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Dcci~ion No. 48S59 

BEFORE THE ?OELIC UTILITIES COlw1MISSION OF THE STATE OF CALIFOFNIA 

In the Matter of the Application of ) 

SAN DIEGO GAS & ELECT.R!C COr~PANY 

~ corporation, for authority to issue 
and sell 800,000 sh.:lre::: 0 fit s Common 
Stock of the Par V.:l1ue of $10 per 
zhare, and for an order 0 f thiz Com­
mission ex~~ting Applicant from the 
reouirement that such shores be sold 
at·cornpetitive biddL~g. 
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App11c~tion 
No. 34353 

Chickering & Gregory, by Sh~Nnan Chibkering, 
for applic~nt. ~ 

o PIN ! 0 N ------------
s~~ Diego Gss & Electric Company has filed this applica­

tion for authorization to issue and sell 800,000 shares of its COl'nmon 

stock of the par value of $10 each and of the aggregate par value of 

$$,000,000. 

The application was filed wl th the COmr.lission on M~y 15, 

1953. Thereafter, notice h.:l,v1ng bee..'1. given, a public hearing W:lZ 

held before Ex~~iner Coleman in San Francizco on May 27, 1953, at 

f1hich time the matter w~s taken uniier zubmiszion. The Commission hcs 

rccei ved no prot~sts to the granting of the applica,tion. 

For a nUIilocr 0'£ years .::.pplicant hz.s been engc.ged in ~, 

zubst~n ti?-l progr.:ul1 of expollsion of its f'z.ci11 ties. It <1ppc~rs that 

its permanent !'inc.~cing of its expenditures h:!s bf.:~ c.ccomplish0d by 

the issue of first mortg~ge bonos ~d shares of preferred and common 
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ztock, its cDpitcl ~tructure as ¢f Dece~ber 31, 1952, including re­

tained e~r.ningz, being incic~tcd in the following t~bulation: 

Firzt mortg~ge bonds -
3-3/8 f s, due 1970 $16,000,000 
3 T z, due 1978 10,000,000 
3-1141 s, due 1982 12~OOO,QOO 

4l% Tot~ i1rst mortgage bonds $38,000,000 
Preferred stock - .... 

CUmu1o.tive 5% 7,500,000 
CUmul~tive 4-1/2% 6,000,000 
Curlli.::.l~ti ve 4.4% 6,~00~OOO 

Total preferred stock 20,000,000 21% 
Common stock equity -

Com.'1lon stock 24,000,000 
Praniums on stock 4,221,369 
Ea:rned surplus 7 2 lQ2,Q2:2 

Total common stock equity 35,323,462 ....w& 
Totols ~2J~6? 1S)..9jf 

The 'outstanding COMmon stock consi~ts of 2,400,000 shares 

of the p~r v~J.ue of $10 eD.ch. For a nu."'Ilber 0 f years ~p'Plicant has 

p::.id 3nnual di videndz of $.80 a share, being ::l.t the rote of 8% of 

the par voluc. The COl'Tl:UOl". shareholders do not enjoy pr~em!'ti ve 

rights with respect to offerings of additional shares. 

The applic~tion shows th~t applicant h~s need for oddi-

tional funds from external sources to p~y outst~ding b~nk lo~ns ~nd 

to reimburse i ts tre~.sury for ,moneys e:Q~dcd !rorn. income for c2.pi tc.J. 

purposes ond thereo.fter to provide, in part, the co st of new 

f~ciliti~s. Applic~nt reports its unc~pit~ized costs at the clos~ 

of 1952 for which it hud not been rcL~~~rsed through th~ issue of 

securities ~t $12,719,257 and its presently outsto.."lding b(;nk l02ns' 

at $3,200,000, whiCh o.."'Ilount it expects will be incre~scd to 

$5,600,000. In E::r.hioit B it sets f.orth in some dettlil its budgeted 

capitCll expenditures ror 1953, ;;1 SU1'lun.ary of the smnc being as 

folloW's: 
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Elcctri·c -
Production 
Tre>nsmission 
Distribution 

Gas -
Production 
Storllge . 
Trans:nission 
Di stri 'bu tion 

Steam 
General 

Total 

$: 5,)'124".300 
2"..150,200 
5,)'194,300 

63,900 
921,,600 

23".000 
2,358,500 

l39,000 
1.712,400 

!:17.687,200 

It appe~rs th~t applic~t has considered conditions 

pr~~cntly prevc-.iling ~"1.d hc.s concluded th~l.t its cr1.pital r.equire!:t:nt~ 

C~ best be m~t by the issue :It thiz time of sh~re5 of com~on stOCK, 

rQ.th€):, thm scme other form of security. The effect of the proposeo. 

l'in=mci:lg, if completed, will be to reduce applic:mt T s bond ra.tio to 

:.?proximntcly 361~ nnd t·, incrC'::lce the 0Clui ty to approxim~tely 45% 

but on this point the record shows that applic~t Will h~ve to resort 

to additional 'bcnk borrowings during the l::.tter pert 0 f the y/~t!.r and 

thut it ~~ticipntes its new construction vlll continue at a high 

l~vel in 1953 ~d ~cceeding ye~rs. The obt~ining or ~dd1tionsl 

equity ccpital at this t~e thus should provido a broader base upon 

whi ch debt l'ina."l.cing in the future C&"'l rest. 

