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© Decision No. LoslD

EEFORE THE PUBLIC UTILITIZS COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
PACITIC CGAS AND ELECTRIC COMPANY for
‘an order of the Commission authorizing
applicant to issue, sell and deliver
1,500,000 chares (par value $25.00
each) of 4.80% Redeemable First
Preferred stock, to usc: the proceeds
thereof for the purposes herein set
forth, and finding and declaring the
issue and sale of said shares of stock
exempt from the competitive biddiag
requirements of Decision No. 38614 (46
C.R.C 281) issued January 15, 1946 in
Case No. 4761. _—

Application
No. 30900
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R. . DuVal and Frederick T. Scarls, for applicant;
Dion R. Holm, City Attormey, and Paul L. Beck,
Crief Valuation and Rate Engineer in the City
Attorney's 0ffice, for the City of San Francisco,
interested party. o , : ‘

- 5ULE, Commissioner

Q2ZINIQCYN

‘Pacific Gas and Electric Company, hereimafter sometimes
referred to as applicant; asks permission to issue and sell ona
négotiated basis, 1,500,000 zhares, $37,500,000 par value, of 4.80%
redeemable first preferred stock, and use the proceedsitoAdisqharge,
in whole or iﬁ part, ité obligations incurred or to be inéurred wder
thefterms of'credit agreements exécuted by it pursuant to the B
‘authqrizatién given_5y.Décision No. 41245, dated'February 24, 1948,
in'Application No. 29086, or to reimburse its treasury in part on
accoﬁnf;of capital expenditures made om or prior to October 31,

- 1949, or to pay Ix part the cost of additions té; extensions of, and

betterments or improvements to applicant's propertics and facilities




-madc or to be madc subsequent to. Octobcr 31, 1949. If 50 permmtted

the price at whlch applicant zntcnds to sell -said skares of stock
- Will be supplied in 2 supplemental application.

Applicant is 2 cdrporation organized and existing'under
and by virtue of the laws of'California. It is an opcrating public
utility engaged brincipully in the ousiness of gencrating, purdhu,-
.1ng, dmet Lhuting and selling_electrmc energy ‘or domestic, commcr-‘
| clal, industrial,‘agricultural‘and mmicipal purposes,‘and'of‘pur-
chasing, transmitting, distriduting and;sellingsnatural gas for
doméstic, cormercial end industrial purposes taroughout a large part
of northern and central Celifornia. It aléo éngeges in ‘the distri-
bution and szle of water in 17 cities _nd towns and certain rural ;
areas, and the dlstribution qnd sale of steem in certuin parts of -

the Cities of San Francisco and Oakland.

The follcwxng utatement fhowe the authorized c'hares of
appln.cant's stock and the number oi‘ shares outstanding and the

aggregate par value of‘said shares as of December 31, 1949:

: Aggregate Par
' Number of  Shares Value- Shares
Classification of _ Shares Issued and Issued and -
Capital Stogk Authorized Qutstanding Qutstanding

First-Preferred:

g | . 4 211, 662 4 211,662 %105,291 550.
554 | 1,173,163 1,173,163 = 29,320,075
5% 7 400,000 400,000. 10,000,000
5% Redeemable 1,000,000 1,000,000 25,000,000 -

5% Redcemable, Serics 4 1,6oo,ooo‘. 1,500,000 37,500,000

Redccmable,F;rst Preferred

Stock, Unclassified in = - s _ S
~ Series L , 3,615,175 - -
Comon 12,000,000 _8,280,780 207,019,500

24,000,000 16,565,605 $414, 140,125
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Each share of applicant's stock has.a par value of $25.
The 1;500,000 shares of 4.80% redecemadle first preferrcd stock whicﬁ

‘applicant ﬁow proposes to issue are a2 part of the unclassified
(3;615;175) authoriéed shares referred t¢o in the preceding state-

nent.

