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Decision No. 64‘258

BEFORE TEZ PUSLIC UTILITISES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application'of
SAN DIZGO GAS & ELECTRIC COoMPANY,

a corporation, for authority to Lssue

and sell 500,000 shares of 1ts Common

Stock of the par value of 310 per A
share, and for an order of +tihls Application No. LlL720
Commission exermpting Applicant from

the requirement thet such shares be

sold at competitive didding.

Chickering & Grogory, by Sherman Chickering,
for applicant. '

OPINION

In this proceeding the Commission is asked to make an
order (1) exempting from competitive bidding & proposed issue
by San Diego Gas & Electric Company of 500,000 shares of its
cormmon ctock of the aggregate par value of $5,000,-OOO and
(2) authorizing the company to issue and sell said shares.

| The application was riled with the Commission on
Aagust 21, 1962. Thereafter, a pudlic hearing was held before
Examiner Coleman in San Francisco on September 7, 1962, at which
time the matter was taken under submission. The Commission has

recelived no protests In the procecding.




Purnose of Tssuo

The company seeks authorization to use the proceeds

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

+s treaswry for monoys actually expended for the acquis:tion
ol properties and for the comstruction, completion, extension
or improvement of facilitles, and (2) Tor the reduction and
discherge of Its short-term bank loans whichﬁﬁay_be outstanding

at the time the stock money is received.

In Exhibit C, applicant reports uncapitalized con-
struction. as of June 30, 1962, at &L.3,616,703, which amount
appears to have beern provided, temporarlly, by current
1fabilitles and retained earmings, and iIn Zxhibit B, it POPOTELS
the unexpended balance of budgetoa-constructioﬁ Ltems for 1962
at $33,L07,100.

The company reports that, as of the ond of June of
this year, its outstanding short-term notes paysbls to- banks
agsregated $12,500,000 and it ostimates that £t will Increase
such borrowings to $14,500,000 prior to the fLssue and sgle of
tho common stock with respect to walch this application“has
been filed. It asserts that 1ts bank loens have boem, and will

be, incurred in meeting its construction requirements.

Capital Structure

it has been applicant's wractice to finance temporarily
with skhort-term bark loans and Irom time to time To refinance
with permanent securitles. Its capital structure, as of
June 30, 1962, including its short term bank loans, appéars'iﬁ

the following tedbulation:
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First mortgage bonds
3-3/81s due 1970 $16,000,000
31s due 1978 10,000,000
3-1/% 3 due 1982 12,000,000
2-7/8's due 1984 17,000,000
3-1/L,rs due 1985 18,000,000
he7/81s due 1987 12,000 000
4-5/871s due 1990 : 30,000,000 -

Total first mortgage bonds $115,000,000
Debentures, L-5/8's due 198L 15,000,000
Notes wayable to bLanks 12,500,000

Total bonds and notes $1L.2,500,000
P“sferred stock »

series 7,500,000
4-1é§% series 6,000,000
serles 6,500,000
series 7,500,000 o
Tota* preferred stock - 27,500,000
Commonr stock equity , o
Common stock $4.5,000,000
Promium on stock 15,623,172
Revained earnings 28,112,225
Total common stock equity 88,741, 397 3L

Toval .. $258, 711,397 100

The outstanding common stock consists of 4,500,000 |
shares of the par valwe of $10 each. During the past five years
spplicant hes pald dividends at the rate of 9.6% of the par value
in 1957; at the rate of 9.8% in 1958; at the rate of lO.S%-tn
1959; ot the rate of 11.8% in 1960; and at the rate of 12.0% 4in
1661. The Yook value of the outstanding common sharcs is.
calenlated at £19.72 a sharc on tho basis of the June 30, 1962

recorded figures, and the merket price has ranged during 1562

from $27-3/L4 to $40~1/2, with rocent sales being in the
roighborkood of $35.

Sale of Stock
' Applicant has not entered into any contract for the
sale ol its shares of common stock but proposes to offer them

%o the holders of record of the presently outstanding shares at




the close of business on or about September 20, 1962, at the rate
ol one new share for each nine outstanding shares, and to offer
to Issue end sell not to exceed 100 of such shares as shall not
have been subseribed and peld for pursuant to such offering to
stockholders, %o each regular employes, Including officers, snd
te each former employee who 1s receiving benefité under the.
retirement or pension program of the company, such offering to

bo for cash at the subscription price at which the shares“shall
be'offered to sharolholders.

In order to Insure tho sale of the entire block of
500,000 shares, applicent Proposes to enter into an underwriting
agrooment with a group of underwriters which will provide for the
Issue axnd sale to underwriters of such of sald 500,000 shareé
of common stock as shall not nave been subscribed and paia Lor

pursuant to the offer %o shareholders and employees.

Sals Price
The resolution of the company's Board of Directors
provides for the s2le of the 500,000 shares of'common:stockiat

sueh price 2s the Beerd of Diroctors might determize but at not

less than their per value.

It is contemplatod that the shares will be offered for

sele at a price ased on the price on the New York Stock =
Exchange, rounded to the nearest ten cents, less an amount not
to excoed 10% of the market price. The record shows that in the
past applicant has been successful in selling substantial blocks
of stock, upon reasongble “orms, under similar arrangeménxs; In

1953, applicant sold 800,000 commen shares at a subseription price
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of $13.30 & share when the market price was $13.60 a share; in
2954 it sold 800,000 common shares at a subscription price of
$13.75 when the market price was $16.50; and In 1959 £t sold
500,000 common shares at a subscription price of $23.40 when the
market price was $25.15. | '

Compotitive Bidding

Under the compeny's articles of incorporation the éresent
shareholders do not have preemptive rights to subscribe to new
offerings of stock and the company 1s required to obtain an
exemption from the Cormission's competitive vidding rule in order
to submit its shares to its sharoholders foxr purchase.

