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Decision No. 50723 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALlFOR~!A 

In the Matter of the Application of 
SOUTHERN CALIFORNIA EDISON COMP~~y~ 
for an Order of the Public Utilities 
Co~~ssion of the State of California 
prescri bing certain forms of accou..."l ts 
to be kept by Applicant with resp~ct 
to Federal and State Incom~ Tax 
3llow~ces rolating to elective 
accclcrntcd amortizntion of emergency 
defense facilities sp~cified under 
the Intem:l1 Revenue Code. 
--~------------------

· · ) 
· · ) 

Application 
No. 3587l 

Southern Cclifornin Edison Comp.:my, applic~nt herein, is a 

C.:G.iforni:l. corporation e.."lgag0d in the busin(:ss of gen0ro.ting, tr:ms-

~itting and distributL~g electric cn~rgy as 0. public utility in the 

con trn1 ond southern portions of the State of California. In this 

application it requests Co:::J:n.ission approvol of its proposed accounting 

tre~tment with respect to doferments of t~cs on income arising from 

~~e accelcro.tod ~ortization of its investment in certificated defense 

facili tics. 

Under the provisions of Section 168 (old Section l24A) of 

the United States Internal Rev~~uc Code, mace applicable to the Cali-

fornia Corporation Income (Fr~~~ise) T~ by the California R~vcnuc 

and Taxation Code, Section 2412lh, ~y to.xp~yer who has rec~ived a 

certificate of necessity from the Defense Production ACrninistro.tion 

for the construction of amergoncy facilities m~y, at its election, 

~cce10rute for income tcx purposes ove~ a period of 60 months the 

~ortizotion of th~ portion of the cost of such facilities eeter.mined 

to be .:>.ttributable to cefense purposes, in lieu of toking normo.l 

.:.1low~ces for doprecin tion, ::.ncl m.:lY elect, ~t .:my time prior to 
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co~p10tion of fUll ~ortiz~tion of such f~ci1itics, to ciscontinu0 

such ~ccc1crated ~ortiz~t1on. 

App1ic~t reports th~t it h~s received certific~tcs ~uthor-

izing it to acce1er~tc, for feeercl ~~ st~te inco~e t~ purpos~s, the 

amortiz~tion of its investment in electric f~cilitics ~s follows: 

Percento.gc Estimc.t~d 
Ccrtificc JImOU!" .. t whi ch 

Estimatec. for may be 
Fr!cili ty· . Cost A.~o rti zn ti on A."Ilort1zc<! 

Etiw:n(~:J. St~rur. St~tion $ 
i~o.::;tc <.'1.isposal fnci1i tic-s-

35,182,000 40% 814,072, SOO 
Etiw;mdn 1,076,000 40 430,400 

Fuel Oil Line-Etiw~da 2,525,000 40 1,010,000 
T~~smission lines fro~ EtL~~d~ 2,681,788 40 1,072,715 
Center Trnn~-ission SUbstntion 4.) 773,548'* 20 954,710 
Transoission Lines to Center 
Substntion 1,249, 958~!- '20 . 249,992 

1~te1opc Tr~smission Substo.tion 2,091,662 40 836,665 
Fnci1itlcs to Serve: 

Northrop Aircrnft Inc. 
Conso1idnted Vultee Aircro.ft 

28, 039~' 20 5,607 
Corp. 65,697--':'0 35 22,994 

Redondo No.2 Stc~ Station 25,085,150 25 6,271,288 
E1 Segundo Ste~ St~tion 23' 668· 890 30 7,100,667 , 6' ~8 Lnguno. Bell Substation 2,92 ,70 40 1,170,715 
ChL'"lo-Gnncsha. T~onscission line 91,364 40 36,546 
Antelope-Piute Tr~smission 
Line 94,7$7 40 37,915 

Vcmilion Vo.ll,ey Reservoir $,652;,$05 30 2,595,842 
Center Substo.t:Lon 147.,56$ 40 59,027 
Barre-Vi11o. Pnrk-Fo.irview-
Irvine Tr~smission Line 72,882 40 29,153 

Totals ~1102~1.2~~26 !~~~ ~ 227 ,036 

* Recorded costs to 12-31-53. 

On its federal income tax retur.n for 1953 app1icant t s 

c1~~ed deduction for o.ccclerated amortiz~ticn of certificnted fo.cili-

ties exceeded th~ c:nount c.llowo.b1c through the use of normc.1 c.eprecio.-

tion rates by the ~ount of 8214.,105 resulting in u reduction of 

$111,335 in the federal income t~ otherwise po.yo.b1e for 1953. An 

idcnticc.1 deduction Wo.s c1nimed on the Cilifornic. B~k ~d Corporntion 

Fronchis0 Tax return. App1ic:"'''l.t re,orts th~t for the yeD.r 1954 it :r...:!y 

c1o.~ deductions in the amount of $3,129,000 on cc.ca of the two 

~cturns, which would result in ;m esti!ll.:lted rec'!uction of $1,631,000 in 
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the feder.:.l <md stcte toxes on inco!:'le otherwise pn.yable by appliccnt 

for 1954. 

