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Decizion No. 45514

ZEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA‘

In the Matter of the Application of
PACIFIC GAS AND ELECTIRIC COMPANY, a
corporation, for an order ¢of the Public
Utilities Commission of the State of
California authorizing applicant, among
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; and re-
lieving opplicant of the necessity of
complying with the requirements of
Section A, 1 of said Commission's
General Order No. Z4-A.

Application
No. 32124
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Raloh W. DuVal and Richard H. Peterson, for applicant;
Dion R. Holm, City Attorney, and Paul L. EBegk, Chiefl
Valuation and Rate Engineer in the City Attorncy's
Office, for the City of San Fromeisco, interested
narty; John W. Collier, City Attorney, and Loren.W.
Enct, Public Utility Engincer, for the City of Caklandg,
interecsted party. :

QPINIO

Pacific Gas and Electric Company has filed this application
for an order authorizing it %o issuc,scll and deliver not excecding
1,419,562 chares of its common capital stock of the aggregate par
value of not exceeding $25,489,050.

Applicant proposcs to use the net proceeds from its shafes
of stock to reimburse its trecsury and to provide the cost of con-

structing 2dditions, betterments, extensions and improveaents to its

plants, properties and facilities. It reports that as of November 30,

1950, its capital expenditures for which it had not been reimbursed
through the issue of securitics omounted to $233,243,832.39 and that
the unexpended balances of authorizations for capital additions-and.

improvements in progress of construction aggregated $157,347,060.99,
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segregated to departments as follows:

Blectric : $137, 587 338.53
Gas

17 62,41.6.70
Water 2557430008

253 334.78
Stezm Sales 181,17/.86
Other Physieczl Propersy 5 733.81
Common Utility __l;ZiZ;Qéaall

Total ' - $157,.347,060. gg

Not all the construction Jjobs now in progress will be con-
pleted this year. Applicant estimates that its expcnditures for
capital purposes during the twelve months ending Novcrbcr 30, 19;1
will egqual or exceed the sum of $130,000,000 of which ~.pp:r'<:>:>c.'z.m,..tely
$75,000,000 may be prov;ded with funds now in its treasury or to
become availadble from internal sources, leaving zpproximately
$55,000,000 to be odtained from other sources.

The testimony indicates thot apﬁlicant is of the opinien it
should undertzite the szle of shares of common stock at this time,
rather than some other form of security, in orxder to-improve its
capital structure. In this comnection, it repérts its capital ratios

2s of December 21, 1950, and after giving effect to the proposed
xssue, as follows:

De¢. 21,1950 Pro Forma

Bonds 51.2%
Preferred stock : 20.%
Equity capital . 28.7

Total . 00.0

The record shows that applicont proposes to offer the
1,419,562 shares of stock to the holders of the presently outstanding
shares of common stock of record 2t the close of business on March 13,
1951, in propertion to the number of shares of common stock then held,
being 2t the rate of one new share for each seven now held; thot 1t
plans to dscsue transforabie warrants on or defore Mareh 19, 1951,
evidencing rights to subseride for the adéitional shafes, which rights
shall expire at tﬁe close of business on April 4, 1951; and that it
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will issue ané sell its shares upon subseription and peyment of the |
purchase price in accordance with the terms of such worrants. In
order to insure the sale of all the shares of stock, the company in-
tends to enter into an underwriting ecgroement for the scle fo- uncicr- ‘
writers of the shares not subscrived and paid for pursuant to the
offering to the sﬁockholders.

-

The record shows that the proposed underwriting agreemont
contemplates thot the underwriters will purchase sald unsubsceribed
shares from applicant at the same price at which such shares first

arc offered to stockholders, and in addition will pay to applicant an
anount equivalent to 657 of the excess over such price at which they
may dispose of such shares. If any unsubseribded shares shell remaing
wsold by the wderwriters ot the close of business after the explira-
tion of 20 full bdusiness days following the stoékholders’ subseription
poriod; such chares shall be deemed to have been sold at the average
sales price of applicant’s common stock on the New York Stoeck Exchange’
on that day, or, if no shares are traded on that day, then at the
closing bid price on such exchange. As compensation to the under~
writers for their commitments and obligaetions, applicant will pay to
them the sun of 35¢ a share for each of the 1,419,562 shares plus- an
amount equal to 50¢ 2 share for each share up to a maximum of 250,000
shares (or such greater number of shares as may be designated by'
upplicant prior to the close of business on April 3, 1951), acquired
by the underwriters upon the exerciéc of subsgeription warrants pur-

enased by or for the accounts of the wnderwriters.

