1. Regulatory Accounting Treatment for Removal Costs of Retired Assets - CGAAP

Costs incurred to remove or
dispose assets from the site on
retirement of the retired assets

l

Step 1: Obligation existed at the
time of acquiring the assets?
(Yes/No)

Yes

No

No

Asset Retirement Obligation (ARO)
should have been included in the
costs of assets when the assets were
acquired

Follow the accounting treatment
related to ARO

Step 2: Is it a group asset?

Yes

“On retirement of such assets, the
Accumulated Amortization account
shall be charged with the book cost of
the property retired and the cost of
removal and disposal” — APH July 2007
Article 410

“removal costs and salvage recoveries
related to retired assets are applied to
account 2100 Accumulated
Amortization of Electric Utility Plant-
Property, Plant and Equipment,
instead of flowed to the income
statement.” — APH July 2007 Article

Separately identifiable assets (such as Building):
the nature of the removal costs incurred for
retired assets?

T

The costs incurred were related
to the retied assets (Normal)

The costs incurred were directly related to the
construction of new assets or the preparation of
the site for the new assets. (Exceptional)

Record as loss or gain on retirement
(treated as transaction cost to be
net against the proceeds received
during the disposition)
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Draft and Subject to Changes

Capitalized in the costs
of new assets




2. Regulatory Accounting Treatment for Removal Costs of Retired Assets - IFRS

Costs incurred to remove or
dispose assets from the site on
retirement of the retired assets

Asset Retirement Obligation (ARO)
should have been included in the

Yes
Step 1: Obligation existed at the
time of acquiring the assets?
(Yes/No)
No
Step 2: Is it related to a like asset, as No

costs of assets when the assets were
acquired

Follow the accounting treatments
related to ARO, most of which are

Readily identifiable assets: The
nature of the removal costs

defined in Article 410 of APH
January 1, 20127 (Yes/No)

Yes

“Where a distributor for general financial
reporting purposes IFRS has
accounted for the amount of gain or loss

under

on the retirement of assets in a pool of like
assets as a charge or credit to income, for
reporting and rate application filings the
distributor shall reclassify such gains and
losses as depreciation expense (on the
income statement), and disclose the
amount separately.”

- APH January 2012 Article 410

incurred for retired assets?

v

The costs incurred were
related to the retied assets
(Normal)

Record as loss or gain on
retirement (treated as
transaction cost to be net
against the proceeds
received during the

disposition)
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similar to CGAAP

The costs incurred were directly related to the
construction of new assets or the preparation
of the site for the new assets. (Exceptional)

Capitalized in the costs
of new assets




