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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of PACIFIC GAS AND
ELECTRIC COMPANY to issue, sell and
deliver one or more series of its
First and Refunding Mortgage Bonds,
debentures, promissory notes and/or
othexr evidences of indebtedness

in connection with domestic or
Euromarket offerings and to
guarantee the obligatlons of others
in respect of the issuance of
securities, the total aggregate
principal amount of such issuances
and guarantees not to exceed
$1,000,000,000; to issue shares of
Tits COmmon Stock upon conversion of
convertible debt securities or the
axercise of equity warrants; to
entox into one or more interest
rate cwap agreements; and for an
exemption from thoe COmpetitive
Bidding Rule. .

Application 88~02-007 -
(Filed February 3, 1983)
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Summary of Recision | |
This decision grants'Pacitic Gas and Electric Company “:f'
(PG&E) the authority requested in the applxcatxon. ,
PG&E requests author;ty under Publlc Utllltles (PU) Code
Sections 816 through 830 and 851, ror the zollowzng' : f'
1. a. 7o issue and sell, in one or more series, |
PG&E’s First and Refunding Moxrtgage- Bonds
(Bonds) ., debentures, convertible-debentures,
debentures with warrants, promissory notes,
and/oxr other evidences of indebtedness (to be

collectively referred to-as Debt Securities).
and/or ,
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To uncenditionally guarantee, or otherwise
secure, the obligations issued by, or on be-
half of, the State of California or any polit-
ical subdivision, including but not limited to
the California Pollution Control Financing
Authority (to be collectively referred to as
the Authorities or individually as the author-
ity), the proceeds of which are to be used to
finance or refinance air and water pollution
control facilities, sewage systems, solid
waste disposal facilities, any other facili-
ties qualifying for tax-exempt financing under
the Internal Revenue Code, or any combination
thereof (to be collectively referred to as the
Qualified Facilities).

The total aggregate principal amount of these is-
sues and/or guarantees shall not exceed the aggre-
gate principal amount o2 $1,000,000,000;

To enter inte one or moro.intorest rate swap agree-
ments pursuant to PU Code Sections 816 through 830.

To sell the proposedlissuo or'issuesfor;bebt.Se-
curities pursuant to;the Commission’s Competitive
Biddlng Rule wlth the rollow1ng mod;txcatlons.,

a. Exemptmon from the Compet;txve Bidding Rule ror
negotiated public. offerings of $200, ooo 000
principal amount or greater,‘

Exemptxon from the Compet;tlve Bidding Rule
for the issuance of Medium-Term Notes on

a continuous or periodic basis through dealers
on a best-efforts or agency basis,

Exemption from the Competitive Bidding Rule
for interest rate swaps and exemption from the
Competitive. Bidding Rule: for Debt Securities
issued in connection with interest rate swaps,
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The elimination of the one-day notification
requirement specified in the Competitive
Bidding Rule, and

Exemption from the Competitive Bidding Rule
for Debt Securities issued during 1988;

issue shares of PG&E’s Common Stock

In exchange for and‘upon'retirement'or the
Debt Securities, or

In exchange for equity warrants upon exercise )
of these warrants, as may be requ;red from time
to. timer

To be relieved of the necessity of comply:.ng with

the Commission’s General Order Series 24-3, for the
issuance of Medxum—Term Notes. |

To use the net proceeds (exclusive of accrued in-
terest) for the purposes set zorth,zn the applz—
cation;, and . _

To use any accrued interest received in connection

with the issue or issues of Debt Securltles for.

general corporate purposes.. ‘

A more complete statement ot the author;zatxon sought by

PG&E is set forth in the applmcatmon and summarzzed below.

Notice'or the filing o: the applicetion‘appearedfon theii_ -

commission’s Daily Calendar of February 8, 1988. No protests have '

been received;

PG&E, a Callrornma corporation, operates as a publzc
utility subject to the jurzsdzctxon ot this 0ommiss;on.r PGLE
generates, purchases,?transmits and sells elect:iclty and pur—

chases, transports, distributes and sells natural gas to 47
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counties in Central and Northern California. The company also
provides a small amount of incidental water and steam services.
For the 12 months ended September 30, 1987, PG&E
reported it generated total utilityloperating revenues of
$7,313,047,000 and net income of $775,618,000 as indicated in
its Income Statement shown as part of Exhibit B attached to the
application. ‘
Also shown as part of Exhibit B is PGSE’s Balance Sheet
as of September 30, 1987, summarized as ;ollows:'
Assefs _ : ‘ aneunt
Net Utility Plant I $16,112,462,000
Gas Stored Underground - : :
Noncurrent. _ . . -, 44,041,000
Other Property and Investments . 734,957,000
Current and Accrued Assets : ‘ 2,340,024,000
Deferred Debits ‘ 1.908,516,000
$21,140,000,000

L abiliti 1 Eeui |
Common Equity , B s 7,165,174, 000
Preferred Stock o 1,220,195,000. -
Long—Term Debt . o 7,798,233,000

other Noncurrent Liabilities - 483,715,000
. Current and Accrued Liabilities . 1,623,616,C00

Deferred Credits - 2.849.067,000
Total $21,140,000.000
‘As of Septembex 30, 1987, PG&E‘s construction expeﬁdie i

tures unraimbursod from the uale of accurities amounted to

$7,938,289,000 as shown in Exhibit ¢’ attached to the applzcat;on. ﬁ
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Sonstruction Budgets

PGSE’s construction budgets for the years 1938, 1989,
and 1990 amount to about $3,626,000,000 estimated as of Novenmber
20, 1987. Major classifications of the total budgeted

construction are summarized as follows:

conponent. 1988

1989
(In Thousands)

Electric Department $1,032,000" $ 893,000 $ 765,000
Gas Department ' 304,000 307;000: - 235,000
Other Common Plant 90,000 0 Q

. Total $1,426,000 $1Lgpo 000  $1,000,000.

