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Decision No. _4;S_§_5_3 @@E@g%ﬁ%&

BEFORE THE PUELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SAN DIEGO GAS & ELECTRIC COMPANY

& corporation, for authority to issue

and sell 800,000 shares of its Common : Application
tock of the Par Value of $10 pex No. 24353

share, and for zn order of this Com-~ :

mission exemnting Applicant from the

requirenent that such shares bhe sold

at competitive bvidding.

Chickering & Gregory, by Shemman Chmckeang,
for applicant.

OPINION

San Diego Gas & Electric Company has filed this applica-

tion for authorization to issue and sell 800,000 shares of 1its common

stock of the par value of $10 each and of the aggregate par value of
$8,000,000.

The applicatioh was filed with the Commission on May 15,
1953. Thereafter, notice having been given, a public hearing was
held before Examiner Coleman in San Francisco on May 27, 1953, 2t
whicn time the matter was taken under submission. The Commission has

received no protests to the granting of the application.

For a number of years applicant has been engeged in o
substanticl program of expansion of L1ts facilities. It appears that
its permanent financing of its expenditures nas bem zccomplished by

the issue of first mortgage bonds and shares of preferred and common
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stock, 1ts capital structure as 0f December 31, 1952, including re-
tained eamings, being indicated in the Lfollowing tabulation: -

First mortgage bonds -
3-2/8's, due 1970 $16,000,000
3's, due 1978 lO OOO 00
,—1/475, due 1932 , 1270007000 -
Total first mortgage bonds K $38,000,000 41%
Preferred stocy - ‘ '
Cunmulative 5% 7,500,000
Cumulative 4-1/2% : 6 OOO 000
Cumulative 4.4% 6. 500, 000
Toval preferred stock 20,000,000 21%
Common stock equity -
Common stock 24,000,000
Premiums on stock 4,421 369
Eammed surplus

Total common stock equity | 35.323,462 _38%
' Totals $92:.223,462 1007

The outstanding common stock consists of 2,400,000 shares

of the par value of $10 each. For a number of yearz spplicant has
paid annual dividends of §.80 a share, being ot the rate of 8% of
the par value. The common shareholders do not enjoy preemptive

rights with respect to offerings of additional shares.

The application shows that zpplicant has need for addi-
iional funds from external sources to pay outstending bdank loané and
to reimburse its trecsury for nmoneys expended from income for capital
purposes and thereafter to provide, in part, the cost of new
facilities. Applicent reports its unces tulized COwt° at the close
of 1952 for which 1t had not been reimbursed through the issue of
securitics at $12,719,257 and 1ts presently outstanding bank losns -
at $3,200,000, which amount it expects will be increased to
$5,600,000. In Exhibit B it sets forth in some detall it° budgeted

capital expenditurc¢ for 1953, a summary of the same being as

follows:
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BElectric -
Production ' 5,224,300
Tronsmissien 2,150,200
. Distridution 5,494,300
as -
Production 63,900
Storage . , 921,600
Transmission 23,000
Distribution 2,358,500
Steam 139,000
General 1,712, 400

Total $17, 687,200

It appecrs that applicant has considered conditions
sresently prevailing end hes concluded that £ts capital requirements
¢an bhest be met by the iscue at this time of shares of comnon stock,
rother then seme other form of security. The effcct of the proposed
finoneing, if completed, will be to reduce applicant's bond ritio to
approximately 36% and to increase the equity td approximately 45%
tut on this point the record shows that applicont will hove to resort
“o additional bonk borrowings during the latter part of the year and
thot it anticipates 1its new construction will contiﬁue at a high
level in 1953 and succeeding yeers. The obtaining of édditional
cquity copitel at this time thus should provide a broader base upon

which debt financing in the future can rest.

Upon reviewing the record we arc of the opinion that
applicant has need for additional funds from outside sources and
that the issue by cpplicant of sharcé of common stock at this time
is desirable. There remains to be congidered, however, the terms and

conditions under which cpplicant proposes to dispose of its stock.

Applicant desires to zccord to the present sharcholders the
opportunity to sequire the new shares and because of the absence of
preemptive privileges in its articles of incorporaiien it seeks from

" the Commission an order exernpting the proposed offering from competi-

tive bidding so as to enable it to proceed with its finénciqg
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program. ILf such exemption is obtuined, it intends to offer the new
shares at such price 28 herezfter may be fixed, but 2t not less than
par, to the present holders of the exdsting comnon shares of record
2t the close of business on June 9, 1953, at the rate of oné new
share for each three then hgld, end to issue pransferable warrants on
or before June 15, 1953, the rights to expire on July 2, 1953. It
propdses to offer not to exceed 100 shares of such shares as shall
not have been subsceribed and paid for pursuant to the offering to
sharcholders, to each of its employees for cash at the same price at

which offered to sharehclders.