Upon reViewlng the record. we erc of the opinion th:!t 

~pplicw.t h~s need for addi tionru. funds from outside sources .;me 

t..~at t..'1e issue by D.pplicent of shnrcs or COl'r_"!'l.on stock at this time 

is desir:lolc. There l"ern.ains to be conSidered, however., the tcr:nz ru'ld 

conai tions uncer which c.pplicnnt proposes to cJispoSoC of its stock. 

Applicru'l.t desires to accore to the pr0z~,t shareholf.~rz the 

opportu.ni ty to cCCluire the new shares .md becc-use 0 r the .'3osence of 

preemptive privileges in its articles of incorpor~~icn it sc~ks from 

the Comrr.ission ml order exc:tpting the proposed offer~.ng from competi­

tive bic.d1ng so ::.s to enO-ole it to proceee with its finanCing 
~ . 
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progrron.. If such cxenption is obt~!in~d:, it intends to offer the new 

shares o.t such price . .::.5 hcrc:::.fter m~y be fixec" but at not less th:m. 

par" to the present holders of' the existing co~~6n sh~res of record 

at the close 0 f business on June 9" 1953, ~t the rate of one new 

sh~re for each three then held" end to issue tr~sferable w~rrents on 

or before June 15, 1953" the rights to expire on July 2" 1953. It 

proposes to offer not to exceed 100 shares of such shares as shall 

not have been subscribed =md paid for pursuant to the offering to 

sharChol~ers" to en~~ of its ~ployees '~or c~sh at the 3ame price at 

Which offeree to zhare~clders. 

To insure the 'sole of the entire block of 800,,000 shares" 

applic~t desires to enter into ~ underwriting ~grcement for the 

s::J.e 0 f such of s~id shares as shall not have been subscribed end p:lic 

for pursua."l.t to the offerings to the sh~.reholders end employees. 

Tentative nrr:mgements provide for the underwriters to ~cquire such 

rcmc.ining sh:;.rcs c.t the S<:!.'Tl.C price at· ...... hich t..b.ey will be offered to 

shareholders" ~d to PD.y to applic~t the excess which they ~y re­

ceive in disposing of the same over the purChase price plus $20,,000. 

AS compens~tion" the underwriters" ~ccording to the tent~tive arranee-

::lentz" will ::-~cei ve from appli can t the sum 0 f 15 cents :l sho.re for 

e~~~ of ~~e 800,,000 shures plus JO cents a share for eaCh share 

~cquircd by them upon the exercise 0 f 'W'c.rrnnts by :l."'l<:1 for their 

accounts. 

In support of the req~est for exemption c. wi mess co.lled by 

applicent testified thz.t the mcnagement had r,eceivE:d many requests 

for rights o~rerings" as hefc proposed, and re~uests fro~ employees 

for the opportunity to purchase shares" that the present market is 

f~vor:~ble for on issue under the terms hero proposed" tha.t such terms .. 

should re:ult in a low expense incident to the issue and th<!t the 
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offering wO'llc'l tend to di$tri:but~ the neW' sh.:::.res in its :ervice area 

::.no. in this st~tc. 

Upon the bo.sis of the record eeveloped in this pa.rticular 

~roccccan& we are 0 f the opinion we z.rc 'W'·:lrrante<l in gr<mting ap,li­

c.mt r s requ.~st for exem.ption from. cot'lpeti t1 V0 biclc.ing nne, in moking .:. 

preliminary orc!er ~t tl'lis t1m~ 'With respect to the proposed is::;ue. 

We will retain jurisdiction in this matter, however, ane will consiecr 

it further upon the filing by ~,pplican.t of ~ supplemental ap:t'lic.,t1on 

in this proceeCing setting fo·rth the price at which :1. t intends to 

offer its sho.res an~ its final underwriting ~rr~gements. 

