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ORIGHIAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

48523

Decision No.

In the Matter of the Application of
CALIFORNIA-PACIFIC UTILITIES CONPANY,

a corperation, for an order authorizing
applicant to issue and sell (a) 50,000
shares of 2 new series of its Preferred
Shares, $20 par value, and (b) an
indeterminable number of its Common
Shares, $10 par value, issuable on the
conversion of such Preferred Shares.

Application
No. 34242
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In this application Califomia~-Pacific Utilities Company
.seeks a prelinminary order from the Commission approving a proposed
issue of 50,000 shares of a new series of preferred stock convert-
itle inte common stock, and the issue of shares of common stock,
when and as required, upon surrender of said shares of preferred

stock for conversion.

Applicant is a California corporation quaged &s a public
utiiitx in the electric, gas, water and telephone business in
various parts of California, in the electric and gas business in
Oregon, in the electriec, gas, water and telephone bus;ne;s in
Nevada, and in the electric business in Idaho and Wyoming, and, in
addition, irn the szlec of butane-propane gas in Oregon and Cali-
fbrnia.l/ Its articles of incorporation, as amended, provide for un
authorized issue of 758,060 shares of stock, divided into preferred’
shares, lssuable in series, of the par value of $20 cach, 2nd common
shares of the par value of $10 each. The authorized ;hares md the
amounts outstanding as of February 28, 1953, are reported as follows:

L/ S ‘ o _
~Applicant's 1952 annual report shows total operating reveaucs for

the year in the amount of $5,433,194, of which $1,752,666, or 32%,
represents revenues from Califomia operations. ' ' o
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Authorized _Qutstonding .
_%rcs*,- Shares_. __Anount. .
Preferred-$20. paxr value -

5% 100,000 71,750 $1,435,000

2% convertible 8 060 ,8,060 161 200.

5 convertidle (new ser:cs) 50, 000 .- |

Unclassified 100,000
Subtotal 258,0 79,810 &l, 96ﬁ200
Common~$L0 par value 500,000 228,162 2, §L.é.9_'

Total U 758,060 - 207,972 $3,877,820

The holders of the preferred shares are entitled to two
votes for each share held =nd the holders of common shares to one

vote for each. share. L

It'appears that applicant has need for additional funds
in order to reimburse 1ts treasury, to pay bank loans and to finance
capital expenditures and that Lt proposes to obtain a portion of
such funds thrbugh the issue of shares of preferred stock. Appli-
cant reports that éfter a review of market conditions 1t 1s of the
opinion that it connot sell any shares of preferred stock unlcss'the

same are convertible into common shares, and that for this reason it

has entered intd negofiations with a group of wndervwriters for the

sale of 5o,ooo¢shares of a new serics of preferféa”stock; with
conversion privilegés, at a price of $930,000, plus acerued divi-
dendas.? nile it is contemplated that the dividend Tate will be
within 2 renge of 5.25% to 5.6%, applicant reports that the rate,
the convefsion basis, the redemption prices and the voluntary
liquidation preferences cannot be determined until shortly vefore
fhe public offerﬂng."Consequently, 1t requests the Commission to
make a preliminary order st this time approving its gemeral proposal
and to enter a final order at a later date upon the filing of addi-
tional information with the Commission with respect to the terms of

the new series of preferred shares.

2/
The application shows that &uring Maxch, 1953, applicont’s 5%

preferred shores were quoted at 1'74 pid, 18 zs sked, and its 54% con-
vertible preferred shares at 292 bid.
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In support of its request to issue additional securities,
applicant has furnished information showing that during the period
from Tanwary 1, 1943, to December 31, 1952, its met additions to
utility properties aggregated $5,499,474, thot during the' same
period it' acquired utility plants previously oﬁerated by others at
a total cost of £1,011,717, and that it made net additions to non-
utility plant in the’ amount of $534,146. It reports that its =
Program temporarily was financed in'part by short<term borrowings
under a $2,000,000 line of ecredit from Bank of America National Trust
and Savings Association, and that presently its outstanding bank
loans amount to ‘$900,000, which amount, however, may be inereased
prior to the delivery of the shares of stock covered by this 2pplica-
tion. ‘It 'seeké.‘ authorization, accordingly, to apply the net proceeds
from the sale of its shares of stock ™ to reduce ite bank indebtedness
and to place the balance, if any, in its treasury to be used %o  pay
in"part its expansion progrem now in progréss.’ ‘In this comnection,
it estimetes that during the year 1953 Lts program will call for the
expenditure of 883,700 for nomutility plant and $2,228,613 for
utility plant, the latter amount-being segregated as follo#rs:

