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5. P of . m.oan_zq _.Bz_naw:a_osmsan for .,E_% E&n ng con-:
* struction; including a d

l st of BEG funds; to be: 8_._.&_8.; in %8_.. ied
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capitalized under those __.S.Enw:na o=_< if it m:@mﬁ:a: ___n_:,m_o: “allow. Eo;

noﬂm for rate- am_sam .E:Eu& Is Eo_um—.._o
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m?.smo:nnﬁmu If the estimate of th probable recovery period |
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e E.oah.o %.2::% the Ean:. value. The amount of ._ﬁm&:mgaa_ shall b

in :.u income ﬂm_oans_ ﬁ ajoss or mm:... :

9. U:::w:_o, va:oa between .rn am_o on ir.ﬁ. the E.&o:. value f :. Edgc_
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S n_mE.B:m_ ~,o the rate at which
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>Ex=&x w BE ...,>mw m:..a:_ =_ 29 xx A._:m mSﬁEn:c : 5: ‘ r —.E.-
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: Xx, ==m 2 aan_._v
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, ; :._m ..Em:n_m_.u_u.nan:_m f m__ prior periods p 8,38& mrw_ be s_u.& _=

ela nn vm En E:o::_wmz. each vn:on Eomm:_wn mE_ on qo.msna,
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5.1 ::w:n.w_m.wnn n:.mnoqw:c_. _mnm:\nm..mmq no nw.w,an thee ..nzmo Ev_vr

e ing this m::nan:_,., existing situationis shall be reported as the cumulative o:. o_. a
‘Q_E.wn in accounting principle, as described in APB Opinion No. 20, A :

Ch nges, and the effect of . maon_.-_w%_mm.ma:.n: o :no.sn before ex A0r

. .nam.:a .=no=_n. »:a therelated per. m_.E.n amounts m:u: g n_ﬁomﬁ_

., _a, Initial appl ;8 ion, on :E, m.m.n:.n:_ i.: :ﬁ::n .:nv..o ,s:m, m&ﬁ..:r:

pre 5&? Sno_dnn assets with ao:nmuosg_:w adjustments to reported net income

~of prior years or _o ___n nE::_E:a efl an o., m: mnnozn:sm n__wamn in _a wnm_, oq :_n.
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- Cost of abandoned plant:
B Previously recorded cost -
R ,Om:nn__m:m.,_gu&&wc be accrued :
e B R Aauu.“uoc.,ccoawnc._..:u&%:..N%\e
S e e e for 6 montkis). - e © 21,27

21274887
- m,_;h,r.wow,‘,_n,,, e e s T Net cost e | i
- Column (4) Present value (at beginning of month 1) at 11% of amount inColumn L e : *

i © . Qinpriormonth AT e i : ;

 Losstobe reco a&,ﬁ,zsnauwu&oiaa S © $192,793.405

6. Pending receipt of a rate order, (
recorded assel-atian 1.25 percent ar ]
- I it becomes probable that the period befor
© . orshorter than 18 months, the carrying.
lo reflect that new estimate,




382,214,479

385,858,302

 EXPOSURE DRAFT:

o $395,378,451

5 ,uo. >=2 8&::».5: i.:.. 8::%.,. C=_=< b nnn_n_nm :E,_ i m_.oc_a 268_ =..a :..m:

,; , .__aa,.m no s% to E.&_Q the o:..no;in o_,»._ nExww_ <<_§ nnno.:a_.:w she

nn:. of he E:E.:- disallowed, om uAuN _=== n g: n =_< 50 :
_.oq .__n p E:w cost will be récaverable froin customers in that state, The
¢ ed 55: it occurs, The possibi ity of wno._: ovérturning.

aregulator’s %:m_c: on'a question of fact
:5. is not qaogﬁm. un il it :
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37 : U:::m, 1984, .B.n pri En:.m R_m:& 5 new ::203 n_mo.:n, mn:n_‘m::m v_m.:m of
: ncﬂm_::__:n ‘were widely discussed in the fi nancial press. . Comments:credited to ;
executives of those - utilities indicated considerable aznm:c: i—_n_rnn he :_.:nm :

g “could bill rates baséd on the cost of those plants to (

~ major part of their customer bise, Some u&.&ﬂ.:&&ﬁn .r,m. phase-ir

: - ;,_.w..u_w ' certain of those ___:8 ] ut they raised significan ;acnm:q:

1 S __s.._n:_n,q mzan:nnmco:.;.s ueuw_nm:o:o m..:n:_é:_. um.n&ﬁ_,.z aclice.
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estigate

