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contract date and number, date of re-
cording of deed, and book and page 
number of record. 

(d) If at the time of acquisition of an 
interest in land such interest extends 
to buildings or other improvements 
which are then devoted to the service 
company’s operations, the land and im-
provements shall be separately ap-
praised and the cost allocated to land 
and buildings or improvements on the 
basis of the appraisals. If the improve-
ments are removed or wrecked without 
being used in operations, the cost of re-
moving or wrecking shall be charged 
and the salvage credited to the account 
in which the cost of the land is re-
corded. 

§ 256.305 Structures and improve-
ments. 

(a) This account shall include the 
cost of all buildings and facilities and 
fixtures permanently attached thereto 
which are owned by the service com-
pany. 

(b) The cost of foundations which are 
specially provided for machinery, appa-
ratus, or other equipment of the com-
pany shall be charged to the same ac-
count as the cost of such machinery, 
apparatus, or equipment. 

(c) Other fixtures temporarily at-
tached to buildings shall not be in-
cluded in the cost of the building but in 
the equipment account. 

§ 256.306 Leasehold improvements. 

This account shall include all costs 
incurred by the service company in im-
provements of, remodeling of, or in-
stallation of additional facilities in 
rented offices or buildings to suit ten-
ant’s needs. 

§ 256.307 Equipment. 

This account shall include the cost of 
equipment owned by the service com-
pany and used in rendering services 
such as micro-wave, communications 
and dispatching, automatic data proc-
essing, information storage and re-
trieval, research and laboratory test-
ing, construction, meter repairing, and 
printing and stationery. Subaccounts 
shall be maintained by classes of equip-
ment for each service rendered. 

§ 256.308 Office furniture and equip-
ment. 

This account shall include the cost of 
office furniture and equipment owned 
by the service company and used in 
rendering services, e.g., bookcases, 
shelves, desks, tables, chairs, desk 
equipment, safes, drafting-room equip-
ment, filing cabinets, storage and other 
cabinets, floor covering, library equip-
ment, accounting machines, electronic 
claculators, typewriters and other me-
chanical office equipment. 

§ 256.309 Automobiles, other vehicles, 
and related garage equipment. 

This account shall include the deliv-
ered cost of all service company owned 
automobiles, vans, trucks, and other 
vehicles used by the service company 
in its operations. The cost of all tools, 
implements, and other equipment used 
in the inspection, maintenance, repair 
and overhaul of vehicles shall also be 
included in this account. 

§ 256.310 Aircraft and airport equip-
ment. 

This account shall include the deliv-
ered cost of all service company owned 
aircraft and accessories thereto used 
by the service company in its oper-
ations. The cost of all tools, imple-
ments and other equipment used in the 
inspection, maintenance, repair and 
overhaul of aircraft shall also be in-
cluded in this account. 

§ 256.311 Other service company prop-
erty. 

(a) This account shall include the 
cost of service company property 
owned by the service company not pro-
vided for elsewhere. 

(b) This account shall be maintained 
in such a manner that the service com-
pany can furnish full information with 
respect to the amounts included here-
in. 

INCOME AND EXPENSE ACCOUNTS 

1. INCOME 

§ 256.403 Depreciation and amortiza-
tion expense. 

This account shall include the 
amount of depreciation and amortiza-
tion for all service plant, and leasehold 
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improvements, the cost of which is in-
cludable in accounts 305 through 311. 
Provide subaccounts by each class of 
service company property owned and 
leased. 

§ 256.408 Taxes other than income 
taxes. 

(a) This account shall include the 
amount of state unemployment insur-
ance, franchise taxes, federal excise 
taxes, social security taxes, and all 
other taxes assessed by Federal, State, 
County, Municipal, or other local gov-
ernmental authorities, except income 
taxes. 

(b) When it is not possible to deter-
mine the exact amount of taxes, the 
amount shall be estimated and adjust-
ments made in current accruals as the 
actual tax levies become known. 

(c) This account shall be kept in such 
manner as to show the amount of each 
class of taxes. 

NOTE A: Taxes applicable to property con-
struction or investments may be charged to 
the account in which the property construc-
tion or investment is included. Special as-
sessments for street and similar improve-
ments shall be included in the appropriate 
service company property account. Gasoline 
and other miscellaneous taxes shall be 
charged, where practicable, to the same ac-
count as the materials on which the tax is 
levied. 

NOTE B: Interest on tax refunds or defi-
ciencies shall not be included in this account 
but in account 421, Miscellaneous income or 
loss, or account 431, Other interest expense, 
as appropriate. 