Applic<mt reports thAt it has not as yet mace entries on its 

books to reflect the c.efement of tax payments. It proposes" with the 

approvcl of the COIrJ"".J.ssion" to ch~rge to en income Q.CC01.mt during the 

period of accelero.tcc ~ortization the ~01.mts of the reductions in 

fcdcroJ. end st~tc to.xcs based 0:1 incomc one to croCi t th~ somc to a 

reserve a:coun t. Following the close of thE: e.mortizotion ~erioc it 

proposes to craw down the bclcnce in ~~c reserve account by crediting 

curren t income" ~c. chargi!'lg the reserve, wi th ~ ~'1loun t each year 

cqU.ll to the increases in taxes which will result from the fact thc.t 

no!'mru. dcpr ecic tion on th~ em.crg~cy f.:lcili ties cc...'"U'lot th en be ~.ec":uct.C'(!. 

The primo.ry effect 0 f such o.ccelcr.:-.t0c omortizati~,n of the 

investment in certific~ted defense facilities is to ~efcr for a perio~ 

of time the payr:lcnt of fec.erD.1 .:me: state t~es bOosed on income by 

roc~ucing the :lInount of such t~es po.yn.ble cu,ring the Cl'!'!ortization 

perioc! :nc. incrco.sing the a.mount of such taxes ot..~erwise pZlyc.b1c 

there~ftcr during the life of the facilities so amorti,~ed. The aggre-

gate amou.""l.t of such taxes which , ... ould be paid over the entire period, 

other things being equal a..""l.d the rates rCl'!loini.""l.g u."lchcnged, 'Would be 

identical, 'Wi th or without such :;unortizetion. The proposed account-

ing treatment will elimina.te the fluctuations in the income account 

which would result from t..~<;: deferment of t<lX0S to 0. subsequent period 

ond will st.:I.te tho net incor:lo during both the a.~ortization end the 

pozt-a.mortizat1on periods a.s if the certificates h.:I.d not been .:l.cccptcd. 

The Commission h.:I.ving considered the above entitled mo.t'tor, 

ond being of the opinion th~t 0. public hoa.ring is not necess~ry .:md 
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th:lt the :!.pplico.tion should be grontcd" o.s hereinc.fter provided; 

therefore" 

IT IS HEREBY ORDERED as follows: 

1. Southern Ccl1fornio. Edison Co~p=ny" in c.ccount1ng for 

reductions in fcdcrc.l end st~tE: t:'.xes bc.sco. on income D.r1sing from 

the exercise of nccessi ty certificc.tes permitting the o.ccelero.ted 

~~ortizo.tion of defense f~c1lities" is ~uthorized: 

(~) To csto.blish ~d cho.rge Income Account No. 507.11" Pr~on 

for Deferred Income T~es" as a sepuro.tc subc.ccount under Account No. 

507" T~es" ~~d concurrently credit Account No. 258.2" Reserve for 

Deferred Income Taxes" w.i.. th a..~ omount or ~"1lounts in totu for eo.ch 

year equal to the reduction for th:.t ye::..r in fecore'll end sto.te income 

t~es o.rising out of o.ccelcro.ted ~ortization" ~~d 

(b) After such o.ccelcro.tcd ~ortizo.tion under each necessity 

certifico.tc is co~pletce" or is discontinued by ~pplicnnt" and therc-

o.fter curine the life of such facility, or until the eo.rli~r exhaus-

tion of the portion of the Reserve for Deferred Income Taxes relo.tine 

to such fo.cility" to ch:.rge Account No. 258.2" Reserve for Deferred 

Income Toxes" o...~d concurrently to cre:dit Income Account No. 507.12, 

Portion of Income Taxes Deferred in Prior Years, (a separ:lte sub-

r.tccount under Account No. 507" Tuxes) 'Wi th en runount or omounts in 

tot:ll 'for ec.ch ye:.r for ec.c.'l necessity certificc.te equal to the in-

cre~se in fcderil ~~d stute L~comc t~es p~yc.blo for th~t year 

resul ting from t.'1.e rec.uc.tion in the normil oJ.low~ce for dcprcci~tion 

due to the ~ccclero.ted nmortii~tion of the cost offacilities in an 

curlier p criod pursu=mt to the ,aforcsdd proviSions of the Internal 

Revenue ond Cclifomi~ Revenue ::md Tmcz.tion Cocos. 

2. Southern C.u.iforni~ Edison Comp:my shall filu ....n.th e~ch 

:J."lllu~l report to t.'le CO:n:"'...ission ~ st~te.'1lcnt showing, for the 
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o.ccountine period in qu€.:sticn :mel for c·Zl,ch ncccssi ty ce:rt1ficote" the 

norraaJ. c1~prt:ci~tion expense o.ssignable thereto, the Xlortizo.tLm 

cl<lil'ilcd for tcx purposes, the resul tont tax <lefer.n.en t, :me:! thl;) account-

1ne for these tax dcfermoo ts. 

3. Property in respect of which said necessi ty certificates 

are issued shell be ~ccounted for on the books in the srune manner o.s 

other property mld depreciation for such fc.cili ties sh~l be o.ccrued 

c.t normol r.:.tcs. 

4. The o.uthorization herein gra."l.tec. is for o.ccounting pur-

poses only. The Con"'llission reserves the right to determine how the 

dcforrcC. to.xes may be treated in OIly future ro.tE:-mcl{ine proccIYJ1nls 

whiCh may come before it, 
5. The (luthol'1. ty herem grcntcc m.ll become effective 

upon th0 date hereof". 

Dcted ct Sen Frc-"lcisco, Cc11fom1n" this .. ~fttf(/ day of 

November, 1954. 
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