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Decision No. 
~ ... ~. I .' •• 

BEFORE TEE RAILROAD CO~ISSION OF lEE SThTE OF CAL!FOP~!A 
I, I 

~ . . ", . 

In the Matte:- of the Application or 
Pacific ·-Ca.s- a.",d: Elect:.-ic: C OI!1P any ~ :-a 
corporation~: for an order of the. 
Railroad Co~ission a~thOl·iz:i.ng it 
to· issue and sell $1) ,ooe, 000 , pl":t:."lcip~l 
mnount-.of i,ts .First a.,."d Refunding·· 
Mo:r;tgage· Bonds, 'Series 0 ~ 3%., du~ Dece::'oer 
1",19,7; 1 and to use ~he. proc;e'eds.for ,the' , 
purpose specif:L·ed in~ thispetitio:l .. ' etc .. 

) .. .. 
) 
· .. 
) 
· · ) 
.. · ) 

. ",.. . . . : - - - ... - - - - - - - ~'''' - - -.- - - - - ... 

Apl'lication 
.' No.. 27'...41'·', 

" u'ILT.I ·1\;.~ ~ .. BI""SL~·Y, .. ::.. .. O~~ ...... ~·o".. t: G~"'Dt:'<:' d - '.' .D ~"".T WI _ ~...., v... .., "~ _.. ...n ... >J, un :... ~ ... ' U v Jr __ , 

. tor,·.:.pplica.r.t. 
. . . 

JO~ J. OTTOOLE, City Attorney, DrON R. EOLM, Assist~~t 
Ci ty. Attorney .. and.., P;"8,1. A.' BECK;. Chief" V~lua tion a."'ld" 
Rate Eneineer, by,PAOL,A •• BECK, 
for City of: Sa.."l' Fra.."lcisco, interested pCi,:-ty. 

BY Ta: COMMISS!ON: 

. ., , . ' .. 

The Pacific Cas snd Electric Compa"lY a~%s the Co~

mission to enter its order authorizing ~pp11car..t to issue ~l·lC. 
.,' . ' '",; . , ft, I .' •.• 

sell? for the purpose hereinafter st~ted .. $13~OOO,OOO of its 

First and Refunding Mortgage 'Bonds, series 0,'3%,. due D~Ce~bel" l, 
, , · . · ... ,', 
1975. 

• ." ., ';' , • . ... ~ 1 I' I " • " .: f ~ • j.. ; 
applicant asks author1~y to authenticate ~~d deliver, in lieu of 
• ~ , .,' ";. f t ~. ,'. .' '. + • ~ ~" .". ~ ~ '\I' •• ' 

such det1nitiv0 oonds, temporary bones, such temporary bonds to 
" • • , '..... ~ #. • .). 'oil : : ,,' .' .' • I • • 

be issued ~~d sold under the sa~~ teres and conditions as the 
." t-

der~1t1ve First and Refunding Mortga~~ Eo~~ ~r'Ser1eS O. 
, . , . .. . .. 

,. ! . ". ;. I .'. 

Applicant further asks pe~1ss1on to credit, to its reserve tor 
. ,,, .. 

; .. .' -, -

-1 



•• 
,p~ns~ons the ~ec4~c~ion ... ·es:c·i:natce ,at $~ .. ~OO)9:O.o~ ~n ~,t.~ ~e~~::~l 

exces~ profi.ts t.::.xcs· for .tl?e, year 1945 .. to .I:esll1t fro:n the fl.!..'1d-:-
. ,. . . .,'. .' 

Ja.nuary 1 
.• ,It .'. ' 

The propos'?c bon:~ iss~e or .$l3,O.OC,O~9 ;.~ p~~:np~ed .by 
. . ., .' 

applicant.' s desire 'co "s~a.b11sh .c. .trust i"t.md which, .t.og~:t~~er "::i.th 
• ' • f" • ., • ~' , • t.. . ~ I. " • ".. 'f"'. t" .' •• 

~he ~~al il?-~.<::r.<::st .c~ .. ,e~:t:t :t.r;.cr~to)' "N~ll ~e s1.?-f~;c.ien.:e ;OL"L€,,'6~' 

all re:tirement incomes {p.er.sio~s) f'Jr past servicez or its .. ' . . ... _. ". .. ....,.. 

