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Decision No. ------
BEFORE TEE PO'ELIC UTILITIFS CO~SSION OF THE STATE OF CALIFOPl."'I.A. 

Applicatio~ of PACIFIC GAS ~~ ) 
ELECTRIC C~A.~ to issue a~d sell ) 
on a negotiated basis not exceeding! 
$250,000,000 aggregate princi~a1 
SJnou:c.t of its First and Re1'u.ndi:c.g 
Mortgage Bonds, Series 80A. 

OPINION 
--~....., ........ ~ 

Application No. 59307 
(Filed November ;0, 1979) 

Pacific Gas and Electric Company (PGanc!E) seeks an order 
granting it an exemption from the Com:ission's competitive bidding 
rule, and authorizing it to issue and sell not exceeding $250,000,000 
aggregate principal 3:01.Ult of its Fi::'st and Retundi:c.g Bonds, Series SOli.. 

J?Ga:c.ctE requests this authority pursuant to Sections 816 
thrc1ugb. 818 of the Public Utilities Code • Notice or the filing of the 
application was published on the Comoission's Daily Calenda::- of 
December 4, 1979. 

The bonds to be dated December 1, 1979, would be secured by 
PG3llCl:' s First and Re1'unding Mortgage as amended by twelve supplemental 
ind,entures a:c.d would be subject to a restricted redemption provision 
until December 1, 1984. The utility alleges that the restriction upon 
early redemption would result in securing funds at a lower interest 
cost than would otherwise be possible. 

PGa:c.dE proposes to issue and sell the bonds on a negotiated 
basis through a nationwide group 0'£ u:c.den.ri ters who will agree to 
purchase all 0'£ the bonds pursuant to an 'Wlderwri. ting agreeme:.t to 
be entered into betwee:. PGandE and the representatives 0'£ the several 
underwriters. The final terms or the underwriting agreement and other. 
ter.ms or the proposed orrering, including the pr;ce or the bonds, the 
interest rate, other redemption prOvisions and the underwriting 
commissions to be paid, will be deter.mined by negotiation between 
PGandE and the underwriters shortly before the proposed public orreriDg. 
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Proceeds from the sale (exclusive o£ accrued interest) would 
be used to reimburse the treasur,y for capital expenditures and there
a1"ter to repa:y a portion of outstanding short-term notes issued for 
the purpose of temporarily financing additions to utility plant. 
Acc~ed interest would be used for general corporate purposes. 

As o! September ,a, 19?9~ u:o.reimbursed. capital expenditures 

amounted to Sl,057,331,000 as shown in the following summary: 

U:creiJnbursed Capital Expend.i tures at June ;0, 
1979, per Exhibit B in Application No. 59052 
Additions: 
Net Capital Expenditures During the Period 
July 1, 1979, to Septembe~ 30, 1979, as 
Reported in the Mo:o:ehly Report to the 
California Public Utilities Commission 
Bo:lds f'J.3.tured or Purchased tor 
Si:llting Fu:.e.: 

Purehased tor Sinking ~d -- at Cost 
Pay.c.ents or Ba.clc Loans a:c.d Notes Payable 

~otal Additio:ls 
S'C.btotal 

Deductions 
Reimbursement Received: 

Ba:ok Loans and Notes Payable 

Common Stock - CPUC Decision No. 87545, 
Dated July 6, 1977, tor 5,000.,000 Sha=es 
and Common Stock - CFUC.Decision No. 88712, 
dated February 28, 19?8, £0= 2,000,000 
Shares (770,012 Shares Sole.) 

9"" Redeemable Sloo First Preferred Stock -
CPUC Decision No. 9O?02, dated August 28, 
1979, tor 1,500,000 Shares 

Accumulated Provision tor Depreciation -
Increase 

~otal Deductions 
U:oreiJnbursed Capital Expenditures at 
September ;0, 1979 
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Thousands of Dollars 

S266,340 

7,829 
788,866 

$8;5,171 

18,044 

150,000 

43,705 

$1,041,216 

1,063,035 
52.,.104,251 

1,046,920 

$1,057,331 
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The application indicates that PGandE is making extensive 
additions and improvements to its plants, properties and facilities 
as required !or adeqtl.ate service to the public. ls.s or Septe::nber 30, 
1979, the unexpended balance or General Manager t s authorizations 
for capital additions :md i:mprovements to PGandE t s properties 'IXOde:
construction amount to $2,63;,556,000. The ~stimated cost o! such 
capital outlays for the yea::: 1980 is $880,000,000. 

PGandE t s capital ratios as of September 30, 1979, and as 
adjusted to give e~reet to the proposed bonds, as well as to the 
issuance in Novembe:- 1979 or 9,000,000 shares or COl:mon stock,Y 
are set forth below: 

Long-Te:r:m Debt 
he.ferred Stock 
Common Equi ~ 

Total 

September 30, 1979 
4~_6% 
15.; 
38 .. 9 

loo.OCtG 

Pro Forma 
46 .. 2DA> 
14.7 .,9.1 

100 .. 0''' 
PGandE's reasons tor requesting exemption !ro~ the 

eompetitive bidding requirements as set !orth in the application 
are as follows: 

n (1) ':Che continued. 'Wlcertainty ill the financial markets 
makes it desirable to have the maximum flexibility 
provided by a, negotiated offering to take ad.vantage 
of short-term Changes in the interest rate and market 
conditions and, if necessary, to adjust the ter.ms o£ 
the proposed issue, including the pri::l.cipal 8l:low:.t, 
maturi~ date(s) and redemption provisions in response 
to the re~irements or the market at the time o~ the 
o:f::f:erillg. The tle:d.bility 01: timing ane. terms ar!ordec. 
by a negotiated 'lmderwritiIlg will increase the likelihood 
o! successfully selling the Bonds. 

