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~3~' Jo, ..,~, l,t) Decision No. ____ _ 

BEFOR£ THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALI~ORNIA 

In the matter of the application of 
PACIFIC GAS AND ELECTRIC COMPANY for 
an order authorizing applicant, among 
other things, to issue, sell, and 
deliver shares of its common stock 
in the manner, to the am.ount, and 
for the purposes set forth herein; 
~d relieving applicant of the 
necessity of complying with the 
re~uir~ments of Section A, 1 of 
said COmmission's General Order 
No. 24-.A. ' 

(Financial - Common Stock) 

Application No. 40106 

,E. 1 .. Searls, John Q. MorrisseZ tmd 
PhiliE !. Cr::tne, !l!.., for applicant, 
,E. ~ • .l&'I. M, of counsel. 

o PIN ION - .... -------

On May 23, 1958, Pacific Gas and Electric Company filed 

the above-entitled application for authorization to issue, sell, 

and deliver 853,781 shares of its common stock of the par value 

of :ip25 each and of the aggregate par value of ~~2l,344,525. 

A public hecring was held before Examiner Coleman in 

San Fran,cisco on June 9, 1958, :at which time the matter was talten 

under submission. The Commission has received no protests in 

the proceeding. 

Sale of Stock 

Under the provisions of applicant's articles of incorpora­

tion the holders of the presently outstanding shares of common stock 

have the preemptive right to subscribe for and to purchase any new 

issues of common shares. 
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Accord~gly~ applic~t proposes to offer the 853~781 shares 

of common stock to its pres~nt common stock sharehold~rs of record 

at ~~e close of business on J~~e 17~ 1958, 1n the rat10 of one share 

for each 20 shares then h~ld~ at a price hereafter to be fixed, to 

issue to said sha.reholders" on or before June 23" 1958, tr.msfer~.ble 

waTr=nts eVidencing their right to subscribe to the shares to be 

offered, which rights Will expire at tho close of busj~ess on July 8~ 

1958" znd ther~after to issue ~~d sell its shares upon subscription 

and p~.yment of the purchase price in accordnnce with the terms of 
" 

~""'e warrants. 

In order to insure the sale of all the shares of stock, 

~pplicont intends" if so authorized by the Commission, to enter into 

an underwriting agreement for the sale to certain underwriters of the 

shares not subscribed and paid for pursu~t to the offer to the 

shareholders. Under the terms of the proposed underwriting agree­

ment~ it is expected that the underw:riters will acquire rights during 

the stockholders T subscription period and, upon exercising SUch 

rights~ will distribute such shares through their normal distributing 

channels. It is asserted th~t the activities of the underwriters 

during the subscription period tend to exert a stabilizing effect 

on the market price of the stock. 

Competitive Bidding 

The issue of the shares of stock to applicant's shareholders 

pursuant to their preemptive" rights is exempt from the requirements 

of the CommissionTs competitive bidding rule. 

Applicant seeks an order at this ttme exempting from such 

requirerllents the i~sue and s2.1e of the unsubscribed shD.res and" in 

this connection~ it asserts that although it has no agreement with 
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any U.~dc~7iters at this time as to the p~ice of its shares, it is 

of th0 opinion bette~ results have b~en obtained in the past and 

Ct.rl be obtained at this time by menns of a negotiated underciting. 

According to the record, prior issues have been disposed of success­

f"..uly under conditions similo.r to those now proposed 'With rcspect to 

the present issue. Exhibit No. 8 filed at the he~ring contains the 

folloWing data with respect to the last three common stock offerings 

of applicant: 

.llil l2..U ill.§. 

Shar0s offered 2,271,300 1,946,829 812,791 Subscriptions -
69 .. 01% 67.59% By shareholders 65.42% 

By underwr1te~s upon 
exercise of r1ehts 28.23 25.76 27.55 By others 4.07 3.36 2 .. 2$ 

Unsubscribed -
purchased by underwriters 2.28 1.87 2.28 

Total lOO.OO..%, lOO.OO~ 100.005& 

Sale Price 

The resolution of applico.nt t. s board of directors provides 

for the sale of 853,781 sh~res at such price as the president and 

gencr:::.l manager might determine, but at not less than their par 

value of $25 a share. 

