
'OF) C ;.-. 1'1..,.." 
Decision, No.. ,>t~U ( 

BEFORE TU: RAILROAD CO~r.ISSION OF nm S'l'Al'Z OF CAUFOENIA. 

In the 'matter ot the application ) 
01' PACIFIC GAS JJ:m SI.Ecnu:C CO~J.N{, } 
a corporat10n, tor an order or tho ) 
R&i1road Comm1s~ion or the State ot ) 
Cai1torn1a author1z1ng appUcant to ) 
1s'sue$49.000.,~ principal amoun.t ) 
ot l'ts First -aud Ret'lmd1ng :Mortge.ao ) 
:BOna.s. :Seriee N. ~. due .Deeember 1~ 1 
1977., and to use the l'lroeeeds tor ) 
the ;purposes 8pec~1ed 1n 'tMs ) 
pet1't ;S;OIl ,e'te .) 

----------------------~~~) 

'BY 'lm' C01&ISSION: 

, . 

.A.Pp~1cat~pn 
'No 26985" 

, , .,'.,., 

" ~O!\'D SO?PI..:El:EmAI. OPINION 

By Deelslon Nq., 38297. ;dated Oe,tober 'l~, '194,5, Il;1ld .:pe,els1on No .. 
o ~"..,. • 

38312, dated Octo'ber ;17, :1945, 1n.:the ,a'bo,ve ~nt1tled matter, ,the Ra1lroed . '. .. . . ......... 
'Commission'authorized' Pecitic' Gas and ,E).ec't.l'ie ~COmpe.ny1 to issue and, sell,~ ".. , .. " '" .. '. ., 
'at'104.799~"..t. tace·'Talue:.plus·,e.ocrued·1r.terest. ~9,OOO,OOO ot t~rst, and • .. _. . \.' I' .... 

. ret'lmd1llg ,mortgage bonds, .series N, .~, .due·'December 1,.1977, ~d .to use :t~e 
• . '.. • r.., A." ~. 1\ " 

~ pro-e'oe'ds' to pay ~he .cost 01': redeel1'.1ng . .u~,009,~ 01' t.1rst ~d. r.~~~.~ 

mortgag~ ~Olld». Ser1~s'I~ ~~due·June.t.'l96~. 

, The: company. reports. that. ,as,ot De,.cembe17 31, 1945 .. the net :d1seount# 
.. r •• • ,,' 110 , •• I , 

"expeuse and. prem1"U%1'.S. -on ;the 'booka ~le.ted to. .. ~r.ds re1:'un~ed 'bl".,the ~9tO.OO.OOO 
• .,.' r:. •• ". of • 

';o!,~Series I bonds, and :the:..issue ,ot. .su~h bonds. will amount,,:to ~709,~Oq~85.,and 
... • .' , t ' 

. 'tna-t it· wm "be 'eo~lleci ,to ;.expend,~;4!5,OOO.,1n (prem1ums end .expell5e~'to '... ",... .... ' .. 

" ~ay ,'such ,'boUds. :the .two :items. ~ggregat1.zlg.~ ,~.,~90~~~. It., ,:~~te~ -;he 

:'). riet'pr,em1-um tc'be r>eeeiT.ed tbrough. the .. 1~sue end, sale ..of :the"l?-8W, S~r~eS: N 

'bonds ',at-l$:a.t172~·308 •. :In':addlt1~n) .,it :es.'t1matos ~ ::ed~ct1~~ .1l::1 ts. t.e.~~~ 

e'XcesS'\'prOf1t, taxes'ot· ~2tl~1,:le6,.05. .re~~,1ug tro~':~~? ~~~~. ot .1'ts 

. Series I 'bonds. 

'-1 



. 
It is the comPany.'·s proposal to char~e t'O Ac~o~t, 1~0, U.z;81:1ort.1Zt3~ 

.,.. • • f. ,: 
debt diScount' and' expell6e,' the' pre:n1~- and expenses· 0:t"$2,4"'~',O.oo :'1.,'0 b;e. ex: 

" " ~.'I .... J. ," • f • • '. I.' 
;pended in redeeming th'e ~er1'es I 'bonds and te ax:ed1 t. against such ~ .. a 

t.' , .... ' ,f , • • • 4 ,_ .' I - • ..' f .• 

port1en-$302 ;(:;'<]2~r the est1m.a.ted: reductien. 1n the excess pret1ta tllXes...· . 
I • .' . y • .. .... 4 .. ' 

~ • . ~ .' '.. ,. , j. ,-

The 'balanC'e, tegether ~th' the ~709 ,.aoo.as now in Acceunt 140. a total 'Ot . • . ~ r" ',' f 

\ .' • • • tI .~ . 

$2 .• ea2;loe~85 Will, it app1.1cBllt's pr'Oposal 16 tlpproved, be am'Ort~z~d 'by 
'. .. " , 

• ~ I • • • 

cbarge~ t~ 1~6?me over. the lite et the new Ser1~s.N bends, ibAt ;s~ ~n~~~ 
"., .. 

befOre 'Decem'b'~r 1', 1977.:. The nc't prem1um Of .;2;J:7.2 .. '3OS :te be ~e1..,ed 
'.t ~... ..... ...~ . -.' 

