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Decision No. 50148 
" " 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 

CITIZENS UTILITIES COMPANY OF 
CALI FOPNIA, a Calif'o'l'l'lia corporation" 

) 
· · ) 
· · ) 

for an order approving proposed account- : 
ing treatment of federal and state in- ) 
come taxes as affected oy accelerated : 
amortization of certificated defense ) 
f41cili ties. " : 
--~----~~~-----~~-~---) 

Application 
No. 35442 

,/ 

In this applica"tion "ci"tizens Utilities Company of California. 

requests approval of its proposed eccounting treatment With respect 

to deferments of' t~xes on income r€sult1ng from accelerated amortiza-
tion, for tax purposes, of an investment in certificated"defense 
facili ties. 

Under the provisions of Section l24-A of the United States 
Internal Revenue Code, any t~ayer who has received a certificate of 
necessi ty from the defense .;luthori ty for the construction of emer-
gency facilities may amortize the cost of the ftlc11i ties" for tax " 
pu~oscs, over a p€riod of 60 months, in lieu of taking depreCiation 

over the estim~ted life of suCh facilities, and thereby realize 
reductions in taxes on income during the period of ~ortizetion. 
Applicant, in Exhibit C att~ched to th~ application, lists cer~ir1-
cates permitting the r~pid amortization of $382,994.28 ofexpend1tures 
for emergency facilities. 

Applicant reports that in preparing its federal and state 
tax r~turns based on incom~ earned in the year 1952 it claimed 
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. accelerated amortization in lieu of normal d~preciation for the 
certificated facilities. It may claim similar deductions in prepar-
ing its tax retur.ns for 1953 and subsequent years. It proposes to 

account for the reduction in t~xes based on income by Charging to ~ 

income account, during the period of accelerated amortization, the 
reduction in taxes and by crediting the s~e to a special reserve 
account. Following the close of the ~ortization period it proposes 
to draw down the balance in the special reserve account by crediting 
to current income en amount. equal to the ar...nual increase in taxes 
based on income during the post-amortization period, which increase 

. will result from the fact tho.t normal depreciation on the emergen.cy 
facilities cannot then be deducted. Applicant asserts tbet the 
utilization of the necessity certificates Will enable it to reali~e 
~dditional working funds through inter.na1 sources. 

The accelerated amortization provisions of the Inte;rnal 

Revenue Code do not relieve the utility from the p~y.ment of income 
taxes; they merely defer payment to a lat~r date. The effect of 

applic~trs proposed accounting treatment is to Gliminate the fluctua-

tions in the income account which would result from the defer.ment of 
t~~es to a subsequent period and to state the net income, during both 

the amortiz~tion and the post-amortization periods, as if the 

certificates hed not been accepted. 

We have reviewed this matter and are of the opinion that 
applicant's proposed accounting treatment Should be authorized. 

The Commission having considered the above entitled matter, 
:m.d being of the opinion that a public hearing is not necess&.ry nnd 
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. , 
that the application should be granted, as herein provided; there­

fore" 

IT IS HEREBY ORDERED as :follows: 

1. Citizens Utilities Company of California, in accounting 

:for reductions in :federal and sta.te 1ncome t~es arising from the 
exercise of necessity certificates permitting the accelerated 
amortization of defense facilities, is authorized: 

(a) To establish ond ch:.rge Income Account No. ,05A" to be 
entitled ProVision for Deferred Income Taxes, ond concurrently 
establish ruld credit Balance Sheet AC'count No. 174A, to be entitled 
Reserve for Deferred Income Taxes, w.!. th the ilfores~.id :federal and 

state 1ncome true reduction :for 1952 resulting 1'rom accelerated' 
~ortization 01' sa1d certificated defense facilities, and to make 
simil~r entries for each year thereafter during the period o:f accel-

er~tod mnortiz~tion covering the reduction in :federal and state income 
t~es resulting from the deduction :from taxable income of the excess 

of such accelerated zmortization over normal tax deprec1~t1on; ~d 

(b) Following the expiration or earlier termination of such 
~ortization period, and continuing until the balance in said Account 

No. 17M has been exhausted" to charge said Account No. l74A·~d 
concurrently credit said Account No. 305A, with on ~ount equal to 
the increase in federal znd state income texes resulting from the 
reduction in the mnount allowed for depreci~tion for tax purposes 

due to said ~ccelerZ'.ted amor.tizat1.on. 

2. Citizens Utilities Company of California shall file 
I·' ~ " 

with ecch annual report to the Commission a st~t~ent sho~ng for the 
" 

accounting period in question and for each necessity certificate the 
I 

normal depreCiation expense ~ssignable thereto, the amortization 
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clatmed tor tax purposes, tbe resulttng t~x def~r.ment1 and tb~ 

accounting tor these tax deferments. 

3. Property 1n respect of which s~id necessity c~rt1f1-

C<ltes are 1ssut:d shllll be accounted tor in the S2lne manner :as' ,other 

property and deprec1at1on for sueh fae111 ties shall b~ o.c,crued at 
normcl rates. 

4. The authorization heretn gr~ted is for accounting pur-

poses only. The Commission reserves the ':ri:gh.t to determine how the 

deferred taxes may be treated in any future""rate making proceedings 

which may come before 1 t. 

5. The <luthor1ty herein granted ~ll become effective 

20 days after the date hereof. , ' 

Do.ted at s~ Fr~cisco~ California, this 
.-/1-
)t ... day of 

June), 1954. 

Commissioners 