The Commissmon Advxsory and Compliance vamsxon (CACD)

* has rev1ewed PG&E’s constructzon budgets ror the years 1988, 1989
and 1950 and has concluded that PG&E's proposed sale of securl-
txes, as requested in the applicapion, is’ necessary to«partzally
reimburse PG&E’s treasury‘for‘cepicciyadditions end irprovements
to its utility piaht’or tovtundfthe“plannediconstruction. How-
ever, PGLE is placed on‘notice; by‘this,deciSion, thac'the
Commission does not find that PG&E's constructxon progr&m is
necessary, or reasonable, for ratemakmng purposes. These'are
issues normally tested in.general rate,or-rate«base o:rset

proceedings.
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Cash Requirements Forecasts
PG&E’S cash requirements for the years 1988 and 1989,
estimated as of October 1987 is summarized as follows:
12838 ‘ 1282
Funds Used/or Required for

Construction Expenditures
(Excluding AFUDC) $1,368,000,000 $1,121,00Q,000

Maturities and Redemption
of Long=Texm Debt, Includ=- ,
ing’ Sinking Funds Require- o | ,
ments and Preferred Stock 1,280,912,000 181,294,000

Short-Term bebt outstand-~ : ' s
lng as of Beginning of Year (50,000,000 (43.000,000)

Subtotals $2.598.,912,000  $1.259,294.000

Less: Estimated Cash Avail-~ L o . . ‘
* able from Internal Sources $ 512]212.QQQ. £ 700.294.000

Additional New Funds Re- ‘ .
quired from Outside Sources $1,979, ooo 000 $ 559,000,000

The CACD has analyzgd,PG&E's cash requirements fore-
casts shown above and dsdindibated by the«utiiity‘in"its~supp1ef
ﬁental data sheets and a subseqﬁénﬁ letter'dated‘MarCh'z, 1988
presented to the CQmmission and has concluded that xnternally
generated funds will provzde about 23 9% of the 19388 cash requzre-
ments, or $619 912, ooo, and about 55. 6% ot the 1989 cash require-
ments, or $700, 294 000. The CaCD concludes that PG&E's»proposed
sale of securzties, as requested in the appllcatxon, is necessaxy
to help meet. rorecasted cash requlrements. PG&E will need addz-
tional cash from outs;de sources of’ Sl 979,000 ooo in 1988 and
and $559,000,000 in 1989. ‘
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Sapital Raties

PG&E’s'capital ratios as of September 30, 1987 are shown
below as recorded and as adjusted to give pro forma effect to the
transac@ions that follow:

feptembex 30, 1987 Exe Foxma

Long«~Term Debt ‘ 47.3% 47.5%
Short-Term Debt l.2 8.8

Total Debt: 48.5% 56.3%

Preferred Stock = 7.8 6.9
Common Egquity C 44.90 36.8

Total 100.0% - 100.0%
Debt _ _ ,
1.. Credit Facilities not exceeding $1,000;000,000

aggregate principal ‘amount (authorized by
Decision (D.)86-08-051 dated August 18, 1986 .
in Application (A.)86=-05=012)-. (Standby lines
of credits with banks in the amount of -
$650,000,000 have been executed but no
borrowinqs have been made):

The remaining lssuance ot long=term debt obli-
gations from PG&E to the State of California,.
Department of Watexr Resources in'an aggregate
principal. amount of $99,728,309 (authorized in
the anount of $73,500,000 by D.82-12-008 dated
December 1,1982 in A.82-10-55 and as increased’
to $136,000 000 in D. 86-08-024 dated August 6,
1986) > ‘

‘The proposed remaining’issuance of Debt Secur-
ities not exceeding $281,350,000 aggregate
principal amount (authorized by D.87~03-069
dated March 25, 1987 in A.86-12-066);

The retirement at maturity of $55,957,000
aggregate principal amount of outstanding
First and Refunding Mortgage Bonds . during

the last quarter of 1987 and in 1988 and 1989;
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The redemption of (a) $161,200,000 aggregate
principal amount to meet sxnk&ng fund require-
ments and (b) $329,390,000 aggregate principal
amount for other purposes, during the last
quarter of 1987 and in 1988 and 1989)~

The issuance of $315,000,000 of tax exempt

Debt Securities on behalf of PG&E by the au-
thority on December 17, 1987 (authorized by
D.87-03=069 dated March 25, 1987 in A.86-12-Q66);

The proposed issuance of up to $1,000,000,000
2aggregate principal amount of Debt Securities
(authorized by D.87=12-002 dated December 9,
1987 in A. 87 =10=010);

The redemption of $925 000,000 of outstand;ng'
exempt bonds issued on behalf of PG&E by the
Authorxty.

‘The proposed issuance of up to $1 000,000, 000

aggregate pr;ncipal amount of Debt Securztzes‘
requested in th;s applxcat;on, : o .

. ‘
. .. .
-

The. issuance of the maximum amount of short—

" texm debt securities (authorized by D.93788

dated December 1, 1981 in A.60949, and in
D.87-09-056 dated September 23, 1987 in
A.87-08=008) for a total of $1,634,472,769
aggregate principal amount:

Exexe::edlﬁsgsk

1l.

The proposed issuance of Preferred Stock wath ,
an aggregate par value not exceeding: $75,000,000
(authorized by D. 84-07-116 dated July 18, 1984

' in,A,84-04-116,

The sinking :und.requirements*totaling .
$45,000,000 aggregate par value during the
last quarter of 1987, and in- 1988 and.1989;

‘The proposed issuance of Preferred Stock with

an aggregate par value not exceeding $200,000,000
(authorized in D.87~-12~002 dated December 9,.

11987 in A.87-10-010),,‘
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sommen Skeck

The issuance of 9,447,900 shares of Common
Stock remaining in connection with the exist-
ing Shelf Registration Program having
estinmated proceeds of $151,166,400 using a
stock price of $16.00 (authorized by’
D.85-08-098 dated August 21, 1985 in
A.85-06~043)

The issuance of 5,716,807 shares of Commen
Stock remaining in connection with the Savings
Fund Plan having estimated proceeds of
$91,468,912 using a stock price of $16.00
(authorized by D.84-09-002 dated Septenbex 6,
1984 in A.84-07-044 and D.87-02-021 dated
February 11, 1987 in.A-86-12-067).

The issuance of 16,720, 821 shares' of Common
Stock remaining in connection with the Divi-
dend Reinvestment and Common Stock Purchase
Plan having estimated proceeds of $267,533,136
using a stock price of $16.00: (authorzzed by
D.87-~08=-035 dated. August 26, 1987 in
A.87=-07-065); and

The issuance of 1, 500 000 shares of Common
Stock in connectlon wnth the Stock Optien Plan
having estimated proceeds of $24,000,000 using
a stock price of of $16.00 (authorized by
D.86=10=043 dated. October 16, 1986:1n
A.86-08-001) .

The pro forma capital rat;os, as set tortn above, do
not include any future adjustments tofretained earnings. Aluo,
PG&E bhas stated that the maximum amount of short—term debt
securities authorlzed by statute and cOmmlssionAdec1smon is
unlikely to be outstand;ng ror any. leng perxod of t;me before
belng rerlnanced by other securxt;es,~wh1ch are also included in

the pro-tofma capital ratios. In addition, due to the uncertain

timing ¢f the issuances of the débt, prererredwstqck and common
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stock previously authorized, and the future economic feasibility
© of redeeming or refunding of PG&E’s debt and preferred stock
securities, the utility has stated that the pro forma capital
ratios may not be achieved.
summary of Proposed Debt Securities

PGSE seeks authority to issue and sell, in one or'moﬁe
series, Debt SecuritieS-and/o::to-unconditionally guarantee, or
otherwise secure, the obligations of the Authorities in respect of
their issuance of debt in connection with the tax-exempt
financings of’Qualitied Facilities. Total issuance of Debt
Securities and/or unconditional guarantees shall not exceed the
aggregate principal amount of $1, ooo ooo ooo. |

The terms and conditions ot the proposed Debt Secur;tzcs)

including the price, interest rate, matur;ty date, redemptxon pro—fV‘“ S

‘v;51ons, sinking fund (if any), and other prov;sxons will ke de-‘
termed by market conditions at the time of sale or each series<o:
the Debt Secur;ties.

