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Decision No.  ORSOHL

DR T I

BEFORE TEE RAILROAD COMAISSION OF THE STATE

In the Matter of the Application of
Pacific . -Cas- and:Electric. Company, -a
corporavion,: for an order of the,

Raflroad Commission authorizing it
to.issue and sell $§13,000,000 principal
smount .of its rirst and ne’una ing -
Mortgage Bonds, 'Series 0, 3%, due Decexmber
1, 1975, and to use the. p"occec for the -
purpose soocified in: vnis petztio“, ete.

Appliéation
~NOo. 2714w

N Nl e ey NS

- WILLIAM B. BOSLEY, “05~RI Z. GERDES, and Z. W. DuVil,
Tor.applicant. L A

JOEN J. O'IOOLE, City Attorney, DION R. HOLM, Assistant
Cizy. Attorney, and PAUL A. BECK, Cniof'valu¢t;on and .
Rate Engineer, by ‘PAUL. A.- BECK,
for City of  San: Francisco, intere-ted pa.ty.

BY TEE COMMISSION:

0BIZIQN

The Paci*mc Gag and nlncuric Companj *“f hc Com-
m;sg;oa vO ente* its ordcr autho*;z*ng gvplica.t to issue dnd
sell fo* t e ourpose Hereinafter ,tgted S¢3 OOO OOO o its
Fir°t and Rcrund*ng Mo*tg¢bn Boncs, Seric° O Bﬁ, due December l,
1975 Pendin~ the prepdwation and delive“y of de ini ive oonds,'
applicﬁn Kv autho icy‘uo authen icate 4nd cclivcr, in *ieu o.

uch dafiqlt vc bo ds, temoord y bonds, such tempora*y bond“ to
be isguca and sold under the '*mﬂ terms and conditi ns 's the N

defini"ive Fir,t and Rcfunding Mortgage Sonds of ocries 0.

'Annlxcant furt er awks oermis ion uO credit to its reserve fo'

.
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‘pension The reauctio“, ‘oS *ﬂ*cd av $1,100 OOO, in 1%ts federal
- excess profits taxes for the year 1945, to result from the fund-
;ng of ixs p*opoged Reti,eme.t Plan Covering Serv, ces Prior %o

Jgppayy 1, 1927.

The p?opdsed boné issue of $13,00C,000 is prompred oy
applicant!s desire to ¢svadblish & trust fund which, Logether with
the amnoel interest credit thereto, will be sufficlent To meet
all retirement incomes {pensions) for pasy services of its

~employees, and place appllcant ;n“a position to ggaranteg PaY=
ment to employees of retircment inqomeg for zuch past services
The xecord shows thu‘ since _9l6 applicant has wade provisicn
for pension ymenx' to retiring ezployegs. This plan wos
amengeC Octoper 1, 1921. In 1937 1t udopred a ret iremen~ plan,
effective as of Jeagary 1, 1937, to srovide remirement incones
for eligible employees based on service after thar date. In
pp§§ plaﬁ cppricant stated that it hopes and e;pg?ts to provide,
independently of the 1937 plan, and wholly az its ovn expense,
Income for past service for those who join the plam, bul such
incone will e entirely dependent ppog':uph g&;haripy &g.g&y f:Oq
time t0 time % granted by the Boars of Direct ; o ap
Recentlj applicant adopted a Retirement Plan Covering Services
Pzior to January L, 1937. 59b3°°t o ?h¢ conditions hereinuiier
stated, 1t will make the plan effective as Qf‘peéembg; L, 1945.
& copy of the plen is on file in This Application as Dxmbit "G,
Tre plon obligates appliciat 5o pay to the trustee under the
pengion fund $12,600,000. If this amount, together with the
income therefroz, proves insufficient to pay the pensions pros
vided for under the plax, _pplmcant will make ¢dcm~ion4l cont.*-

.butlons Lo the trustee. The a;tua;;gl liability for past




5,271 @ (coRR.) EC )

’,

by

c't=:r'v.x.<:e bencfit, p*ovided under the p;un, 23 of cembnr Jl,"

¢
.l.'-

1944, compu ed on a J% vasis, a,suming *etirement o‘,eMployee¢_
at normal reuzﬁement cate, is egtlmated at SlA,679 364 The

actual: liaoilntf cannot be determined at this time.

