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BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Apvlication of )
SAY JQLQUIXN LIGHT AND POWER CORPORA~)
TION for suthority to issue and to ;

Application No. 13275
gell cortain stocks arnd bonls.

Lurray Bournoe, for spplicant. |

Dy
K

BY 7EE COMMISSION:

CPINIONXN

10 tais epniication San Josquin Iight and Power Corporation
asks permission to issue and sell 33,000,000.00 of Lts Series ™A™
orior preferred six percent stock, 4,000,000.00 of its commonm stock
and $25,000,000.00 of 1ts unifying and rofunding mortgage fiwe porcont
“1¢hirty year bonds Zor the purpose of retiring outstanding bonded in~-
éebtedness, of reimbursing its treasury and of Iinancing thé cost of
the acquisition and construction ¢of extencsions, additions and bheotter-
ments to its plants and proporties.

Applicant reportx Lts authorized and outstanding stock as
of September 30, 1926, &S Lollows ;=

CLASS OF STOCK AUTHORTZED OUTSTANDING
Prior prelerred seven percent 325,000,000.00 $11,582,200.00
Prior preferred Series TA™ =ix percent 50,000,000.00 924,700.00
Proforred Sexriez "AT seven pexcont 18,500,000.00 6,441,200.00

Proferred Series "3BT six percornt 6,500,000.00 58,800.00
50 OOO~OOO.00-A11 000,000.00




As of the same dato, the outstanding bonded indedtedness is
reported az follows -

Unifying end rofunding mortgage bondz:
Serlos "A"™ 7Ts due Marchk I1,1951 . 37,000,000,
Serfes BT 6:3 due March 1,1952 g;ggs,ogg;
Series "C™ 67s duwe May 1,1954 2 500,000,
Subtotal.l........‘..llb....... $18,153,000'.

Pirst and refunding moxtgage bonds:
Series "A" 67s due August 1, 1950 1,109,000.
Series "BT 5%z due August 1,1950 799,000.
Seriez "B™ 6"s duve August 1,1950 2,125,000
Series "C™ 6Tz due August 1,1950 10,192,000.
subtotal. ....... LR R RN N N 14.225,0000

Underlying bonds:
Sen Joaguin Iight and Power Company
S's due June 1, 1945 . . . . . 2,210,000.

motﬂ...ﬁ-..-....... ------ -“eees :”{34)%_8_’000.

Ip nakding the present aspplication to izzue sdditional stock
end bonds, the company asks permission to sell #2,000,000. of six
porcent prior preforred stock to Western Power Corporation for 595.

& share, with the right reserved %o ro~purchese it st the came prico
snd o re-sell it trercalfter thromgk Lts own organization at a vrice
To net 41t not less trhan $93. o share; to sell #1,000,000. of six
percent prior preferred stock throwgh 1ts own organizatibn'for not
less then $93. a share net: to sell the #4,000,000. of common stock

t0 Westeorn Power Corvoration for $50- X sharef end to sell the
$25,000,000. of bomds for mot less than 95 percemt of their face valze
vlus acerucd interest.

AT the pricecs indicated, gpplicant, if the issue 0 the Secori-
tieg is authorized vy the Commission, will receive the following
amounte =~
From the sele of the £$25,000,000. of vomds . . . . 323,750,000
From the sale of $2,000,000. of prior vreforred

gtock to Westorn Rower Corporation 1,900,000,
Prom the sale of $1,000,000. ¢f prior wvreforred
stock vo the general public . ¢ o s w 930,000

Trom the sale of $4,000,000. of cormon stock to
Western Power Corporation . . « . . 2,000,000,

- assmsrrs sl PReTOsPPENS :2.:28.,580)000.-
L




The company seeks 1o apply the vroceeds to he received Lrom
the calo of the stock and honds toward the following PUrposes =~

To finsnce the cost of retiring 522,725,000. of bvonds 324,108,525.00
To reimburse 1tc troasury on accomnt of capital ex-

vonditures made prior to Sevtember 30, 1926 - 3,898,895.97
To finence the cost of construction oxponditures aulh~

orized bBut to bo made subsequent to Sept.30,1926 1,978,113.00
To finazce ectimeted construction exponditures Lor the

FG&I' 1927 e & & & ®» & &2 & 2 o & a » 5,754’677000

TO'C&I-.-..---..---—.-.- -,“.;3337205210.97

The bonds applicant proposes o call and redeex include
sll of the $14,225,000.00 of first and rofwnding mortgage bonds, the
$7,000,000.00 of Series TA™ unifying and refunding mortzage bonds
end the £1,500,000.00 of Seriezs "CT unifying end rofunding mortgage
bondss o total of £22,725,000.00. The Sories "B™ wnifying emd
refunding mortgage donds are non=-callabloe.

