
LOUISE H. RENNE (CA Bar No. 36508) 
City Attorney 
L. Joanne Sakai (CA Bar No. 121040) 
Theresa Mueller (CA Bar No. 172681) 
D. Cameron Baker (CA Bar No. 154432 
Deputy City Attorneys 
City Hall, Room 234 
1 Dr. Carlton B. Goodlett Place 
San Francisco, California 94102-4682 
Telephone: (415) 554-4619 
Facsimile: (415) 554-4763 
E-Mail: CameronBaker@ci.sf.ca.us

[IS D\RJN\435055.1 6/11/01 (2:08 PM)]

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28

San Francisco's Request for Judicial Notice 
Opposition to Management Retention Program
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In re 

PACIFIC GAS AND ELECTRIC 
COMPANY, a California corporation, 

Debtor.  

Tax Id # 94-0742640

CASE NO. 01-30923 DM 

Chapter 11 

DATE: June 18, 2001 
TIME: 9:30 a.m.  
PLACE: 232 Pine St., 22nd Floor 

San Francisco, CA 
JUDGE: Honorable Dennis Montali

Irving Sulmeyer (CA Bar No. 22910) 
SULMEYER, KUPETZ, BAUMANN & ROTHMAN 
A Professional Corporation 
300 South Grand Avenue, 14th Floor 
Los Angeles, California 90071 
Telephone: (213) 626-2311 
Facsimile: (213) 629-4520 

Attorneys for creditor 
CITY AND COUNTY OF SAN FRANCISCO 

UNITED STATES BANKRUPTCY COURT 

NORTHERN DISTRICT OF CALIFORNIA, SAN FRANCISCO DIVISION
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SAN FRANCISCO'S REQUEST FOR JUDICIAL NOTICE IN SUPPORT OF 
OBJECTIONS TO DEBTOR'S MOTION FOR ORDER AUTHORIZING (1) 

CONTINUATION OF PREPETITION EMPLOYEE SEVERANCE AND 
DISPLACEMENT PROGRAMS, (2) ESTABLISHMENT OF MANAGEMENT 

RETENTION PROGRAM, AND (3) HONORING OF CERTAIN PREPETITION 
EMPLOYEE COMPENSATION
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1 TO THE HONORABLE DENNIS MONTALI, UNITED STATES BANKRUPTCY JUDGE, 

2 THE DEBTOR AND OTHER INTERESTED PARTIES: 

The City and County of San Francisco ("San Francisco") hereby request, pursuant 

4 
to Rule 201 of the Federal Rules of Evidence, as incorporated by Rule 9017 of the Federal Rules* 

of Bankruptcy Procedure, that this court take judicial notice of, without limitation, the following 

6 pleadings and documents which are from the Debtor's case.  

7 1. The Court's tentative ruling and order to meet and confer following hearing 
8 on emergency motion of Mid-Set Cogeneration Co., et al., filed Mayl6, 2001, and in particular 
9 pages 14 and 15, copies of which pages are attached hereto as Exhibit A.  

z 2. Attached hereto as Exhibit B and incorporated herein by reference is a true 

S11 
"and correct copy of the Debtor's voluntary petition.  

S8 12 3. Both documents are submitted in connection with the Debtor's allegation 
-•Z 13 
Wa . that it is solvent.  

> • 14 
< < 

W c 15 C• W Respectfully submitted, 
o U,,C 16 

c • i7 Louise H. Renne, 
.- L. Joanne Sakai, 

0) 18 Theresa Mueller, and 
D. Cameron Baker, 

19 

20 and 

21 

22 DATED: June 11, 2001 SULMEY TZ, BAUMANN & ROTHMAN 
A P essionalCorpo ation 23 Cria • 

24 

25 IrvJ g ulmeyer 
Attorneys for reditors City and County of 

26 Francisco 

27 

28 
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EXHIBIT A



• ) 
1 This is not just a technical issue. If PG&E's default to the 

2 QF's is close to $1 billion, as various counsel have claimed, then 

3 the interest alone will be very substantial. Consequential 

4 damages under state law could include not only damage to Mid-Set 

5 but also, if PG&E's non-payment under the PPAs forces Mid-Set to 

6 breach its own contracts with third parties, any damages from 

7 those breaches. See 1 Witkin, Sum. of Cal. Law, Contracts §§ 825 

8 (future profits), 842 (attorneys' fees, including fees incurred in 

9 bringing or defending action against third person), 848 

10 (consequential damages) (9th ed. & Supp. 2000).  

