
Decision No.4736jL ORIOINAL 
BEFORE THE PUBLIC UTILITIES CQr·:J;D:SSION OF THE STATE OF CALIFORNIA 

In the Matter o,r the Application of ) 
PACIFIC GAS AND ELECTRIC COMPANY for ) 
an order of the Public Utilities ) 
Commission of the S~ate of California) 
under Section 63 (a) of the Public ~ 
Utilities Act authorizing applicant } 
to increase its e1~ctric rates and J 

charges in the mannE:ir and to the ) 
extent herein stated'.. ) 

Application No. 32589 

SECOND INTERIM OPINION AND ORDER 

. At the public rearing on June 1$, 1952) on the above

entitled application, a memorandum ~)f understanding relative to 

depreciation practice! of, the Pac~fic Gas and Electric Company> 

Electric Department., was received in evidence as Exhibit No. 90. 

A copy thereof is attached to this order as Exhibit A.. This proposed 

agreement between the Commission's staff and the company on the 

matter therein spElcified was· submitted to the Commission for 

conSideration and approval. The net effect of these understandings 

after income tax adjustnlcnts, if approved by the Comr:~ission,. is to 
", 

:-educe applicant's electric· rate increase request by approximately 

$4,000,000. 

Counsel for applicant requested that the Commissio.n act 

promptly to approve this agreement in order that the revised 

depreciation rates ,and method may be applied to the books of the 

company retroactive to January 1, 1952. 

Counsel for the Commission's staff conl!r!unicated with all 

appearances J! in this proceeding and received no objection to the· 

17 Refer to letter filed as Exhibit No. 91 in thi s proceeding and 
~he canv~ of parties in attendance, at hearing on ~~y 22, 1952. 
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adoption of the understanding relative to depreciation practices. 

7he CommissionTs staff. in its analysis of the electric operations 
.' 

of the applicant had used the resulting lowel,'" depreciation allowances 
0' •• j • 

in determining the company' searnings and the sta.ff' coun.sel joined 
.. ' .' 

~ 

in the, company's request for an early' decision on the subject. ' 
, .. I," 

After considering the proposed o.greement, the Commission, ' 

finds the same t,O be in' the public,' interest ~p.d approves it, 

ther.ef'ore; 

,0, • 

.. 
IT IS HERBBr ORDERED that Pacific Gas and Electric Company 

is authorized and directed to carry out the terms and provisions 

of: "Memorandum of Understanding Relative; to Depreciation ~ractice, 
,,' .. 

I 

Pacific Gas and Electric Company, Electric Department~, received 

in evidence as E:chibi t No. 90 in this proceeding, a copy of which 

is attached heret.o as Exhibit A. 

The effective date of this order shall be twenty (20) days 

after the date hereef • 

. Dated" ~t~~4";U' California, this 3o-!.R day 

of ~'1952. 

Commissioners. 

C 1s .. lro "'r ~\'lBtUIJ !. Craemer ....... :. .. -. '.' O~ .,.1, n ............ ___ •••. _. '." I1UJ.Xlg 

n¢ccs$$.ri l;' :l,-;:'::;cnt. did net Jlo.rtici~te . 
ill. tho d1s:posi t10n of tllia ;procGed~. 
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:ooIIBIT A 
Pa.ge 1 of 6 

MEMORA.~UM OF UNDERSTANDING 
REUTIVE TO DEFREC~J:ON PRA~TlCE 

PACIFIC GAS AND ELEC'XRIC COHPANY 
ElECTRIC DEPARTMEN':r 

1. Fol1ow:Lllg c,~ns1derQ.tion of the history c.nd present basis of 
depreciation accrunl for Pacitic Gas and Electric Company's Electric Department, 
the 'Io.'i thin a.a;reement ,~ reo.ched bC'tveen representatives of the sto.tt of the 
C~1torn1a Public Utilities Commission o.nd the raeitie Gas and Electric Company, 
a~ to, ,calculation of deprecic.tion nrmuity tor Electric Depo.rtulent properties, 
begil:lning Januory l, 1952, all subject to formal o.pproVt;Ll of the Commission: 

2. 'As of December 31, 1951, the book depreciation reserve for the 
Electric Department is $205,955,706.85. 

