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PG&E Corp (PCG) 
Alert:  San Bruno Update – CPSD to Amend Reply Brief 
 

 What’s happening: CPSD’s Motion to amend its Reply Brief is currently pending 
before the ALJ in the case of San Bruno explosion and fire. If CPSD is allowed to 
amend its Reply Brief, we believe it could potentially alter the discussion of the 
amount of penalties ultimately imposed on PG&E – a potential overhang but we 
await the filing. While the extent of the proposed changes is unclear at this time, 
and the situation remains very fluid, we expect further clarity on Monday, 7/15 when 
the filing would be due. This is a key event investors should monitor.  

 CPSD will amend its reply brief – the extent remains to be seen. On 7/8/2013 
CPSD filed a motion to amend its reply brief in the case of San Bruno explosion. 
The ALJ is expected to rule on the motion by the end of today (Friday, July 12, 
2013), and if the motion is granted, we expect CPSD to file its amended response 
brief on Monday, July 15, 2013. Considering none of the major stakeholders 
opposed the motion, we think that the ALJ will approve the request. We note that in 
its filing CPSD indicated that the amended version of the brief would “moot” some of 
the points raised in the City of San Bruno’s motion to strike CPSD’s proposal to 
grant PG&E a credit against penalties. 

 Background: San Bruno opposing a credit against penalties – no surprise 
there. On July 1, the city of San Bruno filed a motion to strike CPSD’s proposal with 
respect to granting PG&E a credit for the expenses already incurred in addressing 
pipeline safety towards any penalties that may be imposed on the company. In its 
motion San Bruno alleged the violation of due process claiming that the concept of 
such credit was not properly addressed during the evidentiary hearings and as such 
could not be introduced in the subsequent filings.  

 Amended brief to address concerns – filing may or may not be material. Since 
the motion to amend did not meet any substantial opposition from major 
stakeholders, we believe that it is likely to be granted, and that CPSD will file its 
amended reply on Monday, July 15, 2013. Based on the language of the motion, we 
expect the agency to address some of the City of San Bruno’s concerns in its 
amended Brief; however, the full extent of possible revisions remains to be seen. 
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PG&E Corp 
 
Valuation 

For PG&E, we assign a premium to group average 16.0x target PE multiple to 2015 
earnings. Some recent regulatory overhangs have been lifted, such as the final 
decision on the gas pipeline OIR, the final decision on the Cost of Capital 
proceeding, and some additional clarity on the potential size of the San Bruno 
related fine. We also incorporate the Oakley generation project in our valuation. We 
estimate a total net EPS impact of +$0.05, inclusive of assumed equity dilution. To 
calculate the equity value of PG&E, we multiply our 2015 pro forma operating EPS 
estimate of $3.33 (includes $0.05 of Oakley accretion) by our target PE multiple of 
16.5x, subtract a small NPV of ~$0.20/share for unrecoverable encroachment 
spending through 2017 and arrive at a rounded target price of $55/share. 
 
Risks 

Risks that could affect PCG's target price include: 

Regulatory risk – PG&E recently filed their general rate case to set rates and capital 
spending in the 2014-16 period. Failure to obtain fair recovery for capital 
expenditures or increases in operating costs could negatively affect PG&E’s 
earnings and equity value.  

San Bruno related items – The future political and regulatory impact from the San 
Bruno accident & investigation carries a risk not only in financial penalties and fines, 
but more importantly, potentially damaging the standing of the company, in front of 
the CPUC and other statewide stakeholders. PG&E is currently working through an 
order instituting investigation (OII) launched by the CPUC related to the San Bruno 
incident and PG&E’s operation of their gas pipeline business. The fines levied by 
the CPUC could be significant and could be larger than we are expecting which 
would require PG&E to issue more dilutive equity. This would have a negative 
impact on PG&E shares. There is also an ongoing criminal investigation on PG&E’s 
operation of their gas transmission business which also could result in significant 
fines. 
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Guide to Citi Research Fundamental Research Investment Ratings: 
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks. 
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned. 
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months.  The 
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not 
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment 
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and, 
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the 
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.  
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a 
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, 
analysts could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or 
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% 
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets Inc Shahriar (Shar) Pourreza, CFA 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 12 July 2013 01:04 PM on the issuer's primary market. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
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prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
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Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
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or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
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