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SECURITIES AND EXCHANGE COMMISSION
Philadelphia

HOLDING CCHMPANY ACT
Release Mo, 4058

In the Matter of

THE NUHTH AMERICAM COMPANY
FINDIRGS AND

CPINIGH OF
THE COMMISSION :

Flle Ho. T0-656
{Fubliec Utility Hold!ing Company Act of
_183% - Section 10)
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ACQUISITION OF IECURITIES LY REGISTERED HOLDING CCMPANY

Application, filed by a registered holding compony pursuvant te Section 19
of the Act, regarding the acguisition of approximetely 12,400 shares of
of the capital stock of am eleetric utility ¢ompany, granted, subject to
certain conditions, the Commistfon mokiny no adverse gindings under Seg-
tians 1p f4), 10 fe) (1), or 1o (¥) and Ffinding thoet the transaction has
the tendency required by Section 10 (c) f(2l.

w4

APPEAHANCES:

Charles S, familten, Jr., for the forih Amerlecan Compahy.

Frederichk 7ozowve, for the Poblic Utilitles Division of the Commlsslon,

The Herth American Compzny {North American), = reglstered .olding company,
has flled an applicatlon under Secticn 10 of the Fubllc Utility Holding Com-
pany Act of 1935 {the act), regarding the proposed acqulsltion of approximete-
1y 12,500 sheres of the capital stock of The Detroit Edison Company [Detroit
Edisen), an electric utlllty company, A hearlng was duly held on the appli-
¢cation after approprlate notlce. Having consldered the record hereln, the

Commlsslen makes the followingd findlngs:

We have heretofors ordered Nerth Amsrican to divesit ltself of 1ts direct
and indlrect holdlngs in Detrolt Edlsen [Helding Company Act Release No. 406,
for pome tlme Herth American has purasued a polley, whleh we think s compat-
1ble with the provislens of the Act, of paying dividends In kind on ltiz Com-
mon stock thereby permitiing the utilizatien of ecazh not necessary for divi-
dend purposes for the reductlon of its ocutstanding debentutren.
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FNorth American has hltherto declared geven conségquitjve guarterly divi-
dends on its common &tdck payable in shares of Detroit Edlson stock. Suoch
distribotions have resulted Ip a2 redactlon in the total number of shares
keld by fiorth Amerlean from 1,222,315 ehares to 143,502 shares., Fach of
the seven distrlbutlions has been at the rtate of one share of Detroit Edl-
son stock for eack fifty shares of Horth American's common stock and Lln liew
of the lssuancc of certificates representlng fractlonal shares of Letroit
Edizon stogk to holders of bloecke of lege than flftiy sharee, cnebh dlvidends
have been pald buagsed on the then eurrent warket quotattons of the Dotrolt
Edlesn stoek, The balapnes of Lhe Detrolt Edleon stesk held by Horth Amari-
can 1s non sufficient to provide for anciher dlvlidend at the tate declared
in the case of asch of the seven preceding dividends.

Although the next quarterly dividend has not yet been declared 3 wilness
for Horth Amerlean testifled that the Board of Direstors contemplates the pay-
ment of such divldand on or about Aprll 1, 1543, at the previcus rate; haw-
ever, 1t appszars that the rembinind holdings in Detrold Edlson stock will be
approximately 12,500 lf ghares less than the namber of ehares which would be
required to permit a distribution on the same basis as heretofore employed.

To the extent of this deficlancy ¢ash would have to be utilized unless addi-
tionzl shares are acauired-bhefore the doclaratlion date of the April 1, 1943,
Adividend, which is expecoted to be oh or about February 11, 1943,

ir view of the previcus manner of paylng dividends entlrely ln klnd’
(el for cmsh in lleu of fractional shares) North American desires to util-
izo e vach which would otherwise be necessary to pay, in part, the next
guarc=ely chvldend, for the purpose of bequiring the additional shares of
Cetir-.r EJison stook,

Morih Ameérican proposes to acqulre the 12,500 sharcs ln the folleoWwlnd

Mnanlzer:

{1} Ey purchases on the Mew York Stock Exchange from time to tlme prior
iz tha daclaration date of the next gquarterly 2lvidend, The only fees whleh
will be pald in cennectlon wlth such purchases are the usual Hew York Stock

Excharnse commlsslons; or

{2} bw purchases otherwlse than on the dew York Stock Exchanfe prler to
the Ss«¢lzration date of the next guarterly diwldend, The considéeratlon to be
pald will not exceed the zloslod price on the Wew York Stock Exchange [or the
avpragie between the bld and asked prices 1f no sale was consummated) on the
business day lmmediately preceding the date of any purchase, In connectlon
with such purchazey Horth Amerlcan will pay ho commisslons but may lncur ndhe
lpnal telephant or telegraphic expensc ipeldent therveto.