•. I 4 • • f ,.. .. ~ , 

thr'Ouah the issue or th~f 'new Sl:!r1es N' "bonds ,will b() ;ereM:ted tc Aeco~t ,240, 
• .. • • . • ,.... '......... .J.. 

U~rt1:zed pr~lri1iJm 'on debt', ~d ~l'tten . 'Ott c'V'er ':th~ l.Ue et: ,said ,bends. , , . . .. .. .. ~, ' ... \ 

It will be ~ted that ~he ~e'b1~ ~alcnce 'in.Acccunt 1~0:w111 ,o~~Qed ,t~e ere~1t 
:,. # ., ..... '. c ~ J I 

balance ·in AccOUnt 240 by' e109 ,soo .. as .. 

. As' ~t~tea. applicant est'1me.tes tlle. total, reduction, ~n. ii'S redereJ. . .' . 
• -;, ",.-, ,. 'j t"" 

exces~ prcr1ts taxes at $2',1:31 ,'l86' .. oe;; 'Or which it pl'Ol'Oses.'to cred,1 't ~.OZ' ,6.92 
.. .'. ... .. ,I 

" 
tc "Account 140. The 'rema1l:l.1ng ;'1,828,494.;05. 'it ·p:opeses to ere"it. tc :1 tB 

Re'serve tcr p·e~sio:ri.s. 

On this :point: 'the test i:noIlY' et: a:pplicant· So comptroUer -shows that 
~ " .., " 

the ccm~y' ha~ 'b~ell! '~d ,is, liecumu:l;o.ti%lg a reserve tcr .• the .P8Yll1~nt; ct ~ .. 
\ • r • ~ ~. " 

S1'O~ :t~r pe.st 8ernee,~ thai; ~s. 'service ~:h'. thecoznp~ pr1er, to .J:~~'l, 

19~7';:' t~t' tlS' 'Or, AUg'ust' ozl, 194~·,. the- be.land~' 1n. the, re.eerv:e. amounte,ci te 
• ' ~ I I 

, ',j',", . ~ ~ '. . , . I'; t I " 

$10,720,508.86; • and that- ii h1s opinion,: 0,5 c.t.rT.)ec~ber ~l" ~.",,. . 'the ... e.ct.uar1el 
~ "'. • t ,. ,..,.." .( I.. .-, . ' .•. 

reserve requirement' was ·e.p:prox1m't·elY ~3.000..000, on the. graded retirement 
•• , " 'I 

b~S'1S~ :R~t'e;en~e was ~de bY·the·'·comptroller t.C~b1t 53.1:o.t.roduced 1n . '. ,. . (, 

Ce.S~·NO.·4~49, ~ sas~rate'pr'Oceed1ng now~pen~1ng'bo!o~e the Cemmissicn, in . . . " "".. ~ , . 
, •. " '.:' t , .• • • which ~ Ccmmission engineer e8t1mc.ted the: pendon resene requirement as 'Or . . .... 



. .A:.26,985.'. ,Be • 
. (l) '4, 

'Doeember.34.._1944. •. ~at ~1.2.9l'Z,'739 on'the graded'retirement basiS and at. 
, ... ., . '\. 

~13.710,041 on/the ~ormal'~et1re~ent ~s1e. ·The ·preeentlyproposed a4dltlon 

to the're~erve or ,the tQX savings, or ~l.S28,494.0~ would br1ngrthoctotCl~bel

o.nce ,up "'to ~1~,549 .002.9l. (2 L Q.S ot August 31, ~1'945. 

':le <b,c,ve considered appltcan't·s 'proposed a.ccount1:ng ~'reritmerlt ·or "the 

severo.l ~~em8 -~et~ned ·to :her8U and : tor c.eeount1!'.1g :p'i.lrposes and :conven1ence 
'will.indica.te om" approv.al. 'wj:th .ee.rte1"n moM:t1ec:W,ona. 'So ~r-or as tthe e'ntr1e's 

',in .Ac:counts .l40 and 2.40 'are .c.oncerne4., .:tt' should 'be :U!id'erstood ~t :'Uo pet:-

m1ss10n '1s .be1:l8:grel1ted. ap.:pl.ic:ant to SGt~tt the dc~1t ~balance associated 

,w,1th the Ser.1e8 'I bondsagtli1lSt ·the 'C"red1't :'oa1aIic'e o.~sOcie.ted W!th 'thtJ' serle:: 

N .bonds.. We .bd1e:V'e 'the ~ounts ehorged 'tIJld t'o 'be c~rgea "to Account r·a:o ~1il 
connection with the Serit}s 'I "'bands should ~e 'O::nort'1zed on or bljtore :rUno ~t 

1966, the sto:ted mc.tur11'.y da'te or such $or1es ,I ':bon'ds-• 

.As 'to the d1sposi'tion or 'the est1ma'ted reduct'i-on ot ..;;2o,i:}l\~S6·~¢5 

in 'the .r·edere.l excess prcNts'taxes., we Qo no't ~e11eve 'the't t'hi6 'nOn~rec,:.r1'il8 

reduetion 15 an opero.'t11lg ,expeu.se. 7Ie bel4.eve 1't should 'be 'shown 'tn Account 

507-A as "Tex Saving 'On Bond Retund1ng'" with an o.p~l>~io.'te toot-note 'shOWing 

the 0JI10UXLt t:re.IlSter:red to 'bond discoUht end the Olnoun't 't¢ ReserVe ror Pen:sions. 

