~Deciston No. 23122

BETORE TEE "?.&.EROAD COMMUISSION OF TBE STLZE OF CMORNIA.

In the Matter of the Application of )
COAST COUNTIES GAS & ZIECTRIC COMPANY, )
& corporation, for am order o the )
Rajlroad Commission enthorizing it )
(a) to sell and transfer to Columbis )
Steel Comparny, a corporation, <the )
properties referred o in this applice-)
tion; (b)) to abendon its Pitisdurg )
extificiel gas plant and write off the )
difrerence between %the selvage value, )
and book velue thereof under Property )
Abendoned Account #132. )

Application No. 16955

We F. Williamson, Wellace & Vaugham,
by R. L. Vaughen, for spplicant.

LOUTTIT, COMMISSIONER:

0?2 INTION

Coast Counties Ges and Electric cOinpan:y' esks vermission
to sell and transfex to Columbila Steel Company, *he properties re- -
fen-oé. Yo Iin tais spplication and abandon its ﬁvtsbure; gas plant
and charge the differexzce bdetween the salvage vai‘;ue and book velue
thereof to Lccount *\'ro. 132, "Prope*ty .&bandoned, and amortize éucb. '
charge over & period of ten years.

Coast Counties Gas and Electric Company is a pudblic

+ility engaged in supplying electricity and ges in the counties of
Sente Cruz, Nonterey, Santa Clars and San Bqnito, end supplying ges
in the County of Contre Coste. Since the adveat of natural gas for
sexrice to its comsumers, the artificisl gas pl,;ah‘t_ op'ere.ted 'by iv '_ "

at Pittsburg hes been temporerily abendoned. \It is of Tecord thet

L.




toe plant is not needed Lfor stenddy purposes because there is avail-
able to applicant natural gas Ifrom both the coast trensmission line
of Pacific Gas end Tlectric Compeny and the valley line of the

- Standerd-Pacific Gas Pipe Line Company.

It appears that the Columbia Steel Compeny hes offered
to purchese the land (edout 2.95 acres) on which the Plttsbureg plent
1s situate and part of the plant Zor $é5,000.00 (Exhidit "Av).

In Zxbibit "B" the book velue and “he deprecievion s

of Septemder i, 1930 of the Pittsburg gas plant of applicent is re~

rted as Lollows:

Ttem Book Value Deoreciation

L&nd.o-----------.----......’5} 6’0&.42 $ -

Production equipment..c.c.ccee.. 43,762,75 7,296.92
30116:. plant OQUiPmeno- cacsee 28,970.% 3’085.41
Gas production equipment.... 125,407.79 20,905.13
Ges storage equipment 52,104.13 3,279.59

TOLAL. e oas-0.5256,329.95 £ 34,527.05

The record does not concluéively show that the
$£256,329.93 represents %he ¢ost of the properties thet are being
ebandoned or that £34,527.05 reflects the sccrued depreciation. These
zatters are now the subject of further investigation. Pending suéh
inguiry and determmination, applicent aské that 41t be permitied %o
sell the properties descrided iz Exhidit "A". I see zo objection to.
the granting of suck reguest and'indicaxiﬁg'to epplicant on what
. basis the net investment of its Pitisburg.Ges plent mey be charged
to Account Nb. 132, "Property Lbandoned hd and gmortized throush
charges to operatina oxpense account N . 861,"Deprcciazion Adjast-
ments.” Account No. 132, "Property Abandoned T roads:

ﬁ mhis account is intended as 2 uuspon,e account
in vhich.to include temporarily, when o authorized dy

the Commission, losses on ges Lixed capital retireld Ifrom
service wkon 2ot provided for by the depreciation reserve




or by iInsurance or included as a debit to operating
expense account 861, "Depreciation adjustments©,
whick see. (See also.dalance sheet account 241,
"Depreciation reserve.v)

Applicetion for permission to use this eaccount
should be accomperied by & statement containing a
full explenation with respect to the items whiekh it
is proposed %0 charge thereto, the period over which
end the accounts $0 which 1% is proposed 4o emortize
such cherges. Unless otherwise directed by the Com-
nission, losces on gas fixed capital charged to this
account shall be amorvtized by cherging operating ex-
rense account 861, "Depreciation adjustments.”

-

Any cherges to Account No. 132, "Property Abandoned,”

presupposes that the accounts of a utility have bveen properly kep%,
in that the cost of property retirel prlor to the shendonment of the
ProYerty, the net cost of which is to be charged to sedd Account'
No. 132, "Property Abandoned;” has beon credived to ri:ad‘capital ac-
counts and thatlthe utiiity hés set up a proper and'adequaze depro-~
clation reserve. The emount wWhilch may be charged to sald Account
No. 132, "Property Abandoned,” is the investment in tbeppropertyf
ebandoned less & propexr depreéiation reserve and salvege. I the
depreciation reserve on the books is inedequate, it should be ad-
Justed, for an igadequate reserve neans that some time during the
past the compeany’s surplus has been o#erstazod.

