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Deci sion No. ~..;JI\..!.;,) 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOP.NIJ" 

L'"'l the Matter 0 r the Application' of ) 
PACIFIC GAS AND ELECTRIC CO?'.F.ANY, a : 
corporation, for an order or the Public ) 
Utili ti es Co:nrni s s:i. on 0 r the Sta teo 0 r : 
Ca!itornic. al,l'l"..hor1z;.ns applicant" among ) 
o~er tb.1ng s" to isruc" sell" and : 
deliver shares of its con:xrnon capital ) 
stock in the l'!l8Xlner" to the amount" . 
and for the purpose's set forth herem; ) 
and relieving ~pp11ca.."l.t of the necessity : 
of com.plying w1 th the req,uirc:::'l.e:l ts of ) 
Section A, 1 0: said. Col!lICission' s : 
General Order No. 24-A. . ) 

: . (Financial - CO:cmlon Stock) : 
-~-~~-~~~~~~~~~---~~~) 
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Application 
No. 34662 
, , , 

j , ~ ," 

Pn.eific Gc.~ end Electric Compony has fi1~ this application 

for c.u:th.orizotion to issue, sell :md deliver 1,946,829 shares of its: 
" 

. comon stock". of the par vo.lue of $25 each ond of the agg::-egc.te par 

vclue of $48,670,725.' 

.. :.1 

,The application 'W':lS filed 'With the Commission on Augus·t 20" 

1953. A public he~ring was held before Ex~ner Co1~~~ in S~ 

Fr.:nciscoon September 3~ 1953, at 'Which time the l'l1:J.tter w~s .tcl:en 
( ,,J 

; under su 'bmi s sion. 

The purpo se of the propo see :f'incmcing is to provide D.p:pJ.i­

c<m.t with funds to reimburse it::: treasury', to repay bonk loons which 

:lU:.y be outSt~"'lding, and to provide the cost ol'addi t10ns to" ext en-

i siO:lS of, ' nnd 'betterme.."lts or i:lprov0tlents to its plMts" prop¢rties 

a"'ld :f'~c11ities •. Applic~t reports th~t up to May 31, 1953, it had 

exPended :for e~j,)1 to.l purposes the sum of $332,3/'>61 936.12 'Wh1~1'J. had 
.' 
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not 'been provided 'by the issue of pe:rmtmcnt securities, such. costs . 
having been met primarily with d~preciation money and earned. surplus" 

,th.c.t subsequ.ent to M:lY it h:ld isSilC'd nnd now has outsto.nding short­

term b~ lo;ms in the pr-lncipal amount of $12,000,,000, and that1t 

has need for ad.ditional :funds upon replenishing 1 ts treasury 'to im­

prove its cash pos1 tion through the pa.yment of its short-term. indebt­

eCncss .md to proceed with its construction program. In this 

connection, it reports the unexpendGd 'bcl::nces of tJ.Uthcrizations for 

capitol additions ,md improvements in process of' construction in the 
. ' 

otlount of $260,7165,492.45, segregated to eepart:n~ts as fo110107s: " 

Electric 
Gas 
Water 
Steom 
Other phys1e::tl property mld plant held 

tor .:fUture use 
Common utility 

Total 

$208,,751,,19:3 .. 34 
45.,..146,817 .. 17 

8,0,7458.18 
l05,,65.4.22 

" 
1,,000.00 

5. 330,369'. SA: 

~60 .165.49,2',6-2 

The testimony shows that not cll the jobs now under con­

struction will 'be' co:o.pletoo this year end that aedit1on~ 'Work 'Will 

be ~uthoriz~ from time to time. Applicant expects thct durtng the 

twelve ,months <..~ding Me-y 31, 1954". 1 ts expend!. tures for c:lpi te.l Oldei­

tions one improvements will equol oX' exceed the sum. of $150".000,000" 

end thc.t of this mnount loss thDn one-third. 'Will be p'roVided 'With 

funds now in its treo,su.ry ~d :f\1nd~ expectce to 'be aVailable from 

fnt¢r.n~ sources. 