* appears that the Series ™A™ fLirst and refunding bonds

are .ce.lla.ble at 102.5, the Series "BV and Series "CT first amd re-
Zonding vords snd the Seriez "C" unifying and roefunding bonds at
105, and the Series TAT uni:fyiné and refunding donds at 107.5. In
calling the entire $22,725,000.00 of bonds, s total premiwam of
31,283,525.00 must be paid and in sddition it is estimated that '
ebout £100,000.00 must be expended in the refunding operation, making
a total cost of 524,108,525.00 to redeem the £522,725,000.00 of bords.
Lpplicant, however, ic asking pormission to use the proceeds from
the ssle of only $22,725,000.00 of the new serfiez "D™ five percent
bonds to retire the $22,725,000.00 of bonds now outs%anding; the
remeining smomnt to he obtalined Lrom the sale of stock. The company
estimates that & net exmmal saving: of gbout $204,000.00 should e
effocted through the transaction. Thic saving is predicated on the
assumption thet suck money as the company may get froxm the sale of
the commonm stock veed to redeem bonds, coszts the corpany nothing Lor
the resson that no dividemds are now being vpaid on common s'oock,
neither was any consideration given to duplicate interest charges
on bonds during the interwval of time elapesing between the issue of
G




The new bonds and redomptionm of the bonds now outstanding.

The record skhowzs thet the f£irst and refunding bonds sre to
be called for payment on Fobrusry I, 1927, the Series ™A™ unifying
end refunding bonds om March I, 1927 and the Series "C¥ wulfying
and refunding bonds on May 1, 1927. It 13 oztimsted that ot the
time the bonds are psid there will remain a debit balance oz ap-
plicantTs books of abomt $1,212,458.00 representing mmemortized
debt discomnt and exponse spplicable to bords reldeemed. Instead
of cherging this entire amoumt, together with the premium of
BL,283,525.00 t0 be paid, %o profit end loss et one time upon. the
redemption of the bomds, applicant asks that it be vermitted to
emoxrtize these balaneces over the 1ife of the new Series "D™ bonds
to be isszmed. To believe that undor the circumstences of this
case the coxpany shouwld not bde required to write off Lorthwith the
wnanortized discownt, oxpense and premiwms and thet.its request in
thig respect should be grantoed.

Coming to the request of applicant to use security vroceods
to reimbdurse its treasury and to finaonce comstruction costs, it ap~
pears that gpplicant reporits 1ts uncapitsalized construction expen-

Tures up to September 30, 1926 at £¥,898,895.97. This amomnt is
dotermined as follows:-
Uncapitalized belance as of September 30,1925
as per ALpplication No. 12029 . . . . . . . . . £759,251.08
Adéitions and betiermonts:- ‘
1925—00'30b'31' - e » a - - - - - - -(‘.";280’,373-52
November . . 544,276 o 54
Decembder . . . 299,227.52
1926=Januery . . 429,086.06
Jobvruary . 475,584.15
Yareh . . . 500,958.92
-A-Pril - & a ! 585'813-68
ey o« - . . 696,458.10
JUIJ.O e & & ) 5’28',356.69
: JUJ.Y o o 605,’188.45
Augest . . . 611,269.89

September - . . « . . . . 540,964 .40 o
5,697,557.92

TOLEL = v o o 4 o o . . T, 455,805.00
LESS~Proceeds Lfrom S8l0 0 S%0CK « =« v & o « 2,557,91%.03
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The compeny®s monthly repoxt ss of September 30, 1926
shows unexpended balances on construction work suthorized by
applicent’s mansgement 10 be undertaken during 1926, in the amouwnt of
£1,978,113. In its Exkibit No. 6 applicent estimated that its
construction »rogram foxr 1927 will ¢all for an expenditure of
$3,734,677. It appears to us that some of the construction
expenditures incurred prior to Sevntember 30, 1926 were fimnsnced in
paxt temporarily dy current liabilities ard the investment of rezerve
moneysS. To the extent thet this has beon done, moneys obtained
from tﬁo cale of bornds and stock shounld be uwsed to pay such liabili-
ties end reimburse the reserves. From September 30, 1925 to
September 30, 1926 applicant’™s surpluc was increased by $531,%288.71.

