De;:ision No. 495759 | @%H@H&QA& o

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA.

(AMENDED TITLE)
In the matter of the application of
PACIFIC GAS AND ELECTRIC COMPANY for
an order of the Public Utilities
Commission of the State of California
authorizing it to withdraw and cancel
all of its filed and effective rate
schedules applicable to natural gas.
service and its Rule and Regulation
No. 15 (Gas Main Extension), and tn
file and make effective in liew thereof
the natural gas rate schedules, and
revised Rule and Regulation attached to
and made a part hereof.

Application No. 31466
(AmendeA )
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THIRD INTERIM OPINION AND ORDER

At the public hearing on May 17, 1951, on the above-
entitled application, memoranda of understanding relative to
depreciation practices using "remaining life™ method and to amortiza-
tion of acquisition adjustment a2ccount of the Pacific Gas and
Electric Company were recei&ed in evidence as Exhibits Nos. 40 and
41 in this proceeding and copies thereof are attached to this order.
as Exhibits A and B, respectively. These proposed égreemenzs between
the Commiscsion's staff and the company on the matters therein
specified were submitted to the Commission for ccnsideration and
approval. The net effect of these understandings after income tax
adjustments, if approved by the Cemmission, is to reduce applicant*s
requested gas rate increase by approximately $1,900,000 annuvally.

Counsel for applicant requested that the Commission act
promptly either to approve or to rejecet these documents rather than
to wait until final disposition of this case. This determination

i3 necessary in order that the Commission's staff be prepared to
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present its study at the next scheduled public hearings starting

June 13, 1951, at 10 a.m. in the State Building, San Francisco.
After considering the proposed agreements, the Commission

finds the same to'be in the public interest and that they mecet with

its approvil; therefore,
IT IS HEREBY ORDERED that Pacific Gas and Electric Company
is authorized and directed to carry out the terms and provisions of:

L. "Vemorandum of Understandlﬂg Relative to Depreciation
Practices, Pacific Gas and Electrice Comparny, Gas
Department,” identified as Exhibit No. 40 in this

proceedmng, a copy of which is attached hereto as
Exhibit A :

2. "Memorandum of Understanding Relative to Amortization
of Acquisition Adjustment Account of the Pacific Gas
and Electric Company in Rate Proceedings,” identified
as Exhibit No. 41 in this proceeding, & copy of which
is attached hereto as Exhibit B.

The effective date of this order shall be fifteen (1l5) days
after the date hereof. |

Dated at San Francisco, California, this Agf@? % day
; 1951.
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LENORANDUY OF UNDERSTANDING
RELTTIVE 10 DEPHECILTION PRAGTICES
M L AS Al T 2

GAS DEPARTMENT

Following comsideration of the history and present basis of -

| deprecitinn aceruals for Poeific Gas and Eleciric Compary's Ges Departmert,
as well as its ono-half interest in Standard Pocific Gas Lines, Inc., the
within agreement was reached beiween reprosentatives of the staff of the
California Public Ttilities Commission and the company, all subject w0
Sormal approval of the Cormission. '

1. 411 depreciation reserves, estimates and figures hercin are
intended to, and do, exelude:

(a) Automobile and other Reserves which are acerued
through clearing accounts.

(o) Reserve for Gas Stand~by Production Plants.
(¢) Common Utility Plant Reserve.

(4) Reserves of the Electric, Steam Heat and
Water Departments.

(¢) Nenutility Propertics.

2. a5 of December 31, 1950, the book deprosiation reserve for the
couprry's Gas Department was $58,636,621.65, and for its one-half interest
in Standard Pacific Gas line, Ime., & subsidiary record will be established
with o balance of $3,171,L08 os of that date.

3. The doprociation reserves as of Docember 31, 1950, shown in
iten 2 hercof, will come wnder 2 plan of "remeining life" 5% sinking fund
acerual methed. Under this plan, by meons of pordiodic reviews by the
compary, the samual depreciation acerual vwill be detorained by the gross
dopreciable plant per boeks less the then existing depreciation reserve

related Yo the estimated cquivalent remaining life of said deprociadble
plant ond estimated gross salwage, less cost of removal.

L. Under the foregoing plan no adjustuents for cither deficient or
exeessive depreciation reserve balances will be made in the future through
Surplus, or any account not classed as Gas Department Operating Reverud
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quuctions in the Commission's present Gas Classification of Accounts,
even though the 5% sinidng fund ccerual method adopted herein be changed.

5. The total depreciation acerual for cach year, for the Pocific
Compary's Gas Department and for its 1/2 Interest in Standard Pacific
Gos Linmes, Inc., respectively, will include: (a) interest at 5% on the
balonces in the respective depreciation resexrves, mentioned in item 2
hereln, as of Deceamber 31 of the rext preceding year; and (b) cnmmities
of such amount that, coupled with scid imtorest aceruals, the sum of
the futwre interest cnd anmuity aceruals pl\i‘:- the then balances in said
rospective deprecintion resorves will provide for the future depreciation
of the then exdisting gross depreciable plamt in accordance with its then
estinated remaining life expectaney.

