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BEFORE TEE RAITROAD COMMISSION
OE TBE STATE OF CALIFORKIA

In the Matter of the application of R HNA&

)
PACIFIC GAS AND ELECTRIC COMPANY Zox )

an order authorizing the issue of ) App.;.ication KO 1188
its general and rofuwnding wortgage g
)
)

§old bonde of the face veluwe of
£5,000,000.00, and of certain first
preferrea °tock and common stock.

C. P. Cutton for applicant.

TEELEN, Commissioner.
o ' OPTNION

This is an application for am order authorizing the

issue of first preferred stock, genersl and refunding mort- "
gage gold bonds and common etock in the amounts amd for:the‘-
purposes nereina..fter specified. |

- Ap'olicant asks authority mow 4o issue its first pre-
Zerred atock of the par value of $12, 500, OO0.00 and a-athority
on a.nd sfter Jvly L, 1916, to iasue its :E:.rst pre:rerred. stock
in such a par value &8 may be. necesaa:ry to ezchange the ‘Seme
for origiml preferrea gtock now outsta.nd.ing as hereina:rter
explained..

Prior to the amendment to applican‘c’s a.rticlea of .’m.-

corporation here-ina.fter roferred to, applica:nt wag suthorized

by its articles to issune capital stock ss follows:

?referred stock -~ 6%. cmlative - - ‘*10 000,000.00
Common stock - $:L50 000 000.00




on spril 30, 1914, applicant’s issued snd outstanding

capitel stock was as £ollows:
Preferred stock - 6% cumulative - - - - - - $10,000,000.00
Common stoc:k, | '
In hands of pudblic $32,109,300.00

0wne5t by subsidlaxy
' companies 31,696 ,866.66

63,806,166.66

The ¢ommon stock held by subsidiary coupanies-wiu
shortly be camcelled, thus reducing the amount of applicant’s
1ssmed common stock to $32,109,300.00. ’

Applicaixt has nov} smended ifs articleg of incorporation
=0 that the total of $160,000,000.00 authorized cepital stock
shall be divided as Zollows:

Pirst proferred stock ~ 500,000 shares ~ '$50,000,000.00

Qriginal preferred S‘l?ock - 100,000 shares =~ .i",l0,0,00,000_-QO

Common stock - - 1.000,000 " -§100,000,000.00

The £irst preferred stock is an entirely new stock. - The
amendment to applicant’s articles of incorporation prov"ié‘.es\ in
part that the holclqra 6£ Lirst preferred stock sha:l.l 'bq n‘t;itled,
when issued as fully paid, to cuxulative proforential divi@ends |
at the rate of 6 per cent por amxum before exy dividend om the
original preferred stock or the common stock shall be declared
or paid; that 2 similar preferexnce shall exist as to assets
on ligquidstion or dissolutiom; that mo shere of £irst pre-
foerred stock, when the subscription hes been fully paeid, shall
‘evé:é be subject to assessment .fo:j the purpose of c,dnd.ucting
the business or peying the expemses or debts of this corporation,
although the stock is, of course, swbject to stockholdor’s lis~
b114ty in favor of cred.ito_rg. of the coxporation, a3 prqvideq.by
the constituntion and statutes of tThis s"té.te; that fhe holders




of shares of originsl profeorred stock shall have the righ;;ax any

time on or affer July 1, 1916, subjeet to the apprqyal'of th;a
Commigsion, to surrender t0 the corporation their shares in ox-
change for shares of first preferred stock at the rate of 1.025
shares of first preferred stock £or each share of originsl pre-
foerred stock; and that the board of directors of the corpors~
ticn shall continme to have the right to set asidé'from_the prof
ity erxising frox the Ttusiness of the corporation such roasomable
sums as may in their Jjudgment be necosgary and proper.for work-
ing copital and for usmal reserves sand surplus.

