appropriate plant
in service account(s) which describe the type of asset |[eased.
These records shall be maintained in sufficient detail such that
the utility will be able to report the nunber, general nature, and
resi dual balances of all capitalized |eased assets as well as any
related |easehold anortization balances and the balance of any
| easehol d obli gati ons.

Uility Plant - Expenditures on Leased Property

A The cost of substantial initial inmprovenents (including
repairs, rearrangenents, additions and betternents) made in the
course of preparing for utility property leased for a period of
nore than one vyear, and the <cost of subsequent substanti al
additions, replacenents, or betternments to such property, shall be
charged to the utility plant account appropriate for the class of
property | eased. If the service life of the inprovenents is
term nabl e by action of the | ease, then the cost, |ess net sal vage,
of the inprovenents shall be spread over the life of the |ease by

charges to account 407.1 - Anortization of Limted Term Plant.
However, if the service life is not termnated by action of the
| ease, but by depreciation proper, then the <cost of the
i nprovenents, |less net salvage, shall be accounted for as
depreci abl e pl ant.

B. I f inprovenents made to property |eased for a period of nore

than one year are of relatively mnor cost, or if the lease is for
a period of not nore than one year, the cost of the inprovenents
shall be charged to the account in which the rent is included
either directly or by anortization thereof.
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Uility Plant - Land and Land Ri ghts

A The accounts for land and land rights include the cost of |and
owned in fee by the utility and rights, interests, and privileges
held by the utility in land owed by others, such as | easehol ds,
easenents, water and water power rights, diversion rights,
subnersion rights, rights of way, and other like interests in |and.
Do not include in the accounts for land, land rights, and rights of
way costs incurred in connection with first clearing and gradi ng of
land and rights of way and the danmage costs associated with the
construction and installation of plant. Such costs shall be
included in the appropriate plant accounts directly benefited.

B. Where special assessnments for public inprovenents provide for
deferred paynents, the full amunt of the assessnents shall be
charged to the appropriate |land account and the unpaid balance
shall be carried in an appropriate liability account. Interest on
unpaid balances shall be charged to the appropriate interest
expense account. If any part of the cost of public inprovenents is
included in the general tax levy, the anmount thereof shall be

charged to the appropriate tax account.

C. Separate entries shall be made for the acquisition, transfer
or retirenent of each parcel of land, and each land right (except
rights of way for distribution lines), or water rights, having a
life of nore than one year. A record shall be maintained show ng
the nature of ownership; full legal description; area; map
reference; purpose for which used; city; county; and tax district
in which situated; from whom purchased or to whom sold; paynment
given or received; other costs; contract date and nunber; date of
recording of deed; and book and page of record. Entries
transferring or retiring land or land rights shall refer to the
original entry recording its acquisition.

D. Any difference between the anmbunt received from the sale of
land or land rights, less agents’ conm ssions and other costs
incidental to the sale, and the book cost of such land or rights,
shall be included in account 414 - Gains (Losses) from D sposition
of Uility Property, unless a reserve therefore has been authorized
and provided. Appropriate adjustnents of the accounts shall be
made with respect to any structures or inprovenents |ocated on |and
sol d.

E. The cost of buildings and other inprovenents (other than
public inprovenents) shall not be included in the | and accounts. |If
at the time of acquisition of any interest in |and, such interest
extends to buildings or other inprovenents (other than public
i mprovenents), which are then devoted to water operations, the |and

and inprovenments shall be separately appraised and the cost
all ocated to | and and buildings or inprovenents on the basis of the
appr ai sal s. If the inprovenents are renoved or wecked wthout

28



25.

ACCOUNTI NG | NSTRUCTI ONS

bei ng used in operations, the cost of renoving or wecking shall be
charged and the salvage credited to the account in which the cost
of the land is recorded.

F. When the purchase of land for utility operations requires the
purchase of nore |and than needed for such purposes, the charge to
the specific | and account shall be based upon the cost of the |and
purchased, less the fair market value of that portion of the |and
which is not to be used in utility operations. The portion of the
cost nmeasured by the fair market value of the land not to be used
shall be included in account 103 - Property Held for Future Use, or
account 121 - Nonutility Property, as appropriate.

G Provi sion shall be made for anortizing amounts carried in the
accounts for limted term interests in land so as to apportion
equitably the cost of each interest over the life thereof (See
account 110.1 - Accunulated Anortization of Uility Plant in
Service, and account 407.1 - Anortization of Limted Term Pl ant).

Uility Plant - Structures and | nprovenents

A The accounts for structures and inprovenents include the cost
of all buildings and facilities to house, support, or safeguard
property or persons, including all fixtures permanently attached to
and made a part of buildings and which cannot be renpved therefrom
wi thout cutting into the walls, ceilings, or floors, or without in
some way inpairing the buildings, and inprovenents of a pernanent
character on or to |and. Al so include those costs incurred in
connection with the first clearing and grading of |land and rights
of way, and the danmage costs associated with construction and
installation of plant.

B. The cost of specially provided foundation, not intended to
outl ast the machinery or apparatus for which provided, and the cost
of angle irons, castings, etc., installed at the base of any item

of equi pnent, shall be charged to the sane account as the cost of
t he machi nery, apparatus, or equipnent.

C. M nor buildings and structures, such as valve towers,
patrolmen’s towers, telephone stations, etc., which are used
directly in connection with or form a part of a reservoir, dam
wat erway, etc., shall be considered a part of that facility

constructed or operated and the cost accounted for accordingly.

D. Where furnaces and boilers are used primarily for furnishing
steam for sone particular departnent and only incidentally for
furni shing steam for heating a building and operating the equi pnment
therein, the entire cost of such furnaces and boilers shall be
charged to the appropriate plant account, and no part to the
bui | di ng account.
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E. Where the structure of a dam forns also the foundation of a
bui | di ng, such foundation shall be considered a part of the dam

F. The cost of disposing of materials excavated in connection
with construction of structures shall be considered as a part of
the cost of such work, except as foll ows: (a) When such nmateria
is used for filling, the cost of [|oading, hauling, and dunping
shall be equitably apportioned between the work in connection with
which the renoval occurs and work in connection with which the
material is used; (b) Wwen such nmaterial is sold, the net anount
realized from such sales shall be credited to the work in
connection with which the renoval occurs. If the anmount realized
fromthe sale of excavated nmaterials exceeds the renoval costs and
the costs in connection with the sale, the excess shall be credited
to the land account in which the site is carri ed.

G Lighting or other fixtures tenporarily attached to a building
for purposes of display or denonstration shall not be included in
the cost of the building, but in the appropriate equi pnent account.

Uility Plant - Equi prment
A The cost of equipnent chargeable to the wutility plant
accounts, unless otherwise indicated in the text of an equi pnent

account, includes the net purchase price thereof, sales taxes,
investigation and inspection expenses necessary to such purchase,
expenses of transportation when borne by the wutility, |abor

enpl oyed, materials and supplies consuned, and expenses incurred by
the utility in unloading and placing the equipnment in readiness to
operate. Also include those costs incurred in connection with the
first clearing and grading of Iand and rights of way and the danage
costs associated with construction and installation of plant.

B. Excl ude from equi prent accounts hand and ot her portable tools,
which are likely to be |lost or stolen or which have a value of |ess
than $750 or short life, unless the correctness of the accounting
therefor as wutility plant is verified by current inventories.
Special tools acquired and included in the purchase price of
equi pnent shall be included in the appropriate plant account.
Portable drills and simlar tool equipnent when used in connection
with the operation and nmintenance of a particular plant or
departnment, such as punping, transm ssion and distribution, etc.,
or in "stores", shall be charged to the plant account appropriate
for their use.

C. The equi prent accounts shall include angle irons and simlar
itens which are installed at the base of an item of equipnent, but
pi ers and foundations which are designed to be as pernanent as the
bui | di ngs whi ch house the equi pnent, or which are constructed as a
part of the buildings and which cannot be renpbved w thout cutting
into the walls, ceilings or floors without in some way inpairing
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the building, shall be included in the building accounts.

D. The equi pment accounts shall include the necessary costs of
testing or running a plant or part thereof during an experinenta
or test period prior to becomng available for service. The

utility shall furnish the Comm ssion with full particulars of and
justification for any test or experinental run extending beyond a
period of thirty days.

E. The cost of efficiency or other tests made subsequent to the
date equi pment becones available for service shall be charged to
the appropriate expense accounts, except that tests to determ ne
whet her equi pnent neets the specifications and requirenents as to
efficiency, performance, etc., guaranteed by nanufacturers, nade
after operations have comrenced and within the period specified in
the agreenment or contract of purchase, may be charged to the
appropriate utility plant account.

Uility Plant - Additions and Retirenents

A For the purpose of avoiding undue refinenent in accounting for
additions to and retirenents and replacenents of utility plant, al
property shall be considered as consisting of (1) retirement units
and (2) mnor itens of property. Each utility shall use such |ist
of retirenment units as is in use by it at the effective date hereof
or as may be prescribed by the Commission, wth the option,
however, of using smaller units, provided the utility' s practice in
this respect is consistent.

B. The addition and retirement of retirenent units shall be
accounted for as foll ows:

(1) Wen aretirement unit is added to the utility plant, the
cost thereof shall be added to the appropriate utility
pl ant account, except that when units are acquired in the
acqui sition of any utility plant constituting an
operating system they shall be accounted for as provided
in Instruction 21.

(2) Wen a retirement unit is retired from utility plant,
with or wthout replacenent, the book cost thereof shal
be credited to the utility plant account in which it is
i ncluded, determned in the nmanner set forth in paragraph
D, bel ow. If the retirenent unit is of a depreciable
cl ass, the book cost of the unit retired and credited to
utility plant shall be charged to the accumulated
depreciation applicable to such property. The cost of
removal and the salvage shall be charged or credited, as
appropriate, to such depreciation account.
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C. The addition and retirement of mnor itens of property shal
be accounted for as foll ows:

(1) Wen a mnor item of property which did not previously
exist is added to plant and a substantial addition
results, the cost thereof shall be accounted for in the
same manner as for the addition of a retirement unit, as
set forth in paragraph B(1l), above, otherw se the charge
shall be to the appropriate maintenance expense account.

(2) Wen a mnor item of property is retired and not
repl aced, the book cost thereof shall be credited to the
utility plant account in which it is included; and, in
the event the mnor item is a part of a depreciable
pl ant, the account for accunul ated depreciation shall be
charged with the book cost and cost of renoval and
credited with the salvage. |If, however, the book cost of
the mnor itemretired and not replaced has been or wll
be accounted for when such unit is retired, no separate
credit to the property account is required.

(3) Wen a mnor item of depreciable property is replaced
i ndependently of the retirement unit of which it is a
part, the cost of replacenent shall be charged to the
mai nt enance expense account appropriate for the item
except that if the replacenent effects a substantial
betterment (the primary aim of which is to nmake the
property affected nore useful, nore efficient, of greater
durability, or of greater capacity), the excess cost of
the replacenent over the estinated cost at current prices
of replacing w thout betternent shall be charged to the
appropriate utility plant account.

D. The book cost of the utility plant retired shall be the anount
at which such property is included in the utility plant accounts,
including all conponents of construction costs. The book cost
shall be determned fromthe utility’s records and if this cannot
be done, it shall be estinated. When it is inpracticable to
determ ne the book cost of each unit, due to the relatively large
nunber or small cost thereof, an appropriate average book cost of
the units, with due allowance for any differences in size and
character, shall be used as the book cost of the units retired.

E. The book cost of land retired shall be credited to the
appropriate land account. If the land is sold, the difference
between the book cost and the sale price of the land (less
comm ssions and other expenses of nmaking the sale) shall be
included in account 414 - @Gins (Losses) from Disposition of
Uility Property, unless otherwi se authorized or required by the
Comm ssi on. If the land is not used in utility service but is

32



28.

ACCOUNTI NG | NSTRUCTI ONS

retained by the utility, the book cost shall be charged to account
103 - Property Held for Future Use, or account 121 - Nonutility
Property, as appropriate.

F. The book cost |ess net salvage of depreciable utility plant
retired shall be charged in its entirety to account 108.1 -
Accunul ated Depreciation of Uility Plant in Service. Any anounts
whi ch, by approval or order of the Comm ssion, are charged to

account 182 - Extraordinary Property Losses, shall be credited to
account 108.1 - Accunulated Depreciated of Uility Plant in
Ser vi ce.

G The accounting for the retirenent of amounts included in

account 302 - Franchises and the itens of limted terminterest in
land included in the accounts for land and land rights shall be as
provided for in the text of account 110.1 - Accunul ated

Anortization of Uility Plant in Service, account 407.1 -
Anortization of Limted Term Plant and account 407.3 — Anortization
of Gher UWility Plant.

H. In some instances the unexpected early retirenent of a nmjor
unit of property, which would elimnate or seriously deplete the
exi sting depreciation reserve, nay require accounting treatnent
which differs from that described in paragraph B above. In such
instances the Comm ssion may authorize or order the loss on
retirement to be charged to incone in the «current year or
transferred to account 186 - M scellaneous Deferred Debits, and
anortized in future periods. Such accounting treatnent shall be
used only when specifically authorized or directed by the
Conmi ssi on.

Uility Plant - Wirk Order and Property Record System Required

A Each utility shall record all construction and retirenments of
utility plant by nmeans of work orders or job orders. Separate work
orders may be opened for additions to and retirenents of utility
plant or the retirenments nmay be included with the construction work
or der, provi ded, however, that all items relating to the
retirements shall be kept separate from those relating to
construction and provided, further, that any nmaintenance costs
involved in the work shall |ikew se be segregat ed.

B. Each utility shall keep its work order system so as to show
the nature of each addition to or retirenment of utility plant, the
total cost thereof, the source or sources of costs, and the utility
pl ant account or accounts to which charged or credited. Wor k
orders covering jobs of short duration may be cleared nonthly.

33



29.

30.

ACCOUNTI NG | NSTRUCTI ONS

C. Each utility shall mintain records in which, for each plant
account, the anpunts of the annual additions and retirenents are
classified so as to show the nunber and the cost of the various
retirement wunits or other appropriate record wunits included
t her ei n.

Uility Plant - Transfers of Property

When property is transferred fromone utility plant account to
anot her, fromone utility departnent to another, such as from water
to wastewater, from one operating division or area to another, to
or from accounts 101 - Uility Plant in Service, 102 - Uility
Plant Leased to Ot hers, 103 - Property Held for Future Use, and 121
— Nonutility Property, the transfer shall be recorded by
transferring the original cost thereof from the one account,
departnment, or location to the other. Any related anounts carried
in the accounts for accunul ated depreciation or anortization shal
be transferred in accordance with the segregation of such accounts.

Uility Plant - Comon Pl ant

A If the utility is engaged in nore than one utility service
such as water, wastewater, electric and gas, and any of its utility
plant is used in common for several utility services or for other
purposes to such an extent and in such manner that it is
inpracticable to segregate it by utility services currently in the
accounts, such property with the approval of the Conmm ssion, may be
designated and classified as "common utility plant”.

B. Uility plant designated as common utility plant shall be
classified according to the detailed wutility plant accounts
appropriate for the property.

C. The wutility shall be prepared to show at any tine and to
report to the Conmi ssion annually, or nore frequently, if required,
and by utility plant accounts (301 to 348) the following: (1) the
book cost of comon utility plant (2) the allocation of such cost
to the respective departnments using the comon utility plant and
(3) the basis of the allocation.

D. The accumul ated provision for depreciation and anortization of
the utility shall be segregated so as to show the anmount applicable
to the property classified as conmon utility plant.

E. The expenses of operation, maintenance, rent, depreciation and
anortization of common utility plant shall be recorded in the
accounts prescribed herein but designated as commobn expenses, and
the allocation of such expenses to the departnents using the comon
utility plant shall be supported in such manner as to reflect
readily the basis of allocation used.
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Uility Plant - Miltiple Use

Land, rights of way and structures used jointly for severa
functions, such as supply, and transmssion and distribution
pur poses, shall be classified according to the major use thereof.

Uility Plant - Plant Account MatriXx

A Class A and B utilities (as defined in Instruction 1) are
required to subdivide the plant accounts into "functional"”
oper at i ons. Each object account shall be subdivided as shown in

the plant account matri x shown on pages 64 and 65. The subaccounts
are to be designated by adding a suffix of one decimal place to the
three digit account nunber.

B. The "functional" operations for the water system are listed
bel ow al ong with the designated suffix:

.1 Intangible plant

.2 Source of supply and punping pl ant

.3 Water treatnent plant

.4 Transm ssion and distribution plant

.5 Ceneral PIant
Operating Incone - Depreciation Expense
A Depreciation charges shall be conmputed using either the
straight-line remaining life nmethod (See definition 35) or the

straight-line method (See definition 36), according to which nethod
has been approved by the Comm ssion. Conposite depreciation rates
(See definition 8) may be used with prior Comm ssion approval. Wen
at all possible, separate depreciation charges shall be conputed
for contributed plant.

