
Decision No. .~~ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the investigation 
t:.pon the Commission's 0'Wn motion to 
determine the propriety of requiring 
public utilities to invite publicly, 
written sealed bids for the purChase 
of their securities. 
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Case No. 476l 
(Peti tion for 
Modification) 

Claude ~ Eosenberg and Chas. ~ EJ.kus,...l.t.:., 
for Califor.nia ~ater & Telephone Company, 
petitioner; John Francis NcYlan, for Halsey, 
Stuart & Co., Inc., protestant; Orrick, Dahlquist, 
Herrington & Sutcliffe and Warren A. Palmex, for 
CalifoDlia-Pacific Utilities comp~, interested 
1'arty; Brobeck, Phleger & Harrison, by Georg,Q ]h 
Rivp,s, for The Califor.nia Oregon Power Company, 
interested party; O'Melveny & Myers, by Frederick 
~ Edwqrds, for Southern California Water Company, 
interested party; McCutchen, T.ho~s, Matthew, 
Griffiths & Greene, by Roogrt Minge Bro~, for 
California Water SerVice Compar..y &ld San Jose Water 
Works, interested parties; ~ QldQn~9Xf, for Cali-
for.nia Electric Power Company, interested party; 
J..:. ~ ?h~lp S , for the Commi ssion,r s sta!'!'. 

OPINION Qli PETITION FOB MODIFICATION QE COMPETITIVE BIDDING ~ 

On J~uary l5, 1946, the COmmission made its order re-
q,uiring public utili ties to invite 'W'l'i tten scaled. bids for the pur-
chase of their securities, with certain exceptions. The Commissionts 
requir~cnt is set forth in its Decision No. 38614 and is referred to 
as its competitive bidding rule. 

At this time we ha.ve under consideration a petition filed. 
by California Water & Tel~hone Company requesting the Co~~ssion to 
amend its competitive bidding rule in the following respects: 

(a) Equity securities should be exempted from said rule. 
(b) Debt securities should be exe.mpted from said rule when 

they are .sold privately or solely to insti tutional inve~tors 
~d not through a pu~ic offering. 
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(c) ~e present exemption on the sale ot securities where 
the total consideration receivod by the issuing public utility 
is $1,000,000 or less should apply only to debt securities, 
arLO. should be enlarged so as to exempt the sale of securities 
whore the total consid~ration received by thQ issuing public 
utility is $3,,000,,000 or less. 

Public hearings on the petition for modification were held 

in San Francisco before Commissioner Mittelstaedt and Examiner Cb1~~ 
the matter being taken under submission on April l4, 1954. A motion 
to dismiss the petition was made by counsel for Halsey, Stuart & Co., 

Inc. 

The Commission prescribod its competitive bidding rule in 

1946 after ext~dcd hearings. In the exercise o! its administrative 
1'\mctions it con¢luc:led that the issue 'by utilities of securities" 
including equity securities, should be made at competitive bidd~g, 
.-..r.i. th certain exceptions as set forth in the rule. It recognized there 

might be cases where competitive bidd~g should not be required and 

it made p rovi sion for exemption upon due showing by a utili ty 1n any 

particular issue. The records of the Commission clearly shov that 
it has not been unwilling to grant exemption from the applica.tion or 
the competitive bidding rule upon showing being made that more 
ad...,antageous terms might be 'expected from negotiated underwriting 
and by private placement than oy competitive b1dding. 

A review of the record in the pending matter shows that the 

reasons now advanced for modificat10n of the bidding reqUirements" 
in general}' arc th.c same as those presented to the Commission in th(: 
original proceeding. These matters were fully considered by the . 
Commission at the time it promulgated. its present rule. In our 

opinion" no addi tional evidence is nov before us 'Which 'Would wa.r:rant 
us to modify our rcqu1remGnts as rc~ucstcd by petitioner. 
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The record in this proceeding docs ~ho~, however, that the . 
Commission has exempted all preferred stock issues of lezs than . , 
$3~000,000, that since 1948 it has exempted all common stock offer-

ings of less than $;,000.,000 'When requested to do so, ~d that since 
1950 it similarly has exempted all applications involving de~t 
financing of loss than that amount. From ~ rcvi~'W' of the ini"ol"'lllAtion 
now before the Commission, it appears that in general security under-
io."l'itcrs have Sh010lll little interest in competitive bidding proc(:Gding3 
involving rin~~cing of less than. $3,000,000 and that sales of 

::;ecuritics in that amOimt 'Which 'Were made by private placement or by 
negotiated underwriting ~ere consummated under reasonabl~ terms. 
upon the basiS of our experience 'With the competi ti VI!:: bidding rule,' 

it appears to us that it is reasonable to increase the present 

exemption from. $1,000.,000 to $3,000,000. 

One further modification of the administrative procedure 

set forth in our competitive bidding rule will be considered at this 

time. Under our existing rule the utility, in each proceeding involv-
ing sales of securities at competitive bidding, is required to tile a 

supplemc.."ltal application setting fort...~ information regarding the 1:~idz 
receiv~d and requesting issu~c~ by this Commission of a supplemental 
order approving the pricc 0 ffered by the successful 'bidder. It 
appears to u::; that this provision 0'£ the competi tiv'c bidding rule 

should 'be modified so as to eliminate the mandatory reqUirement. In 

the future the COmmiSSion, while retaining the right to require th~ 
fil~g of supplemontal applications as in the past, may at its 
option authorize the utility to issue and sell it: s~curities at 
compcti ti ve bidding to the underwri tor or undel"'Wl'i tors offering the 

most favorable ter.ms as disclosod bY the bids received. 
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· . 
ORDER Q[ PETITION FOR MODIFICATION QE COM?ETITlVE BrDDrN~ RULE 

Public hearings having bean held on the above entitled 
~atter, and the Commission having considered tho evidence and being 
of the opinion that ~ order should be entered ~~ding th~ 
co~potitive bidding rule in certain respects; therefore, 

IT IS HEREBY OBDERED as follows: 

1. Subparagraph 5 ot. tho first ordering paragraph or the 

order in Decision No. ;8614, dated January 15, 1946, reading as 

f'ollows: 

"5. Any security issued and sold where the total con~ 
sideration received by the issuing public utility is $1,000,000 
or less." 

bo, ~d it h~reby is, modiried to read as follows: 

"5. A..¥l,y socuri ty issued Mod sold 'Where th~ total con-
siC!.cration r(:ceivcc. by the issu1ng public utility is $3,000,000 
or loss ... ·" 

2. Tho fourth ordering par~graph of the order in said 
Decision No. ;8614, reading 'as follows: 

"IT IS HEREBY FtJRTHER OP.DERED that as a condition 
precedent to the entering of an order authorizing a public 
utility to issu~ ~y security covered by this order, it shall 
rile With th~ Commission ~ appl1c~tion setting forth e~ch 
bid received ~e which bid it is ready to accept. The Commis-
~ion roserves the right to deny the application or grant it 
condi tiona1ly • n 

be, ~d it hereby is, vacated ~d set aside. 

3. Excopt to the extent indic~ted here~, the petition 
ror modification is denied without prejudice. 
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4. The effective date or this opinion and OI'c(:I' on 
petition for modification of competitive bidding rule Shall be 20 
dayz after the date hereof'. 

T.he foregoing order, in effect, disposes of' the motion to 

-u:: Dater! at San Francisco, Cali1'ornia, this ~ ~ - C,t):y 01' 

Apnl, 1954 .. 
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