On June 3, 1914, spplicant's board o2 directors authoriﬁgd
the prosident to offer immediately for subscription and purchasev
125,000 shares of said first preferred stock, beving a total par
value of $12,500,000.00 upon specified terms'and:conditions. inolud-
ing the following: that +the price sholl be $82.50 per ahaie, peyable
in installmonts as follows: %55.00 per zhare (with subscription)
on or before Joly 15, 1914, §15.00 por shere om or beforo August
15, 1914, §12.50 per share on ox bofore October 1, 1914, {12.50
por sharo om or BeLOro Jexvary 1, 1915, $12.50 per shere on or
before April 1, 1915, $12.50 per share on or’befo:e July 1, 1915,
8nd $12.50 por share onm or before October 1, 1915: +thet no &ivi-
- demd shall bo declared or paid upon any shere wntil It has deon
:nllylpaid Tor; thaf stockholders of reocord on the books of‘the
corporstion a# the close of buei;ess on June 3, 1914, mey sub-
scribe Lor stock in the proportion of three shares for esch ten
_shqros (both common and preferred) tken standing in thoi¥ nemes
on the books of the corporation; and that 4if at least 70% of the
stock shaell not have been subseribed for on or before August
15, 1914, the corporatiom will, onm ox before September 1, 19i4;
return to 21l subseribers the emounts respectively paid by esch

with interest at the rate of 6 per cent per anmum.




In pursuence of this resolution, the fitstrpreferred
stock 2as been offered to the stockholders of Pecific Gas amd |
’lectric Company and at The date of the hearing in excess of
20% rad been Bub»cribed for, with oxcess subs criptions in 2
mumber of cases.

Applicent also aske guthority to Lssme its general and
refunding mortgege gold bomds (Series A, numbered It 25,431 to
30,430 inclusive) in the aggregete face value of $5 000,000.00
for the purposes hereinatter specified. 3By its Decision Jo. 736
or Application No. 603 (Volume 2, Opinions and Orders of Rail—
rosad commiasion.OA California p. 1051), rendered on June 20
1913, thia COmmission.heretofore authorized the issue of these
seme bonds for the purposes spocified in the order. These bonds,
vogether with gemeral lienm bonds of the face velne of $5,000,000.,
bave been pledged by applicant as collatersl security for owt-
standing gold notes of the face valme of $7,000,000.00. When
these notes are peid, all these bomds i1l be returned to appli-
cant's treasury. The genersl lien donds end. the indexture se-
curing the same will ther Dde cancelled, but epplicant desires

2gain to issue the $5,000,000.00 of gemersl and refunding mortm
gage hords. '

4pplicant desires to issue said first preferred capital
stock of the par velue of $12,500,000.00 axd said general and
refunding mortgage bonds of the face value of £5,000 »000.00 and

to use the.proceeds thereof Tor the £ollowing purposes-

(1) To dlscharge and refund 1ts 6% gold notes
and its 5% gold notes: in the eggregate face

$7,000,000.00

(2) T0 reimburse its treasury for momeys

- expended £Or the acquisition of Property
and for the construction, completion and
oxtension angd improvement of faclilities s
shown on pages 15 and 16 of Exhibvit mam
attached to the petition berein, no part
of whick, 30 applicant alleges, has beern
secured from the issue of stock bonde,
notes or other evidomces of indebtednaos - $4.586,661.00
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To incur other capital expenditures
or discharge and refund indebtedness
incurred Lor the same - details not
a8 yot. speci.fied
proceeds.

Said Exhidit "A" shows on page 15 & reimdursement
allowed for uncapitaiiied construction ezpenditu:es prior
t0 Januery 1, 1913, :_Ln accordance with *this Commigsionr's
Decision on ipplication Fo. 552, of 83,750, 000.00 and con-
struction expenditures reported to this Commission :from nonth
t0 month from Jaxmary 1913, to April 1914, incl'asive totalling
the sum of $7,836,661.78.

