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Decision No. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CJJ.IFOBNI.A 

) In the matter of tho Application of 
Califor.nia Electric Power Company, a . 
corporation, for an order exempting ) 
from the competitive bidding rule in : 
Decision No. 38614 and authorizing the ) 
issuance and sale of 180,,000 sha.res : 
of its common stock. ) 
- ... --~--- .... - ..... - .. -------- . . 

Application 
No. 31271 

' ..... , 
l/ /t /."~, 

fJ.!J/A'~' " .;.' ....... 
.Ii!., 

Donald :L- Cannan 
for applicant. 
J..:- C. Greene. 

Vi,' ~ I ' 

," I,j~" 
~·I .. ~'f 

and Fred Oldendorf, ~., fj/-J!i// 
O'Melveny & Myers, ·by ~q~ 

QE.IN.IQ,1i 

California Electric Power Company, appllc~t herein, is a 

'corporation org~ized under the laws of the State of Delaware and 

engaged in ,generating, transmitting and distributing electric energy 

in oortions of the States of California ~d'Nevada, in manufactu~ing 
~ , 

~d selling icc in Riverside Dnd Imperial Counties in CaliforniaJ and 

in holding the stock of Interstate Telegraph Company, a corporation 
engaged in the telephone bus1ness in California and Nev~ea. In this 

ap:p11cat:I.on it seeks an order authoriz:tng it to izsuc ~d.. sell 

180,000 shares of co~~on stock ~d exem~ting such issue ~d sale from 

the CODl.'t'ission's COlllpct1t1ve bidding rule set forth in Decision No. 

38614, ds.ted J'anu~.ry 15, 1946. 

'n' .. t? r~corc1. indico.tes th~ t applicant has fin3nced its con­

struction costs, in part, through the issue of bonds, shares of pre­

ferred stocl< of several series, and shares of common stock. It~ 

latest annual report filed with the Commi5sion shows the various 

classes or 1 ts outstanding securities as of Dec,ember .31, 1949, and 
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the amounts of each, as follows: , 

First mortgage bonds, 
Preferred stock -

$3.00 cumulative 
2.50 cumulative 

Preference stock -
5i% convertible 
5.6% convertible 

COlU."C.on stock 

3%, due 1976-78 

$5,248,,150 
'3,000,000 

1,485,760 . 
1,758,660 

·e 

$21,500,000 

8,,248,,150 

, ),244,420 , 
8,239,,541 

The outstanding cornmon stock consists of 1,,409, 701 shares 

of the par valu~ of $1 each and with a reported book value of approx­

im~tely $7.75. Dividends have been paid on the outstanding sheres, 

during the last few years, at the rate of $.60 a ye~r per share. 

Applicant states th~,t 1 t has need of additional .funds from 

the sale or securities to 'enable it to proceed 'With 1 ts constr'uction . 
program to meet demands for service. Its estimated expenditures 

during 1950 and 1951 are reported" in S'1.JIMlary form, as follows: 

Electric 
Production 
Trc.ns::nission 
Distribution 
Genernl 

Total electric' 
Telephone 
Ice 

Totals 

1950 

t, 385,,000 
265,000 

3,318,,000 
289.QOO 

4,257,000 
617,000 
79,000', 

$4.953,,000 

1921 " 

$ 230,000, 
150,,000 " 

1,,970,000 
120:,009· 

2, 500;:000: . 
450000: ' , ,. " 

20.000: 

£2.,OQO~OQQ, 

It appe~rs from the test1mony offered at the public 'hearing 

held in this mz.tter th;;..t a substantial portion of these reqUirements 

'Will be financed With cash on hand and With eurn.ing~ from operations" 

.but that approxir:lately S·.3,500,000 must be obtained from outside 

source~. At this time" applic~t contemplates obtaining approxi­

m~tely $1,500,000 from the s~le of shares of its co~~on stock, with 

u later issue of $2,000,000 of bonds. In the meantime 1 it hus 
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arr:.:.nged a line of credit ,.,i th Bank of .America Na tionDol Trust and 

SaVings Association in the amount of $2 , 000 , 000, to be rep~esented • 

by ~~ort-tcrm unsecured 2% notes, none of which have been issued or 

will be issued, according to the testimony, 11' sufficient money is 

obtc:..ined by permanent financing.' 

