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"'" N 5:3176 ... ecis!on o. _______ _ ORtCI~Al 
BEFOP.E T.tiE PUBLIC tJTI:::'ITIES CO~·ZISSION OF TEE STATE OF CATJIFCRN3:P 

In the Matter or ~~e App1ic~tion of ) 
PACIFIC GAS ~D EL~CTRIC CON.?ANY, a " 
corporation~ for an orde~ cf the Pub2ic ) 
Utilities Co~~ss1on of the State of : 
california ~uthorizing ap~11cant, a~ong ) 
other things., tolsSUe., sell~ and : 
deliver shares of its co~on stock in ) 
the :na..."'lncr ~ to the amou.."lt ~ and for the : 
purpo~es set forth herein; and ~e11ev- ) 
mg Applicant of the :c.ec~s:;1 t"j' of" : 
co~~lying ~itb the requ1r0~ents of ) 
Section A; 1 of said Co~issionls : 
G~"leral Oreer No. 24-A. ) 
____ iF1.n~~1~1_ -_C,2.!7lm,on. St.Q.c.f) ___ .:.. 

Applic~tion 
No. 38041 

F. T. Searls, John C. Morrissey and 
Malcolm A. MacKillop, for applicant. 

On j;·1ay lS, 1956, Pacific G~s and Electric Com"Oany fil~d 

t..'1~ <::.'bove-ent1 tled applica.tion for authorization to issue J sell, and 

deliver 312,791 scares of 1 ts C01DJlon stock of the par value of ~~;25 

eaCh and of the aggregate par value of $20,319,775 .. 

A l,ublic hearing was held befo:-e Co:nrnissioner Unt~reiner 

and Exam~er Cole~an !n SQn Fr~cisco on ~ay 29, 1956, at which 

ti:ne the r.ott~r 'WilS taken un,d~r submission. The Cormn1ssior.. has 

rec~ived no protests in the proceeding. 

The pur?ose of ~~e proposed financing is to p~ovide 

ap:>lica."l.t ",,"1 th funds to reimburse"i ts trea.sury 1 to pay b~nk loans 

~~d to prov1~e the cost or additions to, extensions or, ~nd bettcr­

~ents or improvements to its ~lants, prorerties, or f~ci11tios mu1c, 

.. 
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or to be ~ade3 zubse~ue~t to J~nu~ry 31, 1956. Ap~licant ~eoorts 

that U:9 to Janut.o.ry :31) 1956, it!:: expenditures !'or cQ.p1tal purposes 

fo': ,·;hic:h it hc..d no't beon reimbursed. throug..'l the issue of perrn.::.nent 

s~c:1!l"ities 31Dour.ted to 0467,2.38,710.60, the a;.nount having been rro­

videa p~~arily ~~th depreciation ~oney and retained earnings, that 

it h~s oorrow0~ or expects to borrow $35~OOOI000 on ~hort-term bank 

loans by the tiI::e its stock proceeds become available, and that it 

has need for additional fur.ds to im~rovc its c~sh p~sition, ~1rou~l 

the payment of its bank borroWings, and to proceed with its cor.st~uc­

tion activities. !n this connection, it reports the unexpended balance 

of authorizations for capital additions and improvements in process of 

const~:ctiori at January 31, 1956, in ~~e total ~~o\mt of 

$14.3)363~470.52> segregated as follows: 

Electric 
Gas 
Water 
Ste~ 
O~~er physical ?ro~erty nnd ~lant 
held for future use 

CO~"'!lon utility 

Total 

~~l04, 68/+, 050 .10 
33,931~598.84 

68.3,048.95 
l5,012.76 

~~080_82 
4,0/*7,6"9 l Q2 

$;143., 363? 470.5$ 

The testi:tony sho,.;!) that not ~11 the jobs now under con­

~truction will be com,lcted this year ~~d that addit1on~1 work Will be 

au~orized f:-o=n time to time. A,p11cnnt expects that during the 

12 ~onths ~~ding January 31~ 1957, the cost of c~pital additions ~nd 

i~,roveme!lts """ill be e('J:ual to or ,rill exceed the S'1.ml of $130" 000, 000_ 

It is estimated 'by ap,lica~t that l€ss than one half of 

its capital exper.di tures will be financed with funds nm ... in 1 ts 

tre~su!'y and from funds eX'P(~cted to be available from intern<?l 

sources. In vie~ of the magnitude of applicantrs construction 
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,!'ogl"a..":l it is clear t!'lat it .... i111 'be called upon, f.rom time to time, 

to engage in add1tiona! f1n~cinz in ttkO future. Ap?licant is of 

the o~inion that because of ,revailing market conditions it should 

undeTt~e the sa!e of shares of common stock at this time
7 
rathe~ 

than some other form of security .. and that b::r doing so it will maj.n-

tain ancl i:Jprove 1 ts cari tal str'Jcture. Its ratios as of Aoril 30.) 