The total proceeds to be derived from the sale of the
£irst preforred stock and the bonds can not y 88 yot, b_o‘a.s‘cer-u
tained foxr the reasor that applicent is not as yet p:ezﬁa.:?e‘d.tp
report to this Commission the price at which it can @oll the
bonds. Applicant expects that when it has put béhin'd;the out—
3tanding bonds the additionmal monéys %0 de secured from the sale

of $12,500,000.00 of £irst preferred stock, it will de able %o

secure for its bonds e net price In excess of 85 pei' cont of

thelr face velve. Applicant’'s request with reference to the
bords will be granted su.'bject'to the proviso that applicant shall
neresfter pecure from this Commiesion & supplementel order spe-
cifying the minimmm price at whick the bonds may be sold, before
any thereof may be issued. |

Applicant elso requests suthority on enmd after July 1, 1916,
to issue its first preferred stock in excmgo for chsres of the
outsfanding preferrold stock (now to be called original preferred
stock) at the ré,‘ce 0L 1.025 ghares of Lirst preforred stock for
each éhare of original preferred stock to all holders o:f the latter
stock who may zigsire to meke the exchange. This is part of the
gencrsl plan by which the first preferred stosk is to “be authoriz-
od snd Iissued and . teke its place zhead of the oxigting preferred
stock. Waile this exchenge will result in some additional securi-
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ties over those now outstanding, it is an integral part of 2

gepeoreal plen which will materislly improve epplicant's financisal
condition and which is worthy of commendstion from the.pnblic
euthorities. I shall recommend that this part of the anplica-
tion be also granted but that some reasonable time after July

1, 1916, such as & period of six monmths, be set £or the consum~
mation of these exchanges, with the possibility of an extension
of this period,if found necessary.

Iz 1ts petition, epplicsnt Lurther asked authority to
wse & portion of the proceeds Lrom the sale of ite preferred
stock as follows: ‘

(2) Ror the reimbursement of moneys .

. exponded for the retirement of bomds

through sinking funds from Janunary

1, 1914, to April 30, 1914,~ - - =~ & 40,760.00
To provide cesh for meeting s3inking '

fund payments now duwe and wnpaid,

which will be applied t0 roefunding

of bomds, 394 ,375.81
.0 provide cash for retiring donds

throungh sinking funds from April 30
to December 3JIL, 1914,~- estimated at 724,687 .50

Total - - TI;159,825.31

If this portion of the application were granted as applied
for, the net result would be that eackh time a 1,000 bond iz re-
tired, preferred stock of the par valme of $1200.00 (selling at
82%% of per value) would teke its place. At the héaxing re A.F.
Eoékenbeamer. applicant’s second vice prosident amd treasurer,
agreed that this would not be desifﬁble financing and asked that
the petition be amended S0 as t0 ask suthority 4o issne common
stock at parlto‘meet the aforesaid sinking fund requiroheﬁxa.
The rosult desired would be attained by paying a portion of divi-
dgnds from esurnings in common stock at per--s plen muck prefer-‘

able to the one at Lirst suggestod.




Rolereonce is hére‘by nmade t0 the opinione and orders
heretofore rendere’d. "'bylthis Commission, whereih the financial
effairs of this epplicant have, from time to %ime, been thorough~
1y anslyzed. I do not deem it mecessary, in this proceeding, to
agein go over the gronnd whickh has heretofore been covered. At
the hesring the Commissionmer made inguiry into applicant's ability
to meet dividends and Lmterest on the proposed sdditional first
preforred stock and bomds. Mr. Hockexbeamer testifiod inm. ropLy
that the gross revenue lost by the company's ra‘té :red:a.ct:ons In
1911 and 1912 was.ma&p up by the end of 1912; +that he ostimated
Lor 1914 net earmings of $4,000,000.00 after the paymemtof bond
interest and discoumts, thus allowing dividends on both the origin-
al preferi'ed stock and the now Lirst preferred stock, anonnting to |
$1,350,000.00, and leaving a balamce of $2,650,000.00: and that
for 1915 he estimated a balamce of gbout .;,3 650,000.00 a.f.ter Pay-
ing bond m‘t:erest and discounts and interest on the preferred stock.

while these figures are, of course, only ocstimstes, I am sa.tisﬁed

from the evidence, that gpplicmt-!s.émings véill be laxrge enough

to enable it to take care of 1ts new obligatlons--both bonds exnd
preferred stock.

