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Decision 83 01 011. /~AN 12 1:103 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE StATE OF CALIFORNIA 
Applica~ion of PACIFIC GAS AND ) 
ELECTRIC COMPANY ~o issue and sell ) 
no~ exceeding. (i) 1,000,000 shares) 
of $100 Firs~ Preferred S~oek, ) 
$·100 par value, or (ii) 4,000,000 ) 
shares of Firs~ Preferred S~ock, .) 
$25 par, valu.e. ) 

-------------------------------) 
o PIN ION .--. ..... __ .... _-

.' 

Applica~ion 82-11-06 
(Filed November 2, 1982) 

Pacific Gas and Electric Company (PG&E) requests 

authori1:Y,. under Public Utilities (PU) Code Sections 816 through 

818,. to issue and sell in one or more series not to exceed either .. 

, ,000,000 shares of $100 First Preferred Stock, $100 par value, or 

4,000,000 shares of First Preferred Stock, $25 par value, in a. 

public offering or a private placement. 
Summary of Decision 

!his decision grants PG&E the authority requ.ested in the 
application. 

Notice of the filing of the application appeared on the 

Commission's Daily Calendar of November 4, 1982. No protests have 
been received. 
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•... 

PG&E, a California corpora.tion, operates as a public 
utility under the jurisdiction of this Commission. PG&E is 

" principally engaged in the business of generating, purchasing, , 

tranSl'llitting, and selling electricity and purchasing~ transporting. 

distributing, and selling natural gas to 47 counties in Central and, 

Northern California. !he Company also provides a small amount of 

incidental ~ater and stea~ services. 

For the yea-: ended September 30. 1982, PG&E.reported 

total operating revenues of $4,695,847,000 and net income of 

$638,322,000, as sho~ in Exhibit A'attached to the application. 

Also. shown ,as part of Exhibit A is PG&E's Balance Sheet 
as of September 30, , 9'82 summariz~d as follo~s: 

Assets 

Net Utility Plant 
Other Property and Investments 
Current and Accrued Assets 
Deferred Debits 

Liabilities and !quitz 

CO'Q'lllon Equity 
Preferred Stock 
Long-Term Debt 

Total 

Current and Accrued Liabilities 
Deferred Credit~ 

Total 
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Amount 
(000 Omitted) 

$10,214,329 
69'4,982 

1,587,335 
33,737 

$12,530,383 

$ 4,262,466 
, ,612,451 
4,629,394 
, ,487,285 

538,787 

$12,530,383 
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" 

As of September 30, 1982, PG&E's construction 

expenditures unreimbursed from the sale of securities amounted to 

$1,600,615,000, as shown in Exhibit B attaChed to the application. 

PG&E's unexpended balance of its general manager's authorizations 
for capital additions and improvements under construction as of 

September 30, 1982, totaled $3,333,991,617. 

PG&E estimates that the cost of capital additions and 
improvements to its plants, properties, and facilities for the year 
1983 will be approximately $1,460,000,000. 

The Revenue Requirements Division has no objection to 
the proposed security issue(s) specified in the application; 

however, the Division reserves the right to reconsider the reason-

ableness of any specific program and construction expenditure in 
future rate proceedings. 

PG&E's capital ratios reported as of September 30, 1982 

and as adjusted to give pro forma effect to the proposed issuance 

of $100,000,000 aggregate par value of the preferred stock are as 
follows: 

Long-Term Debt 
Preferred Stock 
Common Equity 

Total 

September 30, 1982 Pro Forma 
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43.5% 
15.5 
41.0 

100.0% 

44.2% 
13.9 
41.9 

, 00.0% 
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PG&E is authorized by the Commission ~o issue the 

following securities which are also reflected in the pro forma 

capitalization ratios as of September 30, 1982: 

a. The issuance and sale in October 1982 of 
$250,000,000 aggregate principal amount of 
First and Refunding Mortgage Bonds, Series 82B 
(Decision (D.) 82~05-003 dated May 4, 1982 in 
A.82-03-33); 

b. !he issuance and sale of 184,800 shares of 
common stock durin$ October 1982 in connection 
With the Shelf Regl.stration Program, ~ich 
produced net proceeds of $5,163,976.27, leaving 
55,000 shares remaining to be issued (D.82-06-017 
dated June 2, 1982 in A.82-04-19); 

c. The issuance and sale of 292,806 shares of common 
stock during October 1982 in connection with the 
Employees Savings Fund Plan. Of the 10,000,000 
shares currently authorized, 9,707,194 shares 
remain to be issued (D. 82-08-013 dated August 4, 
1982 in A.82-06~54); 

d. The issuance and sale of 440,816 shares of common 
stock durin$ October 1982 in connection with the 
Dividend Rel.nvestment and Common Stock PurChase 
Plan. Of the 10,000,000 shares currently 
authorized under the plan, 8,382,357 remain to be 
sold. (D.93638 dated October 20, 1981 in 
A.60897); 