As of Dceember 31, 1949, applicant had outstanding‘in the .
hands of the public $546,467;50d‘aggregate principalfamount of. bonds,
segregated as follows: '

- | smount
LClass of Bonds | - ‘ ' Qutstanding

San Joaquin Light and Power Corporation
Unifying and Refunding Mortgage, 6%
Series B Bonds, due March 1, 19;2 . ;
(avsumed by applicant) $ 7,690,500

Pacific Gas and Electric Conpany
Tirst and Rerunding-Mbrtgage Bqnds:

Bonds due June 1, 1966 927,000
Bonds due December 1, 1970 13, 669 000
Bonds due June 1, 1971 . 2’ 839 000
Bonds due June l 1974 109,598 000
Bonds due Decenbor 1, 1979 78,500,000
Bonds due December 1, 1977 ' 48 182 000
Bonds due December 1, 1975 11,800,000
3/A7 Bonds due June 1, 1981 24,583,000
8% Bonds due Decembe* L, 1980 | 71,034,000
-1/8% Bonds due June 1, 1982 ) : 73 009, OOO\
Bonds due June 1, 1983 73,645,

Total $§é6!é67!209;
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Pursuent to the terms of the credit agreenents exccuted
unéer the authority zranted by said Deeision No. 41245, apnlicanz
had outstunding on December 31, 1949, £16,000,000 facevamount Qf |
notée 1% has ‘given notice %o membefo of the credit agreemehts“thqt'
on Janugry 9, 1950, it will borrdw an additional $12 000,000. fhe:
crca;t agreemcnte now provmd;ng for a tot_l c*edi of ¢48,000,000\ 
exbirc on March l, 1950. -

} Exnidit B on file in this cpplication shows that as of
October 21, 1949, applicant expernded for additions to md
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improvemcnxs to its plants, properties and facilities the sum of
$227,149,535. 95, which sum it had not ovtained from the issue of
stock, and bonds. The testimony shows that its uncxpended balances
of General Manager authorizations for capital additions and improve-
ments of its properties in progress of construction at October 2%,
"1949, amounted to- $l95 300, 329 90,_gegregatcd as follcws-i

‘Electric 6129,095,427 59

Gas : ' - 65,244,,229.49 -

Water . 167,885.93"

Steam sales 130 282.65 -

Non-operative - 4 542.00°
Common utility : 6571962 24;

Total = oo 2 . ok*

The tes timony further shows that app’icant'e current

monthly expenditures for capital additions and imp:ovcments average
from $15,000,000 to $16,000,000.. -

Applicant's capitalization ratios as of Novembér 30, l§49,
and such ratios on a pro forma basis assuming that sald $37 500, 000
of 4. 80% rcdecmable first preferrcd stock had been outstdnding, are
as follows:  ("O0O" omitted)

Aetusl Nov.30,1949 ‘ Pro Forma
Ttem Amount Percent Amount Percent -

Bonds & 546,723 53.2 & 546,727  51.4

~ Preferred stock : 207,121  20.2 244,621 2,.0
Common. equity: . .
Common stock 207,020 20.2 207.020Y 19.5
Surplus 65,432 6.% 65,482 6 1
- Sub-total 272,502 _26. 272,502 25-31

Total $1,026,346 1000 §1,063.846° 100.0
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_ There %s no doubt but that applicant has need for the pro-
ceeds waich it will obtain from the sale of said $37,500,000 par =
value of preferred stock to pay indebtedness aﬁd-to carry forward
its construction piogram'generally described in Exhibit élon :ilg
in this application. H |

Applicant asks the Commission to exempt the’issueénd
sale of caid 1;500,000 shares of 4.30% redeemabie first preferred
stock from the provisions of the competitive bidding mle contained
in Decision No. 38614, dated Jamuary 15, 1946. E. J. Beckett,
applicant's treasurer, testi:ied'in support of the exemption. It
is his opinion that applicant?s préferred stock, because of‘ﬁhe |
recent icsues and the large amount outstanding,'has np.scafcity
value, that large preferred stock issues'involve substantiai-market
risﬁs and must be'éold-tblmany types of investors, that advance
market-preparation,is~essential to the successful sale of sald
shares of stock, that a broad distribution of said shares ofﬂspock'
‘ is desirable, that applicant can exereise greater cbntrpl dvefﬁthe
coﬁmission_or fees paid to wnderwriters if shares are sold cﬁ:é
negotiated basis, and fhﬁt becauvse of applicant'’s need for funds
for construction purposesfthe successful sale of the“stock'is'
essential. | |

No onc¢ appeared at the hearing to protest the-granting;of

applicentts reguest. .

