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A. 47350, Ru

en sz ORIGIBAL

BEFORE THE PUBLIC UTILITIES COMMISSION GF THE STATE OF CALIFORNIAJgJ‘Z:”“”

In the Matter of the Application of
CALIFORNIA-PACIFIC UTILITIES COMPANY
£or an order authorizing it to issue

and sell not more than 135,000 conmon
shares, par value $5 per- share.

Orrick, Dahlquist, Eerrington &'Sutclsze,,_ :
by James F. Crafts, Jr., for applicant;
Sidnev J. We5b~ for. the COmmzss;on staff. ‘

QRINI ox

Thzs is an appl;catzon for an’ order of the cOmmzeszon ;e
author;zzng Calzfornma-Pac;fmc Utmllt;es COmpany to«;ssue and

sell, cexenpt from competmt;ve blddlng, not to exceed 135 000

)

) - Application No. 47350 .. . '
) Filed Februaxy 23, 1965
3 .
)

)

shaxes of its common stock of the par value of $s per share andf*iil

of the aggregate par value of $675 000..

_ After dne notlce, a publ;c hearmng ln thas matter~waqff7“

held before Examlner Donovan Ln San Francxscoﬁon Maxch 15, *965
at whxch t;me the matter was taken undc-.subm;oszon.q The

Commission has received no proteste in the proceedxng-;efe’ﬁ7f~f

Applxcant is a Califorxrnia corporat;on own;nc and
operating public ut;lmty electrlc, gas, water and telephone
systems-;n varzous parts of Calmfornxa and Nevada, electr;c, gas '

and telephone systems 1n.0regon, and electr;c systema xn Arxzona

and Utah. I addmtzon, the company is: engaged in ehe non—ut;lztififu-"”.

sale of butane-propane gas 1n Callforn;a and Oregon.f cor ﬁhe
veaxr 1964, it reports total operatzng revenues amount;ng to

$l$,37l 978 and a net anome of $l 537 333.
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Subject to recezv:ng the requ;red regulatory authothufff&S:

zation, applxcant proposes to effect a publxc sale of 135 000

ehares of its common stock through negetxatea arrangemﬂnto wzth :

a2 group of underwr;ters who, undex the terms of a vroposed o o

written agreement, would purchafc'sald shares., The underwrlters.f;"“‘“h

Propose to combzne a seconeary offer;ng of 64 318 shares of the ﬁ7*‘

company’ s common stock with the prcposed offerzng of 135 000 e

share5~so that the offerzng to-the~publ;c would conszst of ‘ﬁfee§eq

199,318 shares. R

The ;ssue'prxce ;s to be determ.ned on the bas;s of
deducting an underwrztlng spread of 3&% of the offer;ng przce
from an amount equal to~the<1atest avamlable dealers market

bid quotation on the effectzve date of the sale., Appl;cant

contemplates that the'prlce of the ShareS-to the publmc Wlll not'fjﬁﬁj  |

exceed $35 per share, the qpoted b;d prxce at. the t;me of the
hearing being $31 per shaxe-‘ The company seeks an excmptmon of
the proposed issue ¢f common: stock from the Comm;ss;on s o

competitive bxdd;ng :tle.r

In support of the request for exemptxon, appl;cant v
asserts that the pronosed equxty 1ssue, the pxoceedq from.whlch |
are estzmated to aggregate about $4 OOO 000, ms too small to | 5
attract sufficient bids to make the compet;tzve~b1dd;ng procedurefevf‘
meaningful, and that the ternms offercd appl;cant are far more‘ ‘ 
favorable than could be expected under competzt;ve bldd;ng. The |
company is of the 0p1n;on that for 1t tofqeek competxtzve beds | '
for the underwriting of the prcposed shares of commoﬂ stock wouldeE5?‘.“1
necessitate add;tzonal delay and expense w;thout xmprov_ng thefflil".H“v
terms. In add;t;on, by reasontof a negotmated offerxng applmcartfv"1 w
avers that it wzll have the ‘benefit’ of the servmces of‘the under—*i}”*;

