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87 12 002 

Deci~ion _____ _ DEC 9·1987 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of PACIFIC GAS AND ) 
ELECTRlC COMPANY (i) (a) to i~~ue. ) 
~ell and deliver on~ or more ~erie~ ) 
of it~ First and Ref~ding Mortgage ) 
Bond~. de~nture~. promi~~ory note~ ) 
and/or other evidence~ of indebted- ) 
ne~~ in connection with dom~~tic or ) Application 87-10-010 
Euromarket offerings; to guarantee the ) (Filed October 13. 1987) 
obligation~ of others in respect of ) 
the i~suance of ~ecuritie$. the total ) 
aggregate principal amount of such ) 
is~uances and guarantee~ not to exceed ) 
$1.000.000.000; to i~~ue shares of it$ ) 
Common Stoek upon conversion of con- ) 
vertible debt ~ecuritie~ or the exer- ) 
ci$e of equity warrant~: and for an ) 
exemption from the Competitive Bidding ) 
Rule: and (b) for an order modifying ) 
Decision No. 87-03-069 dated March 25. ) 
1987. authorizing it to i~$ue debt ) 
securitie~ in an aggregate principal ) 
amount of $1.000.000.000; (11) for an ) 
order authorizing it to execute and ) 
deliver a Fourteenth Supplemental ) 
Indenture; and. (iii) to 1s$ue one or ., ) 
more :.erie:5 of it.:5 preferred. stoek " 
with an aggregate par value not ex- )I 
ceeding $200,000.000. ) 

(0 as M) ) 

Summary of D~ei~i9U 

This decision grant~ PaCific GA$ and Electric Company 

(PG&E) the authority requested in the application. 

PG&E ~eek$ authority~ under Public Ut1lit1e~ (PO) Codo 

Section:5 815 through 830 and 851. for t.he following: 

l. a. To issue and soll. in one or more ~or1es. 
PG&E'~ First and Refunding Mortgage Bondz. 
(Bond$). debenture$. convertible debonture~~ 
debentures wi~h warrant:., promi$sory note$ 

-1-



••• 

• 

• 

A.87-10-010 CACD/KLE 

2. 

3. 

~nd/or other evidence$ of indebtedne~$ (to be 
collectively referred to a$ Debt Securitie~) 
and/or . . 

b. To unconditionally guarantee, or otherwi~e 
~ecure, the obligation$ i~~ued by. or on be­
h~lf of. the state of California or any poli­
tical subdivi~ion (to- be collectively referred 
to ~~ the Authorities or individu~lly as the 
Authority). including but not limited to the 
California Pollution Control Financing Authority 
and the California Alternative Energy Source 
Financing Authority. the proceeds of which are 
to be used to fin~nce air and water pollution 
control facilities. sewage system$, ~olid wa~te 
di~po~al facilitie~. alternative energy facili­
ties. facilitie~ for the furnishing of local 
electric energy and gas, any other facilitie~ 
qualifying for tax-exempt financing under the 
Internal Revenue Code, or any combination there­
of (to be collectively referred to ~~ the Quali­
fied Facilitie~) . 

The total aggregate principal amount of the~e i~~ue~ 
and/or guarantee~ shall not exceed the aggregate 
principal amount of $1.000,000.000; 

To ~ell this proposed i~~ue or 1ssue~ of Debt 
Securitie~ under the Commiss1on's Competitive Bid­
ding Rule as ~et forth in Decision (D.)38614 dated 
January 15. 1946 in Ca~e 4761, as amended by 
D.49941, D.15556 and D.81908 with certain 
modifications.; 

To issue ~hare$ of PG&E'~ common ~tock 

a. In exchange for and upon retirement of the 
Debt Securitie~. or 

b. In exchange for equity warrant~ upon exerci~e 
of these warrants a~ may be required from 
time to time; 

4. To be relieved of the nece~sity of complying with 
the Commis.sion·s General Order Series Z4 for the 
i~suance of Medium Term Notez; 
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5. To. execu~e and deliver a Fourteenth Supplemental 
Indenture; 

s. To i~~ue and ~ell. in one o.r more ~erie~~ PG&E'" 
pre£erred ~to.ck in publie offerings, or private 
placement~, having an aggregate par value no.t ex­
ceeding $200.000.000 (to be referred to eo.llectively 
a~ Preferred Stock); 

7. To. u~e the net proceeds (exclusive of accrued 
intere~t) for the pur.po~e~ set £o.rth in the 
application; and 

8. To. use any accrued intere~t reeeived in connection 
with the i"sue or is~ue~ o.f Debt Securities for 
general corporate purposes. 

A more complete s~~tement of the authorization So.ught by 

PG&E is set forth in the application and summarized below. 

Notice of, the filing of the application appeared on the 

Commission's Daily calendtLr of October 16, 1987. No. protest~ have 

~en received. 

PG&E. a California corpo.ration, operates as a public 

utility subject to the jurisdiction of this Commission. PG&E 

generates, purchases, transmits and sells electriCity and pur­

chases, transports. distributes and sells natural gas to. 47 

counties in Central and Northern California. The company al~o 

provide.s a .small amount o~ incidental water and .steam .services. 

For the 12 months ended June.'30. 1987, PG&E reported it 

generated total utility operating revenues of $7.462.8.71.000 and 

net ineome of $870.657.000 a~ ~hown in its Ineome Statement ~hown 

as Part of Exhibit A attached to the application . 
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Also shown a~ part of Exhibit A is PG&E~$ Balance Sheet 

a~ of June 30. 1981 ~ummarized as follows: 

AZ~di~ 

Net Utility Plant 
Ga~ StoreQ Underground -
Noncurrent 

Other Property and Investments 
Current and Accrued A$set$ 
Deferred Debt$ 

Total 

Liabilitie; Ang E9uit~ 

Common Equity 
Preferred Stock 
Long~Term Debt 
Other Noncurrent Liabilitie$ 
Current and Accrued L1ab1lit1e~ 
Deferred Credit$ 

Total 

.Amounj< 

$16,065-.5-74.000 

44.041~000 
131~682.000 

2.423~6-73)000 
1. 841. 581,000 

$21.118.557,000 

$ 1~081.411~000 
1.360,480.000 
7~116,331.000 

46-1.622.000 
1,669.668,,.000 
2,757,033,000 

$21,118-,.551.000 

As of June 30, 1981. PG&E's construction expenditure$ 

unreimbursed from the ~ale of $ecurities amounted to $1.133,673,000 

as shown in Appendix B attached to the application. 

PG&E'~ con~truct1on budgets for the years 1987. 1988 

and 1989 amoun~ to about $4,205.000,000 o$t1matod as of 

September 22. 1981. Major classifications of the total budgeted 

construction are summarized as follow$~ 
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Q¢mponepi 

Electric Department 
G~~ DepArtment 
O~her Common PlAnt 

Tot.al 

$1,095,000 
290,000 
22Q,OQQ 

$1.605,.000 

~ 
(In 'l'hous.ands.) 

$ 976-,800 
255-,.000 
190,000 

$1.421,800 

$ 820~000 
215.000 
165,000 

$1,,200,000 

The Commi$~ion Advi~ory and Compliance Divi~ion (CACD) 

has. reviewed PG&E'~ con~truc~ion budge't.s. for calendar years. 1987. 