3.,.. " Tbe de}:,recie.tion reserve as of' December 31, 1951, specified in 
Paragraph 2 herein ~11 come under the "rema1ning life" 4~ Sinking tund accrual 
method. Under this pla.D., 'beginning as of Jo.'tJ.:lJuy 1, 1952, 'by means. ot periodic 
reVieWs by the COlllpazly, the annual depreciation accrual Will be determined by 
the gross depreciable plant per 'books leas the then existing depreciation reserve 
related to toe esttmated equivalent remaining l1te of said depreciable plant 
e.nd est1ma.ted. gro.ss salvage, less coot of rexnovol.. 

4., Under the foregoing plan no adjustments for either deficient or 
exeessive deprecil!l.t1on reserve balances will be made in the future tbrough 
Surplus I or any account not elOoSscd e.G Electric: De:partment Oper(l.ting Revenue 
Deductions in the Commission's present Electric Class1~icat1on of Accounts, 
even though the 4~' s1l:lk1ng :t"und IloCCX'Wll. method ~opted herein be ehSllged. 

5. The tO~Ll depreciation accrual tor each year, for the Pacific: Companyts 
Electric Department will includ.e: (a.) interest at 4i'on' 'the 'ba.l.e.nce in the 
depreciation reserve, =entioned in Paragraph 2 herein, as of December 31 or the 
next preceding yeO.%'; a.nd. (b) annuities of each amount that, coupled. with said 
interest c.ccruals, the sum of the future interest and annuity accruals plus 
the then balance 1u oa1d depreciation reserve Will proVide tor the future 

. deprecia.tion ot the th~~n existing grOSl3 depreciable plant in Q.ccordlUlce 'With its 
th~n eGt~ted remaining l1fe expectancy. 

6. Company Will maintain wi thin its organization a start vb.1cb Will have 
the duty of (a.) presenting by December 1 each yee.r recommendAtions for proposed 
basic depreciation rates for the ensuing year for Management approval and 
Commission reViev and. (b) making the adjustments necessary as 'to"'composite rates 
for December aecounts Cit each current year, based on the basic lives approved 
the :precee.1Dg yea:r, with tbe objective t!'lat the e.ecrutU. tor the yee.r ViU 'be 
;pro;perly veigb.ted as to, actuoJ. pla.nt coonscs d.'I.l!'1:c.g the year. 

i. To expecU.te completion of the pending electric rate·.proceeding 
(Appli~at1on No. 32589), the annuity for tbe year 1~52 co~,uted ~s indicated in 
this ~a.graph Vill be considered to 'be in compliance nere-:,rt th . and a.~cord1ugly 
~t is s.tipula.ted tha.t the remaining life 4~ s1tl.1ting f'.md d.evre~1ation annuity of 
$11"922,778,, on c:a.p1to.~ closed to pr1:lrJary plant IlCCO\:..~,t3 a.s of December 31, 1950, 
(and e.G show in deto.il by at~cbment hereto) is rel1so::ul.ble, and properly to be 
used as a ba(Je for cal~~.ua.t1on of the a.:c.:c.uity tor the :'fear 1952.. To this figure 
there Will be a.dded. a.pp:rOl'r1o.te annuity a.:nounts tor: (1) plant adrlit101l8 tor-, the 
year 1951 and ~verage ~Qr 1952, and (2) pro rata of common utility plant applicable 
to the Electric De:vo.rtm(~nt. 



EKHIBIT A 
Page 2 of 6 

8. For :f'uturl~ yes:r, hO''''evcr, the pa.rt1es are tree to make such represen.' 
ta.t1ons &8 to rema.1:o1ng lite expectancy and net salvo.p:c as they feel proper 
a.fter further inves t1go. t~.on. 

9. This memorandm does not p1.ll'J?ort to cover the det9.11 m,ecban1cs ot 
computing annuities. tor '~he ·tut'llI'e, whic::h will be the cubje~t ot :t\lrther 
conferences. 