Anpl;cant as part of itu proposed pensio p ﬂn, will
execute a trust °g*eeme 1t with the Crocker :ir T hationul nank‘
f S8an :renci,co as trus ec. A copy of suca mgreemcnu is on
’ile as EAhibit "D" ;he tru anl no d *nd i sburge the
trust funds ard tne incone tncre&ron, accoreance witn the

plan and truev agree ent.

Applicantfs nxec tive Commit tee of its Beard .of Direc-
tors has app*oved tne plpn and the tru greement, ub*ect to
tbe conaition tha t vhe plan snal* becone ef’ecuive only il and
when (a‘ the Commissione* of Invernal Pevcnue snall have approved
uhe plan as duai fxing unaer Section 165(6) or tue Inte"nu*‘A
Revenue Code and (b) thnS Conmi smon shall au thors, -’,nc sole by
applﬂcant to yaid Crocke l“Sv Nat;onnl ank of Snn ?renc*sco ae
trustee under the n*opoged t*ugt agreemcnv, 313,000 OOO princmpal
amount of applicant'c First 3nd Refnndlng fortgage donds, Series
O. The Test imen/ qnows uhn applic ia tuk&ﬂﬁ all necessary

action o qualify the plan 2s a tax exempt * tt

“
o

Apol;cant hau; on chober l 1945, a credit of _
$lO 710, 2’1 78 to Lts reserve for pennio 25 for past servzced.. i;
-w;ll furtner credit to such reserve abouz &1, 800 000 .epre*entmrz
2 nonrecurrlng reduc ’ede*al excess profits tazes re-
sulting from tne refunding ef its 349 666 OOO Se*;eo I, 3*7
bend-, and, 1f aut herized by the Comm ssion to do 50, will credit

to said reserve about el,lO0,000 of nonrecurring saving in
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federal tuxes provided the propesed. pension plan gualifies ander

Section 165(a) of the Internal.Reveﬂue Code.

The testimony shows that applicant's Executlive
Committee of 1%s Board of Directors adopted & resolution (Exhidit
nE) authorizing the execution, authentication, Issue-anc

ery of First and Refunding iortgage Bonds of a new series
designated Series 0, of the aggregate princinzul amount of
$13,000,000. The bonds will be duted December 1, 1945, and
mature December 1, 1975. They bear interest at the raté of 2%
per oz, payable semiéannually on June 1 and December 1 of*'
each year. They are, subject‘to the tonditions set forth in

said resolution, redeemable at the priacipal wmount theredf wnd
accrued;interest,_ Applicant intents to sell the $l3,000,0001of'

bonds at par and accrued interest to Crocker First National 3unk

‘of Sar rFrancisco, trustee wder its oropoced trust aé:éemen:;
Applicant will use thc proceeds from the saie of the b&ncs.to
reimhurse its treésury because of income expended for capi:dl
purposes. In this connection, appliéant reports in Exandblit "GT
that 41t has expended'to Akzest él, 1945, $£178,03L,617.11 for
capltal pur?oses which ﬁave 1ot been financed through the issue
of stock, bonds, notes or othor evidences of Incebtedness. The
order herein will authorize applicant to issue said $13,000,000
of vonds, vut it should not e construe¢ as a finding th&; all of
said $172,03),617.1L représenzs proper charges to fixed capital
accounts .or that applicant's treasury shouid e reimdursed for

ald of saild expencditures.
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The Pacific Gzd grd ectr;c Companj hav;ng applied to
the Railroad Commission for permission»to 1gsue apd scll
313,000;000 principal amount of its.?irstJand Refunding Mdrtgage
Bonds, Sexies O, 3%, due December 1, 1675, and for zuch other
authoriﬁy as indicated in this application; & a public hearing
having been held before Examiner Fankhauser and the Comm,ssion
having considered the evidence sebmitted at such hea ing and it
being of the oplinion that the money;(property or labor to be
pfocured or paié for ‘through the issuwc of said *;;,OOO OOO of
“bonds is reasonably recuired by applicant for the purpose
nerein stated; that éuch'purpose, Other thain the use:of accrued
interest, is not, ip wh ie or in part, reasonably chargeable to
“operating expenses or to income, and that this~application
should be granted, subject to the provisions of this order,

