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Decision No. 

" 

".' .. ;. 
90872 OCT 1 0 1979 

• 

BEFORE THE· FOBLIC U~ILI~:cES COMl'crSSION OF TEE STATE OF C.ALDOBNIA 

Application of' PACIFIC GAS .AND 
ELECTRIC COMPANY to issue and 
sell not exceeding 10,000,000 
Shares or Common Stock, $10 
par value. 

Application No. 59010 
(Filed July· 20, '1979) 

OPINION 
------~ 

Pacific Gas and Electric Compa.tLY (PGa:c.dE) requests 
authority to issue and sell not exceeding 10,000,000 shares of' 
its $10 par value common stock and to use the. net proceeds to· be 
derived through the issue and sale or its, common stock,to- reimburse 
its treasur.y tor capital expenditures. . 

A'Ilthori ty is sought pursuant to Sections 816 through 818 
ot the Public Utilities Code. Notice ot the tiling ot the 
application appeared on the Commission t S Daily calendar ot· 
July 25, 1979. 

PGandE intends to use the net proceedstrom the issue and, 

sale ot the common stock to, reimburse its treasur,r tor capital 
expenditures, and thereatter to repay a portion of outstanding , , 

short-te:rm notes issued. tor temporary f'inal:lcillg. or additions 'to· its 
utility pla:c.t. The companyts short-term notes amoWltectto 
$142,290,000 at J'Wle 30, 1979. 

J?GandE t s. capital expenditures which have not been, 
reimbursed from the sale of securities are set forth in ~bitB, 
attached to the application, and are summarized in the tollowing: 
tabulation which covers the period' t'rom· April ;0 to: ~ ;1" 1979: 

: .'. 
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U:c.rei:mbursed Capital Expenditures at 
April 30, 1979 
Additions: 

Net Capital Expenditures During the 
Period May 1, 1979 to May 31,. 1979 
Bonds Matured or Purchased for 
S; nki D g :Fund: 

Matured· 
Purchased for S; nki ng 
Fund - at Cos1; 

~ents of B8llk Loans and Notes 
Payable 

Total Additions 
Subtotal 

47,553 
5,951. 

• 
Thousands o!Do11ars· 

$1, 176,.l99· 

$ 86,239· 

53,504 ... 

65,725· .. 
202,468 

1~'381~667 

Deductions: "", 

Reimbursement Received: 
Proceeds !rom Ba:ck Loans and. 
Notes Payable-
Comm.onStoek Issue 

Accumulated ~vision for 
Depreciation~ Increase 

Total Deductions 
UnreiJnbursed Capital Expenditures at 
Hay 31, 1979 

219,104-
3·,.2~ . 

238,123· 

.$1,142,544 . 

PGandE is. making extensive additions and" improvements to" 
its facilities, and. at Hay 31, 1979, the unexpendedbalan.ce or . 
General l1aD.ager t s authorizations tor capital additionsa:c.d 
improvements to PGandE's properties unde~ constru.ctio:c. amounted 
to $2,070,429,498, composed of the follOwing items: 
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General Manager"s 
Authorizations 

Electric 
Gas 
Yater 
Steam Sales 
Utility Plant Held tor 
Future Use 
Common Utility 

~otal 

• 
Aggregate, 

Amounts.' , ",', 

$1~682"~22?,,217 
155-;215,,007' 

,660;":%17 , ,_,;,.I 

"364'" 7;1; 

23~45?,:?16, 
20&,508,; 510> 

$2,070,'429;;498:.-, , 

Expenditures tor capital purposes in 1979: are'eXpected to­
be approxfmate1y $975,000,000. 

J?Gandl':'s capital ratios. as 00£ June 30, 1979., and. as . 
adjusted to give effect to, the common stock issue proposed herein 
(asswning a price o£ $22 per share), as well as to 1,500,000 shares 
or the 9% Redeemable $100 First J?reterred Stock (Sl00' par value 

~r share) 1/ issued in September 1979 and to,the proposed issua:c.ce 0'£ - . ' " . 

not exceeding 10,000,000 shares or common stock to be'used in 

co::meetion with the Savings :Fund Plm (assuming a price ot S,22 per' 
share and that allot the stock was issued: at the s8lXl.e time) 2/ a:re -
set forth below: 

Lo:cg-Tem. Debt 
Pre!erredStock 
Common Equity 

~ota1 

June 20, 1979' 

47.Cf~ 
1?9 
39.1 

100;..0% 

Pro.' Forma.' 