1988 and 1989 and has. concluded that PG&E'~ propo$ed s.a1e of 

partially reimbur~e PG~'$ t.rea$ury for capit.al addit.ion~ and 

improvement$ or to fund the planned cons.truction. However. PG&E 

i$ placed on notice, by thi$ decis.ion, t.hat. the Commission d~$ 

not find that PG&E's. cons.truction program is. neces.s.ary. or reas.on-

in general rate or rate ba~e off~et proeeeding~. 

Cazh Reouirement= F2recA=Z~ 

PG&E's. ca~h requirements for calendar yes.r~ 1988 and 

1989, es.timat.ed AS of August., 1981 i~ summarized as fo,lloW'~: 

-
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F~nd~ used/or Required £or 
Con~~rue~ion Expen~1turez 
(Excluding AFU'DC) $1. 421,800,. 000 

Maturities and Redemption ot 
Long-Term Debt, Incl~d1ng 
Sinking Fund Requirements 
and Preferred Stock 1.278,500,000 

Short-Term Debt Outstanding 
a~ of Beginning of Year 83,OQO.OOO 

Subtotals $2,792,300.000 

Les~: Estimated Cash Available 
from Internal Sourcez 1,100,300.000 

Additional New Funds Req~ired 
from Outside Source~ $1.692.000,000 

$1,.200,000,000 

184,000,000 

2,OQQ.OOQ 

$1.38&,000,000 

914·000.000 

$. 472,000,000 

Th~ CACD has analyzed PG&E's cash requiremen~s foreeaz·'ts 

~hown above and az 1ndica~ed by the ~tility in i~s s~pplemental data 

sheets prezented to the Commission and has concluded that internally 

generated funds will provide about 39.4% of the 1988 cash require- \ ~ 

ments. or $1.100,300,000, and. about 6·5.9% of the lS8S cazh requir~­

mentz. or $914,000,000. The CACD conclud.e~ that PG&E's proposed sale 

ot securities, as reque:'>ted in. the application, is necessary to help. 

meet forecaste~ cash requirements. PG&E will need additional ca$h 

from outside sources of $1,692,000.000 in lS88 and $4.72,000 .. 000 in 1.98.S. 

PG&E',s capital ratios as of June 30 .. 1987 are shown 

below a~ recorded and as a~juzte~ to give pro forma eftect to the 

tran~etion$ that follow: 
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Long-Term Debt 
Short-Term Debt 

Total Debt 

Preferred. St.ock 
Common Eq\1ity 

Total 

Jun~ 3Q, 1981 PAR Forma 

40.3% 2,e: 
4S".1 

8~2 
42,1 

100.0% 

47.2% 
8,§ 

55~8 

&.S 
37~ 

100.0% 

1. Credit Faeilitie~ up to $1~000,000.000 
aggregate principal amount Ca\1thorized by 
D.S5-0S-0S1 dated AUg\,1~t 18. 1986 in 
Application CA. )85-05-012). (Standby 
lines. of credit with bank$ in the amount 
of $650,000,000 h4ve been exee\1ted but no 
borrowing~ have been made); 

2. The propo~ed remaining iss.uance of long­
term debt obligations from PG&E t.o the 
State of California, Department of Water 
Resources in an aggregate principal amount 
of $100.088,827 (authorized in the amount 
of $13,500,000 by D.82-10-008 dat.ed 
December 1. 1982 in A.82-10-55 and as. 
increa$ed to $lS6.000,000 in D.SS-08-024 
dated Augus.t. 6, 1986); 

S. The proposed remaining issuance of \11) to 
$59&,350.000 aggregate prinCipal amount of 
Debt Sec\1rities (authorized by D.87-0S-0S9 
dated March 25~ 1987 in A.86-12-06S); 

4. The retirement at maturity of $29,313.000 
aggregate principal amount of outstanding 
Fir~t and Refunding Mortgage Bonds during 
the remainder of 1987 and the year 1988; 

5. The redemption of (a) $101,300,000 aggre­
gate principal amount to meet $inking fund 
requirements and (b) $248,595,000 aggregate 
principal ~O\1nt for other P\.U'POse~. in the 
remainder of 198-7 and the year 1988); 
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S. The redemption of $19S~980,OOO aggregate 
principal amount of the following ~ecuri­
tie5: (a) Fir~t and Refunding Mortgage 
Bond~. Serie~ 82A and 82B, on July 1, 1987, 
(authorized by D.93738 dated November 13, 
1981 in A.60927 and D.82-05-003 dated May 4. 
1982 in A.82-03-33; (~) Pollution Con-
trol Bond~. Serie~ 82A. on July 1. 1987 
(authorized by D.82-03-004 dated May 4, 
1982 in A.82-03-S5) and (c) the 14.15% 
guaranteed debenture~ on Augus,t. 15, 1987 
(authorized by D.82-0S.-079 dated May 18. 
1982 in A.82-03-34); 

7. The 1$$uance of $250.000.000 aggregate 
principal amount of Fir~t and Refunding 
Mortgage Bond~. Serie~ 87C. on July 16, 
1987 (authorized by D.81-03-069 dated 
March 25, 1987 in A.86-12-066); 

8. The i $~uance of the maximum amount of 
s,hort-term Debt Securitie$ (authorized by 
D.93788 dated December 1, 1981 in A.S0949 
and in D.87-09-056 dated September 23. 1987 
in A.87-08-008) for a total of $1,839,198,919 
aggregate principal amount; 

9. The propo~ed i~$uance of up to 
$1.000,000,000 aggregate principal amount 
of Debt Seeuritie~ reque$ted in the 
application. 

~eferred S'toC(k 

10. The proposed i~suance of Preferred Stock 
with an aggregate par value not exceeding 
$75.000,000 (authorized by D.84-07-116 
dated July 18, 1984 in A.84-04-116); 

11. The ~inking fund roquirements· totaling 
$30.000.000 aggregate par value in the 
remainder of 1987 and the year 1988); 

12. The redemption of $140,785,000 aggregate 
par value of (a) 12.80% Redeemable Fir~t 
Preferred Stock on July 31, 1987 
(authorized by D.91982 dated July 2, 1980 
in A.59678) and (b) 14.75% Redeemable S100 
Fir~t Preferred Stock on Augu$t 1. 19~7 
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(authc-;:oized by D.82-0S-080 dated May 18, 
198Z in A.82-03-03S); 

13. The proposed issuance of Preferred Stock 
with an aggregate. par value not exceeding 
$200,000,000 requested in the application. 

