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COl~!SSION OF THE STATZOF.CALI ~ o:PJ'i~ 3EFOP~ TEE PUBLIC UTILITIES 

In the M:il.t'ter c'i: th~ Application of' ) 
PACIFIC GAS Ah'; ELECTRIC COMP~~y~ a COt- : 
poration, for an order of the Puolic ) 
Utilit1~s Co~~ss1on of the State of : 
Califor.n1a authorizing applicant, among ) 
other things, to i$$ue, sell, ~d deliver : 
Shares of its co~~on c~pital ctock ~ the ) 
m~cr, to the amount, and for the purposes : 
set forth hereL~; and relieving applic~t ) 
of the necessity o! complYing with the rc- . 
~uirements of Section A, 1 of s~id Commis- ) 
SiOl'lTS Gcnc:-al Order No. 24-A. : 

" ) 
--~-----------------~--

App1icQ.tion 
No. 31016 

Robert H. Gerdes; L !L.. DuV~l and Frp de1"1d: L.. Se.?rls, 
for applica.."'lt; ~ B.:. Holm. City Attorney, ~d, 
Paul ~ G~9k. Chief Valuatlon ~~d Rate Eng1neerin 
thc City Atto:'ney's Office, for the City of San 
Fr~cisco, intc.rested party. 

In this application, Pacific Gas and Electric Company 

reque:ts an order of the Co~~ission authorizing it to issue and 

sell not exceeding 1" 656, 156 share!:; o·f its com.-non stock of: the 

aggregate par value o~ $41,,403,900. Subject to receiVing per­

::ussion i'ro:.n. t.":i.e CotU'lission, 1 t proposes first to o:f'i'ers:;.icl sh<lres 

of stock, at such 'Price as her(:after may be deterrr.1ned, to the 

holders of its presently outsts.nciing shares of stock and there­

after to sell to u.."lderwri tel's, at the ~x.':le price, such of said . 
1,656,,156 shares as hav~ r ... ot been subscribed. by such stocl<holders. 

It asks the Cormr.ission to exempt from. the r~q,uirements of its 'com- . 

:pctitive 'bidding ru,lc the issue of such ~h~resas may not have been 

subscribec:l. 'by 1 ts stocl'_1.older$. 
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A .public hearing on thiz matter was h~ld on March 1, 1950.-
I· 

No protest 'Was received at the hc".ring to the gr~ting of the 

application. 

AppliC.!ll"l.t desires to use the proceeds to 'be recei vcdfrom· 

the issue of said shares ot'stock to' reimburse its treasury in part 

on account of capital expenditures l'IUlde on or p::-ior to Novcmber.30, 

1949, a.~d/o!' .to pay :in part the cost of a.dditions, extenSions, 

betterments or improvements made or to be m~de subsequent 'to tha.t ' . 

d~te. It reports its unreimbursed capital ~xpenditures as of 

November 30, 1949,. Qt ~;242,826,598.59, of which $;9,$25,000 sub­

sequentlY,has been permanently financed .'Wi th th~ proceeds from the. 

sale or $37,500,000 PSI' value of preferred stock whic~ was sold in 

Febnw.ry, 1950, leaving a b~.lonee of expenditures of $20),;301,593.,59' 

which has been provid.ed prima.rily by earnings m'ld. for Which t.""¢ 

comp~y has not been reimbursed through the issue of ~ecurities. 

Iri addition to the unrcimbursed·cxpenditurcs;ap:plicMt 

reports the unoxpended balance of its General Manag.er T s au thor1za­

tions for cap1 tal addi t10ns and improvelnents to its properties. iI~ 

progress or construction as of November 30, 1949, at $l82, 143,)854~ 02, 

segreg~ted as follows: 

Electric 
Gas 
Watcr 
Steam Sales 
Other PhYSical Property 
Common Ut11;ty 

Total 

$119,881,.009.58 
61,274,485.:95 

289, 055·~89· 
74,1;3.6 •. 72 
'2:,8'8'8',~'42 . 

6'-2 ,277.46 
. ", ~ 

W18? .. ,.lQ ,8·2LJ..~Q? 

The record indic~tes th~t app1ic~t, 1n f1n~cing1ts. 

ca.pital reqUirements, is of the opinion t.1-J.at it should 1mdcrt6.kc the 

s.::.le 0 r corz.on stock at this time in order to improv~. its cat:>i t~l 
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structure. In Exhi b1 t 6 1 t reports its cap1 t.;.l ra tios ~s of Decem­

ber 31,7 1949, ~d ~.fte:r giving effect to· the preferred stocl" issued 

in Fcb!'Ur:l.ry, 1950}' and to the proposed issue' of com.."Tlon stoel"" .:' .. 5 

follows: 

Bonds 
Pre:f'erred stock 
Co:n.."llon eC!.ui ty 

Dec. 31 , 19/t.2, Pro Fo:rmn.· 

'54.5% 
20.6 
24.9 

l.Q.Q.Q% 

50.0~ 
22.4 
27.6. 

