
BEFORE TF..E RAILROAD C011:~ISSION OF Ti'ffi' STATE. OF CALIFOR!:JIA 

I~ the matter of the a,plicutio~ of 
PACIFIC GAS ~~D ELECTRIC CO~~ANY~ a 
corporation, for an order of the 
Railroad CO!'l.":lission of. the State of 
California authorizing applic~t to 
issue $80,000,000 principal ~ount j 
of its First and Refunding 1110rtgage 
Bonds, Series M, 3%, due Deceober 1, 
1979, and to use the proceeds for 1 
the ~~~oses soecified in this 
peti tion J etc .. " 
---. 

Application 
No. 26584 

R. W. DuVal" Robert H. Gerdes and w~ .. B. Eo;;1ey, 
for a'O~licant • .... 

Jo~~ Fr~cls Neylan, ror Halse7 Stuart & Co.) Inc., 
Intervenor. 

Herman P:-..J.eeer and J3!lleS S.. Moore" J::." for 22 In-
vestment B~~ing Fir~s. 

Jesse H. Steirlw~urt) for rn7ozt~ent 3~~ers Associa-
tion of America, California Group_ 

Henry D.. Costigan of ?'zcCutcheon, Thor~o.s ,1 Mathew". 
Griffiths & Greene" for Ca1ifornic. Water Service 
Com'Oanv and San Jose V:~ter ~Norks. .. .. 

BY THE C011}USSION: 

o ? T N I.O N -------

Pacific Gos ~~d Electric Comp~~y has filed an appli-

cation pursuant to Section 52 of the Public Utilities Act for 

per~ission to issue ~~d sell at not les~ than the face amowlt 
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thcreof~ plu~ accrued interest, $80,000,000 of its First ~~d Re

[undine 1.!orteaee Bonds, Series M, 3%) due Decei!lber 1) 1979;, for 
, . 

the ,LJurpose of obtainine i'u.."'lc.s to pay in part 4% bonds' now out-

st~ncling. Applico.nt furthe:" asks !?ermission to issu.e and deliver 

te~porarJ bonds ,endine the pre9aration and deliver; of defL~i-

tive bones. It further r8G,uests permission to deviate in the 

mar~er hereafter st&tcd fro~ the ~"'liform systems of accounts 

prescribed by the Co~~ission. 

A hearing was held on this applic~tion by the Co:n-

mission en Bor..c on r.!arch 9 and 114arch 10. 

AppliCQut is a corporation organized one. existing under 

;J,ud by virtue of tho 1.:',\,/5 of California. It is a public utility 

engaged, prinCipally, in the business of generating, purchasing, 

distr1butin~ and sel1ine electric energy for comestic, co~crcia1, 

industrial, aericultl.ll"al and ::nunicipul purposes, and of pur-. 
chasing, tra~s~ittine, distri~utin5 ~~d selling natural gas, for 

d0r:1est1c~ co=ercial o.l''J.d industrio.l purposes" throughout a lorge 

part of th(~ !'l.orthern a.."lG. centr~l parts of the State of California. 

It is also ene~~ed in tho busin0SS of distributing and selling 

water and producing a.."lC selling s"~e:?:c. he&t.. Its operc.ting rev-

enues for 1944 are reported ~t $151,773,235.78, segrego.ted as 

follow::;: 

Electric deportment 
Gas de'O.::.rtmont 
wa"e'" -;,,,,,0." ..: ....... 1· 1'1~"'; on d",.,~ .... t""e ... t .~ \,J • ~.. ......... t.:.l""" \will 0#+ \;.: "),,.,,""... '.. •• 

Ste~~ sales ~e9~rt~ent 

Total 

$107,602,689.79 
43,304,999 .. 38 

522,741.73 
342,804.88 

.$151,773,:235.78 

For 194.4. c::?plicaI'lt re90rts a gross il'lco::.e of 

$34,500,270.76. This is,the a~O~"lt applicant had avo.ilable 

for the payoent of interest) for a:~ortiz;;.tion of bond discount 
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~nd expcns7for other inco~e deductions, dividends and surplus. 