14. The issuance of 9~447,900 shares of common 
stock remaining in connection With the 
existing Shelf Regi~tration Program having 
estimated proceed~ of $183,053,063 using a 
stock price of $19.37~ (authorized by 
by D.85-08-098 dated August 21, 1985 in 
A.85-06-043) ; 

15. The issuance of 10,243,789 ~hares of common 
stock remaining in connection with the Savings 
Fund Plan having estimated proceeds of 
$198.473,412 using a stock price of $19.3·75. 
(authorized by D.84-09-002 dated September 6, 
1984 in A.84-07-044 'and D.87-02-021 dated 
February 11,1987 in A.S6-12-0&7); 

16. The issuance of 23,375,152 shares of common 
stock remaining in connection with the 
Dividend Reinvestment and Common Stock 
Purchase Plan having estimated proceeds of 
$452,893,570 using a stock price of S19.375 
(authorized by D.8S-02-034 dated February 6. 
1985 in A.84-11-045 and D.87-0S-035 dated 
August 26. 1987 in A.87-07-065); and 

17. The issuance of 1,500,000 shares of common 
stock in connection with the Stock Option 
Plan having estimated proceeds of 
$29.062,500 using a stock price of $19.37$ 
(authorized by D.86-10-043 dated October 16, 
1986 in A.S6-08-001). 

The pr~ forma capitalization ratios, set forth above, do 

not include any future adjustments to retained earnings. Also, 

PG&E has stated that the maximum amount of short-term Debt Securi­

ties authorized by statute and Commission decision is unlikely to 
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be ou~~~anding for any long period of time before being refinanced 

by other ~ecuritie~. whi~h are listed in the pro forma ~apitaliza-

tion ratio~. In addition. due to the uncertain timing of the 

i~suances of the debt. Preferred Stock and common stock previously 

authorized. and the future economic feasibility of redeeming. or 

refunding, of PG&E's debt and Preferred Stock securities. the pro 

forma capitalization ratios may not be achieved. 

Summary of Proposed nebt Seeuritie~ 

PG&E seeks authority to issue and sell. in one or more 

series. Debt Securities and/or to unconditionally guarantee, or 

otherwise secure. the obligations. of the Authorities in respect of 

• their issuance .of debt in connection with the t4x-exempt.financ­

ing~ of Qualified Facilitie~. Total i~~uance of Debt Securitie~ 

• 

and/or unconditional guarantees ~hall not exceed the aggregate 

principal amount of $1,000.000.000. 

The terms and conditions of the proposed Debt 

Securities, including the price. interest rate. maturity date, 

redemption provisions, Sinking fund (if any) and other provisions 

will be determined by market conditions at the time of sale of 

each series of the Debt Securities. 

Debt Securities may be sold by means of competitive 

bidding, negotiated public offerings or other offering:; exempt 

fror.1 the Commission's Competitive Bidding Rule set forth in 

D.38614 dated January 15. 1940 in Case 4761. as amended by D.4S941 • 

D.7SSS6 and D~a1906 and further modified by Resolution F-S16 
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da't.'!!d Oct.ob'!!r 1~ 1986. If Debt. Securit.i'!!~ are ~old by mean~ of 

competit.ive bidding~ t.he following procedure~ will be ob~erved: 

a. PG&E will cont.act., by telephone or otherwise. 
a ~elected grou~ of pro~pective bidder~ to 
invi te the ~ubmis.:sion of bids for the purcha~e 
of the Debt. Socurit.ie~ at. ~uch time and place 
as may be specified by t.he company; 

b. PG&E doe~ not. int.end to publi~h a public invi­
t.at.ion for bids or to take any act.ion to 
notify any other prospect.ive bidder~, although 
it will re~pond to requests for information 
and permi t other~ t.o submit bids if they so. 
choo~e; and 

c. Bids may be submit.tedto PG&E by t.elephone or 
ot.horwi~e. 

The t.ype~ of Debt Securit.ie~ PG&E may issue are 

• generally de~c~ibed below: 

• 

A. Seeured p,bt Offering;:! (Bondz) 

The Bond~, as part of the Debt Securities reque~ted 

in the applieation, will be issued in conformity with the 

provision~ of, and secured by. PG&E'~ Fir~t and Refunding 

Mortgage dated December 1, 1920. as amended (to be referred 

to as the Mortgage). The application requests authorization 

to execute and deliver a Fourteenth Supplemental Indenture. 

B. Un;5~eyred Debt Offering: 

The Debt Seeuritie~. if in the form of un~ecurea aeben-

t.ures or notes (to be collectively referred t.o a~ Notes) may be 

is~ued in accordance with an indenture that would set:':forth 

, 
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th6 aggregate principal amount. maturity. default and other 

material provi~ions of the Notes. 

The Notes may be ~old in publie o~ p~ivate offerings, 

with fixed or floating rates. in ~enior or subordina~d form. 

Notes may be sold in underwritten offerings or through agents on a 

best-efforts basis and on a continuou~ or ~riodie b~~i~. 

Note$ may be ~old priVately or publicly. A public 

offering in the United States will require registration under the 

federal secur.ities laws by the filing of a registration ~tatement 

that inelude~ a prospectus describing the Notes. Also, Notes may 

be sold in domestic or European offerings. 

~ C. C2~v~rtible N~te~ 

~ 

~e or more series of Notes may also be issued in con­

vertible form. Such Notes would be convertible into shares of 

PG&E's common stock. Therefore. PG&E requests authority to issue 

shares of its common stock. PG&E will effect any necessary regis­

tration of the common ztoek under federal securities laws which 

may be required before PG&E can deliver the common stock upon 

conversion of the Notes. 

D. Note: w;ith Wa::ran.:t~ 

PG&E indicates that Debt Securities may al~o be issued 

as Note~ with attached warrants. One type of warrant entitles the 
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bearer to purcha~e an addi~ional Note during a period no longer 

than the nonredemption period for 'the original Note~ The addi­

tional Note would pay an interes~ rate le~~ ~han the coupon in­

tere~t rate on the original Note. 

A second. type of warrant~ called an ··equity warrant.". 

would entitle the bearer to purcha~e ~hares of PG&E's common stock 

at a price per ~hare to be ~e~ at the'time of the offering~ PG&E 

will effec~ any necessary registra~ion of the common stock under 

federal securities laws which may be require~ before PG&E can 

deliver the common stock upon exercise of the warrants. 

E. ~,dium-~x:m No:te~ 

Medium-Term Notes (M!Ns) are Notes offered on a con­

tinuou~ or periodic basis under a shelf registration statement 

filed with the Securities and Exchange Commission. Maturities 

generally range from nine months t~ lS years. although they can 

extend as far as 30 years. They are sold in public or private 

offerings, with fixed or floating rates, in senior or subordina~ed 

form. 

F. D~bt S~curitie~ I~=ued in F2reign-Denominal~d Cur~en~x 

Opportunities for additional intere~t rate ~avings may 

exist through issuing Debt Securities denominated in the currency 

of a foreign countrY. Expo~ureto fluctuation~ in the value of 

the dollar. in relation to the debt obligation in the'~foreign­

denominated currency. would be minimi~ed by one or more forward 

contracts to purchase the currency or an independent exchange of 
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J>a3'1Dont. obligat.ions with another party in a dollar-denominated 

The CACD rccODDe:D.cb that PG&E be placocl OD. Dot.ico that. 

the Co~S3io:D... in order to prot.oct, the ratePll7era. from cl.l%'r<Incy 

value fluctu.atio~. will review the reasonableness of the effec­

tive interest. rate for any Debt. Securit.ies issued in a forc1en­

denominated curreney at. tho time of issuance and if :such an inter­

est. rate is de'tentinocl to be reasonable.. aay. for rateaaking 

pUrpOses" use that rate as the maximum embedded cost of money for 

such securitie:s. The CACD also recommends that. the eo.mission 

1:ndicate1:.hat. the bd tial interest. rate that :l~ determ:lncd to- be 

• l':"OUOnable for &uch .securities will onb' be the aaxiaua cost of 

money 1 t will allow iD future rate proceedings and that any reduc:­

tions in the effective cost of .oney resulting from currency value 

• 

fluctuation be passed OD. to ratepayers in fut.ure rate proceed~ 

a:s. a reduction in the co:s.t of .oney for all Debt. Seeur1tie:s. in 

PG&E" s. eapit.al structure. We adopt. the :recommendat.iou of the 

CACD. 

