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Decision No. O @iy~ -~ Rn@m} )ﬁ_m:
Rl A
, OF

BEFORE TEE RAILROAD COMl{ISSION OF THE STATE CALIFORNI

In the matter of the anplication of

PACIFIC GAS AND ELECTRIC COiPANY, a

corporation, ror an order of the’

Railroad Commission of. the State of ' Application

Callfornla authorizing applicant to No. 2658
sve $80,000,000 principal amount

oP its Fmrst und Refunc ng dortgage

Bonds, Series ¥, 3%, due Lecnmbe* l,

1979, and to use the proceeds

the purposes specified in unig

petition, etec. .

R. W. DuvVal, Robert H. CGerdes and Wa. BE. Zocsley,
for applicant.

John Francis Neylen, for Halsey Stuart & Co., Ine.,
Intervenor.

Herman Phleger and James S. Moore, Jr., for 22 In-
vestment Banaking Firms.

Jesse H. Steinhart, for Investuent 3ankers Assocla-
tion of America, Californie Group.

Henry D. Costigan of VcCutcheo*x ;homas, Mathew,

Griffiths & Greene, for Calirornia Water Service
Company and San Jose Water ”orks.

3Y THZ COMMISSION:

Pacific Gas and Zlectric Company has filed an appli-
cation pursuwant to Section 52 of the Public Utilities Act for

perzission to issue and sell at not less than the face amownt
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thereof, plus acerued interest, $80,000,000 of its First and Re-
funding Mortgage Bonds, Series M, 3%, cue December 1, 1979, for
the purnpose of obtaining funds to pay in oart 4% bondg now out-
standing. Applicant further asks permission to issue and dellver
temporary bonés pending “he preparation and delivery of defini-
tive oonds. »r recuests perumission to deviate in the
nanner herecafter stated froa the uniform systems of accounts
preserived by the Commission.

A nearing was held on this application by the Conm-
micsion en Banc on March 9 and karch 10,

organized and existing under

and by virtue of the law i i It is a public utility
engaged, principally, in - css of generating, purchasing,
iistributing and sellinz electric energy for domestic, commercial,
industrial, agricultural and municipal purposes, and of pur-
chasing, transmitting, distriduting and selling‘natural gas, for
domestic, commercial and Inmdustrial purposes, throughout a large
nart of the northern and central parts of the State of Celifornia.
It is clSO engared in the dusiness of distributing and'selling
water and producing and selling stean hest. Its operating rev-
enues for 1944 are reported at $151,773,235.78, scgregated as

follows:

Tlectric &
Gas depor X
Vlater u-n 3 - -

Steam sales g 342,804 88

e0arLNe $107,602,689.79
no 43, 304,999 38
ir i enartment B522,743.73

Total .8151,773,235.78
For 1944 zpplicant reports a gross income oOf
$34,500,270.76. This is, the azmount aapl;cun t nad available

for the payment of interest)for amortization of bond discount
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and exponsg,for other

income deductions, dividends and surplus.

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

A. Income deductions:

Interest on lon
Other interest

tern debt

$11,871,677.39
518 777.70

Amortizetion of debt discount

and expense
Taxes assumed on interest

Intercst charged to const*ucumon - ¢redit
ions

Miscellaneous income deduct

Totel
B. Preferred stock dividends

C. Common stock dividends
D. Surplus

Total

Applicant has outstanding stock ©

$301,154,550,

Class
Common .
Preferred - 6% Cumulative
n .5£% n
557' 1

n %

Total

Applicant hus

-

amount of $299,758,500.

The

S

issucs:

" Nare of

First and Refuncing
" Series G .

First and Refunding
Series X

First and Refwnding
Series I

Pirst and Refundi
Series J

First and Refunding
Series K

First and Refunding
Series L

Unifying and Refundin
Seriecs B

5ue

Mortgage

Mortgage
lortgage
ng lortsage

Mortgage

4

Mort -

ga

ge

g Filobake vg age

Totzl

.

inecome deductions

nownt con

767,348, 58

3 1286424
970,203.52
R72,045.31

$12,462,93L.70

- 8,413,092.14
12 523,898.00
l lOO 348.92

$34,500,270.76

Lol
d-

the par value of

segregated as fellows:

