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Decision No. 67342 
--~~--~------

BEFORE: THE P'OBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOP.NIA 

L~ the matter ot the application of 
PACIFIC GAS AND ELECTRIC COMl?ANY tor 
an order authorizing applicant, among 
other things, to issue, sell, and 
deliver shares of its common stock 
in the manner, to the amount, and 
tor the p~poses set forth herein; 
and relieving applicant ot the 
necessity ot complYing With the 
requirements ot Section A, 1 ot 
said COmmission's General Order 
No. 24-A. 

(FinanCial - Common Stock) 

Appl!cat1on No. 46650 
Filed May 20, 1964 

F. T. Searls, John C. Morrissey and Philip A. Crane, Jr., 
tor applicant; ana 

Sidney J. Webb, tor the Comm1ssion starr. 

OPINION .... -------- .... -" 

p~cir1c Gas and Electric Company has tiled this appli

cation tor authorization to issue, sell and deliver not to exceed 

2,259,103 shares of its common stock of the par value ot $10 each 

and ot the aggregate par value of $22,591,030. 

A public hearing was held before Examiner Donovan in 

San Francisco on June 4, 1964, at which t1me the matter was taken 

under submission. TheCOmm1ssion has received no protests in the 

proceeding. 
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Sale of Stock 

Under the ~rovisions of app:icant's Articles of 

Incorporation the holders of the presently outstanding shares 

of common stock have the pre-emptive right to subscribe for and 

to p~Chase any new issues of common stock. A~plicant proposes 

to offer the 2?259?l03 shares of common stock to its present 

common stock shareholders of record at the close of business 

on June 16, 1964, in the ratio ot one share tor each 25 shares 

then held of record, at a price hereafter to be fixed; to issue 

to said shareholders, on or before June 22? 1964? transferable 

warrants evidencing their rights to subscribe to the shares to 

be offered? which rights Will expire at the close of bUSiness 

on July 7, 1964; and thereafter to issue and sell its shares 

upon subscription and payment of the purchase price in accordance 

~~th the te~ of the warrants. 

In order to insure the sale of all the shares of =tock, 

applicant intends, if so authorized by the Commission, to ente~ 

into an underwriting agreement for the sale to certain un'er

writers of the shares not subscribed and paid for pursuant to 

the otter to the shareholders. Under the terms of the proposed 

~~derwriting agreement, it is expected that the underwriters will 

acqUire rights during the stoeY~oldersf subscription period and
l 

upon exercising such rights, will distribute such shares through 

their normal distributing channels. It is asserted that the. 

activities of the underwriters during the subscription period 

tend to exert a stabilizing effect on the market ~r1ce of the 

stock. 
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Compe~1t1ve B1ddin~ 

The 1ssue of the 3ha~es or stock to app11cant's ~hare

holders pur~uant to the1r pre-emptive rights is exempt from the 

requirements of the COmm1ssion's competitive bidding rule. 

App11cant seeks an order at this time exempting trom 

such requirements the issue and sale of the unsubscr1bed shares 

and, 1n this connect1on, 1t asserts that although it has no 

a~eemcnt with any underwriters at this t1me as to the price ot 

1ts shares, it 1s of the opinion better results have been obta1ned 

in the past and can be obtained at th1s time by means of a 

negotiated u.~derwr1ting. According to the record, prior issues 

have been d1sposed of succcssru1~y ~~der cond1t1ons similar to 

those now proposed with respect to· the present issue. Exhibit 

No. 7 filed at the hearing contains the follOWing eata w1th 

respect to the company's last three common stock offerings, which 

oceurred pr10r to the three-for-one stock sp11t and prior to the 

reduction 1n par value from $25 to $10 per share: 

1956 1958 1261 
Shares ofrered 812,791 853,,781 896,470 
Subsc::'1ptions -

67.59% 6)+.45% By sr.areholders 71.20% B.r underwriters upon 
23.88 exerc1se of rights 27.55 30.51 

B;r others 2.28 2.23 1.89 Unsu'bscr1'bed -
Pu:::'ehased by underwr1 ters 2.28 2.81 2·0~ 

Total 100.0~ 100.0~ 100.'O~ 
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Sale Price 

The resolution of applicant's Board of D1rectors 

provides for th~ sale ot 2,259:103 shares at such price as the 

President, or in his absence the Vice President-Finance, might 

determine, but at not less than their par value of $10 a share. 