Applic~t desires to i~sue sh~rcs of common stock at this 

time 1 L~steDod of some other form of security, in order to improve 

its c;;.pi tal structure and to tcl<0 advcmt~gc of preva.iling market 

conditions. It seeks to dispose of i ts sh~.re5 of stock by means of D, 

negotis,ted undcrwri ting, rather than at cornpeti tive bidding, for 

the reason that in its opinion the size of the issue 1s not 

sufficiently large to induce prospective underwriters to take the 

time' or to incur the expense nccessal~Y to enter bids, that accord ... 

ingly more favorable torms can be obtained with a negotiated sale, 

~d that a l~rger distribution in California can be ,expected with a 

negotiated sale of the shares of stock to California underwri tors.' 

It presented testimony showing that at present about 38% of its 

out:~til."'l.ding shares of stock, of all classes" is h~ld in this sUlte, 

but that the proportion so held is increasing and that it feels it 

is ~ its interest to encourage additional holdings in California. 

A preliminary order will be entered at this time author­

iz1:o.g the issue ~d sale of tl'lC sho."res of stocl~" 0.5 proposed, and 

exe:mpting the some from the competitive bidding rule. At a luter 

date, <lpplicant 'Will file 'With the Commission i'or its spprova.l an 

appropriate suppla~ental application setting forth the terms and 

conditions under whj,ch it proposes to sell such sho,res of stock. 

tT),:)on receipt of such suppl~mcntal application, the Corn.."TI.1ssion will 

gj.v·c furth~r consid0rz,tion to this matter. 
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o R D E R --------

A public hearing having been had on the above ~titled 

matter, the Commission having considered the evidence submitted and 

being of the opinion that t..'l-J.e money.., property or labor to be procured 

or paid for through the 1s sue and s~.le of 180.., 000 shares of common 

stock is reasonably required by C::lifornia Electr,ic Power COm!)MY· 

for the purposes specified herein.., th~t such purposes are not.., in. 

whole or in part.., reasonably chargeable to operating expenses or to 

income, 'and that the applic;;:.tion should 'be granted.., subject to the 
provisions of this order; therefore, 

IT IS HEREBY ORDERED as follows: 

1. The issue and sale of 180,000 shares of common stock 

by California Electric Power Company.., provided it obtains for said 

shares a price satisfactory to the Commission.., is hereby e7.empted 

from the Conrnnssionts cOmpetitive bidding rule 'set forth in Decision 

No. 38614.., di?ted Janua!'y 15 .. 19~.6. 

2. California Electric Power Company.., after the effec.tivo 

date hereof and on or before July 31, 1950, may issue and sell said 

180,000 snzres of common stock at a price to be fixed by the Commis-

sion in a supp1e~ental order in this p~oceeding. 

3. The authority herein grant~d to issue and sell said 

180,000 s~res of co~~on stock will become Gffcct1ve when the Com­

mission by s~1d supplemental order has fixed t~e price at which s~id 
" 

sh~res may be sold. All other authority granted by thfs order is 

cffecti ve upon the date hereof. 

4. California Electric Power CompanY,shall use th~ pro­

ceeds to be received through the issuc'~nd sale of said shares of 
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common stock to finance in part its estimated construction expendi­

tures referred to in this proceeding Dlld to paY' expenses incident 

to the issue ~d sale. 

5. Yithin ninety (90) d~ys after the issue snd sale of 

said shares of stock, California El~ctr1c Power Company shall fil~ 

with the Co~n1zsion two (2) 'copies of its prospectus and a report . 

showing the nruncs of those to w!:om s~id shares 'Were sold, the 

number of sharcz sold to e~ch, the consideration received, the 

expenses incident to the issue :;md the account, or accounts,' to 

which ~'Uch expenses were chD.rg~d. 
-:;irJ. 

Dated at San Froncisco, California, this gJ-- day of 

April, 1950. 
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