Debt Securities may be sold by means of competitmve
bidding, negotiated publlc ofrerings-or other. otter;ngs.exempt‘

from the Commlssion’s cOmpet;tlve Blddxng Rule set :orth in

D.38614 dated January 15, 1946 in Case 4761, as amended by D. 49941,‘

D.75776, D.81908 and as further modmrled by cOmmisszon Resolutzon‘kﬁ
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F-616 dated October 1, 1986. If Debt Securities are sold by mecans of
competitive bidding, the following procedures will be observed:
1. PG&E will contact, by telephone or otherwise,
a selected group of prospective bidders to
invite the submission of bids for the pur-
chase of the Debt Securities at such time and
place as may be specified by PG&E;
PGLE does not intend-to:publish a public in-
vitation for bids or to take any action to
notify any other-prospective bidders, although
it will respond to requests for information -
and permit others to submit bids if they so
choose; and

3. Bids may be submitted to PG&E by telephone oxr
otherwise.

The types of Debt Securities PG&E may issue are generally
' described below' ) |
A. wmm:mgﬁmm |
The Bonds, as part of the1Debt Securities requestéd-in‘
the application, will bg-issuedfin conrérmiﬁy’with‘the‘provisiqns
of, and secured by, PG&E’s First and”Rerundiannbrtgage, dated
December 1,° 1920, as amended (to be- referred to as the Mortgage).
B. Wmmm
The Debt Securlties, it xn the form of unsecured .
debentures or notes, collectlvely'rererred to~as Notes, may be

issued in accordance with an 1ndenture;that would set forth theg‘

aggregate principai amount, maturity, default and'other.mAterial

provisions ot the Notes..
The Notes may be so0ld 1n publ;c or private of:erxngs,

w;th fixed or zloatxng rates, in senlor or subord;nated form.
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Notes may be sold in underwritten offerings, or on a best-efforts
basis, or agency basis as described in the application concerning
a program of Notes issued on a continuing or periodic basis.

Notes may be sold privately or publicly. A public offer- f
ing in the United States will require registration under the fed-
eral securities laws by the filing o!\a registration statement
that includes a prospectus describing the Notes. Alse, Notes may
be sold in domestic or European offerings.

c. .Convertible Notes
One or mbfe series of Notes may‘also be issued in con-
vertible form. These Notes would be';onveyhiblé*intofsharesror

_ . "PG&E’s common stock. Thérefore , PG’&E_. requests authority to ir'ssize.
.shgres of its common stock. PG&E will”arféct any necessary reg¥ .
istration of common stock under :edéral sééﬁfities laﬁs‘which"éay 
be recquired before PG&E can deli§eruthe cémmoﬁ sﬁock‘upon coﬁver;

sion of the Notes. - .

D. Notes with Warrants

PG4E indicates that the Debt Securities may also be

issued as Notes with attached warrants. One type of warrant
entitles the bearer to;purchase an additiohal ﬁéte during a period
no longer than the nonrédeiption éeriod-fbr‘the original Note.

A second type pf wﬁrrant,‘ca}ied an."QQﬁitY‘wﬁfrant",

would entitle the bearer to purchase shares of PGSE’S common stock .

at a price per share to-be'set,at the timeléffthe offering. . PG&E ﬁ'ﬁ'”’
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will affect any necessary registration of the common stock under
federal securities laws which may be required before PGLE can
deliver the common stock upon exercise of the warrants.
E. NMedium-Term Notes

Medium-Term Notes (MTNs) are Notes offered on a con-
tinuous or periodic basis.pursuant to a sheir registration state-
ment filed with the Securitxes and- Exchange Comm;ss;on. Matur-
ities generally range from nine months to 15 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 subordinated

form. o ,
PGLE believes that opportunities for additional interes taﬂn
rate savings may exzst through issulng Debt Secur;tzes denomrnated‘

in the currency of a torexgn.country. Exposure to fluctuations in

the value of the dollar, in relatlon to the debt obllgatlon in the f:_] f}

foreign-denominated currency, would be mln;mlzed by one, or more,
forward contracts,to purchase the‘currency or an 1ndependent
exchange of payment obl;qations with another party in a dollar-
denommnated currency.‘_ '

The 'CACD recommends that PG&E be placed on not;ce that
the CommLSSlon, xn.order to protect the ratepayers rrom‘currency~
value fluctuations, will rev;eW'the reasonableness or the effec-
tive ;nterest rate for any Debt Securxtaes issued in a foreign-

denominated currency at‘the_txme of issuance and if such an
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interest rate is determined to be reasonatle, may, for ratemaking
purposes, use that rate as the maximunm embedded cost of money for
such securities. The CACD also recommends that the Commission
indicate that the initial interest rate which is determined to be
reasonable for such securities will only be the maximum cost of
noney it will 'allaw in future rate proceedings and that any
reductions in the effective cost of money, resulting from cur-
rency value fluctqations, be passed on to ratepayers in future
rate proceedings as a reduction in the cost of money for all‘dgbt'
securities in PG&E’s capital structure. We adopt both the
recommendations of the CACD. '

G. Tax=Exempt Einnnglngﬁ of Qszxaan Qualified Easzlz:mgz

Add;tionally, as part of. the $L, ooo 000,000 authorzza-

t;on‘éought in its appl;cat;on, PG&E‘requests;authorLty to';ssue

‘and-éeii the Authorities one 6r*moré series of Debt Sécﬁritiés‘

or, in the alternative, to_uhconditionally guaranteé,wor other-

wise secure, the'Authorities'.obiig&tions’ihfrespect'or theixr
issuances of debt in connectioniwith the finAncing-or PGLE’S
Qualified Facilities. .

The proposed :inancingsﬂwitthhe Authorities may be

structured as follows:

1. The Authority would issue and sell one or
more series of its bonds, notes, debentures or
other securities (Authority Bonds) plus ac-
crued interest, to a group -of underwriters who
would ultimately market the Authority Bonds to
to the general public. Concurrently with the
sale and delivery of the Authority Bonds, PG&E
would- enter into a loan agreement, oxr othexr
security agreement, with the Authority.
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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 obligations under the loan agree-
ment, or other security agreement, entered
into with the Authority, its Debt Securities
plus accrued interest (the teyrms and condi-
tions of such indebtedness to be substan-
tially consistent with the terms and conditions
of the Authority Bonds) or would uncondition-
ally guarantee, or otherwise secure, the
Authority’s obligations in respect of the
Authority Bonds.