B. Wen the straight-line remaining life nethod is used, the
rates shall be reviewed periodically and adjusted as required, so
that the depreciation expense will bear a reasonable relationship

to the remaining life, the estinmated net future salvage, cost of
plant in service and to the balance of accunmulated depreciation
accrued in prior periods.

C. Wen the straight-line method is used, the rates shall be
reviewed periodically and adjusted as required, so that the
depreciation expense wll bear a reasonable relationship to the

service life, the estimted net salvage, and the cost of plant in
servi ce.

Operating Incone - Cearing Accounts

The purpose of a clearing account is to tenporarily accumul ate
in one account costs of a specific type which affect nore than a
single account, and which subsequently wll be apportioned anong
utility plant accounts, operating expense accounts and other
appropri ate accounts.
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The use of clearing accounts is optional. 1In addition to the
payroll clearing account, a wutility my use such additional
clearing accounts as it finds wuseful. However, all operation

expenses nust be recorded in the accounts prescribed by this nanual
and the utility remains responsible for providing the underlying
source docunents as if all entries were made directly w thout the
use of a clearing account.

Operating I ncone - Accrual Accounting

Monthly accounting wusing the accrual nethod is required.
During the accounting period, certain anmounts may have been earned
al though collection is not to be nmade until the subsequent period,
and certain expenses may have been incurred, although paynent is
not to be made until a subsequent period. At the end of the
accounting period the revenues and expenses shall be recogni zed by
charging the appropriate revenue or expense account and
correspondi ng receivable or liability account.

A reversing entry will be necessary at the beginning of the
subsequent peri od.

Operating Incone - Qperation and Mai ntenance Expense Account Matri X

A Class A and B utilities (as defined in general instruction 1)
are required to subdivide the operation and nmintenance expenses
into functions. Each object account shall be subdivided by the

functions as shown in the mtrix schedule that precedes the
Operation and Mai ntenance Expense Accounts (pages 94 and 95). The
function wll be designated by adding an additional one digit
suffix to the basic object account.

B. The "functional" operations for the water system are |isted
wi th the designated suffix:

Source of supply and punpi ng expenses - operations
Source of supply and punpi ng expenses - nai ntenance
Wat er treatnment expenses - operations

Wat er treatnment expenses - nmintenance

Transm ssion and distribution expenses - operations
Transm ssion and distribution expenses - nai ntenance
Cust omer accounts expense

Adm ni strative and general expenses

O~NOOUITRWN

Qperating Incone - Regulatory Assets and Liabilities

Regul atory debits and credits wll often be used to reconcile
differences between the requirenents of Cenerally Accepted
Accounting Principles and regul atory practice.
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101.
102.
103.
104.
105.
106.
108.

110.

114.
115.
116.

121.
122.
123.
124.
125.
126.
127.

131.

132.
133.
134.
135.
141.
142.
143.
144.
145.
146.
151.
152.
153.
161.
162.
171.

BALANCE SHEET ACCOUNTS
Assets and Gt her Debits
Uility Pl ant

ility Plant in Service

ility Plant Leased to Others

operty Held for Future Use

Uility Plant Purchased or Sold

Construction Work in Progress

Conpl eted Construction not C assified

Accunul at ed Depreciation

108.1 Accunul ated Depreciation of Uility Plant in Service

108.2 Accunul ated Depreciation of Utility Plant Leased to O hers
108.3 Accunul ated Depreciation of Property Held for Future Use
Accumul ated Anorti zation

110.1 Accunul ated Anortization of Uility Plant in Service

110.2 Accunul ated Anortization of Utility Plant Leased to O hers
Uility Plant Acquisition Adjustnents

Accunul ated Anortization of Uility Plant Acquisition Adjustnents
O her Uility Plant Adjustnents

Ut
Ut
Pr

O her Property and I nvestnents

Nonutility Property

Accunul at ed Depreciation and Anortization of Nonutility Property
| nvest nent in Associ ated Conpani es

Uility Investnents

O her Investnents

Si nki ng Funds

O her Special Funds

Current and Accrued Assets

Cash

131.1 Cash on Hand

131.2 Cash in Bank

Speci al Deposits

O her Special Deposits

Wor ki ng Funds

Tenporary Cash Investnents

Cust oner Accounts Receivabl e

O her Accounts Receivabl e

Accunul at ed Provision for Uncollectible Accounts--Cr.
Not es Recei vabl e

Account s Recei vabl e from Associ at ed Conpani es
Not es Recei vabl e from Associ at ed Conpani es
Plant Materials and Supplies

Mer chandi se

O her Materials and Supplies

St ores Expense

Pr epaynent s

Accrued Interest and D vi dends Receivabl e
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172.
173.
174.

181.
182.
183.
184.
185.
186.

187.

214.
215.

221.
222.
223.
224.

231.
232.
233.
234.
235.
236.

237.

239.
240.
241.
242.

BALANCE SHEET ACCOUNTS

Rent s Recei vabl e
Accrued Uility Revenues
M scel | aneous Current and Accrued Assets

Deferred Debits

Unanorti zed Debt Di scount and Expense
Extraordi nary Property Losses

Prelimnary Survey and | nvestigation Charges
Cl eari ng Accounts

Tenporary Facilities

M scel | aneous Deferred Debits

186.1 Deferred Rate Case Expense

186.2 Ot her Deferred Debits

186.3 Regul atory Assets

Research and Devel opnent Expenditures

Equity Capital and Liabilities
Equi ty Capital

Appropri at ed Retai ned Earni ngs

Unappropri ated Retai ned Ear ni ngs

215.1 Retained Earnings fromlncone Before Contributions
215.2 Donated Capita

Long- Ter m Debt

Bonds

Reacqui red Bonds

Advances from Associ at ed Conpani es
O her Long- Ter m Debt

Current and Accrued Liabilities

Account s Payabl e

Not es Payabl e

Account s Payabl e to Associ ated Conpani es

Not es Payabl e to Associ at ed Conpani es

Cust oner Deposits

Accrued Taxes

236.1 Accrued Taxes, Uility Operating Incone
236.11 Accrued Taxes, Taxes O her Than I ncone

236.2 Accrued Taxes, O her Incone and Deductions

Accrued I nterest

237.1 Accrued Interest on Long- Ter m Debt

237.2 Accrued Interest on ther Liabilities

Mat ur ed Long- Ter m Debt

Mat ured | nterest

Tax Col | ections Payabl e

M scel | aneous Current and Accrued Liabilities
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251.
252.
253.

261.
262.
263.
265.

BALANCE SHEET ACCOUNTS
Deferred Credits

Unanorti zed Prem um on Debt
Advances for Construction

G her Deferred Credits

253.1 Regulatory Liabilities
253.2 Oher Deferred Liabilities

Operati ng Reserves
Property I nsurance Reserve
I njuries and Danages Reserve

Pensi ons and Benefits Reserve
M scel | aneous Operating Reserves
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Uility Pl ant

Uility Plant in Service

A This account is the control account for plant accounts 301
t hrough 348.

B. This account shall include the original cost of wutility
plant, included in the plant accounts prescribed herein and in

simlar accounts for other utility departnents, owned and used by
the utility inits utility operations, and having an expected life
in service of nore than one year from date of installation,
i ncludi ng such property owned by the utility but held by nom nees.

Separate subaccounts shall be mintained hereunder for each
utility departnent and/or division.

C. The cost of additions to and betternments of property |eased
from others, which are includible in this account, shall be

recorded in subdivisions separate and distinct fromthose relating
to owned property (See Accounting Instruction 22).

Uility Plant Leased to O hers

A This account shall include the original cost of utility plant
owned by the utility, but |eased to others as operating units or
systens, where the | essee has excl usive possession.

B. The property included in this account shall be classified
according to the detail ed accounts prescribed for utility plant in
service and this account shall be muintained in such detail as
though the property were used by the owner in its wutility
oper at i ons.

Property Held for Future Use

A This account shall include the original cost of property
owned and held for future use in utility service under a definite
plan for such use. There shall be included herein property

acquired but never used by the wutility in utility service, but
held for such service in the future under a definite plan, and
property previously used by the wutility in utility service, but
retired from such service and held pending its reuse in the
future, under a definite plan, in utility service.

B. In the event that property recorded in this account shall no
| onger be needed or appropriate for future utility operations, the
conpany shall notify the Comm ssion of such condition and request
approval of journal entries to renove such property from this
account .

C. Gains or losses from the sale of land and land rights or
ot her disposition of such property previously recorded in this
account and not placed in utility service shall, unless otherw se

authorized or required by the Comm ssion, be recorded directly in
account 414 - Gains (Losses) from Di sposition of Utility Property.
However, when determined to be significant by the Conm ssion the
gain or loss shall be transferred to account 253 - OQther Deferred
Credits, or account 186 - M scellaneous Deferred Debits. Such
deferred anounts shall then be anortized to account 414 - GGains
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(Losses) from Disposition of Utility Property, unless otherw se
aut hori zed or required by the Comm ssion.

D. The property included in this account shall be classified
according to the detail ed accounts prescribed for utility plant in
service and the account shall be mintained in such detail as
t hough the property were in service. Separ ate subaccounts shal
be nmaintained hereunder for each wutility departnent for which
plant is held for future use.

Note:--Materials and supplies, and neters held in reserve, and
normal spare capacity of plant in service shall not be included in
this account.

Uility Plant Purchased or Sold

A This account shall be charged with the cost of utility plant
acquired as an operating unit or system by purchase, nerger,
consolidation, liquidation, or otherwi se, and shall be credited
with the selling price of |ike property transferred to others
pending the distribution to appropriate accounts in accordance
w th Accounting Instruction 21.

B. Wthin six nonths fromthe date of acquisition or transfer of
property recorded herein, the wutility shall file wth the
Comm ssion the proposed journal entries to clear fromthis account
t he anmounts recorded herein.

C. When an existing water system or operating unit is acquired
the utility shall be obligated to obtain, fromthe party acquired
from al | existing records, i ncluding records of pl ant
construction dates and costs, and records of accumul ated
depreci ati on and donated capital applicable to such properties.

Construction Work in Progress

A This account shall include the total of balances of work
orders for utility plant in process of construction but not ready
for service at the date of the bal ance sheet.

B. Wrk orders shall be cleared from this account as soon as
practicable after conpletion of the job. Further, if a project,
such as punping station or treatnment plant, is designed to consi st
of two or nore units which may be placed in service at different
dates, any expenditures which are common to and which will be used
in the operation of the project as a whole shall be included in
utility plant in service upon the conpletion and the readi ness for
service of the first unit. Any expenditures which are identified
exclusively with units of property not yet in service shall be
included in this account.

C. Expenditures on research and developnent projects for
construction of wutility facilities are to be included in a
separate subdivision in this account. Records nust be nmaintai ned

to show separately each project along with conplete detail of the
nature and purpose of +the research and developnment project
together wwth the related costs.

Conpl eted Construction Not C assified
At the end of the reporting period, this account shall include the
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total of the balances of work orders for utility plant which has
been conpleted and placed in service but for which work orders
have not been classified for transfer to the detailed utility
pl ant accounts.

Note: --For the purpose of reporting to the Conmmssion, the
classification of utility plant in service by accounts is
required. The wutility shall also report the balance in this
account tentatively classified as accurately as practicable
according to prescribed account classifications. The purpose of
this provision is to avoid any significant om ssions in reported
anounts of utility plant in service.

Accunul at ed Depreciation

A This account shall reflect the depreciation accunulated on
pl ant used in water utility service.
B. The utility shall maintain separate subaccounts correspondi ng
with the depreciable plant accounts, in which the accumul ated
depreciation total is segregated.
C. The foll ow ng subaccounts shall be naintai ned:
108.1 Accunul ated Depreciation of Uility Plant in Service
A Thi s account shall be credited with the foll ow ng:
(1) Anpbunts charged to account 403 - Depreciation Expense
to account 416 - Costs and Expenses of Merchandi sing,

Jobbing and Contract Wrk, or to clearing accounts for
current depreciation expense (excludes contributed plant).
(2) Anmounts of depreci ation appl i cabl e to utility
properties acquired as operating units or systens (See
Accounting Instruction 21).
(3) Amounts charged to account 182 - Extraordinary Property
Losses, when authorized by the Conm ssion.
Not e: --See Accounting Instruction 8 and account 439 regarding
adj ustments for past accrued depreciation.
B. At the time of retirenment of depreciable utility plant in
service, this account shall be charged with the book cost of the
property retired plus the cost of renoval, and shall be credited
with the sal vage value and any other amounts recovered, such as
i nsur ance. Wen retirenent, cost of renoval and sal vage are
entered originally in retirenent work orders, the net total of
such work orders may be included in a separate sub-account
her eunder . Upon conmpletion of the work order, the proper
distribution to subdivisions of this account shall be nade as
provided in the foll ow ng paragraph.
C. When transfers of plant are made from one utility plant
account to another, or fromor to another utility departnent, or
fromor to nonutility property, the accounting for the related

accunul ated depreciation shall be as provided in Accounting
I nstruction 29.

D. The wutility is restricted in its use of this accumul ated
depreciati on account to the purposes set forth above. It shal

not divert any portion of this account or nake any other use
t hereof without authorization by the Comm ssion.
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108. 2 Accumnul ated Depreciation of Utility Plant Leased to O hers
A This account shall be credited with anmounts charged to
account 413 - Incone from Uility Plant Leased to OQhers, for
current depreciation expense of property included in account 102
- Uility Plant Leased to O hers. Include, also, credits for
depreciation applicable to |eased plant acquired as operating
units or systens, to |leased plant donated to the utility or for

| osses transferred to account 182 - Extraordinary Property
Losses.
B. The requirenents of account 108. 1 - Accunul at ed

Depreciation of Utility Plant in Service, regarding retirenents
chargeabl e thereto and of subsidiary data to be mai ntai ned shal
be applicable likew se to this account.

C. The wutility is restricted in its use of this accumul ated
depreciati on account to the purposes set forth above. It shal
not divert any portion of this account or nake any other use
t hereof without authorization by the Comm ssion.

Not e: --See Accounting Instruction 8 and account 439 regarding
adj ustnments for past accrued depreciation.

108. 3 Accumnul at ed Depreci ation of Property Held for Future Use

A This account shall be credited with anounts charged to
account 426 - M scel | aneous Nonutility Expenses, for
depreci ation expense on property included in account 103 -
Property Held for Future Use. | ncl ude, also, the bal ance of

accunul ated depreciation on property that may be transferred to
account 103 - Property Held for Future Use, from other property
accounts.

B. The utility 1is restricted in its wuse of accumulated
depreciation to the purposes set forth above. It shall not
transfer any portion of this account or nake other use thereof
w t hout aut horization by the Conmm ssion.

Note:--Normally, this account wll not be wused for current
depreci ati on provisions because, as provided herein, the service
life during which depreciation is conputed comrences with the
date property is includible in wutility plant in service.
However, if special <circunstances indicate the propriety of
current accruals for depreciation, such charges shall be made to
account 426 - M scel |l aneous Nonutility Expenses.

Accunul ated Anortization

A This account shall reflect the anortization accumul ated on
pl ant used in water utility service.
B. The utility shal | mai ntai n separate subaccount s

corresponding with the anortizable plant accounts, in which the
accunul ated anortization total is segregated.

C. The foll ow ng subaccounts shall be maintained:

110.1 Accumul ated Anortization of Uility Plant in Service

A This account shall be credited with anounts charged to
account 407.1 - Anortization of Limted Term Plant, for the
current anortization of |imted term utility investnments. It
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shall be credited also with ambunts which may be charged to

account 407.3 - Anortization of Oher Uility Plant, or to
account 426 - M scellaneous Nonutility Expenses, to anortize
intangi ble or other utility plant which does not have a definite
or termnable |I|ife and 1is not subject to charges for

depreci ati on expense.

B. When any property to which this account applies is sold
relinquished, or otherwise retired from service, this account
shall be charged with the anmount previously credited in respect
to such property. The book cost of the property so retired |ess
t he amobunt chargeable to this account and |l ess the net proceeds
realized at retirenent shall be included in account 414 - (Gains
(Losses) from Disposition of Uility Property, unless otherw se
aut hori zed or required by the Comm ssion.

C. The utility is restricted in its wuse of accumulated
anortization to the purposes set forth above. It shall not
di vert any portion of this account or nake any other use thereof
wi t hout authorization of the Conm ssion.

Not e: --See Accounting Instruction 8 and account 439 regarding
adj ustnents for past accrued anortization.

