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Decision _82 __ 0_9_014 SE? 8 -1982' 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of SAN DIEGO GAS & ) 
ELECTRIC COMPANY 1:0, issue and ) 
sell not more than 2,000,000 ) 
shares of its Common Stock. $5 ) 
par value, under and pursuant ) 
to Applicant's TRESOP Plan. ) 
-----------------------------) 

OPINION ............ ---_ ...... 

Application 82-07-50 
(Filed July 26, 1982) 

San Diego Gas & Electric Company (SDG&E) seeks authority, 
under Public Utilities (PU) Code Section 817, to issue and sell up 

to 2,000,000 shares of its Common Stock, $5 par value, by transfer-

ring the shares to its Tax Reduction Employee Stock OWnership Plan 
(TRESOP), a ~ualifiecl employee benefit' plan. 

Notice of the filing of the application appeared on the 
Commission' s Daily Calendar of July 29, 198'2. No protests have 
been receivecl. 

SDG&E, a California corporation, engages principally in 
the business of provicling electric service in portions of Orange 
and Imperial Counties and electric, gas, and steam service in 

portions of San Diego County. 
SDG&E reports in its Supplemental Data provided the 

Commission tha: for the 12 months ended May 31, 19~2, it generated 

total operating revenue of $1,279,565,000 and net income of 
$134,509,000. 
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SDG&E'$ Balance Sheet as of May 31, 1982 attached to the 
application as part of Exhibit C is summarized as follows: 

Asse1:s 

Net Ut11i1:Y Plant 
Other Property and Investments 
Current and Accrued Assets 
Deferred Debits 

Iotal 

Liabilities and EguiEY 
Common Equity 
Preferred/Preference Stock 
Long-Term Debt 
Current and Accrued Liabilities 
Reserves and Deferred Credits 

Total 

Amount 

$1,871,147,688 
36,621 ,950, 

288,236,121 
45..;,246,29> 

$2,241,252,054 

$ 733-,889,955 
271,000,000 
728,237,035 
408·,997,967 

. 99 z 127 ,097 

$2,,241,,252,054 

In this application, SDG&E proposes to issue and sell 

up to 2,000,,000 shares of its Common S1:ock, $5 par value,. by 
transferring them to its TRESOP where they will be sold to 

employees under the plan. 
SDG&E's TRESO? was established under the Internal Revenue 

(IR) Code of 1954, as amended, Sections 401 (a) and 409A. SDG&E 
created this special type of qualified employee benefit plan to 

promote in its employees an interest in the successful operation of 
SDG&E's business on the assumption this interest will be reflected 

in increased efficiency in the employe~st work. Under the TRESOP, 

SDG&E will be permitted under federal tax statutes and regulations 

-2-

.' .. " : ' 



A.82-07-50 RR/KLH/TCG(WPSC 

to take additional amounts of investment tax credit (ITC) on its 
federal income tax return, provided that the amount equal to tbe 

tax credit is contributed to' the TRESOP. 

SDG&E's TRESOP was adopted and originally made effective 
on January 1, 1 977 and has been amended 'tWice. The second 

amendment, comprising a restatement of the TRESOP, was adopted by 

SDG&E on July 19, 1982 and was made effective as of January 1, 

1981. The restated TRESO? is attached to the applicati~n as 

Exhibit F. Although the TRESO? has been in existence for several 

years, no contributions to the TRESO? have been made by SDG&E 
because its financial condition and tax status did not allow it to 

use the tax credits that would ordinarily result from contributions 

to the TRESO? 
Under the TRESOP, SDG&E may contribute to the plan an 

amount equal to an additional 1% of IIC allowed to corporations 

under the federal tax law. As a result of that contribution, 
SDG&E's federal income tax liability would be reduced by an 

identical amount. The 'l"RESOP also allows SDG&E to contribute a1,~ 
- " 

addi tional amount equal to as much as 1/27. of 1 ts ITe to the TRESOP, 
if that amount is matched by empioyee contributions. The t% ITC is 

generally allocated among SDG&E's employees according to each 

employee's compensation (up to a limit of $100,000). The additional 
1/2% IIC is allocated among those employees who elect to match 