Da.ted at San rTnncisco on Me.y21, 1952. 
Attachment. 



PACIFIC GAS AND EIa::TRIC CC&lPANY 
ELECTRIC DEP ARTUE2lr 

CAI£ULATlOO' OF 4$ REllAINING LIFE ANNUITY CN CAPITAL 
A~ G.F DECF.J.IBF~ 31, 1950 

Account 
Co~No. CPUC No. Item 

PROOOGTICtl PLANT 
STEAIl PROOUCTlOO: 

51 
52 
53 

311 Structures &: Impr-oyemE!nts 
312 Boiler Plant. Eqq.:i..i..~el1t 
313 Engines & Engine Dri vep ) 

Generators ) 
314 Turbo-Generat.of Units ) 

Q'e precia ble 
Plant 

12/31~50 
(1 

$ 16,097,912 
60,834,322 

59~065,261 

Equiv~len~ 
Depreciation Re-maining 

Reserve Net Ufe 

12(~y50 Ba.lanc~ Expectancl 
(3)=(1)-(2) (4) 

.. 1,458,970 $ 14,6)8,942 34 
9,988,957 50,845,365 19 

1..4,2)),855 44,831,406 20 

Sheet 1 of 4 
Remaining 

Ufe Remaining 
Annuity Life 

Rate Accrual 
{5} (6);;(3)x(5) 

0.014315 $ 209,556 
~0J6139 1,8)7,501 

~O33582 1,505,528 
54 
55 
56 

315 Accessory E1ee l ~qip. ) 
316 Vise. Polter Ptaq'" Eq~p. 2,253,886 617,098 1,636,788 15 .049941 81,743 

$138,251,381 ,26,298,880 1111,952,501 13,634,328 Total St.eam PNduc t.ion P~ant-

HYDRAULIC PROOOCfrON: 
75 320 Land &. Land Rigb:it,s 
76 321 Structures & lmp:rovements 
77 322 Darns &. Reservoir;;s 
78 322 ViateTWa)'S 
79 322 Forebays 
80 322 Penstocks 
81 322 Tailraces 

$ 8,311 $ 1,007 & 7,224 23 
'21,448,100 3,170,677 18,277,431 31 
57,862,255 3,860,773 54,001,482 51 

114,531,271 7,8)1,310 106,699,961 41 
5,)00,400 520,000 4,780,400 48 

24,:381,162 4,7(YJ,41? 19,671,71,5 27 
2,687,848 217,90:} 2,469,939 40 

.027301 $ 197 

.016855 300,066 

.006259 337,995 

.007522 802,597 

.007181 34;328 

.021239 417,800 
,010523 25,991 

82 323 l1aterMhee1s J Tu~bine s &. ) 
Generators ) 42,014,629 9,OlP,7)5 33, CX)J, 894 22 .029199 963,681 

83 324 Accessory Elec. Equip. ) 
84 325 1lisc. Power Pl.at-Lt Equip. 
85 326 Roads, Ra ilr9ad:::. & Bridges 

TI."tal Hydro Prod! c:tion Plant. 

985,391 472,863 512,528 9 
4.920,003 454,209 ____ 4.465,794 __ ~ ____ _ 
- --- --- A ___ .- ~Ah ~243,890,39g . 

.094493 48,430 

.014315 63,928 
1:3,003,02\ 

!~ 
o~ 
t-\> 
~ 

. . ' 
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V' 
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-
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PACIFIC GAS AND ELECTRIC COMPANY 
EliC'ffiIC DEP~ 

CALCUlATION OF 4~ ruMAINING LIFE ANNUITY ON CAPITAL 
AS OF DECEMBER 31, 1950 

(Continued) 
_______________ 4 ______________________ 

.-" Equ~valent 
Depreciable Depreciation Remaining 

Account Plant Reserve Net Life 
Co.No. CPUC No. Item - 12f~)/50 ....:El31!50 Balance Ex~ctancl 

(2) 0)=(1)-(2) (4) 
INTERNAL CCMB~~TION ENGINE: 