G. TAX-ExeMRt F1noncing3.Qf Cottoin QuAlified laq1li~1§& 

Additionally. as part of the $1,,000,000,000 authoriza­

tion sought in its application. PG&E roques~ authority to 1ssue 

and sell the Author1 t.1es one or .ore aerie:s. of Debt. Seeuri t.1e~ or. 

in tho al ternat,i ve.. to uncond1 tionally guaranteo, or otherwise 

:secure.. the Authorities" obligatioD.& in respect. of their lS3WUl,ce~ 

-14-



• 

• 

• 

of debt in connection with the financing of PG&E~~ Qualified 

Facilitie~. 

The proposed financings with any of the Authorities may 

be ~tructured as follows: 

a., The Authority would issue and sell one or more 
series of it~ bond~. notes. debentures or 
other ~ecuritie~ (to be referred to as the 
Authority Bond~) plus accrued interest~ to a 
group of underwriters who would ultimately 
market the Authority Bonds to the general 
public. Concurrently with the sale and deliv­
ery of the Authority Bonds. PG&E would enter 
into a loan agreement with the Authority. 

b. Concurrently with the sale and delivery of the 
Authority Bonds. PG&E would issue and deliver 
to the Authority. in consideration of the 
Authority's obligation~ under the loan agree­
ment, or other security agreement" entered 
into with the Authority, its Debt Securities 
plus accrued interest with the terms and 
conditions of this indebtedness to be SUbstan­
tially consistent with the terms and condi­
tions of the Authority Bonds. or would 
unconditionally guarantee, or otherwise se­
cure. the Authority's obligations in respect 
of the Authority Bonds. 

The Authority Bonds could be issued in the form of long-

term fixed rate securities. However. under certain market condi-

tions, PG&E believes that it may be advantageous, to issue one or 

more series of the Authority Bonds in the form of floating rate 

short-term demand bonds. commercial paper. notes or some other 

variable interest rate debt instrument. PG&E anticipates that 

such a variable'rate financing would be structured substantially. 

with such changes as market conditions might dictate. as follows: 
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~. Authority Bond~ CO'uld be nominally long-term 
instrument~ but CO'uld carry a shO'rt-term 
interest rate becau~e O'f the exi~tence O'f a 
periodic "put" option O'r m.andatory refunding 
date; 

b. The hO'lder~ O'f the AuthO'rity BO'nds WO'uld have 
the right to' re~uire that the AuthO'rity Bond~ 
be redeemed or purcha~ed O'n certain periodic 
dates, generally at 100% of the principal 
amount~ plu~ accrued interest; 

c. A Remarketing Agent WO'uld then remarket thO'se 
Authority BO'nds which had been redeemed, pur­
cha~ed. and because the interest rate on the 
AuthO'rity Bonds wo\,).ld be periodically re~et. 
or redeemed or purchased, Authority Bonds could 
generally be remarketed at abO'\,).t their full 
principal amount; 

d. PG&E would have the OPtion at a certain time, 
O'r times, to change from a flO'ating rate to a 
fixed rate fO'r the rema1n1ng term of the 
A\,).thority Bond; and 

e. As an additional obligatiO'n under the loan 
agreement. PG&E could cause to' be delivered an 
irrevocable letter O'f credit or other credit 
support facility to the trustee of the Au­
thority Bond~ which would permit drawing~ by 
the trustee for the payment of unpaid prin­
Cipal and accrued interest on the Authority 
Bonds. 

Ee9U~~ for Exemption and Other Modifi~a~ion~ from the C2mmi~:i2n'~ 
C2mpeti~ive Bidging Rule 

PG&E hereby seeks authority to i~sue and ~ell it~ Debt 

Securit1e~ on a negotiated basis and accordingly re~ueStS an 

exemption and. O'ther mO'dification~ from the Commission's Competi-

tive Bidding Rule. as modified by Resolution F-S1S dated 

October 1, 1986 in which the Commi~~ion set~ forth other provi­

sions which exempt debt issues for wr~ch competitive bidding i~ not 
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viable or available. PG&E reque~~z a~~i~ional mOQifica~ionz in 

the following area~: 

a. For negotia~ed public offering~ for i~~uez of 
$300,000,000 aggregate principal amount of 
grea~er; 

b. For iz~uance~ of Notez on a eontinuou~ or 
periodic ba~iz under a ~helf regiztration 
~tatement and marketed on an agency ba~iz 
similar to. PG&E's existing commercial paper 
program; and 

c. For a one-day notification period az contem­
plated in Resolution·F-SlS. 

1. $300.00Q.OOO Prineip~l AmOU~ 

Under ResQlution F-616. the Commi,~~ion may grant exemp­

tion~ from the Competitive Bidding Rule for debt i~~ues in exces~ 

Qf $200.000,000 upon a compelling showing l::ty a utility that be-

cau~e of the ~ize of the i:s·~ue an exemption is warranted. PG&E 

believes that compelling circum~tances exi:!!l,t for an exemption for 

issues of $300.000.000 aggregate principal amount, or larger, and 

believes that the exemption would affQrd it: the flexibility ~o 

meet it~ financial reQ.uirement~ on the most favorable terms 

available. Therefore. PG&E requeztz an exemption from the Com-

peti~ive Bidding Rule for nego~ia:te~ pl.1blic: offerings of 

$300,000,000 aggregate principal amount, or greater. 

PG&E believes that the size of a debt offering can 

determine whether a competit:ive bid, or a negotiated baSis. will 

proQuc~ the lowest co~~. I~. a nego~iated offering. an under-
.( 

writing :syndi~ate can be formed thatcon:si~ts of virtually the 
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entire inve~tment banking community. Becau~e co~petitive bidding 

divides the communit.y into ~everal com~ting bidding zyndicate~~ 

each ~yndieate ha~ fewer participants. A~ a result, each partici­

pant must agree to underwrite a larger portion of the is~ue and 

therebY increase it~ rizk. For :small i:s~ue$~ thi~ may not result 

in a higher cost, but for large is~ues, the participants may 

re~uire a premium to tAk~ on the greater ri:sk. 

PG&E statos in its ap~lication that statistics suggest 

that. while the capital marke~s can accommodate competit.ive bid­

ding for issues larger than $300.000,000, such i~zues are infre­

quent and generally are reztricted to compa~ies that have hiih 

• credit ratings. Competitive bidding may fragment the capital 

commitm~nt anc placement capabilities of underwriters, who must 

work against each other in a competitive bid situation and have 

less time to guage and build market demand for a successful 

offering. As a re$ult, competitive bidding for i$sues of 

$300,000,000, or larger, may re~ult in a higher cost of funds. 

