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SEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE“OF;CALI:bRﬁE ’

In the Matter ¢f the Application of ,

PACIFIC GAS AND ZLECIRIC COMPANY, a cor-

poration, for an order of the Public

Utilities Commission of the State of

Califormia authorizing applicant, among

other things, to issue, sell, and deliver :

shares of its common capltal stock in the Application
manner, to the amount, and for the purposes No. 31016
set forth herein; and relieving applicant o
0f the necessity of complying with the re-

quirements of Section A, 1 of suid Comnis-

sion's General Order No. 24-A.

Robert H. Gerdes, B. W. DuVal and Frederick T. Searls,
for applicant; Dion R. Holm, City Attormey, anc
Pavl L. Begk, Chief Valuation and Rate Engineer in
the City Attomey's Office, for the City of San
Frenelsco, interested party.

QRINION

In this application, Pacific Gas and Electric Company
réque:ts an oxder of the Cbmmission authorizing 1t to issue'and
sell not exceeding 1,656,156 shares of its common stock of‘the
aggregaté par value of $41,403,900. Subject %o receiving per-
mission from the Cormission, 1t proposes first'to offer said shares
of stoék, at such price a#kmereafter may be determined, to the
holders of 4Lts piesently outstanding shares of stock and there-~
after to sell to undérwriters, at the same price, éuch df'said
1,656,156 shares as have not been subseribed by such stéckhoiders.
Tt asks the‘Commission to exémpt from,therequirements’of'i£5'éom;_
petitive bidding rule the lssue of such shares as may not have bcgn'
subseribed by its stockholders. | |
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A public hearing on this matter was held on March 1, 1950..
No protest was received at the hearing to the granting of the
application. |

Applicant deéires to use the proceeds to be received from.
the issue of said shares of-sfock‘tO'reimburse its treasury in part
on account of capital expgnditures made on or prior to November 30,
1949, and/or to pay in part the cost of édditions, éxtensions,'
betterments or Ilmprovements made or to be made subsequent o that '
date. It reports its unreimbufsed capital expenditures as of'
November 30, 1949, at‘$242,826,598.59, of which‘339;525,000 sub-
sequently has been permencntly financed with the proceeds from the
sale of $37,500,000 par value of preferred stock which‘ﬁas-sold'in
FTebruary, 1950, lecaving a bzlance of expénditurcs of $203,3Q1,593g593
which has been provided primarily by carnings and for which(ﬁhe

company has not been reimbursed through the issue'of"securitiég.

In addition.to the unrciﬁbursed-expenditufés;applicant‘
reports the unexpended balance of iﬁs-General Manager's authoiiza-
tions for capital additions and improvements to its propérties,in
progress of construction as of November 20, 1949, at $182,l43,854}02,
segregated as follows: o

Electric $119,381,009.58
Gas | 61,274,485.95
water ‘ _ 289,055.89
Steam Sales ‘ 74,,136.72
Other Physical Property 2,888.42
Cormon Utility 622,277.46

Total §182.143,854.02

The record indicates thet applicant, in financing,ifs,

capital requirements, is of the opinion that it should'undertdke‘thc

sele of common stock at this time in order to improve.itsvcepital
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structure. In Exhibit 6 it reports its capital ratios as of'Decémf

ber 3L, 1949, and after'giving effect to.the preferred stock issﬁed

in Febrvary, 1950, and to thc propobed issue of common stoek, as

follows: | ,‘ |
Dec.31,1949 Pro Forma

Bonds 7 54.5% 50.08

Preferred stock .6 R2eli
Common cquity 24.9 27.6

S ————

With the resultant capitdl structure followingAthe-proé_
posed lssue of cormon stock,'it is believcd by applicant that it
should be inm a pocition at a later date to-accomplishiadditioﬁal‘

. debt finencing uwnder reasonable terms shouid thatlbecome'necessary

or desirable.