34 91 331 Structures & Improvements * 21,375 $ 2,339 $ 19,036 
92 332 Fuel Holders, Producers 

& Accessories 1,332 -. 680 652 5 
93 333 Internal Comb. Engines 61,393 34,030 ~7,·363 7 
9lJ 334 Generators 24,211 13,120 11:,091 7 
95 335 Accessory Elec. Equip. 10,828 1,509 9,319 1. 
96 336 Misc.Pover Plant Equip. 7 1040 3,!491 32"919 3· 

Total Internal Comb • Engine Plant 126,179 55,169 71,010 
; ; 

Total Depreciable Production Plant 412,516,938 56,603,029 355,913,909 
.. 

TRANSMISSION PLANT; 
102 342 Structures & Improvemp.nts 4,755,540 1,295,061 3,460,479 21 
103 343 Station Equipment 51,122,784 10,63/' ,460 41,088,324 26 
104 343 Pover Plant Step Up Trans. 19,181,053 3,724,364 15,456,689 26 
1~5 344 Tovers and Fixtures 29,136,316 3,295,008 26,441,308 36 
106 345 Poles and Fixtures 10,171,024 3,538,770. 6,638,254 2~ 
10.7 346 o . R. Cood. & Dev. -Tower 25,408,733 3,415,979 21;93~,754 23 
108 346 O.R. Condo & Dev.-Pole 13,604,019 4,919,654 8,624,425 19 
109 347 U.G. Conduit 1,406,253 109,981 1,296,212 23 110 348 U.G. Condo & Dev. 1,530,739 163,550 1,367,189 23 
112 349 Roods a.nd -Trails 1 1 516 1545 50i.t~3 lz075z282 20 

Total Transmission Plant $159,099,066 $31,718,090 $127,380,976 

Sheet 2 of " 

Remaining Reoaining 
Life L1,fe 

Annuity Accrual 
nate 
(5) (6)c(3)x(5) 

.01"·315 $ 212 

• 18!.627 120 
.126610 3,4.64 
.126610 1,404 
.126610 1;180 
.320349 - 1,137 

7,577 

6,644,926 

O.03i28<j 108,244 
.022·567 92.1,240 
.022567 348.,81;1, 
.OI2&i1 31iO;7li9 
.031280 20'] , 6fJ 5. 
.027309 598,962 
.036139 311,678 
.027309 35i400 
.027309 37,337. • 
.033582 36;·110 

$2,952,176 

i 
~-

1~ 
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PACIFIC GAS AND ELEG11HC COHPANY ",.; 
() 

ELECTRIC DEP ARTMEUT \0 

CALCULATION OF 4% REMAINING LIFE ANNUITY ON CAPITAL 
AS OF DECFJ.ffiER 3Iz 1950 
~Continued) Sheet 3 of 4 

--------- e FIluivalent Remaining 
Depreci&b1e Depreciation Remaining Life Remaining 

Account Plant Reserve ?let Life Annuity Life 

Co.NQ. ~No~ ~ 12/31f~O 12/31/50 Bdlance Ex~eotanc~ Rate . Accrual . 
(1 (2) (J)={1}-(2) (4) (5) (6)=(3)x(5: 

DISTRII3TJrION PLANT; 
201 351 Structures & Improvements $ 8,789,280 $ 3,057/J23 $, 5,7)1,557 18 .038993 $ 223,491 

202 352 Station Equipaen~ 61,491,340 18,/~6,199 43,045,141 21 .031280 1,346,452 

203 353 Storage Battery Equip. 
204 354 Poles,Tovers & Fixtures 69,542,707 22;359,342 47,18),365 15 .049941 2,356,384 ,if I 
205 355 O.H. Cond. & Devices 57{)09,403 20,241,696 37,667,707 17 .042199 1,589,540 .") 