f:~p~~y~ez, ~d p~uco ap?~:tca.."lt fn a j?9!,)i;ti~l?- ~~o g.l:1ar;;.r.te.~ .~y,:" 

::nent to employee.s of retirc;:lent incO!.'1es for zuch pcts;t ser.Y'ic~s. 
.' • I ~.., I. •• 4, ' • ,. • • • • , ... •• • .• 

The record shows. that si..""lce 19l.6 appllca."l:t ba.s ~d.c pro.v1si.on 
f" .' , I • • • ~ •• " • • p" ,. ... • • ~ • 

~.o~ pon.s~~n. p::;~~n,~,s ~o ;re:tir1=:~.g ~":.p.l.oye,e~ ~ Tl?is p1~ .w.~? 

.~en,~.ed pcto:c>e:- 1, 192~; ~n 1?;3.7 ~t<:...do.p~~.4 a r~.1?ir.en:eJ?E- .pl~ .. 

e:f.'£.ecti;ve as 'of J~uary 1, 19.37, to provid.e retir.emen~ illco~es 
• ..' • • • •• • f ", I .,; • I' •• tI.. . ... I. • .. 

for. el:i:,&ible e.m!,loY,ees based on ,ser:vice after t.bZ.j~ date. In 
. " ,I .' ." . ., ..' \. ' •. '.. '. .' 

tPiz plan :::.pplican:c· stated :tl"'.at it hopes a.."'ld exp~cts t.c" pro~Jic.,c! 
• ~ f' ".1' '. '. ' • r'" •• . ~ \ ~',.. " ••..• 

independently of 'the 1937 plan .. a."ld wholly at its oy.':l expense, 
• • ~ - '. • • • .• "'. • ••• 'f .,. • • • • 

L~come for past service for ~hose who join the p~, buz such 
• '. .' .. 1 II, .', '." It ...... • • • 

. 
time to time 'be granted by the Boar! of Direct-ors of applicant. 
'. '. • I ,I • " • I I. '. • I • '. ." , 

Recently ~pplic~~t adopted a. Retiremont Pl~"l ~o~ering S.er~ic~s 
'.. 'oj A. .' I. ". , .. ' ,... •• '. '. • , .' • 

~=1o;t' to Jc.nuz:.ry 1, 19..37. Subject to the cond:itions heX'~1nCl.fte~ 
, • "p' ,,' , • ~ 1', • ,... • ~ , • h. 4' I. • • • ~. • • .' '-

~~a:C~d .. i~ will m.J.ke the plan effective as o!.oe¢ec.l:>~r 1 .. 1945 .. 
, . ,. . '. '. ' ' ...' .' , . '.. . " . . " ... " 

A c~py of the pla.."l· is Oll £i10 in tlU.s Applicat.ion as Exhibit ,"C11 .. 
• ',' of ...... , .~, .' I ,', " • '. ill,' .' ._ ••• ,,~ ... ',.. 

l;ne plan ooligates appli.ca.."'lt :Co pay to thE: trus,tee U!ldc.~ t;ne 
.. . , .' "~."'. ' '0. .' ',,,, . , .. . . • . • 't 

p~n~ion.c ~1lt.Id $13 ,..600 .. ·OOO~ If th1$ ~ollnt, togethE:r :with. t~e 
• • ..... /I. , " I, ..' , • • • • I • .. 

income t~refrom,. p~ov.es insufficient to pay the penSions pro~ 
• t j • I'. I ,f! '. II ... I .... ',' I .' •• ,' rio I ". .. 

yiciec. for lJ..."ld.er th~ pl~ .. c:.pp11cant will nmke aec.i:.1ond.l c:ont:i-
• ", .' •• • ~ .. II. '... ~... .,. '. "" '..' '." I. .... 4 .. 
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service benefi t~ provic.ec. "Under the plan, as o,r D~ce!':l.~r .3l, 
.. .:,' . :' .:. ";':1 . I, 

1944, computed on a 3% o~zis, assuming retir,e::len~ ,:01.' . ~mp1oY,ees . 
~ •.• • *' , .' • • ~ ~ ',t • • 'II • of' 

at nOI'!:l2.l reti:-ement date, is estimated at $14,679,364. The . ' " ... ... ' 
~ctu~lliaoility cannot be det~rmined at this time • 

. ' " 