110. 2 Accumul ated Anortization of Utility Plant Leased to Ot hers

A This account shall be credited with anounts charged to
account 413 - Incone from Uility Plant Leased to Ot hers, for
the current anortization of limted-term or other investnents

subject to anortization included in account 102 - Uility Plant
Leased to O hers.

B. When any property to which this account applies is sold

relinquished or otherwise retired from service, this account
shall be charged with the anmount previously credited in respect
to such property. The book cost of the property so retired |ess
t he amount chargeable to this account and |ess the net proceeds
realized at retirenent shall be included in account 414 - (ains
(Losses) from Disposition of Uility Property, unless otherw se
aut hori zed or required by the Conmm ssion.

C. Records shall be maintained so as to show separately the
bal ance applicable to each class of property that is being
anortized.

D. The wutility is restricted in its use of the accumul ated
provision for anortization to the purposes set forth above. It
shall not transfer any portion of this account or make any ot her
use thereof w thout authorization by the Comm ssion.

Not e: --See Accounting Instruction 8 and account 439 regarding
adj ustments for past accrued anorti zati on.

Uility Plant Acquisition Adjustnents
A This account shall include the difference between (a) the
cost to the accounting utility of wutility plant acquired as an
operating wunit or system by purchase, nerger, consolidation,
i quidation, or otherwise, and (b) the original cost, estinated

if not known, of such property, less the anmount or anounts
credited by the accounting utility at the tinme of acquisition to
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accunul ated depreciation, accunulated anortization and capital
contributions with respect to such property.

B. This account shall be subdivided so as to show the anobunts
included herein for each property acquisition and the anmounts
applicable to each utility departnment and to utility plant in
service and wutility plant |leased to others (See Accounting
I nstruction 21).

C. The ampbunts recorded in this account with respect to each
property acquisition shall be anortized, or otherw se di sposed of,
as the Comm ssion may approve or direct.

Accunul ated Anortization of Uility Plant Acquisition Adjustnents

This account shall be credited or debited with amounts which are
includible in account 406 - Anortization of Uility Plant
Acqui sition Adjustnents, or account 426 - M scell aneous Nonutility
Expenses, for the purpose of providing for the extinguishnment of
anounts in account 114 - Utility Plant Acquisition Adjustnents.

Oher Uility Plant Adjustnents

A This account shall include the difference between the
original cost, estimated if not known, and the book cost of
utility plant to the extent that such difference is not properly
includible in account 114 - Utility Plant Acquisition Adjustnents
(See Accounting Instruction 17C)

B. Amounts included in this account shall be classified in such
manner as to show the origin of each anount and shall be disposed
of as the Conm ssion nmay approve or direct.

Not e: --The provisions of this account shall not be construed as
approving or authorizing the recording of appreciation of utility
pl ant .

O her Property and | nvestnents

Nonutility Property

A Thi s account shall include the book cost of |and, structures,
equi pnent or other tangible or intangible property owned by the
utility, but not wused in wutility service and not properly
i ncludi ble in account 103 - Property Held for Future Use.

B. This account shall be subdivided so as to show the anount of
property used in operations which are nonutility in character but
nevertheless constitute a distinct operating activity of the
conpany (such as plant nerchandising and repair where such
activity is not «classified as wutility) and the anount of
m scel | aneous property not wused in operations. The records in
support of each subaccount shall be maintained so as to show an
appropriate classification of the property.

Note:--For transfers from utility plant accounts see Accounting
| nstruction 29.

Accunul at ed Depreciation and Anortization of Nonutility Property

This account shall include the accumulated depreciation and
anortization applicable to property other than utility plant.
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| nvest nent in Associ ated Conpani es

A This account shall include the book cost of investnments in
securities issued or assumed by associated conpanies (See
definition 5) and investnent advances to such conpani es, including
interest accrued thereon when such interest is not subject to

current settlenent. Include also the offsetting entry to the
recording of anortization of discount or premum on interest
bearing investnents (See account 419 - Interest and D vidend
| ncone) .

B. The account shall be naintained in such manner as to show the
investment in securities of, and advances to, each associated
conpany together wth full particulars regarding any of such

i nvestnents that are pl edged.

Note A:--Securities and advances of associ ated conpani es owned and
pl edged shall be included in this account, but such securities, if
held in special deposits or in special funds, shall be included in
the appropriate deposit or fund account. A conplete record of
securities pledged shall be naintained.

Note B:--Securities of associated conpanies held as tenporary cash
investnments are includible in account 135 - Tenporary Cash
| nvest nent s.

Note C. --Balances in open accounts wth associated conpanies,
whi ch are subject to current settlenent, are includible in account
145 - Accounts Recei vabl e from Associ ated Conpani es.

Note Di--The utility may wite down the cost of any security in
recognition of a decline in the value thereof. Securities shal
be witten off or witten down to a nomnal value if there is no
reasonabl e prospect of substantial val ue. Fl uctuations in market
value shall not be recorded but a permanent inpairnent in the

value of securities shall be recognized in the accounts. When
securities are witten off or witten down, the amunt of the
adjustnment shall be charged to account 426 - M scellaneous

Nonutility Expenses, or to an appropriate account for provisions
for loss in value established as a separate subdivision of this
account .

Uility Investnents

This account shall include book cost of investnments in securities
i ssued or assuned by nonassociated conpanies for the purpose of
i nsuring adequate water service (i.e., source of water supply).

O her | nvestnents

A This account shall include the book cost of investnments in
securities issued or assumed by nonassociated conpanies,
i nvestment advances to such conpanies, and any investnents not
accounted for elsewhere. Include also the offsetting entry to the
recording of anortization of discount or premum on interest
bearing investnents (See account 419 - Interest and D vidend
| ncone) .

B. The records shall be maintained in such manner as to show the

anount of each investnent and the investnent advances to each
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per son.
Note A:--Securities owned and pledged shall be included in this
account, but securities held in special deposits or in special
funds shall be included in appropriate deposit or fund accounts. A
conplete record of securities pledged shall be maintained.

Note B:--Securities held as tenporary cash investnents shall not
be included in this account.

Note C. --See Note D of account 123.

Si nki ng Funds

This account shall include the anobunt of cash and book cost of
investnments held in sinking funds. A separate account, wth
appropriate title, shall be kept for each sinking fund. Transfers
fromthis account to account 133 - O her Special Deposits, nmay be
made as necessary for the purpose of paying matured sinking-fund
obl i gati ons, or obligations <called for redenption but not
presented, or the interest thereon.

O her Special Funds

This account shall include the anobunt of cash and book cost of
i nvestnments which have been segregated in special funds for
i nsurance, enployee pensions, savings, relief, hospital, and other
purposes not provided for elsewhere. A separate account, wth
appropriate title, shall be kept for each fund.

Not e: - - Anounts deposited with a trustee under the terns of an
irrevocable trust agreenment for pensions or other enployee
benefits shall not be included in this account.

Current and Accrued Assets

Current and accrued assets are cash, those assets which are
readily convertible into cash or are held for current use in
operations or construction, current clains against others, paynent
of which is reasonably assured, and anmounts accruing to the
utility which are subject to current settlenent, except such itens
for which accounts are provided. There shall not be included in
the group of accounts designated as current and accrued assets any
item the ampunt of <collectability of which is not reasonably
assured, unless an adequate provision for possible |oss has been
made therefor. Itens of current character but of doubtful value
may be witten down and for recording purposes carried in these
accounts at nom nal val ue.

Cash

A. This account shall include the anmpbunt of cash on hand or on
deposit in banks.

B The foll ow ng subaccounts shall be maintained:

131.1 Cash on hand.
131.2 Cash i n bank.
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Speci al Deposits
This account shall include special deposits with fiscal agents or
others for the paynent of interest and/or dividends.

O her Special Deposits

This account shall include deposits with fiscal agents or others
for purposes other than the paynent of interest and dividends.
Such deposits may include cash deposited with federal, state, or
muni ci pal authorities as a gquaranty for the fulfillnment of
obligations; cash deposited wth trustees to be held wuntil
nort gaged property is sold, destroyed, or otherw se disposed of is
repl aced; cash realized fromthe sale of the accounting utility’'s
securities and deposited with trustees to be held until invested
in property of the utility. Entries to this account shall specify
t he purpose for which the deposit is nade.

Not e: -- Assets avail able for general corporate purposes shall not
be included in this account. Further, deposits for nore than one
year, which are not offset by current liabilities, shall not be
charged to this account but to account 127 - Ot her Special Funds.

Wor ki ng Funds
This account shall include cash advanced to officers, agents,
enpl oyees, and others as petty cash or working funds.

Tenporary Cash I nvestnents

A This account shall include the book cost of investnents, such
as demand and tine |oans, bankers’ acceptances, United States
Treasury certificates, marketable securities, certificates of
deposit, and other simlar investnents, acquired for the purpose
of tenporarily investing cash.

B. This account shall be so namintained as to show separately
tenporary cash investnents in securities of associated conpanies
and of others. Records shall be kept of any pledged investnents.

Cust orer Accounts Recei vabl e

A This account shall include amounts due from custoners for
utility service. This account shall not include amounts due from
associ at ed conpani es.

B. This account shall be nmaintained so as to show separately
anounts due fromeach type of utility service.

O her Accounts Receivabl e

A This account shall include anpbunts due the utility upon open
accounts, plus nerchandising, jobbing and contract work, other
t han anobunts due from associ ated conpanies and from custoners for
utility services.

B. This account shall be nmaintained so as to show separately
anopunts due from enployees, but the anount shall not include
anopunts advanced as working funds (See account 134 - Working
Funds) .
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Accumnul ated Provision for Uncol |l ectible Accounts--Cr

A This account shall be credited with amunts provided for
| osses on accounts receivable which nmay becone uncollectible, and
also with collections on accounts previously charged hereto.

Concurrent charges shall be mde to account 670 - Bad Debt
Expense, for anounts applicable to utility operations, and to
correspondi ng accounts for other operations. Records shall be

mai ntai ned so as to show the wite-offs of accounts receivable for
each utility departnent.
B. This account shall be subdivided to show the provision
applicable to the follow ng classes of accounts receivabl e:

Uility Custoners

Mer chandi si ng, Jobbi ng and Contract Wrk

O ficers and Enpl oyees

O her
Note A:--Accretions to this account shall not be made in excess of
a reasonable provision against |osses of the character provided
for.

Note B:--I1f provisions for uncollectible notes receivable or for
uncol | ecti bl e receivables from associ ated conpani es are necessary,
separate subaccounts therefor shall be established under the

account in which the receivable is carri ed.

Not es Recei vabl e

This account shall include the book cost, not includible
el sewhere, of all collectible obligations in the form of notes
receivable and simlar evidences (except interest coupons) of
noney due on demand or wthin one year from the date of issue
except, however, notes receivable from associated conpanies (See
account 135 - Tenporary Cash Investnents, and account 146 - Notes
Recei vabl e from Associ at ed Conpani es).

Not e: -- The face anmount of notes receivable discounted, sold or
transferred, wthout releasing the wutility from liability as
endorser thereon, shall be credited to a separate subdivision of
this account and appropriate disclosure shall be made in financial
statenents of any contingent l[itability arising from such
transacti ons.

Account s Recei vabl e from Associ at ed Conpani es
See account 146.

Not es Recei vabl e from Associ at ed Conpani es

These accounts shall include notes and drafts upon which
associ ated conpanies are |liable, and which mature and are expected
to be paid in full not later than one year from date of 1issue,
together with any interest thereon, and debit bal ances subject to
current settlenent in open accounts wth associated conpanies.
Itens which do not bear a specified due date but which have been
carried for nore than twelve nonths and itens which are not paid
within twelve nonths from due date shall be transferred to account
123 - Investnent in Associ ated Conpani es.

Note A:--On the balance sheet, accounts receivable from an
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associ ated conpany may be set off agai nst accounts payable to the
sanme comnpany.

Note B:--The face ampbunt of notes receivable discounted, sold or
transferred wthout releasing the wutility from liability as
endorser thereon, shall be credited to a separate subdivision of
this account and appropriate disclosure shall be made in financial
statenents of any contingent l[itability arising from such
transacti on.

Plant Materials and Supplies

A This account shall include the cost of fuel on hand and
materials purchased primarily for use in the utility business for
construction, operation and nmaintenance purposes. It shal

include also the book cost of materials recovered in connection

Wi th construction, maintenance or the retirenent of property, such

as mterials being credited to construction rmaintenance or

accunul ated depreciation, respectively, and included herein as

fol | ows:
(1) Reusable materials consisting of large individual itens
shall be included in this account at original cost, estimated
if not known. The cost of repairing such itens shall be
charged to the nmaintenance account appropriate for the
previ ous use.
(2) Reusable materials consisting of relatively small itens,
the identity of which (fromthe date of original installation
to the final abandonnent or sale thereof) cannot be
ascertained without undue refinenent in accounting, shall be
included in this account at current prices for such itens.
The cost of repairing such itens shall be charged to the
appropri ate expense account as indicated by previous use.
(3) Scrap and nonusable materials included in this account
shall be carried at the estimated net anount realizable
therefrom The difference between the amounts realized for
scrap and nonusable nmaterials sold and the net anobunt at
which the materials were carried in this account, as far as
practicable, shall be adjusted to the accounts credited when
the materials were charged to this account.

B. Materials and supplies issued shall be credited hereto and

charged to the appropriate construction, operating expense, or

ot her account on the basis of a unit price determ ned by the use
of cumul ative average, first-in-first-out, or such other nethod of
inventory accounting as conforms wth accepted accounting
standards consistently appli ed.

It ens

(1) Invoice price of materials |ess cash or other discounts.

(2) Freight, switching or other transportation charges when
practicable to include as part of the cost of particular
materials to which they rel ate.

(3) Custons, duties and excise taxes.

(4) Costs of inspection and special tests prior to acceptance.

(5) Insurance and other directly assignabl e charges.

Not e: - - Where expenses applicable to materials purchased cannot be
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directly assigned to a particular purchase, they shall be charged
to account 161 - Stores Expense.

C. If the utility desires to maintain a separate account for
fuel, it should be handled as a separate subaccount of this
account .

Mer chandi se

This account shall include the book cost of materials and supplies
held primarily for nerchandising, jobbing and contract work. The
principles prescribed in accounting for wutility materials and
supplies shall be observed in respect to itens carried in this
account .

O her Materials and Supplies

Thi s account shall include the book cost of materials and supplies
held primarily for nonutility purposes. The principles prescribed
in accounting for utility materials and supplies shall be observed
in respect toitens carried in this account.

St ores Expense

A This account shall include the cost of supervision, |abor and

expenses incurred in the operation of general st or er oons,

including purchasing, storage, handling and distribution of
mat eri al s and supplies.

B. This account shall be cleared by adding to the cost of

materials and supplies issued a suitable |oading charge that wll

distribute the expense equitably over stores issues. The bal ance
in the account at the close of the year shall not exceed the
anount of stores expenses reasonably attributable to the inventory
of materials and supplies.

ltens

Labor :

1. | nspecting and testing materials and supplies when not

assignable to specific itens.

Unl oadi ng from shipping facility and putting in storage.

Supervision of purchasing and stores departnment to extent

assignable to material s handl ed through stores.

CGetting materials fromstock and in readiness to go out.

| nventorying stock received or stock on hand by stores

enpl oyees but not including inventories by general departnent

enpl oyees as part of internal or general audits.

6. Purchasi ng departnment activities in checking materials needs,
i nvestigating sources of supply, analyzing prices, preparing
and placing orders, and related activities to the extent
applicable to materials handl ed through stores. (Optional .
Purchasing departnment expenses may also be included in
adm ni strative and general expenses).

ks WD

7. Mai nt ai ni ng stores equi pnent .

8. Cl eaning and tidying storeroons and stores offices.

9. Keepi ng stock records, including recording and posting of
mat erial receipts and issues and maintaining inventory record
of stock.
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10. Col l ecting and handling scrap materials in stores.
Suppl i es and Expenses:
11.

Adj ustnents of inventories of materials and supplies but not
including large differences that can readily be assigned to
i mport ant cl asses  of materials and can be equitably
distributed anmong the accounts to which such classes of
mat eri al s have been charged since the previous inventory.

12. Cash and other discounts not practically assignable to
specific materials.

13. Frei ght, express, etc., when not assignable to specific itens.

14. Heat, |ight and power for storeroonms and stores offices.

15. Broons, brushes, sweeping conpounds and ot her supplies used in
cl eaning and tidying storeroons and stores offices.

16. I njuries and danages.

17. | nsurance on materials and supplies and on stores equi prment.

18. Losses due to breakage, |eakage, evaporation, fire or other
causes, less credits for anounts received from insurance,
transportation conpanies or others in conpensation of such
| osses.