© BEleetric T v 7 §1,241,817
Gas 371,975

Water C 104,785
Telephone 394, Sg‘g

Comaon 115,45
. Total $2,228 613

i

Information filed in this proceeding indicates that
applicant will'have approximately $400,000 ‘available from internal
sources-during the yeor to'meet its capital requirements and that’
presently it :is' contemplating the issuc of a new seriecs of bonds
late L1 1953 in the principal amount of 81,500,000 to complet'e"its
financing.
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Applicant's financial position =s reflected by its balance
sheet of February 28, 1953, is as follows:

Asset

Utility plant -
Original cost
Less -
"Acquisition adjustment
‘Reserve for depreciation
- Remainder
Other physical propcrty
Current assets
Cash
Other current assets
Totzl ocurrent acssets
Deferred charges

Liabilities

Long-tem debt -

First mortgage bonds-
Series A, 3er, due 1969
Series B 31 due 1971
Series C 's, due 1978
Scries D, ,&'s, due 1980

Subtotal
Notes, 4%-42%, due 1969
Debentures, 4%'5, due 1972

Total long-term debt
Current liabilities -~

Notes payable to bank

Other current liabilitice
Total current liabilities

Deferred credits

Contributions in aid of ¢onstruction

Preferred stock
Common stock equity -
Cormon stock
Premiums
Retained earnings
Total common stock equity

$16, 590,750

é 654,42;3

683,979
1, 208! 130

$ 1,830,000
1 670, »C00

812,864,416
635,548

2,072,159
22,175

§15,865,208

$ 7,292,500 |

900,000
1,346,415

2,281,620
585,963
12 403,720

2,246,415
"164,702
89,178
1,596,200

4y 276,303

Total $15,665,298

The foregoing statement shbws that opplicant has financed
itself thfough the issuc of bonds, notes, debentures and shares of
preferred and common stock and the application of earnings from
operations. Its capitel ratios as of February 28, 1953, md as
adjusted to give effect to the issuc of the shares of stock covered
by this zpplication zre as follows:
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Notes
Debentures
Subtotal
Preferred stock
Common stock and surplus

" '_,‘“:'.I.‘c;rtal

Bonds 39.69%
L.27

o
Yer

1

During 1950 applicant’s operating revenues amounted to
$4,329,5il, diring 1951 to $4,561,217-and: during 1952 tgﬂég;433,194.
Its net inggmgpduring_lgsz afﬁer payment;qf tond and debenture,
interest amounted to $504,26?7 Assuming the entire new block of
50,000ts;hgifes_of,prefer::ed stock outstanding throughout the year,
with the dividend rate thereon at 5%%,.applicant'reports that the
total annual dividend requirements for 2ll preferred shares, in-
clu@ing those presently proposed to be issucd, tut zssuming no con-

version of the present convertible shares, would be $135,616.

"In reviewing this matter 1t appears to us that applicant
will have need for additional ‘funds from external sources to enable
it to meet its current liabvilities one to proceed with its éon— e
gt;gctipn program, that the issue of preferred stock at this time is
desircble to\imprqyc applicant?’s capital ratios,'and,:hat,its‘eana-
ings should be ample to meet the dividend requirements in, connection
with such issue. We hayg_no.objection to applicant's proposal to

issue shores of preferred stock with 2 convertible feature.

Accordingly, we will enter a preliminary order at this
time in line with applicant's request. Upon 'the filing By ‘applicant
of =2 supplgnenta;,;pplicgtion setting fortb‘the_permgnof :he{p:o—
pq;ed,peW'serig;ﬁof_prgfe:red shares,. and,the,sgle.andﬂoffer;ng,
pgice of such,shares;igq‘yillvgive.copqidqratign¥tq_issqingua final

order fixing the price of said shares of preferred stock and |
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authorizing the issue of shares of common stock upen conversion.

ORDER

The Commission having considered the above entitled natter,
and being of the opinion that a public hezring is not necessary; that
the application should be granted, as herein provided; that the
money, property or labor to be procured or paid for by they issue of
the shares of stock fxeren’.n authorized is reasonably required 'bj(
2pplicant for the purposes specified herein; and that such purpose...
are not, in whole or in part, reazsonably charge...blc to operuta.ng

expenses or to income; therefore,
IT IS HEREBY ORDERED 25 follows:

1. Ceolifornia-Pacifie Utilities Company may issue and
" sell, on or before December 31, 1953, not exceeding 50,000 shares of
its convertible preferred stock, $20 par value, for the purposes seot
forth in this applicotion, provided, however, that the zuthority
herein granted will not become effective until the Commission by. a

supplemental order has fixed the price at which s2id shares may be
sold.

v/

Dated 2t San Francisco, California, this ,/ r? d2y of
bzl , 1953.

/ Q)M_m__\

Pres:.dent

-’ A

Q)}Mf /2 J{;ﬁ/

Commissioners