Applic~~t as part of its proposed pension pl~~, will 
. !' " ' 

execute So trust e,greement vlith the Crocker First National B~""..k 
, .,. t •• 

or San Francisco as t~stee. A copy of such ~greement i~ on 
" . ~.' . . , 

file as Exhi 'oi t "DTf.. ,The t~ustee will holcl ~"lcl disburs<?, the 

trust funds and the L~co~e therefrom, in accoraaccewith the 
'. 

plan and trust agree:ent. 
_ .• t 

A:pp1ica:lt t s Exec~tive Committee of: its Board of Direc-
t, • \,j •• I I' " •• ' " 

f • 'It. • 

tors has approyed the pl~"l and ~he trust agreement, su'oj~ct to 
, • ".: , I, , • ~ ••• • '. ..... • •• ' ',- • \ • • 

the conclitionthat the pla.~ s~,ll become effective only if and 
. , •. .' ~. .' .' I'". '. • . • \- • I . •. ,', . I , • 

when (a) th~ Cocmi~sionel' o! !nteIT.3.1 ?"e·.J'ent:.e sr~llh:.1.ve appro"'led 
, " : •. ';;1 ~'" ':: .,. ~'." .~~. ',,:. '. '. f " : •• ' '," 

the plan as qualitying ~cler Section 165(a) of the Interna! 
.. " :' It'.'".. " . oJ .. !:' • I ~ ~ I. !!. I, . ... ~ . '. • • • 

" 

·Revenue Code and, (b) this Commission s1"v'1l1 authori.zc the sD.le by 
. '. .. ' I' . /. ~ . ,. ".. . . . . . ' . ..' 

applicant to said Crocker first National Bank, of S~n Fr~~c!sco as 
• :' ••••• " " • ~ •• ~ ," • ' •• ". • < • f .' j. I. ' • 

trustee under the proposed trust agreement, $13,000,000 principal 
• ',", :,... T',' ;.' •• , j .' • ') .." • I ~ to. .'_ ~. " 

amo~t of,app11cant's First an~ Refundir~ ~ortgage.30nds, Series 
"I • I 

0. The testimony shows that applie~~t is tuking all necessary ., 

action to qua11fy the plan as a t~~ exem~t trust. 
~ . 

. ~'-. .. , : ,', .' 

Applico:nt ho.c., 0l?-. Octo.~.er 31, 1945,. a ~redi t of 
,\ ... 

$10,710,.211 .. 78 to its reserve for pensio~s fo:- p~st servicez.. I:t 
',\' •• , '. • •• ~ , • "I. • I • ,,' '* ~. 

'will further credit to such reserve 3bout $1,800,000 representing 
,. . " .' 110. ... ' . .... . f 

a ~onrecurring reduction in teceral excezs profits taxes re-
.' '. .. ,,' • I •• ~ '. : I I ;: .. ,,.' •• I : " I 

sulting from. the refunding of its $49,,000,000 Se:-ies !, 3i% 
, • .' <# • ~ _ ~. :. • ~": ~ ~ :;," •• ', ft.., '. ". , 

bonds, ~"ld, 1f author1zed by the Coomi~sion to do so, ~ill credit 
, " '. .' • , ~ , I 

to said reserve about $1,100,000 of nonrecurring saving in 



. 
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Section 165(~} of the Internal Reven~e Code. 

The ~estimony shows th4t applicant's Executive 

Co~ttee of its Board of Directors ~dopted a resol~tion (Exhibit 

nFtt) aut?-oriZing t:hc execution,. authentic.::.t1on, iss'ue 'and deliv

~ry o~ First ~~d-Refuneing ~ortgage Bond~ of a ~cv: se=i~s to be 

designated Series 0, of the aggregate princip~l a:o~t of 

$l3,'OOO:,000. The bonds will '~ d<::.t~d December' 1, 1945, and. 

matore Dec0:nber 1. ... 1975. They 'bea.r i.."l'c-crcst at the rtlt.::: o~ :37~ 

p~r ~~um, payable scmi-~~~uelly on J~e 1, and D~ce~be= 1 of 

each-year. 1hey a:e, subject to tn, zonditions s~t forth in 

said resolution, r~dee~ole at the p~inci,al ~ount thereof ~d 

-accrued interest. Applicz.nt intends to sell the $13,000,000 .of 

boncis at psr and aC'crl)'ec. l.."'lterest to Crocker First Nat:~onal :&:.r.k 

. of San Fra.."'l<:isco, trustee l.l,,'lder its p::,opo:;~d t:-uz't agrtl~I11E'!'l: .. 

