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Decision No. 50508 

BEFORE THE PUBLIC UT!LITIES Cu!1MISSI0N OF TaB STATE OF CALIFORNIA 

In the Matter o£ the ~pp~~cat1on or 

SAN DIEGO CAS 6e ELECTRIC COMPAhY 

a corporation, for authority to issue 
and ~ell SOO,OOO shares of ~ts Common 
Stock o~ the par value or $10 per 
share, and for an order of this Com-
~ission exempting Applicant from the 
requiremellt that such shares 'be sold. 
at competitive bidding. 
-------------------

A.pplication 
No.. ;5700 

Chickering & Cregory, by Sherman Chickering, 
for applicant. 

QPINIQN 

This is an application tor an order of the Commission 

e~empting from competitive bidding a proposed issue by San Diego 

G&S ~ Electric Company of 800,000 shares ($8,000,000 par value) of 

its common stock, and authorizing the company to issue and sell 

said shares at a price hereafter to be fixed. 

The application was filed with ~~e Co~ission on August 

12, 1954. There~fter, a public hearing was held before Examiner 

Col~man in San Francisco on August 3l~ 1954~ at which time the 

matter was taken und0r submizsion. The Cocmission has received 

no protests in the proceeding. 

For a number of years applicant has beer. engaged in a 

substantial program of expansion of its facilities. Its reported 

net investment in utility pla.~t has incre~s~d from $96~834~956 at 

th~ close of 1952 to $111~426~239 Qt th~ close of 1953 and to 

$126,090,796 ~t th~ close of June, 1954. It appears that it ~s 

fin~~ccd its expenditures L~ part through the issue of first mort-

g::.g.,;; bonds &..":.c sh.ar,,;~ of prefl;'rrcd .:md co::ur.on stock, its capital 
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structure as of Ju.~e ;0, 1954, including retained earnings, being 
indicated in the fol1o~ing tabulation: 

.Al:lount Per Cen~ 
First mortgage bonds -

3-.3/8's, due 1970 $16,000,000 
3'5, due 1978 10,000,000 
.3-174'5, due 1982 12,000,000 
2-7/8's, due 1984 17,000,000 
Tot~l first :ortgage bonds ~ 55,000,000 45~ 

Preferred stoc~ -
Cumulative 5% 7,500,000 
Cumulative 4-1/2% 6,000,000 
C~ulative 4.4% 6.500,00Q 

Total preferred stock 20,000,000 16 
Common stock equity -

Common stock .32,000,000 
Premiums on capital stock 6,861,369 
Surplus 9,782.678 

Total common stock equity 48,644. 047-12-

Totals $123,644&047 100% 

The outstanding common stock consists of 3,200,000 shares 

of the par value of $10 each. For a num~er of years applicant has 

paid annual dividends of 80 cents a share, being at the rate of 8% 
of the par value. The common shareholders do not enjoy preemptive 

rights with respect to offerings of additional shares. 

The outstaneing shares of cocmon stock, according to ap-

plicant's latest ann~al report, ~er~ held by 21,312 shareholders at 

the close of 1953, of who~ 75~ ~esided in California. Applicant 

desires to accord its existing shareholders the opportunity of 

acqu:iring additional sh:lres of common stock, but because of the 

abs~l'lce of preemptive rights it is required to obta1n from. the 

CommiSSion an exemption from comp~titive bidding in order to sub-

mit the shercs cov~red by this application fi~st to such share-

holders for purchase. !f such ex~mption is granted, it intends to 

off~r th~ 800,000 Shares, at such prie~ as n~rearter may be d~­

ti:rmini;:d but not less thO:1Il th~ir pQ.~ vu1u.;:, to the holders of 

record at the clos~ of bUSiness on Sept~mber 14, 1954, at the 
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rQte of one new share for each four shares now held, and to offer 

to issue and s~ll not to exceed 100 shares of such of said 800,000 

shares as shall not have been subscribed ~d paid for pursuant to 

such shareholders' offering to each regular employee and to each 

former employee who is receiving benefits under the established 

retirement or pension progr~ of the company, for cash, at the 

same subscription price at which the shares shall be offered 
shareholders. 

In order to insure the sale of the entire block of 

800,000 shares, app11c~t desires to enter into an underwriting 

agreement for the sale of such of said shares as shall not have 

been subscribed andp~1d for pursuant to the offerings to share-

holders and employees. Tentative arr~g~m~nts with ~ proposed 

group of underwriters provide th&t tn~ und~rwriters Will purchas~ 

such unsubscribed shares at the same price at which they are 

offered to sharoholders and will pay to applicant 100% of the ~ount, 

if any, by which the amount they rec~iv~ in disposing of such shares, 

less their selling expens~, ~xc0eds such purchase price plus $2C~OOO. 

As compensation to the underwriters for their commi~ents and obli-

gations, applicant will pay to them the sum of 15 cents per shar~ 

for each of the 800,000 shares pluz ~ amount equal to 30 cents per 

s~re for each shar~ purch~sed by the und~rwriters upon the exercise 

of subscription warrants by and for their accounts. 

In support of th, request for exemption a witness called 

by ~pp11cant testified th~t the ~agement had received many re-

quests from tts shar~holders ~or rights offerings, ~s h~re proposed, 

and requests from employ~es for the opportunity to acquire stock, 

th~t the present mark~t is ravor~bl~ for the sale of shares of 

common stOCK, ~d that applic~t desir~s £or as ~y as possible 

of the additional shar~s to be held ~~ its service area and in 
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California. It as~erts that because of the offering first to 

shareholders Gnd employees the number of shares to be sold eventu-

~lly to underwriters is too indefinite to ?ermit submitting the 

issue to competitive bidding. 

