
e 
A.41S6S MON 

Dee1sion No. 59194' 

BEFORE THE PUBtIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 

SAN DIEGO GAS & ELECTRIC COMPANY 

a eorporat1on, for authority to issue 
and sell 500,000 shares of its Common 
Stock of the par value of $10 per 
share, and for an order of this 
Comm1sSion exempting Applicant from 
the requirement that such shares be 
sold at competitive bidding. 

Application No. 41565 

Chickering & Gregory, by Sherman Chickering, 
for applicant. 

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

In this proceeding the CommiSSion is asked to make an 

order (1) exempting from competitive bidding a proposed issue 

by San Diego Gas & Electric Company of 500,000 shares of its 

common stock ot the aggregate par value of $5,000,000 and 

(2) authorizing the company to issue and 3ell said shares. 

The appllcatlon was fl1ed with the Commission on 

October 9~ ~959. Therearter~ a pub~~c hear~ng wao he~d berore 

Examiner Coleman in S~~ Francisco on October 21, 1959, at which 

time the ~~tter was taken under submission. The Commission has 

received no protests in the proceeding. 
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Purpose or Issue 

The company seeks authorization to use the proceeds 

from the sale of its shares of common stock (1) to reimburse 

its treasury for moneys actually expended for the acquisition 

of properties and for the construction, completion l extension 

or ~provement of racilit1~s, and (2) for the reduction and 

discharge of its short-term bank loans which may be outstanding 

at the t~~e the stock money is received. 

In Exhibit C, applicant reports its uncapitalized 

construction as of August 31, 1959, at $32 1801,639 and in 

E7~ibit B, it reports its unexpended balance of budgeted 

construction 1te~s as of August 311 19591 at $17,635,600. 

The company reports that, as of the end of August, its 

outstanding short-term bank loans aggregated $91500,000 and it 

est1mates that it will increase such borrowings to $15,000,000 

prior to the issue and sale of the common stock, with respect 

to whiCh this application has been filed. It reports that its 

bank loans have been, and will be, incurred in meeting its 

construction requirements. 

Capital Structure 

It has been applicant's practice to finance temporarily 

with short-term bank loans and from time to time to refinance , 

with permanent securities. Its capital structure, as of 

August 31, 1959, including its short-term bank loans, appears 

in the following tabulation: 
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First mortgage bonds -
3-3/8's due 1970 $16, 000, 000 
31 s due 19~8 10,,000, 000 
3-1/4's due 19 2 12, 000,,000 
2-7/8's due 1984 17,000,,000 
3-1/.4's due 1985 18,000,000 
4-7/8's due 1987 12,000,000 

Total first mortgage bonds $ 85,000,000 41% 
Debentures, 4-5/8' s due 1984 15,000,,000 7 
Notes payable to banks ~.t~00.z000 ~ Total bonds and notes 1(), 00"OOO 
Preferred stock -

5% ser1es 7,5001 000 
4-l{l' series 6, 000,,000 
4.4 series 6,,500,,000 
5.60% series 7,500,000 

Total preferred stock 27,,500~000 13 
Common stock equity -

40,,000,,000 Common stock 
Prem:1.\.UTl. on stock 9,,920,,196 
Retained earnings 19,789,208 

Total common stock eqUity 62zZQ2 z404 ~ 
Total ~2061' 7~ 404 100% 

The outstanding common stock conSists of 4,000,,000 

shares of the par value of $10 eacti. During the past five years 

app11cant has paid dividends at the rate of 8% 0: the par value 

1n 1954 and 1955; at the rate of 9.2% in 1956; at the rate of 

9.6% in 1957; and at the rate of 9.8% in 1958. The book value 

C~ tha o~tst~dins eommon sharas is caicuia~~~ at i17.~5 a share 
on the b~~o or the Auguot 3~, 1959 recorQeQ r~gure5, anQ the 

market ~r~ee hS$ ranged dur~ng ~959 rrom 25-l/4 to 29-3/8, 

with recent sales at about 26. 

Sale of Stock 

Applicant has not entered into any contract ror the 

sale of its sh3res of common stock but proposes to offer them 

at su~~ price as its Board of Directors shall determine but at 

not less than their par value of $10 each a share , to the holders 

of record or the presently outstanding shares at the close or 
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business on or about November 4, 1959 1 at the rate of onE~ new 

share for each eight outstanding shares l and to offer to issue 

and sell not to exceed 100 of su~~ shares as shall not have been 

subscribed and paid for pursuant to suCh offering to stockholders 1 

to each regular employee l including o~f1cers, and to each former 

employee who 1S receiVing benef1ts under the retirement or pens10n 

program of the company, such offering to be for cash at the sub

script10n price at whiCh the shares shall be offered to shareholders. 

In order to insure the sale of the entire block of 500,000 shares l 

app11cant proposes to enter 1nto an underwriting agreement With a 

group of underwriters wh1ch Will provide for the issue and sale 

to underwriters of such of said 500#000 shares of common stock 

as shall not have been subscribed and pa1d for pursuant to the 

offer to shareholders and employees. Tentative arrangements 

provide that the underwriters shall purchase the shares not so 

subscr1bed and paid for at the same subscription pr1ce and will 

pay to applicant 60 per cent of the amount, if any, by wh1ch the 

gross price the underwriters rece1ve in d1sposing of such shares 

exceeds their purchase price. Further tentat1ve arrangements 

provide that applicant Will pay the underwriters a commiSSion 

of 8~Oths of one per cent of the aggregate subscription price 

on the 500 1 000 shares. 

