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	Pursuant to Rule 47 of the California Public Utilities Commission’s (the “Commission”) rules of Practice and Procedure, Pacific Gas and Electric Company (“PG&E”) hereby petitions on an emergency basis for modification of Decision No. 00-12-064, dated December 21, 2000, which authorized PG&E, among other things, to issue an additional $2 billion in long-term debt to finance the large undercollection relating to the purchase of wholesale electricity for delivery to its retail customers.  As set forth in this Petition, because of the continuing wholesale energy crisis in the state of California, and the impact it is having on PG&E’s financial health and ability to obtain core gas supplies for customers in its service area, PG&E is filing this petition on an emergency basis to seek immediate permission to utilize its existing and future customer account receivables and customer accounts to finance and/or securitize its core gas purchases from gas suppliers.  


PG&E’s rapidly deteriorating financial condition has alarmed its core gas suppliers because they see the financial crisis as potentially impacting their ability to receive full payment for their sales of core gas.  Gas suppliers have demanded adequate financial assurances in the form of accelerated payments for their gas.  PG&E, however, does not have the cash necessary to accelerate payment to the gas suppliers ahead of the normal contract payment date.  Consequently, gas suppliers have sought to reduce their financial exposure for sales to PG&E by potentially cutting off current deliveries and refusing to contract for new supplies.  


As a result, PG&E, its core gas customers and its gas system face an unprecedented crisis because gas suppliers have started cutting off January deliveries of core gas to PG&E and are unwilling to contract with PG&E for any new supply arrangements.  PG&E has already lost over 25 percent of the January flowing core gas supplies, with the suspension of gas deliveries from J. Aron & Company, Western Gas Resources and Sempra Energy.  Two other suppliers, Duke Energy and Coastal Merchant Energy have indicated they may suspend deliveries soon, which would cut off another 11 percent of January’s flowing supplies.  In addition, other significant gas suppliers who provide approximately 34 percent of PG&E’s January flowing supply have stated their belief that they would be justified in terminating gas deliveries to PG&E at any time.  In total, approximately 71 percent of PG&E’s January flowing supply has either already been cut off, or is at clear risk of termination.�  Furthermore, PG&E has been unable to secure commitments needed to obtain flowing gas supplies adequate to serve core customers in February and beyond.  


PG&E has explored various alternatives which could alleviate the developing gas emergency, including requests to Governor Gray Davis and the U.S. Department of Energy, PG&E’s Application  01-01-024 to the Commission for an Immediate Finding of a Gas Supply Emergency and an Order Directing Southern California Gas Company to Provide Mutual Assistance, and alternative gas supply arrangements.  Recent discussions with gas suppliers indicate that if PG&E’s current and future customer accounts receivables can be used immediately to secure PG&E’s payment obligations for its gas purchases on an ongoing basis, gas suppliers representing a significant portion of PG&E’s flowing gas supplies would be willing to continue flowing gas and to enter into arrangements to provide future months’ core supplies.  For these discussions to produce tangible results in the very short time remaining before the gas system could go into diversions or partial collapse, however, PG&E needs the immediate ability to provide the gas suppliers with a security interest in PG&E’s existing and future customer account receivables.  Therefore, PG&E requests the Commission to provide the authority requested in this application forthwith, on an emergency basis.


I.  BACKGROUND AND AUTHORITY REQUESTED


	On December 29, 2000, PG&E filed a petition to modify D. 00-12-064 to permit the issuance of accounts receivable financing thereunder.  The authorization requested was limited to the same purposes as identified in D. 00-12-064, which did not extend to gas utility needs.  PG&E now requests the Commission to issue on an emergency basis, an order authorizing the use of existing and future customer account receivables as security and/or financing for core gas acquisition purposes.


	As a result of the extreme deterioration in PG&E’s financial health, gas suppliers have begun refusing to sell and deliver gas to PG&E.  In addition, PG&E has been drawing on its storage gas at an alarming rate to make up for reductions in flowing supplies.  This heavy reliance on storage has reduced available storage withdraws to levels where PG&E does not have sufficient storage going forward to cover deficiencies in flowing core supplies.  As a result, PG&E is fast approaching the point where it will be unable to meet the needs of its core gas customers in the coming days or weeks.  The immediate remedies currently available to PG&E, such as diverting gas from noncore customers including electric generators, would make the current electric crisis worse, and would provide only temporary relief.  