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

term fixed rate tax-exempt securities. However, under certain mar-

Xet conditions, PG&E believes that it may be-advantageous'to issue

one, or more, series of the Author;ty Bonds in the form of float-

ing rate short-term demand bonds, . commercial paper, notes or some

other varxable 1nterest rate tax—exempt debt instrument. PG&E

anticipates that such a variable rate fznanclng could be struc-

tured substantmally Wlth such changes as market condxtzons m;ght

dictate as follow5’

a.

Authority Bonds could be nominally long-term
instruments but could carry a short-term ‘
interest rate because of the existence of a

periodic "put" option- or mandatory re:und;ng

date;

The holde:s.or the Authority Bonds would have
the right to require that the Authority Bonds
be redeemed, or purchased, on certain periodic
dates, generally at 100% of the principal
amount plus accrued 1nterest,

A.Remarkating Agent would then remarket those
Authority Bonds which had been redeemed, or
purchased, and because the interest'rate on
the Authority Bonds would be periodically
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reset, any redeemed, or purchased, Authority
Bonds could generally be remarketed at about
their full principal amount:

PG&E would have the option at a certain tinme,
or times, to change from a fleoating rate to a
fixed rate for the remaining term of the Au-
thority Bond:; and

As an additional obligation under the loan
agreement, PG&E could cause to be delivered an
irrevocable letter of credit, or other credit
support facility, to the trustee of the Au~- .
thority Bonds. which would permit drawings by
the Trustee for the payment of unpaid prin-
cipal and accrued interest on the Authority
Bonds.

Intexrest Rate Swaps

PG&E hereby. seeks, in the alternative, either (i) that
the CQmmiss}on.concurlwith PGLE that PGSE’s entering into one ox
more ihtere§t~rate“swap-agreements :tom tine to time does not
require ccmmiseion authofiiation?un&erlPU Code‘SectionS“Slé‘
through ?3@: or (ii) that‘the,COmmission‘grantcPG&E‘Authorityﬂto “‘
enter into such agreements'uncer PU Code Sections 816 throuQﬁ
830.

A. neﬁsziRSien 91>IDI£I£ﬁS Rate Swaps:

An interest rate swap is a contractual agreement between o

two parties to exchange payments that are based on .lsz

specxfzed 1nterest rates and a stated notmonal amount. '

Typxcally, ;nterest rate swaps.are-arranged between»one party

which has a need for a fzxed rate: securxty, but because or

partxcular cxrcumstances can‘only is sue loating rate debt at

favorable terms, and another party whzch is able to issue a :;xed ;5f‘gf7
rate security and can ach;eve cost. %avings by swappxng its f;xed N

rate security-:or‘the tloating(rate,securlty s obligat;on.

516ff‘
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Interest rate swaps were created to take advantage of
arbitrage opportunities in the various fixed and floating rate
capital markets. Arbitrage opportunities exist because scome
narkets react to change nore rapidly than others, because credit
perceptions differ from market to market, and because receptivity
to specific debt structures differsirrom market to market;

B. Interest Rake Swaps Backeround

Since its origination in the Eurobond market in 1981,
the interest rate swap market has expanded rapidly and PG&E .
informs the CACD that swaps now exceed 5313 000,000,000 worldwide.‘
At the end of 1986, financial institutions acted as.counterpartiesf
for 60% of all swaps, government agencies 11%, and corporations

29%. The result of this expansion is a swnp market possessing

depth and liquidity. PG&E indicates‘that swaps now range in size L‘vw

rrom ssoo 000 to $500, ooo ooo, run from: six montns to 15-years,
and contain’ :lonting rate indices or LIBOR (London Intcrbank A
Qffering Rate), treasury bills, commerCial paper, and the prime |
rate of various banks- Through the development of a liquid

secondary market, swaps can now be assigned or terminated.

Mmmmmwm

Through. the use: oz interest rate swaps, PG&E believes .

that it can reduce its issuance o: commercial paper,.obtain ;
floating rate Debt Securities at less than its all-in cost of .
issueing commercial paper and eliminate associated liquidity
risk. All in cost equals stated interest rate plus issuance and

liquidity ‘support costs. For example, PG&E mny-issue fixed rate

=17~
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Debt Securities and swap the fixed-rate payments into floating-
rate payments tied to a commercial paper index that might result
in an all-in cost to the company below PG&E’s all-in cost of
issuing its own commercial paper. This synthetic commercial
paper would typically have a maturity of longer than one year.
The licuidity risk associated with commercial paper is alleged to
be eliminated for the term of the-swep.

Interest rate swaps can also be used to obtain long-term
fixed-rate debt. On occasion, PG&E ceuld‘issue’tloeting-rate Debt
Securities and swap the floating-rate payments into-fixed-raﬁe‘
payments at an all-in cost to the company that is less than the
cost of a fixed-rate Debt Securiéy with the same term. |

PG&E belleves that 1nterest rate swaps prov;de PG&E wmth L
another tocol to manage 1ts Debt Securitles, may on occaszon reduce
the all=in cost of tloating and tixed-rate Debt Securxt;es and

-

elxm;nate the liquidity risk assoeiated with commerc;al paper.~
D. commission Authoxization
Tn order for the Commission te‘have~jurisdictien over

interest rate sﬁaps specifically as securities, sweps nust meet

certain definitions in the PU‘Code: either "bendé, notes" or

"other evidences of indebtedness" under PU CQde Sectxon 818, or.
"obligatzons[s] or liabxlit[ies] as guarantor, endorser, surety,
or otherwise in respect of the- securit;es of any other person,

firm, or corporatlon..;ﬁ under PU che‘Section‘sao.
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PG&E is of the opinion that neither of these code
sections is applicable to interest rate swaps.

First, PG&E contends that interest rate swaps are not
revidences of indebtedness" under PU Code Section 818. An
interest rate swap is sim-ply an agreement between two parties to
exchange periodic interest payments on a specified principal
amount for a fixed period of time. Unlike a currency swap, there
is not an exchange of anY‘principal amount of "indebtedness".
Also, under PU Code Section 830, PG&E alleges that an interest
rate swap does not involve a guarantee of the_underlying debt-‘
obligations oflthe other.party.: A party’s obligation to its
lenders does not change when theVparty‘enters into a swap.
agreement; that party is still liable to the lender for timely
payment ot interest and principal as specified in the loan
agreement. Conversely, a party has‘no~liability with respect to
the other party’s payment obligation to the other'party's lenders.
Ne reference is made in the swap agreement to-any'separate
obligations of the parties to RaY others with the funds the
parties are contracting to receive under the swap agreement.
Neither of the parties need even to ni&é an obligation to pay
another, interest at a certain rat 'a party may contract
for a certain periodic payment for some other reasens. .

