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Decision No. 4.54:14 

BEFORE ':'BE PUBLIC UTILITIES COMMISSION OF THE STA~E OF CALIFOP.NI,A 

In the Matter of the Application of 
PACIFIC GAS AND ELECTRIC COHP.AN7t" a 
corporation, for an order of the Public 
Utilitie: Co~~zsion of the St~te of 
California au~orizing applic~t, a~ong 
other things, to issue, sell, and deli­
ver shares of its common capital stock 
in the manner, to the amount" and for 
the purposes set forth herein; ~d re­
lieving Cl.ppliccnt of the n ecessi ty of 
complying ","1 th the rcq,uiremcnts of 
Section A, 1 of said Com!':lission T s 
G~~eral Order No. 24-A. 

) 
· · ) 
· · ) 
· · ) 
· · ) 
· · ) 
· · ) 
· --------_._-----------" 

Application 
No. ~2124 

Ral~h ~ DuVal ~d ~~chnr.d ~ Peterson, for ~pplicant; 
Dion R. Holm, City Attorney, and P~'ll ~ B~ck9 Chief 
Valuation o..."'ld R~te Engineer in the City Attomcyf s 
Office, tor the City of S~ Fr~1cisco, ir.terest~d 
party; John W. Collier, City Atto~cy, ~d toren,W. 
E~s!, ?~olic Utility Engineer, for tho City of Oakland, 
interested party. 

OPINION _ ..... -_ ........ -

Pa.cific Ga:> ~d El~ctric Company h~s filed this ~pplicatior. 

for nn order authorizing it to issuo,sell and doliver not exceeding 

1,419,562 sh:::.res of its common capitnl stock of the aggl"cgo.te PCI' 

value of not ~xceeding $35,489,050. 

Applic~t proposes to use the net proceeds from its shcres 

of stock to reimburse its tre~sury ~d to provide the cost or con­

structing ~dd1t1ons" betterments, extc:lsions .me. i!nprov~nents to its 

pl~ts, properties ~d f~cilities. It reports thnt ~S of November 30, 

1950" its capital expenditures for which 1th:::.d not been reimbursed 

through the issue of securities ,:tmounted to $233,343,832.39 one. tM..t 

the uncxpcnecd oo.lanccs of authoriz~tions ror co.p1t~1 o.ddit1ons .:Ind. 

lmp!"ove:nents in progress of construction aggregated $157,347,060.99, 
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segregatec to depar~ents az follows: 

Electric 
Go.s 
Water 
Stcem· S1l1es 
Other Physic~l Property 
Common Utility 

~otal 

$137~5S7,.338.53 
17,.562,416.70 

253~ 334 .. 7S· 
181,,174.86. 

5, .73;3:.81 
1,757.062.31 

1157.347 .060.92, 

Not all the construction jobs now in progress 'Will be com­

pleted this yec.r. Applic~t estimates that its e~cnditures fo·r 

capital purposes during the twelve months ending November 30, 1951, 

~ll cqu~l or exceed the sum of $130, 000,000 of which ~pproX1~tcly 

$75,000,000 mc.y be provided 'With fund$ now in its tre.:l.sury or to 

become available from inter.n~l sources, leaving approxim~tely 

$55,000,000 to be obtained from other ~ources •. 

The tostimony indicates mO.t npplicc.nt is of t..~e opinion it 

should uneertake thc's~lc of shares of common stock nt th1s time, 

rather than some other fo:-m of security, in order to improve its 

copital structure. In this connection, it reports its capital ratios 

e.s of.Docember 3l, 1950, ~d after giving effect to the proposed. 

issue, e.s follows: 

Bonds 
Preferred stock 
Equity capit~l 

Total 

Dec.31,1950 

53.0% 
20.9 
26.1 

100.0% 

I:.TO F9rmrt 

51.2% 
20~l . 
?S.7 

100.0% 

The record shows that applicrmt proposes to offer the 

1,419)562 shares of stock to the holders of the presently o~tstnnding 

sho:res of common stock of record o.t the close 0 f business on March 1:1,. 