It is ap~arent th~t tlpp11c.mt will be co.llcd upon to engage 

in adeitional .. :f'in::m.cing in the future. A,plicent is of tb.~ opinion 

tho.t, it oh.ould··uneertakc the s~e of shares of common stock at this 
" , 

'time, rathel" than some other form of seC"J.r1ty, in order to n:a1ntJl1n' 

;:nd ix:lprov~, i~s"co.pitcl struct'Ure. Its c:lp1tal ratio:::. as of Jun¢' 30" 

1953, ~e as adjusted to give effect to the proposed issue of cot:'llTl.on , 

stoCk, 'are reported cs follows: 

~' I 
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Bonds 
Preferrce stock 
Equi ty c:.pi tal 

Total 

Jun§ 30. 1951 
49.8% 
20.2 

_30.0 

100.0% 

Pro· Forron 
47 .. 6~ . 
19.,3 
22'·1 

lOO.Oj 

~e record shows that applic:mt proposes to otfc']: its 

sh:.rcs of stock, at a price 'Which has not been Cletermined. as yet bIlt 

will be fixed at a later date, to the holders 0 r the presently out­

st.:l.ding shares or common sto,ck of record ct the closeo:f' business on 

Se~tember 15, 1953, ::iursuont to their prcCI:lpt1vc rights, at the r:ltc 

of' one nC'lio.- share for each seven then held, that 1 t l'l~s to i SStlC 

trw.:s:f'cra'blc warrants on or before September 21, 1953, to such stock­

holders to eVidence their respocti ve ':rights to subscribe for the 

sh:lres to be offered, that ~ch rights shru.l expire at the close of 
, 

btlsi.."'lCSS on October 6" 1953, and thc.t applicant 'Will issue :me sell 

its s.."'ltlres upon subscription :md payment of the pur,chase price" in 

. accordoncc 'With the terms of such warrants.. 'In order to insure the 

.' s~c of all the shares of stock" tl.pplic~t intenes" if so authorized, 

by' 'the Coxm.n1sSion, to enter into an underwri ting ~greCt'l.ent for the 

sale' to 'underwri tors of the. shares not subscribed .md ,aid for pur­

su~t to the offe:r1ng to the sharcb.oleers .. 

The issue of the shares of stock to ~pplic~tr~ ::;harenoldors; 

purS'J.ant to their preemptive rights is exempt 'from the requirements 'of 

'the Commission' s com:;;)(~titive bida;:;.ng rule. Applicant seel~s nIl order 

at' this time exempting from such reqUirements the issue and: sc.lo to 

. underwri tel'S of the 'Url.sucscribe<l shOlres ~d in co:o.nect1on ~th 1 ts 

request it states thc.t it has no agreement with :my undel"'Wl'1ter ;is to 

the price o:r: 1 ts shares but tha.t it is of the opinion better results 

can be obtained. 'by 1t by :c.e;ms of a negot1atee underwriting for the 

reason, among others" that the size of the offering does not lene. 

i tsol:f' to com:petit1v0 bidding. The testimony shows that most of th.e 

underwriting firms in the country honCl1.."'lg utility equity securities 

-3 



"Nill be involvee in the proposed' ;lgree:n.ertt so th.:lt it is considered 

eoubtful by applic:mt ff ;l second:. group could' be for.noe. to su'bmi t 

oies, should competitive bidding' bo req,uired.. The testimony sho,ws 

thAt 1n a negot1o..teo: und~~tine,' t:I,:s here ,ro~osce, tho undGl"Wl'itcrs 

e:m acquire r:tgh ts during. the stocl'..ho·ld'ersJ Stl'bscript1ol: period ~d. 
; 

thereby exert a stabilizing effect on tho m~rket :price· which ~oule be 

absent 'Under compcti tive arrongements. Then,. tOO:f' the number of 

sh~res to be sold to underwri t~rs i s- inc~efini te due to the o:t:fering 

first to 'be DUl.d'e to the sho.reholders .. 