The $34,500,270.76 was distriouted as follows: 

A. Income deductions: 
Interest on loce ter~ debt 
Other interest 

$11,871,677.39 
518,777.70 

Amortiz~tion of debt discour~t 
767,) 31+8.58 

3)286.24 
970,203.52 
272,045.31 

~-..d t:;x"O~nse 
T::Lxes ass~ed on interest 
Interest charged to construction ~ credit 
~iscel1::meous .. i."'lcor.~e deductions 

Tot~l inc one deductions $12)462,931.70 

8,413,092.14 
12,523,898.00 
1,100,348.92 

B. Preferred stock cividends 
C. Comoon stock dividencs 
D. Surp1u5 

Tot:.l $34,500,270.76 

Applicant has outstanding stock of the par value of 

$301,154,550, s~gres~ted as follows: 

Common 
Preferred -

II 

II 

Cltlss 

Total 

Shar(:~s 

6,261)357 
4,211,662 
1,173)163 

400,000 

Par Value 
$156,533,925 
105,291,550 
29,329~075 
10,000,000 

Applic:~t h~s outst~~ding bonds of the principal 

amount of $299,758,500. The o.r.~ou.'"lt consists of the following 

issues: 

Fi:::'st and Refunding Uortgage -
. Series G . 

Fi!'st une. Refundi.."'lg r:'ortg:lee -
Series E 

First ~.."d Rofu."ldinS I\':orte~ge -
Series I 

Firzt o.nd Refundinc l.'!ortgoge -
. Series J 
First and Re;t"I.':.."ldine Ivlortgcgc:: -

Series K 
First :me. Rcfu."l'J.c.ing Mortgage -

Series L 
Unifying o.nd RefunC!ing ~'I!or-:sage -

Series B 
Totc1 

-3 

Inte:-est l':!o.turity 
Rnte D~te Al':'lount 

r:1 lQ 
4 . 12-1-64 $ 84,193,000 

'3-3/4 12-1-61 .2,,487,000 

3~ 6-1-66 49,927,000 

3 12-1-70 19,273)000 

'3 6-1-71 23,967,000 

3 6-1-74 111,717,000 

6 3-1-52 8,194,500 
$299,758,500 
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The Sl~riez H .. 3-3/4% bonds h8ve bec!'l col1ed for 1'0-

demption. The Unifying ~~d R0f~1ding Bonds were issued by 
, 

So.n Joo.quin Li~ht and Power Cor~JorG.tion ond their ,9Syr:lCnt :l,$';; 

They are nonc~llable. 

Applic:mt into~ds to r·~c.eerr. on Ju.."le I.: 1945, all of 

its Fi:-st and Refundin:= 1~orteag0 bonds of Series G of which, 

as shov.T.. above.: ~;,84,19.3,OOO arc outstanc.ing in the ha..nc.s of 

the pub,lic. In addi tim::, $.30,000 principal a.r:'.OU-"'l.t 01' said 

Series G bonds are in ap?lic::;:ntTs treasury. The said bonds are 

redee~~ble at 105 per ce~t of their face a~O~"'l.t und accrued in-

terest to the date of rode~ption. The paT~ent of the principal 

~"'l.d premi~~ calls for 3n cxpccditure of $S8~434,OOO. To pro-

vide itself witl1 ?art of the funds needed, applica..'1.t o.sks per-

mission to issue and sell $80,000,000 of First ~'1.d Refur.ding 

1~orte.::.ge Bonds, Series M, 31;, dated Deccliloer 1, 1944, ~.nd due 
DeC0r:1ber 1) 1979. Tlle intc!'est is paycb1f>-) seru.-or.nually on 

