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Decision No.

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CANIFORNIA

In the Mattercaf the Application of
PACIFIC GAS AND ELECTRIC COMPANY, a
co*poration, for an order of the Public
Utilities Commission of the State of
Califormic authorizing applicant, among
ovher things, to issue, cell, and
deliver shares of 1ts common capital
stock in the mamnner, to the amount,
and for the purnosos set forth hcreﬂn‘
ad relieving opplicant of the ncccssity
of complying with the requircents of
Section A, 1 of salid Comission's
General Order No. 24~-A.

: (anancial ~ Coron. Suock)

Application
No . 34662
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rigssey, for applic:nt.

Pacific Gas a2nd Eleetric Compéhy has filed this applicafioh
for suthorizotion to issue, sell and deliver 1,946,829 shares of its
‘common stock, of the par value of $25 cach and of the agegregote par )
value of §48,670,725."

The applicatiéﬁ was fil'ed with the Cormission on August 20,
19532. A pudlic nearing was held before Exeominer Coleman in San
‘I(?r:ncisco/,on Scptember 3, 1953, 2t which time the matter was teken
‘umder sutmi séion.

The purpose of the proposed finaneing is te provide appii-
cant with funds to reimburse 1ts treasury, to repay bank loans which
mey be outstanding, and to provide the cost of additions to, exten~
sions of,' and betterments or improvements to its plants, properties
amd facilities. Applicant reports That up to May 21, 19532, it had
expanded for capital purposes the sum of $332,366,936.12 whiqh.'had
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not’ been provided by the issue of permanent securities, such costs
having been met primarily with depreciation money and ea;'ned surpl_us,
that subsequen‘g to May it had issued and now has outstanding short— |
term bank loans in the principal amount of $12,000,000, and that it
has need for additional funds upon replenishing Lts treasury to im-
prove its cash position through the payment of 1ts short~term indcb%
edness and to procced with its constmc'f:ion program. In this
comnection, it reports the unexpended balénces of authcrizations for

capital additions and improvements in process of constmction‘ in the‘

amount of $260,165,492.45, scgregated to departments as follows: .

Electric ' $208,751,193.34
Gas 45,146,817.17 .
Water . 830, 458.18
Steam 105,654.22
Other physical property and plant held ,
for future use 1,000.00
Commen utility S 5,320,369

Total . §$260,165.492.45

The testimony shows that not all the jebs now under con~-

»

struction will be completed this year and that additionsl work will
be suthorized from time to time. Applicant expects thaﬁ during the
twelve months ending May 31, 1954, 1ts expenditures for capitel oddi-
tions mé improvements will equal orx exceed the sum of $150,000,000,
and that of this amount less than one-third will be provided with
funds now in its treoasury and funds expected to be available from

Internal sources.

| It is apparent that applicant will be called upon to cngage
in additicnal financing in the future. Applicant is of the opiniozi
that it shoul&'-*underta.lce the sale of shares of common stock at this
“ime, rathe: than some other form of szecurity, in order to maintain’
and improvg, its.capital structure. Its capital ratios as of June 30,
1953, and as adjusted to give effect to the proposed {ssue of coﬁmon

stock, ‘are reported 2s follows:
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June 30, 1953 Pro Forma
Bonds 49.8% L7.6%

Preferred stock 20.2 19.3
Equity capital 0.0 .
Total 100.0% 100.0%

The record skows that applicant proposes to offer it‘ls
shares of stock, at a price which has not been determined as yet but
will be fixed at a latef date, %o the holders of the presently out-
standing shares of common stock of réco-rd‘ at the ¢loseof business on
September 15, 1952, pursuant to their preemptive rights, at the rate
of one new share for each seven then held, that 1t pPlans to Lssue
transferable warrants on or before. September 21, '1953,\, to such stock~
noldérs to evidence thoir respective rights to subscribe for the
shares to be offered, that such rights ;,ha.ll expire at the close of
msiness on October 6, 1953, and that applicant will issue and sell
' its shares upon subseription and payrent of the purchase price, in
accordance with the terms of such warrants. In order to insure the
“sale of 2all the saares of stock; applicant intends, if so authorized.
by the Commission, to enter i.n'bo an wmderwriting zgrecment for the
sale to underwriters of the shares noi subseribed and paid for pur-
seant to the offering to the sharcholders. |

The Lssuc of the sheres of stock to applicantrs shareholders: -

pursaant to thelr preauptive rights is exompt from the requirements of
" the Commission?s competitive bidding rule.  Applicent seeks an order
2t this time e:&empting from such requirements the issue and sale o

- ndorwriters of the wasubscribed shares and in connection with its
request Lt states thet {1t has no agreement with any underwriter as to
the price of its shares but that if is of the opinion better results
can be obtained by it by means of a negotiated wnderwriting for tlze
reason, among others, that the size of the offering does not lend |
itself %o comﬁetitivc—: bldding. ZThe testimony shows that most of the
wderwriting firms in the country handling utility equity securities
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will be involved in the proposed agreement 50 that 1t is considered
Qoubtful by applicant if a sccond group could be formed to sutmit
bics, should competitive bidding be required. The testimony shows
that in 2 neéoti.ated' undemiting',- 2s here proposed, the mmderwriferé '
can acquire rights during the stockholders? subscription pericd and
thereby exert a stabilizing effect on the m\..:met price which would be
ubamt wunder competitive arrangements. Then, too, the number of
saores to he sold to wnderwriters 1 indefinite due to the offering
first to be made to the sharcholders. |