A public her.l.r1ng h=.ving been hel(!. on the o,bove enti tlec' 

=.o.ttcr, and the COIl"mssion having considere('! the evir.~ence :m<:l being 

of the opinion that the applica,tion shoule be granted, as herein 

providoc, th~t the money, property or labor to be procurcc or po.i~. 

for by the issue a..."'lC salc of the shares of stock herein :luthorizeC 

is reasonably required by applic~t for the purposes specifiec1 

herein, ~.."c that such purposes Z\rc not, in whole or in p~,rt, reo.son­

ably cho.rgccble to opcr~ting expenses or to inco~e; ther~forc, 

IT IS HEREBY ORDERED ~s follo~s: 

1 .. The issue by S~n Diego G~s &:. Electric Compf.lny of not 

exceeding 800,000 shares of common stock ~creby is exempted from the 

co~peti ti ve ~i<.:tiing rule set forth in Decision No. 38614,? d:.ted 

J~uary 1$, 1946, in C:.:::e No. 4761', 'Provi~.cd thZl.t ~ppl:1.cant receive 

for said shares 0. price s:.tisfactory to the Commizsion. 

2. San Diego GIlS & Electric COtlp:my !Il~y issue,? sell .md 

celiver, on or before Dec~ber 31, 1953, upon subscription pursuant 
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to rights evidencec~ by tr~.nsferable warrcm ts to be issued to the 

holders of record of its co~~on stock at the close of business on June 

9, 195J~ net excceaing 800,000 shnrcs of common stock (par v~lue $10 ~ 

~hOorc) of the aggregOote pOor ve.luc of not excee<ling $$,000,000, such 

stock to be offered to 'the holeers ot applicant's co~~on stock on the 

basis st;>.ted in this ~pplic~tion and· at such price o.S the Commission 

::lay fix by a supplem.en tal order to be issued herein. 

3. Sml Diego Gas &: Electric Company %My issue, sell end 

eeliver, on or before December 31, 1953, not to exceed 100 of such of 

so.i<1 800,000 shares of COID.'llon stock as shall not have b~~ :mbscribcd 

~'1d paid for pursu31lt to the above mentioned offering to stoek."lol<lers, 

to each regular ouployee (including'officers) on June 9, 1953, for 

cash at the subscription price ~t Which saie 800,000 shares shall be 

offered to stocY.holdcrs as fixed by the Commission in a supplemental 

order to be issued herein. 

4. Son Diego Gas &: Electric Company may issue an{1 sell, on 

or before DecEmber :U, 1953, pu.rzumlt to on underwri ting agreen;ent 

hereafter to be entered into by applicant, such of said 800,000 sh~res 

of COIllnlO::'l stock as h2 . .ve not been subscribed e.nc pa.id. for pursu~nt to 

the ~forcmentioncd offe~1ngs to ~pp11cant's stockholders ~d ~oyce~ 

at the price here~f'ter to be fixed by the Com."'Ilission in CJ. $"~plouent:'ll 

orcier herein. 

5. S~~·Diego G~s & Electric Comp~y ~ha11 uzc the proceeds 

to be derivec. from. the issue and scle of said com..'1lon stock: (:?) for 

the retirement ane'! cischarge of all the promissory notes izsued nne. 

outstanding uneer zopplica.'"lt T s loa."'l. o.gree."llent on thecate of such issu.e 

md sale, znc! (b) to reimburse applice.."1.t for moneys ~ctu::llly expend<."<1 

from income or from other moneys in its treasury not securac by or 

obt~ned from thc issue of stocks or stock certific~tes or other 

ev-lcence of interest or owership, or bonc;s~ notes or other eviecnccs 

ot inc1ebted.V].ess, for the acquisition of prop¢rty 0::- for the constru.ct:b:l, 
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completion, extp.nsion or 1r.lprovement of its f.;'lcili tic s. 

6. On or before January 31, 1954, San Diego G~s & Electric 

CO!npany shall tile with the Commission :). report shoWing the nu."llb~ of 

COmr.lon shareholders of rccore on June 9 .. 1953, the number 0 r sh,,-rc$ 

SUbscribed by sh~reholders, by employeGs, by others upon purchase of 

rights to subscr1 be, end by unde:rwri ters, the expenses incurred in 

connection with th~~ issue ond sale of the 800,,000 shares, end th~ 

~cco~~t or accounts to which such expense: were charged, such r~port 

to be filed in lieu ot a report, or reports, under General Order' 'I'" 

No. 24-A. 
d, 

7. The ~uthority herein granted to issue sh~res of stock 

will becorn.e effective when the Commission' by supplemcn tal order s~.ll 

ho.ve f"lxed the price ::.t which such she-res m:!y be sole. .All other 

c.uthori ty granted by thiz order will become effective upon the date 

day of June, 1953. 

• Californi~, this 

.' 
" . 

Comm1ss1oners 

'!) 't'''r E. :r.r1te~U b ,. CO~~~ ~ r.1 0'/'1 or. .....•. ~ ............... _ •••••• __ •• Ol!lg 
noccl)::Jo.d 1:-; a.bsent. d.id not :part1ei1»to ' 
1n tho d1s~osit1on of thi3 ~roceediDg. 