Shares

6,261,357
42110652
1,173,163

400 000

Par Value

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

12,046,182  §$301,154,550

outstanding bonds of the principal

o
i)

ts of the following

Haturity
Date

nterest

Rate Arount

12-1-64 §
12-1-61
6-1-66
12-1-70
6-1-71
6-1-74
3-1-52

84,193,000
.2,487,000
49,927,000
19,273,000
23,967,000
111,717,000
8,194,500
$299,758,500
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The Series E, 3-3/4% bonds have been called for re-
demptipn; The Unifying and Refunding Zonds were lssued by
San Joaguin Light and Power Corporation and their sayment as<
suned by applicant. They are noncallable.
Applicant intends to redeem on June L, 1945, all of
Lts Pirst and Refundins Mortgage‘bonds of Series G of which,
as shovn edbove, $84,193,000 are outstanding in the hands of
the public. In addition, $30,000 principal amount of szid
Series G bonds are in applicant's treasury. The sald bonds are
redeemable at 105 per cent of their face amount and accerued in-
terest to the cdate of rcd i The nayuzent of the principal
and premium calls for an expenditure of $88,434,000. To pro-
vide itsell with nart of the funds nceded, applicant asks per-
to issue and sell $8C,000,000 of First and Refunding
Bonés, Series X, 3%, dated December 1, 1944, and due
r 1, 1979. The interest ls oaycdle seal-annually on
xd December 1. ' of the bdnds will be secured
mortgage. They will be sub-
ject, upon notice, to redempt "in whele or from time to time
in part, at the option of acific Comaany, for other than
sinking fund purposes, on the first day of any calendar month,
and are spbjecﬁ to redemption for sinking fund purposes on any
Tirst &ay of June or first day of Deceader, in each case, at the
»rincipal amownt thereof and accrued interest thereon, nlus a
premium on such principal amount of -
11%, if redeemcé on or before December L. 1946:
10%, if redeemed thereafter on or before December 1,
if fedéemed therealter n or bhefore December 1,

1f recdeemed thereafter ¢ on or zefore December 1,
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redeemed thereafter and bwefore December 1,
redeemed thereafter and © vefore Decenber
redeemel thereafter before Decenber
redeened thereafter ¢ before December 1,

redeencd thereafter before December

redeemned g n before December
redeemed thercafter ¢ on bYefore December

redeencd thereafter andéd on Decembver

1

1

1

1

i

redeenad thereafter efore Decenmber 1,
1

1

1

1

1%%, if redeemed thereafter and o oo December 1,
1%, redeened thereafter and on bvefore Decembver 1,
2 of 1% if redecmed thereafter and or before December

and thereafter without premliunm.”

For accounting spurposes, the Coumission has heretefore,
in some instances when authorizing zpplicant to issue bonds for
the purpvose of paying outstanding donds, permitted applicant to
carry forward the uncmertized bond discount, oexpense and oremium
appliccbie.to the bonds rcodeeaed. . nt reports that as of
June 1, 1945, when it will redecem its Series G bohds the wn-
amortized bond discount, exgense'and premivm appiicable to said
Series G bonds, associated and related issues, will amount to
57,109,839.90. Applicent asks permission to amortize said
£7,109,839.90 on or wefore December L, 1979, the meturity date
of said Series il bonds. To the $7,109,839.90 will be added the
premivn pald on s:id Serics G bohds. The net premium recelved
upoh the sale of said Series M bonds will be credited to'Account
240,-Unanortized premium on vonds and amortized during the life
of s2id Series M bonds. The order will grant applicant per-

mission to amortize said bond discount, expense and prenmium,
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subject to the conditiorn that we reserve the right to withdraw
the permiséion so granted and further to determine hereafter
whether the charges neceésary to amortize ssid bond discount,
expense and premium should be included in ﬁhe cost of morey to
2pplicant.
Anplicant estimeates that through the bond refunding

its federal taxes bosed on incoxme will be reduced by about
$4,287,000. It prépdses to account for this swe by crediting
a part to unamortized bond. discounts and expense Dby transferring
part of it ?o "Taxes Ageruved!" and '-rt to "Pension Resérve."
The accounting disposition of said approximate sum of $4,287,000
will be the subject matter o a supplemental order. | |

~ The issue whether the said Serles il bonds should be
sold at’competitive‘bidding is raised by the »etition of inter-
vention filed by HalSey Stuart & Co., Inc. At the hearing inter-
venor made applicant‘an‘offer to buy said Series M bonds at @
price of not less than 105.6% of taeir foce value and accrued
interest and gave éééuranc; that if the bonds are sold at com-
petitive biddirng ke will bid rot loss than 1C5.6% and accrued
interest. It was argued by Counsel for certain Investment Bank-
ing Firms that if the Commission &irects applicant to sell said
Series i bonds by comnetitive didding it would establish a policy
without giving narties interested an opportunily to sresent
their views. We afe not in this matter considering competitive