thereflore,

IT IS EEREBY ORDERED as .ollowv‘

1. Paecific Gus and Electric Company may, alter the
b4

- effective date'hereof and on or vefore Maréh X, 1946, issue and
sell to the Crocker First National Bank of San Francisco, trustee
wmder the trust funé memtioned in the foregoing opxﬂiOd when
established, at par and accrued 1nt‘rest,'$13,ooo,ooo of its
First and Refunding Mortzage Bonds,.éeries 0, 3%, Que December 1,
1975, sail bhonds To .be in the form set'forth,inithé resoluiion
‘on £ile In thfc application as Exhidvit "F" ?acific Guas and
Electric Company shzll use the proceeds,.exclusive of scerued

interest, derived from the issue and sale of said bonds to
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relzburse in part 1its treasury on account of capital expendi-
tures made on or prior to august 31, 1945. The zcerued inierest
mey be used by applicant for general corborate puéposeSL Pende
“ing the pbeparatibn'a;d delivery of definitive vonds, Pacifi

Gas and Electric Company may execute,,autnenticdte and deliver

in lieu of suen definit;ve vonds, temporary bonds, such temporary
bonds o be isscued and sold under the same terzs and gon&itions

as applicant is authorized to issue and sell definitive Firss

and Refunding Mortgage Bonds of Series 0.

-

2. Poazific Gas and Electric Cd&paﬁy'may‘accbuhi for
ts non-recurring reduction, during ;945k in_fedéra; excess .
profits taxes, estimated at $1,100,000, beczuse of pﬁp;ing'in¢o
effect its proposed Retircment Plan Covering Services. Prior %o
Janvary 1, 1937, by credicing the sate 1o its reserve,fbr.

-

pensions.

3. The authority herein granted will deconme cfreciive
when Pacific Gas and Elgetric Company nas paid the fee prescrided
by Section 57 of the Public Urilitiss Acz, which fee is Sixz

Thousand Iwo Eundred and Fifty ($6,250.00) Dollers.

4. Within tairty (30) days after the Lssue of said
$12;000,000 of Series O bonds, Pacific Gas ané Electric Company
shall file with the Rellrcad Commission two cert;fied,copies of
its Rétirement Plan Covering Services Prior 2o Junuary 1, ;?37,
and two certified coples of the trust ugreement between it and
Crocker First Nationai Bank of San Francisco, truscée; @o wﬁich
:agreemgnt reference is nude in the foregoing opinion. It shall
also file with the Commission & report requirced by zhé.Cpmmis-

sionts General Order No. R4-A, which"ordeb, insofhrlag

=6
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applicable, is made a part of this order.

Dated 2t San Francisco, California, this o4/ = day -
T Decemter, 1945.

Commissioners

RAL D COMMISSION
Ml":‘rolAO' SALIPOMNIA
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CONCTTRRTNG OPTNTOX

I have'joined the other Commizsioners in o

znd order In its vrecent form because T am anxious that
pension ?lﬁn‘be_establis“ed or 2 funded 525 at the earliest
The Commizcsion’s decision In ¢ respects ¢omplics
application of the utility as 1t was presenfed. Zowever,
I do feel obliged to exvress thne following thcugbxs'in commection
therewith. |
This order authorizes the Utility to Lssue and sell 2%
par to o certain baniz 513,000,000 z2ggrezate princinal amownt of
first zorigege 2% bonds. I car see 2o reason for the CommissZon
treating thic bond Lissue any differently than it would any other bornd
issue that is to be marketed by +this or cny other utility. I believe
these bonds should dbe sold in 2 mammer as wowld meke availabie the
proceeds at the lowest possible cost to the wility. I am mot con-
vinced that this Ls being cccomplished in this case wmder the in-
dicated procedure. |
I also must say that I belleve that where any régulafed
utility establishes a pension pian for ivs employees, ali steps taken
in commection therewith should be such 25 Yo result in the greatest
- cost to the wiility
could best be ac—
cemplished by requesting proposzals from various Inmsurance companies
and financia: Institutions tharoughout the cowntry who speclalize Ix

this fleld and by selecting the most favorable proposition that Zs

offe:ed. ' _‘"‘\\\M

The trust agreezent between the Pacific CGas and Electric |
Company 2nd the Crociker First Naotlonel Bank, referred to as the
trustee, malkes provision for the controi or the inveétment ol the
trust funds Iz thic motter resting with the compaxy. I beZiove that
the trustee chouwld be responsible for the 1nvestment of suéb-ftnds ané
iizblie for any diminution In commectlon therewith#g;ﬁuch s not the

case wder this particular trust agrecmexnt. ,352222z42z5é2§§§4/
Ve

FRANX W. ‘
Commissioner




