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PART 201··UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR NATURAL GAS COMPANIES 
SUBJECT TO THE PROVISIONS OF THE NATURAL GAS ACT 

AUTHORITY: 15 U.S.C. 717·717w, 3301·3432; 42 U.S.C. 7101·7352, 7651· 76510. 

SOURCE: Order 219,25 FR 5616, June 21, 1960. 

EDITORIAL NOTE: For Federal Register citations affecting part 201, see the List of CFR Sections Affected 
in the Finding Aids section of this volume. 

EFFECTIVE DATE NOTE: At 58 FR 18006, April 7, 1993, part 201 was amended by redesignating definitions 
31 through 39 as 32 through 40 and adding new definition 31; Accounts 182.3 and 254 were added under 
Balance Sheet Accounts; and Accounts 407.3 and 407.4 were added under Income Accounts. The information 
collection provisions, will not become effective until approved by the Office of Management and Budget. A 
notice will be published in the Federal Register once approval has been obtained. 
NOTE: Order 141,12 FR 8504, Dec. 19, 1947, provides in part as follows: 

Prescribing a system of accounts for natural gas companies under the Natural Gas Act. The Federal Power 
Commission acting pursuant to authority granted by the Natural Gas Act (58) Stat. 821, as amended; 15 
U.S.C. and Sup. 717 et seq.), particularly sections 8(a), 10(a) and 16 thereof, and finding such action 
necessary and appropriate for carrying out the provisions of said Act, ordered that: 

(a) The accompanying system of accounts, entitled "Uniform System of Accounts Prescribed for 
Natural Gas Companies Subject to the Provisions of the Natural Gas Act," and the rules and regulations 
contained therein, be adopted; 

(b) Said system of accounts and said rules and regulations contained therein be and the same are 
hereby prescribed and promulgated as the system of accounts and rules and regulations of the Commission 
to be kept and observed by natural gas companies subject to the jurisdiction of the Commission, to the extent 
and in the manner set forth therein; 

(c) Said system of accounts and rules and regulations therein contained as to all natural gas 
companies now subject to the jurisdiction of the Commission, became effective on January 1, 1940, and as 
to any natural gas company which may hereafter become subject to the jurisdiction of the Commission, they 
shall become effective as of the date when such natural gas company becomes subject to the jurisdiction of 
the Commission. 

Uniform System of Accounts Prescribed for Natural Gas Companies Subject to the Provisions of 
the Natural Gas Act 

Definitions 
When used in this system of accounts: 
1. Accounts means the accounts prescribed in this system of accounts. 
2. Actually issued, as applied to securities issued or assumed by the utility, means 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 with contractual requirements direct to trustees of sinking funds. 

3. Actually outstanding, as applied to securities issued or assumed by the utility, means 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 outstanding. 

4. Amortization means the gradual extinguishment of an amount in an account by distributing such 
amount 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. 

5. A. Associated (affiliated) companies means companies or persons that directly or indirectly, 
through one or more intermediaries, control, or are controlled by, or are under common control with the 
accounting company. 

B. Control (including the terms "controlling," "controlled by," and "under common control with") 
means the possession, directly or indirectly, of the power to direct or cause the direction of the management 
and policies of a company, whether such power is exercised through one or more intermediary companies, 
or alone, or in conjunction with, or pursuant to an agreement, and whether s~lCrAtd Frt'E 
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the revised agreement shall be considered as a new agreement over its term, and the criteria in paragraph 
A shall be applied for purposes of classifying the lease. Likewise, any action that extends the lease beyond 
the expiration of the existing lease term, such as the exercise of a lease renewal option other than those 
already included in the lease term, shall be considered as a new agreement, and shall be classified according 
to the above provisions, Changes in estimates (for example, changes in estimates of the economic life or of 
the residual value of the leased property) or changes in circumstances (for example, default by the lessee), 
shall not give rise to a new classification of a lease for accounting purposes. 

20. Accounting for leases. A. All leases shall be classified as either capital or operating leases. The 
accounting for capitalized leases is effective January 1, 1984, except for the retroactive classification of certain 
leases which, in accordance with FASB No. 71, will not be required to be capitalized until after a three year 
transition period. For the purpose of reporting to the FERC, the transition period shall be deemed to end 
December 31,1986. 

B. The utility shall record a capital lease as an asset in account 101.1, Property under Capital Leases 
(or account 121, Non-utility Property, if appropriate), and an obligation in account 227, Obligations under 
Capital Leases-Noncurrent, or account 243, Obligations under Capital Leases--Current, at an amount equal 
to the present value at the beginning of the lease term of minimum lease payments during the lease term, 
excluding that portion of the payments representing executory costs such as insurance, maintenance, and 
taxes to be paid by the lessor, together with any profit thereon. However, if the amount so determined exceeds 
the fair value of the leased property at the inception of the lease, the amount recorded as the asset and 
obligation shall be the fair value. 

