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For Release in MORNING Newspapers of 3sturday, January 1Ol 1943 

SECURITIES AND EXCHANGE COHNISSlOH 
Phi ladel pllla 

HOLDING COMPANY ACT 
Release No. 4096 

In the Matter of 

THE NORTH AMERICAN COMPANY 

File No. 70-696 

(Public Utility Holdln~ Company Act of : 

1939 - Section I0) 

FINDINGS AND 
OPINION OF 

THE COMMISSION 

ACQUISITION OF SECURITIES BZ REGISTERED HOLDING COMPANY 

A~plicat ion,  f i l e d  by a reg is tered  ho ld in f  company pursuant to Section Io 
oy the Act, regarding the acqu i s i t ion  of approxinately  z2,50o shares oY 
of  the capi ta l  s tock of an e l e c t r i c  u t i l i t y  company, ~ranted, subjec t  to 
cer tain  condi t ions ,  the Comr~ission~x#k~g no adverse gindings under Sec- 
t ions  lo (b), Io (c) (a), or Io (Y) and f i nd ing  that  the t ransact ion  has 
the tendency required by Sect ion ao (c) (21. 

APP~RANCES: 

Charles S. Hamilton, Jr., for the North American Company. 

Frederick Zazove, for the Public Utilities Division of the Commission. 

The North American Company (North American), a registered ~,oldln~ company, 
has filed an application under Section I0 of the Public Utility Holdln~ Com- 
pany Act of 1935 (the Act), re~ardln~ the proposed acquisition of approximate- 
ly 12,9OO shares of the capital stock of The Detroit Edison Company (Detroit 
Edison), an electric utility company. A hearln~ was duly held on the appli- 
cation after appropriate notice. Havln~ considered the record herein, the 

Commission makes the followin~ findings: 

We have heretofore ordered North American to divest itself of its direct 
and indirect holdln~s in Detroit Edison (Holdin~ Company Act Release No, 3405). 
For some time North ~nerican has pursued a policy, which we think is compat- 
ible with the provisions of the Act, of payin~ dividends in kind on its Com- 
mon stock thereby permittin~ the utilization of cash not necessary for divi- 
dend purposes for the reduction of its outstandln~ debentures. 
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North American has hitherto decla~'ed seven consequ;tige quarterly dlvl- 

i n " . dends on its common st6ck pay'a'ble i: :,shares 0f'Detroit Edison stock. Such 
distributions have resulted in a reduction in the total number of shares 

held by North American from 1,222,315 shares to 143,502 shares. Each of 
the seven distributions has been at the rate of one share of Detroit Edl- 
son stock for each fifty shares of North American's common stock and in lleu 
of the issuance of certificates representin~ fractional shares of Detroit 
Edison stock to holders of blocks of less than fifty shares, cash dividends 
have been paid based on the then current market quotations of the Detroit 
Edison stock. The balance of the Detroit Edison stock held by North Ameri- 
can is no'~ sufficient to provide for another dividend at the rate declared 
in the cas~ of each of the seven precedin~ dividends, " 

Althou~h the next quarterly dividend has not yet been declared a witness 
for North American testified that the ~?.oard of Directors contemplates the pay- 
ment of such dividend on or about April i, 1945, at the previous rate; how- 
ever, it appears that the remainin~ holdings in Detroit Edison stock will be 
approximately 12,5OO I/ shares less than the number of shares which would be 
required to permit a distribution on the same basis as heretofore employed. 

To the extent of this deficiency cash would have to be utilized unless addi- 
tional shares are acquired" before the declaration date of the April l, 1943, 
dividgnd,.whieh is expected to be oh or .about February Ii, 1943. : 

In view of the previous manner of payin~ divldends entirely in kind 
(exc'~.Ft for cash in lieu of fractional shares) North American desires to util- 
ize :,:~e :,a~.h whic~ would otherwise be necessary to pay, in part, the next 
qu~r~..'-r!.7 dlvJdend, for the purpose of acquirin~ the additional shares of 
Det~:.;.t Edison stock. 

North American proposes to acquire the 12,500 shares in the followin~ 
m anner : 

(i) Ey purchases on the New York Stock Exchange from time to time prior 
to the declaration date of the next quarterly dividend. The only fees which 
will be paid in connection with Such purchases are the usual New York Stock 
Exchange commissions; or 

(2) By purchases otherwise than on the New York Stock Exchange prior to 
the declaration date of the next quarterly dividend. The consideration to be 
paid will not exceed the closin~ price on the New York Stock Exchange (or the 
average b'etween the bid and asked prices if no sale was consummated) on the 
buslness day immediately precedln~ the date of any purchase. In connection 
with such purchases North American will p a y  no commissions but may incur nom- 
inal telephone or telegraphic expense incident thereto. 