Applica.nt 3 plan to sell its new Lirst preferrod stock
eppreals to me as thoroue;hly sound and commendeble. It will onmable
applicent t0 refund the outstanding gold mnote fssmes of $7,000,000.,
et additionel security behind spplicant’se _bonds_, help teke care of
The marzin between the 100% of comstruction expenditures and the
90% face velue of bonds which spplicent cen issue ageinst comstruc-
tion expenditnres end probedly rosult in am inerease in the prico
to be socured Lor its gemersl and refunding bonds hereafter iss'aed.
The plan is in accord witk suggestions for Junior ﬁna.ncing which
have been nade by this C:omission from time to timo to various

Public wtilities snd ig worthy of emlation in so far ssg applice~-
$e, by other v.tilities.




I £ind that the purposes for which the proceeds of the
bonds and capital stock herein authorized are to be Lssued are
not in w’hole or im part reasonably chargeable to operating expons-
es or to income and recommend that the applica't:_ion,. as mocl_ified,
be granted subject to the conditions specified in the order.

I subnit herewith the following form of order:

ORDZER

PACIFIC GAS AND ELECTRIC COMPANY having applied to the
Raflrosd Commission of the Stete of, Celiformis for sn order
suthorizing the issue of ite gemeral end refunding mortgege
8014 bonds of the Zace velue of $5,000,000.00, of its first
;preferrea stock of the per valme of $12 ,590,000-00 and of ad~
ditional first preferred stosk ua wiil ixo-feina.f‘ter appear, apd
of its common capital stoeck of the par velve of $1,159,800.00,
and & public heering heving ‘been held 6n said application, and
the Relilroad Commissior £inding that the purposes £or which the
Proceeds of said bonds and stock are to be 'o.e,jed.{ are not in whole
or in part reaeom‘bly:ghmgeablq to operating expenses or to in-
cone, |

IT IS EZREBY ORDERED that the Railroad Commission here-
by authorizes the issue ‘byf?acific Gas and Elootric Company of

() $5,000,000, face value, of principa.l of 1%s gomeral
and refunding noxrtgage gold bonds, be::ng 5,000 bonds of series 4,
numbered X 25 »43L to 20,430 inclusivo maturing on the first day
of Jemmary 1942, bearing Imterest at the rate of 5% per axnum,

; payable seni-sumually, under and in pursuance of the terms o:r 't:he

mortgage or deed of tmst heretofore and om the first day of Do~

dember, 1911, made and executod by 3aid Pacific Ges a.nd. Eloctric

Company to Bankers' Trust Company of Xew York, corpora.te trustee,
end Frepk B. Anderson of Saxn Franci geo, individual trugtee;

() .,,.12 500 ooo.oo per value of i-t:v :firet preforred stock, con~
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sisting of 125,000 ghares of the par value of $100.00 each:
(¢} so much additional Lirst preferred stock AS-may be ne-
cessary. to exchange £o0r originsl preoferrod stock on andvaftex
July 1, 1916, as hereinafter more specifically provided; and.
(d) 4ts common capital stock of the par value of $;,159,80Q.00,
consisting of 11,698 sheres of the per value of $160.0ogeach,v:
on the fdllowing conditions and not otherwisé, té-wit:
l. Pacific Gas and Electfic Company shall not ieéue
sald bonds wntil it has secured from this Comnission
a supplemenxal\or&er specifying the nminimum pricé at
which they may be sold.

