
.,. 

, ' 

.. Decision 92-04-046 AprIl 22, 1992 

BEFORE THE PUBLIC UTiLITIES COMMISSION 

In th~ Matter of the Application of ) 
SAn OIEGO CAs & ELgCTRIC COMPANY to ) 
issue 60,629,235 shares of. its J) 
Common Stock to the holders of its 
outstanding shares of Common Stock 
on a shar~-for-sh.re basis. ) 
(U 902-M ) J 

QPINION 

Summary 6f Decision 
This decision qrants San Dleqo Gas & Electric Company 

(SOO&E) the authority requested in Application (A.) 92-02-044 
(Application) to issue 6(),6i9,i35 shares of its Common Stock 
(Stock) on a share-lor-share basis for the purpose of enacting a 
2-for-l Stock split. 

SIlG&E requests authority, under Public utilities (pU) 

code ~S a16-S1Q, to. 

1. Issue ~6,249/0~a sh~res ot Stobk tor 
outstandinqshares of stock as of 
December 31, 1991J 

2. Issue i90,614 addition.al shares of stock' for 
authorized but unissued shares under the 
Common stock Investment plan; 

3. Issue 2,500,000 Additional shares of Stock for 
shares of Stock under the Common StocK 
Investment plan which are pending CommissIon 
authorization In A.91-11-064, . . 

4. Issue 490,395 additional sha~es of Stock for 
authorized but unissued shares under the 
Employee savinqs plan1 and 

5. Issue 1,200,188 additional shares of. stOck for 
authorized but unissued shares under the Long
Term Incentive plan. 
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A.92-02-044 CAc6/~os 

Notice of thefllin{jof ;~th~' Application apPQared on the " 
Commission's Daily Calendar of March 5, 1992. NO protests hAVe 
been received. 

Background 
SDG&E, a callfor-rUa corporation, operates as' a. publlc 

utility under tha jurisdictlortol this 'Commission. SDG&Eis 
pd.marily engAged in the business of providing electric service in 
portions of Orange county and electric, gas and steAm service in 
portions of san Diego county. 

For the twelve months eridinq December 31; 1991, SDG&E 
reports in Exhibit B of the ApPlication that it generated total 
Operating revenues of $I,695,715,271.And net income of 
$208,059,166. 

Also submitt~d as part. of the Application, Exhibit 8, 
SoG&E's Balance Sheet as o~ December 31, 1991, is sununarized as 
foilowsa 

Assets 

Net Utility Plant . .. 
Other property And Investments 
Current and Accrued Assets 
Deferred Charges 

Total 

Liabilities and Equity 

Common Equity. ' 
Preferred/prefe~ence Stock 
LOng-Term Debt . . 
Other Long-Term Liabilities 
Current and Acorued Liabilities 
Deferred Credits . 

Total 

- :2 -

Amount 

$3,031,799,481' 
~4$,4~9,SI0 
337,153;623 
13),613,335 

$3,747,986,249 

$I,357,677,a22 
142,493,QQO' 

1,113,967,555 
120,443,032 
542,637,361 .' 
470,867,479 

$3,747,986,249 



A.92-02-044 CACO/SOS 

As of December 31, 1991, 8oo&&'s construction 
expenditures unreimbursed from the sale of securities AmOunted to 
approximately $841,491,969 8S shown in Exhibit 0 of the 
Application. 

proposed Common Stock ISBUe 
SDG&E propOses to issue and deliver not exceeding 

60,629,235 shares of its Common Stock, as an exchange of 
securities, pursuant to the Commission's Rules 6f Practice and 
Procedure Rule 33(c)(6). SDG&E alleges that the proposed Stock 
split will broaden the market for SDG&&'s Stock, result in an 
increased number of shareholders, and result in greater liquidity 
for the shareholders of SDG&E. 

On February 24, 1992, SDG&E's Board of Directors 
Authorized, subject to approval of its stockholders, an amendment 
to its Articles of Incorpo~ation to increase from 170 million to 
255 million the number of shares of Stock SDG&E is authorized to 
issue And to spilt the outstAnding shares of Stock on a two-for-one 
basis. SDG&E's stockholders will vote on the amendment to SDG&E's 
Restated Articles of Incorporation and the 2-for-1 stock split at 
SDG&E's regularly scheduled Sharehold$rs' Meeting to be held in San 
Diego, california at 11100 a.m. on April 28, 1992. 

