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Decision No. SFe e

BEFORE TEE RATLROAD COMMISSION OF TEE STATZ OF CALIFORNIA

In the matter of the application

‘of PACIFIC GAS AND ZLECTRIC COLPANY,
s corporation, for an order of tho
Railroad Commission of the State of
California euthorizing applicant to
issue - $49,000,000 principal amount
of its First and Refunding Mortgage
Bonds; Series N, %, due December 1,
1977, and to use the proceeds for
the purposes specified in this
petition, etc.

Application
Noy 26985

e B Asr St A i e faas N —

‘BY TEE COMMISSION:

' SECOND SUPPLEMENTAL OPINION

By Decision Nq. 38297, dated October 16, 1945, .apd;ng.qisiqn Now

38312, dated October:.17,:1945, ‘4in:the mbove entitled matter, .the Rg;;rggd
‘Cormission' authorized Pacific Gas and ITlectric-Company, to ‘;;sgo,‘_ar%d_ :_r.e:‘l.:% ’
‘at+104.799%%ves. facevvalue: plus-. accrued- interest, 349 .OC_)Q »000 of f;.rst”eg‘:_\d
.refunding mortgege bonds, Series ¥, 3%, due-December 1,.1977, and o .}'xgxe!_;:‘_l';.e
. proceeds’ to pay ‘the cost.of redeeming $49,000,000 of first and reru.nd.ing

mortgage bonds, Series I, 3%, due June. 1, 196§.

“ The: compeny. reports thet as.of December 31, 1945, the neﬁ; 51\1_3;:3}111},
" gxpense and premjums on the books rsleted to bonds refunded by, the ;»fz‘s,goo.‘ooo
of ‘Series I bonds, and the. lssue of suck bdonds will amount, to ,31'7.-0.?’8.99',95,,@’1“
" that 1t will be compelled 10 ;expend.y2,475,000 An premiums snd .expenses o
* pay ‘such bomds, the two items aggregating 33,184,800,85. It estimates the
> et premfun to de received turough-the,issue snd sale ©f .the new Series N _
bonds '.w#z'.mz-,‘soe. .in."additio,n; 1t :estimates a reduction in.lits :t.qq,egl"al
excessiprofit. taxes of §2,131,186.05 resulting from.the refunding, of.its

- Séries I bonis.
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It is the company’s proposal to charge to Account. 140, ‘U.namortized‘
de‘ot discount and’ exponse,'-tho prexiun’ end oxponses or: @a 475,000 ‘xo be ox=
pended 1n redeeming tho Ceries T bonds and to aredit aga.inst such sum..

poz'tion-$302 ng-oi' the estimted reduction tn the excess profits. tgar.es.
'I‘he balance, together wfth tho 3709 ,800.85 now in Accoun.t 140. a total of
32 882 .108.85 WwAll, ir applicant's proposal s approvad, be amortized vy

charges %o income over.thé life of the now Series N bonds, that is, on'or

berore December l 1977. The net premium o:r ...2,3.'?2,:508 20 be :received

o

through the 1ssue of tho new Serdies N ‘bonds will bo crod.itod o Account 240,
Unamrt‘xzed premium on debv, and wri*:ten oﬁ' over 'the 1ite of .caid ’bouds.

'It will be noted that fhe debst balence Un. Account 140 will exceed the ereqit

V AT
bclo.nca 111 Account 240 by'o'709 800.85.

' "

As stated, api:ilc'aht estimates the total-reduction in. 1te rederal
e:cces.. proﬂto taxes at o2, 131,186. 06 or which it proposes ‘to crod:.'t .;'»302 692
to Account 140. The remaining 31,828, 494 05 11'. proposes to credit. to 11;3

Reserve ror Pensions.

On this point “the testimony of applicant‘'s comptroller Bhows that

the compe.ny has beenz and 13. aocumulating a reserve for,the pment of pen~
§
sions tor po.st aervice, that i.s, ‘Service mth the conzpany prior, to January i,

193‘7- that as or August 31, 1945, the bo.lancc in the reeerve, amountod to
$10 720 508.86 -and tha‘t in his opinion, as or vDecember 31, 1944, tne actuarial
'f

roservo roquiromont was approximtoly W3, OO0.000 on the eraded reurement

~

ba.sis. Rotéronco was made by ‘the comptroller to:Mlbit So.ini;roduceg. in

Case Noe '4'}49, a ges “rate proceeding now: pending before the Commission, in

N $our b ) .o
which a Cormission engineer estimoted the: pension reserve requirement as of
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 Docomber 31, 1944, rat $12,017,739 on the graded’ retiremedt basis( ! and at
ot , Y .
$13,710,041 on'the amormal retirement bvasis. -The presently proposed additlon
%0 the resgerve Of the tax savings of £1,828,454.05 would bring’th‘.a‘fétél‘bal—

ance up to 313;549.002.'91(2)'aa of August 31,-1945.