At this t~~e, th~ otfering price to the shareholders 

and th~ s~le price and the terms or the underwriters' agreement 

have not been flnally determ1nc~. These matters Will be reported 

to the Comm1ssion in a supplemental application to be filed in 

this proceeding. 

Purpose of F1nancin~ 

The purpose of the proposed financing is to provide 

applicant With funds to reimburse its treasury, to repay bank 

loans and to prOVide the cost of additions to, extensions of, 

and betterments or improvements to its plants, properties or 

facilities made, or to be made, subsequent to February 29, 1964. 

Applicant reports that up to February 29, 1964, its expenditures 

for capital purposes for which it had not been reimbursed through 

the issue of permanent securities amounted to $1,065,042,541.25, 

the amount having been provided primarily with depreciation money 

and retained earnings, that it has borrowed or expects to borrow 

apprOXimately $6o?OOO,OOO on short-term bank loans by the time 

its stock proceeds become available and that it has need tor 

additional tunds to improve its eaoh position, through the 

payment of its bank borrowings, and to proceed with its con

struction activities. In this connection, it reports 
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the unexpended balance of authorizations tor capital additions 

and improvements in process of construction at February 29~ 

1964, in the total amount of $467,671,171.51, segregated as 

follows: 

Electric 
Gas 
\lTater 
Common utility 

Total 

$441,140,220.80 
12,593,011.93 
1~005,,79l.5S 

3.2,222,147.23 

j4~7H,671t171.5t 

The testimony shows that not all the jobs now under 

construction will be completed this year and that additional 

work will be authorized from time to time. Applicant expects 

that during the year 1964, the cost ot capital additions and 

improvements Will approXimate the sum of $255,000,000. 

capital Structure 

It is estimated by applicant that about one-half of 

its capital expenditures for 1964 Will be financed with funds 

now in its treasury and from funds expected to be ~va11able 

from internal sources. In vie.,., ot the magnitude of applicant's 

construction program, it 13 clear that it Will be called ~pon, 

from time to t1ll'!c, to engage in add1 tiona1 financing in the 

future. Applicant is of the opin1on that oecause of prevailing 

~~rket conditions it should undertake the sale of shares of 

common stock at th1s time rather'than some other torm or 
security and that by ~o doing it will maintain and improve 

its capital structure. Its ratiOS, as of April 30, 1964 and 

as adjusted to give effect to the ~roposed issue of common 

stocl~, are as follows: 

- 5 -



e 
A.A66so MON 

Apr1l 30, Pro 
1264 Forma 

Bonds 51.4% 50.2% 
Preferred stock 13.3 12.9 
Common stock equity 35.3 ~6 . .2 

Total 100 .. 0% 100 .. ~ 

At the close of business on April 30, 1964, 

56,477,559 shares of common stock were outstanding. The book 

value is calculated to be $16 .. 54 a ohare on the basis of the 

April 30, 1964 recorded figures , and the market ~rice recently 

has been reported at $31-5/8. Arter adjuoting for the three

for-one stock split which occurred in 1961, applicant's annual 

dividend rate p~r share or common stock over the past several 

years has been as fOllows: 

Period 

January, 1956 to October, 1958 
October, 1958 to J~nuary, 1901 
Janua~J, 1961 to January, 1962 
January, 1962 to Januar'lJ 1 1964 

F.ate 
Fer Share 

$0 .. 80 
0 .. 87 
0 .. 93 
1 .. 00 

On M~rch 11, 1964 and May 20, 1964 the Board of 

Directors declared quarterly dividends ot 27-1/2 cents per 

share on the common stock tor the first and second quarters 

of the year. The dividend tor the second quarter is payable 

July 15, 1964 to stockholders of record on June 16, 1964 and 

consequently Will not be payable on the shares contemplated 

in this proceeding .. 
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?1nd1n.Q:s 

From a rev1ew of the record t'le find that: (1) .l,Ppli

cant will have need for additional funds from the issue of 

cap1tal securities in order to meet its requirements and to 

proceed With 1ts construction activities; (2) the issue of 

common stock, at th1s time, is deSirable; (3) the proposed 

issue of common stock is tor proper purposes; (4) applicant 

has been succes~ful in the past !n dispoSing of its common 

stock offerings un~er arrangements Sim1lar to those WhiCh it is 

now proposing; (5) the money, property or labor to be procured 

or paid for by the issue of the stock herein authorized is 

reasonably reqUired for the purposes specified herein; and 

(6) suCh purposes are not, in whole or 1n part, reasonably 

chargeable to operat1ng expenses or to income. 