Another reason that PG&E believes that the Comm1551on
need not authorize intorost rate swaps under FU Code Sectionz 816
through 830 is that such.agreement are not treated as Debt
Securities or guarantees undexr generally accepted accounting

principles. The eftect of interest*rate SWaps are merely shown en

~19-
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an entity’s income statement as items of income or expenses; they
are not shown on its balance sheet as liabilities.

Finally, if interest rate swaps are treated as Debt
Securities or guarantees by the Commission, PG&E believes the
dollar amount of authorization requested in this application
should be increased. If PG&E issues Debt Securities and swaps the
interest payment obligations, the dollar amonnt’of Commission
authority used for the transaction is unclear to PG&E. If the
dollar amount of the Debt Security and the equal notional amount

of the swap each are considered'to be Debt Securities, PG&E

believes that the dollar amount of COmm1551on ‘authority needed zor‘§"“'

the transaction should be doubled.

PG&E alleges an.interest rate swap is not an "evidence
of zndebtedness" or a "guarantee" or another’s ecurltles under .PU Yd
Code Sect;ons 818 or 830, no Commlssxon authorxty is requared :or
PG&E to enter‘lnto-interest rate'swapwagreementsvunder those ‘

sections.

mamﬁgxmmﬂxmm |
CACD has met wmth PG&E and other utllitaes on several

occasions and has reviewed a‘varmety~o: documentatzon.on intexest - .

rate swaps. The CACD diaagfees with Pc&g thatAswaps are not a

security. They are clearlyfenforceable\contfacts for the payment'}:”'

of money in exchange of a?rightfor'obiigationgbetween‘two-parties.jjfoQ

The swaps are simplywaw"second tier*'contfactito the underlyingf'ni

financial instrument issued by'both~partiec. Further, the prlmary ?,f‘*‘“

purpose of swaps would ke to contract for an.exchange of anterest
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rates by PG&E for an extended period well in excess of 12 months.
Contracts for money whether in a "primary" or "secondary" tier are
still of valid concern to the Commission. Regardless of PU Code
sections 816 through 830, the Commission should exercise its
authority through its broader powers under PU sections 701 and
703.

PG&E has descr;bed the swap process so as to make the
ratepayer appear to be at least in different if not better off.
However, the fact is that under PG&E’s proposal, the ratepayer is
simply exclﬁded from any benefits of swaps, as proposed by PG&E,
without the compensating relief of any othexr risks or liabilities. :

One signiricaht use of swaps is as A‘hedgingvdevice =
against interest rate changes. .Hedging‘is a form of protection
against change where, for some»market—priced ree, a sllghtly
higher price is paid for protecticn against dramatic unravorable
market price changes.‘ In commercial paper, this-risk is rising
rates for the borrower when notes must be "rolled-over".

PGLE is lmmune‘rrom the need to hedge by the rate
settlng 'mechanisms currently used by thxs Commission.. PGLE is
conpensated in rates.tor var;ous xtems such as fuel’ oml

inventories at the published 9o-day‘commerc1al.paper rate as .
reported in the Federal Resérve Bulletin. Rategrare set to
reflect these levels regardless o£ PG&E’S actual cost of borrowzng .

and PG&E is not obligated to justify the rate or attempt to-

mitigate that rate with attendant risks o:,loss of opportun;t;eS“‘*”fV"'

for profit.
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Interest rate swaps could relieve PG&E of at least tweo
costs associated with commercial paper: firstly, the transaction
costs, estimated by PG&E to be about 5 basis points; and
secondly, recquirements for liquidity support, lines of credit
necessary to sustain short-term borrowing, which PG&E estimates
at about another 20 basis points. Thus, when PG&E issues
commercial paper at 7.00%, it’s all=-in costs amount to
approximately 7.25%. PG&E is compensatéd,'at least partiaily,
for these costs in its base rates set in general rate
proceedings. PG&E in fact profits or looses regqularly to the
extent that the ratemaking Federal Reserve ratg‘plus base rate
- allowances for other costswexceedé, or is smaller than, PGSE’S
actual rate plus actual costs. | |

The CACD notes that the Commlsslon’s ‘usage ot the
Federal Resexrve Board 9o-day 1nterest rate is intended to be a
fair and reasonablenbenchmark oL costs tg-be"allowable in rates.
Attendant is the slight oppértuniﬁy'torrprdfit or less through
the careful financial‘management-practiéés-oﬁ thg-ﬁtility‘
comparéd.to the m#rkeﬁ as a.whole. .Aécordingly, the CACD
recommends that interest rate swaps be provzs;onally authorlzed
within the zcllowan parameters and the;r equ;ty and
effectiveness. be evaluated in conjunction.witn PG&E's nesxt

application for- rlnance authorlty-

The CACD beiievesuthat'the ratepayers should benefit

Lrom any cost. savmngs whlch are reallzed by PGSE :rom lnterest
rate swaps for. expenses which were prevxously‘authorzzed in base :

rates. PG&E recoversrin its general rate case base rates an

-22=
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allowance for the fees charged by banks for lines of credit
necessary to support its short term debt issues. Interest rate
swaps will reduce PG&E’s requirement for such credit support.

The CACD recommends that PG&E be required to maintain a
memorandum account which will estimate the weighted average cost
of PG&E’s lines of credit applicable to a balance equal to the
principal amount of interest rate swap securities. In the PG%E’S
next general rate case, PG&E‘shouldvbe required to make a
substantial showing justz:ymng its l;nes of credit costs. The
Division of Ratepayer Advocates (DRA) should critically examine

this memorandum account wzth a v;ew toerecommendlng the

approprlate level of refund to ratepayers. Such refund. would be_\-f

based upon the actual or the reasonably necessary Tines of cred;t e

after any lnterest rate swaps ‘and the base rate allowance for
‘these costs in PG&E's last general rate' case. Ihese costs are
not norma;ly adjusted‘in Attritmon‘p:oceedings. The CACD further
recomnends‘tnat PG&E should‘not;enter‘into interest“rate‘swaps :or‘kt
a value greater than 80% o:‘the'itemo currently given rate |
recovery based upon the'Federal Reserve‘Board:9o-day interestwrate'f‘“

and that the balanclng accounts and memorandum accoutns be

excluded form this balance.. These 1atter Ltems are more volatzle‘jﬁ o

and subject to regulatory change than are ruel oxl 1nventories,

ete.

L.xm:.:eﬂbmmm&

Swaps should not exceed: 80% of the authorzzed?'ﬂ

value at December 31, 1987 of all utility . -

related items excluding. balancing . accounts

and memorandum-accounts accorded Federal @
. Reserve Board 90-day interest rate treatment.
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2 Reports

a)

within 15 days of entering into a swap
agreement, PG&E shall furnish to the
CACD a report analyzing the swap
including all costs associated with the
swap in comparison to a projection of
"all-in cost without a swap.

