
Decision No. 60346 ORICnGAL 
------

BEFORE THE 'PUBLIC' 'OTIGITIES COMMISSION OF TIm STATE OF CALIFORNIA 

In the metter ot the app11cat1on of 
P ACrFIC GAS A..'f\ID ~Ecr.t'RIC, COMP A..\"Y 
tor an" order author1z1ng the· 
account1ng :procedure to>be followed 
m.th :-es:pect to,amort1zat1on ot 
certain fa.cilities .. 

OPINION ... ------- .... 

App11cat1on No.. 42334 

On June 8., 196o, Pac1f1c Gas and Electr.1c Company filed 

the above-entitled application for approval of' account1ng procedures 

30 as to enable 1t to conform with requirements or the Federal Power 

Comm.1ssion and the Securities and Exchange CommiSSion. ' 

Und~r author1zat1on granted by Decision No.. 49979, d<lted 

April 27 I 1954, Pac1f1c Ga.s and Eleetri,c Compa.¥l.y has 'been follo'W1ng 

certain account1ng procedures 't'l1t;h respect to the deferred amount 

of taxes based on income arising from accelerated amortization 0: 
the cost of certain defense fac111 ties 1 which procedures., among 

other things, provide tor crediting the tax deferrals· to a' 

restricted s~lus account and for drawing down the balance 

~ the account by subsequent credits to, income. 

Pac1fic Gas and Electric Company is $ubject~, in certain 

acco~~ting respect~? to the jurisdiction of the Federal P~der 

Co~~s$ion, being a licensee of that COmmission and being engage~ 

!n the transmission of electric energy in ~terztatc commerce. 

'!be Fede:-al Po~;e:- Cor.a1.ss1on? under date of Octobe:- 22, 1959, 
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issued an ordermo<l1f'y1r.g 1 ts uniform system of accounts so as 

to preSCr1be new acco~~ts and new procedures ~or reco~1ng tax 

deferrals arising from accelerated amortization. Tne order 

proV1des for the estab11snment or a new balance sheetaccount~ 

designated as Account 266- Accumulated. Deferred Taxes on Income~ 

which Will be segregated into subaccounts and to whiCh there Will 

be credited the amounts of the taY. deferrals ~ which amounts there­

after would appear on the balance sheet clearly 1dentif1edas a 

separate classification. Tone order turther provides for the 

establishment or new income accounts to be utlli zed to offset 

the. charges and. cred1 ts to the new balance sheet account ... 

Furthermore~ the Secur1ties and Exchange Comm1ss1on on 

February 29, 1960, issued its Accounting Senes Release No .. 85 

.in which it took exception to the establishment of the tax 

deferrals in any msnner as a part of equity capital even though 

deSignated as restr1.cted surplus or appropriated surplus ... 

T'.ae new accou.'"'lts which have been prescribed by the 

Federal Power Commission are not included in theun1form system 

or accounts which we have prescribed for electric util~ti~s in 

california. and the statement of the Secur1tie~ and Exchange 

CO~$S10n differs from the procedure which we have authorized 

and which opp11c~~t now ie'folloWing. 

The company therefore requests. us tomod1~J our former 

decision so as to perm!t it to establish the a.ccounts prescribed 

by the Federal Power COmm!ss1on and thereby maintain its accountz 
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upon a consistent basis which 'Will satisfy the requirements of 

the several commissions. irfe have considered this request and 

we find and conclude that j.t is desirable t<i set up the tax 

defcrro.ls 1n a zepara:t,e 'balance sheet account and that the 

company's application should be gra.~ted. 

The authorization herein granted is tor accounting 

purposes only and is g1 ven as a matter oor conveni.~nce to applieant 

to enable it to comply With the accou.~t~~ requirements of the 

Federal Power Commission and the Seeur1t1es and Ex~e Cormn1ss1on. 

In issuing the order, · ..... e are not approVing the normalization or 

taxes and are not authorizing applicant to normalize taxes, in the 

future or to adopt accounting procedures with respect to accelerated 

runortiz~t1on except as 1ndicated h~re1n. Moreover, the order 

shall not be construed as indicative of amounts to be ineluded 

in operating expenses, taxes or other accounts tor the purpoSe 

of determining just and reasonable rates. 

ORDER 
---~~ 

... 
The Commiss1on haVing considered the above-entitled 

~tter and being ot the op~on that a public hearing is not 

necessary, theretore l 

IT IS HEREBY ORDEP~ that the Order in DeCision 

No. }.j.9979, e.ated April: 27, 1954, be, an<! it here'b7 is, 

amended ac rollows: 

1. Subparagraph (a) o!Ordering Paragraph 1 or said 

order is amended:toread: 
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"To establish and charge Income Account 507-A -­
Provision tor"Deferre<i Taxes on Income -- and 
concurrently eredit Balance Sheet Account 266.1 -­
Accumulated Deferred Taxes, on Income -- Accelerated 
Amort1zat1on-- With the amount of deferrea, taxes on 
income as provided in Account 266 of the Fe<ieral Power 
Commission's Uniform System of' Accounts tor PubliC', 
Utilities and Licensees l and to make s~lar entries 
each year thereafter dur1ng the period'of accelerated 
amortization .. " 

, 
2. Subparagraph (b,) of' Ordering Paragraph ·lot said. 

order is amended to read: 

"To charge l following the expiration or the 
accelerated amortization period and continuing until 
such,t1me as the balance in Account 266.1 -- Accumulated 
Deterred Tsxes on Income -- Accelerated Amortization -­
has been exhausted l said Account 266.1 and concurrently 
cred1 t . Income Account 507 -B' ... - Taxes on Income Def'erred 
in Prior Years -- Credit -- With an amount equal to the 
portion o'f taxes- on income payable for the year that is 
attr1butable to a deferral o'f taxes on income in a 
prior year in a.ccordance ..... "1 th thE! "plan of' deferred tax 
accounting prOVided in Account 266 of' the Federa,l Power 
Commission's Uniform System of' Accounts tor Public 
Utilities and L1censees.1\ 

3'.. IT IS HEREBY FURTHER ORDERED that the author1zation 

herein granted shall become effective on the date hereof'. 

san Fra.nClllCO Dated at I ca11torn1S 1 -----------------------------
this 5d day of' ----=::;:;zz~::;t..--.:.--
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