In support of the request for exemption a witness called

by applicant testified that the managoment had received requeéfa
from its shareholders and employees for additional sto&k,-tbatﬁ
applicant desires to afford 1ts-present ahareholders'and employees
the right to 30 acquire its common stock, and that it désires to
Aistridbute as much of the proposed issue as possidle in Its own
service ares and in California, which objectives, it 1s asserted,
can be accomplished more readlly under a negotiated sale than‘

under competitive bidding.

Findinps

' From a review of the record developed in ﬁhis-particuiar
proceeding, it 18 clear that applicant will have need for
additional funds to meet its short—torm benk borrowings, to
Improve ite capital structuré and to ensble it to. proceed with itc

construction activities. In view of applicant's pdst success
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iIn disposing of 1ts cormon stock offerings, and considering
Provalling market conditions, there appears to be nofreason‘whys
the company should not bde authorized at this time to proceed

with the proposed sale under negotiated arrangements similar to
those 1t has utllized successfully in the past.

We are of the opinion, therefore, and so £ind, that the
“csue of tke 500,000 shares of common stock shall be éxem@ted
from competitive bidding, that the money, property or 1dbof to
be procured or pald for By the Lssue and sale of said SOO,OOOJ
shores of stock 1s reasonadbly required Lfor the purposes spééiried
herein, and that such purposes are not, In whole or In ?art,
reasonsbly chargesblo to operating expenses or to income. On

the basis of these findings, wo will enter an order granting
the application.

Tho authorization herein granted is for the lssue 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

deteornining just and reasonsble rates.

A public hearing having been held in the above-entitled

matter and the Commission having considered the evidence and

being fully aporised in the premices,
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IT IS HEREBY ORDERED that: -

1. The Lssue by San Diego Gas & Electric Company of
Dot to exceed 500,000 shares of common stock horedby is exempted

from the Commission's competitive bidding rule.

2. San Dilego Gas & Electric Company may .ofref, lasve,
sell axnd deliver, upon subsceription pursuant to rights evi-dez"xced‘
by transferadble warrants to be Lssued to the bolders of record
of 1ts common stock at the close of dbusiness on or gbout
Septexbor 20, 1962, not to exceed 500,000 shares of its common
stock ol the aggrogate par value of not to exceed $5,000,000,

at a price to be determined as sot forth in the preceding
opinion. |

3. San Diego Gas & Electric Company may offer, issue,
scll and doliver not to exceed 100 shares of said 500,000 shares

of common stoclkt a3 shall not have been subseribed and paid Lfor
purauént to the offering to stockholders, to each regular.
employee (inciudi.ng officers) and to each former employee who

i{s receiving bonefits under an esteblished retirement or pension
Plan oL the company, on or about September 20, 1962, for cash

at the same swbscriptlion price at which said 500,000 shares shall
be offered to stockholders.

it. San Diego Gas & Tlectric Compsny may Lsswe, sell .
and deliver, pursuant to an underwriting agreement hereafter
to be entered inte by applicant, such of said 500,000 sheres of

common stock as have not been subscribed and pald for pursuant

-
n
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%o the aforementioned offerings to applicant's stockholders and
employees and former employees, at the same price at‘wbich said

500,000 shares shall be offered %o stockholders andﬁemplo?ees.

5. San Dlego Gas & Zlectric Company ,shall use the
»roceeds to be derived from the issue and salexqr 500,000 shares
of common stock (a) to reimburse it for moneys actually expended
Tor the acquisition of property and for the constfuction, com-
pletion, cxtonsion or Improvement of facllities, which moneys were
actually expended from Income or from othor moneys in the
treasury of applicant not secured by, or obtained from, the
lssue of‘ﬂécurities, and (b) for the reduction and dis cherge of

saort-term vank loans outstanding at the time the stock proceedu

are x»¢ceived.

6. On or before February 28, 1963, San Diego Gas &
Zlectric Company shall file with the Cammiaaion three coples of
its prospectus and a report showing the nnmber of common.
shareholders of record om or sbout September 20, 1962, the nmumber
of shares sudseribed by shareholders, by employoes and by~former
exmployecs, by others upon pufchase of righms o subseribe, and by
underwriters, and showing the expenses incurred in conmection with
the 1ssue and sale of the 500,000 shares and the accoﬁnt, or

accounts, to which such expenses were charged, sueh roport to bYe

filed in lieu of a report, or reports, under'General Oxrder
No - %-A - |
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7. The authorization herein granted shall become
elffectivy ¢a %I date hereof.

Tos
Dated at S Angele » California,

this _ /% 2 day of ~ GEPTEMBER , 1962,

= =

—Ergsident

. & AL :
Tk Ll
O 7’

Commissiorers

Commirnionor Poter E. Mitehell, being
ueosrnarlly ahsent, 4id not participate
in the dispocition of this procoeding.

Commisstoner Evereit C. McKoage, being
Zecessarily absent, did met participnte
in tho dAicpesition of this proceeding.