43;.~ 
14.8' , 
41.5" ' 
100.~:, ' 

PGancrE plans to have the of'!erin& or its' common-: -stock 
1lllderwri tten by 8. nationwide group' 0'£ underwriters who will' agree 

" '" . 

to purchase the common stock pursuant to an underwriting agreement 
to be entered into between PGandE and the representati'Ves. of ' the,' 

11 Approved by Decision No,. 90702." dated' August 28:, 1979', in 
.A.pplication No. 589'78. 

Y .lpplication No. 59052,:ri1ed' on August 7, 1979. 
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several UIlderwriters on or about October 2;, 1979, with the 
intention that the UIlderwri ters will then otfer the common stock 

'. 
to the public. PGandE has commenced negotiations with Dean Witter 
R~old.s, Inc., Blyth Eastman Dillon & Co., Incorporated,. Goldman, 
Sachs & Co., and Merrill L:y:c.ch, Pierce, Fe:c.ner & Smith, Incorporated, 
as representatives of a proposed group or 'Underwriters •.. The 
preliminary rorm or the 'Underwriting agreement is attached to the 
application as Exhibit C~ 

The .final terms or the underwriting agreement and other 
terms or the proposed o:f":f"ering, including the price or: the common 
stock, the aggregate number or shares to be offered, the underwriting 
spread, and the price to be paid to PGandE for the shares or' stock" 
will be determined by negotiation between PGandE, and the underwriters 
shortly before the proposed public orfering. In. no event, would the 
price or the stock to be paid to PGandE by the underw:riters· be, less 
than 90 percent or the last reported sale priee of' the common stock . 

on the New York Stock Exchange prior to the time the price is fixed~.2I· 
The Revenue Requirements Division or the Commission staf'.f 

has reviewed the application and concludes that the proposed sale or 
eommon stoCk is necessary to reimburse the treasur,y tor capital 
expendituJ:oes and to refund short-term notes issued: ror temporary 
rinancing or construction. 

The Revenue Re~ements Division has als~reViewed 
PGand.E's construction budget and has no o'bjection to' the proposed 
security issue. However, the Division reserves the rigb.tto consider' 
the reasonableness or construction expenditures' ini'uture rate 
proceedings. 

21 On August 30, 1979', PG8lldE t $. common stock' closed; at ·24. The. '. 
boolt value or the stock on June ;0, 1979 was approximately $30.;14' 
per share. 
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Findingso~ Fact 

l. The proposed stock 'Would be £or, a proper purpose. 

2. PGandE has need tor external funds tor the purpose set 
forth in this, proceeding. 

'. ' . 

3. ~e money, property or labor to be procured: or paid ror by" 

the stock herein authorized is' reasonabl:rrequired. tor the' purpose 
specitied. herein, which pu:rpose is not., in whole or in part" 
reasonably chargeable to operating' expenses. or to income. 

4. There is no. kD.ow.o. opposition' and no reaso:c.to,delay granting 
the authority re<;,uested. 

Conclusions of Law 

1. A public hearing is not neeessa..."":1. 
2. On the basis or the foregoing rindings weeonelude that 

the applicat.ion should be gran ted to the extent set forth ill the 
order which follows. 

In issuing our order herein, ·we place PGandE and its, 
shareholders on notiee that we do not regard the, number of" sh8.res. 
outstcding, the total par value of the shares nor the dividends' 
paid as. measuring the retu:rn it, should be allowed te> earn': on its 
investment in plant, and that the authorization herein granted is 
not to be co:c.stru.ed as a finding or the value or the compa:o.y"s stock· 
or properties nor as indicative of 8lIl.O'W:l.ts to be included in 

proceedings ror the detendnation or just and reasonable rates.: 

o R D E R-
~~.---' 

I!r IS ORDERED that: 

1. Paei:t:'ic Gas and Electric CompSllY, on ,or a!ter-, the effective "" 
date hereo!, ~ issue and sell not exeeed.i:Dg. 10·,000',000·, sb.ares of" .; , 

.-' i • 

its eommon stoek., $10 par value, on terms and conditions, to be,­
negotiated with the underwriters in accordance withtb.e- application. 
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2. Paci.fic Gas: .s:nd Electric Comp8XlY shall use the net 
proceeds to be derived.,tbrough the issue and sale o! said' common 

, .' , ..... '" .~ 

stock to reimburse it,s~'trea.sur.r .for capital expenditures. 
3. Promptly 8j:te;~Paci!ic Gas and Electric' Comp~aseertains 

the undel:'W:l:'iting co~nsation and the price to' be:paidfor.the common 
stock herein authorized., the comp~ shall notify' the' Commission ot 
each in v.ri tinge 

4. As 8O¢n as available, Paci.fic Gas and E1eetric~' Compa:tl.Y' shall 
:t:ile with the Commi.ssion tbree copies o.f. its final prospee:tus 
pens; Ding to the common stock herein authorized. : 

5. Paci!ie Gas and Electric Company sball!ile with the 
Commission a report, or reports, as· required by General Order-No. 24-B, 
which order, inso!ar as applicable, is hereby made a part otthis .' 
order. 

6. ~his order shall become e.tteeti ve when Paei.fie:Gas and:' , 
Eleetric Compa:cy has paid the .fee prescribed by Seetion 1904;.1 . of the 
Public 'Utilities Code, which tee is: $116,000. 

Dated-:-__ O_CT_'1_0_1_9_79 __ :0at San Fra:c.eisco 

Co:c!3s1o:ncr Clairo T. ::)edrlck. 'boillg 
::.ecessa.rily :;t.'bs~t. did not ~t!.e~t~ 
~ the d!.z~osi~io~ Q~ this prQeoodi~. 

\ ~, 
Cali:t:or:c.ia. 