Y

bidding from the sfandpoint of a general policy to be applicable
to 21l utilities under our jurisdiction. It is an issue in this
~application. We have cor.sidered tﬁe evidence and argument and
believe that applicant should invite publicly sealed, written
proposals for the purchése or wnéerwriting of seid Series %
bonds. The proposals received should be opened at such. time

and place as is specified in the invitation. The duly author-
ized representative of any person maling any such proposal

shall ve entitled to be §resent at the opening

-6
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of such propocals and to examine each proposal submitteds
Applicant should reserve the right to feject all proposalsy,
Upon being advised of the price at which applicant desires
to sell said Series M bonds the Commission will enter a

supplenental order in this application.
02D

acific Gas and Zleetric Coapeny heving applied to the
Railroad Commission for vermission to issue and sell 380,600;000
of First and Refunding Mortguge 3onds, Series M, 3%, due
December 1, 1979, and for such other eUthority as indicated in
the foregoing Opinion, and the Comzission having comsidered
applicéﬁt's fequests nd it being of the opinion that Pacific
Gas and Tlectric Company shall publicly invite sealed, written
proposals for the purchase or underwriting of said Series M
bonds; that the monuy,. property or labor to be procured or paid
for through stch issue i3 reascnadbly recuired by applicant for
the purposes-herein specified; that the expenditures for such:
purposes, other than the use of the accrued interest,  are not,
iﬁ whole or:in pert, reasonably chergeable to operating expenses
.or to income, and that this epplication should be granted’
subject to the provislons of this oxder.

IT°IS HIRTBY QORDZRED as follows:

1.. Pacific Ges end Slectric Company may; after the

effective date nercol arnd on or before June 15, 1945, 'issue and

sell av the'price fixed by a supdplementel order, $80,000,000

principal amount of its First and.Refunding Mortgage Bonds, -
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. .

-

Series M, 3%, due Decemder 1, 1979, said bonds to be in the
forms prescribed in the resolution of applicant's Zoard of
Directors on file‘in this application as Zxhibit "C". Pacific
Gag and Zlectric Company shall use the proceeds (exclusive of
accrued interest) derived froz the issue end sale of said bonds,
to’pay'in rert the cost of redeeming on or before June L, 1945,
its outstanding First and Refunding iortgage Bonds, Series G

4%,. due December 1, 1964. The acerued interest mey be used

‘UY appliCaﬁﬁ fOP général corporeie ournoses. Pending the
preparation and delivery of definitive bvonds, Pacific Gas and'
Eiectric.Compﬁny may execute, authenticate and deliver in liew
of such defirnitive bonds, temporary bords, such temporary donds
to be issued and scld uﬁdér the same teras and conditions es
applicant is authorized to issue and sell definitive First aznd
Refunding Mortgage Bonds of Series M.

| 2. The suthority rerein granted will become effective
when the Railroad Commicsion has entered a cupplemental order:
Tixing the price et which Pecific Ges 2nd Zlectric Company may
sell seid Seriés M bonds and when Pacific Cas and Electric’
Company hes peié the fee preseribed by Section 57 of the Pudblic
Utiiitieé ACt. |

3. Pacific Ges and Electric Company may deviate from

the wniforn systems of accounts prescrided by the Railroad
Commissioen for electric corporations, gas corporatioas and
water corporatlions, gnd azortize on or before December 1, 1279
the disqount, expense and preaium of about $7,109,839.90 plus
the premium paid uwpon the redemption of seid Series 6, 4%,

bonds less such savings of taxes based on income hercafter

5 8
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credited to unamortized bond discount and expense provided
‘thet the Cemmission reserves the right to withdraw.the
permission herein grented to deviate from said .uniform system
of accounts, and to deterazine hereafter whether the cherges
. necessary to emortize sald bond discount, expense and prexium
should be included in.the cost of money to Facifiic Gas and
' Elec;ric‘ComQany.
4%, Pacific Gas and Electric Company shell filé with
.the Railroed Commission within thirty (30) days after the Issue
,and sale of sald bonds, a complete copy of .its Registration
-Stateaent filed with.the Securities and Zxchenge Commission,
including the exhibits referréd to therein, except .such exhibits
~as have previously been filed with the Railroad Commission.
5;~,Pac;rib Gas and Electric Compeny skall file with
.the Reilrodd Commission a report.or reports reguired by the
Commission's General Order No. 24-A, which Order. insofer as
A applicable;is aade a part of. this .Qrder.
.6.' Pacific Ges and Electric Company shall, on.ox
before September-30, 1945, file with the Reilroad Commission
a- statement showing in detail the expenses. incurred because
. of the issue and sale of said Series M, ‘3%, Bonds, and the
. redemption of said Series G, 4%, Bonds.
Dated‘athéngFrancisco, Culifornia, thils {LQ;?an of
~ Mareh, 1948.

////%ﬂ/5/0 @%« e

Commiss iomers *