At tiUs time, the offering price to the sharehold~rs and 

the s~l~ price and the terms of the underwriters' agreement have 

not been finally determined. They vlll be reported to the Commission 

in a supplemental application to be filed in this proceeding. 
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Pur~ose of Financing 

The purpose of the proposed financing is to proVide applicant 

~~th fUnds to reimburse itz treasury, to pay bank lo~s and to provide 

the cost of additions to, extensions of, and better.ments or tm~rove­

ments to its plants, properties, or fncilities made.; or to be msde, 

subsequent to January 31, 1958. Applicant reports that up to 

J~unry 31, 1958, its expenditures for capital purposes for which it 

had not been reimbursed through the issue of permanent securities 

amounted to $580,736,571.55, the amount having been provided primarily 

with depreci~tion money and ret~ined earnings, that it has borrowed or 

eA~0cts to borrow $59,000,000 on short-ter.m bank loans by the time its 

stock ~')roceeds become available" and that it he.s need for additional 

funds to improve its cash position" through the payment of its baru~ 

borro~~ngs" and to proceed With its construction activities. In 

this connection, it reports the une:cpended balance of authorizations 

for capital additions and improvements in process of construction at 

J~U2.ry 31" 1958" in the total amount of $154,848,678.83" ,segreg~ted 

as follows: 

Electric 
Gas 
\.J'ater 
Steam 
Other physical property and plant 

held for future use 
C~mmon u~i1:tty 

Total 

$l36,177,169.03 
11,040,873.03 

779,233.92 
153,:280.22 

37,,322.nn 
6,660,800.62. 

$154.848.678.83 

.The test~ony shows that not all the jobs now under construc­

tion i-rill be completed this year and tha~ additional 'Work 'Will be 

authorized from time to time. Applic.;mt e:-""Pects tha.t during the 

year 1958, the cost of capital additions and improvements Will 

~ppro'timate the sum of $180,000,000. 
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Capitn1 Structure 

It is estimated by applicant that about one half of its 

c~pit~l expenditures ~~ll be financed With runds now in its treasury 

,and from funds cx.:pccted to 'be available from internal sources.. In 

, view of the magnitude of applicantfs construction program it is clear 

that i'c Will be called upon, from time to time, to engage in addi­

tional financing in the future. Applicant is of the opinion tht'.t 

bec~use of prevailing market conditions it should undertake the 

sale of shares of common stock at this time, rather than so~e other 

form of security, and that by doing so it will maintain and l.."':lprove 

its capitc1 structure. Its ri::l.tios as of April 30, 1958" end as 

adjusted to give effect to the proposed issue of common stock are 

as follows: 

Bonds and notes 
Preferred stock 
Common stock eqUity 

Total 

April 30. 1958 

50.2% 
17.1 
32.7 

100.0% 

Pro Forma 

48.2% 
17.l 

. .34.7 

100 .. 0% 

At the close of bUSiness on April 30, 1958, 17,075,602 

shs.res of common stock were outst~.nding. The book value is calcu-

lated to be $39.10 a share on the basis of the April ;0, 1958 

recorded figures, and the market price recently has been reported 

For a number of yoars applicant paid quarterly 

dividends on its outstanding common shares of 50¢, but in July, 

1953, it increased the quarterly dividend to 55¢, and in Max'ch, 

1956, to 60¢. 
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Conclusions 

From a review of the record it is clear tnat applicant ~ll 

hav~ need for add1t1on~1 funds from the issue of capital securities 

in order to ena~le it to m~et its requirements and to proceed with 

its construction actiVities, and th~t the issue of shares of common 

stock, at this time, is desirable. In view of applicant's past 

Success in disposing of its common stock offerings, there ~ppears 

to be no reason why it should not be authorized to proceed ~~tn 

similar arrangements at this time. 

