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Deci sion No. 5V660 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 
of SOUTHERN CALIFORNIA GAS CO~~ANY 
for a general increase in gas rates 
under Section 63(a) of the Public 
Utilities Act. 
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· · ) 
· -------------------_. 

supPLEMENTAL OPINION 

Application 
No. ~299 

By Decision No. 44850, dated October 3, 1950, as amended by 

Decision No. 45438, dated March 9, 1951, the Comr:lission authorized 

Southern California Gas Company to record certain joumal entries on 

its books to carry out the provisions of a me::::.orandum of understand-

ing relative to depreciation practices. The entries thus approved 

resulted in a reduction of $18,942,000 in the depreciation reserve 

account as or Decenber 31, 1949, with concurrent credits to the 

following accounts: 

Earned surplus, rcpresimting the difference 
between actual charges for the Dl'mual 
depreciation provision in 1949 ~d the 
amounts which would h:!ve b0en charged 
under revised dcpreci~tion rates 

Reserve for retirement of Aliso gas plant 
Reserve for writing off intangible capitcl. 

a.'1d stock expense 
Reserve for writing off ~cquisition 

adjust::lcr.. ts 
Reserve tc~ possible tax defiCiencies for 

t.":te ccl End:).r years 1945 through 1949 
Reserve !"or in!>'J.rnnce 

TotrJ. 

$ 3,000,000.00 
3,942,000.00 

1,232,861.4S 

4., 7$$, 687.45 

3;~ 363,000.00 
2.565,451.07 

$18.942,000.00 

It ~""'.:1s sto.ted in the memorandum th~t the differences 

between the acquisition o.djustm.ents mld the tax dericiencies~ on the 

one hond,;> ond the :mounts thus set up in reserves, on the other hnnd, 

upon o.ctual determination, will be disposed of through surplus. 
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Applic.mt now has filed proposed joumcl entries to mclce 

fino.l disposition of reserve bCllances and to rec1nssify its plant. 

accounts to ~ original cost basis. It seeks the Co~ssionrs 

approvo.l of the entries. 

It appears· that the requirements to write off the recorded 

bal:mces representing the investment in the Aliso mcnufactured gas 

plont :md in i tans of intangible CD.pi t.:l1 and stock expenses o.re the 

smne as the <lI!l.ounts appearing in the reserves set up to o.bsorb them. 

so that t..'1ese two reserves 'Will be eliminated in their entirety. 

As to the recorded plm'lt accounts" applicant has filed on 

originru. co st study of its properties which has been reviewed by the 

staff 'With certcin proposed revisions. The study proposes reductions 

in the plc.nt accounts in order to reflect orig1no.l costs whic..'1 will 

require a Charge against the reserve for acquisition ~djustments of 

$2"2.32,, 718, le~lVing a balonce therein of $2" 555,,969. 

With re~cct to the reserve for tax defiCiencies" applic~t 

h~d accumulated therein a total of $5"393,,283,, including the 

$3,,363,,000 credit ariSing from the memoran~ of understanding. It 

now reports th~t its deficiencies in taxes for the years 1945 through 

1949" inclusive, have been determined to be $1,,764,,062, leaving a 

bolonce in the reserve of $3,629,221. 

By the proposed journal entries applicant 'Will restate its 

plant ~ccounts on on originnl cost basis ond W'ill eliI!linate all items 

of ~cquisition ~djustQcnts from its books) e.s well as its monufac-

ture<l gas production plant and all items of intcngible cc.pitc.l, 

excopting the recorded cost for fr.:nchises. The entries W'ill dispose 

of four of the special reserves which wore set up in accord~ce with 

the memorandum of understanding one. will result in th~ transfer to 

Stlrplus of ll."luseC. balances in such reserves in the omount of 

$6,lS"5,190. 
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FIFTH StrPPLFMENTAL ORDER 

Tho Commission h~s reviewed this matter :md is of the 

opinion that the proposed journ<ll altries should be approved; there-
fore, 

IT IS HEREBY OBDERED '::'5 follows: 

1. The Public Utilities Commission hereby approves, for 

~ccou."'l.ting purposes, journal en tries 1 to 9, inclusive, su1:m1 tted by 

Southern C.::.lifor.nia Gas Co~pany uneer dcte of Septeo'ber 22, 1954, to 

ref'lect the reclo.ss1fication of its plml t accounts to :::n orig1nzl 

co tit basi 5 ~"ld to record ac!justm.;n ts in 1 ts several reserves, ond 

hereby authorizes Scuther.n Co.lifor.nia Go.s Co~~~y,to enter such 

en.tries on its books of account. 

2. The action t~en herein shell not be construed to be a 

findinB of the vo.lue 0 f ~pplicon t' s plml t. 

3. The authority herein gr~ted will become effective upon 

the d~te hereof. 

I tj tL Dated at Son Froncisco" Californi~, this _~ __ day of 

October, 1954. 

Cotlmi s sion ers 
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