C. Rental payments on all leases shall be charged to rent expense, fuel expense, construction work 
in progress, or other appropriate accounts as they become payable. 

D. For a capital lease, for each period during the lease term, the amounts recorded for the asset and 
obligation shall be reduced by an amount equal to the portion of each lease payment which would have been 
allocated to the reduction of the obligation, if the payment had been treated as a payment on an installment 
obligation (liability) and allocated between interest expense and a reduction of the obligation so as to produce 
a constant periodiC rate of interest on the remaining balance. 

21. Gas well records. Each utility with natural gas operations shall maintain operating or accounting 
records for each well showing: (a) Acreage on which drilled, (b) dates of drilling period, (c) cost of drilling, (d) 
depth of well, (e) particulars and depth of each stratum drilled through, (I) geological formation from which gas 
is obtained, (g) initial rock pressure and open flow capacity, (h) sizes of casing used and lengths of each size, 
(i) total cost of well as recorded in gas plant accounts, (j) date well abandoned, for wells once productive, (k) 
date transferred to underground storage plant, for wells converted to storage use, and (I) date drilling 
discontinued, for wells determined to be nonproductive. The foregoing data, as appropriate, shall also be 
maintained for each subsequent change in the depth of each well. 

Gas Plant Instructions 
1. Classification of gas plant at the effective date of the system of accounts. 
A. The gas plant accounts provided herein are generally the same as those contained in the prior 

system of accounts except for some changes in classification in the general equipment accounts. Except for 
these changes, the balances in the various plant accounts, as determined under the prior system of accounts, 
should be carried forward. Any remaining balance of plant which has not yet been classified pursuant to the 
requirements of the prior system, shall be classified in accordance with the following instructions. 

B. The cost to the utility of its unclassified plant shall be ascertained by analysis of the utility's records. 
Adjustments shall not be made to record in utility plant accounts amounts 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 with the discretion of management as exercised under a uniform system of accounts, or under 
accounting practices previously followed. 

C. The detailed gas plant accounts (301 to 399, 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 between the original cost as above, and the cost to the utility of gas plant after 
giving effect to any accumulated provision for depreCiation, depletion, or amortization shall be recorded in 
account 114, Gas Plant Acquisition Adjustments. The original cost of gas plant shall be determined by analysis 
of the utility's records or those of the predecessor or vendor companies with respect to gas plant previously 
acquired as operating units or systems and the differences between the original cost so determined, less 
accumulated provisions for depreciation, depletion and amortization, and the cost to the utility, with necessary 
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adjustments for retirements from the date of acquisition, shall be entered in account 114, Gas Plant 
Acquisition Adjustments. Any difference between the cost of gas plant and its book cost, when not properly 
includable in other accounts, shall be recorded in account 116, Other Gas Plant Adjustments. 

D. Plant acquired by lease which qualifies as capital lease property under General Instruction 19. 
Criteria for Classifying Leases, shall be recorded in Account 101.1, Property under Capital Leases. 

2. Gas plant to be recorded at cost. A. All amounts included in the accounts for gas plant acquired 
as an operating unit or system, except as otherwise provided in the texts of the intangible plant accounts, shall 
be stated at the cost incurred by the person who first devoted the property to utility service. All other gas plant 
shall be included in the accounts at the cost incurred by the utility, except for property acquired by lease which 
qualifies as capital lease property under General Instruction 19. Criteria for Classifying Leases, and is 
recorded in Account 101.1, Property under Capital Leases. Where the term "cost" is used in the detailed plant 
accounts, it shall have the meaning stated in this paragraph. 

B. When the consideration given for property is other than cash, the value of such consideration shall 
be determined on a cash basis. (See, however, definition 8.) In the entry recording such transaction, the actual 
consideration shall be described with sufficient particularity to identify it. The utility shall be prepared to fum ish 
the Commission the particulars of its determination of the cash value of the consideration if other than cash. 

C. When property is purchased under a plan involving deferred payments, no charge shall be made 
to the gas plant accounts for interest, insurance, or other expenditures occasioned solely by such form of 
payment. 

