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woien e ORIGINAL

EEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the =pplication of

PACIFIC GAS AND ELECTRIC COMPANY

for an order authorizing the:

accounting procedure to:be followed Application No. 42334
with respect to amortization of :
certain facilities.

0PINION

On June 8, 1960, Pacific Gas and Electric Company filed
the above-entitled application for approval‘of accounting procedures
30 a5 to cnavle 1t to conform with requirements of the Federal Power

Commission and the Secﬁr;ties and Exchange Commisaion.

Under authorization granted by Decision No. 49979, dated
April 27, 1954, Pacific Gas and Electric Company has._ been'" following
¢certain accounting procedureé with respect to the deferréd amount
‘of taxes based on‘*ncome arising from acceleratéd.amortization of
the cozt of certain defense facilities, which procedures, among
o*her things, provide Tor crediting the tax de*errals to a
stricted surplus accounf and for drawing down the b2 alance

in the account by sub,equent eredlts to 1ncome.

Pacifie Cas and Electric Company 1s subjeét, in certain
accounting respects; to the'jurisdictibn of the Federal Power
Commissioh; being a licensee of that éommissiﬁn and being engaged
in the transmission of elpctric energy in interstate commerce.

The: 1:‘ede*"ail. Power Conmivsion, under date of Octobe. 22 1959,
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Issued an order modifying 1ts uniform system o:'accounts 80 as

to presqribe new accounts and new procedures for‘recording tax
dergrrals afising from accelerated amortization. The order:
‘provides for the establishment of 2 new balance sheet account,
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 tbe tax deferrals, which amounts there=-
af er would appear on the balance ,heet cleaxly 1dent1f1ed as a
separate cla sification. The order further prcvides for the
establishment of new income accounts to be utilized to offset

‘the charges ané credits to the new balance sheet account.y'

Furthermore, the Securit 1es and . Exchange Commission on
February 29, 1960, issued 1ts Accounting Series Release No. 85
in which 1t took exception to the establishment of the.tax
deferrals In any manner as a part of equity capital eveh tpough

designated as restricted surplus or appropriated surplus..

Tae new accounts which have been prezcribéd'by the
Pederal Power Commission ave not included in the uniform system -
of accounts which we have prescribed for electric utiiitieS-in
Califbrnia and the statement of the Securities and Exchahge‘
Commission differs from the procedure which we have authorized
and which aopplicant now is foliow1ng.

The company therefore requests us o modify our former

decision so a3 td perﬁit it o establiéh the accounss prescribed

vy the Federal Eower”Combission and theredby maintain 1t3 accounts
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upon a consistent basis which will satisfy the‘requirements“éf
the several commissions. We have considered this request and
we £ind and conclude that it 15 desirable to set up the tax
deferrals in a separate balance sheet account and that the
company's application should be granted.

The authorization herein granted is for accounting
purposes only anéd 1s éiven as a matter of conveniénce to applicant
to enable 1t to compl y'with the accounting requirements of ‘the
Federal Power:Commission and the Securities ané Exchange Commission.
In Zssuding the order, we are not approving the normalization of
taxes and are not authorizing applicant to nbrmalize taxes in the
future o to-adopt\accountihg procedures with“respect to z2ecelerated
amor*izﬁtion except as indicated herein. Mbreover, the order |
shall not de conwtrued as 1nd1cgtive of amounts to be 1nc1uded
in operating expenoes, taxes or other accounts for vhe purpo

of determining Ju t and reasonable rates.

T™e Commission having considered the above-entitled
motter and being of the opinion tha®t a public hearing 15 not

necessary, therefore,

IT IS HEREBY ORDERED that the Order in Decision
No. 49879, éated April 27, 1954, be, and 1t herebj 13,

amendcd an follows-

1. Subnaragraph (a) of Ordering Paragréph‘l of said

order is- anended to read.
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"To establish and charge Income Account 507~A -~
Provision for Deferred Taxes on Income -- and
concurrently credit Balance Sheet Account 266.1 --
Accurmulated Deferred Taxes on Income =~ Accelerated
Amortization -- with the amount of deferred taxes on
income as provided in Account 266 of the Federal Power
Commission's Uniform System of Accounts for Public
TUtilities and Licensees, and to make similar entries
each year thereaflter during the period of accelerated
amortization.” | .

2. Subparagraph (b) of Ordering Paragraphf1 6f said

order 1s amended to read:

"To charge, following the expiration of the
accelerated amortization period and ¢ontinuing until
such time as the balance in Account 266.1 -- Accumulated
Deferred Taxes on Income -~ Accelerated Amortization --
has been exhausted, sald Account 266.1 and concurrently
credit Income Account 507-B -«Taxes on Income Deferred
in Prior Years -- Credit -- with an amount equal to the
portion of taxes on income payable for the year that Is
attributable to a deferral of taxes on Income in 3
prior yesr in accordance with the plan of deferred tax
accounting provided in Account - of the Federal Power
Commizsion's Uniform System of Accounts for Public

Utilities and Licensees.”

3. IT IS HEREEY FURTHZR ORDERED that the authorization
herein granted shall become‘effective on the date hereof.

Dated at San Francisoo

this qukiég day of

, California,