• 

PG&E states that. few companies have used the competitive bidding 

proees~ for debt transactions of $300.000.000, or greater. 

PG&E believes that. for the foregoing reason~. the ~alo 

of its Debt Securities in issues of $300,000,000. or greater, 

through negotiations. would enable it to obtain a cost of moneY at 

least as low as, if not lower. ~han would ~esul~ by ~alo under the 

Competitive Bidding Rule. Therefore. it i$ in the best intere~t 

of PG&E·s rat.epayers th~t the proposed is~ue. or issues. of Debt 

-18-
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Sec~ritie$ of $300.000.000. or l~rger. be exempt from the Competi-

tive Bidding Rule. 

'z. Medium-Te:r:m Not.e :erog:r:?tp) (MIN) 

Under Re$olution F-S1S, the Competitive Bidding R~le i$ 

not applicable to debt i~~ue~ for which competitive bidding i~ not 

viable or available. PG&E'~ MTN program would be marketed like 

PG&E' ~ exi~ting commercial paper program', through up to ~hree 

dealer~ on a be$t-effort$ or agency ba$i~ that i~ incompatible 

with the Competitive Bidding Rule. Therefore, PG&E reque~t~ an 

exemption from the Competitive Bidding Rule for the i~$uance of 

Note~ on a continuou$. or periodic, ba$i$ through dealer$ on a 

• be$t-effort$ or agency ba~i~. 
3. One-pay Notice Periog 

If the Debt Securitie~ are ~old under the Competitive 

Bidding Rule. PG&E ~eeks authority to eliminate the one-day notice 

requirement contained in Re~olution F-S1S. Through the u~e of the 

Securities and Exchange Commission'~ ~helf regi~tration proee-

dure~·. it is po~~ible to price an offering at any time the market 

conditions ap~ar favorable. It is therefore desirable to be able 

to contact the pro~pective bidder~ and adju~t the te~ of the 

offering up to the last moment. The adju~tment~ in the size. or 

terms. of the offering might come on the day of the pricing in 

re$pon~e to the market conditions. The prospective bidder$ can 

• adequately re$pond to the adju$ted term$ without having a 24-hour 

period to consider the change. 

-19-
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The CACD ha~ reviewed PG&E's re~ues~ and i~$reason~ for 

further modifica~ion of ~he Competi~ive Bidding Rule as modified 

by Re~olution F-S1S. The CACD has de~ermined that PG&E ha$ made a 

compelling ~howing that eXemptions from the Competitive Bidding 

Rule are warranted for negotia~eQ public offering~ of $300,000.000. 

aggregate principal amount, or greater; No~es i$~ued on a contin­

uous or periodic ba~i$; and Deb~ Securities i~$ueQ in connection 

with interest rate zwaps. PG&E has made a compelling shoWing for 

the elimina~1on of the one-day no~ification requirement. We will 

accept the CACD'z recommendation. 

We place PG&E on notice that if it choo~es to issue and 

zell it~ Debt Securitie~ by means of negotiated private place­

ments, or negotiated publie offeringz, in its next general rate 

proceeding before the Commission, the reasonableness of the re-

sulting intere$t rate and cozt of money to the company will be 

closely ~crutinized anQ may re~ult in a disallowance of the inter­

e~t expense, if it is determined that the cost of money incurred 

was not prudent. We will also require PG&E to provide us wi~h a 

showing of why it believe~ tha~ the resulting interest rate and 

cost of money were advantageous to PG&E and it~ ratepaYers. We 

will require thi~ showing within a rea~onable period of time after 

is~uance of it~ Debt Securities. 

General Qtder Setie~ 2~ Modificat i 2n 

Since the MTN Program is designed for continuous or 

• periodic sales,. s~rict complianee with General Order Series 24 
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~o~ld ~equi~e daily filing~ with the Commi~sion. Aeeordingly~ 

PG&E requests authority to be relieved of the ne~essity of 

complying with the Commission·s General Order Series 24 for sales 

of Debt Securities under the MTN Program. In lieu of a report or 

reports under the general order. PG&E proposes to file. with the 

Commission, on or before the 25th day of the month following each 

quarter, a statement for the preceding quarter showing the aggre­

gate principal amount, interest rate... maturity and cost to the 

company of Debt Securities sold in connection with the MTN 

Programs. This proposal is consistent with the reports currently 

re~~ested by the Commission for PG&E·s current shelf registration 

pro.:r;ram for common stock, Dividend Reinvestment and Common Stock 

Purchase Plan and Savings Fund. Plan. 

The CACD has reviewed PG&E's request and. its reasons for 

exemption of the MTN Program from General Order Series- 24's 

reporting requirements. CACD has determined PG&E has made a 

compelling showing that relief from. the necessity of complYing 

with General Order Series 24 for sales of Debt Securitie~ under 

the M1N Program is warran.ted. The CACD reeommends. that PG&E be 

relieved of the necessity of complYing with the Commission'S 

Gen.eral Order Series 24 for. sales of Debt" Securities under the M'I'~ 

Program. The CACD recQmm<~nds instead that PG&E file with 

the Commission on or before the 25th day of the month. following 

eaeh quarter a statement for the preceding, quarter showing the 

• aggregate prinCipal amount, tho intere~t rate, maturity and cost 
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to ~he company of Dobt Securities sold in connection with the MTN 

Progr~m. We will accept the CACn's recommendation. 

The board of directors of PG&E. by appropriate action on 

September 16. 1981 ha~ authorized its officers to execute. 

acknowlodge. deliver and record a Fourteenth Supplemental Inden­

ture under the provi~ion~ of the aforesaid Mortgage. when and a~ 

authorized by. and in conformity with. the provisions of an order 

of this Commission. for the following purposes: 

1. To evidence the increase from $8 t 000.000.000 
to $10,000,000,000 in the aggregate principal 
amount of Bonds which may be issued and out­
~tanding and Bonds which may be reserved for 
issue under the Mortgage; 

2. To conform to the Trustee the lien of the 
Mortgage on any additional property of PG&E 
acquired subsequent to the execution. acknow­
ledgment and delivery of the Thirteenth SuP­
plemental Indenture for the equal and propor­
tionate benefit and security of the holders of 
all Bonds. at any time issued and outstanding 
under the Mortgage; and 

3. To make a change in the Mortgage to set a 
record date for the payment of interest on 
Bonds. 

PG&E requests authority to execute a Fourteenth 

Supplemental Indenture under the provision:;. of· the First and 

Refunding Mortgage. as supplemented for the purposes set forth 

above . 
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PG&.E. in the conduct of it~ :5.everal kind~ of public 

utility bu~ine$$. must rai:5.e large sums of moner for the acqui­

sition and con~truction of additions. to and improvement~ of it:5. 

plan~:5. and propertie:5.. A portion of the funds which PG&E must 

raise for the above pUrp¢:5.e mU:5.t be secured from the sale of 

Bond:5.. PG&E believes that its public utility obligations will be 

best served if the aforementioned proposed Fourteenth Supplement'al 

Indenture is authorized ~o that additional Bonds m~r be i:5.sued, 

outstanding. re:5.erved under and entitled to the securitr of the 

Fir:5.t and Refunding Mortgage, as :5.upplemented. 