Within 15 days of entering into a swap
agreement PG&E shall provide the CACD
with a complete copy of the executed ‘
agreement and all attendant documentation.

PGSE shall separately report all interest
income and/or expenses arising from all
swap in all monthly and annual financial

‘ reports to Commission.

PGS&E. shall provzde cop;es of the
accounting entries made in the
nemorandum account to the CACD on a
quarterly basis..

3. Limit on BQS& BQSQEEII

a)

Any interesr rate swap transaction which
results in an increase in embedded debt
cost shall not be. rbcognxzed for '
ratemaking purposes. PG&E shall not:
record any cost increases on the swap
meporandum account so as to "net" against -
any cost sav;ngs. :

If PG&E elects to terminate. the swap
before the original maturity or the swap -
partner terminates the swap all costs = -
associated with the termination shall be
borne by PGLE stockholders. ,

PG&E shall place into a m@morandum ‘
account all of the ‘costs associated with -
the underlying liquidity supports or-
lines of credit equal -to the value of.
the swap agreement. ~ This amount is to
be offset against subsequent base rate
changes in general rate or Attrition
proceedings and. refunded to ratepayers:
based upon the DRA review of actual and

',reasonable levels of lines of credit. .
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d) Regardless of the interest rate
specified in the swap agreement PG&LE
will ¢continue to receive recovery only at
the Federal Reserve Beoard’s 90=-day
interest rate plus the other adopted
costs in rates after reduction for (c¢)
above.

4. Linits on Type of Swaps
a) All swaps shall be denominated in US

dollars with no other associated hedging
devices.

.

b) Swaps shall be restricted to an
exchange of PG&E’s mediunm or long=-ternm
obligation.

The Commission has considered the CACD recommendations,'
above and :inding them reasonable, Will adopt them as stated above.'ii

PG&E seeks authority to issue and sell its Debt Secux=-
ities on a negotiated basis and requests an exemption and other -
modifications from the‘COmmissionfs‘Competitive ﬁidding Rule, as
modified by Resolution F-616 dated 0ctober.1, 1§86-in which the
Commission sets fofth‘other provisions‘whichfexempt'debt issues
for which competitive kidding is not. Viable or available. PG&E
requests additional modifications in the :ollowing areas:

a. - For negotiated public ozterings for issues of
$300,000, ooo principal amount or greater,

b. For issuance of Notes on a- continuous or
periodic basis pursuant to a shelf regis-
tration statement and marketed on an agency
basis similaxr to PG&E’s existing commercial
paper program. '

For interest rate sWaps, ifr the CommlSSlon
determines that interest rate swaps are Debt
Securities, and the issuance of Debt Secur-
ities in connection with interest rate swaps;

-

—25-
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For the elimination of the one-day notice
period contemplated in Resolution F-616; and

For Debt Securities issued in 1988, as a
result of market volatility.

$300,000,000 Pxincipal Amount

Undexr Resolution F-616, the Commission may grant exemp—
tions from the Competitive Bidding Rule for debt'issues in excess
of $200,000,000 upon a compeilihg showing by a utility that
because of the size of the issue_ad exenption is warranted. PG&E
asserts that compelling circumstences exist for an exemption for
debt issues of $300,000,000 principal amount, or larger, and
believes that the exemption would'artord'it'the flexibility to
meet PG&E’s financial requlrements on.the most favorable terns
available. Therefore, PGLE requestsvan exemptmon from the
-Competitive Bidding Rule -for negotiated public offerings of
$300,000,000 prlnClpal amount or‘greater.A

PG&E believes that‘the size of a debt offering ean

determine whethexr a competitive bid, or e negotiated basis will

produce the lowest cost. In a negotxated ozrering, an underwrzt-r

ing syndicate can be formed: that consists ot‘virtually the enti:e"ﬁ

invostmcnt banking community. Because compctitive biddinq
dxv:des the communmty into several competxng bidding syndzcates,
each syndzcate has‘:ewer part1c1pants. As a result ‘each
participant must agree to underwrite a larger portxon of the- deb“
issue and thereby anrease its rzsk. For small debt ;ssues th;s
may not.result in a.higher_cost, but rer'large debt issues, the

partieipants'may,require e premium to take on the greater risk. |-
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PG&E states in its application that its statistics
suggest that, whiie the capital markets can accommodate
competitive bidding for debt issues larxger than $300,000,000,
these issues are infrequent and generally restricted to companies
that have high credit ratings. As a result, PGLE argues that
competitivé bidding for issues of $3,000,000, or larger, may
result in a higher cost of funds. PGSE notes in the application
that few companies have used the competitive bidding process for
debt transactions of $300,000,000} of greafer. ' The CACD notes
that is consistent with recent decisions and concurs with this
‘exemption. |

2. Medium-Term Note Rxodram [MIN)

~ Under Resolution F-616, theVCompetitiva Bidding Rule is

neot appllcable to debt issues for which compet;t;ve bmdd:nq is
not yiab;e cn,avamlgble. PG&E’s MIN proqram would be marketed
like PG&E‘’s existing coﬁmercmal'paper program, throughlg group-o: 
dealers on a best—é!fortsvor‘Aéenéy'basis that i$ incompatib1e'
with the Competitxve Bldd;ng Rule. Theierofe; PGSE fequests'an
exemptlon from the CQmpgfltlve Bldding Rule ror the 1ssuance of
Notes on a continuous or periodic basis‘through dealers on a
best efforts or agency basis. The CACD c¢oncurs with exemptlng the“
MTN. ‘

3. wwmmmmm

Rate Swaps

Under-Resolution F—Gle, the CDmpetitive Bidding-Rule is‘

not applicable to debt issues for which competitive bidding is not'
viabkle or available. PG&E requests that (1)31nte:est rate swap

agreements, and .(2) Debt Securities iséued?in connection with

-7
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interest rate swap agreements be exempt from the Competitive Bide
ding Rule.

Wnhile it may be possible for PG&E to solicit bids for
interest rate swaps or for Debt Securities to be issued in
connection with interest rate swaps, tﬁe existing market does not
readily operate in that manner. Interest rate swaps are
opportunistic transactions that are not always‘available. Thus,
the company must be ablelto~respond'quicklyrtoitake advantage of
the opportunity.