“staff mel. several :En “with committees of Edison ,m~nn_:n.. Institute (EEI), the
Z onal >mm0n ation Regulatory Utility Com _mm_o:nqm. and the 1::.6 C:..:ama
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erally. That m::ﬂ:na qonow:_ﬁu .__n_vB.n actions of u”am:_ao_‘_nm: have eéconomic




0l Eo.ﬂ _,.zmsn.»_ m.n.nanz_m r.& Euom:_w& asset

nz_.%.,ﬁ?..?;, L not asset decre) , (atic .Z:Enmmis
cvifical s.z& aiive chara mzws _m financial statements are

plant oF pro &:m «Roﬁ%
e invest ;2:. .5.:.%85 enterpl se’s camvnumo EE« ..n§==wm

; e Draf on the basis thai some uum___u-oa might &

_.ama::n 55:& amounts to Rgnoo ates from the lovels that w E Qso:.s.s va

, vm:u_.:& isaware [ p rn»inaz
: ‘and costs and SEE m.:.n. ures used qo_, generdl Ed%n m:gn_m_ nnucz.:m A ..am:
Jator’s treatment of Costs or gu_,a struciures may affect th E.S.Sa avo:on ia
general purpose financial statemenisin a variety of ways, as _
and i in his Exposure Draft. wsae.? regulators may | _oow to mnaa.,»s moonv.nm
niaw for treatment of specific costs: In cas i
Sm.m or 895_ u.EQEdm E:.oﬁ.& {0 :.omn -nvo: :

48 ﬁﬁ Boasd is u_mo aware 92 if an nnna__: ing m.».aw.d has 5&..

‘ noannaasnnm {hat’ some swiswo rous, 1 nrw:m.: :nw:_o::a ow 2:2: feves:

; tie Tailure to act also has
B:»_E onerousto others. The Boatd canniol noia— or _.
pose financial m.anin:? b Eonn.:_uo:u::s
v m_cam 1o «n 5 oE_ .o assist :5 %2_& anﬁ 5 of same w..

G w >a8==:=m for phase- v_mﬁ .=<c_<wm go%vﬁma issues unde Statement 71

Hhe rstissue i i_o:_n: inview of the unanzau need ».3»158 plan resulting
,?5: nm,_mw.cn the EE:Q&S sm« gaca o:.n:sS wo 3::& _:m reason bleto

 and collect rates that v

E__:_m om revenues mo :_n no= =§§ of :5 utit y 5 n&EBﬁm

isé-in ﬁ_m_—m .:B have been o..%q& by Rm:.w.o s fequire: a&,n:v_ ofan
-oi ce for: E:_:~ funds. That' msos.mz cost is usually ‘selected: mo.. a&.n:.&

& gzwo Eowacgp is’ _ﬁmn u.a it mcnm ot :nnawg:. -@Eﬁz— a n::.ni n&..d:?

52, The >~nv> _ﬁsﬁ vmvnn noted :.2. Eaﬁ m.uaana .: a ﬁowﬁra io.:n

otherwise be charged to ax!w:mn could be capitalized pursuant woa phase-in plan if

S ,-Qoﬁwﬁr_d:wr ?_:_.2.23 was’ c-a_umw_nr u:.»:m:nimnna 8..3:5 E:nm ould

italized ‘other than during constniction of a E_E.Qu_. asset. ] ;
ﬁwﬂﬁ. recommended that the regulator’s selection of a-specific allowable nc& for
nnn:n_ &5:5 not en -Evc:ma..o accountants cnnu__wn any allowable cost can.

uu ;:.n wom& c&_ﬁa :_n.,m: %oiwnnn n.o‘ nn:.? _,Eam is En.nnns. fron
38 x.v :a... :

s,a_oiusnm _.o.. BEE .,_:am is-a co!
_.vqng_%..m Eo&gia 1o be entitled “ rn: Su_s_

E,_ oq an u_ﬁoagnn ..2 .3:5?3, sa %:E_ cm n_:,




s in negotialing the ferms of 4 ng.cc ]

gement’ m e plan, that same managemen | rrently. The Board beli
clude that recovery of all amoi ts deferred under th : .- recogniti ,_Ewm,n:n..w_,u_.icmn::u:n,_.u__ eportin
- Ahe ferms of thie plan and the surroiin ing circumstances. Accordj gly, the Board - Sy ,.,, ,;f
: that it should set specific, g criteria ised . ,

: gww,n,.m:_ plans that
ave tended to fit one of -

" a. Some Mv_w.«.m provide wo_‘;:nnq \
~several years followed by irier

u :
mine the fundamental a,
he enterprise’s costs




Eos%._ S::: on the investment i ;.oﬁ %..n:nn nom.m n::: :,-n deferral _3:2_
. .:_n Board oiaﬁ& . th