The testimony in this metter iﬁdicates that tentatively
apﬁliéant.is.considering the offer of the 1,656,156 shares of
common Stock to the holders of its presently outstaﬁding shares of . °
common stock of record at the close of‘bﬁsiness'on'Mérch 144~l950,v‘
at a price of $30 & chare, being at the rate of one ncw share for'
cach five prosently outstanding, the subscription period for 5 tocK~
nolders to extend from March 20, 1950, to April 5, 1950; In order
to insure the salé\of the entire amount it proposes., -subjeet £o
receiving suthorization from the Commission, td enter into an under-
writing agreement for the sale to a syndicate to bgﬁheadod by Blyth'
& Co., Inc. of tﬁe shares not subseribed or paid for by its étoék—
holders.

The record shows that the proposed wnderwriting agrecment
contemplates that the underwriters will nurchese zaid unsubscribed

shares from applicant 2t the same’ price at which such shzres first .
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are offered to stockholders, and in a2ddition will pay tO'appliédnt‘
an anmownt equivalent to 65% of the excess overvsuch price at whiéh
éhey may éispose of guch chares. If any unsdbscribéd shares shall
remein unsold by the underwriters 2t the close bf‘busineésvaffer-thd
expiration of 20 full busineés days following the stockholders' sud-
seription period, such shares shall be deomed %o hafe bcén'éold at
the average sales price of applicant's common'stock on.thé:New York
Stock Exchonge on that day, or; if no shares are traded on thdt.day,
then ot the closing bid price on such exchenge. As compénsatiqn to
the underwriters for their commitmcnfs and obligations, applicént
will pay to them the sum of 50¢ 2 share for each of the 1,656;156

shares.

Applicont has filed with the Securities and Exchange Com-

mission a registration statement. It reports thet it 1s unable to 
determine the cxact price for the sale of 1ts shares of stock to-the
underwriters or to the stockholders uﬁtil‘March,la, 1950, when it
hopes the statemént will become effective, and accordingly i£ seeks
at this time 2 preliminary order upproving the lssue of said shareé,
togéther.with the exemption from éompetitive vidding %o which refer-
ence has been mede. In due course it will file a supplemental
application showing the price at-which it propoéos to*dispdse of its

stock and will request a final order in this proceeding.

The issuc of the shares of stock to applicant's stoék-
holders pursuanf to their preemptive rights is exempt from the
regulirements of the Cdmmission's‘competitive bidding rﬁie. Apnli-
cant acks that an order exempting fromlsﬁch requirenents the isSﬁé 3
of the unsubscribed shares be made at this time. In support of

this request, applicent's treasurer pointed out that duc to the

»
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size of the offering and the frequency with which offerings have
been made to stockholders there may, and in all probabmlmty will, de¢
insufficient subseriptions by them. He tcstlfled that applicant

nas completed about two-phirdsiof its post-war_construction'program,

that it is necessary for it to obtain funds ¢ o—completc the séme,

and thet it cammot afford to risk an wnsuccessful offcr;ng of stock,
considering its needs,for capital funds. He testmfiea further thot
the issue of the shares here contemplated requires a strong nation-
wide group of wnderwriters rather than smaller group“ that might ba
formed should competitive bxddzng be ordered, and thot' 1n his

opinion sales effort and advance market preparation and organi7ation
are. essential for the suecessiul saie'Bf'stock.‘ It should be notpd
also that the number of shares to b@ uold to underwriters is

definmte at this time due to the offer £irst to be mmdo %o the
stockholders. '

Under the conditiohsisurrounding this particular proposed
issue os set forth in the record in this proceeding, it appears that.
the Commission is warranted in exenmpting the issue of gcaid shares of
stocg, as requested, from the requirements of its competiti#e bidding

mle.

