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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO~!IA 

In the Matter of the Application of ) 
· · CALIFORNIA-?ACIFJ:C UTILITIES COMPANY" ) 

a corporation, for an order authorizing 
it to issue and ~:ell (a) 50,000 5% . 
qumulative Convertible Preferred Shares" 
~20 pa.r value, and (b) an indeterminable 
number of its Common Shares, $10 par 
value, issuable 1.:~pon conversion of such 
Preferred Shares. 

----------------------

· ) 
· · ) 
· · ) 
· · ) 

Application 
No. 36799 

California-Pacific Utilities Company has filed this 

application for authorization to issue and sell 50,000 shares of 

its 5% cumulative convertible preferred stock of the par value of 

$20 each and of the aggregate par value of $1,000,000. 

The purpose of the proposed financing is to provide 

applicant with funds to reimburse its treasury and to permit it to 

liquidate short-term bank loans and to proceed with its construction 

progr~. Applic~lt reports that L~ carrying on its construction 

progrmn it bec&"ne indebted to Bank of America National Trust and 

Savings Associati~:m in the amount of $900,000 represented by a 

3-.3/4% note due M:9.rch 31, 1955 .. that such indebtedness may increase 

before the issue imd sale of the preferred shares, and that during 

1955 it will be faced with addi tional expenditures for construction 

and expansion in the amount of $2" 564,063. It asserts that the 

extent to "iohich additional funds will be required cannot be deter

mined at this time but that it 'Will obtain such funds, when needed" 

from its own resources, from borro~ngs, and from the sale of 
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securities. Pre~lently it is contemplating the sale of $1,500,000 

of' debcm.tures later in 1955 or early in 1956. 

Applic8.nt is engaged a.s a public utility in the electric, 

g~s, ~atcr and telephone business in California, in the electric, 

ga: and tel¢phone businczs in Oregon, in the electric, gas, water 

and telephone bus:Lness in Nevada, in the electric busi.."less in Idaho 

~d Hyoming, and :In the nonuti1i ty sale of butane-propane gas in 
1/ 

Oregon and Ca1iroJ~1a. According to infor.m~tion filed with the 

CommiSSion it!: ne1~ investment in utility plant amounted to 

$15,331,781 and 1r.L nonutility plant to 0724,264, at the close of 

1954, a total or ~;16,056,045. It hQ.s been its practice to fin:mce 
. , 

itself temporarily, in part, under a line of credi t with Bank of 

.A.~erica National !'rust and Savings Association Clnd, from time to 

time, to liquidate its borrowings with other securities. Its 

co-pi tol rQ.tios, exclusive 0 f short-term loans, on December 31, 1954, 

were as follows: 

First mortgage bonds 
Debentures 
Preferred stock -

5% 
5~~% convert1 ble 
5.4% convertible 

'Iotal preferred 
Eq1;.i ty capital -

Common stock (24J.,554 shares) 
Surplus items 

Total equi ty c ~lpi tal 

Totals 

1I 

~~l, 4.35, 000 
119,480 
754,280 

2,415~540 
2,286,281 

$. 7,225,000 
1,700,000 

2,308,760 

4,701,82l 

115;935,5S1 

For 1954 e.pplican t r~orted total operating revenues of ." 
~6, 625,822, o:f' Which 29. 7,i} were obtained in the BeniCia, Colusa, 
Lassen, Weaverville~ Shasta and Needles DiviSions, 52.5% in the 
Oregon Divisions and 17.8% in other divisions. 
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The out~t~e1ng mortgage bonds consist of five series 

with interest rates ranging from 3-1/4% to 4% and ~th maturity dotes 

extending from 1'969' to 1984.. The debentures consist of a 4-1/4% 

issue due in 1972. Applicant has paid dividends on its outstanding 

common shares of $1~40 in 1953 and $1 .. 42~ in 1954. 

App1ic,ant now propose~ to create a new series of pre

ferred stock and~ upon receiving authorization from the Commission, ' 

to sell 50,000 shares' of such new series under negotiated arrange- . 

ments. The ne ..... shares will be entitled to annu31 dividends at the 

r~te of 5%, cumulative as to the initial issue of 50,000 shares 

from March 15, 1~155, and will be convertible at any t1.-ne on or 

before April 1, 1965" at an initial conversion basis of two-thirds 

of one common zh:lre tor each sholro of new preferred stock. The 

share=: will be rl~deemable at ~21 eoch on or before April 1" 1960, 

and therea.fter and on or before April 1, 1965" at ~·20. 75, and there

ofter at $20.50 a. share, plus in each case all accrued and unpaid 

dividcnd~ to the redemption date. 