Undér ordinary eccounting practice, the invesiment Iin
sbendoned property is & charge to operating expenses or to profit aﬁd
loss. When suck investment is wusually large, the COmmissLonahas
sermitted the writing off of such amountc Over & period o2 years by
ohearges fo operating expenses. Questions of writing off suc#{amounts
have usuelly beexn imcidental to the fixing of rates. In this in-
stance, applicant’s rates ere not dbelore us for readjusiments. On
what basis the coﬁpany will in the future urge *this Commission to Lix

retes iz not disclosed dy the record. I believe, however, tunt
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appiicent skomld be put on nqtice that the axortization of the in-
vestment in adbandoned property is foreign to rates fixed on the
present value of property, decaucse the property is no longer in ser-
vice. In otker ﬁo:ds, if applicant were belore us today urging that
its rates e Lixed s0 as to yield & return or the present value of

ts properties, such value would not include tre abandoned préperty
and therefore there would bde nothing to amortize. It thérerore does
Rot seem to be unrsasonadle o require apélicant to stipulate that

12 4%t hereafter urges the Cormission to fix rates on the besis of the
then present value of its properties, 1t will exclude from its proper-
ties the iavestment iﬁ its Pittsburg gas plent and exoluds from Op-
erating exponses any amount necessary %o émortize the_inyestﬁont in
such pleat.
I believe the company chould de permitted To charge %o

Account No. 132, "Property Abandoﬁed," the sctual ¢cost of tho proper-
ties abandoned; less propex aceruecd depreciation, whick should from
time t0 time have bdeen charged t0 operating ezponsesfand which,.i:
10t so charged, should now be adjusted through profit azd loss, and
less the ectimated salvage value of the property +0 be szbandoned. The
amount that mey be charged to said Account No. 132, "Property Abau-
doned," will be fixed by e supplementel order. Under the provisions
st rofth in this opirion and oxrder, suck amount nmey dbe amortized over
e period of ten years or & six percent sinking fund besis dy appro-

priate charges to operating expenses.

I herewith submit the Tollowing form of order.

Cosst Counties Ges and Blectric Compeny heving esked
permission to sell +the properties descrided in ZxhIdDIT ™A™ To

G




Columbdbia Steel Comparny and to abendon its Pittsbarg ges plen? and
write off the difference between the selvege value and the book
velue thereof under Acconnt No. 132, "Property Abandoned," & pudlic
hearing having deen held and the Cormission being of the opinicn
that epplicant should at this time be permitted to sell sald proper-
ties and t0 sbandon its Pitisdurg ges plant and that the amount
that mey bde charged to Account No. 132, T"Property Abendoned,”
should be determined by a suppleinental o:&der, therefore, '

IT IS EEREBY OR{JMD tret Coast Counties Gas and
Elec,‘::ic‘ Ccompeny mey, on or belfore Decenbér_ 31, 1950; sell end
trensfer o Columbdia Steel Company the properties descrided in
Txhidit "A" 2iled in this proceeding ond sbandon 15 Pittsburg ges
plant, provided thet only Such emount &s may be hereafter determined
along the limes indica'te-cl in the foregoing opinion may ke chgrseb.
%o Account ¥o. 132, "Property Abandoned,” and amortized during e
period of ten years from the dete hereo?, on a.'._*:i':'.: vercent sinking
fund basis, by cherging the annuity to A&: cnt No. BEL, "Deprecia-
tion Adjustments.™ -

IT IS ZEREEY FURTESR ORDERED thet the permission here-

Dy grented 10 cherge the zmount hereafter determined %o Account
No. 132, "Proporty,.&.ban&bned," 1s upon the condition that Coast
Counties Ges and Electric Company file e stipulation that if 1t
herealter urges the Commission to £ix rates ox the basis of the
“hen presgsent value of ‘its properties, rather than on the historical
cost of said properties, it will exclude from its properties 2he
investment iz its PLitisburg gas plant and exclude from operating

expenses apy anount necessaxry To smortize the investment in such




plant.

The foregoing opinion and oxder are hereby approved
and ordered filed es the opinion end order of the Re.ili-oad Commi s
sion of the State of Ce.li"o*nia..

DATED at Sex "ramcisco, Celifornia, thi., //Z/ :_day
of ﬂmm/ bt ., 1930.
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