11 Third, if PG&E eventually rejects the PPAs, PG&E might 

12 nevertheless still have to pay 100% of any consequential damages 

13 and interest. The Bankruptcy Code treats rejection of executory 

14 contracts as a pre-petition breach. 11 U.S.C. § 502(g). In 

15 general, the effect is that-post-petition consequential damages 

16 are treated as unsecured, non-priority pre-petition claims. See 

17 Abercrombie v. Hayden Corp. (In re Abercrombie),'139 F.3d 755, 

.18 758-759 (9th Cir. 1998) (attorneys' fees incurred litigating post

19 petition bankruptcy issues treated as part of pre-petition 

20 .unsecured claim). If PG&E were insolvent.,- t-hose-.c-laims would .be.  

21 paid something less than their face value, without post-petition 

22 interest. 11 U.S.C. §§ 502(b) (2), 726(a) (5) and 

23 1129 (a) (7) (A) (ii) 

24 PG&E claims, however, that it is solvent. PG&E's counsel has 

25 made numerous representations to the court to the effect that PG&E 

26 intends this case to be conducted on a "business as usual" basis 

27 and that all creditors will be paid in full. In addition, the 

28 information that accompanied the voluntary petition, while not

-14-
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conclusive, leads the court to believe at this point that PG&E is 

solvent in a balance sheet sense. If PG&E is correct that it is 

solvent, pre-petition claims should receive payment in full with 

interest. 11 U.S.C. §§ 726(a) (5) and 1129(a) (7) (A) (ii). Indeed, 

this has led some courts to refuse to approve solvent debtors' 

motions to reject executory contracts, because the net effect 

would be worse for the bankruptcy estate than assuming the 

contracts. See Chi-Feng Huang, supra, 23 B.R. at 803 (if estate 

is solvent, rejection would "accomplish nothing for the general 

unsecured creditors" and "might only impose unwarranted 

administrative expenses or delay"); Bregman v. Meehan (In re 

Meehan), 59 B.R. 380 (E.D.N.Y. 1986) (bankruptcy court may decline 

to authorize rejection of contract in solvent estate because it 

will not benefit unsecured creditors).n1 

In other words, the longer PG&E takes to decide whether to 

11 Given the above analysis it might seem that it makes 
economic sense for PG&E to assume all its executory contracts.  
Moreover, it seems likely that PG&E will want to assume Mid-Set's 
PPAs, both because they appear to be below-market at present and 
because if PG&E rejects the PPAs it might be required by the 
Federal Power Act to enter into a new PPA with Mid-Set (possibly 

Sa~hi~gher rat~e). -see generally 16 U.S.': §-4.'d-a24k and.-1: 
C.F.R. § 292.303 and 292.304 (1982) (utilities' obligation'to 
purchase from QFs). See also American Paper Institute, Inc. v.  
American Elec. Power Service Corp., 461 U.S. 402 (1983) (upholding 
validity of rules). The court notes that a delay in assuming or 
rejecting an executory contract can be at least temporarily 
beneficial to debtors but might ultimately be detrimental to the 
bankruptcy estate. See R and 0 Elevator Co., Inc. v. Harmon, 93 
B.R. 667 (D. Minn. 1988) (debtor did not move to assume or reject 
executory contract with former president until plan confirmation, 
thereby benefitting from non-competition agreement without having 
to assume contract and pay cure, but president was therefore under 
no duty to mitigate damages). Nonetheless, the court recognizes 
that there may be many valid business reasons for PG&E to defer 
the decision whether to assume or reject its executory contracts, 
not least of which are shifting regulatory and economic 
circumstances.
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EXHIBIT B



ýF0 RM BI1 United States Bankruptcy Court Voluntary Petition 

Northern District of California 

Name or Debtor (if 'Vbdvidtu1I enter Last, Fint. Middle): 
Name of Joint Debtor (Spoi-XL1,*t First. Middle): 

F a i t a n l c r c C M O YA ll O the r N a m e u sed b y th eJ o n D e b to r -n th e la s t 6 Y 

(ichtde awiojd, mWdeý anw US& onmes): All Other Namesa 
used 

by the 
on 

Debtor inth 
'ae 6as 

6' yea 
md =A adU& O 

SOC. SoC/TarX I.D. No. (if more thAn Onectaeal) 
Sac. Sacffaxt ID No. (if more than one. stale All): 

Street Address of Debtor (NO- & Save%' City' State & Zip Code): SntAdeso on etr(o ue.CtSaeAZpCd) 

San Fraticisa CA 94120 

county Of Ilcaidence of of the 
County Of PFcsdeiict or of the 

prin~cipal place Of~utifen: San Francisco 
primcpa Moac of BiwinaS: 

Mailing Address of Debtor (if different from $0f *ddmlS): IMailing Addrcss of Joint Debtor (if diffinut froms sue address): 

San Fr-ancisco CA 94120 

Location of prioci*a MAcU Of Business Debto 

(if differew h6_ -- ~ ad&- oabov): 

Vtog (aok m Wpkiic =) Information Regarding the Debtor (Check the Applicable Boxes) 

EZDebto has bein 6omiiled or bas bad a =W--nie W-incpa place of bQ111142, rpncplm a DatfoISdcimedtlYrcdS 

of thiS Peiia or got a bouoga pan of web 190 days Om in may odwi Donier.  