Similarly, PG&E must be able to issue Debt Securities in
connection with interest rate swaps when a lowexr interest rate can
be obtained than would”otherwise-be‘available; In order*tofarrive‘ =
at a lower overall cost than PG&E otherwise could obtain, the Debt
Security and the interest rate swap need. to be priced as one .
transaotion. The timing and the terms of the-Debt Seourity aqo
the interest rate swap must match and one trahéacrion cannot
proceed witﬁout the‘other. . )

Thererore, PG&E requests an exemption trom the |
Competitive Bidding Rule for interest rate swap agreements. The
CACD concurs. |

4. Qﬁg Dgx.NQ:igéizgzigﬂ

For Debt Securities sold undexr the Competitive Bidding
Rule, PGSE seeks authority to eliminate the one—day'notice '
requirement contained in Resolution F-Gls. Through the use of
the Securities and Exchange Commission s shelf registration:f 

procedures, it is poSSible o price an ofrering at any time the

market conditions appear.fevorable., Therefore, it is des;rable tovi
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be able to contact the prospective bidders and adjust the terms of
" the offering up to the last moment. The adjustments in the size
or tormz of the offering might come on the day of the pricing in
response %o the market conditions. The prospective bidders can
adequately respond to the adjusted terms without having a 24-hour”
period to consider the change.
s.wmmmawumw
Under Resolution F-616, the Coﬁmission may grant exemptions
from the Competitive Bidding Rule for debt issues for which
conpetitive bidding is not viable or available. fhe CACD has

reviewed PGSE’S reguest and its reasons for rurther modirications

of the Campet;t;ve Bidding Rule, as nodified by Resolutxon F—&l&. ‘f.d“'f

Tke study tor'F-616 showed little net dif!erence between :
competitive bid and negotiated placement. In that light the CACb'?
;belxeves that ‘the added bene!it oz auditable ractual comparat;ve _5
data in support of competitive bxds prov;des some zntanglble'
ratepayer »afeguards.

The CACD has reviewed the Commzssion's cOmpetLtlve
Bidding Rule, and in partxcular, Resolut;on F-616 and has

concluded that PGSE has not made’ a compellan showing or otherwzsef‘

offered any substant;al reasons ‘why it should be granted a blanket( e

exemption for all debt securxties to be - lssued during 1988. The

GACD xecommends that PG&E'S request for such exemptxons should be f"“"

den;ed. We agree wzth the CACD reeommendatxon. PG&E has not ‘
made a compelling showlng that.exemptlons trom the CQmpet;tlve
Blddlng Rule are warranted for Debt Securltles lssued durzng 1988

as a result of market.volatmllty.
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We place PG&E on notice that if it chooses to issue and
sell the company’s Debt Securities by means of negotiated private
placements, or negotiated public offerings where approved by this
docicion,the reasonableness of the resulting interest rate and
cost of nmoney to the company will be closely scrutinized in
PG&LE’S next general rate proceeding. This may result in a
. disallowance of the interest expense, if it is determined that
the cost of money incurred was not prudent. We will also regquire
PG&E to provide us with a showing‘of why it believes that the
resulting interest rate and ¢ost of money wereiadvantaqeous to
PG&LE and its ratepayers. We will require this showing within 30

days after issuance of PG&E’s Debt Secur;tzes.

QﬁDﬁXﬂl Qrdex Sexries 24 MQQiIlQAI&Qn .

Slnce the MIN program.;s deszgned for cortinuous ox
periodic sales, strict complxance~w1th General Order Series 24
could required daily tlllnqs with the Commlsslon. Accordingly,, '
PG&E requests authorization to be rel;eved of the necess;ty o:
.complymng with the cOmmxsszon s General Order Series 24 for sales
of Debt Securltles under the MIN Program. In lmeu of a report or =,
reports under the general order, PG&E proposes to file, wzth.the
CONMLSSlon, on or bezore the 25th day'of ‘the month follow;ng each
quarter, a statement for the preceding quarter showing the
~aggregate pr;nc;pal amount, Lnterest rate, maturaty and cost"
to the company of Debt Securxt;es sold in connectlon w1th
MIN proqrams. Thrs proposal 15 conszstent wzth the reports

currently requested by the Commassaon for PG&E’s current shelr

reqrstrat;on.program :or common stock, Divxdend Rexnvestnent and

i-3o-
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Common Stock Purchase Plan and Savings Fund Plan.

The CACD has reviewed PG&E’s request and its reasons
for exemption of the MIN Program from General Order Series 24‘s
reporting requirements. The CACD has determined that PG&E has
made a compelling showing that xelief from the necessity of
complying with Coneral Order Series 24 for sales of Debt Securi-
ties under the MIN Program is warranted. The CACD recommends
that PG&E be relieved of the necessity of complying with the
Commission’s General Order Series 24 for sales of Debt Securities.
under the MIN Program. The CACD concurs that PGLE file with the
Commission on or before the 25th day of the month £ollow1ng each‘if

quarter a statement tor the precedxng quarter showing - the

aggregate pr;nc;pal amount, the interest rate, maturxty and-. cost .

to the company of Debt Securltzes sold in connectxon thh the’ MIN‘

'Program. We w:ll accept the CACD's recommendat;on.

Use of Rzgsgsdﬁ

PG&E proposes to use the proceeds from the sale of the
Debt Securities, as requested initheuapplication,‘other than
accrued. interest aﬂd after payment and diécharga of obligations
incurred for expenses incmdent to the issuance and sale for the

follow;ng purposes:

For the acquisition'of-propefty:_

For the construction,’ completzon, extenszon.or
mmprovement of ‘its faCllltles. ‘

For the- 1mprovement or maxntenance of its
services; .

'For the discharge or lawtul re:undlng of 1ts
oblzqatxons. _




A.88-02=-007 CACD/DML

For the reorganization or readjustment of its
indebtedness or capitalization upon merger,
consolidation, or other reorganization;

For the possible redemption or purchase if
economic, and retirement of a portion of its
outstanding debt or preferred stock to par-
tmally'rexmburse PG&E for . monies actually
expended from income or other monies in its
treasury not secured by or obtained from the
issue of stocks, stock certificates or other
evidences of interest or ownership, or bonds,
notes or other evidences of indebtedness for
the purposes mentioned above except mainte-
nance of service and replacements;

For future capital additions and improvements
for its Qualified Facilities:; and

For such other purposes as are described in
PU Code Section 817. The amounts s¢ reim-—

bursed will become a part of PG&LE’S general
treasury funds

PG&E proposes to use a portxon of such qeneral treasury

. funds to ‘repay a’ portion ot its. short—term borrom.ngs outstand:.ng

at the txme of PG&E’s receipt of these proceeds.
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Eindings of Fack
1. PG&E, a California corporation, operates as a public
utility subject to the jurisdiction of this Commission.
2. PG&E has need for external funds for the purposes set
forth in the application. :
3. The proposed Debt Securities and Common Stock will be
used for proper purposes. .
N 4. The proposed agreement requiring PG&E to provide security’
for the Authority Bonds would not be adverse-to«the public interésﬁ;
5. The money, property, or labor to be procured, or paid }
for, by the proposed Debt Secufit}eé and Common ‘Stock is‘reaéon-
akly required for thé purpd;esvspecitied in thevapplication.
6. The use of interest rate swaps is reasonable within the:
llmitatlons proposed by CACD. ‘

, 7. Exempting PC&E from . COmmission's Compctitive Bzddznq'
Rule in the application would be adverse to the publlc xnterest,‘
except for the l;mzted instances discussed for interest rate
swaps, issues over $300 millién and the mediun term note progtam._

8. It is proper to determxne the reasonableness ot the
efzective interest rate incurred fox any Debt Securxty issued in a
fore;qn—denominated currency and'towuse that rate, for ratemak;ng
puxposes, as the maximum enmbedded cost'br‘monef in future rate

proceedings.