writers in preparlng a market for the~1ssue, servzces tbat would
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fnot be available under compet;trve brddrng.. The company s }5?-
president testified that he has no knowledge of any sale of
common stock under compet;trve brddrng where the proceede d;d?df.
not exceed $5,000,000, that. the method of negotxat;on enables“"”
the company o put pressure on the underwriters to sell an much
stock as vossible in its Operatrng terrztory, that an oblxgat;on
exists to combine the proposed offermng with stock'held by twoA\d
cx:stzng shareholders, and that competlt;ve brddzng under snch

cxrcumstances.would be‘chaotxc.\

Applzcant proposes to use the proceeds to be der_ved
£rom rhe sale of the common stock Zox the purposes of repaymng
outstanding short-term bank notes, and f;nanclng, 1n part, rts L
1965 construction program. In th;s.connectzon, the company
reports that it has outstanding $3,500 OOO anc short-term notes rv_ :
due in 1965, and that all such’ loanS-were 1ncurred for constructzon@r
purposes. The company~expects to expend approx;mately-$8 000 000

for additions and betterments to 1ts propertxes»durrng the year
1965. | :

The company's cap;talrzatlon rat;os at December 31 |
1954, as set forth .in Exhzbrt No. 1, and ngzng effect to the “
proposed common stock offer;ng assum;ng that applxeant wmll obtaxnvﬁl]f5f

$4,000 000 therefrom, are as rollows-'

Dec 31 1964

Long—term debt 3 "‘ .“_53,73_}~ﬂ
Preferrxed stock: - S EAVE
Common .stock equmty‘ S 42,200

'“*floo.orﬁijff
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The Commission has consrdered thlo matter and fanS
that: (1) the proposed stock issue 18 for proper‘purpose |
(2} applicant will have need for fcnds from exter al sources forp:
the purposes set forth in thrs proccedlng- (3) applrcant s p‘
of seliling the proposed issue of common stock ﬂhrough 2
ﬁoaotlated underwrrtlng rather than: by compet;tlve blddlng wmll .
not be adverse to the publlc ;nterest- 4). the money, property f;
ox l,bor to be procured or pald for by the rssue of the stock

herein authorrzed is reasonably reqpxred for the purposes

part, reasonably'chargeable to operatlng expenses or to~1ncome.¢'r-

On the basxs of these frndlngs we conclude that the applrca 1on i”l‘:‘;w‘

should be granted- - N

In rssulng our order here;n, we place—applrcant and
its shareholders on notrce that we do no+ regard the numbcr of
Shares outstandzng, the total paxr value of the sharcs nor the
dividends paid as measurrng the return appl;cant should be |
allowed to earn on 1ts rnvestment 1n plant and that the authorl-"”
Vzatzon herein gzven is not to-be construed as a fxndrng of the
value of applicant's stock: or propertles nor as 1ndzcat1ve o£
amounts to be lncluded in proceedlngs for the dete*mlratlon of

just and reasonable rates.
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QRDER
IT IS ORDE:RED' that:

1. The issue and sale by Calzforn;a—Pacnf;c Utll;tmes | :
Comoany of not to exceed 135, 000 shares of zts $5 par va1u~ commoﬂf; ““Ht
steck are hereby exempted crOm.the Comm;ssaon 'S compotltrve R
bidding rule wh;ch is set forth 1n Deczsmon No._386l4 da*ed
Jhnuary 15, 1946 as amended: by'Dec;510n No. 49941 dated
Apr;l 20, 1954. CE o : SRS

2. Calliornla-Paczf;c'Ut;l;tzes Company, on or after
the date hexeof and on ox before August 31 1965 moy 1ssuc'and
sell not to exceed 135,000 shares o£ Lts $5. par value common
stock at a przce 0 be determ;ned 1n the manner set forth 1n the

precedlng’oplnaon..

3. Callfornza—Pacxfmc Utll;t;es Company Shall useﬂ*wf”

- the proceeds to be rece;ved from the issue and sale of 1ts

common stock for the«purposes set forth in th;s appl;catzon.~t

4. Within thirty days after the 1ssue~and sale o¢f ""“‘
the shares of common stock herexn authormzed Callfornxa-Paomfzc

Utilitics Company shall file w:th the Commls 1on three Coples of
. its prospectus. .ﬁ" S T o
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