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BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
Application of PACIFIC GAS AND %

ELECTIRIC COMPANY to issuve zand sell .

on a negotiated basis not exceeding Applicatiozn No. 59307
$250,000,000 aggregate primcipal (Filed November 30, 1979)
amovnt of its First and Refunding

Moxrtgage Boxnds, Series 80A.

INIONXN

Pacific Gas and Electric Company (PGandE) seeks an oxder
granting it az exemption'from the Commissiozn's competitive bidding.
»le, and authorizing it to issue and sell not exceeding $250,000,000
ageregate prircipal amount of its First and Refuxnding Bonds, Series 80A.

PGandE requests this authority pursuant to Sectiors 816
through 818 of the Public Utilities Code. Notice of the filing of the

application was published on the Commission's Daily Calendax of
Decemder &4, 1979. ]

The bonds t¢ be dated December 1, 1979, would be secured by
PGandE's First and Refunding Mortgage as smencded by twelve supplemezntal
indentures and would be subject to a restricted redemption provision
until December 1, 1984. The utility alleges that the restriction upon
early redemptiorn would result in securing funds at a lower interest
cost than would otherwise be possibdle.

PGandE proposes to issue and sell the bonds on a negotiated
basis through a nationwide group of underwriters who will agree €0
purchase all of the bdonds pursuant to an underwriting agreemext 0
be entered into betweez PGandE axnd the representatives of the several
underwriters. The final terms of the underwriting agreement and other.
terms of the proposed offering, including the price of the borxds, the
interest rate, other redemption provisions and the underwriting
commissions to be paid, will be determined by negotiation between
PGandE and the underwriters skortly before the proposed public offering.
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Proceeds from the sale (exclusive of accrued interest) would
be used to reimburse the treasury for capital expenditures and there-
after to repsy a portion of outstanding short-term notes issued for
the purpose of temporarily financing additions to utility plaxt.
Accrued interest would be used for gereral corporate purposes.

As of September 30, 1979, umreimbursed capital expeanditures
smounted to $1,057,%31,000 as shown in the followirg summary:

Thousands of Dollars

Unreimbursed Capital Expenditures at Juze 20,
1979, per Exhidbit B in Application No. 59052 81,041,216

Additions:
Net Capital Expenditures Durxing the Period
July 1, 1979, to September 30, 1979, as

Reported in the Monthly Repoxt to the
California Pudblic Utilities Commission $266,340

Bonds Matured oxr Purckased for
Sixking Tuxd:
Purchased for Sirking Fund —— at Cost 7,829
Payments of Baxk Loans axd Notes Payzable 768,866
Total Additions 1,063,035
Subtotal | $2,104,251
Deductions
Reimbursement Received:
Bank ILoans and Notes Paysble $835,171

Common Stock ~ CPUC Decisior No. 87545,

Dated July 6, 1977, for 5,000,000 Shares

and Common Stock - CPUC Decision No. 88712,

dated Februaxry 28, 1978, for 2,000,000

Shares (770,012 Shares Sold) 18,044

9% Redeemable $100 First Preferred Stock -
CPUC Decision No. 90702, dated August 28,
1979, for 1,500,000 Shares 150,000

Accumulated Provisiorn for Depreciation -
Increase 43,705
Total Deductions 1,046,920

Unreimbursed Capital Expexditures at
September %0, 1979 $1,057,%31
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The application indicates that PGazdE is making extensive
additiors and improvemerts to its plaxts, properties and facilities
as required for adeguate service to the pudblic. 4s of Septexmber 30,
1979, the unexpexncded balance of General Manager's authorizations
for capital additions and ilmprovements to PGandE's properties undexr
construction amourt to $2,635,556,000. The estimated cost of such
capital outlays for tke year 1980 is $880,000,000.

PGandZ's capital ratios as of September 30, 1979, axd as
adjusted to give effect to the proposed bonds, as well as to the

issuance in November 1979 of 9,000,000 shares of cormmon stock,y
are set forth below:

Sevtember 30, 1979 Pro Forma

Long~Tern Debdbt 45.6% 46.2%
Preferred Stock 15.5 14.7

Common Equity 8.9 9.1
Total 100.0% 100.0%

PGandE's reasons for requesting exempition from the
competitive bidding requirements as set fortk in the applicatioz
are as follows:

"(1l) The continuved umcertainty in the fixancial markets
makes it desiradle to have the maximum flexibility
provided by a negotiated offering to take advantage
of short-term changes in the interest rate and market
corditions ard, if necessary, to adjust the terms of
the proposed issue, including the principal amouxnt,
maturity date(s) and redemption provisions in response
to the requirements of the market at the time of the
offering. The flexibility of timing and terms afforded
by a negotiated wnderwriting will increase the likelihood
of successfully selling the Bonds.