§ 256.409 Income taxes. 
(a) This account shall include the 

amount of local, State and Federal 
taxes on income properly accruable 
during the period covered by the in-
come statement to meet the actual li-
ability for such taxes. As the exact 
amount of taxes become known, the 
current tax accruals shall be adjusted 
accordingly so that this account, as 
nearly as can be ascertained, shall in-
clude the actual taxes payable which 
are chargeable to service company op-
erations. 

(b) Interest on tax refunds or defi-
ciencies shall not be included in this 
account but in account 421, Miscella-
neous income or loss, or account 431, 
Other interest expense, as appropriate. 

§ 256.410 Provision for deferred in-
come taxes. 

This account shall be debited and Ac-
cumulated Deferred Income Taxes shall 
be credited with an amount equal to 
any deferral of taxes on income as pro-
vided by the text of account 282, Accu-
mulated deferred income taxes. No en-
tries required to be made to this ac-
count shall be netted against any cred-
it amounts appropriately includable in 
account 411, Provision for deferred in-
come taxes—credit. 

§ 256.411 Provision for deferred in-
come taxes—credit. 

This account shall be credited and 
Accumulated Deferred Income Taxes 
debited with an amount equal to the 
portion of taxes on income payable for 
the year which is attributable to a de-
ferral of taxes on income in a prior 
year, in accordance with the plan of de-
ferred tax accounting provided by the 
text of account 282, Accumulated de-
ferred income taxes. No entries re-
quired to be made to this account shall 
be netted against any debit amount ap-
propriately includable in account 410, 
Provision for deferred income taxes. 

§ 256.411.5 Investment tax credit. 

(a) This account shall be debited with 
the amounts of investment tax credits 
related to service company property 
that are credited to account 255, Accu-
mulated deferred investment tax cred-
its, by service companies which do not 
apply the entire amount of the benefits 
of the investment credit as a reduction 
of the overall income tax expense in 
the year in which such credit is real-
ized (see account 255). 

(b) This account shall be credited 
with the amounts debited to account 
255 for proportionate amounts of tax 
credit deferrals allocated over the av-
erage useful life of property to which 
the tax credits relate or such lesser pe-
riod of time as may be adopted by the 
service company. 

§ 256.421 Miscellaneous income or loss. 

This account shall include all income 
or loss items not provided for else-
where. 
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(Secs. 13, 15, 20, 49 Stat. 825, 828, 833; 15 U.S.C. 
79m, 79o, 79t) 
[45 FR 41135, June 18, 1980] 

§ 256.426.1 Donations. 
This account shall include all pay-

ments or donations for charitable, so-
cial or community welfare purposes. 

§ 256.426.5 Other deductions. 
(a) This account shall include other 

miscellaneous expenses which are non-
operating in nature but which are prop-
erly deductible before determining 
total income before interest charges. 

(b) Records shall be so maintained by 
subaccount to permit ready analysis 
showing the nature of the expenses and 
identity of the person furnishing the 
service. 

NOTE: Preliminary survey and investiga-
tion expenses related to abandoned projects, 
when not written-off to the appropriate oper-
ating expense account, shall be included in 
this account. 

§ 256.427 Interest on long-term debt. 
This account shall include the 

amount of interest accrued on out-
standing long-term debt owed by the 
service company to nonassociate per-
sons. 

§ 256.430 Interest on debt to associate 
companies. 

This account shall include interest 
accrued on amounts included in ac-
count 223, Advances from associate 
companies, and account 233, Notes pay-
able to associate companies. The 
records supporting the entries to this 
account shall be so kept as to show to 
whom the interest is to be paid, the pe-
riod covered by the accrual, the rate of 
interest and the principal amount of 
the advances or other obligations on 
which the interest is accrued. Separate 
subaccounts should be maintained for 
each related debt account. 

§ 256.431 Other interest expense. 
This account shall include all inter-

est charges not provided for elsewhere. 

§ 256.457 Services rendered to asso-
ciate companies. 

This control account shall include 
amounts billed to associate companies 
for services rendered at cost. See ac-

counts 457–1 through 457–3. Overbillings 
or underbillings arising from adjust-
ments of estimated costs to actual 
costs shall be cleared through this ac-
count and concurrent adjustments 
made to other accounts involved. 

§ 256.457–1 Direct costs charged to as-
sociate companies. 

This account shall include those di-
rect costs which can be identified 
through a work order system as being 
applicable to services performed for as-
sociate companies. This account shall 
not include any compensation for use 
of equity capital or intercompany in-
terest on indebtedness. 

§ 256.457–2 Indirect costs charged to 
associate companies. 

This account shall include recovery 
of those indirect costs which cannot be 
separately identified to a single or 
group of associate companies and 
therefore must be allocated. Journal or 
memorandum entries should be pre-
pared monthly, by departments, for all 
such cost accumulated and billed to 
customers. This account shall not in-
clude any compensation for use of eq-
uity capital or intercompany interest 
on indebtedness. 

