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Decision No. 45759 -----
BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA. 

(AMENDED TITLE) l 
In the mat1:er of the application of ) 
PACIFIC·CAS AND ELECTRIC COMPANY for ) 
an order of the Public Utilities ) 
Commission of the State of California ) 
authorizing it to wi~~draw and canc~l ) 
all of its filed and effective rate ) 
schedules cLpplicable to natural gas. ) 
service and its Rule and Regulation ) 
No. 15 (Cas Main Extension), and t~ ) 
file and make effective in l.ieu thereof ) 
the natural gas rate schedules;t and ) 
revis,~d Rule and Regulation att..ached to ) 
and made a part hereof. ) 

Application No. 31466 
(Amende"i) 

THIRD INTERn.'! OPINION AND ORDER 

At the public hearing on May 17, 1951, on the above­

entitled application, memoranda of understandir~ relative to 

depreciatio·o practices using "remaining life" method and to. amorti7..3.­

tion of acquisition adjustment account of the Pacific Gas and . 
Electric Company were received in evidence as ~~ibits Nos. 40 and 

41 in this proceeding and copies thereof are attached to this order 

as Exhibits A and B, respectively. These proposed agreement.s betw~n 

the Commission's staff and the company on the matters therein 

specified were submitted to the Commission tor consideration and 

approval. The net effect of th\~se understandings after income tax 

adjustments, if approved by the CC1mmission, is to reduce applicant's 

requested gas rate increase by approximately $1,900,000 annually. 

Counsel for applicant requested that the Commission act 

promptly either to approve or tC) reject these documcnta rather than 

to wait until final disposition of. this case. This determination 

is necessary in order that the Cocmission's staff. be prepared to 
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present its 3tudy :It the next scheduled public he.'lrings st<lrtir.g 

June 13 ~ 1951, at 10 s.m. in the State Building.) San Francisco. 

After considering th€~ proposed agreements, the Commission 

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

its appro~~l; therefore, 

IT IS HEREBY ORDERED th.:lt Pacific Gas and Electric Company 

is authorized and directed to carry out the terms and provisions of: 

1. '~emorandum of Understanding Relative to Depreciation 
Pr~.cti~es, Pacific Gas and Electric Company, Gas 
Department," identified as Exhibit No. 40 in this 
proceeding, a copy of which is attached heret~ as 
Exhibit A. 

2. ~emor~ndum of Understanding Relative to Amortization 
or Acquisition Adjustment ACC01lnt of the Pacific Gas 
and Electric Company in Rate Proceedings;" idontifie.i 
~s Exhibit No. 41 in this proceeding, a copy of .which 
is attached hereto as Exhibit B. 

The effective d~te of this order s~~ll be fifteen (15) days 

after the d,lte hereof. 

Dated at San Fr~mcisc'o, Californio., this -ti?~ day 

of - ... ?n~~~~~~---, 1951. 
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mrORo'.N:O'[j)~ OF UN!)ERS'!fJIDING 
REL~TM 1\5 DEPMcIL'tION PPlC'flCES 
plcfF!c G15 ~ND E!ttCTIUC COMPINY 

G.;S DEP;.p.'nENT . 

Following co~idcr~:t:.iorJ. o! t."lo history ~'"ld present basis or 

. li~pr.~c:!.'::I.t.iljn .::I.cc::"'U~ls for ~c:i.i'ic Ci~c ~.d. Electric CO~fS Gas Dep.:.rtme~t, 
as wl'.!ll IlS its ona-hAl! i:ltcr~~st in Sto.nd~d P:.ci!ic Go.s Lines, I.."lc., tho 

'W'.l.tb.in :).~~ont W:;l.:3 rCllchcd bo-:wccn rOp:'oscn~tivc:s of the s~f! of the 

Co.li!'ornia Public Utilitios C¢a:li.ssion c.nd the c~, all su~ject 1;,0 

i'ormn.l o.pprov:..l or the Com:lis~,ion. 

1. 1.11 deprecio.tion reserves, estil:lo.tcs and figures herci.."l ore 

~t",;nded "',,0,) ~d do, excl').d~: 

(a) A:u.tomobilo o..nt! other Reserves which are accrued 
through clco.r1ng .::I.ccounts. 

(b) Reserve for 0.::1.3 S"t..-md-'by Production Pl:lnts. 