9. It is propexr for r;témakinq purposes that hny'reduction

in the effective cost of money resulﬁing]rrom-currency"value
fluctuation on Debt Securities issued in foreign-denominated .
currency be passed onftb‘thekratepayefsfin-rutuxe~r;te'proceedings,

as a reduction in the cost of honey for all Debtnsééﬁrifies,

33—
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10. The Commission deoes not, by this decision, determine
that PG&E’S construction budget is necessary or reasonable for
ratemaking purposes. These issues are normally tested in generxal

rate or rate base offset proceedings.

11. There is no known opposition to this proceeding and no

reason to delay granting the authority requested.
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gonglusions Qf Law

1. A public hearing is not necessary.

2. The application should be granted to the extent set
forth in the order that follows.

The proposed Debt Securities and Common Stock are for
lawful purposes and the money, property, or lakor to be obtained
by them is required for these purposes. Proceeds from the secur—
ity issues may not be c¢harged to operating expenses or income.

In issuing our order, we place PG&E and its stockholders
on notice that the number of shares oﬁtetanding; the total book'

value of these shares, and the dividends paid do not determine the

. ‘ . ‘ ’ P
allowable return on plant investment. This authorization is not a )

finding of the value of PG&E's'steck or prepe:ty, nor does it
indicate the amounts to be included in rate setting proéeedings.

Taking 1nto—cons;deratxon the :ee exemptmon allowed by - f:
PU Code Sectlon 1904(b), as a result or credlts from‘prxor out~ -
stand;ng xndebtedness and prefer:ed stock_retundzngs, as shown in’
Exhibit D attached to the application,'no-fees are due or peyable
with respect to the proposed issuance and sale of the s;,ooo}oob,oQQKe
aggreqatevprincipal amount'ef"Pc&E?s Debt Seeurities. ‘

The fellowinq order should be. eftective on the date of
signature, to enable PG&E to proceed with its fznancxngs expedl—

tiously. No fee is due or payable‘under PU Code Section 1904(:0,»
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QRRER
. IT IS ORDERED that:

1. Pacific Gas and Electric Company (PG&E), on or after the
effective date of this order and on or before Decembexr 31, 1989,
is authorized to do the following:

a. To issue, sell, and deliver in one or more
series its Debt Securities and/or to uncon-
ditionally guarantee or otherwise secure the
obligations of the Authorities in respect of
the tax-exempt financing of PG&E’s Qualified
Facilities with all such issues and sales of
the Debt Securities and/ox unconditional
guarantees being upon terms and conditions
substantially consistent with those set forth
in oxr contemplated by the application and not
to exceed an a.ggregate principal amount of
$1,000, 000 0007

To~Lssue, sell, and deliver such Debt Securi-
ties under the Commission’s Competitive Bid~
ding Rule with exemptions therefrom for the
issuance of Notes on a continuous or per;odlc
basis_through dealers on a best-efforts or agency
basis, for Debt Securities issued in connection
thh interest: rate sSwaps.

Common Stock in exchange for and upen retmre-

. ment of Debt’ Securities issued, as set forth
in the application, upon conversion of the
Debt Securities and in exchange for equity
warrants, as may be required zrom time to
tine; .

To be relieved oz the neCesslty of complylng
with the Commission’s General Order Series’ 24
for the issuance or Medxum-rerm Notes.

To use the net. proceeds :rcmethe sale of .
securities (exclusive of accrued interest
which would be used for general corporate pur-
poses) for the purposes described in the ap-
plication;

Touuse-any accrued'interest.received"in”con-
nection with the issue or issues of Debt Se-
curities £or‘general,corporate“purpcses:_and-

To enter into one or more interest rate swap
agreements from time to time without the ne- "~
cessity for prior consent from the Commission

-36=
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subject to the restrictions stated in the body
of this opinion.

2. Promptly after PG&E ascertains (a) the price, interest
rate, and other terms pertaining to the Debt Securities: (b) the
amount of Common Stock that may be issued 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.

3. For the Debt Securities sold by competitive bidd;nq,
PGSE shall file a written report with the CACD showing, for each
bid received, the name of the bidder, the price; interestvrate;
and cost to the company based en the price and interest rate
within 5 bus;ness days. ‘ |

4. If the Debt Securzties are sold in a publzc oftering,

PGSE shall file, with the CACD; three cop;es ‘of its final pro—

-

spectus pertaining to the Debt Securities as soon as it is

available.

5. PG&E, within 30 days after the isSuanCe'and sale of its .

Debt Securxt;es by private placement, or negotxated publlc orfer-f

ings, for use in interest rate swaps shall flle a report, w1tn ﬁt

the CACD, setting rorth the reason. the company' belzeves. the

. resulting interest rate and,cost of money were advantageous to

the company and its ratepayers. - . | .

6. PG&E shall file copies ot all interest rate swap
agreements and,other‘swap related reports as described in this
decision. | |

7. PG&E shall file the reports requxred by General Order

Series 24 except as noted above.
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8. PG&E shall submit an original and four copies of the
reports required by ordering paragraphs 2 through 6 to the CACLD
with a transmittal letter stating the application and decision
nunbers. Parties need not be served with copies of the reports
unless they request such serviece in writing. When service is nade
on parties who request copies of the report, PG&E shall attach to
its report a certificate showing service by mail ﬁpon all those
requesting copies. The Director of CACD shall send the original
and one copy to the Docket Office tdr £iling.

9. The réquirement to file periocdic reports shall lapse on
June 30, 1950. |

10. Taking into consideration the fee exemption allowed by
PU Code Seqtiqﬁ.1904(b), as.ahrqsuit'dt credits from prior out-
standing indebtedness and preferred stock'retundings, as shown‘in‘
Exh;bxt D attached to the application, no fees are due ox payable ‘
with respect to the proposed 1ssuance and sale of the $1, ooo 000, 000 -
agg*egate pr;ncxpal amount of PG&E’s Debt Securmtzes.

11. The applicatlon is granted as set :orth,above.
This order is effective today.

APR27 1388

Dated at San Francisco, California.

! CERTWY'T“AT THIS DE :
WAS: APPROVED: BY ,H-CEASE
CONM’SS’O\'ERS "'ODAY ]

Victor Wu....... \-XOCUTNQ Sl

Ao




