AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§256.01-5

for each associate company and the
amount of service costs allocated
thereto. These records should be main-
tained to meet the Federal Energy
Regulatory Commission’s accounting
requirements for electric and gas com-
panies.

§256.01-5 Determination of service
cost accounting.

Service at cost and fair allocation of
costs require, first of all, an accurate
accounting for the elements which
make up the aggregate expense of con-
ducting the business of the service
company. In the accounts herein pre-
scribed, the total amounts included in
the expense accounts during any period
plus such amount as appropriately may
be added as compensation for the use of
capital, if paid, constitute cost during
such period.

§256.01-6 Departmental classification
required.

The importance of ‘‘salaries and
wages’’ as an element of cost requires
analysis of this item of expense by de-
partmental or other functional cat-
egory in accordance with the depart-
mental organization of the service
company. To the extent practicable,
such departmental organization should
be established along lines which will
provide a readily available basis for
analysis.

§256.01-7 Records.

(a) The books of account and other
records of the service company shall be
so kept as to show fully the facts per-
taining to all entries in these accounts.
All such entries shall be supported by
detailed information sufficient to per-
mit ready identification and audit.

(b) The books and records referred to
herein shall include not only account-
ing records in a limited technical sense
but all other records such as minute
books, stock books, reports, working
papers, memoranda, etc., which may be
useful in developing the history of or
facts regarding any transactions of the
service company.

(c) No company shall destroy any
records except as authorized by the
provisions of part 257 of this chapter.

(d) The accounts may be further sub-
divided: Provided, Such subdivisions do
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not impair the integrity of the pre-
scribed accounts. The titles of all sub-
divisions or subaccounts shall refer by
number to the accounts of which they
are subdivisions.

(e) Clearing-accounts shall be Kkept
when necessary or useful in making the
proper distribution of items to the ap-
propriate accounts prescribed herein or
in accumulating general overhead cost
such as rent, utility, employee bene-
fits, and other general and support
services that are to be allocated to
work orders.

(f) On or before the effective date of
this Uniform System of Accounts, the
several accounts prescribed herein
shall be opened by transferring thereto
the balances carried in the accounts
previously maintained by the service
company. The service company is au-
thorized to make such subdivisions, re-
classification, or consolidations of such
balances as are necessary to meet the
requirements of this Uniform System
of Accounts.

(g) Except where this Uniform Sys-
tem of Accounts accords specific treat-
ment for specified accounts, all ac-
counts and financial statements shall
be maintained in accordance with Reg-
ulation S-X and Accounting Series Re-
leases of this Commission. The Uni-
form System of Accounts promulgated
by the Federal Energy Regulatory
Commission, as amended from time to
time, and the interpretations thereof
adopted from time to time by the Fed-
eral Energy Regulatory Commission,
and accounting regulations and orders
of any other Federal or State Commis-
sion having jurisdiction over associate
companies shall be complied with un-
less expressly inconsistent with the re-
quirements of this system.

[44 FR 8250, Feb. 9, 1979, as amended at 49 FR
27310, July 3, 1984]

§256.01-8 Definitions.

Definitions contained in the Public
Utility Holding Company Act of 1935
shall be applicable to terms not specifi-
cally defined herein.

(a) Accounts means the accounts pre-
scribed by this Uniform System of Ac-
counts.

(b) Associate company means any com-
pany in the same holding company sys-
tem.

750



Securities and Exchange Commission

(c) Company or the company, when not
otherwise indicated in the context,
means the service company.

(d) Commission means the Securities
and Exchange Commission.

(e) Direct cost shall include labor cost
and expenses which can be identified
through a work order system as being
applicable to services performed for a
single or group of associate and non-
associate companies. Cost incidental to
or related to a directly charged item
shall be classified as direct costs.

(f) Federal commission means any Fed-
eral agency, including the Securities
and Exchange Commission, which has
jurisdiction to regulate public utility
companies in some relevant respect.

(g) Federal Energy Regulatory Commis-
sion means the Federal Energy Regu-
latory Commission or any successor
thereto.

(h) Holding company system means any
holding company, together with all of
its subsidiary companies and all mu-
tual service companies of which such
holding company or any subsidiary
company thereof is a member com-
pany.

(1) Indirect cost shall include those
costs of a general overhead nature such
as general services, housekeeping
costs, and other support cost which
cannot be separately identified to a
single or group of associate and non-
associate companies and therefore
must be allocated. Indirect costs shall
be accumulated on a departmental
basis.

(j) Mutual service company, service
company or subsidiary service company
means a company approved by the
Commission as a mutual service com-
pany or a subsidiary company of a reg-
istered holding company found by the
Commission to be organized and con-
ducted as to meet the requirements of
section 13(b) of the Act and the provi-
sions of Rule 88 promulgated there-
under.

(k) Nonassociate companies means a
person, partnership, organization, gov-
ernment body or company which is not
a member of the holding company sys-
tem.

(1) Operating company means an elec-
tric utility company or gas utility
company as defined in the Public Util-
ity Holding Company Act of 1935.

§256.01-10

(m) Person means an individual or
company.

(n) State commission means any com-
mission, board, agency, or officer, by
whatever name designated, or a State,
municipality, or other political sub-
division of a State which under the
laws of such State has jurisdiction to
regulate public-utility companies.

(o) Uniform system of accounts means
the Uniform System of Accounts for
Mutual Service Companies and Sub-
sidiary Service Companies prescribed
herein, as amended from time to time.

(p) Work order system means a system
for the accumulation of service com-
pany cost on a job, project, or func-
tional basis. It includes schedules and
worksheets used to account for charges
billed to single and groups of associate
and nonassociate companies.

§256.01-9 Unbilled items.

When the amount of any known item
affecting these accounts cannot be ac-
curately determined in time for inclu-
sion in the accounts of the fiscal year
in which the transaction occurs, the
amount of the item shall be estimated
and included in the proper accounts.
When the amount is ascertained, the
necessary adjustments shall be made
through the accounts in which the esti-
mate was recorded. If it is determined
during the interval that a material ad-
justment will be required, the estimate
shall be adjusted through the current
accounts. The service company is not
required to anticipate minor items
which would not appreciably affect
these accounts.

§256.01-10 Billing procedures.

All invoices for services rendered to
associate companies shall be submitted
monthly with sufficient information
and in sufficient detail to permit the
associate company to identify and clas-
sify the charge in terms of the system
of accounts prescribed by the regu-
latory authorities to which it is sub-
ject. Each month a statement shall be
rendered to the associate company con-
taining a summary of the accounts by
work order by which the charges, clas-
sified as direct cost, indirect cost, and
compensation for use of capital, can be
entered in the accounts of the asso-
ciate company.
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