SDG&E's contribution on an equal basis. 
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SDG&E's contribu~ions to ~he IRESOP will be made in an 

amount of common stock equal to i~s IIC. !he right to the s~ock 

is vested immediately ~th the employee upon allocation to ~e 

employees' accounts under the TRESOP, but the stock is not 
distributed to employees until death, disability, retirement, or 

termination of employmen~. Upon election, employees may receive 

distributions of shares of stock after a holding period of 84 mon~s 
from the time the s~ock has been alloca~ed to the employees' 

accounts. 

All contributions from SDG&E and from its participating 
employees will be made to a txustee under the TRESOP in accordance 

with the provisions of the 'IRESOP and the Trust Agreement. A trust 

agreement, substantially in the form of the agreemen~ to be executed 

with the Trustee, is attached to the application as Exhibit G. 

SDG&E estimates tha~ 2,000,000 shares of stock would be sufficient 

to meet the requirements of the TRESOP for a period of about four 

years. 

SDG&E has received a determination letter from the 

Internal Revenue Service (IRS) to the effect that the TRESO?, as 

amended by the first amendment, is a qualified plan under the IR 

Code. SDG&E intends to submit the TRESOP to the IRS for a 

determination that the !RESOP, as amended by the second amendment, 
remain~ a qualified plan under the IR Code. 
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SDG&E's capital ratios reported as of May 31, 1982 are 

sho'NIl below as recorded and adjusted to give pro forma eftect to 

the transactions that follow: 

Hay 31, 1-982 

42.0% 
15.6 
42.4 

Pro Forma 
Long-Term Debt 
Preferred/Preference Stock 
Common Equity 

Total 100.0% 

45.7% ." 
14.1 
40.2 

100.0% 
,. The proposed issuanee and sale of up to 

2,000,000 shares of SDG&E's Common Stock, 
$5 par value, a~ the assumed price of $15 
per share, estimated to· produce net 
proceeds of $30,000,000 over the next four 
years; 

2. The issuance of $200,000,000 aggregate 
principal amount of First Mortgage Bonds 
(Bonds) (Decision (D.) 93733 dated 
November 13, 1981 in Application 
(A.) 60933); 

3. The issuance of $1,000,000 aggregate 
principal amount of Promissory Notes 
(D.82-06-057 dated June 15, 1982 in 
A.82-04-13); 

4. The issuanee of up to $15,000,000 of 
Cumulative Preferenee Stock, without 
par value (D.93733 dated November 13, 
1981, as amended by D.93780 dated 
December 1, 1981 in A.60933); 

5. The issuance and sale of 4,000,000 
shares of Common StOCk, $5 par value, 
estimated to produce net proceeds of 
$53,125,000 (D.93733 dated November 13, 
1981, as amended by D.93780 dated 
December 1, 1981 in A.60933); and 
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6. 'I'he retirement of $400,000 principal 
amount of Bonds, Series 5-1/2%, in 
September, 1982 (D.93270 dated July 7, 
198·1 in A.60554). 

Use of the P-roceeds 
, 

SDG&E proposes to use the estimated net proceeds of 
$30,000,000 from the proposed sale of its common stock under the 

TRESOP to reimburse its treasury for capital expenditures, the 

unreimbursed portion amounting to $28~' ,368,886 as of May 31, 1982, 

shown attached to the application as Exhib>it E. 
SDG&E's construction budget for calendar year 1982 

amounted to $315,409,000 of which $104,029.000 has been spent 

as of May 31, 1982. A detailed classification of the budgeted 

construction for 1982 and 1983- as of July 13, 1982' is as. follows: 

Purpose 

Electric Production 
Electric Transmission 
Eleetric Distribution 
Gas and Steam Production, 

Transmission, and· 
Distribution 

Common Plant 

Total 

1982 -
$132,78·3,000 

66,433,000 
85,501.,000 

24 .. 790,000 
5,902,000' 