Ap~licnnt i$ of the opinion that a cotter distribution of. 

its shares c~' be effected by me~$ 9£ the arrcng~on.t it nov proposes. 

'I'b.e record: shows that app11c.mt has been succ<:!ssful in <l1cposing of 

zu.bs~t1cJ. blocks of stock during 1950, 1951 and 19'52 by mC!lnS of 
I 

underwri tten stockholders % offerings somewhat s1m.11ar to the', one pro-
- ' ,\ 

:posed in this proceeding.. A S'lllDmary of the results o:t ~cse'i ctlr11er 

offerings is indicated 1n the .following tabulation: 

Number 0 f shares offered 
B~s1s of orfering 
Results of 0 frering -

SUbscribed by shareholders 
SUbscribed by others upon 
purcb.ese o~ rights 

Subscribed by undc:t"Wr1 tel's 
upon purcnase of r~ts 

Unsuosc:ribod--purc.."'lased by 
u:o.dorwriters 

Tot 01 

1250 1951 :'1252 
l5.656,l56 lz419, 562 2z271,300. 

for 5 J. for 7 ~::for 5 
i 

75.39% 51.91% 65.42% 
\ 

.1 

7.7'> 2.46 14 .. 07 
.' 

l4.30 42·52 28.23 
! 

Z.5S l .. :!:,l 2 .. 28 
~oo.po~ 2.o0.00~ l2.~.o~ 

From Exhibit 10, it appears that at present 5S% of app11~ 

cent's stoclr.hold.ers, Owing more th:m 54% of the outstanding cOmmon 

stock, nre residents of Cal1fomia and that the ,proportions of such 

participation and holdings have been increasing. It is tv be p:'oVidee 

in the proposed underwr1 tine agreement that the unc.crwri tors will 

aldeavor, so ff.!r as pOSSible, to give preference to orders by r~.s1-

dents of the stc.te to purchase sho.res. 

I . , 
i 
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" 

Fro:!. a,. "reView ot the record in this particular p:rocecding 

we are of the"opinion that we are .. 'W'arr:m.tcd in granting the ,requested 

exemption <:mdl.in m.cld.ng ,a preliminary ord~r at this time autho:r1zing 

the issue :md s:Jle of t..i.c sh.:l.rcs of stock .. · At ~ later date .. upon 'the 

filing of a zuppJ.em.en tal c:pp11cati1jn by applicant shomng th,¢ price o.t 

wb.ich it proposes to dispose of. its shares .. we 'Will give further con­

sideration to this applic~tion. 

A public nee-ring haVing 'been held in th1s m<:lttcr: and the '. 

Corm:l1ssion having considered the eVidence ~ubmi tted ond be1ng of tl'::o 
op1..."l1on t..i.at the money, property or labor to be procured or paid fo,r 

'by the issue of 1,946,829 shares of COmclon stock 'by.Pacific Gas <met 

Electric Company is reasonably required 'by it for the purposes 

sp~c11"ied herein, that such purposes arc not.. in whole or in part:l 

reason~bly chc.rgeable to operc..ting expe:nscs or to incom~, Clnd that. 

this, application should 'be gronted .. subjcct to the proviSions of this 

order; therefore .. 

IT IS HEREBY OP.DERED as follows: 

1. Pacific Gaz end El~ct:ric COtlpony, c.fter the eff.cctive 

d~tc hereof and on o~ before Dcc~bcr 31~ 1953, may issue~ sell ~d 
,,' 

deliver, upon subSCription pursuant to rights evidenced by trons­

i"ero.ble 'W'~rr~ts to be issued to the holders o! record or its common 

stoCk at the close of business on September 15, 1953 .. not exceeding 

1,946,829 sho.res of its common stoek, such shares to be offered to< 

the ,holders of a:pplic.-mt1 s shares of common stock on the basis set 

torth in tb.is c.pplic.:r.tion and o.t such price as the Commission here- , 
I 

o.ftcrmay :fix in a. supplemental order in this proceeding .. 

