
EL 

C;'>C-S Decision No. _-_"-__ ~ __ 

BEFORE THE PUBLIC UTILITIES CO~{ISSION OF THE STATE OF CALIFOF~:A 

In the Matter of the application of ) 
PACIFIC GAS AND ELECTRIC COMPANY ro~ : 
an order or th~ Commission: authoriz- ) 
ing ap,lic~t to issue and s~ll and : 
deliver 1,000,000 sl'lares (par vo.lue ) 
~25 each) of its r~deemablc first : 
?referrcd stock, and to use the pro- ) 
ceeds for the ~urposes herein set : 
forth; and finding and declaring the ) 
issue and sale of said shares of : 
~tock exempt from the competitive ) 
bidding requirements of Decision : 
No. 38614 \46 CRe 281) issued ) 
January 15, 1946 in Case No .. 4761. : 
-. - ... - - - - - - - - ~ - - .... -- .- - ~ .) 

Application 
No. 37315 

!. 1· Searls and E. ~. Joh."lS, for a'1'licant; 
Dion R. Holm~ City Attorney, and Paul L. Beck, 
Chief Valuation and .R3.te ~gineer in the City 
AttorneyTs Office, 'by ~1.~, for the City 
and County of San Franc1sco, interested party. 

Pacific Gas and Electric Company, on September 22, 1955, 

filed this ap,lic~t10n for authoriz~tion to issue and sell 

l)OOO~OOO sha~cs (~25,OOO)OOO par value) or 1t~ redoemable first 

preferred stock by ~eans of a negotiated unde~~itins. 

A public hearing on the application'was held before 

Co~issioner Untereiner and Examiner Coleman in San Francisco on 

October 10" 1955, at which time the matter ·,rt'.s t;lkcn 1.:lndcr subrnisa1on. 

The Commission h~s recoived no protests in the ~roceeding. 

For a number of years applicant has been eng~ged in ~ sub

star-tial program of ,1ant e~ansion and., according to Exh.1'bi.t 2, has 

expended apprOXimately $926,,000,000 for construction dur:i.:ng: the 

r,>eriod from January 1, 1950;, to July 31, 1955. It re~')orts tha-t not 
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~ll ~f its eh~end1tur¢$ have be~n p~id or ~rov1dcd by the issue of 

:!,crman~nt securities and that a su'b'st~.ntial am01.'.nt has be~n f:tn.mcod 

temporarily with depreciation moneys and ret~incd earnings. In 

EXhibit B, it shows its untinanced capital expenditures at June 30, 

1955, in the amount of $418,025,832. 

At this time a~~licant seeks to replenish 1t~ treasury 

with proceeds from the sale of its preferree shares. It asserts 

that it has need for moneys to pay outstandtng short-tere loans now 

in the amount of ~23,000,000 and to meet ,art of its new construct1on 

costs. It sr.ows its unexpended bal~ces of approved construction 

jobs.;, now in progress, at $107,18.3,886.88, segregated to departments 

as follows: 

ElectriC 
Gas 
'VIater 
Steam Sales 
Other Phys1cal Property and Plant 

Held for Future Use 
Common Utility 
Total 

$ 9:3,:371,606 .. :33 
9 ,592,140.93~, 

830,564 .. 52' 
3,264~6S 

4 ... 082.56' 
3,382,227.86 

~~107,183 ,886.88 

It appears that not all of ti1eso ~ounts Will be· expended 

during the coming year and that in addition there will be other jobs 

approved. Applicant estimates that for the 12 months ending 

June :30, 1956, its capital additions ..,ri11 be equal to or ":1111 exceed 

the su~ of $130,000,000 1 about one-half of whiCh must be financed 

from external sources~ and that through the ene of 1957 its e~endi

tures Will aggregate ~.pproxim.atc1y $.350,,000,,000. 

Thus, being faced ..,~th a continuing 'rOgram of plant expan

Sion, applic~~t is re~uired to develop an uninterrupted supply of 

capi tal funds. It is of the opinion that the ~rJ"ct will be receptive 

to its offcr~e of the preferred shares at this time, that ~le condi-
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tion of the common stock and bond ~arket is not pro~it1ous to the 

sale of those types of securities and that its capital r~tios pe~1t 

the sale of addit10nal preferred at this time.lI 

Subject to receiving authorization from the Commission, 

app1ic~nt proposes to dispose of its preferred shares by means of a 

negotiated une.e%"tr.t"it:i.nc. It asserts that in its opinion better 

over-all results "Till be obta,ined through negoti~tion than through 

a sale under com~etitive bide1ng. Its treasurer testified that the 

size of the preferred offering c9.oes not lend itself to competitive 

bidding, that it ~~ll require approxtmately 200 unde~~1ters to 

market the offering successfully} and that he q,uestions whether a 

second group could,be formed in the event compet1tiv0 biddine ~ere 

to be requ1re~. He stated further that applicantf$ preferred stock, 

because of rre~uent offerings ~~d the large amount outstand1ng~ h~s 

no scarcity value and that a large offering such as is h~re proposed 

req,uires'advance market preparation which cannot be expected under 

competitive bidding. 