$315,409,000 
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The Commission's Revenue Requirements Division ~ 

reviewed SDG&E's construction program and has concluded that the 
utility's estimated construction program is necessary. !he 

Division has no objection to the proposed stock issue specified in 

the application but rese=ves the right to reconsider .the reason-
ableness of any specific construction expenditure in future rate 

proceedings. 
!he Commission's Revenue Requirements Division has 

analyzed SDG&E's cash requirements forecast for 1982 and 1983 

provided the Commission in Supplemental Data and has concluded ~t 
4It internally generated funds will provide about 33% of the capital 

expenditures for 1982 and about 30% of the capital expenditures for 

1983. !he Division has concluded that the proposed issuance of 
common stock is necessary to belp SDG&E meet its forecasted cash 

requirements. 

Findings of Fact 
1 • SDG&E, a california corporation, operates as & public 

utility under the jurisdiction of this Commission. 

2. SDG&E has need for external funds for the purpose set 
forth in the applieation. 

3. '!'he proposed issuance of up to 2,000,000 shares of 

SDG&E's Common Stock, $5 par value, would be for a proper 

purpose. 
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4. SDG&E's TRESOP would not be adverse to' the public 

interest. 

5. The money, property, or labor to be procured or paid for 

by the proposed common stock is reasonably required for the purpose 

specified in the application. 

6. Ihere is no known oppo,sition to the application and 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 for~ 

in the order which follows. 

The propo'sed security issue is for a lawful purpose, and 

the money, property, or labor to be obtained by it is required for 
this purpose. Proeeeds from the seeurity issues may not be 

charged to operating expenses or income. 

The number of shares outstanding, the total par value of 

the shares, and 'Che dividends paid do no'C detexmine allowable 

re'Curn on plan'C investment. This authorization is not a finding of 

the value of SDG&E's stock or property, nor does it indicate the 
I 

amounts to be included in rate setting proceedings. 

The foll~wing order should be effective on the date of 

signature and payment of the fee set by PU Code Section 1904. 1 to 

enable SDG&E to proceed with its financing~ expeditiously_ 
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ORDER 
~~-- ..... 

IT IS ORDERED t:hat:: 
1. San Diego Gas & Electric Company (SDG&E), on or after the 

effective date of this order. may issue and sell up' to 2,000,000 
shares of its Common Stock, $5 par value, in accordance with its 

Tax Reduction Employee Stock Ownership Plan (TRESOP) and associated 

Trust: Agreement: attached as Exhibits F and G, respectively, to the 

application. 
2. SDG&E shall apply the net proceeds from the sale of 

common stock to the purpose set: forth in t:he application. 
S. On or before the 25th day of the month following each 

quarter in which a portion of common stock is issued. SDG&E shall 
file ~th the Commission a summary sho~ing the total number of 
shares issued, the gross proceeds received, and the expenses 

incurred in connection wit:h t:he issue and sale of the common stock. 

These filings shall be in lieu of reports required by General Order 

Series 24. 
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4. !he authority granted by this order to issue common stock 

will become effective when SDG&E pays $21,000, the fee set by PU 

Code Section 1904.1. 
Dated SEP 81982 • at San Francisco, California. 

----------~-------

.~~ 

JOHN E. BRYSON '. 
Pr~ci~nt 

RICHARD- D. eRA VELLE 
LEONARD M ClUMES. JR. 
v~CTOR CtJ.NO 
PRISO..LLA C.' CREW 

ComttJ.issioners 

PU81.IC UTII.ITIES COMf{,ISSION 
STATIZ O~ eAL.II:·O~NII\ 

I C~!T.FY TK\! TRIS DECISION 
,,"7AS A??R.OV~ BY j~g:z AiXNE 
CC~-1!=::;:O:,;'lE:'...s 'TCD.l.~Y .. 

. ,," • ~,.' '." . ~. ',I' 

sepb:'E .. :S~~"~t=, ~~::~::"~ Doi ,;' or 
, ",.-,/~-." - '.,:-' 
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