PG&E has Filed an Application for a Commission Order Directing Southern California Gas Company to Provide Mutual Assistance during the Crisis


	Due to the extreme gas crisis developing on its system, PG&E filed an emergency application on January 18, 2001, for Immediate Finding of a Gas Supply Emergency and an order directing Southern California Gas Company to Provide Mutual Assistance (A.01-01-024).  In the application and the accompanying declarations, PG&E set forth the details about the gas system emergency that now exists and provided information on 1) the gas suppliers that are ceasing to deliver gas under January contracts, 2) PG&E’s inability to obtain additional gas needed now or for future months, and 3) PG&E’s rapidly declining ability to withdraw storage gas.  As stated at page 5 of the application, “at expected withdrawal rates, absent a solution, PG&E expects that it is likely that it will be forced to make diversions of gas from noncore customers by no later than mid-February, even during periods of normal temperatures, and even if no additional suppliers terminate service.”  After Application 01-01-024 was filed, Sempra Energy (representing 12 percent of January flowing supplies) terminated its deliveries of core gas supplies to PG&E.  Application 01-01-024 filed January 18, 2001, further discusses the potential for loss of core supply to impair the operation of the gas system and cause significant, long term curtailments of gas service.  A copy Application 01-01-024 and its accompanying declarations are attached to this Application as Appendix A.





Department Of Energy Temporary Order Directing Gas Suppliers to Sell to PG&E Expires at Midnight, January 23, 2001


	On January 19, 2001, former President Clinton signed a memorandum finding that a natural gas supply emergency exists in the central and northern regions of California.  The memorandum also authorizes and directs the Secretary of Energy to use the authorities under the Natural Gas Policy Act of 1978 and the Defense Production Act of 1950 to ensure that gas is available for high-priority uses.  On the same day, the Secretary of Energy issued a temporary emergency order requiring certain natural gas suppliers to provide gas supplies to PG&E.  The temporary emergency natural gas purchase and sale order expires at 3 a.m. Eastern Time on January 24, 2001.  The memorandum and the order are attached to this Application as Appendix B. 





A Security Interest in Account Receivables for Gas Purchases May Enable PG&E to Contract for Needed Core Gas Supplies


	The Secretary of Energy’s January 19 order provides much needed temporary assistance, but it expires in a few days.  PG&E’s gas system and core customers still face a potentially catastrophic emergency soon.  PG&E continues to hunt for ways to keep core gas flowing to the customers in its service area.  Through discussions with several gas producers, PG&E believes that it can obtain gas to meet a substantial portion of its core customers’ needs if it can promptly give the gas producers a sufficient secured interest in PG&E’s customer account receivables.  Therefore, PG&E submits this Application for permission to use its existing and future customer account receivables and customer accounts to secure or finance its core gas purchases.


4.  Immediate Commission Action Is Needed Now


	Due to the emergency arising from the immediate danger to core gas supply and the gas system, PG&E requests that the Commission rule on this Petition at its special January 26, 2001 meeting and grant the request.  If the Petition cannot be added to the January 26, 2001 meeting, PG&E requests the Commission schedule a special meeting for the week of January 29, 2001 to act on PG&E’s request. 


II.  PROCEDURAL BACKGROUND


	In Application 00-10-029, filed October 18, 2000, PG&E sought permission, among other things, to issue $2 billion of additional long-term debt to finance continuing undercollections attributable to wholesale energy procurement costs and for general corporate purposes.  In D.00-12-064, the Commission granted in part and denied in part, the requested authority sought in A. 00-10-064.  The Commission authorized PG&E to issue an additional $2 billion in long-term debt for the purpose of financing the purchase of wholesale electricity for delivery to its retail customers, and the use of $370 million of the $2 billion for the purposes listed in PU Code section 817 (other than the purchase of PG&E stock), if PG&E does not need the $370 million to finance its Transition Balancing Account undercollection.


	On December 29, 2000, PG&E filed a petition to amended D. 00-12-064 to allow PG&E to issue $4 billion to finance the purchase of wholesale electricity for delivery to its retail customers, in addition to the $2 billion initially authorized by D. 00-12-064, to permit all types of debt used to finance PG&E’s wholesale energy procurement cost undercollections to be excluded from PG&E’s authorized capital structure, and to permit the issuance of accounts receivable financing thereunder.  PG&E also requested authorization under Public Utilities Code section 851 to mortgage and encumber the accounts receivable as part of the requested financing authority.  The Petition to Modify is before the Commission for decision at its January 26, 2001, decision conference.