It app~~ars that applic~t has canvassed the market for 

preferred ::tock and h:l~ arrived ~t the conc1uzion that it cannot 

~cll preferred shares unless the so.'ne arc convertible into cormnon 

share~ and that, even with this feature, it will not be able to 

:::011 its new shm~cs at a price equal to their par value. It has 

entcrcd into ncgc)ti,:\tions with Firot California Comp.:my for the 

zDle of its new ~jhares but at this time is unable to st~te the 

price at which they will be sold" although it is contemplated such 

price will be approximately $18.95 a share. It reports that 1 ts 

board of dircctox's has ordered a transfer from retained earnings to 

stated capital of an amount equal to the discount from par on the 

so.le' of the n €w ~:hares and that it will charge ~ga1nst its retained 
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c.lmings the expenzc$ it 'Will incur in connection with the issue~ 

Financi~u. statements tiled W1 th the application show; as 

of December .31, 19'54, current 3ssetz of $2;450,613, including cash' 

of ~~l,015,412, end currmt liab111tieo or $2,.320;070. The state

ments fur,ther sho"W' gross income available for fixed charges of 

~;S81,020 in 1953 and of $943,088 in 1954, as con'trasted 'With esti

mated charges during the coming year of $.329,929 for bond and 

debenture interest and $155,858 for preferred stock dividends, 

including dividends for a full year on the shares proposed to be 

issued and Zlssurning no conversions into common shares. 

Applicant's balance sheet indicates that it does not have 

~ffici ent funds otl ha.."'l.d to proceed 'With :1. ts construction activities 

and to liquidate 11;s bank 'borrowings, without depleting its 'Working 

cash. Its eaming~l, on the baSis of its reported income stc,te

ments, should be art.ple to service the new shares and it appears to 

us that the issue of ~uch shares will tmprove its capital ratiOS and 

ult1matelY1 through the operution of the conversion feature, Should 

result in an increase in the equity pOSition, thereby creating a 

broader base in the capital structure to support future debt 

financing. 

However, applic:mt has not completed its arrangements for 

the sale of i ts pre:~erred shares and we will enter only a pre

liminary order at this time with respect to such shares. Upon the 

filing by applicant of a supple~ental application setting forth 

the proposed price of the shares and the terllls of the sele 'We will 

give further considc!ration to the transaction: 

-4 



A • .36799 MMti e 

The order herein will authorize the issue of common shares 

from time to timE! in exchange for suCh preferred shares as may be 

surrendered for conversion. 

Xhe Commdssion having considered the above entitled matter 

and being of the opinion that a j')ublic hearing is not neceSZ2.ry" 

that the application should be granted, as herein provided, that 

the money" pro percy or labor to be procured 0 r paid for by the 

issue and sale of the shares of stock herein authorized is reason

ably requ1red by applicant for the purposes specified herein" and 

that such purposes ~re not, in Whole or in part, r~asonably charge-" 

able to operating expmses or to income, therefore, 

IT IS HEREBY ORDERED as follows: 

1. California-Pacific Utilities Company may issue not 

exceeding 50,,000 shares of its 5% cumulative convert\ble preferred 

stock at a price hereafter to be fixed by the Commission. 

2. Califor.nia-Pacific Utilities Company, from time to 

time" may issue, as fully paid, such number of its common shares as 

shall be required to be issued upon conversion of all or any part 

of said 5% cu:nulative converti ble preferred shares, in accordanc'e 

Wi th the conversil~n rights. 

3. Ca1:ifomia-?acific Utilities Company shall use the 

proceeds from the sale of its shares of preferred stock herein 

authorized for th,~ purposes set forth in this applice.tion. 

-5 



A.36799 !¥'J.!\lW e 

4. The authority herein gr~ted will become effective 

when the Commission by a supplemental order haz fixed the ~ricc at 

which California-Pacific Utilities Comp:;my may issue and sell said 

shares of preferred stock. 

Dated at S~ Francisco" Califomia". this 1'tf.d do.y of 
~U1/' // ___ ' _v;;;..;~'C<::/l~_~, 1955. 

COmmissioners 
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