Applicant hac filed, in its Exhibit 2, ~ s~~ry or publiC • 

utility preferred stock offerings throughout the countr,y during 1954 

and 1955. T~~ statement indicates that it is the general ~ract1ce 

of utilities to dis~ose of larger offerings by me~ns ¢f ncgot1~tio~, 

that there have been only two offerings as high as $25,000,000 

during the last two years ~d that as to the sm~ller issues, in 

gener~11 there was no substantial difference between the r~nge of 

prices under negotiation ~d the range ~der competitive bidding. 

11 Applicantfs capital ratios at August 31, 1955 ~~a as adjusted to 
give effect to the proposed financing are as follows: . 

August ~ 1955 Pro Fo%'m~ 
Bonds and bank loans 48. () 4 7 ~ J% 
Preferred stock 18.7 20.:2 ' 
Eq'l.lity capital :32.4 32'-2 

100% 100% 
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U~on rev1e~~ng the application we are of the opinion 

that exemDtion of the proposed issue will not be adverse to the 

public interest and that a preliminary order is warranted granting 

ap,licantfs re~uest. At a later date~ ap~licant will file a 

sup,lemental application setting forth the dividend rate, ~cdemption 

price!: and other specific terms and conditions o,! the n:ev shares or 

preferred stoclt, if ar.y, Ilnd the pr1ces at which it intends to 

dispose or them. At that t~e the Commission Will give further con

sideration to this application. 

ORDE.R 
~---- .... 

A public hearing haVing been held on the above-entitled 

matter, and the Commission having considered the evidence and being 

of the opL~on that the application should be gra~t0d? as hereir. 

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

for through the issue and sale or the shares of stock herein author

ized is reasonably required by applicant for the purposes SP~C1ficd 

herein, and tn~t suCh purpo=es are not, in w.hole or in part, 

reazor~bly chargeable to operating expenses or to income, therefore, 

IT IS HEREBY ORDERED ~s follows: 

1. The issue and sale of l~OOO,OOO sharez of redeemable 

first ,referred stock by Pacific Gas and Electric Corn~any hereby is 

exempted from the proviz1ons of th~ Commissionfs eompet1tiv~ bidding 

rule set forth in Decision No. 38614" dated January l5', 1946,. as 

amended, provided applicant obtains for said shares a price satis

factory to the Commission. 

2. Pacific Gas and Electric Company 1 after th~ effective 

date her~or and on or before Decemb~r 31, 1955,. may issue ~nd sell 
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said sharos of redeemable rirst preferred stoc~ at ~ ,rice to be 

fixed by the COmmission in a zupplemental order. 

3. Pacific Gas and Electric Com~any sh~ll use the ,rocccds 

to be received through the iss~e and sale of said 1,000,000 s~res or 

redeet:lZ.ble firit prefc'rrcd stock to reimburse its trcazur"j', in part, 

on account of capital expenditUres made on or prior to June 30~ 

1955, or to pay 1n part the cost of additions to, extensions of, 

and betterments or im~rovements to its plants, ~rop¢rties and 

facilities made, or to be made, subsequent to June 30, 1955~ and 

to repay ~ loans. 

4· The authority herein granted to issue and soll $aid 

1,000,000 shares of redeemable first preferred stock will become 

effective ~cn the CO~i$sion by a sup~lcmental order shall have 

fixed the '!'rice at wh.ic!'l said shares may be sold. In other 

res!;)ects, this order is offective u!'on and after the date 
hereof. 

5· Within 90 days after the issue ~d s~le of s~1d 

1,000,000 sharos of redeerlla~lc first preferred stoel~" Pacific Cas 

~d Electric Com,any shall file With ~le COmcissi?n 0, rerort sho~dng 

the names or the uneerwriters to whom s~id share~ ot stock W0~C 

sole~ the nuober of sh~rez sold to e~ch ~ncle~~iter, and the con

sideration r~ceived" together iTith three copies or its 

!Jr os;gectus .. 

6. On or ,before Januar,r 31, 1956, PaCific G~s and 

Electric Coo!"Jany' shall file vTi tb. the Comriliszion il report sho",':ing 

in detail the expenses incurred by it in connection with the 

issue and sale of said l,OOO,OOO sharc$ and the account, or 

-5 



A.37315 EL e 

accounts, to which. zaid expenses ,-rere charged. 

, California, this If~ d~y Dated at San Fr.«.ncisc:o 

OfC:~_~~J ~ 1955. 


