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BEFORE THE PUBLIC UTILITIES—COMMISSION OF THE STATE OF CALIFORNIA .j

In the matter of the application of )
PACIFIC GAS AND ELECTRIC COMPANY )
for an eorder authorizing it to issue ) '
and sell $175,000,000 aggregate ) Application No. 55329
principal amount of its First and’ ) Petition for Modification
Refunding Mortgage Bonds, Series 753, ) (Filed Augqust 22, 1975)
due June 1, 2007 ) : ‘

Ly

Dennis €. Sullivan and Bruce R. wOrthxngton
Attorneys at Law, for petitioner.
Sidney J. Webb, for the Commission staff.

FIRST SUPPLEMENTAL OPINION

By Decision No. 84782, dated August 12, 1975, in the
above-entitled matter, the Commission authorized Pacific Gas and
Electric Company to issue and sell at competitive bidding not
exceeding $175,000,000 aggregate principal amount of its Flrst ,
and Refunding Mortgage Bonds, Sexies 75A. Petitioner secks “an K
exemption from the competitive bzddxng rule so that the sale mayf
take place pursuant to a negotiated undcrwrxt:ng. _

After due notice, a publzc heaxing on the Pet;tzon for ,
Modification was held before Examiner Tomita in San Pranczsco~on'
September 4, 1975, at the conclusion of which the. matter was-taken
under submission. The Commission has received no protests in =~
the proceeding. | R

Petitioner reports that it has commenced prel;m;nary
negotiations with representatives of a nationwide group - of
underwriters regarding the sale of the First and Refundlng
Mortgage Bonds, Series 75A. The petxtlon shows that on or: aboat :
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Septembex 30, 1975, petitioner expects to conclude negotmatxons
with the underwriters with respect to the price to be pazd pct;t;oncr
for the bonds, the interest rate thereon, other terms of the offerxng
including maturity date, sinking fund regquirements and call
protection, and the underwriting commission..
The only material issue for the Commission toAreselvc
in this proceeding is whether or not the sale of. the preposedd'
bonds should be required to be through competitive bidding. In
addition, petitioner requests specific findings, conclusidns“
and ordering paragraphs due to the existence of the caliﬁo;hia |
Usury Law, which we have held on several recent‘oceasions‘does' '
not, apply to sccurity issues authorized by this COmmiSSion. k
Petitioner has requested exemption from the-COmmlssmon S
competitive bidding rule, and presented testimony that negot;atlon
of the proposed bond issue provmdes it with the Qpportunzty to
assure the successful placement of the bonds under current market
conditions by making possible: | ]

(1) maximum £lexibility in arranging the timing
of the issue, (2) additional flexibility to
adjust various terxrms to changing market
conditions, (3) very important mazket
preparation by the prospective underwriters,

and (4) a sigunificantly larger nutber of
undexwriters.

The evidence adduced at the hearing persuades us that
the present unsettled market conditions justmfy a negotxated
offering of the securities. Although 2 negotiated sale may allow
moxe flexibility in marketing the proposed bonds and facilitate
the sale with less cost to petitioner, 2 negotiatedlsale'iS‘not‘.
always necessarily in the public interest. This decision is not
intended: to modify the competitive bidding rule as lnztxally set
out in Deeision No. 38614 (46 Cal. R.C. 231 (1946)). o
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In view of usury law conszderat;ons, petzt:oner asserts
that it may find it necessary or 2dvantageous to situate and
structure the proposed issuance and sale of the Series 75A bonds
in the State of New York, and to provide that the company’ |
obligation to pay principal and interest with respect gperetor-
shall be governed by and comstrued in accordance with the laws of guch
State. Nevertheless, the bonds will be offered to residents of
California and the other states as well as to residents of
New York. Inasmuch as petitioner's prqposal‘does‘nqt operate to
restrict the potential bond market to the detriment of petitioper
or its ratepayers, we are not opposed to such s;tuat;ng and
structuring of the proposed issuance and sale.

Recent Decisions Nos. 83411 and 83504, among others,.
Rold that this Commission in exercising its authority to regulate
public utility debt sccurities is not restricted by the~California
Usury Law and its ramifications. We reaffirm thiayholdin9 3nav‘
conclude that if the interest limitation of the Califdrnia'vsury
Law is exceeded but it is determined that the transaction is the
best the utility can obtain because of market conaitions; then
the pub11c~;nterest requires this Commission to authorize the
‘issuance and sale of the debt instruments. .

After consideration of the application, . petzt;on, and
recoxrd developed at the hearing, inm lieu of the £1ndxngs set foxrth
in said Deecision No. 84782, the Commission finds that:

1. Petitioner is a Califormia corporatlon operating.
undex the jurmsdxctlon of this Commission. :

2. The proposed bonds would be for Proper purposes.

3. Petitioner has need for external funds for the '
purposes set forth in this proceedzng. _
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The sale of the proposed bonds should not be
required to be through competitive bidding.

The money, propexty or labor o be procuxed or
Paid for by the bonds herein authorized is
reasonably required for the purposes specified’
herein, which purposes, except as otherwise
authorized for accrued intercst, are not, in
whole or in part, reasonably chargeable to
operating expenses or to income.

Undexwriters will not be restricted from
offering or selling petitioner's First and
Refunding Mortcage Bonds, Series 75A, in
California.

If prevailing market conditions necessitate that
petitioner's proposed bonds be issued and sold
with a rate of interest exceeding the limitations
provided in Article XX, Section 22 of the
California Constitution, then the public ‘
interest requires that this Cormission authorize
said issuance and sale irrespective of limitations
contained in the California Usury Law.