(c) Comon Utility Pl.'!nt Reserve. 

Cd) R~scrvcs or the Electric, Ste~ Hect ~ 
Wa-wr Dep.".trtl:len'l:,s. 

(c) ~onut.ili ty Px-o~r't.ics. 

2. ;..:; of Dcconroer 31, 1950" tho book deprtr!illt .. 1on reserve for tho 

oO*"I.rJY'S Gas Dc~"ttlent vro.~ $$8,636,624.6$, end for its one-h:l.l! interost 

in St.'.n~n.rd P:!ci.!:i.c Ga.z tine, Inc., :l subsidi:lr"J roeord ~..ll be es~blishcd 

With Co bc.::Llnce or $3,171,408 o.s of that dAto. 

3. T'M deprcci~tion r~s(~rves o.s of December .31, 1950, shawn in 

i tCl:l 2 hercof, will come under Co pl.c..."l of nre::lo!'.ining 11£0" S% si:cldng .i\md 

cccr'.l.'ll mothod. Undor this pl'l.."l, 'I:rJ tleolroS of :poriodie Nvicws by tho 

COI:l~, t.".c O::'l.!l.UAl dcprcci:ltil,n accrual will be d.ctor.:l.ined by th~ gross 

c.oproc1ablc plant per bO¢ks lO:3~ tho then c;xisti:l.g cicprcciol tion 1"0sorve 

rclo.tcd. to the e:;tiI:l.:ltcd. cquivll10nt rO""'....:J.inil'lg life of said. doproei.::l.ble 

plo:nt ~"'ld cst~tcd. gross sclV:l.go, less cost of rCtlovCol. 

4. Under ~c forcgoil'lg 1,lAn no c.djustr:lcnts for oither deficient or 

cxo·:ssi'Vc depreciation. rosc!'V'o b:ll:l.."lces will be tl:l.do 1n the future thro'lgh 

Su...""P1us, or D:r1y IlCCO\lllt :lot cl:~sed as Q.:ls Dep:ll"tcent Oper:l ting Revenuo 

,.' ~ 
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Deductions in the Co~sion's present Cas Classific~tion of Accounts~ 

eveo. though tho 5% ~inld.ng fund c.ccru:.1 ::.cthod :ldoptcd herein be cho.:lged. 

5. The tote'll dipreci~ tiO:l .:lceru.:.1.!'or C;lCb. yc~ ~ for tho Pt\.e1!'ie 

COtlpc.~·fS G:ls Dc~tm.ent ~d for its 1/2 l.'"lterost in St.:l.ndArd. PtJ.ci!1c 

Oc.s Li:.es, Inc., rospoct1vely,w111 include: (.'l) i:ltcrcst ~t 5% on tho 

b.:l~C03 in the respective dopreci~tion roserves, mentioned 1n 1~ 2 
herein, ~ ot December .31 ot "th1C! next precodi:og ye~; ~"ld (b) .:.:muitics 

of su.ch o:o.O'Unt w t, coupled with sc.id i:ltcrest ~ccruals, tho S'.l:l ot 
tho fut111'C intoro~t end a.'"l.":Ility :.cc%"UAls p1U$ the thO:l ~l.:I.ncoc in soid 

rcspoc~Lvc doproc~tion rcso:rve~; will provide for the :fUturo dcprccJAtion 

of ~~e thon existing gross dcprcc~b1e p~t in accoraancc with its then 

estitl:ltcd rCl:lAining lifo oxpcct.lncy. 

6. Co~ will r.aint.:lin 'within its orgi1.."'lization a sWf which 

Will holve the duty of Col) pros.::nting 'by Doec::'ccr 1 Oolch ye:xr l'eeo:z:mlCndations 

ror proposed 'basic deprcci.:ltion :~.:ltcs tor the ensuing year for ~gc~nt 

::.pprow.l ~d Com:1.ssion rcViar. ilJlC. (b) mking the o.djust::len~ necessary 

as to composite ro.tcs 1:or Dcce:nb()r accounts of each C'ln'ont ye~, ~od 

on the bc.sic lives ~pprovod the preced.1ng yc:lr, with ~e objective that 

the a.ccrual :!'or the ye:xr Will bo ?ropcr~ weighted as to t\.ctual plant 

cMnecs during tho ye.u-. 