19. Postage, printing, stationery and office supplies.

20. Rent of storage space and facilities.

21. Conmmuni cati on servi ce.

22. Excise and other simlar taxes not assignable to specific
materi al s.

23. Transportation expense on inward novenent of stores and on

transfer between storeroons but not including charges on
materials recovered fromretirenents which shall be accounted
for as part of cost of renoval.

Not e: - - A physical inventory of each class of materials and supplies
shall be made every year.

Pr epaynent s

A Thi s account shal | include the amounts representing
prepaynments of insurance, rents, interest and m scel |l aneous itens,
and shall be kept or supported in such manner as to disclose the
anmount of each class of prepaynent.

B. This account shall include the anobunts of taxes paid in
advance of the period in which they are chargeable to incone,
except anpunts chargeable to water plant under construction and
m nor anounts which may be charged direct to the final accounts. As
the term expires for which the taxes are paid, this account shal
be credited at nonthly intervals and the appropriate account
charged (Note al so 408.10, 408.11, 408.12, 408.13, 408.20).

Accrued Interest and D vi dends Recei vabl e

This account shall include the anount of interest on bonds,
nort gages, notes, commercial paper, |oans, open accounts, deposits,
etc., the paynent of which is reasonably assured and the anount of
di vi dends decl ared or guaranteed on stocks owned.

Note A --Interest which is not subject to current settlenent shall
not be included herein but in the account in which is carried the
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princi pal on which the interest is accrued.

Note B:--Interest and dividends receivable from associated
conpani es shall be included in account 145 - Accounts Receivable
from Associ at ed Conpani es.

Rents Recei vabl e

This account shall include rents receivable or accrued on property
rented or leased by the utility to others.

Not e: --Rents receivabl e from associ ated conpani es shall be included
in account 145 - Accounts Receivable from Associ at ed Conpani es.

Accrued Uility Revenues

At the option of the utility, with approval of the Comm ssion, the
estimated anmount accrued for service rendered, but not billed at
the end of any accounting period, may be included herein. In case
accruals are nmde for wunbilled revenues, they shall be nmade
i kewi se for unbilled expenses, such as for the purchase of energy.

M scel | aneous Current and Accrued Assets

This account shall include the book cost of all other current and
accrued assets, appropriately designated and supported so as to
show t he nature of each asset included herein.

Deferred Debits

Unanorti zed Debt Di scount and Expense

A This account shall include the total of the debit bal ances in
the discount, expense, and premum accounts for all classes of
| ong-term debt, determ ned as provided in the follow ng paragraphs
of this account.

B. A discount, expense, and prem um account shall be naintained
for each class and series of long-term debt (including receivers

certificates) issued or assunmed by the utility, in which shall be
recorded the discount, expense, and prem um associated with the
i ssuance and sale of each such class and series of debt. In
stating the balance sheet, the total of the debit balances
remai ning in those accounts having debit bal ances shall be reported
under this account and the total of the credit bal ances renaining
in those accounts having credit balances shall be reported under

account 251 - Unanortized Prem um on Debt. Accounts with debit
bal ances shall not be set off against accounts wth credit
bal ances.

C. The di scount, expense, and prem um shall be anortized over the
life of the respective issues under a plan that will distribute the
anounts equitably over the |ife of the securities. The

anortization shall be on a nonthly basis, and the anounts thereof
shal |l be charged to account 428 - Anortization of Debt D scount and
Expense, or credited to account 429 - Anortization of Prem um on
Debt, as may be appropriate. The utility may, however, accelerate
the witing off of discount and expense where the anounts are
i nsignificant unl ess otherw se ordered by the Conmm ssi on.
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D. Wien any long-term debt is reacquired or redeened without
bei ng converted into another form of |ong-term debt and when the
transaction is not in connection with a refunding operation, the
di fference between the anmount paid upon reacquirenent and the face
val ue plus the unanortized premumor |ess the unanortized di scount
and expense, as the case nay be, applicable to the debt redeened,

retired and cancelled, shall be included in account 421 -
Nonutility Income, or account 426 - M scellaneous Nonutility
Expenses, as appropriate unless otherwise ordered by the
Conmi ssi on.

E. When the redenption of one issue or series of bonds or other
| ong-termobligations is financed by another issue or series before
the maturity date of the first issue, account 421 - Nonutility
| ncone, or account 426 - M scellaneous Nonutility Expenses, shal

be credited or debited, as appropriate, wth any wunanortized
di scount, expense, or premum on the first issue and any prem um
pai d or discount earned on the redenption. |[If the utility desires
to anortize any of the discount, expense, or prenm um associ ated
with the issuance or redenption of the first issue over a period
subsequent to the date of redenption, the permssion of the
Comm ssion nust be obtained; provided, however, that special
perm ssion of the Conm ssion shall not be necessary, if the utility
proceeds with a plan of disposition of the discount, expense, and
redenpti on prem uns associated with the refunded bonds, as follows

(1) There is charged to account 426 - M scell aneous
Nonutility Expenses, in the year of refunding, any anmounts of
unanortized discount and expenses or redenption prem uns
relating to bonds or other |ong-term obligations previously
refunded by the refunded bonds under imedi ate considerati on,
such ampunts, sonetinmes being referred to as "grandfather
items"; and,
(2) The wutility proceeds to anortize by equal nonthly
charges, from the date of refunding, the remainder of the
charges associated with the refunded bonds, over a period not
| onger than that in which the savings in net annual interest
and anortization charges equals the renmai nder of charges to be
anortized.
F. D scount, expense, or prem umon debt shall not be included as
part of +the cost of <constructing or acquiring any property,
tangi bl e or intangible, except under the provisions of account 420
- Allowance for Funds Used During Construction.

Extraordi nary Property Losses

A When aut horized or directed by the Comm ssion, this account
shall include extraordinary |osses on property abandoned or
otherwise retired from service which are not provided for by
accunul ated depreciation or anortization and which could not
reasonably have been foreseen and provided for, and extraordinary
| osses, such as unforeseen damages to property, which could not
reasonably have been anticipated and which are not covered by
i nsurance or other provisions.
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B. The entire cost, l|less net salvage, of depreciable property
retired shall be charged to accumul ated depreciation. If all, or a
portion, of the loss is to be included in this account, accunul ated
depreciation shall then be credited and this account charged with
t he amount properly chargeabl e hereto.

Prelimnary Survey and | nvestigation Charges

A This account shall be charged with all expenditures for
prelimnary surveys, plans, investigations, etc., mde for the
pur pose  of determining the feasibility of projects under
cont enpl ati on. If construction results, this account shall be
credited and the appropriate utility plant account charged. |If the
work is abandoned, the <charge shall be to account 426 -

M scel | aneous Nonutility Expenses, or to the appropriate operating
expense account unless otherwi se ordered by the Comm ssion (See
account 675 - M scel | aneous Expenses).

B. The records supporting the entries to this account shall be so
kept that the utility can furnish conplete information as to the
nature and the purpose of the survey, plans, or investigations and
the nature and amounts of the several charges.

Not e: -- The anount of prelimnary survey and investigation charges
transferred to utility plant shall not exceed the expenditures
which may reasonably be determned to contribute directly and
i mredi ately and wi thout duplication to utility plant.

Cl earing Accounts

A This caption shall include undistributed bal ances in clearing
accounts at the date of the bal ance sheet. Bal ances in clearing
accounts shall be substantially cleared not later than the end of
the accounting year unless itens held therein relate to a future
peri od.

B. Use of the follow ng subaccounts is recomended. This list is
intended to be representative but not exhaustive.

184.1 Building Service Expenses--d earing

184.2 Electronic Data Processing Expenses--C earing
184.3 Laboratory Expenses--C earing

184.4 Payroll--Cearing

184.5 Shop Expenses--C earing

184.6 Tools and Work Equi pment Expenses--C earing
184.7 Transportati on Expenses--C earing

184.8 Charges by Associ ated Conpani es--C earing

Tenporary Facilities

This account shall include amunts shown by work orders for plant
installed for tenporary use in utility service for periods of |ess
than one year. Such work orders shall be charged with the cost of
tenporary facilities and credited wth paynents received from
custoners and net salvage realized on renoval of the tenporary
facilities. Any net credit or debit resulting shall be cleared to
account 471 - M scel |l aneous Servi ce Revenues.
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186. M scel | aneous Deferred Debits

A This account shall include all debits not el sewhere provided
for, such as m scellaneous work in progress, |osses on disposition
of property, deferred by authorization of the Conm ssion, unusua
or extraordi nary expenses and regul atory assets resulting fromrate
maki ng actions, not included in other accounts, which are in
process of anortization, and itens the proper final disposition of
whi ch is uncertain.
B. The records supporting the entries to this account shall be so
kept that the wutility can furnish full information as to each
deferred debit, including justification for inclusion of such
amounts in this account.
C. The followi ng subaccounts shall be naintained as a m ninmm
unl ess otherw se authorized by the Comm ssion. The utility nay add
addi ti onal subaccounts, if desired (such as deferred tank painting
expense).

186.1 Deferred Rate Case Expense

186.2 Other Deferred Debits

186.3 Regul atory Assets

186.1 Deferred Rate Case Expense
This account shall include all deferred debits associated with the
cost of conducting rate cases before the comm ssion.

186.2 Other Deferred Debits
This account shall include all deferred debits not properly
i ncludi ble in any other subaccount of account 186.

186.3 Regul atory Assets

A This account shall include the anmounts of regul atory-created
assets, not included in other accounts, resulting from the
rat emaki ng actions of regul atory agencies. (See Definition 26.)

B. The anounts included in this account are to be established by
those charges which would have been included in net incone
determ nation in the current period under the general requirenents
of the Uniform System of Accounts but for it being probable that
such itens will be included in a different period(s) for purposes
of developing the rates that the utility is authorized to charge
for its wutility services. Wen specific identification of the
particul ar source of a regulatory asset cannot be made, such as in
pl ant phase-ins, rate noderation plans or rate |evelization plans,
Account 407.5 - Anortization of Regulatory Liabilities shall be
credited. The anpunts recorded in this account are generally to be
charged, concurrently with the recording of the anbunt in rates, to
t he sane account that would have been charged if included in incone
when incurred, except all regulatory assets established through the
use of Account 407.5 shall be <charged to Account 407.4 -
Anortization of Regulatory Assets, concurrent with the recovery of
t he ambunts in rates.

C. If rate recovery of all or part of an anount included in this
account is disallowed, the disallowed anmount shall be charged to
Account 426 - M scellaneous Nonutility Expenses, or Account 434 -
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Ext raordi nary Deductions, in the year of the disall owance.

Research and Devel opnent Expenditures

A This account shall include the cost of all expenditures com ng
within the neaning of Definition 28 of the Uniform System of
Accounts, except those properly includible in account 105 -
Construction Work in Progress.

B. Costs that are minor or of a general or recurring nature shal
be transferred from this account to account 675 - M scell aneous
Expenses.

C. In certain instances a utility may incur |arge and significant

research expenditures which are nonrecurring and which would
di stort the annual research and devel opnment charges for the period.
In such a case the portion of such anobunts that cause the
distortion my be anortized to account 675 - M scellaneous
Expenses, over a period not to exceed five years unless otherw se
aut hori zed by the Conmm ssi on.

D. The entries in this account nust be so naintained as to show
separately each project along with conplete detail of the nature
and purpose of the research and devel opnment project together with
the rel ated costs.

Equity Capital

Appropri ated Retai ned Earni ngs

This account shall include the anpbunt of retained earnings which
has been appropriated or set aside for specific purposes. Separate
subaccounts shall be maintained under such titles as will designate

t he purpose for which each appropriation was nade.

Unappropri at ed Retai ned Earni ngs

This account shall include the balance of unappropriated retained
ear ni ngs.

The foll ow ng subaccounts shall be maintained:

215.1 Retained Earnings fromlncone Before Contributions

This account shall include the bal ance, either debit or credit, of
anmounts transferred to account 435 — Balance Transferred from
| ncome.

215.2 Donated Capital
This account shall include the balance of anmounts recorded in
account 432 — Proceeds from Capital Contributions.

Long- Ter m Debt

Bonds

This account shall include, in a separate subdivision for each
class and series of bonds, the face value of the actually issued
and unmatured bonds which have not been retired or cancel ed; also,
the face value of such bonds issued by others the paynent of which
has been assumed by the utility.
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Reacqui red Bonds

A This account shall include the face value of bonds actually
i ssued or assuned by the utility and reacquired by it and not paid,
retired, or cancelled. The account for reacquired debt shall not
include securities that are held by trustees in sinking or other
f unds.

B. When bonds are reacquired, the difference between face val ue,
adjusted for wunanortized discount, expense or premum and the
anount paid upon reacquisition, shall be debited or credited as
appropriate, to account 421 - Nonutility Incone, or account 426 -
M scel | aneous Nonutility Expenses (See, however, account 181,
par agraph E, as to refundi ng operations).

Advances from Associ at ed Conpani es

A This account shall include the face value of notes payable to
associated conpanies and the anmount of open book accounts
representing advances from associated conpani es. It does not

i ncl ude notes and open accounts, representing indebtedness, subject
to current settlenent which are includible in account 233 -

Accounts Payable to Associated Conpanies, or account 234 - Notes
Payabl e to Associ at ed Conpani es.
B. The records supporting the entries to these accounts shall be

so kept that the wutility can furnish conplete information
concerni ng each note and open account.

O her Long- Ter m Debt

A This account shall include, until maturity, all |ong-term debt
not otherw se provided for. This covers such itens as receiver’s
certificates, real estate nortgages executed or assuned,
assessnments  for public inprovenents, notes and unsecured

certificates of indebtedness not owned by associated conpanies,
recei pts outstanding for long-term debt, and other obligations
mat uri ng nore than one year fromdate of issuance and assunpti on.

B. Separate subaccounts shall be maintained for each class of
obligation, and records shall be nmaintained to show separately for
each class all details as to date of obligation, date of maturity,
interest dates and rates, security for the obligation, etc.

Not e: -- M scel | aneous |ong-term debt reacquired shall be accounted
for in accordance with the procedure set forth in account 222 -
Reacqui red Bonds.

Current and Accrued Liabilities

Current and accrued liabilities are those obligations which
have either matured or which becone due wthin one year from the
date thereof; except, however, bonds, receiver’s certificates and
simlar obligations which shall be classified as |ong-term debt
until date of maturity; accrued taxes which shall be classified as
accrued liabilities even though payable nore than one year from
date; conpensation awards, which shall be classified as current
l[iabilities regardless of date due; and mnor anounts payable in
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install ments which may be classified as current liabilities. |If a
liability is due nore than one year from date of issuance or
assunption by the utility, it shall be credited to a | ong-term debt
account appropriate for the transaction, except, however, the
current liabilities previously nmentioned.

Account s Payabl e
This account shall include all anobunts payable by the utility
wi thin one year, which are not provided for in other accounts.

Not es Payabl e

This account shall include the face value of all notes, drafts

acceptances, or other simlar evidences of indebtedness, payable on
demand or within a tine not exceeding one year from date of issue,
to other than associ ated conpani es.

Accounts Payabl e to Associ ated Conpani es

This account shall include all anobunts payable by the utility to
associ ated conpani es that are not provided for in other accounts.
Not e: - - Excl ude from this account anmounts which are includible in
account 223 - Advances from Associ at ed Conpani es.

Not es Payabl e to Associ at ed Conpani es

Thi s account shall include ambunts owi ng to associ ated conpani es on
not es, drafts, accept ance, or other simlar evidences of
i ndebt edness, payable on demand or within a tinme not exceeding one
year fromdate of issue or creation

Not e: --Exclude from this account notes which are includible in
account 223 - Advances from Associ at ed Conpani es.

Cust oner Deposits
This account shall include all amounts deposited with the utility
by custoners as security for the paynment of bills.

Accrued Taxes

A This account shall be credited with the anmpunt of taxes
accrued during the accounting period with corresponding debits
being made to the appropriate accounts for tax charges. Such

credits nmay be based upon estimates, but fromtine to tinme during
the year as the facts beconme known, the amount of the periodic
credits shall be adjusted so as to include as nearly as can be
determ ned in each year the taxes applicable thereto. Any anount
representing a prepaynent of taxes applicable to a period
subsequent to the date of the bal ance sheet, shall be shown under
account 162 - Prepaynents.

B. If accruals for taxes are found to be insufficient or
excessive, correction therefor shall be made through current tax
accrual s. However, if such corrections are so large as to
seriously distort current expenses, see Accounting Instruction 8.

C. Accrual s for taxes shall be based upon the net anounts payable
after credit for any discounts, but shall not include any anounts
for interest on tax deficiencies or refunds. Interest received on
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refunds shall be credited to account 419 - Interest and D vidend
I ncone, and interest paid on deficiencies shall be charged to
account 427.5 - Interest Expense - O her.

