
Decision No. SO j-'S 2 Q]!~U~~I~~L 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORJIA 

In the Matter of the Application of ) 
SOU'IlIEPN COUNTIES GAS COMP Ju"JY OF • 
CALIFORNIA for a general increase in ) 
retail end wholesale gcs rates under : 
Section 63(a) of the Public Utilities ) 
Act. : 
--------------------) 

FIRST ~u~PLEMENTAL OPINION 

Application 
No. 31161 

By Deci:::ion No. 45320" dated January 30" 1951, the Com-

mission authorized and directed Southern Counties Gas Company of 

California to carry out the terms of ~ mcmor~d:um of undorstend1ng 

rcl~tive to depreciation pr~cticos and to place on its books the 

journru. Entries necessary to carry out tho provisions of s.aid 

memorandum. The program thus approved resulted in a reduction of 

$2,750,000 in the depreciation reserve account" as of December 31, 

1949, by transfers to the follOwing accounts: 

:&mec. surplus 
Contingency reserve in respect to esti-

mated tax accrual deficiency for years 
pr10r to 1950 

Reserve for write-off of acqUisition 
adjustments" including certain 
int~gib1es, to be deter.mined under 
the accounting classification of 
J'anuc.ry 1" 1949 

Reserve for insur:mce 

Totc.1 

$ 770,,,000 

550,000 

750,,000 
6$O,O.QQ 

,§&750.~g 

It 'Was stated in the ME'1l'J.ornndu.."ll that the differences 

between the t~ deficiencies ~~d the ccquisition ~djus~ents, on the 

one h~d" ;me. the ~ounts t.1.US set up in the two reserves" on the 

other hond, would be dis!,osee "f through surplus upon actual detcr-

min~tion of the ru:!ounts.. The atlount set up in the reSGr'7e for 
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insur.mce is spccific.llly reserved to be used for insura."lce reserve 

purposes. 

Applicmt now has filed. proposee' joumo.1 entri~s to m.3.ke 

fin:ll. disposition of reserve balr.nc0s under the terms of the 

mcmortmdUl:l of unc.erstc..""l.d1ng end to :recl~ssify its plant accounts to 

an origin:ll. cost basis as required by the terms of the uniform 

systCI:l of accounts for gas corporations which became effective 

Jznuo.ry 1, 1949. It seeks the Commission's approv:ll of the entries. 

So far as the contingency reserve!. s concerned, -'lpplic:mt 

has o.c~ulated therein the ~ of $783,568.77, including the 

$550,000 transferred from the depreciation reserve and additional 

o.."Uounts of $2';3,568.77 wb1ch it has appropriated.. It reports thD. t 

it has been (ludi ted by the Bureau of Intcrnu Revenue for the tax-

able years through 1949 and all liability for assessments znd 

applicable interest has been dctc~1ned to be $359,070.08 and has 

been satisfied. It proposes to charge this &~ount against the 

appropri ate reserve, leaving an unused balance of $424,498.69 which 

it i..",tcnes to transfer to surplus in accordance vi th the terms of 

the memorandum. 

As to the reserve for write-off of acquisition aejustnents, 

the COtlPQIlY has been engage<! in reclassifying its plant accounts to 

~ originnl cost basis. It h~s filed a report of its proposed 

rccl~ssific~tion, which h~s bean reviewed by the st~ff. Follo~-ng 

such review, C0!"ta1n adjusttl<m ts were I!l~de in the initial study .md 

applic.?nt now has made a revised filing showing total final ~djust

mcnts of $461,357.22 in its plant accounts to reflect thewri·tc-.out 

of &lounts deteroined to be in excess of orig1nal cost. 
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With respect to the initial balance of $750 1 000 in the 

rescrvc, applicant proposes to apply $4611 '57.22 to reflect the 

~djustmcnt in the ~lant uccounts and $75,419.36 to reflect necessary 

adjustments in the reserve for deprcciatio~ ~rising out of the 

chQIlges 1n the plant accounts, le~\Ving Dn uauscd b:ll~cc in the 

reserve of $213,223.42 to be closed out to surplus. 

By the proposed jou:no.l c.."ltries now o.;}fore the Commission 

applicant will restate its plcnt accounts on :::ui original cost basis, 

Will elil:linate all i tas of aCCj,uisi tion ~djustm~'l ts from 1 ts books, 

including 0.11 i terns of intangible capital except the recorded cost 

of franchis es and certain m1 sccll.:mcous i tcms, and will dispose of 

two of the specio.l reserves 'Which 'Were set up in accordance 'With • 
the mcmorcndum of understanding. The tr~~actions will result in 

the trcmsfer to surplus of unused reserves in the .:lmount of 

$6371 722.11 .. 

FIRST SUPPLEMENT/~ ORDER 

The Commission has considered the request of Southern 

Counties Gas Company of California for appI'OV;ll of journal entries 

and is of the opinion th~t. such catries ure in proper for.m; there-

fore, 

IT IS HEREBY ORDERED us follows: 

1. The Public Utilities Cocoission hereby approves, for 

accounting purposes, the joum:l1 entries subm1 tted by Southem 

CountLcs G~s CompDllY or C~1fom1a under dc.te or November 4, 1954, 

to refloct the recl.:lssi:ficut1on of its pl=nt accounts to D.n "rigino.1 

cost bo.sis omd to record adjustm.<1.""lts in 1 ts sever:ll reserves ond 
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other ~ccounts" ane hereb~ ~uthor1zes Southern Counties Gas Comp~r 

of C;ll1fo:rn1a to enter such entries on its books of account. 

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

a finding of the v~uc of ~pp11ct.ntt s plDnt. 

3. The authority herein gr~ted ~11 beco~e effective upon 

the date horeof. 

D~ted at s~~ Fr~c1sco, California, this //;?~ day of 

November" 1954. 

Com:ni ssioncrs . 