purposes. In this con..'"lecti.on, bopplicant rcpo:ots in E:r.nii;:lt "Grr 

that it has expended to Augc.st 31~ 1945, $17S,,03l,,617 .. 1l fa:: 

cap1 tal purposes which :-.;.ve rlot b~en fin~c(:d through the izst:e 

or stock, 'bonds, notes or other ev:i,denc~s 0:." ~ee'btcdn-ezs. The 

order herein wi.ll,autho:-ize applicant to iSS1.le said- $l.3,OOO,OOO 

of bonds" out it should not be co~strued ~s a finding that ~1 0: 
said $17e,~~1,~17.11 ~pres~nts proper charges to fixed capital 

~¢CO!.m.ts .or that k.L'ppJ,.ica."1t T s treac.ury shoulc. be reicbursc:d for 

all or said exp'(:nc.1 tl.1r~S ,,' , 

-4 
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'. 
!he P~ci£ic Gssar.d Elect~ic Co~par~ having applied to 

the Railroad Co~ssion for -oermission to issue apd sell 
, . 

, , 

$1.3,,000,000 pri-"lcipa1. a.!nOWlt of its ,~irst a.."'ld Refund.i.'lg Mortgag~ 

Bondz, Series 0, 3%, due December 1, 1975, ar.d for zuch other 
. , 

authority a.s indicated in this application; a public heQ.r!.ng 

having been held before Ex.sminer Fa."'lkh.:.user a."ld the COm:Us~ion 

havi~g consider~d the evidence sub~itted at such hear~ng nnd i~ 

being of the opinion that the money, property or laco::- to be 

proc·ured or paid for 'through the issue of SOlie $1;'"000,,,000 ,of 

bonds is reasonably ::-eq,uired by appl1ca."'lt for th€' pu:-pose 

herein stated; t~~t such p~pOS0, other thMn the use· of accruA.d 

. opera ting expenses or to inco~<: ~ and tr..at this .. ajjplic::k,tion 

shollld ,'oe gra.'ltcd, suoj ect to thE: provisions o! this 'order, 

therefore, 

IT IS HEREBY ORDERED as follows; 

1. ?~cir1c Gas and Elec~ric Company ~y, after the 

, effective date 'heraol" :lnd on or cefo:-e Moreb. 1" 19'46, issue d.!lC 

sell to ~hc Crocke~· First National B~~ of s~ Franci~co~ trust~e 

unc.<:.r the trust .fund :lentionBcl in the fort:going opinio:,.whcn 

es,t~blished~at par and s:cc:"ucd ::.nte::-est,S13 .. 0QO,.OOO of its 

First and Refunding Mortgage Bortds, Se:::-icz 0, 3% .. due December 1, 

1975, said bonds 'to ,be 5.n the form scttorth ,in the rczclution 

'on file in this ai'plicz:.:Ci6n a~ Ex..iU b1 tTfpTT • P.'lcific Go.s $.%ld 

Electric Co~pa"'lY shall.us~ the proce~ds, exclusive of &ccrued 

interest) deriv.ed !:rom 'the issu~ ;"''lcl SELl€: of s:.id bonds to 



re1~burse L~ part its t~~~sury on accour.~ of capit~l ex9~nd1-
, . 

tures mad~ o~ or pr~or to August 31, 1945. The accrued interest 

may b,e used 'OJ'' o.pplica.r..t fo:: gC:ler£l.l corpora.'te purposes '. Pend ... 

ing the prepa~ation ~d delivery of definitive bonds 7 Pacific 
, ., . 

Gas and l::lect:-ic Company rno.y e';Cecute 7 , a,ut~enticate and deliver 

in lieu o! such de!in1t~v~ bo~dS7 temporary bOnds, such te~por~~y 
. . 

bonds to be issued and sold ~~d~r the sacc te:-~s and condit1on~ 
• • '. I , • •• .' 

as D.ppl~c~nt. is authO'r,1zed tc iss'le and ~ell de!'initive _ First 

and Refunding Mortgage Bonds- ot Series' '0., 
• • it .... 