D. The records supporting the entries to this account shall be

kept so as to show for each class of taxes, the anobunt accrued, the
basis for the accrual, the accounts to which charged, and the
anount of tax paid.
E. The foll owi ng subaccounts may be mai nt ai ned:
236.1 Accrued Taxes, Uility Operating I nconme
236.11 Accrued Taxes, Taxes Ot her Than I ncome Taxes
236.2 Accrued Taxes, O her Incone and Deductions

Accrued | nterest

A This account shall include the anpbunt of interest accrued but
not matured on all Jliabilities of the wutility not including,
however, interest which is added to the principal of the debt on
whi ch incurred. Supporting records shall be maintained so as to
show t he anount of interest accrued on each obligation.

B. The foll owi ng subaccounts may be mai nt ai ned:

237.1 Accrued Interest on Long-Ter m Debt
237.2 Accrued Interest on O her Liabilities

Mat ur ed Long- Ter m Debt

This account shall include the anmount of |ong-term debt (i ncluding
any obligation for prem uns) matured and unpaid, wthout specific
agreenent for extension of the time of paynent, and bonds called
for redenption but not presented.

Mat ured | nterest

This account shall include the amount of matured interest on |ong-
term debt or other obligations of the utility at the date of the
bal ance sheet unl ess such interest is added to the principal of the
debt on which incurred.

Tax Col | ections Payabl e

This account shall include the amount of taxes collected by the
utility through payroll deductions or otherw se pending transmttal
of such taxes to the proper taxing authority.

Note:--Do not include liability for taxes assessed directly against
the utility which are accounted for as part of the utility’'s own
t ax expense.

M scel | aneous Current and Accrued Liabilities

This account shall include the amount of all other current and
accrued liabilities not provided for elsewhere appropriately
designated and supported so as to show the nature of each
liability.
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Deferred Credits

Unanorti zed Prem um on Debt

This account shall include the total of the credit balances in the
di scount, expense and prem um accounts, for all classes of [|ong-
term debt, including receivers’ certificates (See account 181 -

Unanorti zed Debt Di scount and Expense).

Advances for Construction

This account shall include advances by or in behalf of custoners
for construction which are to be refunded either wholly or in part.
When a person is refunded the entire amount to which he is entitled
according to the agreenment or rule under which the advance was
made, the balance, if any, remaining in this account shall be
credited to account 432 — Proceeds from Capital Contributions.

O her Deferred Credits
A This account shall include gains on disposition of property
deferred by authorization of the Comm ssion, advance billings and
recei pts and other deferred credit itens, not provided el sewhere,
i ncl udi ng anmounts which cannot be entirely cleared or disposed of
until additional information has been received.
B. The followi ng subaccounts shall be naintained as a mninmm
unl ess otherw se authorized by the Comm ssion. The utility nay add
addi ti onal subaccounts, if desired.

253.1 Regulatory Liabilities

253.2 Oher Deferred Liabilities

253.1 Regulatory Liabilities

A This account shall include the anobunts of regulatory
l[iabilities, not included in other accounts, inposed on the utility
by the ratemaking actions of regulatory agencies. (See Definition
26.) The amounts to be included in this account are to be
established by those credits which would have been included in net
income determnations in the current period under the general
requi renents of the Uniform System of Accounts but for it being
probabl e that: 1) such itens will be included in a different
period(s) for purposes of developing rates that the utility is
authorized to charge for its utility services; or 2) refunds to
custoners, not provided for in other accounts, will be required.
Wien 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 with a
regul atory agency, account 407.4 - Anortization of Regulatory
Assets, shall be debited. The ampbunts recorded in this account
generally are to be credited to the sanme account that would have
been credited if included in incone when earned except: 1) all
regulatory liabilities established through the use of account 407.4
shall be credited to account 407.5 - Anortization of Regulatory
Liabilities; and 2) in the case of refunds, a cash account or other
appropriate account should be credited when the obligation is
satisfied.
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B. If it is later determ ned that the anmounts recorded in this
account will not be returned to custoners through rates or refunds,
such amounts shall be credited to Account 421 - Nonutility Incone,
in the year such determ nation is made.

C. The records supporting the entries to this account shall be so
kept that the utility can furnish full information as to the nature
and anmount of each regulatory liability included in this account,
including justification for inclusion of such anmounts in this
account .

253.2 O her Deferred Liabilities
This account shall include all deferred liabilities not properly
i ncludi ble in any other subaccount of account 253.

Operating Reserves

Property | nsurance Reserve

A This account shall include anobunts reserved by the utility for
sel f-insurance against |osses through accident, fire, flood, or
ot her hazards to its own property or property |eased from others.
The accruals to this account are to be charged to account 657 -
| nsurance- General Liability, or other appropriate account to cover
such risks credited to this account. A schedule of risks covered
by this reserve shall be maintained, giving a description of the
property involved, the character of the risks covered and the rates
used.

B. Charges shall be made to this account for |osses covered by
sel f-insurance. Details of these charges shall be naintained
according to the year the casualty occurred which gave rise to the
| oss.

I njuries and Danmages Reserve

A This account shall be credited with anmounts to be charged to
account 658 - Insurance - Workers’ Conpensation, or other
appropriate accounts, to neet the probable liability, not covered
by insurance, for deaths or injuries to enployees and others, and
for danages to property neither owned nor held under |ease by the
utility.

B. When liability for any injury or damage is admtted by the
utility either voluntarily or because of the decision of a court or
other lawful authority, such as a workers’ conpensation board, the
admtted liability shall be charged to this account and credited to
the appropriate liability account. Details of these charges shal
be maintained according to the year the casualty occurred which
gave rise to the |oss.

Not e: - - Recoveries or reinbursenents for |osses charged to this
account shall be credited hereto; the cost of repairs to property
of others if provided for herein, shall be charged to this account.

Pensi ons and Benefits Reserve
A This account shall include provisions made by the utility and
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anounts contributed by enpl oyees, for pensions, accident and death
benefits, savings, relief, hospital and other provident purposes,
where the funds represented by the reserve are included in the
assets of the wutility either in general or in segregated fund
accounts.

B. Amounts paid by the utility for the purposes for which this
reserve is established shall be charged hereto.

C. A separate account shall be kept for each kind of reserve
i ncl uded herei n.

Note:--1f enployee pension or benefit plan funds are not included
anong the assets of the utility but are held by outside trustees,
paynments into such funds, or accruals therefor shall not be

included in this account unless required paynents are made on a
periodic and tinmely basis to the outside trustees of the various
f unds.

M scel | aneous Operating Reserves

A This account shall include all operating reserves naintained
by the utility which are not provided for el sewhere.
B. This account shall be maintained in such nanner as to show the

anount of each separate reserve and the nature and anounts of the
debits and credits thereto.

Not e: --This account includes only such reserves as may be created
for operating purposes and does not include any reservations of
income the credits for which should be carried in account 214 -
Appropri ated Retai ned Earni ngs.
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Organi zati on

Franchi ses

Land and Land Rights

Structures and | nprovenents

Col l ecting and | npoundi ng Reservoirs
Lake, River and O her I|ntakes

Wl I's and Springs

Infiltration Galleries and Tunnels
Supply Mai ns

Power Generation Equi pnent

Punpi ng Equi pnent

Wat er Treat nent Equi prent

Di stribution Reservoirs and Standpi pes
Transm ssion and Distribution Mins
Servi ces

Meters and Meter Installations

Hydr ant s

Backfl ow Preventi on Devices

O her Plant and M scel | aneous Equi pnent
O fice Furniture and Equi prent
Transportation Equi prment

St ores Equi pnent

Tool s, Shop and Garage Equi pnent
Labor at ory Equi prent

Power Qperated Equi pnent
Communi cat i on Equi prent

M scel | aneous Equi prent

O her Tangi bl e Pl ant
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) 9,9.0.9.0.9.9.9.9.0.9.0.0. 809, 0.9.0.9.0.0.9.0.9.0 GEED $.9.0.9.¢.9.9.0.9.¢.9. 342.5

) 9,9.0.9.0.9.9.9.9.0.9.0.0. 809, 0.9.0.9.0.0.9.0.9.0 GEED $.9.0.9.¢.9.9.0.9.¢.9. 343.5

) 9,9.0.9.0.9.9.9.9.0.9.0.0. 809, 0.9.0.9.0.0.9.0.9.0 GEED $.9.0.9.¢.9.9.0.9.¢.9. 344.5

) 9,9.0.9.0.9.9.9.9.0.9.0.0. 809, 0.9.0.9.0.0.9.0.9.0 GEED $.9.0.9.¢.9.9.0.9.¢.9. 345.5

) 9,9.0.9.0.9.9.9.9.0.9.0.0. 809, 0.9.0.9.0.0.9.0.9.0 GEED $.9.0.9.¢.9.9.0.9.¢.9. 346.5

) 9,9.0.9.0.9.9.9.9.0.9.0.0. 809, 0.9.0.9.0.0.9.0.9.0 GEED $.9.0.9.¢.9.9.0.9.¢.9. 347.5

) 9,9.0.9.0.9.9.9.9.0.9.0.0. 809, 0.9.0.9.0.0.9.0.9.0 GEED $.9.0.9.¢.9.9.0.9.¢.9. 348.5
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The water utility plant accounts have been designed utilizing
an account nmatri x. The matrix enploys a |ist of object accounts
that, in effect, act as control accounts. The object accounts are
further segregated by the matrix into classifications by functions
or subaccounts. The instructions for segregating the object
accounts to the function subaccounts are contained in Accounting
Instruction 32. Listed below are the object account descriptions.

Organi zati on
This account shall include all fees paid to federal or state
governments for the privilege of incorporation and expenditures
incident to organizing the <corporation, partnership or other
enterprise and putting it into readiness to do business. A sanple
of itens to be included in this account are |isted bel ow

1. Actual cost of obtaining certificates authorizing an

enterprise to engage in the public utility business.

2. Fees and expenses for incorporation.

3. Fees and expenses for nergers or consolidations.

4. O fice expenses incident to organizing the utility.

5. M nut e books and corporate seal.
Note A --This account shall not include any discounts upon
securities issued or assumed; nor shall it include any costs

incident to negotiating |oans, selling bonds or other evidences of
debt, or expenses in connection with the authorization, issuance
and sal e of capital stock.

Note B:--Exclude from this account and include in the appropriate
expense account the <cost of preparing and filing papers in
connection with the extension of the term of incorporation unless
the first organi zation costs have been witten off. \Where charges
are nmade to this account for expenses incurred in nergers,
consolidations or reorganizations, amounts previously included
herein or in simlar accounts in the books of the conpanies
concerned shall be excluded fromthis account.

Franchi ses

A This account shall include anobunts paid to the federa
government, to a state or to a political subdivision thereof in
consideration for franchises, consents or certificates, running in
perpetuity or for a specified term of nore than one year, together
wi th necessary and reasonabl e expenses incident to procuring such
franchi ses, consents or certificates of perm ssion and approval

i ncl udi ng expenses of organi zi ng and mergi ng separate corporations,
where statutes require solely for +the purpose of acquiring
franchi se.

B. If a franchise or certificate is acquired by assignnent, the
charge to this account in respect thereof shall not exceed the
anount paid therefor by the utility to the assignor, nor shall it
exceed the anount paid by the original grantee, plus the expense of
acquisition to such grantee. Any excess of the anmount actually
paid by the wutility over the anobunt above specified shall be

charged to account 426 - M scell aneous Nonutility Expenses.
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C. When any franchi se has expired, the book cost thereof shall be
credited hereto and charged to account 426 - M scellaneous
Nonutility Expenses, or to account 110.1 - Accunul ated Anortization
of Utility Plant in Service, as appropriate.

D. Records supporting this account shall be kept so as to show
separately the book cost of each franchi se.

Not e: - - Annual or other periodic paynents under franchises shall not
be included herein but in the appropriate expense account.

Land and Land Rights

This account shall include the cost of land and land rights used in
connection with source of supply, punping, water treatnent plant,
transm ssion and distribution, and general plant operations (See

Accounting Instruction 24). A sanple of itenms to be included in
this account are |isted bel ow
1. Bul kheads buri ed, not requiring mai nt enance or

repl acenent.

2. Cost, first, of acquisition including nortgages and ot her
i ens assuned (but not subsequent interest thereon).

3. Condemmation proceedings, including court and counsel
costs.

4. Consents and abutting damages, paynent for

5. Conveyancers’ and notaries’ fees.

6. Fees, comm ssions, and salaries to brokers, agents, and
others in connection with the acquisition of the |and or
| and rights.

7. Leases, cost of voiding upon purchase to secure

possessi on of |and.

8. Renmoving, relocating, or reconstructing property of
ot hers, such as buildings, highways, railroads, bridges,
ceneteries, churches, telephone and power lines, etc., in
order to acquire quiet possession.

9. Retaining walls unless identified with structures.

10. Special assessnents levied by public authorities for
public inprovenents on the basis of benefits for new
roads, new bridges, new sewers, new curbing, new
pavenents, and other public inprovenents, but not taxes
levied to provide for the maintenance of such
I nprovenents.

11. Surveys in connection with the acquisition, but not
anounts paid for topographical surveys and nmaps where
such costs are attributable to structures or plant
equi pnent erected or to be erected or installed on such
| and.

12. Taxes assuned, accrued to date of transfer of title.

13. Title, examning, clearing, insuring and registering in
connection with the acquisition and defending against
clainms relating to the period prior to the acquisition.

14. Appraisals prior to closing title.

15. Cost of dealing with distributees or |egatees residing
outside of the state or county, such as recording power
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of attorney, recording will or exenplification of wll,
recordi ng satisfaction of state tax.

16. Filing satisfaction of nortgage.

17. Docunentary stanps.

18. Phot ographs of property at acquisition.

19. Fees and expenses incurred in the acquisition of water
rights, and grants.

20. Cost of fill to extend bul khead line over [|and under
water, where riparian rights are held, which is not
occasioned by the erection of a structure.

21. Sidewal ks and curbs constructed by the utility on public
property.

22. Labor and expenses in connection with securing rights of
way, where perfornmed by conpany enployees and conpany
agents.

Structures and | nprovenents

This account shall include the cost of structures and inprovenents
used in connection with source of supply, punping, water treatnent,
transm ssion and distribution and general plant (See Accounting
Instruction 25). A sanple of itens to be included in this account
are |listed bel ow

1. Architects’ pl ans and speci fications i ncl udi ng

supervi si on

2. Boilers, furnaces, piping, wiring, fixtures and machinery

for heating, lighting, signaling, ventilating and air
condi tioning systens, plunbing, vacuum cl eaning systens,
i nci nerator and snoke pipe, flues, etc.

3. Bulkheads, including dredging, riprap fill, ©piling,
decking, <concrete, fenders, etc., when exposed and
subj ect to mai ntenance and repl acenent.

Comm ssions and fees to brokers, agents, architects and

ot hers.

Conduit (not to be renoved) with its contents.

Danages to abutting property during construction.

Dr ai nage systens.

El evators, cranes, hoists, etc., and the machinery for

operating them

Excavation, including shoring, bracing, bridging, refil

and disposal of excess excavated material, cofferdans

around foundations, punping water from cofferdam during

construction, test borings.

10. Fences and fence curbs (not including protective fences
isolating itens of equipnent, which should be charged to
t he appropriate equi pnent account).

11. Fire protection systens when formng a part of a
structure.

12. Fl agpol e.

13. Floor covering (permanently attached).

14. Foundations and piers for machinery, constructed as a
permanent part of a building or other itemlisted herein.

© 9N A
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Grading and clearing when directly occasioned by the
buil ding of a structure.

Intrasite communication system poles, pole fixtures,
wi res and cabl es.

Landscapi ng, | awns, shrubbery, etc.

Leases, voiding upon purchase, to secure possession of
structures.

Leased property, expenditures on.

Lighting fixtures and outside |lighting systens.

Mar quee, permanently attached to buil di ng.

Pai nting, first cost.

Per manent paving, concrete, brick, flagstone, asphalt,
etc., within the property lines.

Partitions, including novable.

Permits and privil eges.

Wat er and wastewat er systens, for general use.

Power boards for services to a building.

Ret ai ning wal | s except when identified with | and.
Roadways.

Roof s.

Scal es, connected to and formng a part of a structure.

Si dewal ks, culverts, curbs and streets constructed by the
utility on its property.

Sprinkling systens.

Sunp punps and pits.

Stacks -- brick, steel, or —concrete, when set on
foundation formng part of general foundation and
steelwork of a buil ding.

Steel inspection during construction.

Storage facilities constituting a part of a buil ding.

St orm doors and w ndows.

Tanks, constructed as part of a building or as distinct
structural units.