Pursuant to plenary powers granted to the
Legislature by Article XII, Section S of the
California Constitution, the Legislature is
authorized to confer additional consistent
rowers upon thigs Commission as it deens
necessary and appropriate, uwnrestricted by any
othex provisions of the California Constitution.

The Legislature has conferred upon this Commission
the authority to regulate the issuance of public
utility sccuritics, including evidences of
indebtedness, and to prescribe restrictions and.
conditions as it deems reasonable and necessary
(Sections 316 et seqg. of the Public UDtilities
Code) . : ' .
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10. Pursuant to the plenary powers cranted to the. .
Legislaturce in Article XII, Section 5 of the
CaliZornia Constitution, it conferred upon this
Commission comprehensive and exclusive power .over
the issuance of public utility securities, including
evidences of indebtedness, and the Califormia
Usury Law cannot be applied as a restriction
on this Commission's regulation of such issuances
of public utility sccurities, including the
e¢stablishment of a reasonable rate of intercest.

In addition te the plenary powers granted to the
Legislature by the Califoxrnia Constitution
pursuant to which the lLegislaturce conferred upon
this Commission exclusive authority to regulate
the issuance of bonds by public utilities
(Sections 816 et seq. of the Public Utilities.
Code), irrespective of the Uswury Law, judicial
interpretation of the California Usury Law has
cxempted corporate bonds of public utilities
from operation of the Usury Law.

If the usury limitation contained in Article XX,
Seetion 22 of the California Constitution and the
Usury Law Initiutive Act is ecxceeded, but the
transaction is authorized by this Commission
and is the best petitioner can obtain because

of market conditions, petitioner utility, its
assignees or successors in interest, will have
no occasion to and cannot assert any claim or
defense under the Califormia Usury Law; further,
and nccessarily, because of lawful issuance by
petitioner of bonds in compliance with
authorization by this Commission, persons
collecting interest on such authorized bonds
are not subject to the Usury Law sanctions.

This Commission does not cbject to petitionex's:
situating and structuring the proposed issuance

and sale of its First and Refunding Mortgage Bonds,
Series 75A, in the State of New York. - o
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On the basis of the fotegoina findings“We'éonciude—that
the petition should be granted. As set forth in said Decxszons
Nos. 33411 and 83504, among othexs, we further conclude that the
usury limitations on interest contained in Article xx, Sectxon 22
of the California Constitution and the Usuxy Law Initiative Ac“
do not apply to the issuance of public utility secur;t;es,_ :
including evidences of indebtedness, lawifully authorized by this
Comnission. The authorization herein granted is for the puxposc -
of this proceeding only, and is not to be construed as lndmcat;ve,

of amounts to be included in proceedings for the dctermznatzon
of just and reasonable rates.

Petitioner is hcreby placed on notice that zf thc
Commission believes that the negotiated price or interest rate
pertaining to the proposed bond issue will result in an’ excessive
effective interest cost, it will take into canszderatzon in rauc
proceedlngs only that which it deems reasonable.

FIRST SUPPLEMENTAL ORDER

IT IS ORDERED . that: _

1. paragraphs Nos. X, 2 and 4 of the oxder in Deczs;on
No. 84782 are hercby deleted.

2. The issuance and sale by Paczfzc Gas and Electric Conpany
of not exceeding $175,000,000 aggregatc principal amount of its
First and Refunding Hortgage Bonds, Sexies 75A; are hereby
exenpted from the COﬂm;sszon S competitive b;ddzng rule " sct
forth in Decision No. 33614, dated January 15 1946 as amcndcd,
in Case No. 476l. ‘

3. Pacific Gas and Electric Company mﬁy isSue and Sell not‘
exceeding $175,000,000 aggregate principal amount of lts Flrst
and Refunding Mortgage Bonds, Series 753, to a groqp of underwrztcrs

at such price and otherw1ac upon such terms and condztxcns as’ they
may negotiate. ‘ '
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4. BAn interest rate for Pacific Gas and Electric Company'’s
First and Refunding ifortgage Bonds, Scricsr7sh, may oxceed the
maximum annual interest rate otherwise permittéd.uhder the
California Usuxy Law, 3s coatained in Article XX, Section 22
(Interest Rates) of the California COns;;tu ion and thc Usury Law
Initiative Act, if market conditions so recuire. _

5. Neither Pacific Gas and Electric. Company., nor any
person purpo*txng to act on its behals, shall at any tmme assext
in any manner, or attempt to raise as a clann or defensc in any
proceeding, that the interest on its First and Rcfundzng Mortgage
Bonds, Series 75A, excceds the maxlmun.pcrmxttcd to be chargcd _
undex the California Usury Law or any slmllar law-establmshzng the
naxinum rate of interest that can be charged to or recexved‘*rcm
a borrower. ‘ ‘ S

G. Upon determining the maturity date, price And‘intefQSt
rate pertaining to the bonds herein authorizéd, P@cific~casfand’
Electric Company shall notify the Commission thereof in writing;

7. Decision No. 84782 shall remain in full foree and effect.
except as modified by this First Supplemental Order. | -

8. The effective date of this Fzrst Supplemental Order is
the date hexcof.

Dated at San Francisco, cal:.forn.za, th:.s ,BJ day
of SEPTEMBER , 197S.

‘ Com:.ssloners "

Commissioaer Leonard Ross., boing ‘
necessa™ily abdnent. did not participate .

-7 =31z the dispesition of this’ procooding. ‘

Commissioner Roberc Batinovich, boing
necessarily absent, did not participate
in the disposition of this proceeding.