1/ Autborized dy Decision No. 90872 of October 10, 1979 in
Application No. 59010.
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(2) Competitive bidding divides the shrinking investmen:
banking community into several competing selling
efforts. In & negotiated offering, the entire
investment banking commuxnity is available to de formed
into a selling syndicate with those firms best able
to market the securities. In competitive bidding,
firms with relatively good underwriting and marketiag
abilities might well be members of az unsuccessiul
group. Thus their sales strexngth is lost.

The current unstable condition of the dbond market makes
essential preoffering marketing efforts by the prospective
underwriters. Investmert bankers associated with the
negotiating group in a negotiated underwriting are in a
position to exgage ir such efforts, but members of a
bidding group are not. Such effoxrts, together with the
greater flexidility in timing and terms, can result in a
lower cost of momey through a negotiated uncerwriting
than would be obtained if the offering were made by means
of competitive bidding.”

Although a negotiated sale may allow more Iflexidility in
marketing the propesed bonds and facilitate the sale with less cosv

to PGandE, a negotiated sale is not always recessarily in the pudlic
interest. This decision is not intended to modify the competitive
»idding rule as initially set out in Decision No. 386Ll4 (46 Cal.R.R.Com.
281 (1946)), and as amended by the Commission in subsequent decisions
in Case No. 476l.

The Revezmue Requiremerts Division has reviewed the
applicatior snd concludes that the proposed bond sale is necessaxry To
reimburse the treasury for capital expenditures and to refund short~term
notes issued for temporary financing of construction. The Division,
however, reserves the right to reconsider the reascnableness of
construction expenditures in future rate proceedings.
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Findings and Corclusions

1. PGandE is a Califormia corporation operating urder
the Jurisdiction of this Commissiozn.

2. The proposed bend issue is for proper purposes.

3. The proposed restricted redemption provision is reasozable.
: 4. PGandE has need for externmal funds for the purposes set
forth in the application.

5. The money, propexrty or labor to be procured or paid for by
the issue of the bonds hereir authorized is reasorably required fox
the purposes specified herein, which purposes, except as othexwise
authorized foxr accrued interest, are not, in whole or in part,
reasonably chargeable to operating expeanses Or o income.

6. The sale of the proposed bonds should not be required to de
through competitive bidding.

7. There is no known opposition to PGandE's application and ne
reason to delay graating the authority requested.

8. A public hearing is not necessary.

9. On the basis of the foregoing findings we conclude that the
application should e granted.

The action taken herein is for the purposes of this
proceeding only ard is not to be comstrued as indicative of amounts

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

IT IS CORDERED that:

1. The sale by Pacific Gas and Electric Company of not exceeding
$250,000,000 sggregate principal amount of its First and Refuxding
Mortgage Bonds, Series 80A, is heredy exempted from the Commission's
competitive bidding rule set forth in Decision Ne. 38614, dated
January 15, 1946, as amended, in Case No. 47el.
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2. Pacific Gas axnd Electric Comparny may issue and sell not
exceeding $250,000,000 asggregate principal amount of its First
and Refunding Mortgage Bonds, Series 804, to a group of underwriters
at such price and otherwise such terms and conditions to be negotiated
in accordance witk the spplication.

3. DPacific Gas and Electric Company shall use the net proceeds
from the sale of said bonds for the purposes referred to in the
application.

4. Tpon determining the maturity date, price and interest rate
pertaining to the bonds herein authorized, Pacific Gas and Electric
Company shall notify the Commission tkereol iz writing.

5. AS soon as availsble, Pacific Gas and Electric Company shall
file with the Commission three copies of i%s final prospectus
pertaining to said bonds.

6. Pacific Gas and Electric Company shall file with the
Commission a report, Or reports, as required by Gemeral Order No. 24~B,
which oxrder, insofar as applicadle, is hereby made a part of this
orcer. ‘ '

7. This order shall become effective when Pacific Gas axd
Electric Company has paid the fee prescribed by Section 1904(b) of
the Pudblic Utilities Code, which fee is $131,000.

Dated , &t San Francisco, Califoraia.

r?do“" 'T“' eyl L ;,,,.Sb’a?\ . . g . - - Mﬂ":-‘:}n"-——

sm'm OF CALIFORNTA

A e st b AY T — b U,