As shown in Exhibit A of the application. adjusted for 

the $250.000,000 aggregate amount of its Series 81C Bonds issued 

and :5.o1d on July l6. 1987. the aggregate principal amount of Bond:5. 

out:5.tanding under the Mortgage as of June 30. 19S1, i:5. about 

$6,146,296,000. Therefore. there exists about $l,25-3.104.000 

remaining capacity to issue Bonds under the current $8.000.000.000 

ceiling on bonded indebtedness. 

SAle of ~refe~reg Sto~k 

PG&E requests authori~ation to issue and sell. in one or 

more series. Preferred Stock with aggreg&te par value not 

exeeeding $200.000.000. PG&E believes i't mar be advantageou:5. to 

have the flexibility to either publicly offer the Preferred Stock 

or sell it through a priva'te placement. 
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The term~ and condition~ of the offer1ng~ ~uch a~ 

dividend rate and any ~pecial feature~ relating to redemption 

(including any ~inking fund). periodic re~et of the dividend rate. 

par value of ~hare~ and the preci~e number of ~hare~ will be 

determined by market eondition~ at the time of ~ale of the 

preferred ~tock, or each ~erie~ thereof. 

U:5e of Proceed: 

PG&E propo~e~ to u~e the proeeed~ from the propo~ed ~ale 

of ~ecuritie~. a~ reque~ted in the application, other than accrued 

interest and after payment and discharge of obligation$ incurred 

for expen~e~ incident to the is~uance and sale for the following 

• purpo~e~: 

• 

a. For the acqui~ition of property; 

b. For the con~truction, completion, exten$ion 
or improvement of it~ facilitie~; 

c. For the improvement or maintenance of it$ 
~ervice~; 

d. For the di$charge or laWful refunding of 
its obligations; 

e. For the reorganization or readju~tment of 
it~ indebtednes~ or capitalization upon 
merger. consolidation, or other reorgani­
zation; 

f. For the po~~ible redemption or purchase. if 
economic, and retirement of a portion of it~ 
out~tanding debt or preferred ~tock, to par­
tially reimbur~e PG&E for mon1e~ actually 
expanded from income or other monie$ init~ 
treasury not ~ecured by, or obtained from. 
the i's~ue of stock~,. ~tock eertificate$ or 
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other evldence~ of interest or ownership, or 
bonds, note~ or other evidences of indebted­
nes~, for the afore~aid purposes except main­
tenance of ~ervice and replacements; 

g. For future capital adaition$ and improvements 
for its Qualified Facilitie~: and 

h. For for such other pur,po$e~ as are 
described in PO Code Section 817. The 
amounts so reimbursed will become a part 
of PG&E~s general trea$ury fund$. 

PG&E propo~e~ to use a portion of such general trea~ury 

fund~ to repay a portion of it~ short-term borrowings out~tanding 

at the time of PG&E~s receipt of these proceeds. 

finding:; of F3&c;t 

1. PG&E, a California corporation~ operates as a public 

• utility ~ubjeet·to the juri$dietion of thi$ Commis~ion. 

• 

2. PG&E ha~ need for external funds for the purpo~es set 

forth in the application. 

S. The proposed Debt Securities, Preferred Stock and common 

stock would be for proper pu~)~es. 

4. The prop¢$ed agreement requiring PG&E to provide 

security for the Authority Bonds would not be adverse to the 

public interest. 

5. The money. property or labor to be procured~ or paid 

for. by the proposed Debt Securities and Preferred Stock is 

rea~onably required for the purposes specified in the application. 

S. Authoriz.ing PG&E to determine the amount;"' timing. terms 

and conditions and method of offering its proposed Debt Securitieg 
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·u~cier tho Commi~~ion'~ Competitive Bidding Rule within the 

eon~traint~ and modifieation~ a~ ~et forth in the applieation 

would not be adver~e to the public intere~t. 

7. It i~ proper to determine the rea~onablene~~ of the 

effeetive intere~t rate ineurred for any Debt Seeurity i~~ued in a 

foreign-denominated eurreney and to use that rate~ for ratemaking 

purpo~e~, a~ the maximum embedded cost- of money in future 

proceeding~. 

8. It i~ proper for ratemaking purpo~e~ that any reduction 

in the effective co~t of money re~ult1ng from eurreney value 

fluetuation on Debt Securitie~ is~ued in foreign-denominated 

currency be pa~~ed on to ratepayers in future rate proeeedings. as. 

a reduction in the co~t of money for all Debt Securities. 

9. The exeeution and delivery of a Fourteenth Supplemental 

Indenture under the provisions of PG&E's First and Refunding 

Mortgage, as ~upplemented, for the purpo~e~ described in the 

application would not be adver~e to the publie 1ntere~t. 

10. The Comm1~s1on does not, by this dee1~1on, determine 

that PG&E'z construction budget is neces~ary or rea~onable for 

ratemaking purposes. These issues are normally tested in general 

rate or rate base offset proceedings. 

11. There i:5- no known oppo~i'tion 'to this proceeding and 

there is no rea~on to delay granting the authority requested . 
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Qonelu~ion: of Law 

1. A public hearing i$ not nece~$ary. 

2. The application $hould be granted to, the extent ~et 

forth in the order that follow~. 

The propozed Debt Securitie~~ preferrod ~tock and common 

ztock are for l~wful purpo~e$ and the money. pro~rty or labor to 

be obtained by them i$ required for the$e purpose$. Proceeds trom 

the security issuez may not be charged to operating expenses or 

income. 

In issuing our order. we place PG&E and it$ ~tockholders 

on notice th~t the number of shares outstanding. the total book 

• value of these shares and the diVidends paid do not determine the 

allowablo return on plant inve~tment. This authori:ation is not a 

finding of the value of PG&E's stock or prope~y. nor doos it l~ 

indicate the amounts to be included in ratemaking procedures. 

The tollowini order should be effective on the date of 

signature and payment of the fee set by PO Code Sections 1904(b) 

and 1904.l to enable PG&E to proceed with its financings 

expeditiously.-

QE~EE 

IT IS ORDERED that; 

1. Pacific Ga$ and Electric (PG&E). on or after the 

effective date of thi$ order and on or prior t~ December 3l. 1988 

• is authorized to do the following: 
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~. To i~~ue. ~ell and deliver in one or more 
~erie~ it~ Debt Seeuritie~ and/or uneondi­
tionally guarantee or otherwi~e ~eoure the 
obligation~ of the Authoritie~ in re~peot of 
the tax-exempt finanoing of PG&E~~ Qualified 
Facilitie~ with all ~ueh i~~ue~ and ~ale~ of 
the Debt Securitie~ and/or unoonditional guar­
antee~ being upon term~ and eondition~ sub­
~tantially eon~i~tent with tho~e ~et forth in 
or contemplated by the application and not to 
exoeed an aggregate prinCipal amount of 
$l.OOO,OOO,OOO; 

b. To i~~ue, ~ell and deliver such Debt Seouri­
tie~ under the Commis~ion'~ Competitive Bid­
ding Rule with exe~ption~ therefrom for 
negotiated public offering~ of $300,000,000 or 
greater, for the issuance of Note~ on a con­
tinuous or periodic ba~i~ through dealer$ on a 
best-efforts or agency basis. and with the 
elimination of the one-day notification re­
quirement specified in the Competitive Bidding 
~ule~ 

c. To is~ue ~uch number of $hares of it~ common 
~tock in exchange for and upon retirement of 
Debt Secur1t1e~ 1~~ued, a~ ~et forth in the 
application. upon conversion of the Debt Se­
curitie$ and in exchange for equity warrants, 
as may be required from time to time; 

d. To be relieved of the necessity of complying 
with the Commission's General Order Series 24 
for the i~~uance of Medi~-Term Note~. 

