
Decision No. 44762 

BEFORE TEE PUBLIC UTILITIES CO}~!ISSION OF THE ST~TE OF CALIFORNIA 

In the Matter of the Application of 
CALIFORl.~IA ELECTRIC' POi-lER Cm-1PANY 
u.~dcr Section 52 of the Public 

) 
. 
) 

Utilities Act. . 
----~~--~-~-~-~----) 

Application 
~ro. :31713 

Donald L Carman and ~ Oldendorf. Jr., 
for applicant; 0 t}felveny & 1J!yers, by J~mes .9.:
Greene. for the prospective purchaser. 

In this application, Ca11fornia Elec~cric Power COr.lpany 

seeks ~ order exempting from competitive bidding a proposed issue 

of 40~OOO shares of $2.50 Sinking Fund CUmulative Preferred Stock of 

the par value of $50 each, end of the aggreglilte par value of 

$2,000,000, and authorizing it to issue and sell said shares at par. 

The purpose of ~~e proposed issue is to finance in port 

the cost of a new 60,OOO-kilowatt stemfi pl~t to be built in the 

vicinity of the City of San Bernardino. It appe~rs from applic~tfs 

l~test ~U~ report on file with ~~e Commi$~1on that it obt~ins 

electric energy from ten hydroelectric plants it owns ~d operat~s, 

from a stea."1l plo;.."lt lOCi:;\ted <It San Bc:rnflrdino, ::md from two internal 

combustion pl~ts, ~s well as from hydroelectric f~cilities owned by 

the United States at Hoover D~, ~d, that in addition it purchases 

energy prim~rily from Southern California Edison Comp~y ~d the 

Department of Water and Power of the City of Los Angeles. It is 

reported that the additional energy from the proposed new plant Will 
.. 

be re~uired by ~pplic~t to meet incre~sed servlce dcmends resulting 

from ordL~~ry lo~d growth ~~d cxp~ding military inst~ll~tions ~nd 
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~lso to offset reductions in the ~ount of power which will be ~vail

~ble from Roover D~. ~d from the City of Los Angeles. 

The estimated cost of the new pl~t is reported ~t 

$8"080,8.4.5,, segreg,\ ted o.s follows: 

Lmld .:>.nd l'j.gh ts 
Structures and improvements 
Boiler pl~"l t equipm.ent 
Turbo-generator u.~its 
Accessory electric equipment 
Miscell~eous power pl~t equipment 
Field costs J including soil be~ring tests, 

permits ~~d tempor~ry roads, moving equip
ment .~d ~erso~Jlel, temporary construc
tion buildings and utilities, field 
office scl~r1es and supplies 

Office costs, including engineering, draft
ing ~d specification writing, general 
office salaries, telephone ~~d telegrcph, 
insur&'"lce 

Contractor's charges, including fee, 
~direct office costs, ~d use of 
construction equipment 

Snles t~.x 
Total contr~ct cost 

Overhe~d charges 
Interest during construction 

TotD.l cost 

$ 25,000 
446,302 

2,227,072 
2,652,914 

673,427 
55,693 

354,100 

336,700 

705,474 
·145.800 

$7,622,482 
228,,674 
229.6~ 

~S,080,$45 

It appe~rs th~t applic~t proposes to issue ~d sell 

volue of stock eovered by ~~G prosent app~icct~on~ to ~~n~nco the 

estim~ted cost of the new piont. ~pplic~t expects toeomply with 

the Commi~s1onrs competitlv~ bidding requirements insofar as the 
bonds ~d debentures ~rc concerned, ana here~rter Will rile ~ ~pp11-

cation for pcrrr.ission to issue them. At this time it intends to 

proceed With the 1zsuc and sale of t~e sh~res of preferred stock. 

It reports th~t such shares will h~ve a dividend r~tc cqu~l to 5% of 

the p~r v~lue per yecr, or $2.50 ~ sh~rc, and will enjoy preferences 

end rights subst~t1ally s1!:'.il:;~:- to th.oso of o.pplicc.nt' s presently 

outstanding shares of stock wit.h the ~ddition" however, of c sinking 

fund of 3% per ye~r of the initial iS$Ue, commencing the third yenr 
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A. 31713 }1Mt..T 

~fter th~ issue of the new shares of stock, to provide for their 

pn.yment. 