1956.7 ~d as adj':lst~d to give eff.'ect to t."le pro,osed :i.SS1) e of com:aon 

stock are as follows: 

Bonds :md notes 
Pref€'Tred stock 
Common stock equity 

Total 

A'r>r5,l '30, 1956 

48.1% 
19.6 
22·3 

lOQ.O% 

Pro Foma 

46.6% 
19.4 
34.0 

~ ... o 0,<1 b\} ·iLJ 

Prcsently~ 16)255~811 sh~res of common stock are outstand­

ing. The book value is calculatec. to be ~~35.15 a sha:-e on the ba!rois 

of the A,r11 30J 1956 recorded figures, and the market price rGcently 

has boen repoTted at ~;50.00. For a number of years applicant paid 

~~a~terly divide~ds on its outstru~ding eo~~on ~h~res of 50¢1 but in 

July -' 1953, i t iner~~sed th¢ Clua:-terl~i Q,1vidcna. to 55¢ 1 a:ld in 

~arCh) 1956) to 6C~. 

Sale (')f Stock 

Under the ,~ovisions of a"licantl~ articles of inc or-

,o~~tion the holders of the ~rescntly outstanding shares of common 

stock have the pre-emptive r1ght to subscribe for and to purchase 

any new issues of coomon shares. 
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Accordingly, app1ic~~t proposes to offe~ the 812,791 

sh~res of coomon stock to its present common stock shareholders of 

record at ~c close 0: bus~~css on J~e 12, 1956, to issu.e to said 

shar~holders o~ J~~e 18, 1956, transrerebl~ warrants evidencing their 

ritnt to subscribe to the shares to be offered, which rights will 

exp1r~ at the close o! business on July 2, 1956, and thereafter to 

issue and sell its shares u,on subscription and Dayment of the 

?urchasc ~r1ce in $ccorda~cc with the terms of the warrants. 

In order to 1nsu~e the sale of all the shares of stock, 

applicant intends, if so authorized by the Commission, to enter into 

an underwriting agreement for the sale to certain undeI~Titers of 

the shares not subscribed ~d p~1d for purs~ant to the offGr to the 

shareholders. Under the terms of t~e proposed underwriting a~ree­

mer.t, it is expected that the underwriters will ecquire rights d~~g 

the stockholders' subscript10n period, and, u?on exercising such 

rights, will distribute such shares through their normal distributmg 

channels. It is asserted that the activities of the unde~~riters 

during ~ne ~ubscription period tend to e~crt a stabilizing effect on 

the market price of the stock. 

Comnet1t1v~ Biddi~ 

The issue of the sha=es of stock to applicant's share­

holders ?ursuant to their pre-emptive rights is exempt from the 

require~eni~s of the Co~~1ss1on's c~mpetitiv€ bidding rule. 

Applicant see~s an order at this tioe exempting from such 

requirements the issue and sule of the unsubscribed shares, a~d, in 

this connection, it asserts that although it has no agreement ~rith 

any underwriters at this time as to the price of its shares, it is 

ot the opinion better results have been obtained in the pest ~~d 
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can be obtained ~t this t1~e be means of a negotiated ur.derwriting. 

Acco~d!ng to the record, prior i~sues have been disposed of success­

fully u.~de~ conditions si~ilar to those now proposed with respect to 

the ~resent issue. Exhibit No. 10 filed at the hearing contains the 

fo11o~~g data with respect to th€ last three co~on stock offe~ings 
of applicant: 

12111 12~2 19~~ 
Par value offe~ec ~'=l~ 1/~8Q I o~Q 126.7~2z~OO ~~8s670s722 Su1:lscr1ptions -

By shareholders lS,423,675 37,149,150 33,587,575 By underwrite~s upon 
exercise of rights 15,090,550 16,026,325 12,539,800 By ·others 870,850 2,310,400 1,634,1.25 Unsubscribed - p~rchased 

by unde:-wr1ters lJl0312:Z~ 112Q6 3 622 ~Q212:2~ 

Total $35,489,050 $56.7$2,500 $48.670,7~5 

Sale Pr:i C(: 

The resolution of applicant's board of directors provides 

for the sale o~ the 312,791 shares at such price as the president and 

ge~e~al manager might deter~ine, but not less than their par value 

of $25 a share .. 

At this time, the s~le price ar.d the terms of the under­

writers' agre~e~t h~ve net been fir~~11y determined. Tney ~ill be 

reported to the Co~ission in a supplemental app11c~tion to be filed 

in tr~s proceeding. 