To insure the sale of the entire block of 300,000 shares,
appliecont desires o eﬁter into an uwnderwriting cgreement for the
sale of such of said shares zs shall not have been subseribed and paid
for pursuant %o the offerings to the sharcholders and employees.
Tentative arrangements provide for the underwriters to acquire such
remaining sheres ot the same price at which they will be offered o
sharcholders, and to pa& to applicant the excess which they may re-
ceive in disposing of the same over the purchase price plus $20,000.
As compensatio;, the underwriters, according to the tentative arrénge-
ments, will recelve from applicant the sumof 15 cents a share for
each of the 800,000 shares plus 20 cenﬁs 2 share fer ecach chare
acquired by them upon the exercise of warrants by and for thelr

accounts.

In support of the request for exemption 2 witness c¢called by
applicant testified that the mancgement had received many requests
for rights offerings, as here proposed, and requests‘from employces
for the opportunity to purchase shares, that the present market is
fzvorable for on issue under the terms here proposed, that such terms .

should rezlt in a low expense incident to the issue and thzt the
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offering would tend to distridute the ncw shares in 1%z service area

and in this stote.

Upon the basis of the record ceveloped in this particular
proceeding we are of the opinion we arc warranted in granting ap»li-
cant’s request for exemption from competitive bidding and in making =2
preliminary order at this time with respect to the proposed iscue.

We will retain Jurisdiction in this matter, however, and will consider
it further upon the filing by applicant of a supplementel application
in this proceeding setting forth the price at which 41t intends to

offer its shares and its final underwriting arrangements.

A pubdlic hearing having been held on the above entitled
matter, and the Commission having considered the evidence and being
of the opinion that the application should be granted, as herein

vrovideéd, that the money, property or labor to be procured or paid

for by the issue and sale of the shares of stock herein authorized |

is reasonably required by applicant for the purposes specified
nerein, omd that such purposes are not, in whole or in part, reason-

ably chargecble Zo operating expenses or to inéome; therefore,
IT IS EEREBY ORDERED as follows:

1. . The issue by San Diego Gas & Electric Company of not
cxeceeding 800,000 shares of common stock hereby is exempted from the
competitive bidding rule set forth in Decision No..38614, Azted
Jamuary 15, 1946, in Case No. 4761, provided that applicent receive

for said shares a price satisfactory to the Coumiszcion.

2. San Diego Gas & Electric Company may issue, sell and

deliver, on or before December 31, 19532, upon subseription pursuant
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- o rights evidenced by transferable warrants to be issued to the
holders of record of 1ts common stock at the close of business on June
9, 1953, not oxceeding 800,000 shares of common stock (par value $10 a
share) of the aggregate par value of not exceeding @8;000,000, such
stock to be offered to the holders of applicant's common stock on the
stated in this zpplication and at such price as the Commission

ix by 2 supplemental oxrder to be issued herein.

3. San Diego Gas & RElectric Company mey issue, sell and
cdeliver, on or before December 3L, 1953, not to exceed 100 of such of
said 800,000 sha}es of common stock as shall not have been subsceribed -
and paid for pursuant té the above mentioned offering to stockholders,
to each regular aiplovee (including officers) on June 9, 1953, for
cash at the subscription price at which said 800,000 shares shall be
offered %o stockholders as fixed by the Commission in a supplemental

order to de issued herein.

4. Son Diego Gas & Electric Company may issue and sell, on
or before December 21, 1953, pursuant to an underwriting agreément
nereafter to be entered into by applicant, such of séid 800,000 shares
of common stock as have not been subscerided aznd paid for pursumt o
the aforementioned offerings to zpplicant’s stockholders and exployces,
at the price hereafter to bhe fixed by the Commission in a supplamentazl

order herein.

5. Son*Diego Gas & Electric Compaﬁy shall use the proceeds
to be derived from the issue and sazle of said common stoek: (2) for
the retirement and discharge of all the promissory notes issued and
outstanding under applicant’'s loan agreement on the date of such issue
and sale, and () to reimburse appliceant for moneys zctually expended
from Income or from other moncys in its treasury not securceé by or
obtained from the issue of stocks or stock certificates or other |

evidence of interest or ownership, or bonds, notes or other evidences

of indebtedness, for the zcquisition of property or for the constructinm,

-6
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completion, extension or improvement of its facilities.

6. On or before January 31, 1954, Sen Diego Gas & Electric
Company shell file with the Commission 2 report showing the number of
common shareholders of record on June 9, 1953, the nunber of shares
subscribed by shareholders, by employees, by others upon purchase of
rights to subscride, and by underwriters, the expeﬁses ineurred in
connection with the issue mnd sale of the 800,000 shares, and the
aceount or accounts to which such expenses were charged, such i"epo'rt

to be filed in lieu of a report, or reports, under Gemeral Order "'

ot

NO - 24-‘A-

7. The a2uthority herein granted to issue shares of stock
will become effective when the Commission by supplementel order shall
have fixed the price a2t which such shares mey be sold. All other

authority granted by this order will become effective upon the date

hereof.

Duted a2t ade I it 0 » Californic, this _ /,a:f

day of June, 1953.

ﬂ ;‘? W\

President .

e, at
e s ¥

Commissioners

Commt anlonor . ....ﬁdﬁﬂ.?..?:':..?.‘ﬁﬁ?:g » doing
noecosarily abaent, did not particirpate

in thoe disposivtion of thia proceeding.