Compet1tive Bidding 

Applicant's shareholders do not have preemptive rights, 

and accordingly the company 1s requ1red to obtain an exemption 

from the Comm1ssion's competitive bidding rule# 1n order to 

submit its shares to its shareholders for purchase. 
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In support of the request for exemption a witness 

called by applicant testified that the management had received 

requests from its shareholders and employees for additional 

stocl{, that the present market is favorable for the sale Of 

shares of common stock, that applicant desires to afford its 

present shareholders and employees the right to so acquire its 

co~~on stock, and that it desires to sell as much of the pro

posed issue as Possible in its own service area ~~d in Cal1~ornia, 

Which, it is asserted, can be done more readily under a negotiated 

sale than under competitive bidding. In the past applicant has 

been successful in undertaking sales of its stock under terms 

somewhat similar to those now proposed. In the year 1953, for 

example, 800,000 shares Of its common stock were Offered to 

shareholders at a price of $13.30 a share with similar arrange

ments for the sale of its shares to employees and for the 

underwriting of the entire offering. Again in 1954, an 

offer1ng of 800,000 shares at $13.75 a share was made under 

s~lar arrangements. 

Sale Price 

The resolution of the company's Board of Directors 

provides for the sale of the 500~OOO shares of common stock 

at such price as the Board of Directors m1gl:rc determine but 

at not less than their par value. 

The record shows 1t is contemplated that the shares 

W1ll be offered to shareholders and employees at a price 7-1/2% 

below th~ pr1ce on the New York Stock Exchange on November 2, 

1959, rounded to the nearest ten cents. 
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Conclusions and Findings 

From a review of the record developed in thiS 

particular proceeding, it is clear that applicant will have 

need for additional funds to meet its short-term baru< borrowings, 

to improve its capital structure and to enable it to proceed w1th 

its construction activities. In view of applicant's past success 

in disposing of its common stock offerings, there appears to be 

no reason why it should not be authorized at this time to proceed 

with the proposed sale under similar arrangements. Moreover, the 

number of shares to be taker~ by underwriters is indefin1te due 

to the prior offering to stockholders and employees. 

We are of the Opinion, therefore, and so find, that 

the issue of the 500,000 shares of common stock shall be exempted 

from co~pet1t1ve bidding, that the money, property or labor to 

be procured or paid for oy the issue and sale of said 500,000 

shares of stock is reasonably required for the purposes specified 

herein, and that.such purposes are not, in whole or in part, 

reasonably chargeable to operating expenses or to income. 

On the basis of these findings, we will enter an order granting 

the application. 

The authorization herein granted is for the issue of 

stock only and is not to be construed as indicative of amounts 

to be included in a future rate base" for the purpose of deter

min1ng just and reasonable rates. 
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ORDER ------

A ~ublie hearing having been held in the above-entitled 

matter and the Commission having considered the evidence and 

being tully apprised in the premises, 

IT IS HEREBY ORDERED as follows: 

1. The issue by San Diego Gas & Electric Company of 

not to exceed 500,000 shares of common stock hereby is exempted 

from the Co~~ssionTs competitive bidding rule. 

2. San Diego Gas & Electric Company may offer, issue, 

sell and deliver, upon subscription pursuant to rights evidenced 

by transferable warrants to be issued to the holders of record 

of its common stock at the close of bUSiness on or about 

November 4, 1959, not to exceed 500,000 shares of its common 

stock of the aggregate par value of not to exceed $5,000,000, 

at a price determined as set forth in the preceding opinion. 

3. San Diego Gas & Electric Company may offer> issue, 

sell and deliver not to exceed 100 shares of said 500,000 shares 

of CO~T.on stock as shall not have been subscribed and paid for 

pursuant to the offering to stockholders, to each regular 

employee, including officers, and to each former employee who 

is receiving benefits under an established retirement or penSion 

plan of the comp~~y, on or about November 4, 1959, for cash 

at the same subscription price at which said 500,000 shares 

shall be offered to stockholders. 
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4. San Diego Gas & Electric Company may issue , sell 

and deliver, pursuant to an underwriting agreement hereafter 

to be entered into by applicant , such of said 500,000 shares 

of common stock as have not been subscribed and paid for 

pursuant to the aforementioned offerings to applicant's stock

holders and employees and for.mer employees , at the same price 

at which said 500,000 shares shall be offered to stockholders 

~~d employees. 

5. San Diego Gas & Electric Company shall use the 

proceeds to be derived from the issue and sale of 500,000 shares 

of co~~on stock (a) to reimburse it for moneys actually expended 

for the acquisition of property and for the construction, comple

tion, extension or improvement of facilities, which moneys were 

actually expended from income or from other moneys 1n the 

treasury of ~~p11cant not secured by, or obtained from, the 

issue of $ecur1t1es~ and (b) for the reduction and discharge 

of short-term bank loans outstanding at the time the stock 

proceeds are received. 

6. On or before February 29, 1960, San Diego Gas & 

Electric Company shall file with the COmmission a report shOWing 

the number of common shareholders of record on or about 

November 4, 1959, the n~~ber of shares subscribed by share

holders, by employees and by former employees, by others upon 

purchase of rights to subscribe, and by underwriters, and 

showing the expense~ incurred in connection with the issue 

and sale of the 500,000 shares and the account, or accounts, 

to which such expenses were charged, such report to be filed 

in lieu of a report, or reports, under General Order No. 24-A. 
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7. The authorization herein granted shall become 

effective on the date hereof. 

~ed at 

this ~day of 

~@ Fr:lJl.~'il I CalifOrn1a" 

({)~/l../ I 1959. 
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