In addition to the shares of Detroit Edison stock held by North American, 
5,000 shares are beneficially owned by North American Utility Securities Cor- 
poration (all of the preferred stock and 80.6'~ of the common stock of which is 
owned by North American). These 5,000 shares were acquired by North American 
Utility Securities Corporation from North American at an avera~,e net cost of 
about $15 per share. The price of Detroit Edison stock on the New York Stock 
Exchange since January 1942 to the date of the hearln~ ran~ed from a low of 
14-5/8 to a high of 19. Since North American does not propose to acquire any 
of the shares held by its subsidiary we are not confronted with any problem 
concernln~ the price which would be fair for such stock. 
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!/ For obvious reasons it is not possible at this time to ascertain preelsely 
the number of' shares which will be needed. 
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If North American does not acquire the additional 12,500 shares, the 

143,902 shares which it still retains would have to be dlstributed on some 

baSiS other than one sh'are of Detrolt EdiSon for each fifty shares of North 
American common. It is estimated that such a basis would be about one to 
flfty-six. Since there Is more North American common stock held in blocks of 

fifty shares than in blocks of flfty-slx shares, if only the shares now owned 

were distributed there wuuld be a smaller number of shares the dividend on 

which would be paid in kind and consequently a lar~er number of shares the 

dividend on which would have to be pald in cash. Furthermore, if the next 
quarterly dividend ispaid at the same rate as the previous seven quarterly 

dividends additional cash would have to be distributed to maintain that rate 

unless the 12,500 shares are acquired. The amount of cash necessary to pur- 

Chase the additional shares is substanti~lly the s~me as the amount which 
~ould be required to pay the next quarterly dividend at the previous rate if 
bnly the present holdin~s are distributed. ~orth American desires to con- 

4nue its dividend at the same rate and it appears that a distribution on a 
ne to fifty basis is the most feasible method of accomplishin~ this program. 

in light of all the circumstances, we ~eem it appropriate to ~rant the ap- 

plication. 

While we cannot say that purchases by North American of such a rela- 
tively small amount of Detroit Edls~ S%~, either on or off the market, 
will have any effect adverse to t~e ~;,%~r~ar%s ~ investors, in order to avoid 
any possibility of preferential trezt~e115 w~ wall condition our order ~rant- 
In@ the application so as to require tha~ a~ny purchases of Detroit Edison 

stock by North American otherwise than on the New York Stock Exchange shall 
be at a price not hi~her than the last sales price on the New York Stock Ex- 

change, and that no Detroit Edison stock shall knowingly be purchased from 
any officer or director of North American or any officer or director of any 

of its subsidiaries or affiliates.. 

The application states that ~orth American's purchases, of Detroit Edison 

tock will be completed before February II, 1943, the anticipated date of the 
next quarterly dividend declaration. Since such date is only tentative we 

wail further condition our order ~rantin~ the application so that no pur- 
chases may be made after February 20, 1943, subject, however, to the r~ht of 

the company to apply for an extension of time. 

In order that the Commission and the public may be completely advised as 
to North American's activities with respect to its purchases of Detroit 
Edison stock, our order ~rantin~ the application will require that North 
American furnish the Commission, promptly after the end of each week until 
such purchases are terminated, a schedule showin~ for each day covered by 
such schedule, the number of shares purchased, the price at which purchased, 
and in respect Qf purchases effected otherwise than on the New York Stock 

Exchange, the name of the person from whom purchased - such data to be 
placed in the Commission's public files; and that North American shall ~ive 
appropriate notice to the Commission at the time when the proposed pro@ram 

has been completed. 
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Sections 9 (a) (i) and iO of the Act are appilc~ble.to the proposed 
transaction. We obserye no basis for adverse flndin~ s under Sections 10 
(b) or 10 (c) (1). North Amerlcan has a~reed that the,~shares it proposes 
to acquire Will be considered subject to OUr prevlous order under 
Section ii (b) (i) of the Act wherein we directed North American to di- 
vest itself of its holdings in.Detroit Edison. Since ~he proposed ac- 
quisition will facilitate the c~rryin~ out of our previous order, we find 
that the transaction has the tendency required by Section!O (c) (2) of 
the Act. Our order will reserve Jurisdiction to enter any further, order 
which may appear necessary or appropriate in connection herewith. 

An appropriate order will issue. 

By the Commisslon (Chairman Purcell and Commissioners Healy, Burke, 
and OgBrlen), Commissioner Plke beln~ absent and not, particlpatin~. 