11 Authorized by Decision No. 90872 of October 10, 1979 in 
A~plieation No.· 59010. 
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(2) ColllJ)etitive bidding divides the shriDlting investment 
banking community into several competing selling 
efforts. In a negotiated oftering, the entire 
investment bankjng eommu:ity is available to be fo=med 
into a selling syndicate ~~th those firms best able 
to market the securities. In competitive bidding, 
firms with relatively good underwriting and ma:ket~g 
abilities might well be members of an unsuccess!Ul 
group. Thus their sales strength. is lost. 

(,) The current unstable condition of the bond market makes 
essential preo!!ering marketing efforts by the prospective 
underwriters. Investment bankers associated with the 
negotiating group in a negotiated underwriting are in a 
position to engage in such efforts, but members of a 
bidding grou:.oa::e not. Such efrorts, together with the 
greater nexibility in timing and terms, can result in a 
lower cost or money through a negotiated underwriting 
than would be obtained ir the errerillg were made by means 
or competitive bidding.~ 

Although a negotiated sale may allow more flexibility in 

marketing the proposed bonds and facilitate the sale with less cost 
to PGandE, a negotiated sale is not always necessarily in the public 
interest. This decision is not intended to modi~ the competitive 
bidding rule as initially set out in Decision No. ;8614 (46 Cal.R.R.Com. 
281 (1946)), and as amended by the Commission in subsequent decisions 
in Case No. 4761. 

The Reve~e Requirements Division has reviewed the 
application and concludes that the proposed b¢nd sale is necessary to 
reimburse the treasury tor capital expenditures and to refund short-term 
notes issued tor temporary financing of CO:lSt::-u.ction. The Division, 
however, reserves the right ~o reconsider the reasonableness of 
construction expenditures in future rate proceedings. 
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Findings and Conclusions 

1. PGand:e is a California corporation operating under , 
the juriSdiction o~ this Commission. 

2. The proposed bond issue is tor proper pu.~o$es_ 
:;. The proposed restricted redemption prOvision is reasonable. 
4. PGand:£ has need for external funds tor the purposes set 

forth in the application. 
5. The money ~ property or labor to be procured or paid :t:or by 

the issue of the bonds herein authorized is reasonably required for 
the purposes S?ecified herein~ which purposes~ except as othe~~se 
authorized for accrued interest~ are not~ in whole or in pa--t~ 
reasonably chargeable to operating expenses or to income. 

6. The sale o:f the proposed 'bonds should not be required to 00 
through competitive bidding. 

7. There is no known opposition to PG~dE's application and no 
reason to de1~ granting the authority requested. 

8. A public hearing is not necessa-~. 
9. On the basis of the foregoing :findings we conclude that the 

application should be granted. 
The action taken herein is tor the purposes or this 

proceeding only and is not to be construed as indicative of amounts 
to be included in prcceedings tor the determination or just and 
reasonable rates. 

ORDER _ ....... --. ..... 
IT IS OBIlEeED tb.a. t: 

1. The sale by Paei:t:ic Gas and Electric Compa:oy of not exceeding 
$250 .. 000,000 aggregate principal a:mO'lmt or its First a:c.d Re1"wlding 
Mortgage Bond.s, Series BOA., is hereby exempted from the Commission f s 
competitive bidding rule 3et rorth in Decision No. 38614~ dated 
J81lua:r::r 15~ 1946 .. as ame:c.ded~ in Case No. 4761. 
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2. Pacific Gas and Electric Comp~ may issue and sell not 
exceeding 5250,000., 000 aggregate principal alIlount o! . its First 
and Re1'wldillg Mortgage Bonds, Series SOA, to a group of Wlderwrite::s 
at such price and othe~~se such terms and conditions to be negotiatee 
in accordance with the application. 

3. Pacific Gas and Electric Company shall use the net proceeds 
from the sale of said bonds for the purposes referred to in the 
a~plication. 

4.. Upon dete:rm.niDg the lD,a:turi ty date, price and interest rate 
pertaining to the bonds herein authorized, Pacific Gas and Electric 
Company_shall Doti!y the Com:ission thereo! in ~iti:c.g .. 

5. As soon as available., Pacific Gas a:ld Electric Compa::lY shall 
file with the Com:ission three copies of its final prospectus 
pertaSDing to said bonds. 

6.. Pacific Gas ~d Electric Comp~ shall file with the 
C01"lm'; ssion a report, or reports., as required by General Order No.. 24-:8, 

which order, insofar as applicable, is hereby made a part of this 
order. 

7. This order shall become effective when Pacific Gas aDd 
Electric Company has paid the fee prescribed by Section 1904('b) of 
the Public 'O'tilit,ies Code, which fee is $131,000. 

Califor:lia .. 
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