As of December 31, 1991, SDG&E had stock shares issued, 
authorized but unissued, and pending Commission authorization, as 
shown in Table I, below. Table I also tabulates the 60,629,235 _ 
additional shares of Stock for which SDG&E requests Commission 
authorization. 56,248,038 additional shares for outstandinqshares 
as of December 31, 1991; 190,614 additional shares for authorized 
but unissued sh4res under the Corr~on Stock Investment planl 
2,500,000 additional shares for shares under the Common Stock 
Investment plan which are pending commission authorization 

- 3 -



i .... · ' .. 

"<'"- .',. 

.-

• 

A.92-02-044 . CACO/SOS 

(A. 91-11.-0(4) 1, 490, 39S Addrtlonaf~share8-for authotized but 
unissued shares under the Employee.Savings Plan, and 1~200,188 
additional shares for authorized but unissued shares under the 
Long-Term Incentive Plan. As 6£ the date of this decision, some of 
the shares that were authorized but unissued as of 
December 31, 1991, have been issued. 

TABLE I 

CommOn stock as of December 31, 1991 

Total shares Issued 

shares Authorized but Unissued. 
Common StOck Investment Plan 

. Employee savings Fla.-n ... 
LOng-Term lncentive plan 

sub-Total Authorized 
But Unissued 

Total Shares Authorized 

Shares pending Authorization 
(A.91-11-064 Common Stock 
Investment plan) 

Total share9 Authorized 
and Requested 

Number 6f Shares 

Additional 
for 2-for-1 

Existing Stock Sp:l1t 

56,248,038 56,248,039 

190,614 190, ~14 
490,395 490,395 

1,200;188 1. 200. i9a 

1,861,127 I t e91,197 

S8,129,~35 58,129,235 

2,500.000 2,500.000 

60,629,235 60,629,235 

1 Decision (D.) 92-03-095,da.ted March 31, 1992, authorized SDG&E 
to issue 2,500,000 additional shares of Common Stock under its 
Common Stock Investment Plan. 
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CACO/SOS 

-'~ap{t.al Rat.ios , . 
SDG~E'8 capital ratios reported as of December 31, 1991, 

are shown below as recorded and adjusted to give pro forma effect 
to t.he transactions that follow. 

; , 

pro Forma 

Long-Term Debt 
Short-Term Debt 

December 31. 1991 

45.0\ 
1.8 

45.6\ 
1.5 

Total Debt 

preferred/preference Stock 
Common Equity 

46.8 

5.0 
48.2 

47.1, . 

6.6 
, 46.3 

Total 100.0\ 100.0\ 

1. Th~proposed issuance and sale of up to 
$425,000,000 aggregate principal amount of 
long-term debt. ,Up to $300,()00100~ of this, 
amOUnt. will be used for the ref nancinq of 
outstanding ~ong-term debt, leavinq a balance 
of $125,000,000 in new issues (0.92-03-049 " 
dated March II, 1992, in A.91-10-(68) • 

2. The issuance and sale of up ~o $85,600,000 , 
aggregate principal amount of long~term debt, 
authorized but unissued (0.92-01-002 dated 
January 2, 1992, in A:S9-11-016). 

4. 

The proposed issuance and sale of up to 
$100,000,000 of preferred and/or preferance. 
stock. Up to $25,000,000 of this amount will 
be used for the refinancing of outstanding , 
preferred/preference stock, leaving a: 
balance of $75,000,000 in new issues (A.92-01-
070 filed January 31, 1992). 

The proposed issuance and saleol up to 
5,000,000 additional shares (2,500,000 before 
stock split) of SDG&E's Stock, without par 
value, under its amended Common StOck 
Investment plan; At the assumed price ot 
$21.75 per share ($43.50 before Stock split), 
estimated to produce net proceeds of 
$108,750,000 (0.92-03-095 dated 
March 31, 1992, in A.91-11-064). 
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A.9~-02-044 .. c"co/sos· 

5. The i~~uance ~nd $al& 01 upto3a1i~2a $har~ •. 
(190,614 before Stock spU.t) of SDG&E'S Stock,: 
with6ut.parva~ue, authorized but unis~~ed 
under SDG&E'8 common Stock InVestment plan 
estimated to produce net proceeds of .. 
$8/2~lt709 at the assumed price 6f $21.75 per 
share ($43.50 before stock split) (0.83·05-00g 
dated Hay 4, 1983, in A.83-03-37). 