6 Company will maintain within its orgum.zatn.on a staff which
will have the duty of (a) prcs»nting by Docezmber 1 cach year recommendations
for proposed basic depreciotion rates for the ensving year for Mamagement
approval and Commission roview and (b) making the adjustments necessary
25 to composite rates for December accounts of each current year, based
on the basic lives approved the preceding year, with the objective that
the acerual for the year will be properly weighted as to actuwal plant
changes during the year.

7. To expedite complotion of the pending Ges Rate Case (Application
No. 31k66), it is stipulated that the following remaining life 5% simking
fund deprociation annuities on copital closed %o primexy plont accounts as
of Deecmber 31, 1950, cre reasonable and properly to 'bc used for the
year 1951:

(a) Tor the company's Gos Department e.eeees.. 32,965,191

(b) For the compony's 1/2 intercst in '
Stondord Pacific Gos Lines, I0Ce eeveseees (®7,338)

(Ped Figure)

To the above figures there will be cdded oppropricte ammuities
on Gas Department (L) average operative additicns for the year 1951 and
(2) pro rata of comon utility plant.

For future years, however, he partics are frec to ncke such
representations as to remalning Life expoctancy and net selvage as they
feel proner after further investigation.
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8. This memorandum does nmot purport %o cover the detail mechanics
of computing ammuitics for the futurc, which will be the sudbject of
further confercnses.

9. The forcgoing basis of providing for depreciation will also bo
applicd in principle with respect to other dopartments of the company.

Dated at San Frenecisco on Moy 16, 1951.

Litachment .
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PACIFIC GAS AND ELECTRIC'COMPANY
AND 1/2 OF
STANDARD PACIFIC GiS LINE, INC.

SUMMARY OF 5% REMAINING LIFE ANNUITY

BASED ON PLANT CLOSED TC PRIMARY ACCOUNTS 4S OF 12-31-50.

racific Cas and Electric Company

5% Remaining Life Accrual on Plant as of
 12-31-49, excl. Topock Line (See attached sheets)

Lesa Interest on Depreciation Reserve, 5% on

5% Remaining Life Annuity as of 12-31-49

anadty on Net Additions for Year 1950,
5% SJF., including Topock Line

Total 5% Remaining Life fnawity on Pacific Gas and
Electric Company Plant as of 12-31=50

(Pro rata of Common Excluded)

Standard Pacific Gas Line, Inz.
5% Remaining Life Amuity - 12-31-50

(Red Figure)

$3,904,219

(2,709,48L)
1,194,835

1,770)356

2,965,191

(87.338)




PACIFTC GAS AND EIFCTRIC COMPANY

GAS DEPARTMENT

CALCULATION OF 459, REMAINING LIFE ANRUITY OH CAPITAL

A5 OF DECEMB:R 31, 1949

¢ Remaining

«: Remaining sRemaining :

s :
sDeprec=iable :Depreciations t Iife Life ¢ Life
: Plant s Reserve 1 fiet t Expect~ : Annuity s Accrual g
Item sDec 3L, 19491Dec.3l, 1949:C01,(1)-Colu(2): ancy :  Rate (3) = (5):
1) (2) (3) () (5) (6)
PRODUCTION PLANT - ACTIVE PLANTS -
1002-(312)  Structures & Improvements  § 20,515 § 4,459 16,056 18,0 0.03555 s 571
1003-(342.3) Storage Equipment Other 87,689 20,652 67,037 24,0 02247 1,5%
1004-(313)  Boller Plant Equipment 9,393 9,393 0 10,0 +07950 -
1005-(31%4) Other Power Equipzent ) :
1004-{319) FPetroleum Gas Equipment ) 2 29,162 52,89 176,268 18,0 .03555 4,256
1008-(323) Purification Equipment )
1009-(325) Other Production Equipient 3,204 156 2,448 6.0 4702 3%
Total Non-Landed-Active Planta _ 349,963 88,154 261,809 8,703
TRANSMISSION PLANT, EXCL, TOPOCK & STANPAC
1101-{351.1))
1102-(351,2))Land and Land Rights 924,170 143,373 . 581,398 18,0 0.03555 20,669
1103-(352) Structures and Improvements 683,249 199,682 143,567 17.0 03870 5,555
1105-(353) Mains 30,788,399 14,132,751 16,355,648 17.0 03870 632,964
1106-(354,1) Compressor Station Equipgent 892,728 655,350 237,378 12,5 05949 14,122
1107-(354.1) Odorizing Equipment 222,628 140,801 101,827 17.0 .03870 3,941
1108-(35442) Measuring & Regulating Equip. 1,709,738 - 189,237 1,520,501 16.5 W04 41,489
1109-(354.3) Roads and Trails 221,029 18,612 2,017 18.0 03555 86
1110-(354.4) Other Transoission Equiment _ 1 WhL,334 65,736 18,598 15.0 JO0L634 2,253
Total Transmission Plant 35,336,876 16,345,542 18,991,334 741,089 .




