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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Expedited Application of Pacific Gas and Electric Company (U 39 M) to (1) Issue, Sell and Deliver One or More Series of Its First and Refunding Mortgage Bonds, Debentures, Subordinated Deferrable Interest Debentures, Promissory Notes and/or Other Evidences of Indebtedness in Connection with Domestic or Euro-Market offerings, to Guarantee the Obligations of Others in Respect of the Issuance of Securities and to Arrange For Standby Letters of Credit as Performance Guarantees, the Total Aggregate Principal Amount of Such Issuances and Guarantees Not to Exceed $2 Billion; (2) Enter into One or More Interest Rate Caps, Collars and Swaps; (3) Issue Variable Rate Debt (Including Fixed Rate Debt Swapped to a Variable Rate) to Finance Balancing Account Undercollections; and (4) Obtain an Exemption from the Competitive Bidding Rule.  


Application 00-10-029

(Filed October 18, 2000)

ADMINISTRATIVE LAW JUDGE’S RULING REQUIRING PACIFIC GAS AND ELECTRIC COMPANY (PG&E) TO PROVIDE ADDITIONAL INFORMATION 

PG&E has filed one petition to modify Decision (D.) 00-12-064, and another petition to modify D.00-10-065.  In these two petitions, PG&E requests authority to issue $8 billion of additional debt to finance the undercollection in its Transition Revenue Account (TRA), including debt secured by a mortgage on PG&E’s assets (“secured debt”).  So that the Commission has an adequate record to decide these two petitions, this ruling requires PG&E to file by March 7, 2001, a supplement to its petitions that contains information that is responsive to the following questions:

1. What is the current size of PG&E’s TRA undercollection?  

2. How much debt has PG&E issued to finance its TRA undercollection?  Please break down the answer as follows:  

a. Total debt issued by PG&E to finance its TRA undercollection.

b. Debt issued pursuant to D.00-10-065.  

c. Debt issued pursuant to D.00-12-064.

d. Secured debt issued pursuant to D.00-12-064. 

e. Debt issued pursuant to other decisions, with each decision listed and the amount and kinds of debt issued pursuant to the decision. 

3. PG&E’s SEC Form 8-K, dated February 14, 2001, states that the California Department of Water Resources (DWR) has been purchasing power on behalf of PG&E’s customers since January 18, 2001.  

a. Is DWR currently supplying PG&E’s entire “net short”?  If not, what percentage of PG&E’s net short is DWR currently providing?  

b. How has DWR’s procurement of power for PG&E’s customers affected PG&E’s TRA undercollection?  

i. Since DWR has been procuring power for PG&E’s customers, has there been any period when PG&E’s rates exceeded PG&E’s costs to procure power?  If so, did this result in a reduction in PG&E’s TRA undercollection?  If not, please provide a detailed explanation.

ii. Is the TRA undercollection continuing to grow?  If so, please provide a detailed explanation.  

c. In light of DWR’s procurement of power for PG&E’s customers, does PG&E still need authority to issue $8 billion of additional debt to finance its TRA undercollection as requested in its two petitions? If so, please provide a detailed explanation.  

d. Does DWR’s procurement of power for PG&E’s customers reduce or eliminate PG&E’s need to issue secured debt to finance it TRA undercollection?  If not, please provide a detailed explanation.

4. Senate Bill (SB) 33, as currently drafted, would authorize the Governor to negotiate with electric utilities for the purpose of developing a plan for the State to purchase the electric utilities’ transmission facilities.  SB 33 would also require the Governor to submit the plan to the Legislature for any necessary implementing legislation, including authority for the State Treasurer to issue revenue bonds to finance the State’s purchase of transmission facilities.  

a.  How would PG&E’s issuance of secured debt to finance its TRA undercollection impact the ability of the Governor and PG&E to negotiate a plan for the State to purchase PG&E’s transmission facilities under SB 33?  

b.  What types of terms and conditions would have to be included in an agreement to sell PG&E’ transmission facilities to the State as a result of PG&E’s issuance of secured debt to finance its TRA undercollection? 

c.  If the State purchases PG&E’s transmission facilities, would the proceeds that PG&E receives from the sale of its transmission assets reduce or eliminate PG&E’s need to issue secured debt to finance its TRA undercollection?  Why or why not?  

5. News reports indicate that the Governor has reached an agreement in principal with Southern California Edison (Edison) with respect to the electricity crisis.  According to news reports, the agreement provides that Edison will obtain funds to pay off its TRA undercollection by (1) selling transmission assets to the State, and (2) issuing revenue bonds backed by the State. 

a.  If PG&E reaches an agreement with the Governor to pay off PG&E’s TRA undercollection by selling transmission assets and issuing State-backed revenue bonds, would it still be necessary for PG&E to issue secured debt to finance its TRA undercollection?  If so, please provide a detailed explanation.    

i. What would happen to any secured debt that PG&E may have issued previously to finance its TRA undercollection?  Would the secured debt be paid off with the proceeds from assets sales and State-backed revenue bonds?  Would/does the secured debt have a call provision?  

6. What is PG&E’s current financial condition?  

7. What are Fitch’s, Moody’s, and Standard & Poor’s current credit ratings for PG&E’s outstanding debt?  Please provide a copy of the most recent credit reports for PG&E issued by Fitch, Moody’s, and Standard & Poor’s.   

8. Is it possible that PG&E may have to file for bankruptcy?  If yes, please provide a detailed explanation.    

9. If PG&E has or will issue secured debt to finance its TRA undercollection, what would happen to the pledged assets in the event of default and/or bankruptcy?  

a. Would the pledged assets continue to be used in the provision of utility service?  If so, please provide a detailed explanation.    

b. If PG&E were forced to sell the pledged assets to pay off debt, or give up the assets under some type of foreclosure, would the new owners continue to use the assets to provide utility service?  If so, please provide a detailed explanation.

10. If PG&E issues secured debt to finance its TRA undercollection, could the security agreement be structured so that the pledged assets will continue to be used in the provision of public utility service in the event of default and/or bankruptcy?  

PG&E’s response to the above questions shall include a verification that complies with Rule 2.4.  The verification must be signed under penalty of perjury by an officer who is knowledgeable about the factual assertions in the response.  

IT IS RULED that:

1. 
Pacific Gas and Electric Company’s (PG&E) shall file at the Commission’s Docket Office a supplement to its petitions to modify Decision (D.) 00-12-064 and D.00-10-065 that contains information that is responsive the questions set forth in the body of this ruling.  

2.   PG&E’s supplement identified in the previous Ruling Paragraph must be filed by March 7, 2001, and include a verification that complies with Rule 2.4.  The verification must be signed under penalty of perjury by an officer who is knowledgeable about the factual assertions in the supplement.

Dated February 28, 2001, at San Francisco, California.



  /s/   TIMOTHY KENNEY



Timothy Kenney

Administrative Law Judge

CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of the original attached Administrative Law Judge’s Ruling Requiring Pacific Gas and Electric Company (PG&E) to Provide Additional Information on all parties of record in this proceeding or their attorneys of record.  In addition, service was also performed by electronic mail.

Dated February 28, 2001, at San Francisco, California.

  /s/   FANNIE SID

Fannie Sid

NOTICE

Parties should notify the Process Office, Public Utilities Commission, 505 Van Ness Avenue, Room 2000, San Francisco, CA  94102, of any change of address to insure that they continue to receive documents. You must indicate the proceeding number on the service list on which your name appears.
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