June 1 a.r.d Dcce:lber 1. The pcy:nc:r.t of the oonds vri11 be secured 

by o.?plic~t t s first ::.r.ci rei'ti..'1d::'l1& ::!ortea.ge. They will be sub-

ject, upon notice, to r0d~myt:l.o:n.:l Yliil whole or from ti:nc to time 

in part, at th8 option of t~0 ?~cific Co~~n~y; for other than 

~inki~g f~~d nurnose~ on the first d~v of~~r colendar month) .;> -- . • _ oJ, J" 

and arc subject to redc:lpt1on for sir~:ine fund purposes on any 

first day of Ju.~e or first day of Dece~oerJ in each case) ~t the 

,r1ncipal nrr.o~~t thereof and accrued interest thereon, plus a 
premium 011 such 9rinci:~:l1 a=ou-~t of -
11%) if redeerlGc. o~ o!' before December 1._ 1946; 
10%, .~ 1.. redeemed thereafto!' and on or befo!'c December 1, 1950.: 

9'-~ 'r :'edccmcd thc:,e:lft~~r a!1C~ on 0:- beforo Decc:lber 1, "19~5' 1° J J.,j, - .. , 
8%,., if redeemed thcrec.::'te::- and on or before ::Jec0::lber 1, 1960; 



7%~ if redeemed thereafter ~~d on or before December 1, 1963; 

'6%~ if redeemed thereafter ~d·on or before Dece~ber 1~ 1965; 
5%, if redeemed thereafter ~d on or before December 1, 1967; 

4%, if redeemed thereafter and on or before December 1, 1969; 

if redee~cd thereafter ~~d on or before December 1, 1970; 

if rede~ned thereafter ~~d on or before December 1, 1971; 
., c1 -:f 2~~,. redeemed thereafter and or. or before December 1, 1972; 

2%, if redeem~d therca~ter and on or before December 1, 1974; 

1}%, if redeemed thereafter and on or before Deceaber 1, 1975; 

1~%; if redeel:led t!'lere~ft~r o..."'ld on or b·:;:fore December 1, 1976; 

l%~ if r~deemed thereaftc:' ~~d on or before Dece~ber 1, 1977; 

~ of 1% if redec:.n~Q thereafter and on or before December 1, 1978 

and thereafte:- without pre=n.i'\.ll:l. .. !1 

Fo:- accounting p\l.rposes~ the· CO:lll:'.ission has h~r~tofore~ 

in some instances when o:u.tho:-izine ap!)licont to issue bonds for 

the purpose of poyinS outstandir.e bonds, permitted applicant to 

carry forward the UIlamortil.td bor..<l discount~ expense and ?re:niU!:l 

a '0'011 c:~. blo 
~ .. to the "bor'J.c.s rcdee:ned. Al)pllca.."'lt reports that as of 

June 1, 1945~ when it v,"ill redce::l its Series G bonds the un-

amortized bond discount, '2:90!1se and l)re::liUI'J a.9:?11c::~:ol~ to s<lid 

Series G bonds, 8.ssocictec. and related issues .. will am.ount to 

$7~109 .. 839.90. Applicant czks percission to aDortize said 

~,7~109,8.39.90 on or before December 1, 1979 .. the maturity dcte 

of s~id Sl3ries M bonos. To the $7,109,8.39.90 will be add~d the 

p!'cmiu;.'l paid on s~id Series G bonds.. The net prcrni1.ll':l received 

upon the sale of said Serie~ M bonds will be credited to'Acco~"'lt 

240,-Un~o!'tizcd premi~~ on bonds ~~d amortized during the life 

of s~id Series ~ bonds. The order will grant applic~"'lt per~ 

~ission to amortize said bond discou..~t, expense and 'preL'liUt:1~ 
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~,ubj~ct to the condition that we reserve the right to withdraw 

the :ge:::-:nission so era."lted and f~ther to' determine hereafter 

whether the charges necessa:r~r to amortize sZlid bone diSCoU."lt, 

expense and pre::li'J..'ll· should be included· in the cost 0;' mor:\ey to, 

c.pplicant. 