Pacific Gas and Eloctric Company shell sell said
£irst proferred stock of the par velue of $12,500, 000
830 ag 10 net in cash not less than 82&%-oflits‘par

valuoe.

Pocific Ges and Blectric Company shall dispose of
se4d common capital stock st not less than ite per

value.

Pacific Gas and Zlectric Company shall use the
proceeds‘from the issue of seid bonds of the face

velue of $5,000,000.00 and of caid first preferred

stock of the par velus of $12,500.000.00 only for

the following purposes:

(a) To0 discharge and refund its 6% 301& notes
and 1ts 5% gold notes, proceeds mot o oxcood $7,000,000

(b) Do discharge and refund obligations ip-
curred and reimbursze ite treassury for the
acquisition of property and for the con-
struction, completion, cxtonsion and improve-
pent of its facilities as shown on rages 15
and 16 of Exhidbit "A" attached to %ho POTi~
tion herein, proceeds not to exceod




(o) Por other purposes yroperly capitalizeble
as specified in Sectiom 52 of the Public
Utilities Act, whoen epplicant shall have
spocified such purposes and the amounts
clained for each and shall have secured
from the Railroad Commission a supplemental
order authorizing suchk expenditure - = - = the balexnce
‘ of the proceeds
Pacific Gez and Electric Company is hereby
autborized to issue on July 1, 1916, and during
the period of six months subsequert thereto,
wnless such period be hereafter extonded, 1.025
’ \
shares of its f£irst prefoerred capital stock in
exchange for esch zhare of its originsl pre-
ferred stock uwp to tho meximum of $10,000,000.00
por velme of saidworiginal/proferréd stock, to
21l holders of said originel preforred stock who

may present the same £or such exchange.

Pacif;o Gas ard Electric Comparny shell uge tbn

proceeds from the Lssue of said,cdmmon_capital stock

for the following purposes and in +the following-amdunts:

(2) Por the reimbursement of monefé expended Lor
the retirement of bonds through sinking funds fro
Jexwary L, 1914, to April 30, 1914, not to S
OX0068 - = = = ~ = = - e = e = e - e - 240,760.00
(v) To provide cash for meeting sinkﬂné'

fund payments now due and wnmpaid, which -

will be spplied t0 refunding of donde,

not %o exceed 394 ,375.81
(¢} To provide cash for retiring bonds

through sinking funds Lrom April 30, to

Decembex 31, 1914 not to exceed ~ - - 724,687.50
Pacific Gas axd Electric Company shall keep
separate, trme and accurete sccounts showing the
receipt and application in detail of the proceeds
0f the sale of the bonds and stbck horedy suthor-
ized to Re Lssumed, and on or before the twonty-

L£ifth day of each month shall make veriiia& reports
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to the Railroad Commission stating tfbe sale of bonds
and stock during the previous month, the torms and
conditions of the sale, the moneys realized therefrom
and the use and applicailon of such moneys, a.:;.l in
accordence with this Commission's General Order Yo. 24,
which ordexr, in 8¢ Lar as a.ppliéablel, is made a part of

this oxder.

Tae authority heredy given to iscue gtock other than
the first preferred stock fo be exchenged for ozjig:.m
preforred stock, as to which & time limdt bas alreedy
been specified, shall apply only to stock 1301:.9& on
or before the first day ofNovsp/ 1915. Tho time 1imit
for the ilssme of the donds will be speciﬁo& waen The

gupplemental oxrder suthorizing their issue ie made.

The foregoing opinion and order are hereby
approved and ordered £iled as the opirion and oxder of 'the
Rellrosd Commission of the State of Californis.
Dated at Ssan zrancisco Cali:fornia, this é‘ @
dey of Q@;T“Z‘ 1914.
J A4

-

Comnigsiondfs. |