Conclusions 

On the basis of the forego1ng findings we conclude 

that we should enter a prelim1nary order authoriZing the iscue 

of the shares of stock and approving the request tor exempt10n 

from competitive bidd1ng. At a later date, upon the f1l1ng ot 

a supplemental applicotion setting torth the proposed sale price 

and the termz of the underwriting agreement, we will conSider 

mald.ng a .final order. 
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P1~cin~ on Notice 

In 1ss~ng our order herein? we pl~cc appllcant and 

its shareholders on notlce that we do not regard the number of 

shares outstand1ng, the total par value of the zhares nor the 

dividends pald as measuring the return ~pp11cant should be 

o.llovled to earn on lts 1nvestment in plant and that the 

author1zation herein g1ven is· not to be construed as a finding 

of value of app11cant t s stocl.: or properties nor as indicative 

of amounts to be included in proceedings for the 6~te~m1nat1on 

of just and reasonable rates. 

ORDER 

IT IS ORDERED that: 

1. Pacific Gas and Electric Company, on or atter the 

effective date hereof and on or before December 31, 1964, may 

issue, sell and deliver, upon subscription pursuant to rights 

evidenced by transferable \'la.rrants to be issued to the holders 

of record of its common stock at the close of business on 

June 16, 1964, not to exceed 2,259,103 shares of it~ common 

stock, such shares to be offered to the holders or lts common 

stock on the bas1s set forth in this app11cot1on and at such 

~r1cc as the Commios1on hereafter may fiX in a supplemental 

order in this proceeding. 
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2. Pac1fic Gas and Electric Company~ on or after the 

effective date hereor and on or bctore December 31, 1964, may 

issue and sell to underwriters such of said 2,259,l03 shares of 

common stock as have not been subscribed and paid for pursuant 

to the offering to its shareholders, such unsubscribed shares 

to oe sold ~t such price as the Comm1ssion hereafter may fiX 

in a supplemental order in this proceeding. The issue or said 

shares of stock 1s hereby exempted from the reqUirements of the 

Co~m1ss1onfs competit1ve b1dding rule set forth in Decision 

No. 38614, dated January 15, 1946, as amended, provided the 

company obtains for sa1d shares a price saticfactory to the 

COmmission. 

3. Pacific Gas and ElectriC Company shall usc the 

net proceedc to be received from the issue and sale of said 

2,259,103 shares of common stock to re1mburse its treasury in 

pa~ on account o~ capital expenditures made on o~ prior to 

February 29, 1964, to repay bank loans which may be outstanding, 

and/or to pay in part the cost of add1t1ons~ extens1ons, better~ 

ments or ~rovements to its plants, propert1es and fac1lities 

rnaec, or to be made, suosequent to February 29~ 1964. 

4. On or before December 31, 1964, Pacific Gas and 

ElectriC Company shall file With the Comm1asion a statement 

sho~~ng the number of common shareholders of recor~ on 

June lo, 1964; the number of subzcriptions by shareholders, 

~y others who purchased rights to zuoscr1be, and by underwriters 
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upon exercise of rights; the number or shares subscribed by 

such shareholders, by others, and by underw:-iters during the 

subscr1pt1on period, and the gross proceeds received; the 

num'ber of u.."lSubscr1bed shares purchased by 'I.Ulderwr1ters; and 

the expenses incurred by it in connect10n With the 1s3Ue and 

sale of the 2,259,103 shares of stock. Such statement shall 

be t1led 1n lieu ot a report, or reports, under General Order 

No. 24-A. 

5. As soon as available, Pacific Cias and Electric 

Company shall file With the COmmission three coples of its 

t1nal prospectus in connection With the o~ter1ng of sald 

shares of stock. 

6. The authority herein granted to lssue and sell 

said 2,259,l03 shares of common stock Will become effect1ve 

when the COmmisslon by a supplemental order shall have fiXed 

the price at wh1Ch said shares of stock may be sold. All 

other authority granted by this order 1s .eftective upon the 

elate hereof. 

Dated at San FranCiSCO, california, this /~~ 

day of .:J;~rU... , 1964. 

~Jj'~' ...;-....~;..;; 

~4(4~~'--

Commissioners 
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