A~JP1ico.nt esti::ls.tes that thr'ough the bond rer'undins 

its federal tn.xcs b:.secl on inco=.o v,rill be reduced bY' about 

$4 J 287 J 000. It pro!-lOS0S to accou."ltf'or this S'Ulll bY' cr.;:!di t,i."'le 

a part to 1.l."la:nortized bond, clisco\.ll'r~s 8..':.0. 0xl')ense .by transferring 

part of it ~o "Taxes Accrued" end 9art to '"PenSion Reserve." 

The o.ccountine di51"05i tion of said approxi;o.a te SUIll' of $4J 287) 000 . 

will be the subj ect matter o:~ a supple:::ent<ll order. 

The issue wh.ether the said Series 11 bonds should be 

sold at competitive bidding is raised by the petition of inter-

vention filed by Halsey Stuart & CO. J Inc. At the hearine in~er

venor made applicant' an offer to buy saie. Series ~Il bonds at a 

price of not' less than 105.6% of t:J.eir .f~.cc value and accrued 

interest ~~d eave aSSUl~anC0 thot if th~ bor.~s are sold at com-

petitive biddi~~ he will bid ~ot los::; tha."l 105.6% ond accrued 

interest. It WIlS arg\:.cd by Cotll'l.zel :for cort.::dn Invest:::lent Bank-

ing Fires that i1' th(~ Com,.'!lission c.L~~ects a'?olicot'.t to sell said .... 
Series M bonds by cO~!l'0ti ti ·'.:e bicldil"lZ it would. establish a policy 

without givinS all 98.rties il':.terested an o.9portu.~i·tyto ,?rcsent 

their views_ w~ are not in this ~atter conSidering co~,etitive . 
biddinC from ·the st~~dpoint of a general policy to be applicable 

to 011 utilities 1.l."'l.cier our jurisdiction. It is an issue in this 

. application. We have cor.:.sidered tl'lc evidenc,e 0l1d argu.'nent and 

believe that appl~c~"'l.t should invite publicly zealec, vaitten 

proposals for the )urchase or underwriting of said Series M 

bonds. The p:oposQ.ls received should be openec o.t such', time 

and place as is specified in t~e inVitation. The d~y author-

ized rc!)resentutive o!, .. o.~y !,Jerson :no.l~ing a:tl.y such proposal 

shall ·oe entitled to be present at the op.~ning 
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of suc·h proposals and to exa:n.ine each proposal s ubmi t te~ 

Applicant should reserve the right to reject all proposals·,. 

Upon being advised of the :price at which applicant desires 

to sell said Series M bonds the Co.:nisslon will enter 8. 

supple~ental order in this application. 

P~.cific Cas and :Slectric' CO:lpar..y" having appiied to the 

Railroad Commission for pe·r.n.ission to issue and sell :;;:80 ,OOp ,'000 

of First and Refunding Mortg<jge Bonds) Series" M) 3%, due 

Dec-e!llber 1, 197"9, and for such otner' (:uthori ty a's inaicated in 

the foregoing Opinion) and the COm.=!ission havlng cons,i'dered 

applicant's req~ests and it' beir.g of the opinion that Pacific 

Gas' and Electri"c Co~yany, shall :publicly invite sealed, v:ri tten 

proposals for the purchase orunder.vriti'ng of said Series M 
bonds,; that t·b.e ::lbn'~r), propert.y or labor to be procured' or paid 

for through, such iss',;.e is re.:J.scnablY rec:uiredby applictlnt for 

the purposes·herein sp'eci:.~ied; that the expenditures {or such' 

p:urposes) other than, t'ne use 0:' the accrued interes't)· are not) 

in '!Nb:ole or: in pert 1 reo.sonabl::r c!:.e.rgeable' to operating expenses 

or to incoi:le'l end' thnt ttis application should be gr~nted: 

subject to the provisions of,this'order. 

IT 'IS !·E?EBY O~DERED as follows;: . 