The testimony warrants the Commission to grant the
 exemption requested and to authorize applicant to lssue l,500,000
shares of 4.80% redéemable‘first preferred stock subject to the -

R provrsions of‘thislérder;
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In &ue time applicant will file with the Commission a
supplemental applxcatmon showing the price at which it propoees to

sell said shares of stock, and the price or prmcc 2t which sald
shares of stock may be redeemed.‘ |

I herevith subnit the following form of order.

QRRDER

The Commission having cohsidered the evidence subtmitted
at the hearing had on this application and 1t being of the opinion |
that the money, property or labor to be procured or paid for by the
1ssue of 1, 500 000 shares of 4.80% redeemablc first prcferred stock.
by Pacific Gas and Electric Company iu rea°onab1y required by
-appllcant for the_purposes,herein_stated, that such purposes. are nor,

ir whole or in part,'reasonably chargeable to operating expenses or

 to lncome, and that this application ehould be granted, qubject o

tae provisions of this order; therefore,
IT IS HEREBY ORDERED as follows:

1. The issue and sale of 1,500,000 sharcs of 4 80% re-
deemadle first preferred stock Py Pacific Gas and Electric Compway,,
provided it obtain° for said shares a price eatrsfactory to the
Commiu,ion, is cxcmpt rrom the provisiono of the order set forth in
Declsion No. 38614, datcd Janvary 15, 1946

2. Pacific Gas and Electric Company may issue and sell,__
after the effcctive date hcreof and on or before: February 15, 1950,,
, at a price fixcd by the Commission in a gupplemcntal order, 1 500,000
,harea of 4.80% redecmable first preferrcd stock.
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3. Pacific Gas and Eleetric Conmpany shall use the pro-

cecds derivod through the issue and sale of said 1,500 000 «hares ofn
4.80% redeemabdle £irst preferred stock to dis charge, in whole or in
part its obligations incurred under the terms of credit agreemente
executed by it pursuant to the autnorization contained in Dccioion
' No. 41245, dated February 24, 1948, to reinburee its treasury in
part on account of capital expenditurea made on or'prior to October
31, 1949; or to pay in part the cost of additions to, extens sons of;
and/or betterments ané improvemento to applicant's plants, oroperties
and facilities nade or to be made subsequent %o October 31, 1949, dnd‘
referred to in this application.

4. The authority herein granted to issue and sell said
l SO0,000 shares of 4.80% redeemable first preferred stock will
become effective when the Commission by supplemental order shall hcve
frxed the price at which said gharee of otock may be sold. ALl other
autnormty granted by this order is efreetive upon the dote hereof.

5. Within ninety (90) days after the issuc and sale of
said'l,SOO‘OOO sheres of 4 307 redeemable first preferred stock,
Pacific Gas and Electric Company shall £ile with the Commi sion a
report;ohowung the namep of the underwriters to whom said shares of
stock were sold;.the number of sheres of stock sold to eeeh wnder-
wr‘ter;-the consideration received for sald shares, and the purposcs
for which it expended the proceeds obtained from the iasue and sale

_of oaid-oharee of stock.'

- On or before June 30, 1950 Pacifzc Gas and Eleetric
Company shzll file with the Commission 2 report ohowing in detail
rts expense° incurred in conneetion with the issue and sale of sald-

1,500 000 shares of 4. 807 redeemuble first. preferred stock.
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The foregoing opinion and order arc hereby approved and

ordered filed as the opinion and order of the Public Utilitics

‘Commission of the State of California. |
Dated at San Francisco, Caliroznia, this Z "Hay
of .Ianuary, 1950. '
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