19.Q.:.Q% 

~ith the resultant capit~l structure follo~ng ~~e pro­

po:;ed issue of common :;tock, it is believed by applicant that it, 

should be in ~ position o.t a le.ter date to· acco:np11shadditional 

debt financing under reason30le terms should that become ncees~ary 

or desirable. 

The testimony in th.is m:::.tter indicates tb.\iJ.t tentatively 

applicant is considering the offer of ~~e 1,656,156 shares of 

CODl."llon stock to the holders of its prccently outst.;mc3.ing $h:lrcs' of . 

co~~on stock of record at the close of busine:s'on~rch 1~, ·1950, 

at a price of $30 .:. !:harc, b~ing at the r::~te ·of.' ~ne now sl:'~re for 

each five presently o'Utstmld1ng, the subscription period for s tock-

holders to extend from Harch 20, 19'50, to April 5, 1950~ In order 

to insure the 50.10 of the entire Ol':lount j.t proposes" ·subject .to 

receiving o.uthoriz~tion from the: Co=un.iss1on, to ent~r into on· unclcI'-
"-

writing agreement for the s~lc to a syndicate .to b~ headed by B1~J1 
. . 

&Co.,7 Inc. of the shcresnot, subscribed or p~id tor by it!: stock-

holders. 

The record shows that the proposed underwriting agrf.')cmcnt 

contc::nplD.tcs th~t the underwriters will ~urc!lase said unsubscrib~d 

shsrc!: from o.pplic~t ~t the Silme· price at :which such shp..r(!s l'il'st ' 
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are offered to stockholders~ Md in addition 'Will pay to ~,pplico.nt 

c:n 3.."D.ount equi vs,lent to 65% of the excess ov€:r such price c.t which 

they moy dispose of such sh~r~s. If any unsubscribed sh~res shall 
, 

rel1l2in unsold by the underwriters c.t tho close or business ~rtcr' the 

expiration of 20 full business d~ys following the stoc~~oldersf sub­

scription period) such shares sh~ll be deomed to have been sold at 

the average sales price of o.pplic~t's common ctock on the New 'York 

Stock Exch::ngc on th::::.t duy~ or, if no sh.:lres arc traded on that day, 

then~t the clOSing bid price on such exchange. As compcns~t10n to 

the unc.erwritcrs for their COnl..":li t!'llcnts and oblige.tions, ~l'plic:mt 

will pay to them the sum of 50¢ a share for each of the 1,656,156 

shares. 

Applic':lnt has filed With the S~euri tics ~d Exch.:m,sc Com­

mission a registration statement. It reports thc.t it is unable to 

determine the ex~ct price for the sale of 1 ts sheres of stOCK to- the 

underwriters or to the stockhold<::rs until r-!arch,14) 1950, when- it 

hopes the :;tat0J11ent will becoIlle effectivc, and a,ceordingly it seeks 

~t this time ~ prelimin~ry order ~ppro~lng the issue of s~id sheres) 

together 'Wi th the exemption from competi t1 VI;.' bidding to which rei'er-, 

encc has been m~dc. In due course it will file a supplemcntcl 

:l.pplic~,tion sho'W'i."'lg the price ~t which it proposes to dispose of its 

stock Dnd ""'''ill rco..uest Zl fino.l order 5.n this proceeding. 

The issue of the shares of stoc~ to ~pplic~tTs stock­

holders pursumlt to their precmptiJe rights is ex~m:pt from the· 

requ1rements of the Cornrnission's, comp,ctitive bidding ~le. Ap,li­

ccntllsks that ;m. order exe:npting from such requ.irer:len'ts the 1 SS".lO 

of the unsv.bscribed shares 'bo ~de' <It this' time. In ~upport of 

this re~uest, e.Pl'lic2nt f s tre:.S'Urer pointed out that due to the 
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size' of the offering and the frectucncy with which offerings hilve 

been made to stockholders there rr..ay, snd in all probability' Will, be 

insufficient subsc:'ipt1ons by them. He testified that applicant 

has completed about two-,thirds 'of i tz post-war construction program, 

that it is necessary ror it to obtain funds, to complete the same, 

and tha.t it cannot .uffordto risk ~ un~uccessful ofrering of s:toek, . , 

considering its needs for capital :f\mds. He testified further t.."'lD.t 

the issue of the sha.res here conterlpl~ted reCJ.uire::: a ztrong nation­

wide group of underwriters, rather than sm~.ller groups that might be 

fomed should competitive bidding b,e ordel'cd; and th~t' in his 

opinion s[ll~s effort and a.dv.mce market preparation ond organization 

arc ess~~tial for the successful sale'of stock. It should be noted 
, ' 

also t.~o.t the, nu.'Uoer or shares to be sold to undcrwri t~rs is 

indefini te at this 'time due to the o·ffer first to be ~de to, the 

stockholders·. 

Under the conditions surrounding this parti~~lar proposed 

issue :'5 set forth in the re~ord 1n this proceec.1.."'lg, 1 t appeo.rs tl~~t ,j' 
the Commission is warranted ~ exempting the issue of said shares of 

stock, as reClucsted, from the rcquiremonts of its cOl'!lpeti ti ve bidding 

rule. 
, . 