0 Theme is a basrwkI4ly -ss conce¶wOS 6ebesi affilliate. 8aarul pwinae. or pwnýii edngat~D~~ 

Typ of Dehear (Check all boxes d-a apply) Cbapter or Seetcoa of Baakruptcy Code Uader Wbhic 

lndriiU~l(S 
D~ radm 

tý Petito Is FUled (Chack oac box) 

0 Swaoeka 
ap 0 Chapte0cblr C~ r 13 

P-'L Naa1) 
Cin=edwy3 B0k C3 a r' 0 Chpo 12 

oto,0 Set. 304 -C can lanoy w fwesP prcodin 

Natore of Debts (Chock one box) 
FULing Fee (Chock one box) 

o [3 mef~e~0 
8 0 Pat! Filing F- A-cb 

0 F-ling Fee wn be paid kO WuAlknefli (Appljeabit toin ouly) 

Cbhapte I1I Smal Raninea (Check all boxe that aply Mug gacsb sgioed application for the wents C006602-c =twfyn 

o) Debwo is a unull Wuin- 6ftodbld isll U.S.C. 114Istf 
cbri m~b to Ma fe excapt us MMaIbaftmm 

Dehi.OW 0aad wemi be comdard a 9-11 buujiz ada -R n 1006(h). Sot Officil Form Na. 3.  

Ii I jS.C.l 1112 (e) (OP600ml) 

StatistkayAdmlabW111 Isforma1doa (Eatimsznt Only) 
t fff - AT SB 

0Debw tifr " anmai fuands will beC ovaiwkl for disoibaton to np mand couditoNOTHRNDI.  

be no fund ts av il bl f tor 20 b u x in P~ in o a - ' wi d * tto=r0 01i. w W l C a s e # 0 1 -3 0 9 2 3 C h a p te r I1 I 

bct inoa htnds ito-ISOi forW d 
Filed: 09:04 AM , 04106/01 San Francisco 

Eaio~td Ntn*0 of C~oirI 0 0 0 0 0 Judge: Dennis Montlit 

Emwase AwtSTrustee: 

SO " oo S100.00o w tn~ 1 s dhn St d ~ 10 D ebtor(s) : 

0 0 0 0 00 ,Pacific Gas and Electric Co.  

Emmaw D" ooi S100.00 1 w L-40, ~is II.001 IA.sooot w &SOA "00 M w' First Meeting of Creditors 

$50.000 SIMi s5w( ii mnim s110 ý meo 
10:00 AM. May 08. 2001 

0 0 0 00000 
San Francisco UST Office 

250 Montgomfery Street 
Suite 1010 
San Francisco. CA 94104-34 10



1 declare une p--,u7 0a Ijr.Ym ... . ...  ition ts true and cornte and that I have been autaoize to fike this peutimo 
m behalf of the debtor.

Title of Autborizd Individual 

AeIIL o o 
Dowe

Signature of Now-Attorney Peatieoa Preparter

I declare uider penalty of peI•uy that the information provided in this 

petition is tnre and cOMrMct 
(1fptitioenoe .s an individual -hose debts are prim-ay - .debts and h 

chosen to file under chapte 711 -a aware thatlI may proceed under chapter 7.  

ll.12 or 13Oafbti I I United Staes CodcuA--. the - favaslahle under 

each such chapter. and ;coose to proceed under chapter 7. s C 

I request relief in accordance with the chapter of title II. United StaesCoe 

specified in this peutitin 

X Not Applcable 

Signature ofDebtor 

X Not Applicable 

Signatire of Joint Debtor 

Telephoe Number (if not represted by attorney) 

Date 

X i• atu of Attorney 

Printed Name of Attorney for Debtw($) / Bar No.  