Tenporary heating during construction (net cost).
Tenporary water connection during construction (net
cost).

Tenporary shanties and other facilities wused during
construction (net cost).

Topogr aphi cal maps.

Tunnel s, intake and discharge, when constructed as part
of a structure, including sluice gates and those
constructed to house mains.

Vaults constructed as part of a buil ding.

Wat chnen’ s sheds and clock systens (net cost when used
during construction only).

Wat er basins or reservoirs.

Water front inprovenents.

Wat er supply piping, hydrants and wells.

Water neters and supply system for a building or for
general conpany purposes.
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51. Yard surfacing, gravel, concrete, or oil (First cost

only).
52. Plant netering.

305. Collecting and I npoundi ng Reservoirs
This account shall include the cost in place of structures and
i nprovenents used for inpounding, collecting and storing water in
the source of supply system A sanple of itens to be included in
this account are |isted bel ow
1. Aerators (when installed as an integral part  of
col l ecting and i npoundi ng reservoirs).
2 Bri dges and cul verts.
3 Clearing | and.
4. Dans.
5. Drai nage conduits.
6. Enbankments.
7 Fi sh | adders and el evators.
8 Fences.
9. (Gate houses and equi pnent.
10. Landscapi ng.
11. Lighting systens.
12. Retaining walls.
13. Roads and pat hs.
14. Sewers.
15. Spillways and channel s.
16. Any other permanent inprovenent to collecting and
i mpoundi ng reservoirs.

306. Lake, River and O her |Intakes
This account shall include the cost installed of |ake, river and
ot her intakes used as a source of water supply. A sanple of itens
to be included in this account are |isted bel ow

Clearing | and.

Condui t s.

Cribs.

Fences.

Gat e houses and equi pnent.

| nt ake pipes (up to suction header).

| nt ake wel | s.

Li ghting systens.

Screens and racks.

CoNohRWNE

307. Wells and Springs
This account shall include the cost installed of wells and springs
used as a source of water supply. A sanple of itenms to be included
in this account are listed bel ow

Clearing | and.

Col | ecti ng basins.

Col I ecti ng pi pes.

Fences.

Landscapi ng.

Li ghting systens.

ouhwnE
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7. Overflow spillways and channel s.

8. Sewers.

9. Springs and appurtenances.

10. Wells, casings and appurtenances, including cost of test

wells and nonproductive wells drilled as part of a
project resulting in a source of water within the sane
supply area.

Infiltration Galleries and Tunnel s

This account shall include the cost installed of infiltration
galleries and tunnels used as a source of water supply. A sanple
of itens to be included in this account are |isted bel ow

1. Conduits.
2. (Gate houses and equi pnent.
3. Piping.
Supply Mai ns
This account shall include the cost installed of supply mains,

pi pes, aqueducts and canals and their appurtenances. A sanple of

items to be included in this account are listed bel ow

Ai r chanbers.

Bl ow- of fs and overfl ows.

Bri dges and cul verts.

Canal s.

El ectrol ysis control equipnent.

Manhol es.

Muni ci pal i nspection or permts.

Pavenent disturbed, including cutting and replacing

pavenent, pavenent base and si dewal ks.

9. Pipes, aqueducts or conduits.

10. Placing nmains and accessori es.

11. Special castings.

12. Sterilizing new nmains.

13. Surge tanks.

14. Trenching, including shoring, bracing, bridging, punping,
backfill and di sposal of excess excavated nateri al .

15. Tunnels.

16. Val ves, valve vaults and appurtenances.

ONoTARWNE

Power Generation Equi pnent

A This account shall include the cost installed of any equi pnment
used for the production of power principally wused in punping
oper at i ons.

B. Subaccounts shall be maintained hereunder for the cost of
equi pnent used for each type of power generating equi pnent.

Punpi ng Equi pnent

This account shall include the cost of punping equipnment driven by
el ectric power, diesel engines, steam engines and hydraulic water
wheel s and turbines. A sanple of itenms to be included in this

account are |listed bel ow
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Engi nes, notors, water wheels and turbines for driving
punps.

Punps, including setting, gearing, shafting and belting.
Water piping within station, including valves.

Auxi |l iary equi pnent for engines and punps such as oiling
systens, cooling systens, condensers, etc.

Ol supply lines and accessori es.

Regul ati ng, recording and neasuri ng devi ces.

Foundati ons, frames and bed pl ates.

Ladders, stairs and platforns if a part of punping unit.

oNoOT hwdh B

Wat er Treat nent Equi pnment

This account shall include the cost installed of apparatus,
equi pnrent and other facilities used for the treatnment of water. A
sanple of itens to be included in this account are |isted bel ow

. Aerators (when installed as an integral part of the water
treatment plant).

Chem cal treating plant.

Cl ear water basin.

Di si nfection equi pnent.

Filter plant.

M xi ng chanbers.

Rever se osnpsi s nenbranes.

Sedi nent ati on or coagul ati on basin.

. Softening plant.

Not e: --Protecting superstructures shall be included in account 304
- Structures and | nprovenents.

OCoNohwN B

Di stribution Reservoirs and Standpi pes
This account shall include the cost of reservoirs, tanks,
st andpi pes, and appurtenances used in storing water for
distribution. A sanple of itens to be included in this account are
listed bel ow
1. Aerators (when installed as an integral part of
di stribution reservoirs).
2 Bridges and cul verts.
3 Clearing | and.
4. Dans.
5. Enbanknents.
6. Fences.
7 Foundati ons.
8 Gates and gate houses.
9. Landscapi ng.
10. Lighting systens.
11. Piping systemw thin reservoirs.
12. Retaining walls.
13. Roads and pat hs.
14. Rust-proofing apparatus.
15. Sewer drain or storm sewer.
16. Spillways and channel s.
17. Standpi pes.
18. Tanks.
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19. Tower s.
20. Val ves.

Transm ssion and Di stribution Miins

A. This account shall include the cost installed of transm ssion
and distribution mains and appurtenances. A sanple of itens to be
included in this account are |isted bel ow

1. Air chanbers.
2. Blowoffs and overfl ows.
3. Bridges and cul verts.
4. Electrolysis control equipnent.
5. (Gauges and recorders.
6. Jointing and jointing material.
7. Manhol es.
8. Meters and appurtenances.
9. Minicipal inspection or permts.
10. Pavenent disturbed, including cutting and replacing
pavenent, pavenent base and si dewal ks.
11. Pipes.
12. Fire mains.
B. Records supporting this account shall be so kept as to show

separately the cost of nmins of different sizes and types and of
each tunnel, bridge, or river crossing.

Servi ces

A This account shall include the cost installed of service pipes
and accessories leading to the custoners’ preni ses.

B. A conpl ete service begins with the connection on the main and

extends to but does not include the connection with the custoner’s
nmeter. A stub service extends fromthe main to the property |ine,
or the curb stop (curb stop cock).
C. Services which have been used but have becone inactive shal
be retired fromutility plant in service inmediately if there is no
prospect for reuse, and, in any event, shall be retired by the end
of the second year followi ng that during which the service becane
i nactive unless reused in the interim
ltens

1 Cor poration stops or tees.

2 Gat e val ves and boxes.

3 Goose necks.
4. Jointing and jointing material .
5.  Minicipal inspection or permts.
6. Pavenents disturbed, including cutting and replacing

pavenent, pavenent base and si dewal ks.

7 Pi pes.
8 Pl aci ng pi pes and accessori es.
9. Protection of street openings.
10. Service or curb boxes.
11. Service or curb stops (curb stop cocks).
12. Tappi ng nain.
13. Tappi ng saddl e.
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Not e: --When a custoner pays all or a part of the cost of the
service and such cost is properly includible in this account, the
anount borne or contributed by the custoner shall be credited to
account 432 — Proceeds from Capital Contributions.

Meters and Meter Installations

A This account shall include the cost of neters, devices and
appurtenances attached thereto, used for neasuring the quantity of
water delivered to users, whether actually in service or held in
reserve. It shall also include the cost of |abor enployed,
materials used and expenses incurred in connection wth the
original installation of a custoner's neters and devices and
appurtenances attached thereto.

B. When a neter and/or neter installation is permanently retired
from service, the anmbunt at which it is included herein shall be
credited to this account.

C. The records covering neters shall be so kept that the utility
can furnish information as to the nunber of neters of each type and
size in service and in reserve as well as the |ocation of each
meter included in this account.

D. A sanple of itenms to be included in this account are I|isted
bel ow

Meter fittings, connections and shel ves.

Meter vaults or boxes.

St ops.

Note A:--This account shall not include neters for recording the
output of a supply or treatnent plant, or those |ocated on mains.
It includes only those neters to record water delivered to
custoners, including conmpany use and for those used elsewhere in
the systemif a type available for general use.

Note B:--The utility shall maintain a statistical record to show
separately the nunber of each type and size of neter or group of
types and sizes as carried in the continuing property record.
Underlying records shall be kept so that the utility can determ ne
readily for each such classification the nunber of conpany-owned
meters in service (subdivided between active and inactive) and the
nunber of neters carried herein but not in service, the latter to
include neters undergoing repairs; and the nunber of neters in
servi ce owned by custoners.

Note C. --When a custoner pays all or a part of the cost of the
meter and such cost is properly includible in this account, the
anount borne or contributed by the custoner shall be credited to
account 432 — Proceeds from Capital Contributions.

1. Meters, including badging and initial testing.
2. Renote neter registers.

3. Installation labor (first installation only).
4. Meter coupling.

5. Meter bars.

6. Meter yokes.

7.

8.

9.
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Hydr ant s
This account shall include the cost installed of hydrants in
service owned by the utility. A sanple of itens to be included in

this account are |isted bel ow

pavenent, pavenent base and si dewal ks.
Pi pe including | eads and drai ns.

Tee at main.

Val ves and val ve boxes.

1. Connections to main.

2. Excavation, backfill, and disposal of excess excavated
mat eri al .

3. Hydrants and fittings, including barrel and shoe.

4. Manhol es.

5. Pavenent disturbed, including cutting and replacing

6.

7.

8.

Backf | ow Prevention Devices

A This account shall include the cost of backflow prevention
devi ces, and appurtenances attached thereto, used for preventing
the backflow of water, whether actually in service or held in
reserve. It shall also include the cost of |abor enployed,
materials wused and expenses incurred in connection wth the
original installation of a custoner's backflow prevention device
and appurtenances attached thereto unless done in conjunction with
a neter installation.

B. When a backfl ow prevention device is permanently retired from
service, the amount at which it is included herein shall be
credited to this account.

C. The records covering backflow prevention devices shall be so

kept that the utility can furnish information as to the nunber of
backfl ow preventi on devices of each type and size in service and in
reserve as well as the location of each backfl ow prevention device
included in this account.

O her Plant and M scel | aneous Equi pnent

This account shall include the cost installed of all other
i ntangi ble, source of supply and punping, water treatnent and
transm ssion and distribution plant not provided for in the
f oregoi ng accounts.

O fice Furniture and Equi prent

A This account shall include the cost of office furniture and
equi pnent owned by the utility and devoted to utility service, and
not permanently attached to buildings, except the cost of such
furniture and equi pnent which the utility elects to assign to other
pl ant accounts on a functional basis. A sanple of itens to be
included in this account are |listed bel ow

Book cases and shel ves.

Desk, chairs, and desk equi pnent.

Drafting room equi pnent.

El ectroni c data processi ng equi pnent.

Filing, storage and ot her cabinets.

Fl oor coveri ng.

ouhwnE
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7 Li brary and library equi prment.
8 Mechani cal office equi pment such as accounting nachines,
typewiters, etc

9. Safes.

10. Tabl es.
B. If the utility has equipnment includible in this account at
nore than one |ocation, separate records shall be naintained for
each | ocati on.

Transportation Equi prent

This account shall include the cost of transportation vehicles used
for utility purposes. A sanple of itens to be included in this
account are listed bel ow

1. Airplanes.

2. Autonobil es.

3. Bicycles.

4. Electrical vehicles.

5. Mdtor trucks.

6. Modtorcycles.

7. Repair cars or trucks.

8. Tractors and trailers.

9. Oher transportation vehicles.

St ores Equi pnent

A This account shall include the cost of equipnent used for the
receiving, shipping, handling and storage of materials and
suppl i es.

B. If the utility has equipnment includible in this account at

nore than one |ocation, separate records shall be naintained for
each | ocation. A sanple of itens to be included in this account
are |listed bel ow

Chain falls.

Count ers.

Cranes (portable).

El evati ng and stacki ng equi prent (portable).

Hoi st s.

Lockers.

Scal es.

Shel vi ng.

St or age bi ns.

Trucks, hand and power driven.

Wheel barr ows.

ROOONOUIARWNE

N

Tool s, Shop and Garage Equi pnent
This account shall include the cost of tools, inplenments, and
equi pnent used in construction, repair work, general shops and
garages and not specifically provided for or includible in other
accounts. A sanple of itenms to be included in this account are
listed bel ow

1. Ar conpressors.

2. Anvils.

3. Autonobile repair shop equi pnent.
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Battery chargi ng equi pnent .
Belts, shafts and countershafts.
Boi | ers.

Cabl e pul l'ing equi prent.

Concrete m xers.

Drill presses.

Derri cks.

El ectric equi prent.

Engi nes.

For ges.

Fur naces.

Foundations and settings specially constructed for and
not expected to outlast the equipnment for which provided.
Gas producers.

Gasol i ne punps, oil punps and storage tanks.
Greasing tools and equi prent.
Hoi st s.

Ladders.

Lat hes.

Machi ne t ool s.

Mot or driven tools.

Mot or s.

Pi pe threading and cutting tools.
Pneurmati c t ool s.

Punps.

Ri veters.

Sm t hi ng equi pnent .

Tool racks.

Vi ses.

Wel di ng appar at us.

Wor k benches.

344. Laboratory Equi pnent
A This account shall include the cost installed of |aboratory
equi pnent used for general |aboratory purposes and not specifically
provided for or includible in other departnental or functional
pl ant accounts. A sanple of itens to be included in this account
are |listed bel ow

CoNohRWNE

Aut ocl aves.
Bar onet er s.
Caner as.
Centri f uge.
Distilling apparatus.
Fur naces.

M cr oscopes.
Ovens.

Pi tonet ers.
Rai n gauges.
Refri gerators.
Scal es.
Sterilizers.
St op wat ches.
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15. Testing nachi nes.

16. Thernoneters.

17. Vol tneters.

18. O her bacteriological, electric, chemcal hydraulic or

research equi pnent.

B. If the utility has equipnment includible in this account at
nore than one |ocation, separate records shall be naintained for
each | ocati on.

Power QOperated Equi pnent

This account shall include the cost of power operated equipnent
used in construction or repair wrk exclusive of equipnent
includible in other accounts. I nclude, also, the tools and

accessories acquired for use with such equi pment and the vehicle on
whi ch such equi pment is nounted. A sanple of itens to be included
in this account are listed bel ow
1 Air conpressors, including driving unit and vehicle.
2 Back filling nmachines.
3 Bori ng machi nes.
4. Bul |l dozers.
5. Cranes and joi sts.
6. Diggers.
7 Engi nes.
8 Pile drivers.
9. Pipe cleaning nachines.
10. Pipe coating or wappi ng nmachi nes.
11. Tractors -- Crawl er type.
12. Trenchers.
13. O her power operated equi pnent.
Note:--It is intended that this account include only such |arge
units as are generally self-propelled or nounted on noveable
equi pnent .

Communi cat i on Equi prent

This account shall include the <cost installed of telephone,
tel egraph and wirel ess equi pnent for general use in connection with
utility operations. A sanple of itens to be included in this
account are listed bel ow

1. Antennae.

2. Boot hs.

3. Cables.

4. Distribution boards.

5. Extension cords.

6. (Gongs.

7. Handsets, manual and di al.

8. Insul ators.

9. Intercomunicating sets.

10. Loading coils.

11. Operators desks.

12. Poles and fixtures wused wholly for telephone and
tel egraph wires.

13. Radio transmtting and receiving sets.
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14. Renote control equi prment and |ines.

15. Sendi ng keys.

16. Storage batteries.

17. Sw tchboards.

18. Tel eautograph circuit connections.

19. Tel egraph receiving sets.

20. Tel ephone and tel egraph circuits.

21. Testing instrunents.

22. Towers.

23. Underground conduit used wholly for telephone or
tel egraph wires and cable wires.

M scel | aneous Equi pnent

This account shall include the cost of equipnent, apparatus, etc.,
used in utility operations, and which is not includible in any
ot her account. A sanple of itens to be included in this account

are |listed bel ow
Hospital and infirmary equi pnent.
Ki t chen equi pnent.
Recreati on equi prent.
Radi os.
Rest aurant equi pnent .
Soda fount ai ns.
Operator’s cottage furnishings.
El ectric signs advertising the corporate nane or synbol,
plant or facility nanme, or otherwise serving only the
general purpose of acquainting the public wth the
facilities and services of the utility.