Orval L. DuBois 
(.SEAL) Secretary 
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UNITED STATES OF AMERICA " 
BEFO   THE S CU IT  S  XCHANQE co  ssION 

At .a r e g u l a r  s e s s i o n  .O~ the  S e o u r l t l e s ~ n d  Exchange Commission, 
. he,ld at Its offlces. . in the City of PhlladelPhia, Pa,.,- 

.. .." :on the 15th day of January, A, D. 0 I~4~. 

In t h e - M a t t e r  Of  . . . . .  : 

THE NORTH AMERICAN COMPANY 

: ORDER GRANTING 
~ I l e  No.~0-656 : 'APPLICATION " 

! 

{Public UtllltyHoldlng Company Act of : 
l q ~  -Section IO) .... 

The North American Company, a r e g i s t e r e d  h o l d i n g  companyp having  f i l e d  
an a p p l i e a t l @ n  p u r s u a n t  to  S e c t l e n  l0  o f  the  P u b l i c  U t i l i t y  Hold ing  Company 
Act o f  19~5 w i th  r e s p e c t  to  the  a c q u i s i t i o n  o f  a p p r o x i m a t e l y  12,500 6 h a r e s  
Qf the  c a p i t a l  s t o c k  o f  The D e t r o i t  Ed i son  Company, an e l e c t r i c  u t i l i t y  com- 
pany,  by p u r c h a s e s  on the  New York S tock  Exchange or  o t h e r w i s e  which s h a r e s  
a re  r e q u i r e d  t o  make p o s s i b l e  t h e  payment o f  the  n e x t  q u a r t e r l ~  d i v i d e n d  on 
t h e  common s t o c k  o f  The North American Companyp payabXe In s t o c k  o f  The 
D e t r o i t  Edison Company, on the  same b a s i s  as the  l a s t  seven  q u a r t e r l y  d i s t r i -  
b u t i o n s  ( i f  the  Board o f  D i r e c t o r s  d e t e r m i n e s  so to  do~! and 

A p u b l i c  h e a r i n g  hav ing  been he ld  a f t e r  a p p r o p r i a t e  no . t i c s ,  'and the  
Commission hav ing  c o n s i d e r e d  the  r e c o r d  and hav ing  made and f i l e d  i t s  F i n d -  " 
lngs  and Opin ion  hereIn~ and 

The Commission deeming I t  a p p r o p r i a t e  In the  p u b l i c  I n t e r e s t  and fo r  
the  I n t e r e s t  o f  I n v e s t o r s  and consumers  to  g ran t  t he  a p p X l c a t i o n  p u r s u a n t  
to  the  a p p l i c a b l e  s e c t i o n s  o£ the  Acts and the  Commission hav ing  found t h a t  
the  s t a t u t o r y  r e q u i r e m e n t s  have been s a t l s f l e d ~  

IT IS ORDERED t h a t  s a i d  a p p l i c a t i o n  be and I t  I s  h e r e b y  g r a n t e d  f o r t h -  
wi th  s u b j e c t  to  the  f o l l o w i n g  terms and c o n d i t i o n s :  

(1) That p u r c h a s e s  by The North American Company o f  s h a r e s  o£ c a p i t a l  
s t o c k  o f  The D e t r o i t  EdiSon Company o t h e r w i s e  than on the  New York S tock  
Exchange s h a l l  be a t  p r i c e s  n o t  h i g h e r  than the  l a s t  s a l e s  p r i c e  on the  New 
York S tock  Exchange and t h a t  no s h a r e s  s h a l l  knowing ly  be p u r c h a s e d  from 
any o f f i c e r  o r  d i r e c t o r  o f  The North  American Company, o f  from any o f f i c e r  
o r  d i r e c t o r  o f  any o f  i t s .  s u b s i d i a r i e s  or  a f f i l i a t e s ;  

(2) That no p u r c h a s e s  o f  ~hares  o f  the  c a p i t a l  s t o c k  o f  The D e t r o i t  
Edison Company shall be made after February 20, 1943 provided, however, that 
The North American Company may prior to said date request addltlonal time; 
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(3) That The North American Company shall furnlshto this Commission 
promptly after the end of each w~ek before such purchases'have terminated, 
a schedule showing for each day covered by such schedule, the number of 
shares purchased,'the price at whlchpurchased, and In'respect Of purchases 
effected otherwise than on the New York Stock Exchan%e, the name of the per- 
son from whom purchased; and that The North Amerlcan Company shall ~ive 
appropriate notice to this Commission at the time when the purchases have 

been completed| 

(4} The terms and conditions prescrlb~d in Rule U-24o. . 

IT %SFURTHER ORDERED that jurisdiction be and is heret~ reserved to 
enter any further order in connection herewith which the Commission may deem 
necessary or approprla%e In the public interest or for the protection of 

Xnvestors or consumers. 

By the Commission, 

(SEA',) 

Orval 5. DuBols, 
S e c r e t a r y .  
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