" il 
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2. Pac11"ic Gas c..~d Electr.1c Company, after the effective 

dat¢ h~reof ~d on or before Decembor 31; 1953, may issue ~d sell to 

underwriters such of soia l,946,829 shares or common stock as ho.ve 
. 

not 'been subscribed and paid for pursu:mt to the offoring to :11'1'11':' . . 
cont J s shareholders, such unsubscribed shtlres to be sold at su.ch 

price as the Commission hcrcc.ftcr may fix'in Co su::?~lemcntal order in 

this proceeding. The iSS':le of said sho.rcs of stock is hereby exempted 

rro~ th? re~Uixements of the Commission's comp~titive bidding rule 
, I ~, I ,.'. ., • ~ I 

set forth in Decision No. 38614.,. dated. Jonua.ry: 15, 1946, proV1ecd 

I:l:ission .. 

3. Pacific Gas :md Electric Com1'QnY shall use th.e net· 
.... ,. ~ I • """\ • :. 

proceeds to be received from. the is~c end' z6.1e or' s.::dd 1,946,$29 
, " j • .' J'" : j ~ 

sh~rcs of co~on stock to reimburse its treasury in part on account 
. .'r" . 

of' capitol expen.ditures m.o.d.e on or prior to Mo.y·31". 1953·, to repay 4; 

bZl!1J~ loans wbich m~y be outstanding, &ld/or to prJ.y in part the cost 
":' ." . . 

of~dditions" extenSions, betterments or 1mprovemer .. ts to 1 ts p1<l..""l.ts, 
J • 

pro~crtics. ~d fncilit1es made, or to be m~de, subsequent to May 31, 
( ,:, ,I • : \ 

195~ .. 

4. 'The autho:::-i ty herein grcnted to issue ::me sell said 

1,946,829 shD.ros of common stock Will beco~~ effective "When' the Com-: 
, ...... 1, • 

::ission by Do supplem.entru. order shc.11 have fixed the price at "'WhiCh. 
';' . . 

" . 
said sha.res 01: stock mt:y be sold. All other authority gr~ted 'by 

t:b.!.s oreer is c!!ective upon the d::.to hereof .. 
! .. 

·5. On o!" before December 31, 1953, PaCific Gas and Elcct:r.ic 
1 • .;:' I ,', . 

Company shall file 'With the CoI!l1'llission a statement sho'W'1ng the number 
1~ " , 

.. j /,; • f l , '.' f 

of com:nor~, shareholders of' record. on September 15, 1953; the number of' 
, :" t.· ", '. 1_.' ~ , ,. I , 

suoscriptions 'by shareholders, 'by others 'W'ho purchasoo; rights. to 
• !. 

".' subscribe ~"'l.d by undcrwrt tel's upon exercise of r1ghts; the num.1::cr of 
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shares subscribed 'by such shareholdors" by others and by underwriters . 
during the subscription period and the gross'proceeds received; the 

n"l.lrilber or unsu.bsc:rioed shares purcho.sed by undeI'W'l"1ters; andtb.e ex­

p'en.sos incurred. by applicant in connection with tho issue 'and "shle' of 

the 1,946,829 Shares of stock. Such statement shall be' t11'OO :i.D.J~.iieu 

o-f a repo.:rt, 'Ol" reports, under General Order No. ~A. 

6. As soon as available,,·3ppl1c~t shall rile ~~th the 

Commission five copies or its final ,rospectus in connection' 'With the 

offering or said sha.res or stock. 

Dated at San Froncisco, California, this &.4; day of 

September, 1953. / " 

Commissioners 
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