e. the issuance and sale of up to $140,000,000 aggre-
gate principal amount of debt securities remaining 
unissued from the $200,000,000 authorized in 
connection with Eurobond financing (D.82-05-079 
dated May 18, 198.2 in A.82-03-34) ; 

f. The issuance and sale in November 1982 of 
5,000,000 shares of common stock (D.93730 dated 
November 13, 1981 in A.60925, as modified by 
D.8.2-10-050 dated October 20, 1982 in A.82-08-58); 
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g. The proposed issuance of a long-term debt 
obligation of approximately $73,500,00'0 to the 
State of California, Department of Water 
Resources, as part of a comprehensive agreemen~ 
providing for the purchase, sale and exchange of 
electrical capacity and energy, for interc¢nnec-
tion arrar.gements, and for transmission se,rvice 
(D.82-12-008 dated December 1, 1982 in 
A.82-10-55); 

h. The proposed sale of $500,000,000 aggregate 
principal amount of debt securities currently 
before the Commission (A.82-11-05 dated 
November 3, '982)~ 

i. The issuance and sale in October 1982 of the 
remaining 443,853 shares of common stock in 
connection with the Savings Fund Plan (D.40873 
dated October 10, 1979 in A.59052); and 

j. !he issuance and sale of 5,000,000 shares of 
common stock in connection with the Shelf Regis-
tration Program (D.93730 dated November 13, 1981 
in A.60925, as modified by D.S2-10-050 dated 
October 20, 1982 in A.82-08-5S). 

!he following items are also reflected in the pro forma 

capitalization ratios as of September 30, 1982: 

a. Reinvested earnings in the aggregate principal 
amount of $71,900,000; 

b.. !he retirement of $48,935,000 of First Mortgage 
Bonds, Series S, due June 1. 1983 (D.42973 dated 
June 28, 1949 in A.39356); and 

c. The retirement of $16,700,000 of 7.90% First 
Mortgage Bonds, Series A. due February 16, 19753 
(D .. 88471 dated February 7, 1978 in A.577S7). 
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The application. states that in view of the current unset-
tled market conditions, PG&E believes it would be desirable to have 

the flexibility to offer in one or more series up to (a) 1,000,000 

shares of its $100 First Preferred Stock, $100 par value, or 
(b) up to 4,000,000 shares of First Preferred Stock, $25 par 

value. In either case the aggregate par value would not exceed 

$100,000,000. In addition, PG&E believes it may be advantageous to 

have the flexibility to either publicly offer the preferred stock 

or .sell it through private placement. 

!he application also states that in D.S2-05-080 dated 
May 18, 1982 PG&E was authorized to issue and sell not exceeding 

either 1,000,000 shares of $100 First Preferred Stock, $100 par 

value, or 4,000,000 shares of First Preferred Stock, $25 par value. 

for an aggregate par value ·of not exceeding $100,000,000. Under 

this authority, on August 11, 1982 PG&E issued and sold 350,000 

shares of 14.75% Redeemable $100 First Preferred Stock, leaving 

preferred stock having an aggregate par value of $65,000,000 to be 

issued at a later time. PG&E requests that this application 

supersede the earlier decision and to include the remaining shares 

of preferred stock authorized by the Co~mission as part of the 
total authorization requested. 
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As discussed ir.1 the application,. the terms and condi'Cions 

of the offering, such as dividend rate and any special features 

relating 'Co redemption (including sinking fund. if any), and the 

precise number of shares. will be determined by marke: conditions 
at the time of sale of the preferred stock, or ea~~ series. 

PG&E states in, its application that it may be possible to 

use some of the preferred stock requested in this app,lieation for 

a "leveraged" preferred stock offering. To issue leveraged 

preferred stock, a specifically formed trust is used. !he trust is 

capitalized with both an equity investment and funds borrowed 
from institutions. With the combined funds, the tru~rc buys the 

preferred stock from the original issuer. As an inducement to the 

equity participants to proceed with the financing, the issuer mus't 

indemnify them against losses of assumed tax benefits. !he after-

tax return on inves'tment Which the equity participants anticipate 

achieving is based on assumptions tha't the preferred s'tock will 

qualify as "preferred stock" for all federal income tax purposes 

and that 'the dividends paid by the issuer would be from current or 

accumulated earnings and profits and, as such, would be treat(:;d as 

"dividends" and not as a "return of capital" for fed~ral income tax 

purposes. !he "dividends" from the preferred s'Cock are subject ~ 

the 85% dividend exclusion. !f paymen't required to be made by PG&E 
under the indemnifiea'Cion ~rovisions would result in an increase in 
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Cost to PG&E (on a pre-tax basis) in excess of one-half of one 
percent, PG&E would have the option to redeem the entire issue at a 

price equal to par plus any indemnity amounts required to 

compensate the equity participants for any losses. 

