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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE or CALIFORNIA “*fT“

Application of PACIFIC GAS AND
ELECTRIC COMPANY £o issuc and sell
through private placement
$50,000,000 aggregate principal
amount of its First and Refunding
Mortgage Bonds, 7.90% Series A, B
and ¢, due five, six and seven
yvears from the date of 1ssue

. respoctively.

 Application Notj577é7,':
(Filed January 4, 1978) =
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Pacific Gas and Electrzc Company (PG&E) seeks author;ty
to issue and sell on a negotzated basis $50,000, 000 aggregate g‘ ‘ .
principal amount of its F;rst and Refundmng Mortgage Bonds, 7. 90%,ff“ ' Z
Sexies A, B and C due fmve, six and seven years from the date of :
issue, respectively. ' ‘ . o

Undex terms of a pr;vate placement wmth an 1nternatlonal
souxce arranged by xnvestment mankers, the three new serxes L
(New Bonds), bearing Lnterest at the rate of 7. 907‘per annum, would;
be sold at a prlce of 100% of the aggregate prlncxpal amount. The *‘.__,
New Bonds dated December 1, 1977 would be subject to the«prov;saonsf}'ejJ"
of PG&E's TFirst and Refundlﬁg Mortgage, as amended by supplemental L
zndentures, and would mature at zatervals of f;ve, six and seven -

years from the date of issue as follows: ; L
Years to ff "‘Principalp
First and Refunding Mortgage Bonds. Matuxztz - Amount.
7.90% Sexies A T ! v $16%,700,000
7.90% Sexies B : ‘ _ 6 g, 16,700,000
7.90% Series C° | o7t 16,6005000
Total ' ‘ o S » s
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The New Bonds would not be redeemable unless a change znlf”

‘tax laws of the Unxted States ox any of 1ts polztxeal subd;vzoxonsf»ff\f

results in interest becom;ng subject to wzthholdlng for xncome o
tax. In that event, if PG&E determlne° that addltlonal paymento
to the orzgxnal purchaser would be rcqumred to~maznta1n the net
payment of interest at not less than the 7. 90¢ coupon rate, then
redemption at par plus accrued ;nterest mav occur.“_

If at any time prior to maturity: the autbentzcat;ng
Trustee undexr PG&E's First and Refunding Mortgage should be
requlved by the Mortgage to select bonds for redempt;on for the _
sinking fund, the company would not exerczse mts rxght to- spec;nyjd
the New Bonds for that purpose. Th;s restrmctmve redempt;on _
provision has been included to enable the utmlmty to ‘secure fands |
at a lower interest ¢ost than would have - otherw;se been posolble-yg |

PGSE reports that its unrelmbursed capxtal expendztures:.““o”

as of October 31, 1977 exceeded $1.4 bllllon and that the f]afg-‘,
unexpended balance of General Manager 's author;zat;ons for propertyir'
additions amounted to- $l 2 bxllzon. For the year 1978 capmtal
outlays will aoprox;mate $810 m;llzon, 45%. of whxch may be '
£inanced with funds in PG&E's treasury~and wzth znternally
generated funds. After payment and dlscharge of oblmgatlons

incurred for expenses related to issuance and. sale of. the New: Bonds,of‘

the company proposes to use the net proceeds, exclusmve of accrued
interest, to reimburse its treasuxy fox capltal expend;ture The
accrued interest would be used for general corporate purpo e».;~f
The uwtility's capital rat;ou as of September 30 1977
and as adjusted to give effect to the prevzously author;zed sale

of common stock on December 13, 1977 and’ to the proposed bond sale,;f :” |

are as follows:

Component © September 30 l977

Long-term debt : 47. 8%

Preferred stock : 14.2

Common stock equity 38.0
- Total : 100.0% =
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PG&E requests an cxemption,from‘thé commiv4£0ﬁ' _
competitive bidding rule set forth in Dcc1amon Vo. 38614 dated
January 15, 1946 as. amended £rom time to time -in Casc No.,4761._.'
In support of its request, the utxlmty poxnts out that the ,
agency: fee of 1/2 of 1% of the aggregate prmncmpal amount of. the"
New Boads i3 cox peﬁxtxve ‘with normal undcrwrxt;ng d;*counts and
commissions. Moxeover, the company cstmmates oaVLnas of o
approximately $95,000 by the el;mxnat;on‘of other mssuancé cos tuQV
associated with a public of‘er;ng, przmarxly 1n the forns of
printing *eea for rcgmstratzou statements and pxowpectus, SEC ‘
rchatratlon and fees of rating agenc;eu.‘ PG&E further 1ndxcates
2 desire to‘expand zts external sources of funds w;th a ' Lo
particular view to the avazlabxlzty of caomtal 1n the lntcrnatzonal )
markets, an objective which would be consistent wzth the COmmms xou'ﬁf*‘if
observation express ed in the interim opxnmon related to thc o
company's 1976 rate'proceed;ng. In that opxnmon the COmml szon
stated that "the time is ripe for: moxe . :.nnovat:.ve th:.nka.ncr :.n AR Lo
ecard to methods of financing the unprccedcnted capmta’ expcndxturea } "
projected for the future." Y e “\‘ )
The angnce Division estmmatcc that after paymcnt of tHc
placement fee and issuance expenscs, the effectlvo xnterest ratc
of the proposed boad issues would be about’ 8%. The DlVlolOn  ]”
observes that short-term interest z:atec are now movxng upward as |
indicated by recent increases in the prxme rate -and. the o;ecount .
rate to levels of 8% and 6-1/2%, respectxvely,‘furthermorc, N
long~-texm bonds rated A2, such as those of PG&E, are now acll:ng
at vields close to 3.80%. Combxnxng theee factors wzth PG&E 5.
present opportunity to establzsn xtself as a rel;able borrower ”'

