Decision No. 69021 . | @Rﬁ@“% "
BEFORE THE PUBLIC UTILITIES CCMSSION OF THE OTATE OF CALIFORNIA

In the matter of the application
of PACIFIC GAS AND ELECTRIC
COMPANY for authorization to
enter into separate agrecments
with the CANADIAN IMPERIAL BANK
OF COMMERCE and THE ROYAL BANK
O CANADA sO as to assume “
certain liabilities as guarantor
on certain promissory notes of
ALBERTA AND SOUQEERN GAS CO.
LID.

Application No. 47483."
Filed April 9, 1965

. -

oP I NION

Pacific Gas and Electric CGmpany requesto an order of~ee _jf
the COmm;ssmon authorizing it to enter into and carry oue the g
provisions of scparatc Defmcmency Agreements.wlth Canadzan f
Imperzal Bank of Commerce and The Royal’ Bank of Canada,_ |
whereby applicant will assume certaln llabllltlcs as guarantor
‘on certain promissory notes of Alberta and Southern Gas CO.
Ltd., repaydblc in Canadian dollars in the aggregate pr;nc:pal

amount of not to exceed $3,000 000 (Can. ).

By Decision No. 50564, dated Augﬁst” 16, '1960"_ in o

Application No.‘407387'applicant'was“granteg aﬁtﬁo#i&}fby ’
this Commission to constfucteand.operate thezcaliﬁornia"
section of.the so-callea<AiberﬁeQCaliferhia‘piejeeéa Applx-"'
cant reports that sa;d pro:eCe pertaxns to a natural gau

pipeline system which was placed in operatlon in Deccmber, "fT,




1961 for ahe primary purpose of enabl::.ng it. to obtain natural

gas from the Prov:.nce of Alberta, Canada.

According to the application, Alberta and Southern

Gas Co. Ltd., an Alberta company having only romiaal ,c‘:apital-ﬂ
izztion, does not own any pipeline 'facili‘tie'.s and is awholly—
owned subsidizry of appl:ucant It appears t:nat the pr:mc:xpal o
func;.:.ons of said subsn.dlary are to purchase gas from producers
in Albertz and to arrange for transportata.on of" such gas to~ thc
:.nternat:x.onal boundary where the bulk of it is- deln.vereo and

sold to Pac:xf:.c Gas Trmsnn.ss:.on Ccmpany wh:Lch, in turn, |
delivers and sells natural gas. o appln.cant at the Cala.forma—y\' ‘

Oregon boundary

The appl:.cat:.on shows that Al’berta an«i Souchern Gas
Co. Ltd., for the purpose of r:.nanc:.ng :.ts opcratn.ons, nas _
borrowed United States of Amer:.ca dollaxs from appl:.cant -and
that as of March 31, 3.965, there was $2 830 367-83 (U S ) due
and ow:Lng with interest thereon at the rate of 6/ per annum.
In ordcr to obtain funds for repay:.ng sa.:.d *'um, and- rallow:.ng\
for the current rate of exchange, the subsa.da.ary compa.ny has -
arranged to bhorrow $1,500,000 (Can ) from Canad:.an Imnern.al
Bank of Commerce and $1,500, OOO (Can.) from 'rhe Royal Bank
of Canada. Each loan will be representcd by a prom:.ssory
note repaya.'ble on demand. Saa.d subs:x.d:.ary agrees to repay
each of the two J.oa.ns by mom:b.ly :.nstallments of $5,000

(Can.), together with interest at the rate of GA pcr a.nnum.




A.4_7433;(x’ o I ‘ |

In this proceeding, applicant proposes to .enter : i”ntof

separate Deficiency Agreementsv with 'Canadian‘ Imperial' ﬁank*off
Commerce and The Royal Bank of Canada. Under: the terms of
such agreements each bank, for a per:.od of ten years, Wlll
forbear mak:.ng demands on- Alberta and Southern Gas Co. I..td.-
for xepayment of the total sums. In cons:.derata.on fox' the
banks' loans to the subsn.d:xaxy and the:u: forbearance to mako

demand for repayment, appl:.cant covenants -and agrees \..hat

it will, upon demand, pay to each bank amounts of def:.ca.encles_

caused by .Eaa.lure of Alberta and Southern Gas Co. Lbd. to

cemply with the terms of each loan.

Applicant as.setts tha.t-'iepayment of» the--ontstanding : -

foreign credit w:.ll carry out the governmental prog:am to

improve the United States. of Amenea :.nternat:.onal balance-of-

payment position, and that since. the subsn.d:.a.ry eompany J.s
wholly~owned by Pacific Gas and. Electrn.e Company and has only

relat:.vely nomn.nal a.ssets,‘ it is reaaonable forx” the Canada.an

banks to obtain assurance of repayment from appln.cant.» Appl:.- -

cant alleges :Eurther tha.t (a) :.t mll obta:.n cash n.n place of

credit and will be making a guaranty of an amount not ::.n excess.

of the risk of loss it now has;~ () the'subs.:.d‘:.ary company
will be able to meet interest and pra.nc:.pal payments on each
bank loan out of depree:.at:xon and return on :anestment- and
{c) the rema:.nlng balance due on each loan at the end of the
ten—-year per:xod w:.ll be ref:.nanced on a bas:.s sa.m:.lar to the

plan proposed herem.




A.47488, m,

The Commission has cons:.dered this matter and f:.nds ‘
that applicant's proposal to entex :.nto separate Deficiency |
Acreements, and thereby assume certain laabxlit.ies as. gua.rantor '
on certain promissory notes of Albe:taand- ISQut.hern Gas CO-_
Ltd., will not be adverse to the publ‘ic‘:w ihi:aifeat' ‘ On the |
basis of this finding we conclude that the appl:.cat:xon :
should be granted. A public hear:mg is not necessary

ORDER"

IT IS ORDERED that Pacific Gas and Electr:xc Cmpany
may enter into and carry out the prov:l.sz.ons of separate
Deficiency Agreements in the sane form, or in substam:a.ally\
the same form, as those attached to the appllcation as
Exhibit A and Exh:nbxt B, and =ay. assume 1iab:.l:xt:.es as
guarantor on promissory notes of Alberta and Southe:m Gas
Co. Ltd., repayable in Canadian dolla:cs .'Ln the. aggregate '

prmca.pal anount of not to exceed $3,000 000 (Can.) .

The effective date‘ of this ‘Qrd‘e:' is the _da'c‘e; hére’of‘.f{

/ﬂ_)day of 2777/

Lo, President. E

h————— —Commissioners . . .
'Comissionor Frederick B.: Holo'bor':. boing_;f?-.""”“_f o
necessarily absent.. Qid-xot partiedipate. |

o 4:Ln the d.tspos:l.uon or m., proceeding'