§ 256.457–3 Compensation for use of 
capital-associate companies. 

This account shall include only the 
portion of compensation for use of eq-
uity capital and intercompany interest 
on indebtedness before income taxes 
which is properly allocable to services 
rendered to each associate company. 

§ 256.458 Services rendered to non-
associate companies. 

This account shall include amounts 
billed for services rendered to nonasso-
ciate persons. See accounts 458–1 
through 458–4. 

§ 256.458–1 Direct costs charged to 
nonassociate companies. 

This account shall include those di-
rect costs which can be identified 
through a work order system as being 
applicable to services performed for 
nonassociate persons. This account 
shall not include any compensation for 
use of equity capital or interest on in-
debtedness. 

VerDate Mar 15 2010 23:40 Jul 13, 2011 Jkt 179057 PO 00000 Frm 00528 Fmt 8010 Sfmt 8010 E:\EUNICE\CFR\179057.XXX 179057eb
en

th
al

l o
n 

D
S

K
5M

V
X

V
N

1P
R

O
D

 w
ith

 C
F

R



519 

Securities and Exchange Commission § 256.922 

§ 256.458–2 Indirect costs charged to 
nonassociate companies. 

This account shall include recovery 
of those indirect costs of services per-
formed for nonassociate persons which 
cannot be separately identified to non-
associate persons and therefore must 
be allocated. The amounts would be as 
set forth in the same monthly depart-
mental journal or memorandum entries 
referred to for these costs in account 
457–2, Indirect costs charged to associ-
ated companies. This account shall not 
include any compensation for use of eq-
uity capital or intercompany interest 
on indebtedness. 

§ 256.458–3 Compensation for use of 
capital—nonassociate companies. 

This account shall include only the 
portion of compensation for use of eq-
uity capital and intercompany interest 
on indebtedness before income taxes 
which is properly allocable to services 
rendered to nonassociate persons. A 
statement to support the basis for the 
compensation and how it was cal-
culated should be attached to a sepa-
rate journal entry, ledger system, or 
memorandum file. 

§ 256.458–4 Excess or deficiency on 
servicing nonassociate companies. 

This account shall include the 
amount by which the aggregate price 
received for services rendered to non-
associate persons differs from the sum 
of the total direct and indirect costs 
and compensation for use of capital 
which are properly allocable to such 
services. (Accounts 458–1 through 458– 
3). 

2. EXPENSE 

§ 256.920 Salaries and wages. 

(a) This account shall include sala-
ries, wages, bonuses and other consid-
eration for services, with the exception 
of director’s fees paid directly to offi-
cers and employees of the service com-
pany. 

(b) This account shall be supported 
by time records and appropriately ref-
erenced to detailed records subdividing 
salaries and wages by departments or 
other functional organization units. 
See General Instructions. 

§ 256.921 Office supplies and expenses. 

(a) This account shall include office 
supplies and expenses incurred in con-
nection with the general administra-
tion of service company operations as-
signable to specific administrative or 
general departments and not specifi-
cally provided for in other accounts. 
This includes the expenses of the var-
ious administrative and general depart-
ments, the salaries and wages of which 
are includable in account 920. 

(b) This account may be subdivided 
in accordance with a classification ap-
propriate to the departmental or other 
functional organization of the service 
company. 

ITEMS 

1. Automobile service, including charges 
through clearing account. 

2. Bank messenger and service charges. 
3. Books, periodicals, bulletins and sub-

scriptions to newspapers, newsletters, tax 
service, etc. 

4. Building service expenses for customer 
accounts, sales, and administrative and gen-
eral purposes. 

5. Communication service expenses to in-
clude telephone, telegraph, wire transfer, 
micro-wave, etc. 

6. Cost of individual items of office equip-
ment used by general departments which are 
of small value or short life. 

7. Membership fees and dues in trade, tech-
nical, and professional associations paid by a 
utility for employees. (Company member-
ships are includable in account 930.2, Mis-
cellaneous general expenses.) 

8. Office supplies and expenses. 
9. Payment of court costs, witness fees, and 

other expenses of legal department. 
10. Postage, printing and stationery. 
11. Meals, traveling, entertainment and in-

cidental expenses. 

(c) Records shall be so maintained to 
permit ready analysis by item showing 
the nature of the expense and identity 
of the person furnishing the service. 

§ 256.922 Administrative expenses 
transferred—credit. 

This account shall be credited with 
administrative expenses recorded in ac-
counts 920 and 921 which are trans-
ferred to construction costs of the 
asset and other debit accounts. 
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