1951, in proportion to the number of sho.res or com."Ilon stock then held, 

bcine ~ t the reo te 0 r 0 ne n ow sho.re for eo.ch seven n ow held; th:-. t 1 t 

plans to issue trmsfcro.blc warr~ts on or before Mc.rch 19, 1951,. 

cvidcnc~g rights to subscribe for the ~dd1tional sh~res, which rights 

shall cxpir0 at the close of bUSiness on April 4, 1951; D."'ld th~t it 
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will issue and sell its sh~res upon sub~cript1on znd pey,ment of the 

pu:rch~se p rice in accordance Vi th the te:rm.s of such ~rre.nts. In 

order to in:mre the sale of e.ll the shares of stock" the company'in­

tends to enter into an underwriting ~groement for the scle to undor­

writers of the sh~3:'es not subscribec. :md paid for pu:rS'U~.nt to the 

offering to the stockholders. 

The record shows that the proposed uneorwriting agreement 

contemplates thtlt the 'Und~rwritcrs will purchase so.1d unsubscribed 

:hares from o.pp11c~t ~t the sa~e price o.t w.nich'such sh~res first 

~rc offeree. to stockb.olders" nnd in addition 'Will ~o.y to app11c~nt an 

runount equivc.lent to 65% of the excess over such price at 'Which they 

tl.:lY dispose of such shares. If anY'Un.subscribed SMres shall l'em,(!in 

u.nsold 'by the underwri t¢':rs o.t th.e clos~ of 'business atter the expir~­

tion of 20 f'ull 'business days following the stockholders! subscription 

penod, :::uch chares sh~ll 'be o.ccmcc. to hc.ve been sold ~t the aver~ge 

sales price of app11cant Ts common stock on the New York Stock ExChange' 

on that day" or, if no shares arc traded on "that day" then c.t the 

c10zing bid price on such 0xch:mgc. As compensation to the uncler­

writers for their commitments and obligations, applic~~t 'Will pay to 

them the sum of :;5¢ a share for each of the 1,,419)562 shares plus·~ 

~ount equ~l to 50¢ a sh~re for each share up to a ~X1mum of 250,000 

shares (or such greater number of shares ~s may be deslgn~tod by 

applicant prior to th.e close of 'bu:::iness ':In April 3" .1951), acquired 

by the underwriters upon the exorcise of subscription 'W~rrantz pur­

chased by or ro~ th~ accounts of the underwriters. 

Applic~t h~:s filee with the Securi tics :md E:xchcnge COtl-. 

~ission ~ registration statement. While at this time 1t cont~T.pl~tcc 

tho zo.lo of.' its shOores of' stock at $31 0. share" it rc!,orts tho.t it" 

Will bo unoblc to dctermin~ the exo.ct pr1ce u.~til MarCh l3, 1951, when 

it hopes ~~~ statement ~ll 'become effective" ~e o.ccordingly it, seeks 
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at this time ~ preliminary order ~pproving the issue of said shares. 

In due course it will file a supplemental application showing ~~e 

price at which it propoz~s to dispose of its stock and will request 

3. l'ino.1 order in this proceeding. 

The issue or the shares of stock to applicant's stockholders 

pursu.~t to ~~eir preemptive rights is exempt rro~ the requirements, 

of the Commission 1 s competitive bidding rule. Applicznt asks that ~ 

order. exempting from such requirements the issue of the unzubscr1bed 

shz.res be mz.de c.t this ti.-ne. The nu.-noer or such shares to be zold to 

underwri tors is inderini te, or course, d,ue to the offering first to 

be made to the pres¢nt ztockholders. 

It clearly appears that o.pplicon~ Will hav'e need for the 

~rocceds fro~ its sh~res or stock to enable it to proceee with its 

construction progr~, ~d that und~~ the conditions surrounding this 

particular proposf~d issue, e.s set forth in the record in this pro­

ceeding, the Commission is 'WarrDnted 1n cXer.lpting the issue of s:;,.id 

share3 of stoCk~ ~~ re~uestod, from ~~e requ1r~c~t~ of it~ competi­

tive bidding rule. 

Applicantfs presently outst~ding sh~rcs of common stock 

o.re o-wned by more t."'on 93,700 stoclr.holdcrs. It is un,:;"ble at thi!: 

time to st~te how m~y of scid stocY.holders will exercise the ~b­

scription rights to be gr~tod to them. It believos, however, t~t 

thc:y ~1.11 be eXE:rcised by such a large nW/lb.er a.s will warrtlnt it to 

~sk relief from filing with the Co~~1ssion a report re~uired by ~e 

CommissionTs General Oreer No. 24-A, which, among other t.~ings, cells 

for the n~.:ne of eD.ch pu.:rchazer of stock. Applic~t iolill keep" in its 

office, ~s a per.manent record, a full ~e com~lete r~cord ~th 

respect to the subscriptions for sh:lres of its COIn.'1'I.on stock Ole: cer­

tiric~tcs to b~ is~ed. Following the closing date for the exercise 
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by th~ stoc~~oldcrs of their rights to subsc~ibe for additional s~res 

t;)f common stock, a.pp11co...¥'J.t propozez to make c. et:!t:::.11ed analysis of 

the ~~tir~ tr~s~ction an' to submit a copy thereof to the Commission. 