6. The Issuance of up to 2,400,376 shares 
(lt200,188 before stock split) of SDG&E's 
stock, without par value, Authorized but 
unissued under SoG&E1s 1986 LOng-Term 
Incentive ~lan estimated to produce net . 
prOceeds of $660001~40 at the price oi.$2.s0 
per share ($5. 0 before.stock split) (0.86-08-
046 dated August 29, 1986, in A.86-07-005). 

7. Th~ issuance and sale oiup to 990,'90 shares 
(490,395 before StOck split) of SDG&E's Stock, 
wIthout par value, authorized but unissued 
under SDG&E's Employee Savings plan ~stimated 
to produce net pro~eeds of $21,332,183 at the 
as~umed pric~ of $21.?5per.share ($43,50 
before Stock split) (Q.92~OS dated 
Karch 12, 1981, in A.60228). 

SDG&E is placed on notice, by this decision, that the 
Commission does not find that its capital ratios or the inclusion 
of short-term debt in its capital structure are necessary or 
reasonable for ratemakinq purposes •. These are issues which are 
normally tested in general rate cases or cost ol capitAl 

. proceedirtg8. 
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Co·nstructi6il Budgets 
SDG&E/s estimated c6nstructiort budgets fot calendar years 

1992, 1993, and 1994 amount to approximately $1,201 / 000,000. Major 
clAssificAtions of the total budgeted construction are summatized 
as tollows. 

COmponents 

Electric production 
Electrio Transmission 
Electric Distribution 
Gas 
Steam 
Common 

Total 

Lesst Allowance for Funds 
Used During Construction 

Funds Used/Required for _ 
Construction Expenditures 

1992 _ 1993 1994 . 
(MilliOns 6f Dollars) 

$ 73.9 $121.4 $158.2 
19.4 - 26.4 3Sf~ 

172,7 184.5 191.2 
50.8 57.1 6$.0 
-0- -0- -0-
30.8 25.7 24.6 

$347.6 $415.1 

12.$ 14.0 

$338.4 $402.6 $460.2 

SDG&E is placed on notice, by this decisiori, that the _ 
Commission does not find that SDG&E's construction budgets are,-
necessary or reasonable fOr ratemaklng purposes. These are issues 

. normally tested in general rate cases or rate base offset 
proceedings. 
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A.92-02-044 "CACO/SOS 

• Cash RequirementiJ Forecasts 

• 

SDG&E's cash requirements forecasts for the years 1992, 
1993 and 1994 are shown as fOllows. 

ComponEmts 1992 1993 1994 
(Millions of DOllars) 

Cash Needed for Construction 
Expenditures $339.4 $402.6 $460.2 Bond Maturities and 
Redemptions 0.4 0.6 9.8 preferred/preference 

3.0 4.8 3.3 Stock Retirements 
Short-Term Debt outstanding 

JJd~ 66.0 106.7 at Beginning 6f Year 

Subtotals $374.8 $474.0 $580.0 
Lesst Estimated Internal 

cash Generation 149·a 126.7 209.6 
Additional Funds Required 

$277.3 from External Sources $226.0 $370.4 

The Commission Advisory and Compliance Division (CACO) 
has analyzed SoGSE's cash requirements forecast for 1~92, 1993 and 
1994. CACD has concluded "that inte~nalty generated funds will· 
provide about 39.7\ or $149.9 million of the capital requirements 
in 1992, 41.5\ or $196.7 million in 1993 arid 36.1% or $209.6 
million in 1994. 

General Order 24th) Modification 
SDG&E requests authorization to be relieved of the 

necessity of complying with the Commission's General Order (GO) 
24(b), which requires monthly reporting of receipts and 
disbursements from the sale of stocks, bonds and other 
indebtedness. In lieu of a monthly report or reports under this 
General Order, SDG&E proposes to file with the Commission within 
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CACO/SOS 

thirty days after amending its Restated Articles of IncorporatiOn 
to effect the stock split, a certified copy of such amendment •. 

. . 

CACD has reviewed SDG&E's request for an exemption from 
cOmplying with Go 24(b) reporting requirements and recOmmends that 
in lieu 6f filing GO 24(b) reports SDG&E should comply with the 
following. 

1. SDG&E should submit a report to CACD stAting 
the number of shares of Common stOck issued to 
shareholders for outstanding .shares 6£ COmmon 
Stock within 30 days of effecting its 2-for-1 
Stock split; . 