7. To expedi tc cocp1otion ot the pending ~ R2.to ~c (:"pplica.tion. 

No .. .3l466), it is stipulAted. thAt the :!'01l~_"lC rc~ining li.t'e 5% s1rJl<:ing 

to..."lo. dOFI~cio.tion .:umuitics on e.:.pit:l1 closed to l'r:i.:ll::.ry plcnt .:J.ccounts ~ 

of Dcec~r .31, 1950, c.rc roo.sonablo :.nd proper~ to be u:sed for the 

yC4r 1951: 

(b) For the co~' s l/~ interest in 
S~o. ~cii'ic Cic!l Lines, Inc. • •••••••• (67,338) 

(Red Fig;t:'c) 

To ,the .:leove i'~es tho.rc will be c.ddcd :lppropria. to o.:cnui tics 

O!l. OilS Dep3rt::lont (1) avcril.ge opor,::.tivo ",d.d.~:tion:: !or the ycc:r 19$1 .:.nd 

(2) pro r~:t.n o! comon utility pJA."'l.t. 

For tllt'.;l'C yec:~" hOi1evc~:" the po.:-tics llrC free to n.:.ko such 

ropresc!l.t:.tions .'lS to rc::Jai.."'lir.g lij~c oxpoctolncy = net so.lv:lgc a.s they 
~col proper c,!'tor 1'\n-t.~cr in,..·cstig::i~tion. 
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8. 'l'hic ::l.oJ:lor~du:'l doo:~ :'lot P'l%'port to cov~r the d.ota.il ncchrulics 

of co:::puting c.nnuitics for th(~ future" wr.ieh will bo the subject ot 
£urthcr conforences. 

9. Tho foregoing bo.sis o! p:::oovidins for c.epreci.ltion will o.lso be 

o.pplicd in principle With rasp,cct to other dGpo.rttlen~ of tho co~. 

D~tod o.t San Fra.ncisco on ~c.y 16, 1951. 

~ .... tto.eh::ont • 
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PACIFIC GAS AND ELECTRIC' COMPANY 
AND 1/2 OF 

STANDA.o:m PACIJo'IC GAS LL"JE, INC. 

SUM¥.hRY OF 5%REMA.INING LIFE A.NNUITY 
BASED ON PLANT CLOSED 'IO PRD'lAR.Y ACCOUNTS AS OF 12-31-50. 

Pacific Ca.~ ~"ld Electric Company 

5% Remaining Lii'e Accrual on Plant as of 
12-31-49, exc1. Topock Line (See attached sheets) 

Lees Interest on D~preciation Reserve, 5% on 
$54,l$9,674 - 12-31-49 . 

5% Remaining Lite ~w.tya.s or l2-3l-49 

A."'U'l.uit;r on Net Additions £·or Year 1950, 
5% S.F., including Topock Line 

Total 5% Remailililg Lite J~uity on Pacific Gas 3l.'ld 
Electric Cocipany Plant as '0£ l2-31-50 

(Pro rata or Common Excluded) 

Standard ·Pacific Gas Line 1 In,=.:, 

5% Remaining Lite I.r."luity - 1.2-31-50 

$:3,904,319 

(2,709.48.4) 

1,194,835 
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PACIFI C GAS MiD ELECTRIC COHPANY 
GAS DEPAImI.fN1' 

CAI,£ULATION OF !?f, R~INIOO LIFE ANUUITY ON CAPITAL 
A~ OF DEC~ 31, 1949 

: 
: Item =Dec.~. 194910eo.31, 1949:C01.l11"-<.!Ol,\ZI: anay ~t;.6 I \.n - \n 

7,\ In\ "'\ «\ (-\ (6) 

POODUCrION PLA~T - ACTIW PLANTS 
1002-(312) Structuros & Improvements $ 
1003-{342.3) stora.ge Equipnent other 
lOO4-{JlJ} Boiler Plant. Equi~.ent 
lOOS-{J14) Ot.hor power Equircoont. ) 
1.006-{319} Petrv1eUIfi Gas Equipncnt. ) 
looe-{J2J) Purificat.ion F.qut{mQnt. ) 
1C09-(325) Other pl'O<iuction Equirment 

Total Non-Landed-Act.iva Pbllt.S 

TRANSMISSION PLANT. EXCL. TOrocK &. STAN pAC 

20,515 $ 
87,689 

9,393 

229,162 

J,~('lt...-

2J.9.963 

4,459 $ 
20,652 
9,393 

52,894 

16,056 
67,037 

o 

176,268 

18.0 
24.0 
10.0 

18.0 

0.03555 
.022q7 
.ffl95t) 

.03555 

\> 571 
1,5'J6 

~,2..t..6 

756 2,41.8 6.0 .1JllOZ Y,o 
88,154 261,809 8,70,,! 