App11c~tt$,presently outst~ding sh~rcs of common stock 

are owned by 85,608 stockholders. It is un.lblc . .at' this time to 

state how :n.ony-of said stocl!'.holders will ex~rcis~ the su~cription 

rights to be granted to them. It:believes, however, that they 'Will 

be exe:r'cised by such a l~rge number as ·will WClrr"nt it to ask 

relief from filing with the Commission a. report required by the Com­

mission's Gc:ne:-ol Oro.er No. 24-A, which, among other things, calls, 

t.or the na."n~ of ec.ch .purcha.scr of stock. Applicant w:tll, keep in its 

office, as a pe~ent record, a, i'.lll and complete record With .. 
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'respect to the subscriptions for shares of its co~~on stock and . 

certi!icatcs to 'be issued. FolloWing the closing date for th~'cxcl'­

eise by its stockholders of t:"lei!' ~ights to subscribe for actdi tional 

shares of common stock, it proposes to make ~ deteiled a:n:!lysis of 

the entire tr~sact:i.on for the purpoze of detel"!:lining.·" ~ong. oth~.l' 

thines,) the tot~l number of com."non stoclr.hold(.!rs who exercised. their', 

su.bscription . rights., ~s well ~,S the number r.nd percentages of such 
. . . 

:tockholdcrs having v:.rious size: of holdings who exercised' t.."'cir:~ 
, . 

zubscr1ption rights. The CommiSSion 'Will, in lieu of c:report under 

its General Order No. 24-A, !'Elceive.such report. 

The COnl.llission hc.ving conSidered t..~c cVid~ce subr.littcd 

~t the hearing hud on' this application and being of the opinion that 

the' money" property or labor to be procured or p~id for by the issue 

of 1" 656,156 sl:'lares of com.'non s'Cocl( by Pacific Gas omd El'3ctr1c 

Company is rcason~bly required by it for the purposes' specified here­

in, that such·purposes arenot;r in 'Whole or 1D.·p~rt, reasonobly 
. . , 

chargeable to OpCl"~ting expo~scs or to· income, ~d thD.tthis ~,plic~-

ticn should 1?e gr::mted, subject to the provisions of this· order; . 

therefor.e, 

IT IS HEREBY ORD~""'D as follows: 

1. ?<lcif:i.c Gas 4:.-."ld ElectricComp::my, after the effective 

d:~:te her~of,) m3.y' issue> sell ~d deli vcr not exceecli.."1g l,,656;r156 

shares o! its common stock to the holders of1'ts presently outst~e­

ing shc.res of CO:l.~on stock at such. price ~s t.."-le Commission hcr~~ftcr. 

may fix by a supplemental order in this proceeding. 
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2. Paci·i'ic G~.s and Electric Company, after thccfi'ective 

date hereof, may issue and sell to underwriters' such of said 

1,656,156 !::harcs of eOIn."'!lon stock as have not been subscribed. and pa.id 

for pursumlt to the offering to applicant f ,$ stockholders, such 'un':" , 
subscribed shares to be sold at :uch price as the Commission here-, . 

after may f'ix in :l supp1cm.enta1 order in this proceeding. The issue 

of said sr..a·res of stock is hereby exempted from the reqUirements of ., 
the CommissionTs competitive bidding rule set forth in Decision No. 

38614, dated January 1$, 1946, provided applic~t obtains for said 

shs.res Do price satis1"~ctory to the Commission. 

~. P<lc1fic G=,.S and Electric Comp;;my shall' usc the, proceeds 

to be received from the is:ueand s,ale of said 1,656,156 sh:tres 0 t' 
, . 

I 

CO!:lmon stock to reimburse its treasury in part on <lCCO\.U'lt of capit.t.l': 

expenditures mo.de on or prior to'Nov0:nber 30, 1949, ~d/or to pay in 

p~rt the cost of' additions, extenSions, bettemen.ts or improvemc:nts 

to its plants, p~o~orties and facilities made or to be roade subse-

quent,to November 30, 1949. 

4. The ~uthority herein gr~ted to issue ~d sell s~id 

1,656,156 sh~l'~S of c<?!!l."!lon stock 'W'111 ,become effective when the Com­

!T'..ission by a supp~c:nl.mt~l order shall hav~ fixed the price at· 'Which 

said sh~~es of stock may be sold. All other ~uthority granted by 

t..~is order is efft!cti V:C upon the date hereof.' 

5. P~cific Gas ~d Electric Comp~y sh?~l, Within six 

(6) months after the issue, sale and d~livery of said ,shar.es of 

stock or a.."I'J.Y part thereof, file with t."le COr:l..'I'Jlission ~ co·py of 'the' 

report referred to in the preceding opinion in lieu of a report 

under General Order No. 24-A, together with ~ statement showing,·the 

total number of sh~res sold to stockholders cnd,the·total·numbcr 

r 
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sold to underwriters ~d the consideration received by it. J:l; .. 
Dated at S<m Francisco, Califo:mic.?· thi~ 7 -d.?y 

ofX1:::.rch, 1950. 
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