2. SDG&E should continue to comply with 0.92-03-
095 1 D~ 86-08-047, and 0.,92905 for reporting 
the sale and issuance of Authorized but ' 
unissued shares of Stock under its Common 
Stock Investment Plan, its tong-Term Incentive 
Planl and its Employee Savings planl and 

3. SoG&E shOUld flle with the Commission a 
certified copy of its amended Restated 
Articles of Incorporation within 30 days of 
amendment. 

CACD has reviewed the Application and has concluded that 
'the p~oposed Stock split is reasonable and that the authority 
requested should be granted. The Commission has considered CACD's 
recommendations and, finding them reasonable, will adopt them as 
stated above. 

Findings of Fact 
1. SDG&E, A california corporation, operates aa a public 

utility subject to the jurisdiction of this Commission. 
2. The proposed issuance of Stock would be for proper 

purposes. 
3. The money, property or labor to be procured, or paid 

for, by the prOpOsed Stock is reasonably required for the pu~poses 
specified in the Application • 
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4. The Commission does not by this decision detarmine' 
that SDG&E'S construction budget is nec9ssaryor reasonable for 
ratemaking purposes. These issues are nor'rnally tested in general 
rate or rate base offset proceedings. 

5. SDG&E is placed on notice by this decision that the 
commission does not find that SDG&E's capital ratios or the 
inclusion of short-term debt in its capital structure is necessary' 
or reasonable for ratemaking purposes. These are issues normally 
tested in generai rate or cost of capital proceedings. 

6. There is no known opposition and there is no reason 
to delay granting the authority requested. 

Conclusions of Law 
1. A public hearing is not necessary. 
2. The Application should be granted to the extent 'set ' 

forth in the Order which foll6ws4 
3. The proposed issuance of the stock is for lawful 

purposes and the money, property or labor to be obtained, or paid 
for, by the Stock is required for these purpOses. proceeds from 
the Stock may not be charged to operating expenses or incOme. 

4. in issuing our order we place SDG&E and its 
shareholders on notice that the number of shares outstanding, the 
total par or book value of these shares and the dividends paid do 
not determine the allowable return on plant investment. This 
authorization is not a finding of the value of SOO&E's stock or 
property, nor does it indicate the amounts to be included in rate 
setting procedures. 

5. No fee is due to the Commission on the stock 
authorized in this decision pursuant to PU Code S 1904.1. 

6. The following order should be effective on the date 
of signature to enable SDG&E to proceed expeditiously with the 
issuance of its Common stock on a share-for-share basis. 
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o R D E R 

iT IS ORDERED that. 
1. At any time on or After the effective date ot this 

order San Diego Gas & Electric company (SDG&E) mQy issue an 
. additional 60,629,235 shares of its Common stock (Stock), on a 
sha~e-f6r-Bh~re basis, for the sole purpOse of enacting A ~-lor-l 
Stock split. SDG&E is authorized tOI 

a. Issue 56,248,038 additional shares of 
stock for.outstanding shares as of 
December 31, 19911 

b. Issue 190,614 additional shares of Stock 
for Authorized but unissued shares under 
the CommOn stock Investment PIAnJ 

c. ISsue 2,500,000 additional shares of Stock 
fOr authorized but unissued shares und~r 
the Common Stock Investment pial'll -

d. Issue 490,395 additional shares of stock 
for authorized but unissued shares under 
the Employee Savings planl and 

e. Issue 1,200,188 additional shares ot stock 
for authorized but unissued shares Under 
the Long-Term Incentive plan. 

2. In lieu of filing reports required by General order 
24(b), SDG&E shalla 

a. 

b. 

File with the Commission a certified copy 
of its amended Restated Articles ot 
Incorporation within 30 days of 
ammendmEmt I 

submit a report to CACD stating the total 
number of shares of Stock issued to 
SDG&E's shareholders for outstanding 
shares of stock within 30 days of 
effecting its 2-for-l Stock splitl and 
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c. 

" -~ 

Continue,tc?'c9mply with Decision (J>.) 92-
0370~51~~.66~Oa~O~7,\andD.92605 lOr 
re~rt 09 the sale And iSBuance of . 
Authorized but unissued shares of st6ek 
under its Common stock Investm~nt plan, 
its Lonq;"TermIn,centive Plant and its 
Ernpl~¥ee Savings plan. ' 

3. The Application' isql.'anted as set forth above. 
The authority granted by'this6rder is effective tOday. 

Dated April 22 t '1992 ,at San Francisco, california. 
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DANIEL Wm. FESSLER 
President 

JOHN B. OHANIAN 
PATRICIA K. ECKERT 
NORMAN D. SHUMWAY 

Commission~rs 