To ¢omply with #he Commission's order in Decision XNo.
13143 dated February 137, 1924 in Application No. 9692 the company
filed 2 stipulation tzat Lt would not declare any dividend on its
common stock until its accumlated surplus reported on November 30,
1923 at $3,107,203.14 had boen increased to an amouwnt of not less
then £4,000,000. and that it will not pay dividonds on its common
gtock In an amount which will thereafier reduce such surplus o a
sz less than $4,000,000. The compsany was required to file the

vipulation for the purpose of building up the equity behind its
preferred stock. It is now urged that the investment of $2,000,000.
in £4,000,000. of common stock of the company accomplishes the

desired result to the extent of such investment. ﬁn‘analysis

of the company's finarcial statements on f£ile with the Commission
shows that ite equity benind its preferred stock is now less than

it wae In 1923 and that even were we to suthorize the isczue of
$4,000,000. of common sStock for a consideration of $2,000,000. the
situation would not be Iimproved to the extent which warrants the
Commizsion to vacate the order in.Décision No. 13143 or grant the

compeny's request to cancel the stipulation referred to herein.

5.




In regard to the company’s roquest t0 issue common stock at
$50. por share, it i3 urged trhat the »roposed vrice is reasonsbdlo
and that the investment of $52,000,000.00 in common ztock of the
company will e to its benefit. Applicant cubmitted no testimony
showing what considorstionm, if any, the compeny roceived fox the
211,000,000.00 of common sﬁock outstandinge. Our analysis oL the
company’s revortz shows that Lts investment in tangidle properties
ic less then the amomnt of Ltz outstaending bonds, rprior ﬁreforzoa
and proferred stock. It 4s 0f rocord that tho market valwe of the
company™s common stock is now about $43. per share and that 1t will
t2is year earn sbout five and ome half percent om its 511,000,000.
of coumon stock outstanding. In our opinion, neither ﬁhe narket
valuwe of stock a5 of & particular date nor the esrnings for one year
car be taken as estadblishing the fair and ressonable value of Stock.
Thoere is no dombdt in our mindg that the price whici has voon vaid
Zor applicent’s commom stock in an endeavor 1o securo control of
applicant has had the effect of increasing the market value ¢of such
ctocks

As ztated sbove, the Westernm Power Corporatior has sgreed
t0 pay 295. per share for 20,000 shares (4$2,000,000.} o2 applicant’s
prior preforred siock and oz furthor agreed to give applicant the
right to re-purckase such stock in order that applicant might sell
said ctock to the goneral public at o net price of not less than
$93. per chare. It gppears to uz that the amownt of momey which
the Western Power Corporatior wonld receive Zrom the re-cale of
£2,000,000. of stock, iz substantielly the same which it has agreed

to vay for the $4,000,000. of commoxm stock of spplicant. The

prrchase of the $4,000,000. of common stock would, however, give the

Western Power Corrvoration a grester control over epvlicant. It
occurs to us that some of the considerations that prompt this trans-
action gre the temporary investment of Westerxm Power Corporation
funds in San Joaquin Iight and Power Corporatibnfétock:and the
securing dy Weostorn Power Corporation of & greater control over

6~ RALEY.
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applicant with o minimum investment in the stock of that corpora-
tion. The focts before ms do not Justify us to authorize the
issue of the 4,000,000.00 of comﬁon gtock. JLpplicant’s reguest
to issue 34,000,000.00 of common stock Will bo denfed without pre-
judice.