- phasesin plars E.m—: sw:,E: BEE_E:E: of a E_oi ce for: BEQ Eam
considering:a variety of recumstances; the wo&. | concl aoa that ﬁvz&ﬁ:
EEBE& in o:.w one .__2 Qva of m_ tatiofn.

or nmev_o. a qnm.z_m::::nrp 8=n_= e :.n. :.n nca o.. ..:n_ is :
suffi n_n.,_:< _ﬁmo and _..m price u:.,.x_n_ni_w olatile hat ariations from :.m w.:op.:_“
2 that s included-in rates should be afforded recovery. In'som

v__m_..nn ..__,-o:m._ an m:.oau:n w&:&:.u-: clause that permits rates {
nm:« adjusted to 3:3 __E:s:oam in z.n cost: o,.. En_ used in v_._.o_,.vnzonm
- cases however: )

n.a:m_ E:«Eo:o:m ifford m.::-m_. :3::2: to oa.ﬂ costs. In -

s .:ouw,m_.:m__oam =_ wcﬁagan-:n& that carrying costs on amouns invested in the

including an n__oin_an?n equity fiinds, shoyld’ e 837 ;

B__N& i Rncsa y c.. :.o% 82.&&3 costsan

.,E_ moEnvE._.‘:nm.ﬁ ng:ao:& Em..: n:::w the later Stages

‘o tion ninany wmnm. the cost c_.%w: c:&u_u:a _macns E@.:Q :.w:. Snv
: -a _.mi nmmnm.,..__a ==_= ’sin

it SES on _=<nm::n.= n:::m the r _‘nnc<n€ .ca:om “That pr
dure’ rmw been nmn:wnn_ as m;zﬁm:m of m__mzzw the Toss between customers and

pmzﬁm—.o_ana. A nom_.qmnoﬁQ approach ac_, mnno__:::m for a u:no.::nim ‘was

iew that the fegulator was a_mm__oi.am future nm:::mm. rathér than n.m-

. S n__cs.:_m a vo:.c: of the cost of the m?:acm& plant. In reconsidering that i am, in:
‘ . the context: of today’s n-_s_.o::,n:r some Board members concluded that uh&? :

Tecovery mvuamnr

‘been incurred, Although tha %Ecuz_ E_m—z _:.6 little m.m:. _nm.—no ‘when m_i_&
{o s 5 3.»:55»::5»3:». items, the significance o.. the amounts :

Cases indicates hat ..o....om:: in of losses Em:_:zm _...oakmcu.ao:an:.mmroca not _.n

: delayed beyond the date when'they Emﬁqo_u. le u_a _.Bmc__mzw a:auc_ T €oms-
.~ parability of the financial &m_nsg.m will be S_um:.&. “Thus, the Board concluded

: - ‘thatitshould (a) ermmphasize the need for loss recognilion'as soon as alossis probable
o and (b)) require recognition of the disallowance of retuir) “on 5<nm:=m=.~ in .wvma'

ed assets isna === u_mm__csgnn vcnnoa_nm _:ccmc_u :

: aﬁ ‘,O___n., mcma En.:vna be ieve _?z the uacmv_n ?ER S<n==n :_u:s: resull

_.35 inclusion o_, .__n,nomv of an‘abandoned v_mz- in __osmc_n nc.m_m ..cn S_n..:mx_:w
purposes is ..m.ﬁ::m__w a moy 2.5‘ asset. In_ i he i : !

a E:.z mmmz that i is ammn::u__w a Bc:ﬁs asset m_.c:E cn;:?cm:

; ,.u:_u_ assel niost n_oma -&o_sc_n: _ozm-.nzz aen_éc_...
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ore ..E.:..mn:_oa 283_5 maaaan.;aqm;_g.g_u o

require loss recognition f all cost 8__9555 wﬁ,uw_._man whether related (0 2
newly compl ed planig : : i

7 The AICPA Issue Paper questioned ssn:.nn that m&x nition imm E?.:a& tobe.
m_m____, icantly: &z.n..ai from :. efinition used i in wS :

8. ,d_n AICPA Jssucs Paper raised a nurnber of &E issues. After con onsidera
he wcwa %na& ._.un 38_ o.. :.oma E__ﬂ were e ‘

~this m.Enan:—os_u 3, veni Sn:..::w
o.:ﬂ».mc__z, -the re inalic ,
ethat had e Xperienced such events bot c&oﬁn:mu:ﬁ i
te. The fypes of events ‘addressed’ by this Statemient tend 16. have long
..nn.m,.o: n.:m:n_m_ma.na :. mo_. am| _n,‘nmnﬁaa=€=n-=2~ i

- and n.&:oim.s,na. In additio a
u:.on.& ﬁn not likely tobe ::nn:uf:m the actions that would be prohibitedif the -
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