Conclu.Sions 

From a review of the record it is clear that applicant 

'101111 have need fo~ additional funds from the issue of c~p1tal ~ccur1-

ties in order to enable it to meet its req1.1.iremen ts and to proceed 

with its construction activities, ~d that the issue of shares of 

CO:r:lon stock, at this time, is deSirable. In view of applicant's 
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past success ~ disposing of its common. stock offerL~gs, there appears 

to be no re~son ~hy it should n~t be a~thorized to proceed with simi­

lar arr~~gcments at this tice. 

Upon a !'ull cons1de:-atio!"l of this matter 'We will enter a 

preliminary order authorizing tae iss~e or the shares of stock and 

approving the request for exempt~on fro~ competitive bidding. At a 

later eat~, upon the !iling of the supplemental application setting 

forth the proposed sa!e price ~d the terms of the underwriting 

agre~ent, we will consider ~~ing a final order. 

ORDER .... _- --

A public hearing having been held L~ the above-entitled 

application and the Commission having considered the evidence sub­

mitted and being of the opinion that the money, property or 1a.boT to 

be procured or paid for by the issue of the stock herein authorized 

is rca~onably required for the purposes speCified heretn~ and that 

Such purposes are not, in whole or in part~ reasonably chargeable to 

operating expenses or to income; therefore, 

IT IS HEREBY ORDERED ~s follows: 

1. P~cific Gas and Electric Company, after the effective 

date hereof and on or before Deca~ber 3l, 1956 , may issue, sell and 

deliver, UPPD ~~bscr1ption pursuant to rights evidenced by trans-

ferable ~arrants to be issued to the holders of record of its common 

stock at the close of bUSiness on June 12, 1956, not exceeding 

812,791 shares of its common stock, such shares to be offered to 

the h~leers of anplic~~tts shares of common stock on the basis set 

forth in this application and at such price as the CommiSSion here­

after ~yfix in a supplemental order in this proceeding. 
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2. Pac:t!'1c Gas and Electric Company, after th.e eff0ctive 

date he~eof and on or before December 31, 1956, may isSUe and so11 to 

underwriters such of said 812,791 shares of co~on stock as ha7e not 

~e~ subscribed and paid for pursu~~t to the offering to applicant's 

Sb.arehold~rs, such unsubscribed shares to 'be sold at such price 8.S 

the Co~iss!on hereafter may fix in a supplemental order in this 

proceedL~g. The 1ssue of said shares of stock is hereby ey.em,ted 

from the req~ire~ents of the Cocm1ssion's competitive b1dding r~le 

set forth L~ Decision No. 38614, dated January 15, 1946, as amended, 

provided applic~t obtains for ssid shares a price satisfactory to 

the Com':'n.ission. 

3. Pacific Gas and ElectriC Company shall usc the net 

proceeds to be reCeived from the issue and sale of said 81~,79l shares 

of com.::on stock to ~ei:nburse its treasury in part on account of 

capital expenditures made on or prior to January 31, 1956, to repay 

ba.~ loans which may be outstanding, and/or to pay in part the cost 

of additions, extenSions, betterment$ or improvements to its pl~ts, 

pro~erties ~~d facilities made or to be made, subsequent to January 

31, 1956. 

4. The authority herein granted to issue and sell said 
, 

812,191 $hares of cocmon stock will beco~e effective when the Com-

mission ~y a supplemental order shall hsve fixed the price ~t Which 

said shares of st~ck ~y be sold. All other authority granted by 

this order 1$ effective upon the d~te hereof. 

5. On or before December 31, 1956, p~ciric Gas and 

ElectriC Compa::.y shall file With the CommiSSion a statement showing 

the n~ber of common shareholders of record on June 12, 1956; the 

number of subscriptions by shareholders, by others who purchased 

rights to subscribE! and by underwriters upon exercise of rights; the 
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number of shares subscribed by such sh&reholders, by others and by 

underwriters during the subscription perioo ~~d the gross proceeds 

rec~ived; the number of ~subscr1bed shares purchased by underwriters; 

and the expenses incurred by applicant in connect1on with the issue 

and sale of the 812,791 shares of stock. Such state~ent shall be 

filed in lieu of a report, or reports, under General Order No. 24-A. 

6. As soon as available, applicant shall file w1th the 

Commission five co~ies of its final prospectus in cor~ection with 

~~e offering of said shares of ~tock .. 

i£ San Francisco, California, this ____ ~~_--____ _ 

day of --",,","""~;";;;;;"_1 1956 .. 

Commissioners 

Comi:::9ioner.~~~?~~ .• !..': ..• p.?.~le!. 'boing 
nec0ss~r11y a~scnt, did not partic1pato 
in the d1s~oeit1on of this ~roceo~ing. , 
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