'1., ?o..ci:ic 'Cas -end Electric Com.pany may; 'a.fter 'the 

effective date hereof end on or b~fore June 15, 1945 , 'issue and 

sell at the price fixed by a su,?ple:nental order,' ~80/000,00C' 

pr'inci,pal amount otits Fi:'st and. Re'funding Mortgage 30nds~' 
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Series M, 3~, d~e Dece~bcr 1, 1979, said bonds to be in the 

forms prescribed in the resolution of applicant's Board'or 

Directors on file in this application as 3xhibit "C~. Pacific 

Gas nnd Electric Co~pany shall use the proceeds (exclusive of 

accrued interest ) derived fro~ the issue and sale o'r said bonds, 

to pay in part the cost of r~deeming on or before June 1, 1945, 

its outstanding First and Refunding ~ortgage Bonds, Series G; 
410" due Dece!:lber 1, 1964. The accrued interest !:ley be used 

preparation end delivery o~ ~etini~lve ~onds, Pacific Gas end 
Electric Cot:lpony' .may execute., authentioate and deliver in lieu: 

of such definitive bonds) te~porary oonds, such temporary bonds 
to ~e issued D!ld sold under the same terms and conditions as 
applicant is authorized to issue and sell definitive First and 

Refunding Mortgage Bonds of Series M._ 

2. The euthori ty ,herein grar.ted will become effective 

when the Railroad CO':~"il.izsio::l he::; er..t~red {'l. supple:n.cntal order' 

fixing the price et Which Pacific Gas 8.nd ElectricCoDlpsny':nay 

sell said Series ~ bonds and when FQci~ic Gas and Electric: 

Company has paie. th~ fee prcsc!"ib~d by Section -57 ot: the PuClic 

Utilities Act. 

3. Pacific Gas 3~d El~ctric Company may deviate from 

the uniform systems of acco~ts prescribed by the Railroad 

Co~~ission for electric corporations, gas corporations and 

water corpora.tions, and a=.ortize on or before Decemo<:;r 1) 1979 

the aiscount, exp~nse and pre~i~ of about $7,109,83$.90 plus 

the pr~mium paid upon the rede~ption of said S8ries G. 41, 

bonds less such savings of taxes b~sed on inco~e hereafter 



credited to ,unamortized bond 'discount.and ~xpense p~ovided 

that the Commission reser,ves the' right to wi thdr~w .the 

permission ,herein gre.,nttld to dev·iate from said, un,~6r.n. system 

of ·accounts J and to deter:n.ine h.areafter'whether ,the charges 

necessary to 'omortize said bond· discount,. expense and, pre:n.ium 
, " . .' .. . 

should be inc,l,uded in, the c.ost, of money to ?,ac i1'.ic ,;Oas and 

Elec.tric C0lD:peny'. 

4 ... Pacific Gas and Electric Company sh~ll file with 

· the Railroad COO!lli.ssion wi thin ,thirty (30) days, after the, issue 

· and sale '01' said bonds J a comp.,lete ,copy, of J its R~g~s.tra tion 

'State:n.en:t filed 'with, the Secu~ities. and, Exchange qo.:mnlssion, 

, inclu~ing the exhibits reterre,d t~ tl:lerein, ,except .. ~uch exhibits 

· as have :previously, be~n ~iled witll the Railroad COCl'llission. 

,. 5'.' Pc.c~fic Oas a!'ld :Elec~rie Co:o.pa:o.y sha~,~. file' "';ith 

· the Rai1road C,o=mn.ission a report. or reports required by· the 

C,o!1l!'tissi.on '-8 Ot!neral, Order ~o., 24,,:,A, y;hiC)h Order., insofar ,as 

applicable: is :lade a pert· of, this.Or~~r. 

6. Pa.cU'ic. Oas. and Electri,c CO::lpany shall, on, or 

before September~~O) 1945, ,file with the,Railroad' C~ission 

a· sta t~r:len:t sb,o,.v.ing' in, d,etail :the expenses., .:Lne.u;ored be~a~se 

, of th~ issue and 'Sale of said Series )1., '31, B~nd~ "and the 

" redemption of said Series, 0., 4~, Bonds,. 

,Dated at ~Sa~,Fra:o.e.isco, Ca1ifo:-n,ia, this, ~ It#,de.y of 

Ma,reb., 1945. , 


