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If~00 "l 
Decision No. '::.:. , ...... V':'t 

BEFORE THE PUBLIC UTILITIES COl'J.1ISSION OF THE STATE OF CALIFORNIA 

In the Matter 0 r the Applicc.tion of 
PACIFIC GAS AND ELECTRIC COMPANY~ a 
corporation~ for ~~ order of the Public 
Utilities Commission of the State of 
California authorizing ~pplicant~ among 
other things, to issue~ sell, and deliver 
shares of 1 ts common cap:!. tal stock in the 
manner, to the amount, and for the pur­
pose~ set forth herein; ~d relieving 
applicant of the n~cessity of complying 
Wi th the l'eq,uil'cmen ts 0 f Section A, 1 
of s~id Commission's General Order No. 
24-A. 

--~--..------------------

) 
· 
) 
· · ) 
· 
) Application 

No . .3.3410 

Balph ~ DuVal and FrQderick ~ Searls, tor applic~t. 

o PIN ION --_._----

In this proceeding, Pacific Gas and Electric Comp~y seeks 

authorization to issue, sell and deliver not exceeding 2,271,300 

shares of its common capital stock of the aggregate par value of not 

exceeding $56,?82,500. 

The record shows that applicant proposes to offer the 

shares of stock, at a price hereafter to be fi:ced, to the holders of 

the presently outstanding shares of common stock of record at the 

close of business on June 10, 1952, at the ra.te of one new share for 

eaCh five than held; that it pl~$ to issue tr~srcrab1e warrants on 

or before June 16, 1952, evidencing right~ to subscribe for the addi­

tional shares, which rights sha.ll expire at th<::! close of business on 

July 2, 1952; and that it will issue and sell its shares upon 

subscription and paymoo t of the purchase p rice in accordance with the 
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terms of such 'W~rrants. (1) In order :to"1nsurc the sale of all the 

shares of stock" tl'le comp;my desires to . enter into an underwri ting 

:l.grccrnent for the sale to underwriters of th~. sh:l.res not subscribed 
I • 

o.nd po.id for pursuant to the offering to the shareholders. 

It appears tento.tive o.rrongcments :provide that the under­

writers will purchase the unsubscribed sh~res from applicant at the 

s~c price at which such sh~res first are offered to shareholders, and 

in addition Will pay to tl.pplicant =m ;)n'l.ount cquivclent to 65% of the' 

excess over such price at which they may dispose of such sh~res. If 

:;my unsubscribed shares shall rem.o.in unsold ·bythe underwriters at 

the close of business D.fter the cxpirD.tion of. 20 full business days 

following the shareholders' subscription period, such shares shall be 

deemed to have been sold at the avcrD.ge sales price 0 f applic~~};' s 

common stock on the New York Stock Exchange, on that day" or, if no 

shares are traded on that day, then at the ·c10sing bid pr1ceon such 

exch~ge. As compenso.t1on to the underwriters for their commitments 

~d obligations, the tent;;.tive arrangements proVide· th.lt applic~t 
/J?r~ #--:.,~ . 
v/ 'Will pay to them the sum of ~¢ ~ share for ench 0 f the 2,271,300 

~hares plus an amount equal to ?O¢ a Share for each share acquired by 

the underwriters upon the exercise or subscription warrants purchased 

by or for the accounts of the underwriters. 

Applic~t proposes to use the net proceeds from its sh~res 

of stock to reimburse its treasury, to repay bonk loans which, may 'be 

outstanding, Dnd to provide the cost of constructing additions, 

bcttcr.ments, extensions and improvements ·to its. plants, properties 

ond f'acilities. It reports th.:lt a.s of February 29" 1952, its capital 

expendi tures for 'Which it hud not been reimbursed through the issue 

(1) 
. At the close of business on May 1, 1952,. applicant had outst.:mding 

11,,;56,498 shares of common stock which 'Were held by 104,200 sharc­
holders whose individual holdings ranged from one share to more than 
1,000 shares, the holdings of a majority being less than 100 shares 
each. 
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of securities amounted, to $300,375,371.$$ and that the unexpended 

balo.nces of authorizations ror co.pi tal addi tions ~d improvements in 

progress of construction aggreg~ted $22$~497j393.g0, segregated to 

departments as follows: 

Electric 
Gas 
Wo.ter 
Stecm 
Other phys1cal property ~d pl~t 

held for future use 
Common,utility 

Total 

$l96,681,053.55 
27,675,713.69 

549,353.48 
9,285.61 

4,459.;52 
3.577,·527.95 . 