e. To execute and deliver a Fourteenth Supple­
mental Indenture under the provisions of its 
Fir~t and Refunding Mortgage, as supplemented. 
for the purposes (among other things) of (1) 
evidencing the increa~e from $8,000,000,000 to 
$lO.OOO.OOO.OOO in the aggregate principal 
amount of Bond~ which may be is~ued and out­
standing and Bond~ whioh may be reserved for 
i~~ue under the Mortg~ge, (ii) confirming to 
the Trustee the lien of the Mortg~ge of any 
property of PG&E acquired subsequent to the 
execution of the Thirteenth Supplemental In­
denture and (iii) ~etting a record date for 
,the payment of intere~t on bonds: 

-28-



• 

• 

• 

A.87-10-010 CACD/KLH* 

f. To ~ell. in one or more 5erie~~ PG&E~~ pre­
ferred stock of aggregate par value not ex­
ceeding $200,000.000; 

g. ! 0 u~e the net proceed s. (exc 1 us·i ve of accrued 
interest which would be u~ed for general cor­
porate purpo~es) to be derived from the pro­
posed sale of securitie~. as reque~ted in the 
application. for the purposes de~cribed in the 
~pplication. including the acquisition of 
property, the construction, completion, exten­
sion or improvement of it::s :faCilities, or to 
partially reimburse its treasury for amounts 
previou~ly expenaea for such purpo~e~~ or for 
capital additions or improvements for its pollu-
tion control qualified facilitie~, or for the \ ~ 
pos~ible redemption or purchase (if eoonomically 
feasible) and retirement of a portion of its 
outstanding debt or preferred ~tock; 

h. To use any accrued interest received in con­
nection with the issue or issues of Debt Se­
curities for general corporate pur,po~es. 

2. Promptly after PG&E ascertains (a) the price, inter~$t 

rate. and other terms pertaining to the Debt Securities; (b) the 

amount of common stock that may be is~ued upon the conversion of 

Debt Securities or the exercise of equity warrants and (c) the 

conversion or warrant price and applicable ratio. the company 

shall notify the Commission in writing. 

S. If the Debt Securities are sold "by cOmp¢titive bidding, 

PG&E shall file a written report with the Commis~ion Advisory and 

Compliance Divi~ion (CACD) showing, for each bid received. the l ~ 
name of the bidder. the price, interest rate and cost to the 

company based on the price and interest rate . 

4. If the Debt Securities are sold in a public offering~ 

PG&E s~ll tile, with the CACD. three copie~ of it~ t1nal 
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prospectus pertaining to the Debt Securitie~ as soon as it is 

~vc.ila'cle. 

~. PG&E. within 30 d~ys after the i$$u~nce and sale of its 

Debt Secllrit.iez by priva.te placement., or negotiated public 

offering$. shall file a report. with the CACD. setting forth II 
the reason the company believe~ the resulting interest rate and 

cost of money were advantageou~ to the company and its ratepayers. 

S. PG&E shall file the reports required by General Order 

Series 24 except as noted above. 

7. The o.pplica't.ion l.S granted. .liS set forth ",'cove . 

The ~uthority granted by thi~ order to i~~ue ~ecuritie~ 

will be effective when PG&E pays $606.000, t.he fee set 'by Pu'b11.c 

Utilities Code Sections 1904(b) and 1904.l. !n all other respects 

this order is effective today. 

Dated DEC 91987 . at San FranCisco. California~ 



' . • 

• 

• 

A.81-10-010 CACD/KLB 

ComponeQj( 

Electric ])ep.a,rtaent 
Ga:r. Department 
Other Co.loD Plant. 

*1.095.000 
290.000 
220.00Q 

~ 
(In Tbo~ds) 

* 820,000 
215.000 
12S ... 002 

/ 
Total '1,605,000 '1,.0~00 *1.200,000 

The COIUlission Advisory and eo.pt1ance Division (CACD) . . 

has reviewed PG&E~s const.ruction bUdget.~or calendar years 1987, 
/ 

1988 and. 1989 and has concluded t.ha~. s proposed sale of 

securities, as :requested in the ~icat.10n, ia necessary to 

partially reimburse PQ&E·a trea:r.~ ~or capital additions and 

improvements or to fund the Pl-'.ed construction. However. PG&E 

1,. placed 011 not.1ee. by ~ec1:s1011' that. tho eo.u .. :s1on doe:> 

not. find 'that. PG&E.:J const.ruction proe;ram is- necessary. or reason-
/ 

able. for rate-ak:ina purposes. These.are issues normal17 tested 

in general rate or ra~base offset procoedinas. 
. I 

Ca~h Rogu1re.ent~ lQteqA~t& 

I 
PG&E.:s cash requirement.s. for calendar 7esrs 1988- and 

1989. e,.t.~_il of Ausust.. 19S7 1,. ,mMl4r1zod ..,. foll"",,: 

/ 
/ 

I 
/ • 

I 
I 

" .. 
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Fund~ u~ed/or Required for 
Con~truction Expenditures 
(Excluding AFODC) 

Maturities and Redemption of 
Long-Term Debt~ Including 
Sinking Fund Requirements 
and Preferred Stock 

Short-Term Debt Outstanding 
a~ of Beginning of Year 

Subtotals 

Le~s: Estimated Cash Available 
from Internal Sources 

Additional New Fundz Re~uired 
from Outside Sources 

,Y 

/'/ 
$1.421.800,000 $1.200,000.000 

,I 

.I 
/ 

;" 
/. 

362,500.000 .. l 184.000.000 
II' .', 

,,~f 

/ 
83,QQQ,~OQ -2.00Q.QOQ 

/ 
$1.867.300.000 $1.386.000,000 

l' 
,If' 

t 
1.1Q'Q.3QO.00Q 91~,QQQ.OQQ ., 

I! 

l 
~ 767.000,000 $ 472.000.000 

·f 

The CACD haz analYzed PG&E's cazh reQ.uirementz forecasts . '. 
l shown above and as indicated by the utility in its supplemental data ., , 

sheets presented to the Comrni~sion and has concluded that internally 
/ 

generated funds will provide about 58.9% of the 1988 cash require-
./ 

ments. or $1.100,300,000;,;" and about 65-.9% of the 1989 cash require­
l 

ment.s. or $914,000.009/ The CACD concludes that PG&E's proposed sale 
(" 

of securities, as re,quested in the application. i:s. necessary to help. 
j 

meet forecasted ca~h reQ.uirements. PG&E will need ",ddit1onal cash 
" 

". 
from outside SOurces of $767,000.000 in 1988 and $472,,000,,000 in 1989. 