PACIFIC GAS AND FLECTRIC COMPANY - &
oAS DEPARTHeNT

CALCULATION OF 5% REMAINING LIFE ANNUITY ON CAPITAL
AS OF DECHMBER 31, 1949

(CONTINUED)
t : 1 : : Remaining : Remaining 1Remaining:
: tDepreciable :Lepreciation: : Life " : Life : Life - .
] : Plant t Reserve Net : Expect- : Annuity ﬁ.ccrual':
. Item tDec,31, 1949¢lec,31, 1949:C001,(1)-Col.(2); ancy _ :  Rate : (3) =(5);
[6) R )] ) ) (5) @y

DISTRIBUTION PLALNT :
1202-(358) Structures & Improvements § 851,369 § 650,809 § 200, 560 12,0 0.06283 & 12,501
1203-(342.2) Distritution Storage Equip. 8,952,937 2,396,560 6,556,377 24,0 - 02247 147,322
1205-(360.1) Compressor Station ¥quip, 3,915,177 2,136,153 1,779,024 10,0 07950 141:&32
1206-(360,2) Measuring & Regulating kquip, 1,030,221 152,949 871,272 13,5 ,05362 17,039
1207-(361) Services 31,967,720 8,764,143 23,223,577 20,5 02910 675,806
1208-(362) Meters 16,936,821 k,828,580 12,108,241 19,5 03147 381,046 —
1209-(362) House Regulators 3,896,299 617,292 3,279,007 17,0 ,03870 126,898
1210-(366) Other Prop.on Cust. Prem, 35,366 29,152 6,211 2,0 48760 3,031
1212-(368) Other Distrib, System Equip. 889,192 385,999 503,193 13,0 05645 - 28,410

Total Distribution Plant 132,800,329 37,729,280 95,071,049 3,150,982 -
GENERAL PLANT ,
1241-(371)  Structures & Improvements 39,091 11,184 27,907 18,0 0,03555 992
1242-(372)  Office Fumiture & Equip. 17,459 4,758 12,701 13,0 05646 ny.
12a3~§375) Shop Equipment 1,467 630 837 11,0 /07039 59

- ¥244-(376) Laborator Equipment 37,59% 8,649 28,911 17,0 03870 1,120

1245-(377) Tools and Work Equipment 29,141 1,798 27,343 23,0 02014 662
124,6-(379) Miscellaneous Equipment 255 3 252 2,0 02217 $

Total General Plant 125,003 27,022 97,981 ' 3,550

TOTAL (Excl. Topock & Stanpae) 168,612,171 54,189,998 114,422,173 3,904,319

%
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MEMORANDUM OF UNCERSTANDING
FELATIVE TO ANMORTIZATION OF
ACQUISITION ADJUSTMENT ACCOUNT OF THE
PACIFIC GAS AND ELECTRIC COMPANY IN RATE PROCEEDINGS

[}

Supplementing understanding reached bétween representatives
ol the staff of the California Public Utilitics Commission and the
Pacific Gas end Electric Company relative to depreciation practices
of the company for its Gas Department, as evidenced by "Memorancum of
Understanding” dated May 16, 1951, the within agrecment was reached by
sadd representatives in respect to the allowances to be made in rate
pmceedmgs of the annual acervel to the company’s Reserve for
Amortization of Utility Plant Acquisition ACjustments, all subject
to formal approval of the Commission.

L. In conformity with the provisions of the order of the
Commission in Decision No. L3626 dated February 1k, 1950 (L9 C.P.U.C.386)
the company will amertize over 2 peried of fifteern (15) years beginning
Jamuary 1, 1950 the sum of $15,530,9L8.77, being the balance remaining
in the Utility Plant Lcquisition Adjus“ment Account a3 of Decezber 31,
1949 following the reclassification of the company's entire plant and
proporty account as of that date in cccordonce with the provisions of
the Commizsion's Uniform Systems of Accounis for clectrical ard gas
corporations effective Janwary 1, 1938 and Jamuwery 1, 19L9 respeciively.

2. Of the cnmual amount of $1,035,396.60, being one~fifteenth
of said sum of $1%,530,948.77 charged to Accownt 537 - Miscellancous
koortization and credived to the Reserve for Amortization of Utility
Plant icquisition Adjustment, 108 of 81,035,396.60 or $103,5359.66
will be recognized md allowed as on anrual operating revenue
deduction of the Gas Department and the remaining $0% or $931,856.9%
&s an anmual operating revemue deduction of the Electric Department
in any proceading before the Commission :mvolv:.ne, the fixing ar “djuqting
of the ratos of said respective departments.

3. In consideration of the allowance of the armual amortization
of the Utility Plant Acguisitios Adjustment account as an operating
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revenue deduction of the gas and clectric deportments in rate proceedings,
as provided for ir Paragraph 2 horeds, the Company waives cliim to the
inclucion of ary poxt of 1ts investoent of $15,530,948.77 in the

Utility Plant Acquisition Adjustment Account &s a part of its rate

bases in any proceeding before the Cozmission involvirg the fixing or
adjusting of the rates of said respective dopartmcnts.:

Dated at San Francisco on lay 16, 1951.