1101-{351,1» ~ 
1l02-{351,2»La.nd and Land Rights 9;21,,'111 343,373 .581 .. 398 18.0 0.0)555 20,669 
llOJ-(352} structures and JmprovernAnts b~3,249 499,£,$2 143,567 17.0 .OJS70 5,555 
1105-(353) Mains 3O,7aa,399 14,432,151 16,355,61.a 17.0 .• \))S'/O 6J2,964 
1106-(35/ .. 1) CompNSSOl' station Equipnent S92,728 655;350 237,378 12.5 .05949 14,122 
1107-(354.1) Odorizing Equirment 2l!t2,628 140,801 101,8_27 17.0 .03870 3,941 
1108-(354.2) Measuring &. Regulating Equip. 1,709,738 1tl9,237 1,520,501 16.5 • (}1 ... 044 ·Sl,4S9 
111)9-(354.) RQads and Tra.i1s 21;029 18 .. 612 2,417 18.0 .03555 86 
1110-(354.4) Other Transmissi.on Eq\rl~ni# I;ll4,)J4 65,136 48,598 15.0 .04634 2,251 

Total Transmission Plant l},J;36,S?6 16.34$.542 18,991,334 741,Q8.J e 
~~ 
",1iJ 

H OH 
~> ,.,.. 
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PACIFIC GAS /.lID ELECTRIC COHPANY 
JAS DEl'ARTIfrNf 

CM£UL!~ TION OF 5% RJo1.LI.INUn LIFE At~1WITY ON CAPITAL 
AS Of DECJ1.-J3E.1l :31, 1949 

(CONl'ThlJll ) 

: Remaining , RC'm&ining JReroainin~: 
Life ": Life r Life ~ 

&xpect- Annuity: Accrual-
: Item Mer : Rate : (3l =(51, 

(4) (5) 6) 
DIS'lRlBUTION PUNT 
1202-0,58) Structures & Iop1"'Ovements $ 8,51,369 $ . 650,009' $ 200,560 12.0 0.(628) $ 12, SOl 
120)-(342.2) Distri~ution storage Equip. 8,952;937 2,396,560 6,556,317 24.0 .02247 147,322 
1204-(359) Main~ 64,305j221 17,767,643 46,.537,584 18.5 .0)411 1,587,397 
1205-(360.1) Compressor station Equip. 3,915,171 2,136,153 1,779,024 10.0 .079~ 141;432 
12C\S-(J60.2) Measuring &. Regulating Mquip. 1,030,221 152,949 ~n,Zrl 13.5 .05362 1..7,039 
1207-(361) Services 31;9b1,?20 8,764;143 23,223,517 20.5 .02910 615,806 
1208-(362) Metors 16,936,821 4,828,580 12,108,241 19.5 .03141 381,046 
1209-(362) House Regulators 3,896,2)9 617,292 3,279,007 17.0 .0)870 126,898 
1210-(366) Other Prop.on Cust. Prem. 35,366 29,152 6,214 2.0 .48700 3,OJl 
1212-(368) Other Distrib. System Equip. 8S9,192 385.999 5031193 13.0 .05646· 28,410 

Total Distribution Plant 132,800,329 37,729,2$0 95,<Y/1,049 3,150,982 

GEUERAL PLANT 
1241-(371). Structures & Improvements 
1242-(312) Office Furniture & Equip. 
1243-{37S) Shop Equipment 
1244-(76) Laborator gquipment 
1245-(371) Tools and Work Equipment 
124,6-(:379) Hiscellaneous Equipnent 

Total General Plant 

39,091 ll,184 27,907 18,0 0.03555 
17,459 4,75S 12//01 13.0 .05646 
1,467 6)0 837 11.0 ,WO)9 