Applicant hes filed with the Sccurities and Exchenge Com-
mission o registration statément. While at this time it contemplatbs
the sale of its shares of stock at $21 o share, it remorts thet it
will be unable to determine the exact price until Mareh 13, 1951, when

it hopes the statement will become effective, and accordinglj it sceeks
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at <his time z preliminary order approving the issue of said shares.
In due course it will file 2 supplemental application showing the
price at which it proposes to dlspose of its stock and will request
a final oxder in this proceeding.

The issue of the shares of stock to applicant's stockholders
pursuant to their preemptive rights is exempt from the requirements,
of the Commission’s competitive didding rule. Applicant asks that an
order. exempting from such requiremente the issue of the unsubseribed
chares be made ot this time. The number of such chares to be zold to
underwriters is indefinite, of course, due to the offering first to

be made to the present stockholders.

It clearly appears that opplicant will have need for the
nroceeds from its shares of stock to enable it te proceed with its
construction prog}am, and that wder the conditions surrounding this
particular propos«d issue, os set forth in the record in this pro-
cceding, the Commission is warranted in exempting the issue of said
shares of stock, 25 requested, from the requiremente of its competi-

tive bidding rule.

Appliéant‘s presently outstanding shares of common stock
are owned by more than 932,700 stockholders. It is uneble at this
time to state how many of saié stockholders will exercise the sub-
seription rights t¢ be granted to them. It believes, however, that
thcy will be exercised by‘such a large nweber as w1l warrant it to
ysk relief from filing with the Commission 2 report required by the
Commission's Generasl Order No. 24~A, which, among other things, éalls
for the nane of each purchacer of stock. Applicant w?ll keep in its
office, o5 a permament record, a full and complete record with.
respect to the subscriptions for shares of 1ts commonrstock and. cex—~

tificates o be icsued. Follewing the clbsing date for the exercise
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by the stockholders of their rights to subscribe for additional sheres
of commen stock, applicant proposes to make o deteiled analysis of

the entire transaction and to submit a copy thereof to the Commission.

The Commiscion will accept such analysis in lieu of 3
repoxrt, or reports, under General Order No. R4~A.

QRERER

A public hearing having been held in this matter and the
Commission having considerced the evidence submitted and beinyg of the
opinion that the money, property or labor to be procured or poid for
by the issue of 1,419,562 shares of common stock by Pacific Gas and
Elcetric Company is reasonably required by it for the purposes
specified herein; that such purposcs are not, in whole or in part,
reasonadbly chargeable to operating expenses or to income; and that
thic application should be grantgd, subject to the provisions of this -
oréer; therefore,

IT IS HERESY ORDERED 25 follows:

1. Pacific Gas and Electric Company, after the effective
date hereof and on or before December 31, 1951, may issue, sell and
deliver, upon subscription pursuant to rights evidenced by trons- ‘.
ferable warrants to be issued to the holders of record of 1ts éommon(i
stock at the close of tusiness on Ma;ch 13, 1951, not exceeding
1,419,562 chares of its common stock at such price as the Commission

hereafter mey fix in o supplemental order in this proceeding.

2. Pacifiec Gas ond Blectric Company, after the effective
date hercol andé on or before December 3L, 1951, may issue and sell to
wunderwriters such of said 1,419,562 shares of common stock as have

not been subseribed and paid for pursuent to the offering to
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pplicantts stockholders, such unsubscribed shares to be sold at such
price as the Commission hereafter may fix in a supplemental order in
this proceeding. The issue of sald shares of stock is hereby oxempted
frox the requirements of the Commission's competitive bidding rule set
forth in Decision No. 38614, dated Januwary 15, 1946, provided a.pivii—
cant obtains for caid shares 2 price satisfzctory to the Commission.

3. Pacific Gas and' Electric Company shall use thenet

roceeds to be received from the issue and sale of said 1,419,562
shares of common steck to reimburse its treasury in part on aceount
of capitel expenditures made on or prior to November 30, 1950, and/oi'
to pay in part the cost of zdditions, extensions, betterments or
improvements to its plants, properties and facilitics made or to be
made subsequent to November 30, 1950-

4. The gutkhority herein granted to issue and sell said
1,419,562 shares of common stock will become effective when the Com-
mission by a2 supplemental order shall have fixed the.price at which
said sheres of stock may be sold. ALl other authority granted by

this order is cffecetive upon the date hercof.

5. Pacific Gas and Blectric Company shall, within six (6)
months after the issue, salc and delivery of said shares of stock or
any part thereof, file with the Comnission 2 copy of the analysis
roferred to in the preceding opinion in licu of & reportAunder Genexral
Order No. 24-A, together with a statement showing the number of shares
sold to vnderwriters, and the expenses inourred by applicant in

commection with the issue and sale of sald 1,419,562 shares of stock.

b
Dated at San Froneisco, California, this day of
March, 1951. '

i f/, f—/)‘

) Commis.a‘ oners