We have considered applicant®s proposed accounting “tredtment -of ':the
several \¥tems .reforred 'to .herein and for cecomnting purposes ap‘d ‘¢ofivenience
will .indicate our approvel 'with certein modifications. So far as ‘the entries
dn, Accounts 140 and 240 are concerned, -t 'should 'beiunderstood that ‘0o per-
mission is .being granmted applicant to sot-off the dobit balance agsociated
with the Serdes T bonds sgainst the ‘credit ‘belarce usscciated with ‘the ‘Sertes
N bonds. We believe the smounts charged ‘and to be charged to Account 140 4
comection with the Serdes T 'bonds should be'dmoitized on or before Jume a2y

1966, the stated maturity date of such Serdes I ‘bonds.

AS 40 the dlsposition of the estimated reduction of +2,13L4186%w05
in the federal excess profits ‘taxes, we 4o not believe 'tha"t this nom-recwrring
reduction 13 an operating expenses We belicve ft should be ‘shown ‘'n Account
507-A 98 "Tax Saving on iaond Refund ing" with an appropriate foot-note ‘showing
the amount trensferred to bond discount and the amount t6 Reserve for Pemsionss
It should be understood that in this decision we are mot passimg om the
reasonablogees or adequacy of the balance in the reserve and Yhe rate zmd
nethod of accumulstion, and are 1n no way modifying our position with regtrd

to so-called past pemsion liabilities of utilitles.

(1) According to the witness, the groded retirehent basis contemplates
that certain employees will remsin in the service of the company alter
reaching the retirement sge specified in the pension plane

(2) The Commisston by Ducision No« 37813, dsted April 174 19435 directs
Pacific Gas and Electric Compasny to transfer to its pension roBervYe such
portion of $1,719,856.56 credited to Account 228; Taxes acorued, to cover
an alleged deficioncy in 1ts income and excess profits taxes for the yeors
1941-1942, as remxins after the fiscl determination of the amount of addi=
sionnl taxes due. When an agreement 1s reached on the amownt of additionsl
toxes due, 1t may be necessary to amend said Decislon Noes 37815 and apply
the excess credited to said Account 228 t¢ some other puxpose.
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TEIRD SUSPLEVENTAL -ORDER

The Railroed Cormission having given further comsideration to this

applicetion, pexrticularly in so for es it involves the esccounting disposition
of certain items, as indicated in the Toregoing opinion, and good .‘cemse
appearing;

IT IS HEREBY ORDERZD as follows:

1. Pacific Gas end Electric Compeny may charge to Account 140;'
Unamortized debt discount and expense, the premfums required to be paid by
it in redeeming the 349,000,000 of Series I'bonds and the estimated oxpensas
of redeeming seld Serdes I donds, znd may credit to such account the sum of
302,692 representing, in pnr:t., estimated reduetions In federal excess profits
taxes and amortize over the period onding June 1, 1966, the resulting net
debit dbalance.,

2. Pacific Gas and Electric Compeny may amortize,on or before
June 1, 1966,, the amount. now charged to. Account. 140 assoctated with the Serles:
T bonds and the bonds heretofore refunded. by, sald Series I bonds,+ it being
understood_ that. the, Comission. reserves the right to determine in the future
whether. the charges necessary, to amortize said premiums,, digcount" and expenses
referred to in paragrephs 1 end 2 of tkis. order: should be included in the-
cost of money %o, applicant.

3., Peoific Gas and Electric Company ray sccount' for the non-
recurring .reduction during ‘194%5; 1o federal oxcess. profit’ taxéa','eatimnt'ed'by‘
1%. at 32,131,186.05, by.crediting V302,692 as.herelnabove provided to Account’
140,.and by crediting the remainder, 31,828,494.05,.0r such other: sum remain~’
ing after.final determination-and settlement of ‘itsrliadility.for ‘such taxes)*
to Reserve for Pensionsa,

4._ The suthority Lerein- granted will become efféctive -upon “the

date hereof. .
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Dated at Can Franciseo, Czlifornia, this /i —

Novamber, 1945,

(

A 4//%@0

~ " Cormissionore