III.  MODIFICATION SOUGHT


	Pursuant to Rule 47 of the Commission’s Rules of Practice and Procedure, PG&E seeks modification of D. 00-12-064 to permit PG&E to use existing and future customer gas and electric account receivables and customer accounts to provide a security interest, subject to PG&E’s Mortgage, for the purchase and acquisition of core gas supply, including storage injection gas for core.  


	Because providing a security interest in customer account receivables and customer accounts would be an encumbrance on PG&E’s properties, PG&E requests authorization under Public Utilities Code section 851 to encumber and dispose of this utility property.


IV.  REQUEST FOR WAIVERS


	Rule 47(f) o the Commission’s Rules of Practice and Procedure permits the assigned Administrative Law Judge to set a date for the filing of responses to a petition to modify other than the 30 day period specified in Rule 47(f).  PG&E requests that the Administrative Law Judge assigned this Petition waive (or, in the alternative, shorten to 2 calendar days) the 30 day period during which responses to this Petition must be filed and served.  This request is based on (1) the urgency and magnitude of the gas crisis developing in PG&E’s Northern and Central California service area, which is described in PG&E’s January 18, 2001 Emergency Application for an Immediate Finding of a Gas Supply Emergency and an Order Directing Southern California Gas Company to Provide Mutual Assistance and has been recognized by former President Clinton and the Secretary of Energy on January 19, 2001, and the need for PG&E to provide security as expeditiously as possible for the acquisition of core gas supply.


	Further, in the event this Petition is uncontested and the Commission grants the relief requested, PG&E requests, pursuant to Public Utilities Code section 311(g)(2) and Rule 77.7(g) of the Commission’s Rules of Practice and Procedure, that the Commission waive the 30 day period for public review and comment.


	In the event this Petition is contested or in the event the Petition is uncontested but the Commission does not grant the relief requested, PG&E requests pursuant to Rule 77.7(f) (9) and Rule 77.7(g) that the Commission reduce the 30 day public review and comment period to two business days from the date of the e-mail transmission of the draft decision.


	With respect to the latter situation, PG&E hereby stipulates pursuant to Public Utilities Code section 311(g)(2) and Rule 77.7(g) to the shortening of the 30 day public review and comment period.  With respect to the former situation, Rule 77.7(f)(9) permits the Commission, upon a determination of public necessity, to reduce or waive the 30 day public comment period.  Pending resolution of the energy crisis and the related financial Armageddon, it is a matter of public necessity that PG&E be given all necessary authority to provide financial assurances and/or security interests to continue to obtain core gas supplies for its gas system.  Allowing interested parties two business days to review and comment on a proposed decision in the matter of this Petition is adequate under the emergency conditions facing the gas system and core customers.


	Moreover, failure to shorten the 30 day public review and comment period could mean that the authorization requested in the Petition would not be forthcoming for several months.  PG&E does not have several months to avoid catastrophic conditions from materializing on its gas system.  


V.  CONCLUSION


	WHEREFORE, Pacific Gas and Electric Company respectfully requests that the Public Utility Commission of the State of California duly issue its order, on an expedited, emergency basis, modifying D. 00-12-064 to permit the use of PG&E’s existing and future gas and electric customer account receivables and customer accounts to secure and/or finance purchase of core gas supplies for its gas system, and to authorize PG&E under Section 851 to encumber the customer account 
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receivables and customer accounts for that purpose .  In all other respects, D. 00-12-064 is to remain in full force and effect.
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VERIFICATION








I, the undersigned, say:





	I am an officer of PACIFIC GAS AND ELECTRIC COMPANY, a corporation, and am authorized to make this verification for that reason.  I have read the foregoing Second Petition for Modification and I am informed and believe the matters therein are true and on that ground I allege that the matters stated therein are true.





	I declare under penalty of perjury that the foregoing is true and correct.





	Executed at San Francisco, California this 22nd day of January, 2001.











					_________________________________________________      


					KENT M. HARVEY


					Senior Vice President, Chief Financial Officer and Treasurer


� The figures in this paragraph do not reflect the effect of gas suppliers’ responses to the Secretary of Energy’s January 19, 2001 order, which requires suppliers to continue sales to PG&E until the order expires at midnight, January 23.  
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