In addltlon to the shares af Detroplt Edlscon stoclk hald by Norih Amerlcan,
5,000 sharee are beneficlally ovned by Horth Amertcan Utility Securities Cor-
paration {all of the preferred stock and 80.53% of the common stoeck of which s
owned by Horth Amerlcan), “These 5,000 shares were acgulred by Horth American
Utillty Securltles Corporation from Nerth Armerican at en averade net cost of
about H13 per share. The price of Deirolt Edlscn etock on the dew York Stock
Exchange slnee Jangary 1942 ic the date of the hearing randged from a jow of
14-E/8 to a high of 19. Sinee Horth Amerlcan dess not propose to acquire any
of the sharez held by lts sobeidlary wo are not confronted with any proeblem
concarning the price which weuld be felry for such stack,

1/ For obvious reasgns It ks not possible at this time to ascertein preeisely
the number of shares which will be noeded.
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1f Morth AmeTican dpes not acqulre the additlonal 12,300 shares, the
145,502 shares which 1t stlll retalns would have to be distrlbuted on some
pakls other than one share of Detrolt Edison for each flfty shares of Horth
American common. It is estimated that such a besls would he aboput one to
fifty-six. Since there is more North American common siock held in blocks of
FLfty shares than ln blocks of f1fty-six shares, 1f only the shares now owned
wete dlstributed there would be & smaller number of shares the dlvidend an
which would be paid in kind and ceneequently e larger number of shares thea
dividend on which would have to be pald Iln cssh, Furthermore, LI the next
guarteriy dlvidend 1s pald at the same rate as the previcus seven quarierly
dlvidends addltional rash would have to ke distributed to maintaln thet rate
agnless the 12,500 ghares are acgquired. The amount of cash necessary to pur—
chage the asdditlional shares is substantlally the ssme me the ameount which
would be requlred te pay the next guarterly dividend at the previeous rate if
anly the present holdings are dlstributed. ¥orth American deslres to con-

.1nue its dividend Bt the same rate and 1t appears that a distributien on a
bhe to Fifty basis 1s the most feasthle method of accomplishing this program.

In light of all the circumstances, we deem it approprlate to grant the ap-

pllcation.

While we cannot say that purchases ty Morth american of such z rela-
tively small amount of Detroit Feisen stogk, either on or off the market,
wlll have any effect adverse Lo the Iniergsvs of lovestors, in order to avold
any possiblllty of preferentlal treatment w¢ will conditlon our crder grant-
ing the appllcation s as to regulre %that any purchases of Detreolt 2disen
stock by North American otherwise than on the Hew York Stack Exchenge shall
be at a prlece not higher than the laat sales price om the Hew Yorl Stock Ex-
ehange, sand that no Detrplt Edlson stoek shall knowindly be purchased from
any offlcer or dlrector of Morth Amerjcan or any afficer or director of any

af tts subsidlaries or afflllates.

The applicatisn states thal lorth amerscan's purchases. of Detroit Edisaon

.stcr:k will be completed before Februery 11, 1543, the anticipated date of the

next guarterly dividend declaratlern. Since such date is only tentatlve we
hat no pur-

will further condltlen our erder granting the applleatlon so t
ehases may be made after Februzry 20, 1541, subleci, however, to the rjight of
the company to apply for an extenslien of time.

In order that the Commlsslen and the public may be completely afdvised as

te Worth American's @ctivities with respect to its purchases of Tetrolt
I'disen stock, our order grantingp the applicatlon will requlre that North
amerlean furnish the Cemmlssicon, promptly after the end of each week untll
such purchases are Llerminated, a scherdale showing for each day covered by

such schedule, the number of shares purchased, the price 2t whiech purchased,
n the New York Stock

and ln respest af purchases effected otherwise than o
Exchange, the name of the person from whom purchased — such data to DE
placed in the Commission's publlc flles: and that North American shall glve
appropriastie notice to the Commlsslon at the time when the propoged program

hes been completed,
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Sections 9 (a) {1) mand 10 of the Act are appllcable.to the propesad
transaction. We observe no basls for sdverse findings under Sections 10
{t] or 10 {e} [1}. PForth Americen has agreed that the.shares !t proposes
to acqulre will be considered subject to gur previous. order under
sectlon 11 b} (1) of the Act wherein we directed North American to di-
veet itself of lte holdings in Detrpit Edlaon. Slnece the proposed zee
quisition wil)l faellitate the carrylng out of our previsus order, we find
thet the transactlon has the tendency required by Sectlon 10 (e} (2} eof

the Act, Our order will recerve jurlsdictieon to enter any further, arder .