9. Oher mscell aneous equi pnent.
Not e: -- M scel | aneous equipnent of the nature indicated above
wherever practicable shall be included in the wutility plant
accounts on a functional basis.

ONoTARWNE

O her Tangi bl e Pl ant
This account shall include the cost of tangible utility plant not
provi ded for el sewhere.
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| NCOVE ACCOUNTS
Uility Operating |Incone

Oper ating Revenues

Oper ati ng Expenses

Depreci ati on Expense

Anortization of Utility Plant Acquisition Adjustnent
Anortization Expense

407.1 Anortization of Limted Term Pl ant

407.2 Anortization of Property Losses

407.3 Anortization of Oher Uility Plant

407.4 Anortization of Regul atory Assets

407.5 Anortization of Regulatory Liabilities

Taxes Ot her Than I ncone

408.10 Utility Regul atory Assessnment Fees

408.11 Property Taxes

408.12 Payroll Taxes

408.13 O her Taxes and Licenses

I nconme From Uility Plant Leased to O hers

Gains (Losses) From Disposition of Utility Property

O her | ncone and Deducti ons

Revenues From Merchandi si ng, Jobbing and Contract Wrk

Costs and Expenses of Merchandi sing, Jobbing and Contract Wbrk
I nterest and Dividend I ncone

Al |l owance for Funds Used During Construction

Nonutility I ncone

M scel | aneous Nonutility Expenses

Taxes Applicable to O her Incone and Deductions

Taxes Ot her Than | ncone
408.20 Taxes O her Than Incone, Oher |Inconme and Deducti ons

| nt erest Expense

| nt erest Expense

427.1 Interest on Debt to Associ ated Conpanies
427.2 Interest on Short-Term Debt

427.3 Interest on Long-Term Debt

427.4 Interest on Custoner Deposits

427.5 Interest - O her

Anortization of Debt Discount and Expense
Anortization of Prem um on Debt

Capital Contributions
Proceeds from Capital Contri butions

Extraordi nary Itens
Extraordi nary | ncone
Ext raordi nary Deducti ons
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Operating | ncone

Oper ating Revenues
This is the revenue control account which totals the accounts
recorded in water revenue accounts 460 through 474.

Oper ati ng Expenses

This is the operating expense control account which totals the
anounts recorded in operating expense accounts 601 through 675 for
wat er syst ens.

Depr eci ati on Expenses

A This account shall be charged with depreciation credited to
account 108 - Accunul ated Depreciation of Water Plant. Depreciation
shall be accrued on a straight-line remaining life basis or
straight-line basis, as required by the Comm ssion. A single
conposite depreciation rate nmay be wused if approval from the
Conmi ssion i s obtained.

Not e: - - See Accounting Instruction 33, for nore detailed instructions
on depreciation accounting.

B. Depreciation for property not used in water operations is
charged to account 426 - M scellaneous Nonutility Expenses, and is
credited to account 122 - Accunul ated Depreciation and Anortization
of Nonutility Property.

Anortization of Utility Plant Acquisition Adjustnents

This account shall be debited or credited, as the case may be, only
upon the approval of the Comm ssion, for the purpose of providing
for the extinguishnment of the anmount in account 114 - Utility Plant
Acqui sition Adjustnents.

Anortization Expense
Thi s account shall be the control account for anortization accounts
totaling the amobunts in accounts 407.1 to 407.5.

407.1 Anortization of Limted Term Pl ant

This account shall include anortization charges applicable to
anmounts included in the utility plant accounts for limted term
franchi ses, licenses, patent rights, limted terminterests in |and,

and expenditures on |eased property where the service life of the
i nprovenents is termnable by action of the |lease. The charges to
this account shall be such as to distribute the book cost of each
i nvestnment evenly over the period of benefit to the utility (See
account 110.1 - Accunulated Anortization of Uility Plant in
Service).

407.2 Anortization of Property Losses

This account shall be charged with anpbunts credited to account 182,
Extraordi nary Property Losses, when the Comm ssion has authorized
the anobunt in the latter account to be anortized by charges to
oper ati ng expenses.
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407.3 Anortization of Oher Uility Plant

A.  When authorized by the Commi ssion, this account shall include
charges for anortization of intangible or other utility plant in
service which does not have a definite or termnable [ife and which
is not subject to depreciation expense.

B. This account shall be supported in such detail as to show the
anortization applicable to each investnent being anortized,
together with the book cost of the investnent and the period of the
anortization.

407.4 Anortization of Regulatory Assets

This account shall be debited, when appropriate, with the anounts
credited to Account 253.1 - Regulatory Liabilities, to record
regulatory liabilities inposed on the utility by the ratemnaking
actions of regulatory agencies. This account shall also be
debited, when appropriate, with the anobunts credited to Account
186.3 - Regulatory Assets, concurrent with the recovery of such
amounts in rates.

407.5 Anortization of Regulatory Liabilities

This account shall be credited, when appropriate, wth anounts
debited to Account 186.3 - Regulatory Assets, to establish
regul atory assets. This account shall also be credited, when

appropriate, with the anounts debited to Account 253.1 - Regul atory
Liabilities, concurrent with the return of such anpbunt to customers
t hrough rat es.

Taxes Ot her Than I ncone

A These accounts shall include the amount of ad val orem gross
revenue or gross receipts taxes, regulatory agency genera
assessnments for purposes of public wutility regulation, state
unenpl oynent insurance, franchise taxes, federal excise taxes,
social security taxes, and all other taxes assessed by federal
state, county, nunicipal, or other |ocal governnental authorities.

B. These accounts shall be charged in each accounting period with
the anobunts of taxes which are applicable thereto, with concurrent
credits to account 236 - Accrued Taxes, or account 162 -

Prepaynments, as appropriate. Wen it is not possible to determ ne
the exact ampunts of taxes, the anobunts shall be estimted and
adjustnments made in current accruals as the actual tax |levies
becone known.

C. The charges to these accounts shall be nmade or supported so as
to show t he amobunt of each tax and the basis upon which each charge
is made. In the case of a utility rendering nore than one utility

service, taxes of the kind includible in these accounts shall be
assigned directly to the utility departnment the operation of which
gave rise to the tax in so far as practicable. \Were the tax is
not attributable to a specific utility departnent, it shall be
distributed anong the utility departnments or nonutility operations
on an equitable basis after appropriate study to determ ne such
basi s.

Note A:--Special assessnents for street and simlar inprovenments
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shall be included in the appropriate utility plant or nonutility
property account.

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

Note C. --Gasoline and other sales taxes shall be charged as far as
practicable to the sanme account as the materials on which the tax
is |evied.

Note D:--Social security and other forms of payroll taxes shall be
distributed to utility departnments and to nonutility functions on a
basis related to payroll. Anounts applicable to construction shal
be charged to the appropriate plant account.

Note E:--Interest on tax refunds or deficiencies shall not be
included in these accounts but in account 419 - |Interest and
Di vidend Incone, or 427.5 - Interest - O her, as appropriate.

Note F:--Do not include in this account taxes collected pending
transmttal to the proper taxing authority, which are accounted for
i n account 241 — Tax Coll ections Payabl e.

408.10 Utility Regul atory Assessnent Fees
This account shall include general fees assessed by regulatory
agencies for the purpose of public utility regul ation.

408. 11 Property Taxes

This account shall include ad valorem taxes related to utility
property.

408. 12 Payroll Taxes

This account shall include all types of taxes related to payrol

and associated with utility operating income not properly accounted
for el sewhere.

408. 13 O her Taxes and Licenses
This account shall include all other taxes and |icenses relating to
utility operating inconme not properly accounted for el sewhere.

408. 20 Taxes O her Than Incone, Oher | ncone and Deducti ons

This account shall include those taxes recorded in account 408 -
Taxes Oher Than | ncone, t hat relate to Oher Incone and
Deducti ons.

I nconme fromUWility Plant Leased to Ot hers

A This account shall include revenues from utility property
constituting a distinct operating unit or system |eased by the
utility to others, and which property is properly includible in

account 102 - Uility Plant Leased to OQhers, and the expenses
attributable to such property. A series of subaccounts to show
revenues and expenses separately shall be maintained for each

operating unit or system/| eased.
B. The detail expenses shall be kept or supported so as to show
separately the foll ow ng

Qper ati on; Depreciation; and Anorti zation.
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C. The related taxes shall be recorded in the appropriate
subsidiary accounts and the control account 408 - Taxes O her than
| ncome. Records shall be maintai ned such that the taxes associ at ed
with |l eased plant are separately identifiable.

Gains (Losses) fromDi sposition of Utility Property

A This account shall include, when authorized by the Comm ssion,
gains and | osses fromthe sale, conveyance, exchange or transfer of
utility property to another.

B. This account shall be maintained so that the transactions and
details underlying each gain or loss will be readily identifiable.

O her I ncone and Deducti ons
Revenues from Merchandi si ng, Jobbing, and Contract Wrk

Costs and Expenses of Merchandi sing, Jobbing, and Contract Wrk

A These accounts shall include respectively, all revenues
derived fromthe sale of merchandi se and jobbing or contract work,
including any profit or conmmssion accruing to the utility on
j obbing work performed by it as agent under contracts whereby it
does jobbing work for another for a stipulated profit or
commi ssion, and all expenses incurred in such activities.

B. Records in support of these accounts shall be so kept as to
permt ready summarization of revenues, costs and expenses by such
maj or itens as are feasible.

Not e: - - Rel ated operating taxes shall be recorded in account 408. 20
- Taxes Ot her Than | ncome Taxes, O her Incone and Deducti ons.

I nterest and Dividend | ncone

This account shall include interest revenues on securities, |oans,
notes, advances, special deposits, tax refunds and all other
i nterest bearing assets and dividends on stocks of other conpanies,
whet her the securities are carried as investnents or included in
si nking or other special funds accounts.

Al |l owance for Funds Used During Construction

This account shall include concurrent credits for allowance for
funds used during construction based upon the net cost of funds
used for construction purposes and a reasonable rate upon other
funds when so used. Appropriate regulatory approval shall be
obtained for "a reasonable rate" (See Accounting Instruction 19).

Nonutility I ncone

In this account is entered all inconme not includible in operating
revenue accounts 460 through 474 or in account 419 - Interest and
Di vidend Incone. |Itens in this account shall include:

1. G oss incone fromnonutility operations; and
2. Net gain on sale of nonutility property.

M scel | aneous Nonutility Expenses
This account shall contain all expenses other than expenses of
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operations and interest expense. Itens which are included
account are:

Expenses disallowed in a proceeding before the

Conmi ssi on.

Anortization of an Acquisition Adjustnent not approved by

t he Conmi ssi on.

Depreci ation associated with plant not used and useful in

t he public service.

Depreciation of Nonutility Plant.

| nprudent expenses.

Donations for charitable, social or comunity welfare

pur poses.

Life insurance on officers and enpl oyees where utility is

beneficiary (net prem unms | ess increase in cash surrender

val ue of policies).

Penalties or fines for violations of statutes pertaining

to regul ation.

Expendi tures for the purpose of:

a. I nfluencing public opinion wth respect to the
el ection or appointnment of public officials, or the
adoption, repeal, revocation or nodification of
referenda, |egislation or ordinances.

b. I nfl uenci ng public opinion with respect to obtaining
approval, nodification or revocation of franchises.

C. I nfl uencing the decisions of public officials not
including such expenditures that are directly
related to appearances before regulatory or other
governmental bodies in connection with the utility’'s
exi sting or proposed operations.

Loss relating to investnents in securities witten-off or

written-down.

Loss on sale of investnents.

Loss on reacquisition, resale or retirenent of utility’s

debt securities.

Prelimnary survey and investigation expenses related to

abandoned projects, when  not witten-off to the

appropri ate operating expense account.

ol f club dues, social club dues and service club dues

(Kiwanis, Rotary, etc.), house charges, and itens of a

simlar nature whether such expenditures are nade

directly by the wutility or indirectly by paynent or
rei nbursenent to associ ated conpanies, officers, or other
enpl oyees, or by any other direct or indirect means.

| nt erest Expense
This account shall be the control account for recording interest
expense and shall total the sum of accounts 427.1 through 427.5.

427.1

I nterest on Debt to Associ ated Conpani es

This account shall record interest incurred with rel ated conpani es.
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427.2 Interest on Short-Ter m Debt
This account shall record interest expense associated with short-
termdebt (principal due in 1 year or |ess).

427.3 Interest on Long- Ter m Debt
This account shall record interest expense associated with |ong-
term debt (principal due in nore than one year).

427.4 |Interest on Custoner Deposits
This account shall record interest expense associated with customner
deposi ts.

427.5 Interest-Q her
This account shall include in each accounting period all interest
charges not provided for el sewhere.

Anortization of Debt D scount and Expense

A This account shall include in each accounting period the
portion of wunanortized debt discount and expense on outstanding
| ong-term debt which is applicable to such period. Anmounts charged
to this account shall be credited concurrently to account 181 -
Unanorti zed Debt Discount and Expense.

B. This account shall be so kept or supported as to show the debt
di scount and expense on each class and series of |ong-term debt.

Anortization of Prem um on Debt

A This account shall include in each accounting period the
portion of wunanortized net prem um on outstanding |ong-term debt
which is applicable to such period. Amounts credited to this
account shall be charged concurrently to account 251 - Unanortized
Prem um on Debt .

B. This account shall be so kept or supported as to show the
prem um on each class and series of |ong-term debt.

Capital Contributions

Proceeds from Capital Contri butions

A.  This account shall include:
1. Any anpunt or item of noney, services or property
received by a utility from any person or governnental agency,
which is provided at no cost to the utility, which represents
an addition or transfer to the capital of the wutility and
which is utilized to offset the acquisition, inprovenent or
construction costs of the utility's property, facilities, or
equi pnent used to provide utility services to the public.
2. Amounts transferred from account 252 - Advances for
construction, representing unrefunded balances of expired
contracts or discounts resulting fromterm nation of contracts
in accordance with the Comm ssion’s rules or regul ations.
3. Conmpensation received from governnental agencies and
others for relocation of water nmains or other plants.
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B. The balance in this account shall be transferred annually at
the close of the year to account 215.2 - Donated Capital

C. The records supporting the entries to this account shall be so
kept that the utility can furnish information as to the purpose of
each donation, the conditions, if any, upon which it was nmade, the
anount of donations from (a) states, (b) nunicipalities, (c)
custoners, and (d) others, and the anount applicable to each
utility departnent.

Not e: - There shall not be included in this account advances for
construction which are ultimtely to be repaid wholly or in part
(See account 252 — Advances for Construction).

Extraordinary Itens

Ext raordi nary | ncone
Upon approval of the regulatory authority this account shall be

credited with nontypical, noncustomary, infrequently recurring
gains, which would significantly distort the current year’s incone
conputed before extraordinary itens, if reported other than as

extraordinary itens.

Ext raordi nary Deducti ons

Upon approval of the Conm ssion this account shall be debited with
nontypi cal, noncustomary, infrequently recurring |osses, which
would distort the current year’s incone, if not reported
separately.
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435. Bal ance Transferred From | ncone

436. Appropriations of Retained Earnings
439. Adjustnents to Retained Earnings
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Bal ance Transferred from | ncone

Thi s account shall include the net credit or debit transferred from
income for the year. The balance in this account shall be
transferred annually at the close of the year to account 215.1 -
Ret ai ned Earni ngs from Il nconme Before Contributions.

Appropriations of Retained Earnings
Thi s account shall include appropriations of retained earnings.
ltens
1. Appropriations required under ternms of nortgages, court
orders, contracts or other agreenents.
2. Appropriations required by action of regul atory
aut horities.
3. O her appropriations made at option of utility for specific

pur poses.

Adj ustnments to Retained Earnings

A Thi s account shal | i ncl ude significant nonrecurring
transactions relating to prior periods. Al entries to this account
nmust receive prior Conmm ssion approval. These transactions are

generally limted to those adjustnents which correct an error in
the financial statenents of a prior period.