It apP,ears that not all the construction jobs 'now in 

progress will be completed :this year and that additional 'Work 'Will .'be 

authorized from time to time . . 
Applic~t reports that in order to meet increased demands 

on ito system end to provide for onticipated growth, . it has 'been: 

engaged in an extensi".J'econstruction progrcm following the close 0 f 

the 'W!'.r, that during t;he years 1946 to 1951, inclusive, its expendi-> 

~~rc for constntction ~ounted to more th~ $815)000,000, and th~t .. 

during this period it issued bonds and sh~res 0 f preferred and. common .. 

stock of the "~egrego.te par value of apprOximately $657,,000,000. 

Applic.mt cstimc:~tes its construction costs at $450,000,000 during' .the' 

yoo.rs 1952 to 1954, inclusive .. of which ~;162,'000"OOO is estim:lted··for 

1952. 

The' testimony' indic:ates that applicont :1:s·ofthe opinion 1 t .. 

should undortal~e the sale of sh~res of I common stock at thi,s time, 

r~ther than some other form of security .. in order to improve its' 

c~pit~l structure and to ploce itself in ~ more f~vor~blc pOSition 

to engage in addi tion~ finao.'lcing to meet its requirements. In this 

connection, it reports 'its co.pit~l rntios ns of Mnrch 31, 1952, 

o.djusted to give effect to the issue of ~~7, 667,000 of, preferred stock 
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on Moy 1, 1952, and after giving effect to the proposed issue of 

common stock, ~s follows: 

Bonds 
P.r,eferred stock 
Equit:( c<lp1tal 

Total 

M~r.31,1952" 
Adjusted 

50.6% 
22.3 
27.1 

lOO.Q~ 

Pro Form;t 

48.2~ 
21.3 
30.5 

100.0% 

The issue of the shares of stock to ~pplicant's sh~reholders 

pursu~t to their preemp.:t;lve rights is exemp,t from the requirements 

of the COmmiSSion's competitive bidding rule .. Applicant ~.sks that &l: 

order be made at this tim.e exempting fro~'Il. such l:equirements the issue 

of the unsubscribed sh~res. 

In support 0 r the request for exemption, a witness called 

by applic~t testified th~t more th~ 300 underwriting firms will be 

involved in the proposed agreement for the .sc.le of the shares of 

stock; that in his opinion, considering the size 0 r the proposed 

issue,_ which is s~id, to be the l~rgest ever undert~ken by an electric 

utility, it 'Would. be doubtful. if a second group could be formed, to 

submit bidz, should competitive bidding be required; and that better 

resul ts can be obtD.ined by entering into a negoti<!ted undorwri ting 

them could be obtained <l t competi ti ve bidding in th~ t the underwriters 

would be in a pOSition to acquire rights during the subscription 

period o.nd exert, a stabilizing ef:f'ect on the market price and" .:llso, 

in thc:.t the i~suing compmlY ·'W.ould have some voice wi th, reg~rd to 

the p1acemen~i' of th~ shares by undcrwri ter.s.. The proposed· agreement 

provides th~.t the underwriters, so far as, f'easi.ble, will give prefer-

encc to orders trom resid.ents ot C:llitornia· .. 

Th.c, n'l..l."7lber 0 r such shares to be sold to underwriters is. 

indcrinit~, of course, due to the offering first'to be made to the 

present shareholders. Exhibit No. 13 filed in this proceeding shows 
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that applic~t h~s offered shares of common stock to its shareholders 

during eaCh of the l~st five ye~rs. The 1950 ~d 1951 offerings were 

underwritten and as to those ~ssues, Sh~reho1dcrs subscribed to 

75 • .39% of the nu."tlber of shores to which th,.ey 'Were entl tled in 1950 ond 

to 51.91% in 1951. The ~ccord shows that the number of common sh~re­

holders in C~liforni~ was increased by. 8,970, in 1951 and outside 

Cclifornia by 847. 