Sen Jozcuin Tight and Power Corporation, having applied %o
the Reilrosd Commizsion for permissfon to Lissue £3,000,000.00 of
vrior preferred stock end §4,000,000.00 of comnon stock axd
$25.000,000.00 of vords, & public hearing having boer: hold before
Tyvaminer Farihauser snd the Reilroad Commission being of the opin-

fom thet the company's request to issue $4,000,000.00 of common

stoeck should be denfied without prejudice, and that The money, »ro-

verty or lebor to be procured or paid for through the issue and
sale of the prior preferred stock end the bonds i8 reasonadbly re-
ouired by spplicant for the purposes specified nerein, snd that
the expenditures for suck purposes gre not in whole or in part

reaconebly chargeable to operating expenses or to incone,

I7 IS ZERTBY ORDERZD as follows;~

l. Sen Joaquin Dight and Powexr Corporation may izsune and
sell on or befere June 30, 1927 at not less thenm 95 percoxt of
thoir face velue and accrued interest, $25,000,000.00 of 1tz Ser~
ies "D™ unifying ond refunding mortgage five porcent J0~year wonds
ard use the vroceeds from $22,725,000.00 of said bonds, other %than
acernod interest, to redeom in part the bonde referred to in the
foregoing opinion.

2. Sonm Joaguin Iight and Power .Corporation may izzne and
coll for cash on or before Jume &0, 1927 af not losz then 595. per
share, 30,000 shares (£3,000,000. par valuwe) of its six percent

T~ 340y
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prior preforred stock and use, if necezsery, of the proceeds re-
coived lrom tke sale 0X such stock, an smomut not exceeding two
dollars per chare of stock sold t0 pay commdssions and oxpenses
incicdent vo tho sele of such stock.. The remainder oL The pro~
ceads, together with such portion of The two dollers yor chare
not needed for seid purposes, may be consolidsted with the »ro-
ceeds rocelived or to Ve received fLrom the sale of the stock hore-
vosore authorized to be isswed end sold pursusent to orcers in
Eppilcetions Nos. 5207, 10786, 11033 end 12029%. Seld consoli~
dated proceeds other than scerued dividends may be uced to redeem
in pert the bonds referred t¢ in the foregoing opinion, to roinm-
burse srvplicant®s tressury and the reserves on accommt of oarnings
ezpended for the acquicition and comztruction of property vrior
0 September 30, 1926,and: to pay indebtednoss incurred inm ascqouiring
and constructing seid proporties, and to pay in part the cost of
sceuiring and constructing tﬁo otiaer proportios referred to in
seid epinion. .

3e Sen Joaquin Light and Power Comporation may use the
proceeds obtained from the salo of $2,275,000.00 02 the honds herein
authorized, other than accrued intecrest, to reoinburse itz treasury
ané reserves on accomwnt of carnings exponded Lor The aconisition axd

constructicn of property prior to September 30, 1926 end <0 pay in-

dobtedness incurred in acquiring snd comstructing ssid yproportlies

anéd to vay in part the cost of acouwiring and constructizng the other
properties roforred to in tho forego ing. opinion.

4a Sen Joagquin Lignt and Power Corporation may use +the
scerued interost and dividends collected foxr geoxneral corporate
PUrposes.

5. San Josguin ILight and Power Corvoration may mortize the
balence of the mnamoritized discount and expense on the bonds which
it intends to redeem end +thoe premiux to be paid fn calling and re-
doeming salid bonds over the life of the Series "D™ bonds herein

authorized to be izeuned.




6. San Josguin Light and Rower Corporation shall keep sﬁch
record of %he issue, cele and delivery of the stock and bonds
horein suthorized and of the disposition of the proceeds as will
onable it 4o file on or before +the 25th doy ¢f each mgm:h a veri~
fSed report, as regquired by the Reilroad CoxmmissionTs Genoral Or=-
dor No. 24, which o‘rder inzofar as syplicsble, is made a‘pa.r‘t of
this order.

7. The euthority herein gremtod to issue bonds will become
offective whon spplicant hes paid the fee vrescribed by Section 57
6% the Public Utilitios Act, which feo is H2,192.00. The suthor-
1ty to isewo priox vreferred stock will hecome oZfoctive upon thao
date heroofe

8. Sen’ Josquin ILighkt and Power COrporé:t:ion’s request for
vermission to issue %4,000,000.00 of common =tock and itz rqo_uest
to cancel the stipulstiom £iled ir Application No. 9692 e, and the
same are horedy denied without prejudice.

N

DATED at Sex Frameiseo, Californmie, this __J& dey of

M, 1926.
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