The proposed offering is similar to one undertaken by 

the company in 1953. In that year 800,000 shares were offered to 

the shareholders at the rate of three shares for each share then 

held, at ~ price of $13.30 a sh~re, with s~ilar arrangements for 

the s~le of some shares to employees ~d for the underwriting of 

the entire offering. rnfor.m~tion presented to the Commiss1on 

shows that of the total offorine, 34~25 sha=es were subscribed 

by s:'l .... rcholc!ers; 373,890 by o:'o::<crs t::,:·o.lt,n the exercise of pur-

chased .rights .and l.3,)O? oy e~ployef-s, 'witu the remaining; 71,17.7 

$h~I'es bo::inS purchased by underwriters. 

Upon disposing of the ~dditiona1 shares of stock at this 

tim~, applicant proposes to use the proceeds for the retirement 

and dischsrge of all pro~issory notes which may be outst~d1ng 

under its loan ~gret;:ment and for the reilnourseJL.ent of its tre.;::.sury 

for moneys cxper.ded for the ·:,cCj,uisi t10n of property or for th.e 

construction, completion, ext0nsion or icprovem~nt of its facili-
ti~s which. were not secured by or obtained from the issu~ of 

s~curities. Presently it has outstand1ng~,OOO,OOO of notes 1 but 

it expects that this amount will h~ve risen to$5,Ooo,OOO by th~ 

time th~ proceeds fro~ the So.le 0;(' stock become availabl~. It 

reports unreimburs~d expenditures for c~pital purposes as of June 

30, 1954, in the amount of $13,899,482 and its unexpended expendi-

tures under its construction budget in the total ~ount of 

$13,782,900. 

Upon the record as developed in this particular pro-

cc~ding, we ar~ of the opioion we o.re warranted in granting 
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applicant's request for exemption fro~ competitive bidding and in 

making a prelim~ry order at this t1:e with respect to the pro-

posed issue of ·stOCK. 

A public h~~ring ~vin~ been held on the above entitled 

~tter, and the Co~ission having considered the evidence and 

being of the opinion that the application should be granted, as 

h~rein provided, that the money, property or labor to be procured 

or paid for by the issue and sale of t~e sh~res of stock her~in 

~uthorized i~ reasonably. required by applicant for the purposes 

specified herein, and tr~t such purposes are not, in whole or in 

p~rt, reasonably chargc~ble to operating expenses or to L~come; 

therefore, 

IT IS HEREBY ORDERED as follows: 

1. The issue by San Diego Gas & Electric Company of not 

exceeding 800,000 shares of c~on stock hereby is exempted from 

the Commission's comp~titive bidding rule, provided that applicant 

receive for said shares a pric~ satisf~ctory to th~ Commission. 

2. S~~ Diego Gas ~ El~ctric Company may issue, scll and 

d~liver said 800,000 shares, on or b~forc D~cemb~r 31, 1954, upon 

subscription pursuant to rights ~videnc~d by transferable ~arrants 

to be issued to the holders of record of its co~on stock at the 

close of busin~ss on ~eptemb~r 14, 1954, such stock to be off~red 

to the holders of applicant's common stock on the baSis stated.in 

this applic~tion and ~t such price as the Commission may fix by a 

suppl~mental ord~r to b~ issued in this proceeding. 

J. San Diego Gas & Electric Co~pany mny issue, sell ~d 

d01iv~r to each re~~ar employee, including officers, and to each 

-5-



e 
K. 35700 CC 

. former employee who is receiving benefits u.~der the established 

retirement or pension program of applicant on Sept~ber 14, 1954, 

not to exceed 100 shares of such of said.800,OOO shares of common 

stock as shall not have been subscribed and p~id for pursuant to 

the above-mentioned offering to shareholders, at the same sub-

scription price at which said 800>000 shares shall be offered to 
such shareholders. 

4. San Diego C~s & ~lectric Co~pany ~~y issue, sell and 
deliver, pursuant to an underwriting agreement hereafter to be 

entered into by applicant, such of said 800,000 s~res of common 

stock as have not been subscribed and poid for pursuant to the 

above-mentioned offorings to applicant's stockholders and to 

employees ~d former employ~es, at a price hereafter to be fixed 
by the Commission. 

5. s?~ Diego Gas & Electric Company shall use the pro-

ce~ds to be obtained fro~ the issu~ and sal~ of said common stock 

for the retire~ent and discharge of all promissory notes which may 

be issued and outstanding under a~plic~t's loan agreement and for 

the reimburs~ent of its tr~~sury for moneys act~ly expended for 
construction purposes. 

6. On or before J~uary 31, 1955, San Diego Cas & 
Bl~ctr1c Comp~~y shall file with th~ Commission ~ r~port showing 

th~ numb~r of common sharehold~rs of record or. Sept~b~r 14~ 1954, 

th8 number of sh~r~s subscrib~d by sh~reholders, by employees, by 

others upon purc~se of rights to subscribe, and by underwritors, 

and showing the expenses lncurred in connection with the issue and 

sale of the 800,000 sh~r~s ~~d the account, or accounts~ tv which 

such expens8s wer~ charged, such report to be fil~d in lieu of a 
r~port, or reports, under General Order No. 24-A. 
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7. The authority herein granted to issue shares or stock 
Will become effective ~en the Commission by a supplemental order 

sb.a.ll have fixed the price at 'Which. such shares may be sold. All 

other authority granted by this order will become ef£ective upon 
the da.te hereof. 

Dated at Snn Franc1sco, California, this day 

Commissioners 

COr:'! ... ~ ::I:"! on er ...... ~?~.l?-.1?~{l._.?~j(~9.::. ••••• " be!. ~g 
1,e:::"3<~;.-:'~ ~y a~s(,llt. did not :pa:tieilXloto 
i~ ~~e di3~031tion Of this ~rococding. 
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