Howard. Rice, Nemerovski et al.  
Fir. Name 

3 Embarcadero Center, 7th Floor 
Addres 

San Francisco, CA 94111 

415-434-1600 
Tekphone Number 

Date 

EzhbU* A 

(To be completed if debtor is requiand t fil periodicrdual 
(eIa ., forms I p0And 10Q) with th Securie maypced Exc ha ter 

comm7o1 or 3 oe puua m w Sctos 13or I5d) ofthe securitie 

Exclioef Act vf 1934 d ad is requeing elicf undee chapte 11) 
2• Exhibit A is attache and madeI Pan Of this pe~tition 

Exhibit B 
(To be compk~etd if debtoe is an individual 
whaose debu ar pimarily cosue debts) 

1, the gntc.'ny for the pitgitonr narned in the foregoing petitom declare that 

I have informed tbe penooiatm" * 1 or 'be] may PrOCeed under chapter 

7 S I.t 12, of 1 ttk c 1,Unitornedy Cd. ad ho Dvtzined the 
relief availabi ub he• 

S i g n a t r e o f A tI t o r n e y f o r D e• .t - 9 ) D l

04ith tihe chaqpter of t~ite 11, United

I cr.-.f tio I aum . bani..pcy Ipei- V-1--as• defmioe in I IU.S.C. I 110, 
tha I prepared this document for compenslatin. and that I have provide 
the deboo with a copy of this docum-L 

Not Applicable 

Printed Name of Bankruptcy Petition PfqMV 

Social Security Number 

AddiuS 

Names and Social Secunty numbert of all other individuals who prepared 

or assited in prp 5 ths document 

If more than one person prcpand this docimient. sach additioal shects 

conforminlg t the appropiate official form for each person.  

X Not Applicable 
Sia•ntre of Bankruptcy Petico Prepare, 

Date 

A bankruptcY petitim Preparer`s failure to comply with the provisions of 
tileT II and the Fede-[ Iules of EankTUP4CY Procedwre may result in fine 

or inp on lt or both II U.S.C. I 110; It U.S.C. I I 5C

Voluntary Petition Name o( Debtos): FORM Bt. Pq 2 

Tahi past xw, be comnpipid and fiWd m ey cme) Pacific Gas and Electric Company 

Prior Bankuptecy Cae Filed Within Last 6 Years (If more than one, attach additional sheet) 

Case Number. 
Date Fied: 

Where Filed: NONE 

Pending Bankruptcy Cast Filed by any Spouse, Partner or A7idliate of this Debtor (If more than one, attach additional setkw) 

Name of Debtor 
Case Number. i Date Filkd: 

NONE 

Dutict 
Relatonship: 

Judge: 

Signatures 
Signaturs) of Debtor(s) (IndlvlduaVJoilt) Signature of Debtor (Corporadon/Partaersklp) 

r . . ..6 t he f inf afior nmrtvided in this

,%



C'f.c|,al Forim 1) (997) 

FORM.1. VOLUNTARY PETITION - Pa•g Name Of (•ebt": Pa :3. and Electric Company

Case Number: 

NAME(S) OF ATTORNEY(S) DESKGNTEO TO REPRESENT DEBTOR

JAMES L. LOPES 

JEFFREY L. SCHAFFER 

JANET A. NEXON 

WILLIAM J. LAFFERTY

63678 
91404 

104747 

120814



FORM 81, Exh.A (9/97) 

(If debtor is required to file periodic reports (e.g.. forms 10K and 100) with the Securities and Exchange 

Commission pursuant to Section 13 or 15(d) of the Securities Exchange Act pf 1934 and is requesting relief 

under chapter 11 of th Code, this Exhibit 'A" shall be completed and attached to the petition.] 

UNITED STATE BANKRUPTCY COURT 

Northern District of California 

Pacific Gas and Electric Company Case No.  
In re____________________ 

Debtor Chapter Eleven 

Exhibit "A" to Voluntary Petition 

1. It any of the debtor's securities are registered under Section 12 of the Securities Exchange Act of 1934, 

the SEC file number is 1-2 348 

2. The following financial data is the latest available information and refers to the debtor's condition on 

September 30, 200(Q-' 

a Total assets $24,183,000,000 

a Total debts $18,400,000,000 

Approximate 
number of 
holders

c. Debt securities held by more than 500 holders.  

secured I / unsecured / / subordinated / 

secured I / unsecured / / subordinated / 

secured / / unsecured / / subordinated / 

secured / / unsecured / / subordinated / 

secured / / Unsecured / / subordinated / 

d. Number of shares of preferred stock 

e. Number of shares of common stock 

comments, if any-

/ 

I 

/ 

/ 

/

$ 3,032,501,000 

$ 5,951,603 9002 

S 

S 

$ 

17,258,280 

326,926,667

unavailable 

unavailable

unavailable 

2

3. Brief description of debtor's business: Electric and gas utility providing electric 

and gas services to Northern and Central Califnrnia.  

4. List the names of any person who directly or indirectly owns, controls, or holds, with power to vote, 5% 

or more of the voting securities of debtor. PG&E Corporation 

1Based on most recent publicly filqd financial statements. Will be 
amended upon issuance or updated financial statements. Does not inc 

debts incurred since September 30, 2000.  
2 Amniint. i nf lmniATrv 9 .)n