,I 
,,' 

Capitalizaz1~IRati~ 
.; 

PG~ I scapi tal rat.ios as of June 30 ~ 198,7 are ~how::o 

below a~ record.ed and. as ad.justed. to give pro :forma effect to the 

tran~action$ that follow: 
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entire inve~tment banking community. Becau~e competitive bidding 

/ divide~ the community into ~evera.l competing bidding ~yndicate~~ 

each ~yndicate ha~ fewer partieipants. ~ a re~ult~ each pa~ci-
/ pant must agree to underwrite a larger portion of the iss~ and 

/ thereby increase its risk. For small i~~ues~ this may ot re~ult 

in a higher cost, but for large issues, the partici may 

require a premium to take on the greater risk. , 

PG&E states in its application ~uggest 

that. while the capital markets can accommo te competitive bid­

ding for is.ue. larger ~han $300'OOO.OO~UCh is.ue. are infre­
~uent and generally are restricted to oompanies that have high 

/ credit ratings. Competitive bidding ay fragment the capital 

commitment and plaeement capabilit es of unde~ri:ters~ who must. 

work against titive'bid situation and have 

less time to guage and build iarket demand for a successful 

::::~~::OO:' :rr::::::,e:r:::~:: ::d:i:~:: ::::e:to:undO • 

PG&E s~a~es that few e¢~nie~ ~ave used the competitive bidding 
I . 

process for debt trans~tions of $300.000.000. or greater. 
/ 

PG&E believes that. for the foregoing reasons~ the sale 

of its Debt securit~s in issues of $300~000~OOO. or greater. 

through negotiati~s. would enable it to obtain a cost of money at 

lea~t a~ low as.~f not lower. than would result by sale under the 

Competitive Bi~ing Rule. Therefore. it is in the be~t interest 
/ ~ of PG&E's ~~p~ero that the :::~oed issue. or is.ueo, of Debt 
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Securitie~ of $300,000,000, or larger, be exemp~ from the Comp~i-

tive Bidding Rule. 

2. Medium-Ie~ N~e ~rogram / 
Under Re~olu~ion F-Sl6, the Compe~itive ~ding Rule is 

not applicable to debt i~~ue~ for which competit~ bidding i~ not 

viable or available. PG&E~~ MTN 

PG&E's existing commercial paper program 

dealers on a be~t-efforts or agency basi 

with the Competitive Bidding Rule. 

exemption from the Compe~i~ive Bid 

like 

is incompatible 

issuance of 

Notes on a continuous~ or period ~ basis through dealers on a 

best-efforts or agenCY ba~is . 

3. 
/ 

If the Debt Securities are zold under the Competitive 

Bidding Rule, PG&E seek~authority to eliminate the one-day notiee 

req~iremen~ con~ine~n Resolu~ion F-61S. Through the u.e of ~he 
Securities and Ex~e COmmission's shelf registration prOCe­

dures. it is pos~~le to price an offering at any time the market 

conditions ap~ favorable. It is therefore desirable to be able 

~o contact the pro~pective bidder~ and adjus~ ~he ~erms of ~he 

the last. moment.. The adjustments in the size,. or 

~er.ms, of the offering migh~ come on the day of ~he pricing in 

re~pon:s to the market conditions. The prospective bidders can 
/ 

adequ~ely respond to the adjust.ed ~erms without haVing a 24-hour 

peri~ to con~ider the change • 
I 
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.;I' ~. C~nclu~i9n~ of L~w /'~ 

/ 1. A public hearing 1:5- not. necessary. / 

2. The application should be granted to the exte~set 

£orth in the order that !ollow:5-. ~ 
The propo:5-ed Debt Securities. preferre~ock and common 

/ stock are for lawful purpose:5- and the money. ~operty or labor to 
. / 

be obtained by them is required for these parpose~. Proceeds from 
/ 

:::o::~ritY issues may not be Char~ operating expenses or 

In i:5-suing our ordert;:we lace PG&E and it:5- :5-tockholdorz 

on notice that the number of Sha es outstanding. the total book 

value of these ~hares and th:; ividends paid do not determine the 

allowable return on plant investment. This authori~ation is not a 
I 

finding of the value of PG&E·s stock or property. not does it 

indic4to the amounts t~ included in ratemaking ~edurea. 
The fOllO~g order should be effective on the date of 

signature and payme~ of the fee set by PU Code Sections 1904(b) 
I 

and 1904.1 to ena~le PG&E to proceed with its finaneings 

expeditiOUSlY! 

QEl1EB 

I'l'ts ORDERED that: 

1. PAcific Gas and Electric (PG&E), on or after tho 

effeetive/~ate of this order and on or prior to December 31. 1988 
/ 

is authorized to do the following: 
/ 
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f. 

g. 

h. 

2. 

.' 

To ~ell, in one or more ~erie~, PG&E'~ pre- r' 

ferred ~toek of aggregate par value not ex- ,J/ 
eeeding $200.000.000; / 

To u~e the net· proeeed.~ (excluzive of accrued 
intere~t whieh would be u~ed for general eor~ 
porate purpo~e~) to be derived from the pr~ 
po~ed. ~ale of ~eeurities. as requested in/the 
applieation. for the purpo~es de~eribedlin the 
application, including the acquisitio~of 
property. the construetion. eomplet~n. exten-
sion or improvement of it~ fae~lit e~. or to 
partially reimbur~e its trea~ury or amounts 
previou~ly expend.ed for sueh p po~e~, or for 
eapital additions or improve~t~ for its 
Qualified Facilities, or fo;;the poszible 
redemption or purchase (if~conomieally fea-
sible) and retirement of a portion of its 
out~tanding debt or pre ~red stock; 

To use any acerued i 
neetion with the is 
eurities for gener 

ere~t received in eon-
0' or is~ue~ of Debt Se­
corporate purposez. 

seertain~ (a) the priee, interest 

rate, and. ing to the Debt Seeuritie~; (b) the 

amount of is~ued upon the conversion of 

Debt Seeuritie~ or the xereise of equity warrants and (c) the 

eonversion or warrant~riee and applieable ratio" the company 

shall notify the comCi~sion in writing. 

3. If the ~bt Securit.ie~ are :5old by compet.it.ive bidding, 

PG&E ~hall file a writt.en report with the Commission showing, for 

eaeh bid rece ved, t.he name of the bidder, the price, interest 

rat.e and eo t to t.he company based on 

4~If tho Debt ~curitios are (! 1 file, with the Commission, 
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pro~pectu~ pertaining to the Debt Securities as soon as it is 

available. 

5. PG&E~ within 30 days after the 

Debt Securities by private placement. or 

offerings. shall file a report~ With the 

the rea~on the company beB.eves the result 

cost of money were advantageous to the 

6. PG&E shall file 

Serie~ 24 except as noted above. 

interest rate and 

and it~ ratepayers. 

by General Order 

7. The application set forth above. 

order to issue securities 

• will be ays $606,000, the fee set by Public 

Utilities Code Sections 19 4(b) and 1904.1. In all other respeet~ 

this order is effeetive;t0day. 

Dated I . at San Francisco. California. 
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