which may appeal hegessary or Appropriate in cennectlon herewlth.

An approprlate order will jissue.

Hy the Commissioh (Chalrmen Purcell and Commlssleners Healy, Purke,
and 0'Irien), Commissicner Pike beln¢ absent end not participating.

Orwval L. Du‘Bﬂ.’l.E

{SEAL) Secretary

i

-_—
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' URITED STATES OF AMERICA : .
BEFORE THE SECURITIES AND EXCHANGE COMMISSION

Al 8 regular susl[nﬁ_qf the Becurities snd Exchangs Commleston,
- held at Ltw offices in the City of Phlladelphla, Pas.
-oan the 15th day of Janubary, Av Duy, 1943,

in fhe‘Hatter'af

THE NORTH AMERICAN COMPANY
ORDBR GRANTING

Flie Ho, "0-656 APPLICATION

il vl R e ML KD kg aa

{Publle Uiility Holding Company Act of
1935 - Rectipn 10] -

The North Amesrican Cempany, a reglsterad helding company, having filad
AL applisatlon pursuant to Beectlan 20 of the Publle Utllity Holdlag Company
Act of 1935 with reapect te the acquisition of approximstely 12,9500 shares
of the capltal stock of Tha Detrolt Edleon Company, an elactiric utlilty come
pany, by purchasss on the New York Stock Exchange or stherwise which shares
are requlred to malts posaible the pawment of the next guarterly dlvldend eon
the common sioek of The Nerth Amerlcan Cunpahy, payable in stock of The
Detrolt Edieen Company, on the name basls as the last seven guarterly distri-
butlons (1f the Board of Directors determines so to do)i and

A public hearing having been hald after appropriate notice, and the
Commisaion having consldered tha record and having made sand filed lts Finde

lngs and Oplnlon hereiny and

Tha Commiselion deeming it appropriste in the public intereat and for
the lnterest of investors and consumers to grant the applleation pursuxnt
to the spplicable sectlony of tha Act; and the Commisslon heving found that
the statutery requlrements have bean satlafled;

IT I5 ORDERED that sald epplicatlon be and it ls heraeby granted forth-
wlith subject to the followlng terms and conditlons:

{1} That purchsses by The North American Company of sharea of capltal
ateck of The Detrolt Edigon Company otherwles than on the New York Steck
Exchange shall be at pricas nct hlgher than the lapt pales price on the New
York Stock Exchange and that no shares shall knowlngly be purchased from
any officer or director of The Horth Amerlean Company, of from sny officer
or director of any of lts eybsidiaries or afftilataes:

[2) That no purchases of gharee of the caplial stock of The Detrolt
Edison Company =zhal) be made after February 20, 1943 provided, howevar, that
The Norih Amgrican Company may prior to sald date reguest addltional timej

Reproduced From the Collections of the Maouscrd pt Division, Libraey of Congress
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Werth American Company shall furnish to thls Commission

end of sach week before such parchages have tarminated,

= scheduls showing for sach day covesrad by such scheduls, the pumber of

shares purchasad, the price at whleh purchased, and in respect of purchases
e than on the New York Stock Exchange, the nama of the per-

effected athervis
and that The Horth American Company shall gdlvs

son from whom purchasad;
epproprlate notlca to bhie Commlsslon at the time when the purchases have

teen completed:

{z) That The
promptly after the

{4} The tarms and conditliona prescribed in Rule U-24,

IT IS5 FURTHER QRDERED thatl jurlediction be and 1s herety resgrved tg
o order In connectlon herewith which the Commlssion may deenm

enter any furthe
in tha publle ilnterest or for the protectlon of

necessary ob appropriate
Love31ors or consumers.

Hy the Commissien,

orval L. DuBeis,
{SEAL) Secretary.

Y. 1 7, Fpu—