L/ rage 30, Decision NO. 86281 dated August 24 1976,,mn Applzcatxons 3 §
Nos. 55509 and 55510. Paczflc Gag and Elcctrzc Company.;yﬁ ~ S
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in international markets leads the Finance Division to conclude [

that the terxms of the proposed f£inancing aré‘reaﬁonablé.r The
Operations Dzvm«ron advises that the fuﬁdg are needed for the
purpose specified in the applrcatxon. ' ‘
The approximately 8% aterest rate negotzated for thc _
New Bonds is more favoxable than the rate PGS&E would. currently ‘
oexpect to obtain from a publzc offexing, and an exemptzon £rom the

competitive bidding rule would, thercfore, be approprxate.'“Aq; R

negotiated sale often is not in the public rnterest howevex, and
an exemption gxanted in this instance should not be'construed a*'
a modification of the competxtrve blddrng rule 1n1t1ally "
¢stablished in Decision No. 38614 as amended by'the CommlsSLon rn
subseguent decisions in Case No.v4761.,

Aftex conozdcratxon the Commisscion £rnd° that~'

1. The approximate interest rate of 8% negotrated'
for the proposed private placement of the: New o
Bonds is more favorable than the applicant
could presently expect in a publrc offerrng at:.
competrt;ve bidding.

The proposcd private placement would result in
lower expenses than would be incurred through
2 publrc offering at competrtrve brddrng.’y

The sale of the proposed Now Bonds should be
exempted frxom competitive bidding.

The proposed New Bonds: would be for 2 proper
purpose.

Applicant has need for external funds for thc
purposes set forth in the applxcatron.

The proposed restrzcted redemptmon‘provrsmon
is reasonable.

The money, property or labor to be procured or
paid for by the bonds herein authorized is.
reasonably required for the purpose. opeczfred
herein, which purpose, except aa,otherw1se ‘
authorized for accrued interxest, is not, in whole
or in part, reasonably chargeable to operatzng
expense ox to :.ncome. , ‘ ,
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There is no known'opposition and there is no~rea son to
delay granting the relief requested. On the basis of the foxegoang
£indings we conclude that the application should be granted. A
»ublic hearing is not necesuary. The autaorzzatmon herexn‘cranted
is £or the purpose of this proceeding only, and is not to be’
construed as indicative of amounts to be mncluded xn proceedangs
foxr the deteruanat:on of Just and reasonable rates.,r

IT IS ORDERED that- :

1. The sale by Pacific Gas and Electrlc Company of not
exceeding $50,000,000 aggregate prmnc;pal amount of ats Farst
and Refundang Mortgage Bonds, 7.90% Series dated December 1, 1977
is herzeby exempted from the Commassxon"'competmtzve b;ddzng
xule set forth in Decision No. 38614, dated January 15 1946
as ended in Case No. 4761.. _

2. Pacific Gas angd 'BElectric Company may LSSue and sell up
to $50,000, 000 of its First and Refund;ng Mortgage Bonds, 7. 90A .

ries in the p*mncapal amounts deszgnated for Ser1e° A, B and c
and under the texms specified in the applxcataon. . -

3. Pacific Gas and Electrie company shall use the net o
proceeds to be derived from the sale, exclusave of accrued xnterest
for tae purpose set forth in the applxcatmon.‘ The accrued
interest may bc~used for auch purpose or. for general corporate
purposes. : DT IREERE L -‘L‘a;

4. Within one month after sellang the bonds herexn author;zedd‘ -
Pacific Gas and Electxric Company shall file wuth the' COmmlssmon a SRt
statement, in lieu of a report under General Ordcr No. 24-B ‘

zsclosang the purpoces for whach it used’ the bond proceeds.xuﬂ
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5. This order shall become ef‘cctlve wben ?ac:.f:.c Gas and
Electric Company has paid the fee preocr:.bed by .,cct:.on 1904 (b)
of the Public ‘U":.b.t:.es Code, which fee is $3J. 000.

Dated at San Francisco , c:a,li'fornia, this
164 day of __ FEBRUARY , lo7e. ' |

o Presiddnt

[FOC Y T




