
• 

• 

• 

P.R lq 

91982 
Decision No. ------~dtJl 2 '?980 

BEFORE ~ PO':BLIC UTILITIES COMMISSION O'P ~ Sl'A~ OF CALIFOBNl:A. 

Application of PACIFIC GAS AND 
:ELEC~C COrt?.A.I."rr to issue 3lld. 
$ell not exceed.ing 5,000,000 
shares of First Preferred Stock, 
$25 par value. 

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

Application No. 59678 
(Filed May 20, 198O) 

Pacific Gas and Electric Company (PGandE) requests 
authority to issue and sellop not exceeding 5,000,000 shares ot its 
First P:::e!erred Stock having a par value ot $25 per share. 

PGa:o.dE requests this authori ty pursuant to Sections 816 
tbrougn 818 of the Public Utilities Code. Notice of tiling of the 
applica.tion was published on the Commission' s Daily Calendar of 
May 22, 1980. 

PGandE is a Cali!'ornia co:::poration and. a public utility 
principally enga.ged i:c. tlle business of generati:o.gop purchasillg, 
transmi t'ti:c.g and selling e lectrici ty, and purchasing, transporting, 
distributing and selling natural gas to 47 counties in cent:oaJ. and 
:lorthern California. The company also provides a small am.O'U:l.t of 

incidental water and steam services. For the twelve months ending 
March ;1, 1980, the utility reported total operating revenues 
o! $4,467,292,000 and net income ot $474,131,000. Exllibit A, at'tached 
to the application, indicates tor the three months ended March ,1, 
1980, operating revenues of 51,269,270,000 and net income of 
Sl:?l op 555,000. 

The 'application indicates that PGa:o.dE is makiDg 

extensive addi tioIlS and. i:nproveme:c.ts to its. 'Plants.. :oroperties and 
facilities as required tor adequate service to the public. As ot 
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February 29, 1980, the unexpended balance ot General Manager's 
authorizations tor capital additions ~d improvements to PGandE's 
properties under construction amounted to $;,189,160,0;2. ~e 

estimated cost 01' such capital outlays tor the yeas 1980 is 
51,077,000,000 .. . 

The application also st~tes that PGandE has commenced 
negotiations tor sale ot the Preferred StoCk through a nationwide 
group or "C.'C.derwriters :pursuant to ter:ns o! an underw:r:iti:llg agreement, 
a prel;m;nar.y copy o! which is attached to the application as 
Exhibit C. PGa:c.d:E expects to ti::.al~y negotiate 'With the underwriters 
on or about July 15, 1980, the price to be paid PG.andE tor the 
Preferred Stock, the u:c.derwriting commission md the dividend rate 
and redemption provisions. Due to ::narket 'Wlcertai:c.ties regarding the 
size, t~g and terms and conditions of the proposed ot'fering, 
PGand.E may split the proposed offering into two sepa....-ate offerings 
with the possibility of different terms and conditions. The utility 
anticipates restrictions upon redemption precluding, until no later 
than Ju:c.e 1, 1990, the refunding of said heferred Stoek through 
issuance of common stock or througA use of borrowed funds or proceeds 
trom issues or any other securities having an er!ec~ive cost of mone.1 
below that of the proposed P::-e!erred Stock issue. 

,]he company intends to use the net proceeds to 'be derived 
from the issue and sale ot the Preferred Stock to :partially reimburse 
its treasury tor capital expenditures, "and therea.!ter to ':repay 3. -

portion 01" outstanding short-term notes issued 1"or te.mpoX"ar,y !inancing 
• ot capital additions and improvements to its utili t:r plant. 

As ot March ;l, 1980, expenditures which have not been 
reimbursed trom the proceeds ot the sale of securities amounted 
to S460,965,000. 
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?GandErs capital ratios as of March ;l, 1980, and as 
a~justed to give effect to t~e proposed Preferred Stock issue 
at an assumed price of ~25 per share, and as further adjusted to 
give effect to an applicatio~ :Cor authority to issue not exceeding 
S25O,000,000 aggregate principal amotlnt ot First a:c.d Re!uncii=.g 
Mortgage Bonds, are set rorth below: 

Long-~erm Debt 
?re!erred Stock 
Common Equity 

~otal 

March 31, 1980 
45.1% 
14.7 
40.2 

100.0% 

P:-o Forma 
46.0%­
l5·S 
;8 .. 5 

100.00,6 

~he Revenue Requirements Division has reviewed the 
application and concludes that the proposed Preferred StoCk sale 
is :c.ecessa...7 to partiall:r rei:c.burse the treasur.r tor capital 
expenditures and to refund short-term notes issued tor temporary 
financing or construction. 

Find~s o! Fact 

1. PGa::.dE is a Calito:r::c.ia corporation operating 'Wld.er the 
jurisCiction ot this Commission. 

2. The proposed Preferred StoCk issue is for proper purposes. 
;. The proposed restricted redemption provision would not 

be adve=se to the public interest. 
4. ?GandE has need tor external tu:ds tor the purposes set 

torth in the application. 
S. The money, proper:y or labor to be procured or paid :or 

by the issue of the Preferred Stock herein autho:ized is reasonably 
required tor the purposes specified herein, and that such purposes 
are not, in whole or in part, reasonably chargeable to operating 
expenses or to income • 

11 Ap~licatiou No. 59677, tiled ~ 20, 1980 
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6. There is no known opposition to PGandE's application and 
no reason to delay granting the authori ~ requested. 

Conclusions of'Law 

1. A public hearing is not necessary. 

2. ~e applicati?ll should be granted to the extent set forth 
ill the order whieh !ollows. 

In issuing our ord.er herei:c., we place' PGanctE and its 
shareholders on notice that we do not regard. the number o! shares 
outsta.t:.c.ing, the total par value 0: the shares nor the dividends 

paid as mea.suri:c.g the return it should. be allowed. to earn on its 
invest1::lent in plant, and that the authorization herein granted is 
not to be construed as a 1'i:c.ding 01' value o! the eompa:c.y's stock or 
properties nor as indicative 01: the amO'Wlts 'to be included in 

• proceedings tor the determination o! just and reasonable rates. 

ORDER ,-..------
!~ IS ORDERED that: 

1.. Pacific Gas alld Electric Company may issue and sell :lot 

exceeding 5,000,000 shaJ::es of its $25 par value First Pre!erred. 
StoCk on teres and conditio~ to be negotiated with the underwriters. 

2. Pacific Gas and. Electric Compa:c.:r shall use the net p:-oeeed.s 
tram the sale ot Preferred Stock herein authorized tor the purposes 

set !orth in the application. 
3. Promptly atter Pacitic Gas and Electric Comp~ ascertains 

the dividend rate, the u:c.derwri ting compensation alld the price to ~ 

paid to the company tor the Preter.red Stoek herein authorized, the 
utility shall noti!~ the Commission of each in writing. 

4.. As soon as available, Paci!ic Gas a:c.d Electric Compa:c.j'" 

shall file with the Commission three copies of its final prospectus 
• pertaining to said Pre!erred Stock. 
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5. Paci!ic Gas and Electric Company shall tile with the 
Commission a. report, or repcrts, as required by General Order 
No. 24-3, which order, insofar as applicable, is hereby made a 

part or this order. 
6. x.nis order shall ~ecome effective when Paci!ic Gas and 

Electric Compa:c.y has paid the fee prescribed by Sec.tion 1904.1 of 

the Pc.blic Utilities Code, which tee is 568,500. 

Dated JUL 21980 Cal~oxm.a • 
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