D. The gas plant accounts shall not include the cost or other value of gas plant contributed to the 
company. Contributions in the form of money or its equivalent toward the construction of gas plant shall be 
credited to the accounts charged with the cost of such construction. Plant constructed from contributions of 
cash or its equivalent shall be shown as a reduction to gross plant constructed when assembling cost data 
in work orders for posting to plant ledger of accounts. The accumulated gross costs of plant accumulated in 
the work order shall be recorded as a debit in the plant ledger of accounts along with the related amount of 
contributions concurrently being recorded as a credit. 

3. Components of construction cost. A. The cost of construction properly includable in the gas plant 
accounts shall include, where applicable, the direct and overhead costs as listed and defined hereunder: 

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

(2) "Labor" includes the pay and expenses of employees of the utility engaged on construction work, 
and related workmen's compensation insurance, payroll taxes and similar items of expense. It does not 
include the pay and expenses of employees which are distributed to construction through clearing accounts 
nor the pay and expenses included in other items hereunder. 

(3) "Materials and supplies" includes the purchase price at the point of free delivery plus customs 
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 determining the cost of materials and supplies used for 
construction, proper allowance shall be made for unused materials and supplies, for materials recovered from 
temporary structures used in performing the work involved, and for discounts allowed and realized in the 
purchase of materials and supplies. 

Note: The cost of individual items of equipment of small value (for example, $500 or less) or of short 
life, including small portable tools and implements, shall not be charged to utility plant accounts unless the 
correctness of the accounting therefor is verified by current inventories. The cost shall be charged to the 
appropriate operating expense or clearing accounts, according to the use of such items, or, if such items are 
consumed directly in construction work, the cost shall be included as part of the cost of the construction. 

(4) "Transportation" includes the cost of transporting employees, materials and supplies, tools, 
purchased equipment, and other work equipment (when not under own power) to and from pOints of 
construction. It includes amounts paid to others as well as the cost of operating the utility's own transportation 
equipment. (See item 5 following.) 

(5) "Special machine service" includes the cost of labor (optional), materials and supplies, 
depreciation, and other expenses incurred in the maintenance, operation and use of special machines, such 
as steam shovels, pile drivers, derricks, ditchers, scrapers, material unloaders, and other labor saving 
machines; also expenditures for rental maintenance and operation of machines of others. It does not include 
the cost of small tools and other individual items of small value or short life which are included in the cost of 
materials and supplies. (See item 3, above.) When a particular construction job requires the use for an 
extended period of time of special machines, transportation or other equipment, the net book cost thereof, 
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less the appraised or salvage value at time 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 department assignable 
to construction work except that the cost of fabricated materials from the utility's shop shall be included in 
"matenals 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 payments for discovery or 
extinguishment of fires, cost of apprehending and prosecuting incendiaries, witness fees in relation thereto, 
amounts paid to municipalities and others for fire protection, and other analogous items of expenditures in 
connection with construction work. 

(8) "Injunes and damages" includes expenditures or losses in connection with the construction work 
on account of injunes to persons and damages to the property of others; also the cost of investigation of and 
defense against actions for such injuries and damages. Insurance recovered or recoverable on account of 
compensation paid for injuries to persons incident to construction shall be credited to the account or accounts 
to which such compensation is charged. Insurance recovered or recoverable on account of property damages 
incident to construction shall be credited to the account or accounts charged with the cost of the damages. 

(9) "Privileges and permits" includes payments for and expenses incurred in securing temporary 
privileges, permits 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 amounts chargeable as franchises and 
consents for which see account 302, Franchises and Consents. 

(10) "Rents" includes amounts paid for the use of construction quarters and office space occupied 
by construction forces and amounts 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 work. 

(12) "General administration capitalized" includes the portion of the pay and expenses of the general 
officers and administrative and general expenses applicable to construction work. 

(13) "Engineenng services" includes amounts paid to other companies, firms, or individuals engaged 
by the utility to plan, design, prepare estimates, supervise, inspect, or give general advice and assistance in 
connection with construction work. 

(14) "Insurance" includes premiums paid or amounts provided or reserved as self-insurance for the 
protection against loss and damages in connection with construction, by fire or other casualty, injury to or 
death of persons other than employees, damages to property of others, defalcation of employees and agents, 
and the nonperformance of contractual obligations of others. It does not include workmen's compensation or 
similar insurance on employees included as "labor" in item 2, above. 

(15) "Law expenditures" includes the general law expenditures incurred in connection with 
construction and the court and legal costs directly related thereto, other than law expenses included in 
protection, item 7, and in injuries and damages, item 8. 

(16) "Taxes" includes taxes on physical property (including land) during the penod of construction and 
other taxes properly includible in construction costs before the facilities become available for service. 