Applicantt's. presently outstanding shares of common stock
are owned by 85,608 stockholders. It is unable at this time to
state how many.of said stockholders will exercise thé subseription
rigats to be granted to them. It believes, however, that they will
be exozc;ged g eLch large number as'willlwarrant it~fo aék'
reliefl fron fillng with the Csmmission a, ieport requirea by the Com-
miésion's General Order No. 2A-A, which, among othcrthings;calls}"
Lfor thc name of cacn purchaser of stock. Applicant"will keep in its

'offmc;, 2s a permancnt record, 2 full and complcte rccord with
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‘respect to the subseriptions for shares of its common stock and .
certificates to ve issued. Following the cldsing‘date‘for thewéxer- 1
cise by its stockhiolders of their rights to subscribg for additiondl‘
shares of cormon stock, 1t pfoposes to meke 2 detailed anélysis of
the-entiré transaction for the purpoce of determining, among other
things, the total nnmber of common atockholdor who ererclaed thelr
sub°cr1pt;on rights, a8 wcll 28 the number and percent_ges of cuch
stockholders havxng v*rmouq sizez of hOldlnEu who exe*cised thcir
subseription rights. The Commisoion will, in lieu of report under

Lts General Order No. 24-A, receive such rebort.

QRZRER

The Commission noving consideréd the evidence submitted
2t the hearing had on'thisvapplication and being of the-opinion that
the‘money, property or labor to be prbcured or pa;dfor by the isbue
of 1,656,156 shares of common stock by °acifi¢'Gn° and‘Electvic
Company iz reasonadbly rcquircd by ;t for the purPoOsSes’ speciflcd hc*e-
in, that such purpoeco are not, in whole or in’ nurt, reasonubly “
chorgeable to operating exponscs or to income, ¢nd thot this pplléa;é
tien should be granted, subject to the provisions of tnisxordef;':
therefore, | '

IT IS ZEREBY ORDERED as follows:

l.v Pacific Gae and Electrxc Company, after the cffccuivc
date hereof, may issue, sell and delivc* not excceagng 1,656 156
shares of'its common stock to the holders of its prcscntly out,tand—
ing share of common °tock at such price ag the Comm;suion hereaf@er,f'

may fix by a supplemental order in this proceeding.
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2.‘ Pacific Gas and Eleetric Company, after the’éffecfive5
date hereof, may issue aﬁd sell to underwriters such of'said _
1,656,156 chares of common stock as have not been subscribed and paid
for pursuant to the offering to épplicanth-sfockholdé:é, such”un;,
subseribed shares to be sold at such price as the Commission‘he;e¥
after may fix in a supplemental order in this proceeéing. The i°3ue’
of said shares of stock is heredy exempted from the rcquiremen S of
the Commission’s competitive b;dding rule set forth in Dcci*ion No.
38614, dated January 15, 1946, provided applicant obtains for 5¢id |

shares & price satisfactory to the Commission.

3. Pacifie Gas and Electric Company ehall'ﬁsc thc procéeds_
to be received from tﬁe issue and gale of said 1,656, 156 shares of
common stock to reimburse its tr0¢°u“y in part on accoun* of capltul
expenditures made on or'prior to.November 30, 1949, and/or tp-pay in
part the cost of additions, extenszions, bettérments or imProveﬁenfs'
to its plants, properties and facilities made or %0 be made éubse-:'

quent to November 30; 1949;

be The auﬂnority herein granted to issue and uell uald
1,656,156 shares of common stock will become effective when thc Com-
mission by 2 supplementel order shall have fixed the price at'which\
sald shares of stock may be sold. All other uuthorxtj granted by

is order is effective upon the date hereof.

2eific Gas and Electric Comeny ,h.ll within aix
(6) months after the 1s"uc, sale and dnlxvery of s 1d ,harea of
stock or any part thcrcof, file with thc Cormission a copy of the
report referred to in the preceding oplnmon in lievw of 2 rcport
. uwnder Genergl Order No. 2L~A, together wi*h atencnt ahOWing the

total number of shares sold to c'‘c,<:>c':14:1'1c>21.c1<::'<' and. the'uotal numbc*
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s0ld to wnderwriters and the con ideration received by it.

Dated 2t San Francisco, Californiz, this _ 7 —day
of March, 1950. |

/ ‘ ssion r~'~'
B

. ) ’ | / l

Compizslonor 3’1“’7" ». B o ‘boing;

nocossarily abseat, A1l not: pa.r.,rcipato

in tho dispo.ition or 'r.his ;procood.ing. :