Applicant desires to sell ~~e new shares of stock on ~ 

negotiated b~sis. In ~~i~ conncction1 the record shows th~t appli

c~tTs officers ere of the opinion th~t a better price C~ be ob

tained if s~id shcres are sold on such a b~sis rather than ~t 

competitive bidding. The testimony shows that discussions h;;~vc been 

had wi'th. reprcsant~ti ves of four investnlent 'banking :firms locl~~1ng 

toward the private pl:lcement of the sh~ros of stocl~ with a small 

group of 1nsur~ncc companies, whicn discussions indic:;.te to ~pplictnt 

th:::.t it can dispo;:c of its sh::rcs of stoel: at po-%'.1 less a finder's 

fcc of 1% ;:nd the pay:n.cnt of f.ees and expenses of counsel for the 

purchaser .. !t D.ppe~rs ths.t t'. st.le on this 'basis would relieve 

applic~t of the cxpcns~ incident tc registering the issue with the 

Securities ~d Exchznge Commission. 

Applic.mt l'o:l.nts out that on ~ earlier occ~.sion" in 1947, 

it failed to receive bids for a proposed issue of shares of preferrce 

stock" ond that it now hesitotes to tuke th~ risk of recei"V'ing no 

bids or recc:i.. ving unso.tisf~ctory bidS, should 1 t offer i ts sh~,rc$ f01 

sale l:lt competitive: bidding. ApplicDnt asscrt$ th~.t tAo proposed 

issue is rc.l:::.ti vely small and not well Imown among insti tut10nal 

buyers" ~d it feols that the issue ~ould not h~ve ~ bro~Ct ~tercst 

among b~ing fir~s. Applic~~t is of tt~e opinion th~t the uncer

tainties which r..ight s'l:::,round <:J. sale at co~pet1tive bidding CnJ:l be 

overcome through negotietion, and the fin~cins of its proposed pl~t. 

more re~sonably ~ssured. 

The record in this proceeding w~rr:;trJ.ts the Com..~issioIl to 

make ~ order exempting ~~0 issue of the 5h~rcs of preferred stock 

from its co~pctit1ve bidding rule and authorizing the 1S~~0 ~d s~lc 

o.s requested. 
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A public hearing having been held on the· above entitled 

matter, and the Commission having considered the record in the pro

ceeding and being of the opinion that the app11cation shoul,d be 

granted, as herein provided; that the money, prop~rty or labor to be 

procured or paid for through the issue and sale of the stocl, herein 

author1zed is reasonably requ1red by app11cant for the purposes 

sp~cified herein; and that such purposes are not, 1n whole or in 

part, reasonably chargeable to operating expenses or to income; 

therefore, 

IT IS HE'Rl:.J3Y ORDERED as follows: 

1. The issue and sale of 40,000 shares of $2.50 Sinking 

Fund Cumulative Preferred Stock> of the par v&lue of $50 e~ch, by 

Californ1a Electric Power Company hereby is ~x~mpted from the Com

miss10n's compet1tive bidd1r.g rule set forth in Decision No. 38614, 

dated J~uary 15, 1946. 

2. Califomia Electric Power Company, after the el~fect1ve 

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

said 40,000 shnres of stock ~t r.ot less ~1~ $50 a Sh~re~ nnd usc 

the proceeds to pay the finder's fec and other expenses incident to 

the issue mAd so.lc of saiu shares, nnd to finance in part thE: cost 

of constructing the new stcnm pl~nt rc:f'erl"'ed to in this procc;:ed.1ng. 

3. Vithin thirty (30) days after the issue ond s~lc of 

S:ilid shares of stock" Co.liforni~ Electric Power Company sho.ll file 

'Wi th the Com..1lission a report showing the n~es of' those to whom SD.id 

shares were sold, the l'lumber of sb.~res sold to each, the considera

tion receiv~d, the expenses incident to the issue ond sue, CJld th0 . 
account, or accounts, to which suCh ~xp~scs were ch~rg0d~ and ~ 
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• A.3l7l3 MMW 

copy of the stock purChase agreement. 

4. The authority herein granted to issue and sell said 

shares of stock ~11 become effective when applicant has filed with 

the Commission a certified copy of the resolution of its boa,rd of 

directors creating the new series of $2.50 Sinking Fund Cum~~ative 

Preferred Stock. In other respects the' order is effective 1.:LpOn the 

date he·reof. 

'71/' 
Dated at San Francisco, California, this II - day of 

September, 1950. 
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Commissioners 


