
Decision No. __ 5_'S_·'..-!_f __ l_t_;_ 

BEFORE TEE PUBL!C UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

In the Matter of Applicb,tion of 
CJ..tIFOR1rrA ELECTRIC PO"VTER COMP AJri. 
for Authority to Establish 
Account 266.2 Aecumulated 
Deferred Taxes on Income -
Liberalized Depreciation, and 
Account S07-B Xaxes on Incotlc 
Deferred in ~ior Years--Credit, 
and to Ma.1te Cert~in Acco'l.Ult1ng 
Entries in Connection Therewith. 

OPINION 
--~--- ...... -- ... 

Applic~t1on No. 40833 

California Electric Power Co~p~y, ~ppl1e~t herein~ prior 

to 1953 had elected to use tne liberalized deprec1ct1on provizionz 

of the Internal Revenue Code of 1954 and." by normaliz1ng tax eAPense, 

had accumulated a reserve of $894,000 as of December 31, 19;7, to 

provide for esttmated deferred federal income taxes resulting rr~ 

the application of suCh provisions. 

In 1958, however, the comp~~y discontinued, retro~ctively 

to Ja."'l~:::Y 1, 1958, its ?ract1c~ of normal1z1..."'l.g t~.x ex;pense because 

of the use of accelerated depreci~,tion for 1ncOtle tax purposes znd 

transferred th~ $S94~OOO to its e~rncd surplus account. 

California Electric Power Comp~y is engaged in bUSiness 

as ~ public utility in Califo~ia and Nevada and is zubject to 

regulation by the Federal Power Co~iss1on. On ~y 29, 1958, 

that com:nizsior. issued its Order No. 204 1n Docket' No. ~lS9" 

e:rective retroactively to Jan~ry l~ 1958, whiCh provided, among 

other things, for the establishment of Co new 'bala:lce sheet account, 
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No. 266.2, Accumulated Deferred Taxes on Income - Liberalized 

D~prec10.tion, which would 'be credited with a.n a:r.ou..",t equal to tlu..t 

by 'I'..rb,ich taxes on income pa.y:.'ble for the ye=:r are lower becz:use 0'£ 

the use of liberalized de~rec1at10n L~ computing such taxes, ~d 

which 'Would be deb 1 ted, 1n future years, With an c.mount eq,u.::.l to 

~~t by ~tich taxes o~ income payable tor the ye~r are greater 

bocause of the use tn prior ye~rs of li20eralized depreciation. 

These debits would be credited to ~ new income account, No. 507-B, 

Tnxes on Income Defer:-ed 1n Prior Years - C:::-edit. These o.ccounts 

arc not included in, th~ un1for:l. system. of accounts iolhich 'We have 

prescribed for ~lectric utili tie:. 

The Federal PO'W"er Commission has refused to s~ction 

applic~.nt T S tra."lsfer o~ tho $$94,000 to ea.-.onec. surplus and. l"..as 

issued a directive to applic~"lt to retranster the ~01l.."lt to 

Acco1l.."lt 266 .2. Applicant has co::np11ed iol'i th this directive a.."ld 

now seeks from us an order a.uthorizing it to create the new :3.ccounts 

to iorhich reference has been made. A:pplicant :-eports that it has not 

rormul~ted a pl~ for disposing of the $694,000 by credits to tho 

ne""", income ~.ccount a.",d docs not 'Wish to do so u.."'ltil we have entered 

our order in Case No. 6148 concerr~z the trestmcnt.for rate purposes 

to be accorded accelerated amortization ~d accelerated de,rcciat1o~. 

1958. 

Tn1s application tnvolves only t~es on income prior to 

In our opinion t~e no~ized taxes r~corded on the books 

in formor years should be set up i.."l a sepa:-a te :-eserve account and 

we t,ril1 enter our order gra.."'lting the company's :-eC!uest. 

This order is not to be construed as ~pproval of normoliza-

t10n of income taxes for 1958 ~d subse~uent years for rate or 

accounting purposes. 
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The COmmission having considl)reo. the (loove-entitled :nu..ttcr 

and being of the opinion that a public he~=i~g is not neces~~:y, 

tb.el"eforc, 

IT IS BEREBY ORDERED as follows: 

1. California Electric Power Company 1Jl1J.y create znd 

establish on its books Account No. 266.2, Accu:rulated Deferred. 

T~es on Income - liberalized Dcprec~~tion, and Account No. 507-B, 

T~~cs on Income Deferred in Prior Years - Credit. 

2. California Electric Power Company shall tr~.nsi"er th0 

sum of ~~S94,OOO to Which reference is made 1...'"1 t.."'e precedir.g opinion 

from e~r.ned ~~lus to Account No. 266.2. 

3. The Commission reserves jurisdiction over the disposition 

of the amounts contained in said Account No. 266.2, 

4. The Commission reserves jurisdiction to orc.~r 

ap,ro:p:r1.ate adjustments in s:J.1d Acco1.mt No. 266.2 subsequent 

to the revie-r..r of app11cant's federt'-l income t,a,: returns for 

the years 1954-1957 'by the Bureo.u of Internal Revenue and the 

f1no.l determination or the exact amounts. 
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5. ~ order is eff ecti ve on the date hereof. 

~ Dated at San Francis¢o~ Cali!orn1a~ this 17 d~y of 

March" 1959. 
. ' 

Commissioners 
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