206 356 U.G. Conduit 1),364,566 2,'197,886 10,566,680 24 .025587 270,370 
'::4 

2fYJ 357 U.C. Condo & Devices 17,262,404 4,698,107 12,561.,297 "19 .036139 454,061 

208 357 Submarine Cables 893,152 4(Y),895 483,257 7 .126610 61,185 H) > 

209 358 Line Transformors 73,284,292 14,089 .. 675 59, 194j617 20 .033582 1,987,874 0-

210 359 Services - O.H. 13,229,276 2,99S,841 10,230,435 17 .042199 431,714 

211 359 Services - U.G. 4,391,512 1,918,256 2,473,256 13 .060144 148,752 

212 360 Meters 24,764,728 6,669,165 1S,o:J5,56) 19 .0)6139 653,956 

213 361 Insta11.vn Oust.Premises 555,21) 272,042 28),171 8 .1OS528 30 .. 732 

214 362 Leased Prop.on OUst. Premises 5,702 174 5,528 14 .054669 302 

215 363 St.Ltg.& Sig.Sys.-O.H.Cond. 1,735,807 367,286 1,368,521 17 .042199 57,750 

216 363 St.Ltg.& Sig.Sys.-Cond.& Cable 1,418,644 625,984 852,660 9 .004493 80,570 

217 3bJ St.Ltg.& Sig.Sys.-Lamps & Equip. 4,918,780 1,723,889 3 .. 194,891 17 .042l99 1J4)~21i . 

218 363 St.Ltg.& Sig.Sys.-Electro1. 857,CfJ4 349,SS3 507,511 14" .054669 Zl,'J45, 

219 363 St.Ltg.& S:ig.Sys.-Substa.Eql1ip._~91~712 . 81,395 1101 117 1J .06OU4 6 1615 e 
Total Distribution Plant $354,667,612 $101,1o:J,1)8 $253,558,474 $9,862,334 
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PACIFIC GAS At:D ILl crEllC .001 rAt:'! 
J ELEGI'RIC LEI A...'lTLENT 

CALCULA1'lCN ('F 4% M3.Itm:< LIFi: A?~t:UITY eN CAPITAL 
AS OF D~E1.BIR 31, 1950 

--------------------------

Account 
C9,NO,-CHJCNo; ---Item 

GE:.{ffiAI. : 

Depreciable 
Plant 

12/31fO 
(1 

Depleciation 
R(serve 

12/31f50 
(2 

, Ket 
Balance 

(J)=(l)-{2) 

r:quiv.alerit 
Rerraining 

Life 
Expectancy 

(I.) 

Sheet 4 of_4 
Re;~aining 

Life 
Annuity 
Rate 

(5) 

Remaining 
.. Life 
Accrual 

(6):(3)x{ 5) 

254-- 371 StructureS & In;pr.-Office \. '375 $ 11 $ 
3,735 
2,703 

'364 
19,220 

6,532 

'2!) 
22 
12 

O.OI8eSO 
.029199 
.066552 

.... 7 
561 
435 

257 371 II II -Eisc. 22,955 
25e 372 Office Furniture & 9,235 

Fixtures 
259 375 Shop Equip.:":1Cnt 1,110 
260 376 Laooratol'y :lquipment 189,603 
261 377 Tools &: ~{ork ~uip!1ent 902,29S 
262 379 Miscellaneous Equi~ent '. 121092 -

Total General Plant i·l,lJ7,625t 

185 . 925 15 .049941 " 46 
26;959 1£.2,644 16 .045S20.1,452 

172;815 -729,483 ,14 .054669 39,800' 
2.2.970____ 9~0']9__ 13 _ .0901~L __ '·ill 

2(YJ,37e 928,247 - - --- ~ 48,927 

~ _ c J ,.., 

'lVTAL m,rRECIABL~ EI-~TRIC FLANT $921,421,241 i18~,639J635 $731,781,606 
,. -... - . ...; 

&19,508,363 '> ';. 

.... - - . " . .;' ... 

Less 4% Interest on Reserve ·7~~S5.$g2 

rurAL 4% SU.'KUD FUND AJJ-lUIT¥ ",il, 922, 778 

"l~ ll-Ei't 
--.O\tiJ 
~ 

o ......a' 
~-,. 
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