It should be understood tho.t ill 'this decision w~ are 'n'Ot ,p'e.ss11:l8. 'on the 

reesouc.b1onees or a¢eq,U8.C'y' ot the 'oalcnee in the r&aerve c:ad the rateaad 

method of o.e~umule.t1on., and ~U'o in no wa::f mod1tylng 'Cur :pOSition with regc.;rd 

to so-called past :pension 11~'o11i't1es or u~1l1tles. 

{ l} .A.ecord1llg to the -Witness, the gro.d.ed ret1remeni basie o:o:c.templatee 
tbtlt certain employees will ramain in the sen1ce of the OOD::P~ after 
renching the reti~ent o.ge speciried 1n the pension plan. 

(2) The COmmission by Dtlc1s1on No .. ~7815, chted APril l'7 f 1945, diraets 
Pac1t1c Gas and Electric Compe.n;y to t:r:anster to its pension Nsei'te such 
port.1o.n or ,,1,119,.856 .. 56 credi'tf.)d to Acco'Wlt 22801 Taxes acorued, to cover 
o.n elleg~d do1'1c1lilncy in itS' income o.nd eXcess pro1'its 't:QXoS tor the Years 
1941-1942,. as remo:ins atter ths t1nel. deton1nat10n ot tlle dOunt ot e.dd1-= 
ti,om1 to.xes due. When an agreement is t'oaeh\)d on the omount ot additional. 
tc.xes dU.8~ it. may be necesse.l"1 to amenl1 Bnid D~c1810n No", 37815 and apply 
the t:X.cess credited to said Account 228 to Bom@ othe:- purpose. 



• 
The R:l.1lroe.d COrnZuss1on havii:lg givan turther consideration to thts 

app~~ce.tion, particularly in so tar e.s it involves the accounting disposition 

ot oertc.1n i t~, c.a ind1e~ted in the :!'orego1ll3 op1n1o:n7 and good cause 

c.ppec.r1ng ; 

IT IS HEREBY ORDERZO :lS rollows: 

~. Pac1tic Cie.= and Electric Com.pex:Iy may charge to Account l40, 

Unamortized debt discount end expense, the premiums required to be paid 15y 

~t ~n :r;edeem1ug ~he ~9'".OOO,OOO ot ~er1es I.'bondS and the est1me.t-ed expenses 

ot r,edeemitJg said Serie.s I bonds, tllld 1fJ!Y c:redtt to' suell Il.ccoun't the sum' or 

Z302,.,692 repU8ent~ng, 1n pe.rt~ est1.me.ted reductions !n. !'ederal eXC~S8 prot1'is 

tU!3S and. tllDort,1ze over t-he pertod ,;,nd1llg' J"me. l_ 1966 .. tJle resul"t1ng n-et 

debit balance. , 

June l~. ~9~.6,. the amoUXI.t~ now' ~ged to. Account. l40 assoc1at'ed wn·"b, the' Ser1oe' 

:t: ~u~s end·tfhe bonds heretotore retwld'eG.. by. said Series. I bond 8 ,.1t being' 

~ers:t~~d .. ~t-, the, Comtss1on. x:~ser.v.t:s the r.1ght' to det'ermine in the tuture 

whether.the Charges neeassarY"to a~ortize said prem1ums,.d1seo~~Qnd expen&es 

r\et,err~!1 t<> in para.graphs 1 and 2 ot· tl::is, ordar: should, b'e included ~h the-' 

cost .' or: money to, appl1,ee.nt. 

3 •• Pe.oit'ic, Gas and. Electric Compo.Dy ray Qccount' tor' the non-

re~urr~pg .reduct1on,. during 'l94:>, In. rl:ltlero.l', oxcess: pX'O:r1"t~ taxes',' est1me.t'ed 'by' 

it. at ~2 .. 131,~86 .. 0S, bYic:redit1llg :;;;300',992 as .. here1iltlbove prov1cied to Account" 

l~O,. an~ by cred1t1llg tharelll3.1%l.der, .;1~62ef494.05 •. or' such other' sum,rellla1n-' 

1ug ~t)r .tinal detcrm1ne.tion ',tlnd settlement ~ot ·1ts:'H,tlbU1ty·tor 7such taxes;' 

to Reserv.e tor Pensions •• 

4.,. 'l'he tluthority .r.erein" granted will becom.e· e:ttect1ve . upon "the 

date llereot. ~; 



A~6985; .• :IX; .: • 

~ 
Dated at San Fronc1sco y Ce.l1t'orn1e.. this ).5 - day of 

Novemb-er. 1945 .. 