Upon a full consideration of this matter ~e will enter a 

preliminary order authorizing the issue of the shares of stock and 

approVing the request for exemption from competitive bidding. At 

a later dute, ~pon the filing of the supplemental application setting 

forth the proposed sale price and the terms of the underwriting 

agreement, we will consider making a final order. 

The action taken herein is for the issue of stock only and 

is not to be construed as indicative of ~mounts to be included in a 

future rate base for the purpose of determining just and reasonable 

rates. 

A public hear1ng having been held in the above-entitled 

application and the Commission having considered the evidence sub­

mitted and being of the opinion that the money, property or labor 

to be procured or paid for by the issue of the stock herein ~uthorized 

is rensonably required for the purposes specified herein, and thut 

such purpos~s are not, in whole or in part, reasonably chargeable to 

operating expenses or to income; therefore, 
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IT IS HEREBY ORDERED as follows: 

1. Pacific Gas and Electric Company, after the effective 

date hereof and on or before December 31, 1958, ~y issue, sell and 

deliver, upon subscription pursu2nt to rights evidenced'by transfer­

able "ioT;;1rrants to be issued to the holders of record of its common 

stock at the close of business on June 17, 1958, not exceeding 

853,781 shares of its common stock, such shares to be offered to 

the holders or a.pplicant T s shares of common stock on the basis sct 

forth in this application and at such pric~ ~s the Commission 

here~ftcr ~y rL~ in a supplcmental order in this proceeding. 

2. Pacific Gas and Electric Company, after the effective. 

date hereof and on or before December 31, 1958, may issue and sell 

to underwriters such of said 853,781 shares of common stock as have 

not been subscribed ~d paid for pursuant to the offering to appli­

cantts shMreholders, such unsubscribed shares to be sold at such 

price as the CommisSion hereafter may fix in a supplement~l order 

L~ this uroceeding. The issuc of said shares of stock is hereby 

exempted from the req~irements of the Commissionts competitive 

bidding rule set forth in Decision No. 38614, dated January 15, 

1946, as amended, provided applicant obtains for said sh~res a price 

satisfactory to the Commission. 

3. Pacific Gas and Electric Company shall use the net 

proceeds to be received from the is~~e and s~.e of said 853,781 

sh~res of common stock to reimburse its treasury in part on account 

of capit~l expenditures made·on or prior to January 31, 1958, to 

repay bank loans which may be outstanding, and/or to pay in part the 

cost of additions, extensions, betterments or improvements to its 

plants, properties and facilities made, or to be made, subsequent 

to January 31, 1958. 
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4. The author1 ty herein gronted to issue and sell said 

853,781 sh~res of common stock will become effective ~rhen the 

Co~ssion by a 5Upple~ental order s~ll have fixed the price at 

which said shares of stock may be sold. All other authority 

gr~ted by this order is effective upon the date hereof. 

5. On or before December 31, 1958, Pacific Gas and Electric 

Company shall file With the Commission a statement showing the number 

of co~~on shareholders of record on June 17, 1958; the number of 

sub~criptions by shareholders, by others who purchased rights to 

subscribe, and by underwriters upon exercise of rights; the number 

of shares subscribed by such shareholders, by others, and by under­

writers during the subscription period and the gross proceeds 

received; the number of unsubscribed shares purchased by underwriters; 

and the expenses incurred by applic~t in connection with the issue 

and sale of the 853,781 shares of stock. SUch statement shall be 

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

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

Commission five copies of its final prospectus in connection with 

the offering of said sh~res of stock. 

Dated at _____ .,..... _____ ~-, C~lifor:n1aJl thi$~ 
{2 

- 8 -

resident 

COl'Ilr'..issioners 
Ray E. Unterciner 

CO:llm1s:J1on~re. .. Mit.t.hc.w .. .r .•.. llQ.~lQ~o1ng· 
nec~$sar11y ~b~ent. did not p~rt1c1~ate 
in the disposition of th15 procoed1ng. 