Proceeds from the sale of the preferred stock would be 

used co partially reimburse the treasury for capital expenditures 

and improvements t~ PG&E's utility plant. 
Findings of Fact 

1. PG&E, a California corporation, operates as a public 
utility under the jurisdiction of this Commission. 

2. PG&E has need for external funds for the purposes set 
forth in the application. 

3. The proposed issue of preferred s:ock would be for proper 
purposes. 

4. The proposed security issue is for lawful purposes and 

the money, property, or labor to be obtained by it is required for 

these purposes. Proceeds from the security issue may not be 

charged to operating expenses or income. 

S. There is no known opposition to the proceeding and no 
reason to delay granting the authoriry ~equested. 
Conclusion of Law 

1. A public hearing is not necessary. 

2. The application should be granted to the extent set forth 
in the order which follows. 
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The 3u1:horiza1:ion granted is for purposes of ,this 
proceeding only and is not be construed as indiea1:ive of the 

amounts to be included in proceedings for the de1:ermination of just 
and reasonable rates. 

o R D E R - ~.- --
IT IS ORDERED tha1:: 

1. Pacific Gas and Electric Company (PG&E), on or af1:er ~~e 

effective date of 1:his order may issue and sell in one or more 

series, not exceeding (a) 1,000,000 shares of $100 First Preferred 

S1:ock, $100 par value. or (b) 4,000,000 shares of Firs1: Preferre~ 
S1:ock, $25 parvalue, in a public offering or a private placemen1: 

for an aggrega1:e par value not 1:0 exceed $100,000,000, upon 1:erms 

and condi1:ions s~bstan1:ially consistent wi1:h those set forth in or 
contemplated oy the application. 

2. PG&E shall use the net proceeds from the sale authorized 

for the purposes referred to in the application. 

3. Promptly after PG&E ascertains the underwriting compensa-

tion, 1:he redemp1:ion and sinking fund provisions (if any), dividend 

rate and price to be paid to '!:he Company for the $100 First 

Preferred Stock, $100 par value, or First Preferred StOCk, $25 par 

value, authorized, the Company: shall notify the Commission of each 
in writing. 

4. PG&E shall file th~, reports required by General Order 
Series 24. 
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i) 82 ,-" ....... , '. ·u,-\.:\.;, fee is $23.500 .. 

:or 

i s :.".J~ 

~~c ~~~sed S6S.0CO.OOO 
.... .. ' 

th :,S 

i:s 

O~de~ b~co=es effec~iv~ 30 days ~~c= today. 

D."i:ec J,\N 12 ~SS3 
~: s~~ :~anciscc, California. 

r.EO:\ARD ~. GR :..~S. J'R .. 
P=~£iGent 

VICTOR CALVO 
n:SC!!.l.A C. GR,:.\.; 
DO~l.D VIAL 
Coc.-:'!.~si.,ncrs 

I}!" :;~:P"-(~~~--u"i 
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s. :~ :he ?~~fe~r~c $:oc~ is sold in a ?~blic offering, as 
SOO:"l as aV;:iil':lolc, ?G&E shall file · ... ·ith the CO:::lission th:-ee cOj:)ies 

of i~s :i~~l ?rospcc:us ?~~:ainin& :0 the $100 First Preferred 
\ 

Stoc~ or :~c $25 First Prc5errec Stoc~. 

6. 7h~s O=de~ su?~rsdd~s t~~ o~de=ing ?aragra?~s contained 
\ ~ 

in D.82-05-080 dat~c ~a': 18, 19'82 in A .. S2-03-c(6, insofa:- as the 
a · . . ..... \. I, .I 10. ~ .... " 1:' • ~:nor~za=lon :ncr~ statec .Ias no~oeen exerClse~ ~y ~~_ :0 tne 

date of tc.is order. ~ 
7. ~~e authority granted by :hi~o=der :0 iss~e securi:ics 

• ,. • ~ ~ • ..l.. 'O''''&E .... \: . PO Cd" 904 OJ ~l .. .l.. oecome c:: ... ectlve w •• en ..... ?ays :~Ie ... ee set oy 0 e I • I, 

less t~e icc ~lready ?aid by ?C&E for the ~used $65,000,000 

aggregate par v.lue previocsly authorized by ~O==ission in its 

~ .82 .. 05 .. 080 .... ~ ~ch fee is $23.500.. In all othe:- .. ,~S?ccts, :h is 
"'-, 

order beco~es cffec~ivc 30 cays ::0: today. 

Da:ed ___ JA __ N_1 __ 2 __ 19_83 _______ • at San F:-ancisco, California. 

.. 10-

LEO~ M. CRL'!ES, JR.. 
?resident 

VIC'IOR CALVO 
PRISCIllA C. GREW' 
OONALD V!AL 
Commi.ssio:J.ers 