(17) "Allowance for funds used dunng 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, not 
to exceed without prior approval of the Commission allowances computed in accordance with the formula 
prescribed in paragraph (a) below, except when such other funds are used for exploration and development 
or leases acquired after October 7, 1969, no allowance on such other funds shall be included in these 
accounts. No allowance for funds used during construction charges shall be included in these accounts upon 
expenditures for construction projects which have been abandoned. 

(a) The formula and elements for the computation of the allowance for funds used during construction 
shall be: 

A; = s(SIW)+d(D/(D+P+C))(1 - SIW) 
A, = [1-(SIW)][p(P/(D+P+C))+c(C/(D+P+C))] 

A; = Gross allowance for borrowed funds used during construction rate. 
A. =Allowance for other funds used during construction rate. 
S=Average short-term deb!. 
s=Short-term debt interest rate. 
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D=Long-term debt. 
d=Long-term debt interest rate. 
P=Preferred stock. 
p=Preferred stock cost rate. 
C=Common equity. 
c=Common equity cost rate. 
W=Average balance in construction work in progress. 

(b) The rates shall be determined annually. The balances for long- term debt, preferred stock and 
common equity shall be the actual book balances as of the end of the prior year. The cost rates for long-term 
debt and preferred stock shall be the weighted average cost determined in the manner indicated in subpart 
D of part 154 of the Commission's Regulations Under the Natural Gas Act. The cost rate for common equity 
shall be the rate granted common equity in the last rate proceeding before the ratemaking body having 
primary rate jurisdiction. If such cost rate is not available, the average rate actually earned during the 
preceding three years shall be used. The short-term debt balances and related cost and the average balance 
for construction work in progress shall be estimated for the current year with appropriate adjustments as 
actual data becomes available. 

Note: When a part only of a plant or project is placed in operation or is completed and ready for 
service but the construction work as a whole is incomplete, that part of the cost of the property placed in 
operation, or ready for service, shall be treated as "Gas Utility Plant" and allowance for funds used during 
construction thereon as a charge to construction shall cease. Allowance for funds used during construction 
on that part of the cost of the plant which is incomplete may be continued as a charge to construction until 
such time as it is placed in operation or is ready for service, except as limited in item 17, above. 

(18) "Earnings and expenses during construction" includes (a) all revenues derived during the 
construction period from property which is included in the cost of a project under construction and (b) all 
expenses which are attributable to the revenues received. 

(19) "Training costs". When it is necessary that employees be trained to operate or maintain plant 
facilities that are being constructed and such facilities are not conventional in nature or are new to the 
company's operations, these costs may be capitalized as a component of construction cost. Once plant is 
placed in service, the capitalization of training costs shall cease, and subsequent training costs shall be 
expensed. (See Operating Expense Instruction 4.) 

(20) "Line pack gas." Line pack includes the first cost of that quantity of gas introduced into the utility's 
system necessary to bring the system up to its designed operating capacity or increases therein and which 
must be maintained in the system in order to sustain such design operating capacity. 

(21) LNG "heel" is the first cost of that minimum quantity of liquefied natural gas necessary to be 
retained in holding tanks and other facilities for purposes of temperature andlor pressure maintenance. 

(22) "Studies" includes the costs of studies such as operational, safety or environmental studies 
relative to plant under construction. Studies mandated by regulatory bodies relative to facilities in service, shall 
be charged to Account 183.2, Other Preliminary Survey and Investigation Charges. 

4. Overhead construction costs. A. All ovemead construction costs, such as engineering, supervision, 
general office salaries and expenses, construction engineering and supervision by others than the accounting 
utility, law expenses, insurance, injuries and damages, relief and pensions, taxes and interest, shall be 
charged to particular jobs or units on the basis of the amounts of such overheads reasonably applicable 
thereto, to the end that each job or unit shall bear its equitable proportion of such costs and that the entire cost 
of the unit, both direct and overhead, shall be deducted from the plant accounts at the time the property is 
retired. 

B. As far as practicable, the determination of pay roll charges includible in construction overheads 
shall be based on time card distributions thereof. Where this procedure is impractical, special studies shall 
be made periodically of the time of supervisory employees devoted to construction activities to the end that 
only such ovemead costs as have a definite relation to construction shall be capitalized. The addition to direct 
construction costs of arbitrary percentages or amounts to cover assumed overhead costs is not permitted. 

C. The record supporting the entries for ovemead construction costs shall be so kept as to show the 
total amount of each ovemead 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 bases of distribution of such costs. 

5. Gas plant purchased or sold. A. When gas plant constituting an operating unit or system is 
acquired by purchase, merger, consolidation, liquidation, or otherwise, after the effective date of this system 
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