2... Po.~:!.!ic .Gas a.'1d E!e,ctric CO!llPa.~7 ·:nay' acc6u..~t for 

its non-recurri.."lg r-educt1on7 durins 1945" :in federal exce.ss ' 
• • • '. , .' ,,' j 

pro.t"its taxes" esti!tated at ~l,lOO,OOO, because o! pu~'ti.."'lg· in~o 

effect its proposed Ret1!"c~cnt ?1.m Covex:i.."'lg Service!:: ,Prior ,to 

January 1 , , 19.37, by credicing t!"J.e sace to its :::-eserve-for , 

penSions. , ' 

wr..en Pa.cific Gas ~d E~,e~:t.ri~ Co::np\l..~j", ~"las p&1d the fee pr~scribec. 

01 Section 57 of the Pub!ic D~iliti~s Act, wh1c~fee is Six 

'I'ho~s.a..'"ld Two Hundred ,a..."lc' Fifty (.$6,,250..00) Dolln.rs. 

$l.3:,.'OOO,~OO of Series Obono.s, Pacific Gas ,and Electr,~c Company 

sh~ll file wi~~ th~ Ab.~l!'oa6. Cor.unis.sion tVJO ccrt~.!ied.copics of 

its Retire~ent Plan 'Cove:-ins Services Prior to J~"'luary l7 1937, . . ' ... 
e.n<i tV/O cert1fi,ed copies of '~hc trust \:l.greement be~w.e:en it a..o'J.C , .. " . 

, . 
Cro-ckcr F1:;-st 'Na tiollal Bz:..."lk o~ Sa."'). Fra."'lCiSC.o, t:::--us,tee; ~ -w,bich 

, . , " 

_Q.,gr.eem~n:t refere~ce 1stlO.c..e i~ the :ror.e~o,i.."l.g ?p~'"lion~ Itsbf;.ll 

also file wi. th' the CommissiorJ.' Q. report r-equ1rcd ;,y the ,C,o~s-
'., ~ I ,. , 

'sion" $ Gener&.l ',Order No. 24-.A,ythi,c,h: c.rd.er, ill'so.f:o.r a.~ 



A.27141 p •• O?.R.) Be '. 
applicable, is made a part o! this Qrder. 

I 
,d;- . 

Dated at San Francisco, California, this cd - day 

of Dece~tler 7 1945. 

Co:::lI!l1ss1oners 
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I ~vc joinee t~e othe~ Co~=sioners in nppro~~g thiz 

this pension pl~ be czt~bli=hcd on & tunded b~=is a~ the e~rliezt 

poss! ble do:tc. The Co=!:zion~z eccisio::l 

~th tae a~plic3tion of the uti11~ ~s it was presented. Zowever~ 

I do :f'ee~ obliged to express th~ ~ollor:1ng 'thoughts in cormeetion 

par to ~ certnin bank $13~OOO~OOO ~ggrczatc principal amount or 

~irst :ortecge 3% bo~es. ! e~ see ::'0 reason tor the CommiSSion 

tre~t:tne tbis bone. issue m:I7 dif!ere::.tly th3.n it wou1d,~ other bond. 

issue tbat is to be marketed 'by this or r:.::J.Y other utili'ty. I believe 

these bones should be sol~ in a :anner ~s would ~e available the 

proceeds at the lo~est possible eost to the ut11it,y. !,~ ::lQt con-

~~ced tbat tnis is being ~eeomplisned in this case ~der the in

dicated proced.ure. 

I also m~t say that I believe that where aDy regul~ted 

utility estab11shesa pension plan for its e~ployees~ all steps taken 

in connection therewith should be such as to result in the ereatest 

'benefit to the e:nplo1ees at tao 10v:estposs11>!.e,cost to the ~illtY 

~d in .~ to its r~te paye~s. ! believe this could best be ac-

complished b7 req:t;.estine proposals from va:-ious insurance compnro.es 

and financial 1:lsti t1ltions th:'oughout the eOt:ntry who specia.llze 1::. 

this ~ield and b1 selecting the ~ost ~avorable proposition t~t is 

offe'red. 

The trust agree~ent between the Pac~ic Gas and Eleetric 

" 

t~tee, m~es pro~s~on for the control of the investment or the 

the t::-uztee ~!lould. 'be respor.s:':.blc -:or the investment of such !u.o.c!s and 

liable for ~ cl"i""'1nution ::.n eo:mection there\1i ............. ,.~UI\.; ... is not "the 