The Co~~~ssion will accept such ~~nlysis in lieu of ~ 

report, or reports, uneer General Order No. 24-A. 

A public hearing h~ving been hel':' in this :"..,'ltter end. th.e 

Coromission having considered tho cvidencG' submitted ~.ne being of the 

vpinion that th~ :iloney" property or lo.'bor to be procured 0 r po.1d for 

by the issue of 1,,419,562 sho.ros of co:n.'1lon stock by Pacific Gc.z mld 

Electric Co~~~y is reasonably required by it for the purposes 

specified herein; that such purposos arc not, in 'Whol~ or in p<;lrt" 

roasonably c,.."'largeable to operating expenses 01" to income-; and tha.t 

this application should 'be granted, suoject to th~ provisions of this 

orC~r; therefore, 

Il IS ? EREBY ORDERED ~s follows: 

1. Pacific Gas and Electric Comp~y, after the effective 

date h~reof :me on or before Dece:r..ber 3l, 1951, :lAY issue, sell and 

deliver, -upon subscription pursuont to rights evidenced 'by trons­

ferao1e warr~ts to be i~sued to the holders or recor~ of its co~~on ' 

stock at the close of business on M~rch 13, 1951, not exceeding 

1,419,562 th~rec of' its co~~on stock at such price ~s tho Commission 

hereafter mey fix in c supp1ement~1 order in this proceed1ng~ 

2. Pacific Gas nnd ElectriC Comp~y, after the ~frcctiv¢ 

c~te hereof ~cl on or before December 31, 1951, Tr'-r'lY issue ~d sell to 

\lIldel"'W'l'i tors such of Solie. 1,419" 562 shar~s of cOn".mon stock r'.5' l'lav~ 

not been subscribed t.Jnd paid for pursuant to the of!erine to 
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o.pplicont t z stockholders, such unsu'bscri bed sha.res, to 'be sold ~t such 

pric~ as the Co!nIllission hereafter may fix in Do supplemental oreer in 

this proceeding. The issue "f said shares of s,tock is hereby cxomptcd 

from tho requir~ents of the CommissionTs competitive bidding rul¢ set' 

forth in Decision No .. 38614, dated Jonuary 15, 1946, provided D.ppli­

c~t obtai~s for :aid shares a price satisf2ctoryto the Commission. 

3. Pacific Gas :::ndt Electric Compnny :h:;.ll use th~ net 

proceeds to be received froln. the issue ~d s<!le of sa.id 1,419,562 

shares of cO::l1'llon steck to reimbur~e i ts tret~sury in part on ~CCO\lnt 

of c~pito.1 expenditures m~de on or prior to November ;0, 1950, :md/or 

to pay in part the cost of additions, extensions, 'bett~r.ments or 

iI."lprovements to its pla."'lts, properties c.ncl fac11i tics DlZ'.de 0 r to be 

~ade subse~uont to Nov~ber 30, 1950 .. 

4. The authority herein granted to 1s$Ue ::ine sell said 

1,419,562 ~~ares of common stock ~ll become effective when the Com­

~ssion by a su~pl~ental order shall h~ve fixed the·price nt ~ieh 

sa.id sh2.X'es or st~ck may be sold. All ot:ncr o.uthori ty grtlnted by 

this order is effective upon the d:!t~ hereof. 

5. Pacific Gas ~d Elcct~ic Company sh~ll, within ~ix (6) 

r:onths o.fter the issue, sale and <ieliv~ry of ~~.id ~hares of stock or 

~y pClrt t.."lereof, file with tho COlll."Ilission a copy of the c.n:llysis 

rcferree to in the preceding opinion in licu of a r~port under General 

O:r<!e:- No. 2k-A, together with :l statel':lent sho'W"lng the n'Ul'llbcr of sh.a.res 

sold to unc.erwri tel's, and the exponses incurred 'by applic~t in 

connection with 'the issue ond sale or s~.id 1,419,562 shares of stOCk •. 

Dat~~ at S~ Fr~cisco, California, this 

March, 1951. 
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