31,590 8,649 28,941 17.0 .03870 
29,141 1,798 27,343 23.0 ,02414 

___ 2=.::5~5 ____ ~3~ ___ ~25g _ ~_~.o .02247 
125,003 '4,022 9?,9S1 

TOThL (Excl. Topock & Stanpao) IM,612,171 54,lS9,99S 114Jll22,17J 

992 
717 

.' 59" 
1,120 

66> 
~ 

3,551 - . 
3 ,'X}4 J J 19 

tt. 

tit 

~ 
~t:t 
O'-~ 
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MEMORANDUM OF UNDERSTANDING 

REIJ..T!VE TO AHOR'I'IZATION OF 

ACQUISITION ADJUS~IT ACCOu'm' OF THE 

PACIFIC GAS JJro EtECTRIC COMPAln' IN RATE PROCEEDINGS 

Su~~lcmenting understanding reached between repre3entatives 
of the st~f! of the California ~olic Utilities Commission and the 
Pa~ific Gas and Electric Comp~1Y relative to depreciation practices 

of the company for its Ga.s !iepartmentl' a.s evid.enced oy ''MemorMd:um or 
Understar.ding" dated May 16" 1951, the within agreement was reached oj" 
:3Ud. re~resentati ve:; in respect to the allowance:s to be made in rate 

~roceedings of the annuu accrueJ. to the companyfs Reserve for 

Amort.izo.tion of Utility Plant Acquizition Adjustments, . all subject 
to formal a.pproval of the Co..":ld.ssion. 

1. In con!ormi ty with the provisions or the order or the 

Commi:::sion in Decision No. 4.:~826 Qtcd. Febru:n-y Jl:., 1950 (lI.9 C.P.U.C.386) 

the cOmp;l.Ily v.'ill .::.mortize over a period or !i1'tecn OS) years 'begi:rming 

Janu~ 1, 1950 the sum or ~l$,530,?lI.8.77, being the balance remaining 
:L."'l tho Utility PlAnt h.cquisition l .. djustment Account ~s of Dece::lber 3l, 

1949 foll~.r~s the reclassi£ication or the eo~'sentire p~t ~d 

prop~rty .'l.ccount CoS of th:lt dc.tc in :!ecord:::"''"lce With the provisions of 

the Comcicsion's Ur~fo~SJStc~ of Accounts for clcetric~ ~ g~ 

corpor~tions effective Jc.nun.~ l, 1938 c.Dd J:r.u~r.r l, 1949 respcetivcl1. 

2. Of the ::.n..'lUa.l anou.."rc of $l,03.5 ,396.60, being one-1'i1'teenth. 

o~ S.'l.id sum or $1~,530,948.77 ch~gcd to Account 537 - Uiscc~oous 

i-.mortiz:'.tion end credited to 1~hc Reservo tor J...:no~:'z.::.tion or Utilitj'" 

Pl'~.l~t :1.cq,uis1t:i.on Adjust:ncnt, 10% of $1,035,396.60 or $103,539.66 
will 00 recog--...ized m d allowed as c.n ~"'lr.Uo.l oper~ t~ revenue 

deduction ot the Gas Department c.nd the remaining 90% or $931,8$6.94 
t.s an \lnnuc.l operating revenue dClduction of the Elc,etric Department 

in ~ proceeding oei'ore the Commission :i.nvolviXlg the !ix:I.ng ~r adj'O!it1ng 

ot the rates ot said respective c.cp.::.r'ttlcnts. 

:3. I."'l eonsideration of t..""lc a.llawa.'"lce of the o.n:mal .lmort1zc.tiol: 

of ~~c Utilit,r ?~"'lt Acquisition !djustmcnt ~ccount.as ~ oper.'l.t1ng 
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rcvc~e deduction of the gos and electric d~~tmonts in rate proceedings, 

as provided for in P~agra?h 2 hcrco!', the COX~ w:l.ives clc.im to the 

incl\lOion '0£ art;{ p<lrt ~t its invcstt:l.cnt of: ~lS,S30,948. 77 ;i..."'l tho 

Utility Pl;l.."lt :.cCJ.uis i tion .t\djus tr.:iCnt .. i.ccount {.IS <l part of i te rate 

b<l~os in <l..V procoedir.g before t.i.c Co:mlission involvir.c the fixi.ng or 

:J.d.justinC; of the rates of said. rospective dop~"'1:mcnts.: 

l)<ltcd <It ~ Fr:mcisco on Uay 16, 1951. 