B. Changes in depreciation or anortization estimtes or methods
are considered changes in accounting estimtes rather than
accounting errors and therefore are not subject to prior period
adj ustnments. Any adjustnents nade to the accunul ated anorti zation
or depreciation balances of the utility due to a change in estimte
or nmethod shall be offset by a charge or credit to either: an
i ncone account; account 186.2 - O her Deferred Debits; or account
253 - O her Deferred Credits, as directed by the Conm ssion.
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Wat er Sal es

Unnet ered Wat er Revenue

Met ered Wat er Revenue

461.1 Metered Sales to Residential Custoners
461.2 Metered Sales to Commercial Custoners
461.3 Metered Sales to Industrial Custoners
461.4 Metered Sales to Public Authorities

461.5 Metered Sales to Multiple Fam |y Dwellings
461.6 Metered Sal es through Bul k Loadi ng Stations
Fire Protection Revenue

462.1 Public Fire Protection

462.2 Private Fire Protection

G her Sales to Public Authorities

Sales to Irrigation Custoners

Sal es for Resal e

| nt erdepart nental Sal es

O her Water Revenues

Guar ant eed Revenues

Forfeited Di scounts

M scel | aneous Servi ce Revenues
Rents From Water Property

| nt erdepartnmental Rents

O her Water Revenues
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Water Sal es
460. Unnetered Water Revenue
A This account shall include the net billing for water supplied
for residential, comercial and industrial (except irrigation)

461.

462.

464.

purposes where the charge is not dependant in any way on the
gquantity of water delivered but is based on dianeter of service
pi pe, room foot of frontage or other simlar unit.

B. Records shall be maintained so that the estinmated quantity of
wat er sold and the amount of revenue under each rate schedul e shal
be readily avail abl e.

Met ered Water Revenue
A This account shall include the net billing for measured water
supplied for residential, comer ci al or industrial (except
irrigation) purposes where the total charge is, or may be, in any
way dependent on the quantity of water delivered.
B. Records shall be nmintained so that the quantity of water sold
and the amount of revenue under each rate schedule shall be readily
avai |l abl e.
C. Thi s account shall be subdivided at | east as foll ows:

461.1 Metered Sales to Residential Custoners

461.2 Metered Sales to Commercial Custoners

461.3 Metered Sales to Industrial Custoners

461.4 Metered Sales to Public Authorities

461.5 Metered Sales to Multiple Fam |y Dwellings

461.6 Metered Sal es through Bul k Loading Stations
Not e: --Thi s account i ncl udes al | revenues under service
classifications which consist of a rate for a specified dianeter of
service pipe, or per meter, fixture, room foot of frontage, or
other simlar wunit, plus an additional charge or an adjustnent
dependent upon the quantity of water delivered.

Fire Protection Revenue
A I ncl ude herein all revenue from public agencies and others for
hydr ant char ges, private fire protection service, street
sprinkling, sewer flushing and simlar sources.
B. The foll owi ng subaccounts shall be used:

462.1 Public Fire Protection

462.2 Private Fire Protection

O her Sales to Public Authorities

A This account shall include the net billing for water supplied
to municipalities, or other nunicipal subdivisions or agencies of
state or federal governnents, billed under special contracts or
agreenents or service classifications applicable only to public
authorities.

B. Records shall be maintained so that the quantity (estimated if
not netered) of water sold and the anmount of revenue under each
contract, agreenent or rate schedule shall be readily avail able.
Not e: --Do not include herein revenues from water supplied for fire
protection or for resale, or from sales billed under general

91



465.

466.

467.

469.

470.

471.

WATER OPERATI NG REVENUE ACCOUNTS
service classifications (See accounts 460, 461, 462 and 466).

Sales to Irrigation Custoners
A This account shall include the net billing for water supplied
for commercial irrigation purposes, wunder distinct irrigation
rates, billed under either netered or flat rate tariff schedul es.
B. Records shall be mamintained so that the quantity (estimated if
not netered) of water sold and the anount of revenue under each
rate schedule shall be readily avail abl e.
C. Thi s account shall be subdivided as foll ows:

465.1 Metered Sales to Irrigation Custoners

465.2 Flat Rate Sales to Irrigation Custoners

Sal es for Resale

A This account shall include the net billing for water supplied
(i ncluding stand-by service) to other water utilities or to public
authorities for resal e purposes.

B. Records shall be nmmintained so that the quantity (estimated if
not netered) of water sold and the anount of revenue under each
rate schedule shall be readily avail abl e.

Not e: --\Where the contract is reciprocal, i.e., where either party
thereto may take water fromthe other, the total anount receivable
for water supplied to the other party shall be included herein and
the total anmount payable for water received from the other party
shal |l be charged to account 610 - Purchased Water

| nt erdepart nental Sal es

A This account shall include anobunts charged by the water
departnment at tariff or other specified rates for water supplied by
it to other utility departnents.

B. Records shall be maintained so that the quantity of water
supplied each other departnment and the charges therefor shall be
readi ly avail abl e.

O her Water Revenues

CGuar ant eed Revenues

This account shall be credited wth revenue received from
devel opers or other persons for a period of time prior to water
service being established. Normally, this type of revenue is

usually received to reserve or guarantee the availability of plant
capacity when needed.

Forfeited Di scounts

This account shall include the anobunt of discounts forfeited or
addi tional charges inposed because of failure of custoners to pay
their water bills on or before a specified date.

M scel | aneous Servi ce Revenues

This account shall include revenues for all mscellaneous water
related services and charges billed to custonmers that are not
specifically provided for in other accounts.
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ltens

1. Fees for changing, or reconnecting service.

2. Profit on maintenance of appliances, piping or other
installations on custoners’ preni ses.

3. Net credit or debit (cost |ess net salvage and |ess
paynent from custoners) on closing of work order for
plant installed for tenporary service of |ess than one
year (See account 185 - Tenporary Facilities).

4. Recovery of expenses in connection wth unauthorized
taking of water (billing for the water wused shall be
included in the appropriate water revenue account).

Rents from Water Property

A This account shall include rents received for the use by
others of land, buildings and other property devoted to water
operations by the utility.

B. When property owned by the utility is operated jointly wth
others under a definite arrangenment for apportioning the actual
expenses anong the parties to the arrangenent, any anmounts received
by the utility for interest or return or in reinbursenment of taxes
or depreciation on the property shall be credited to this account.
Note:--Do not include in this account rents from property
constituting an operating unit or system (See account 413 - |ncone
fromUWility Plant Leased to Ot hers).

| nt erdepartnmental Rents

This account shall include rents credited to the water departnment
on account of rental charges nade agai nst other departnents (gas,
electric, etc. of the utility). In the case of property operated

under a definite arrangenent to allocate the cost anong the
departnments wusing the property, any reinbursenent to the water
departnment for interest, fair return, depreciation or taxes shal
be credited to this account.

Not e: --Charges for water supplied other utility departnents shal
not be included in this account, but in account 467 -
| nt erdepart mental Sal es.

O her Water Revenues

This account shall include revenues derived from water operations
not includible in any of the foregoing accounts.
ltens

1. Conmi ssion on sales or distribution of water of others
when sold under rates filed by such ot hers.

2. Conmpensation for mnor incidental services provided for
ot hers such as customer billing, engineering, etc.

3. Profit or loss on sale of material and supplies not
ordinarily purchased for resale and not handl ed through
mer chandi si ng and j obbi ng accounts.

4. Sale of steam but not including sales nmade by a steam
heating departnment or transfers of steam under joint
facility operations.
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WATER OPERATI ON AND MAI NTENANCE EXPENSE ACCOUNTS

Sal ari es and Wages -
Enpl oyees
Sal ari es and Wages -
O ficers, Directors and
Conmmi ssi oners
Enpl oyee Pensi ons and
Benefits
Pur chased Wat er
Pur chased Power
Fuel for Power
Chem cal s
Mat erial s and Supplies

Pr oducti on

Contractual Services - Eng.
Contractual Services - Acct.
Contractual Services - Legal
Contractual Services -

Managenment Fees
Contractual Services -

Wat er Testing

Contractual Services - O her

Rental of Buil di ng/ Real
Property

Rental of Equi pnent

Transportation Expenses

| nsurance - Vehicle
| nsurance - Gener al
Liability

| nsurance — Wrkers
Conpensat i on

| nsurance - O her

Adverti si ng Expense

Regul at ory Conmi ssi on
Expenses - Anortization
of Rate Case Expense

Regul at ory Conmi ssi on
Expense - O her

Wat er Resource

Conservati on Expense
Bad Debt Expense
M scel | aneous Expenses

Sour ce of
Supply and
Punpi ng
Expenses -
Qper ati ons

1
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WATER OPERATI ON AND MAI NTENANCE EXPENSE ACCOUNTS

.4 .5 . 6 .7 . 8
Wt er Trans. & Trans. &
Tr eat ment Di st. Di st. Cust omrer Admn. &
Expenses - Expenses - Expenses - Account s Cener a
Mai nt . Oper at i ons Mai nt . Expenses Expenses
601. 4 601. 5 601. 6 601. 7 601. 8
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632. 4 632. 5 632. 6 632.7 632. 8
633. 4 633. 5 633. 6 633.7 633. 8
634. 4 634. 5 634. 6 634.7 634. 8
635. 4 635. 5 635. 6 635.7 635. 8
636. 4 636. 5 636. 6 636. 7 636. 8
641. 4 641. 5 641. 6 641.7 641. 8
642. 4 642. 5 642. 6 642.7 642. 8
650. 4 650. 5 650. 6 650. 7 650. 8
656. 4 656. 5 656. 6 656. 7 656. 8
657. 4 657. 5 657. 6 657.7 657. 8
658. 4 658. 5 658. 6 658. 7 658. 8
659. 4 659. 5 659. 6 659. 7 659. 8
XHXXKXXXXX XHXXKXXXXX XXXXXXXXX XXXXXXXXX 660. 8
XHXXXXXXXX XHXXXXXXXX XXXXXXXXX XXXXXXXXX 666. 8
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XHXXKXXXXX XHXXKXXXXX XXXXXXXXX 670.7 XXXXXXXXX
675. 4 675.5 675. 6 675.7 675.8



601.

603.

604.

610.

615.

616.

618.

WATER OPERATI ON AND MAI NTENANCE EXPENSE ACCOUNTS

Sal ari es and Wages - Enpl oyees

This account shall include the conpensation (salaries, bonuses and
ot her consideration for services) paid or accrued to enployees of
the utility conpany for work related to operation and mai ntenance
of that utility. This account shall not include the salaries and
wages of officers, directors or conmssioners of the wutility

conpany.

Sal aries and Wages - Oficers, Drectors and Comm ssi oners

This account shall include the conpensation (salaries, bonuses and
ot her consideration for services) paid or accrued to officers,
directors or conmmi ssioners.

Enpl oyee Pensi ons and Benefits

This account shall include all accruals under enployee pension
plans to which the utility has irrevocably conmtted such funds,
and paynents for enployee accident, sickness, hospital and death
benefits or insurance therefor. Include also expenses for mnedical,
educational or recreational activities of enployees.

Pur chased Vater

A This account shall include the cost at the point of delivery
of water purchased for resale.

B. The records supporting this account shall be so kept as to
show for each supplier from which water is purchased, point of
delivery, quantity purchased, basis of charges, and the cost of
wat er pur chased.

Pur chased Power
This account shall include the cost of all electric power expense
incurred by the utility.

Fuel For Power Production

A This account shall include the cost of fuel used in the
production of power to operate the punps. Records shall be
mai ntai ned to show the quantity and the cost of each type of fue

used.

B. The cost of fuel shall be charged initially to appropriate
fuel accounts under account 151 - Plant Materials and Supplies, and
cleared to this account on the basis of the fuel used.

Chem cal s

This account shall include the cost of all chemcals used in the
treatment of water. Include also the cost (except salaries and
wages includible in accounts 600 - 603) of any chenicals

manufactured by the utility and used to provide water services to
its custoners.
I tens
Activated carbon
Ammoni a
Causti c soda
Chl ori ne

PONE
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620.

631.

632.

633.

634.

635.

636.

WATER OPERATI ON AND MAI NTENANCE EXPENSE ACCOUNTS

5 Copper sul phate
6 Fl uori ne conpound
7 Hi gh test hypochlorite
8 | ron sul phate

9 Li me

10. Soda ash

11. Sodi um chl ori de
12 Sul phat e of al um na
13 Sul phuric acid

14 O her chem cal s

Mat eri al s and Supplies

This account shall include all materials and supplies used in
operation and nai ntenance of the water system other than nmaterials
and supplies charged to Contractual Services Accounts.

Contractual Services - Engi neering

This account shall include costs paid to outside engineers or
engineering firms to perform ongoing, recurring work for the
utility. Engi neering services for plant itenms are properly
includible in the appropriate plant account. Engineering services

for rate relief filings shall be included in account 666 -
Regul at ory Conmi ssion Expenses - Anortization of Rate Case Expense
and account 186.1 - Deferred Rate Case Expense, as appropriate.

Contractual Services - Accounting

This account shall include costs paid to outside accounting
conpanies to nmaintain or audit the books and records of the
utility. Accounting expenses for rate relief filings shall be
included in account 666 - Regulatory Conmm ssion Expenses -

Anortization of Rate Case Expense and account 186.1 - Deferred Rate
Case Expense, as appropriate.

Contractual Services - Legal

This account shall include costs paid to outside legal firns to
perform |l egal services for the utility. Legal services for rate
proceedi ngs before the Conm ssion shall be included in account 666
- Regulatory Conmi ssion Expenses - Anortization of Rate Case

Expense or account 186.1 - Deferred Rate Case Expense.

Contractual Services - Managenent Fees

This account shall include contractual costs (other than those
properly included in accounts 600 - 603 - Salaries and Wages) paid
for the performance of nmanagenent functions.

Contractual Services — Water Testing
This account shall include costs paid to outside |aboratories for
testing.

Contractual Services - Oher

This account shall include those operations’ costs contracted for
whi ch are not included in accounts 631, 632, 633, 634, or 635.
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642.

650.

656.

657.
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659.

660.

666.

667.

WATER OPERATI ON AND MAI NTENANCE EXPENSE ACCOUNTS

Rental of Buil ding/ Real Property

This account shall include costs associated with the rental of
bui | di ngs and/or real property that are properly treated as period
costs.

Rental of Equi pnent

This account shall include costs associated with the rental of
equi pnent, except vehicles, used in the operation of the utility.
Vehicle rentals and | eases are properly included in account 650 -
Transportati on Expenses.

Transportation Expenses

This account shall include all truck, autonobile, construction
equi pnent, and other vehicle expense chargeable to utility
operations, except depreciation and insurance.

| nsurance - Vehicle
This account shall include costs associated with insurance of
aut onobi |l e and trucks used for utility purposes.

| nsurance - General Liability
This account shall include insurance costs associated w th general
l[iability coverage of the utility conpany.

| nsurance — Workers’ Conpensation
Thi s account shall include insurance costs associated with workers’
conpensati on coverage for enployees of the utility conpany.

| nsurance - O her

Thi s account shall include insurance costs associated with coverage
for the utility conpany that are not included in account 656, 657,
or 658.

Advertising Expenses

Advertising costs not associated wth regulatory conm ssion
expenses shall be included in this account, if authorized by the
Conmi ssion. This account shall be maintained so that informational
and instructional advertising can be readily identified.

Regul at ory Conm ssi on Expenses - Anortization of Rate Case Expense
Thi s account shall include anortization of account 186.1 - Deferred
Rat e Case Expense. Costs associated with rate cases shall be first
charged to account 186.1 and then anortized as prescribed by the
Conmi ssion to this account.

Regul at ory Comm ssi on Expenses - O her

This account shall include all expenses (except sal aries of regular
utility enployees) incurred by the wutility in connection wth
formal cases before regulatory commi ssions, except for rate case
expenses which are accounted for as described above. This account
shall not include paynment of taxes which shall be reported in the
Taxes Ot her Than I ncome accounts.
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668.

670.

675.

WATER OPERATI ON AND MAI NTENANCE EXPENSE ACCOUNTS

Wat er Resource Conservati on Expense

A This account shall include costs incurred to pronpte
conservation efforts within a utility s service area. This account
shal | al so i nclude any anounts charged by governnental entities for
conservation purposes.

B. This account shall include anobunts required by a regulatory
authority to be paid to other utility systens, such as wastewater
systens to defray the costs of the wastewater utility in supplying
recl ai med water for reuse purposes.

Bad Debt Expense
This account shall be charged with amounts sufficient to provide
for losses fromuncollectible utility revenues.

M scel | aneous Expenses

This account shall include all expenses not includible in other

operati ng expense accounts.

ltens

| ndustry associ ation dues for utility menberships.

Contributions for conventions and neetings of the

i ndustry.

Communi cation service not chargeable to other accounts.

Comm ssi oner and Director neeting expenses.

Comm ssioner and Director fees and expenses.

Publ i shi ng and di stributing annual reports to

Conmi ssioners and Directors.

Public notices of financial, operating and other data

required by regulatory statutes, not including, however,

notices required in connection with security issues or
acqui sition of property.

8. Wite off of expenditures for prelimnary surveys, plans,
i nvesti gations, etc., included in account 183 -
Prelimnary Survey and |Investigation Charges, relative to
proj ects that have been abandoned.

N ouosw MR
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