Applicant is of the opinion that a better dlstrivution of:‘
its shares can be effccted by means of the arrangemont it now proposes..
The record shows that applicant has been suceessiul in di_.po.,ing of
sebstantial blocks of stock during 1950, 1951 and 1952 by means of
wderwritten stockholuers’ offerings somewhat similer to thc) one pro~
posed in this procceding. A sumary of the rcsu...ts of thc.,e carlier

offerings 1s indicated In the following tabulation:

1
b

_19.5_9__ —a22 1902
Number of shares offered 1,656, 3.56 1,419,562 2,271,300
Basis of offering i i for 7 i for 5
Results of offering -
Subseribed by sharcholders ’75.39% 51.9% % 65 427 .
Subscribed by others upon
purchase of rights 7.73 Z. \46 4.07
Subseribed by underwriters i
upon purchase of rights 34.30 42.52 28.23
Unmsgb r;gilbed--purc.’qascd by o | % 28‘
¢ ters : 2.5 3.1% 2.
Total | 10:00% 100007 I00.00%

From Exhibit 10, it appears that at present 58% of appli—
cmt's stockholders, owning more than 54% of the outstanding cdmon
stock, are residents of Californiz and that the proportions of ;uch
participation and holdings have been inercasing. It is to be pf:ovideé
in the proposed underwriting agremmt that the underwriters will

mdeavor, so far as possible, to give preference to orders by resi-

dents of the state to purchase shares.
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From a review o.if the record in this particular proceeding
we are of the@-opinion th.:.t we are warranted in granting the (,z":'cl-lzquested
exemption and .in making a preliminary order at this time authoriziné
the issue and sale of the sharcs of stock.. At a later date, upon the
fling of 2 supplemental zpplication by applicant showing the price ot
which it.proposeé to dispose of its shares, we will give furthgr' con-
sideraticn to this application. T

QRDER

A public neering having becn held in this matter and the -
Commissien having considered the evidence submitted and being of the
opinion that the moncy, property or lador to be procured or paid for
by the issue of 1,946,829 shares of common tock by Pacific Gas and
Zleetric Company is reasonably required by it for the purposes
specified herein, that such purposes arc not, in whole or inl part,
reasonably ché.rgeable to operating expanses or 0 :anomé, and that.
this application should he granted, subject %o the provisions of 'chi%

- order; therefore,
IT IS EEREBY OPDERED as follows:

1. Pacific Gas and Electric Company, after the efi‘ect:!:vé
datc hercof and on ox before Decamber 31, 1953, nay issue, ~scll ond
deliver, upon subscription pursuont to rights cvidenced bs;' trons~
ferable warrants o be Lssued to the holders of z-écord of its common
stock at the close of business on Septamber 15, 1953, not excecding
1, 946 829 shares of its common stock, such shares to be offered to .
the holders of applicont!s shares of common stock on the basi
forth in this cpplication and at such price as the Com;niss.z.on here-~ .

after 'may/ fix in 2 supplemental order in thls pmceeding.f
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2. Pacii‘ic Gas aad Electric Company, a.fter“ the effective
date hercof and on or before December 31, 1953, may iscue and sell to
wnderwriters such of said 1, 946,829 shares of common stock as have
not”bem subscribed md paid for pursuant to the offering to appli-
cant’s shareholders, such unsub..cribed sh:..rc.. to be sold at such
srice as the Commission hereafter mey £ix in o supplemental order in
this proceeding. .Tb.e issue of said shares of stock 4s hereby exenpted

from «hC requiremtmt., of the Commiss fx.on'e compctitivc bidaing rule
set forth in Decn.eion No. 38614, dated 7 anuary 15, 1946, proviced

applicant obtain., for said shares 2 p:-ice sati..fu.c‘cory to the Com~

\.n

m.:'.‘(s,s:’.on.

3. Pacific Gas and Electric Company .,ha.ll use the net
proceeds to be received from the issue and .,ale of said 1, 946 829
shares of common stock to reimburse its trea"u:ry in par‘c on accomt
of ecapital cxpenditure., made on or prior to M_y 31 1953 o repa.y
bank loans whdch may be outstanding, and/or to pay in part the cost
" of additions, extensions, bettements or imrovmer.‘cs to its plants,

p'ﬂovertict' and facilitics nade, or to bc made, sub equent to May 3%,
1953. . o

4. The authority herein 7ra:1ted to issue and sell said
,946 829 shares of common stock will become offective whem the Com-
zmission by 2 supplmmtal order sheall have fixed thc price at which
said gha.ree o stock mgy be s0ld. All other authority granted by

this ordcr is effective upon the date hereof.

.5. On or before Decembdber 31, 3.953, Pacific Gas and Electric
Com*:any h.a..l file w:i.th the Cormission a ,tatememt showing the numbey "
of commor. sharcholders of record on Septembe:- 3.5, 1953 he number of
suoseriptions by shareholdcra, by othcrs 'who purch sed right.r

.+ subseribe and by undcrwritcrs upon exercise of rights; the nmn‘cer of
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shares subscribed by such sharcholders, by others and by underwriters
during the subscr:{ption period and the gross proceeds recelved; the

wumber 6f wnsubseribed shares purchased by undemiﬁei-s; and the ex-
penscs incurred by applicant in conmection with the issue and sale of

the 1,946,829 shares of stock. Such statement shall be' filed in“lieu

of a report, 'or rcports, wnder Gemeral Order No. 24-A.

6. As soon as available, applicant shall file with the .
Commi ssion five copies of {its final prospectue i conncction with ‘the
offering of said shares of stock.

Dated at San Francisco, California, this f'ﬁ/d, day of
September, 1953. :

a 7 >"->=-r-\---—_\_\\

President ™ ‘

Commissioners

.

a
[

Xoumth"’.?ottor
Commiasionend. . Barold P, Sl
necuurﬂy abson.. -4
ir the disposition oL

e 'boing
i¢ not participats

this proceoding.