Under the circumst~ccs ~urrounding this issue the Commis­

sion is warranted in granting the exemption requested. It clearly 

:tppeo.rs :that app1ic",nt will have need for the proceeds from the sale 

. of its shares of stock to ena~le it to proceed with ,its construction 

progrrun. 

Applicant is not in a pOSition at this time to fix the price 

at which it proposes to offer its shares of stock ~d accordingly it 

now seeks only a preliminary order approving the issue of s~d shares. 

At a later date it will file a supplemental application showing the 

price at which it proposes to dispose of its stock and will requ~st 

~ final order in this proceeding. 

A public hearing having been held in this matter and the 

Commission having considered the evidence sub~itted ~d being of the 

opinion t..."lat the money> property or labor to be procured or pnid for 

by the issue of 2,271,300 shares 0 f corrunon stock by Pucific Gas ond 

Electric Company is reasonably required by it for the purposes 

s'Pecified herein;. that such purpose,s ure not, in 'Whol~ or in part, 

reasonably Chargeable to operating expenses or to income; and that 

this ~pplic~tion should be gr~~ted, subject to the provisions of this 

order; tl.erefore, 

-5 



A.33410 MMW 

IT IS HEP.EBY ORDERED as folloW's: 

1. Pacific Gas and Electric comp~y, Ilfter the effective 

d~tc hereof and on or before December 31, 1952, m~y issue, sell nnd 

deliver, upon sub~cription pursuant to rights evidenced by tranz­

ferable 'W'arr~ts to be issued to the hold~rs of record of its common 

stock at the close of business on June 10, 1952, not exceeding 

2,271, .300 shares of its common stock, such shares to tie offered to 

the holders of <.l.pplicc.nt' s shares of common stock on Ithe 'be-siS set 

forth in this application, t1.t such price 0.5 th~ Commission hereafter 

may fix in a supplemantal order in this proceeding. 

2. Pocific Gas ~d Electric Company, after the effective 

date hereof and on or before December 31, 1952, m~y iszue ond sell to 

underwriters suc~ of said 2,271,300 shares of common stock es h~ve 

not been subscribed and p~id for pursumnt to the offering to appli­

cantl~ shareholders, suCh unsubscribed shD.res to be sold at such price 

as the Commission hereafter m~y fix in a supplement~l order in this 

proceeding. The issue of seid shares of sto~k is hereby exempted from 

the requirements of the Commission 1 s competitive bidding rule set 

forth in Decision No. 38614, d~ted January 15, 1946, provided appli~ 

cant obt~ins for s~id shares 0 price satisfactory to. the Commission. 

3. Pacific G~s ~d Electric Comp~y sh~ll use the net 

proceeds to be received from the issue ~d s~le of said 2,271,300 

shures of common stock to reimburse its treasury in pert on account 

of capital expenditures made on or prior to Fcbrucry 29, 1952, to 

repay b;mk loans which m~y 'bC:: ou"tst;;mding, and/or to p o.y in p:.!rt the 

cost of additionz, extensions, betterments or improvements to its 

pl~ts, properties and fo.cilitics made, or to be made, subsequent to 

Febru~ry 29, 1952. 
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4. The ~uthority herein gr~ted to issue mod sell seid 
I I ' • 

2,271,;00 shares of common stock will become effective when the Com-

mission by a Su.pplelnental order shall.have fi'xed the price ~t loIhich 

s~id sh~re$ of stock m~y be sold. All other ~uthority granted by 

this order 1s effective upon the date ~ereof. 

5. On or before December 31, 1952, P~cific Gas and Electric 
. . 

Company shall fil~ with the Commission ~ statement showing the number 
.. 

of common shareholders of record on June 10, 1952; the number of 

subscriptions by sh~reholders, by others who purch~sed rights to 
" : 

subscribe, ~d by underwriters upon exercise of rights; the number of 

~hares subscribed by such sh~reholders, by others ~~d by underwriters 

during the subscription period ~d the gross proceeds received; the 

number of unsubscribed shares purchased by und~rwritcrs; ~d the 

expenses incurred by ~pplic~t in connection with the issue and sale 

of the 2,,271,,300 shares of stock. Such statement shall be filed in 

lieu of ~ report, or reports, under Genernl Order No. 24-A. 

Dated ~t S~n Fr~.ncisco, California" this oJ Z~ day of 


