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Decision No. .47053 

BEFOF.E TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORN:CA 

In the matter of the application of 
PACIFIC GAS AND ELECTRIC COMPANY for 
an order of the Commission: authoriz
ing applicant to issue and sell and 
deliver 306,680 shares (par value 
$25 each) of its 5% Redeemable First 
Preferred Stock, ~ld to usc the pro
ceeds for the purposes h.ere1r~ set l 
forth; and f~d1ng and declaring the 
issue and sale of said shares of 

Application 
No. 33308 

stock exempt from the competitive 
bidding requirements of Decision 
No. 38614 (46 eRC 281) issued 
January 15, 194.6 in Case No. 4761. 

R. \~. DuVal and Fredericl< T. Searls, 
by Fr~derick T. Searls, for 
~'p:plicant; Dion R. Holm, City 
Attorney, and Paul L. Beck, 
City Attorney's Office, by Paul 
L. Beck, for the City and County 
of ban Francisco) interested 
party. 

QE.IE.IQJI. 

, 
PaCific Gas and Electric Company has filed this application 

for an order exempting from con.peti ti ve bidding a proposed iSSl.:le of 

306,680 shares of its 5% R~dcemablle First Preferred Stock of the par 

vo.lue of $25 each, and of th~ aggregate par V'alue of $7,667,00C', and 

authorizing it to sell said zhares at a price of $26 each for the 

~urposc of paying an outstonding barJc loan of $7,667,000 and of 

reiInburzing its treas'ury on account of capital expenditures made on 

or prior to January 31, 1952 or of paying the cost of capital Glddi

tions mada or to be made subsequent to that date. 

The <lppllcation sho .... ·s that on March 1, 1952, applicant paid 

at maturity, an issue of $7,667,000 of San Joaquin Light and Power 

Corporation Unifying und Ref~Ulding Thirty Year 6% Gold Bonds, the 

;>:;s.ymen:t o£ which it had .:l.ssumcdl' that und.er date o£ February 25 .. 1952,. 
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in ord~r to provide, temporary financing to effect such payment, 'it 

obtained a banK loan of $7,667,000 represented by a 3% ninety-day 

note, ~d that it now proposes to liquidate suid loan with proceeds 

from the sale of the shares of stock covered by this application. 

Proceeds not needed for this purpose will be used to reimburse 
(1) 

appllc:.nt T s trcclsury or to finance the cost of capital add1 tions. 

In mo.lc1ng the present request to sell shares of stOCK,. 

appli¢~t reports that, under pr(;;!scnt income t~ laws, 27% of the 

OJ.muill dividends to be paid 'on SOoid shOores will be deductible from 

income subject to the corporation income tax because the shares will 

huve been. sold tc refund bonds which h~d be~n issued prior to 1942.' 

The amount of s'uch deduction with respect to such shares 'W'i11 b'a 

$103,504.50 annually, wnich, at present tax rates, would result in 

s~vin8s in expenses of $53,822.00. 

Subj ect to receiving the approv~,l of the Commission, 

applicant propc1ses to sell its shc.res at :.:. private sale, at a price 

of $26 e~ch, to sixteen individual purchasers for investment. It 

asserts th~t a higher net price cun be r~~lizcd under such arr'mge

ments than if offered publicly, either by means of competitive 

bidding or a negotiated underwriting, for the reason that registra

tion und<:!r the Sec'urity Act of 1933 can be obviated, with estiInated 

savings of approxil1w. tely $20,000, :lnd tha. t underwriters' ,and 

d~alersT commissions will be eliminated. Applicant is of the 

opinio!'l that il:1 this particular case there is a limiting feature in 

tb.~ ava11a'bld lnarket. It x'eports that under 0xisti.."'lg t,lX laws, 

corporate purchasers of stock issu~d for n~w money purposes are 

&11o~0d a credit with r~~poct to dividends r~ceived, that the issue 

(1) : 
Applicant has presented data s~lowing its unrcimbursed capital 
expenditures at January 31, 1952 at ~299,102,726.30 and the 
unexp~nded .balOonces of genernl manager's authorizations at 
$231,216,719.34. 
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now proposed by a~plic~nt does not fall within this class1fic~tionl 

not being for new money purposes, ~nd th~t corporate purchasers, 10 

acquiring utility stock, would be interested 'in purchases wher-eby 

they could erfect tax so.vings of their own. Hence, applicant r,eels 

that the proposed issue more likely would be ottractive only to 

non-corporate purchasers. 

A review of the record indicates that applicant has need 

for the proceeds from the sule of i ts sh~res of preferred stock .'lnd 

th~t under the circumst~ces surrounding this proposed issue the 

Cocmission is warranted in granting its request for exemption from 

competitive bidding and for Cl.uthority to sell the shares und.er the 

conditions and ror the purposes set forth in the application. 

A public hearing having been held on this"app11co.tion, 

the Commission hilving considered the m~ tter and being of the 

opinion thct the money, property or labor to be procured or paid 

for by the issue of the sh~res of stock herein authorized is 

reason~bly required for th~ purposes specified herein ~nd that 

such purpozes are not, in whole or in part, re~son~bly chargeable 

to'oparuting expenses or to income; therefore, 

IT IS HEREBX ORDERED as follows: 

1. The;: issue and SC,ilo by Pilcific Gas and Electric 

Comp~ny of 306,680 shures of its 5% Redeemable First Preferred 

Stock of t..."le ~ggrcga te par value of $7,.667,000, hereby 1s exempted 

from the provisions of the competitive bidding rule contained in 

Decision No. 38614, dated January 15, 1946, in Case No. 4761. 

2. Pacific Gas and Electric ComparlY may issue and sel.l, 

at private sale, at a price of $26 per sh~re, said 306,680 shares 

of its 5% Redeemable First Preferred StOCK (~~d use the proceeds for 
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the purposes set forth in this ~pplic~tion. 

3. Pacific Gas ~nd Electric €ompany shall file,with the 

Commission a report, or reports, as required by Genero.l Order 

No. 24-A, which order, insofar as applicable, is made .~ p~rt of ' 

this order. 

4. Th~ authority herein gro.nted is effective upon the 

date hereof. Und~r such authority no shares of stock shall be 

issued after July 31, 195~ .. 

;lh~:;,().ted at~~, -rt 
Cll.11f ornia , thi s .22.-- clay 

of ~' 1952~ 

Comm1ssionE~rs 

Comm11l Bioner .~~.~~!!..f.!_C'::!!,]!I.L.:; being 
ll()~eoua.;rlly absent, did not :pa.rt1c1pnte 
in tilo d!,sposi tion of this :proceodillit-


