
.t 1 1'" () X :Decision ~o. E. n ~ '- • ------
J3E~ORE TEE RAILRO.AJ) CO!J~MISSIO.N OF ~E:8 STATE OF CALIFORNIA 

In tAC ~atter of the A~~lication of ) 
SAN JOttQ.'O'IN LIGHT .A.!ro PO'~i'ER COl\?O?A-) 
TION tor authority to issue and to ) 
sell cortain stockS and bonde. ) 

Application No. lZ215 

lr=;r 30.=e, :for ~!'PllcWlt. ~~;IZI 
BY TEE CO~OO:SSIO.N: 

OPINION 

In t~16 ap~!icat1o~ S~ Joaquin Light and Power Corporation 

asks permission to 1ssue and sell $3,Ooo~OOO.OO of 1ts Ser1es ~Aw 

~rior preferrod six percent stock, $4,OOO·~OOO'.OO of 1 ts common stock 

and ~25,OOO~000.00 of 1 ts u'01fy1ng and refunding mort-gage fi~e percont 

thirty year bonds for the purpose of retiring outstanding bonded in-

d.ebtedness. of reimbursing its treasury and of !i:lSllcing tho cost of 

the sc~uieition and construction of extensions. additions and better-

~ents to its plants and properties. 

Applicant roportx its authorized ene:. outstanding s took as 

of September ~O. 192&~ as follows:-

CLASS OF s~ocr AUTRO?~ZED OUTSTANDIN~ 
Prior pre:errod seven percent :~25.0VV.Ovu.OO $11.~82.~OO.OO 
Prior preferred Sorias "A" six percent 50.000.000 .. 00 924.700'.00 
?referred Series TT'A'" seven percent l8.500.000'.00 6,.441,.200.00· 
Preferred Seriee ~~ six percont 5,.500~OO~.OO 58.800.00 
Common • • • • .. • • .. .. .. .. .. I' 50,Q,90Jo OOO.OR , • .*1,000'%000.00 

, Total.. .... ...... .............. .;;:f50.000;OOO.00 :;;;0:>0,006.900.00 
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Ag of the same dato. the outst~d1ng bondod ind&btednesz 13 

reported as fo11ov~:-

U:o.ifying end ro:funding mortga.ge bond.s: 
Serios "'AfT "[Tg due !wZsreh 1.,1951 $1 .. 000',000'. 
Sertes "'E'" 6 TS due March 1.1952: 9.,633,000'. 
Seriog fTC'''' 6 1 3 due May 1 .. l954 1 t 500:,Ooo,. 

Subtotal. ••••••••• •••• ••••• •••• $lS,.l33,ooO'. 
Firgt and refunding mortgage bonds: 

Series fT.A, fT 61's due August 1 .. 1950 1,109,000'. 
Serios "E'" 5 T's due Augc.st 1,1950' 799,.000. 
Series ":B"' 6,TS due Augo.st 1."l950· 2.125,000'. 
Serios "'C'" 6T3 due August 1.1950 10,1923 000. 

Subtotal....................... 14.225,000. 
Underlying bonds: 

San Joa.quin Light s:c.d Power Compa:lY' 
srs duo June 1, 1945 ••••••• . . . Z,210 .. 000. 

Total.............................. ~Z4tt56S,OOO. 

In ma~ the preeentspp1icat1on to 1szue add1tio~ stock 
snd bonds, th~ compSllY" e.sks permission to sell $2,000,,000'. of six 

percent prior preferred stock to Western Power Corporation for ~95. 

a ghare. with the right reserved to re-purchase it at tho same prico 

and to re-sell it theroafter through its own organization at a price 

to net it not les3 then $93. a shsre; to sell ~l,OOO'"OOO. of six 

percent prior preferred stock through it3 own organiza.tion tor not 

less than $93. s. sbare net: to sell the $4,000,,000. of common stock 
to Westom ?ower Corpol"tl.tion :for ~?50- ;.8. s'hs.:re: and. to sell the 

$25.000.000. oi 'bond.s for not less than 95 percent of their face value 
plus accrued interest. 

A'c the prices indica.ted. e.pplicant, if the 1sSUl) ot the securi-

ties is author1zed by the Co~ss1on, will receive the folloWing 
amotmts ;-

From the sale of the e25.000.000. of oonds ••••• $23,750,000. 
]lrom the salO' of $2.000.000. o:f prior preferred 

stock to Western Power Co~oration • • • • • •• 1.900,.000. 
1rom the sal~ of $1~000,000. of prior ~refer.red 

stock to the general public • • • • • • • • • .9'30,000. 
!rom tile sa.le of $4.000',000. of common stock to 

Western Power Corporation. • • • • • • • • • • 2,0()O,,000 • 

.., .. 1 ',~" 0. .. 580 .. 000'. ~owa •••••••••••••••••••••••• ,~~ ~ 
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The compallY' zee:kS to spplyo the proceeds to be receivod from 

the salo of the stock and bonds toward tho following purposes;-

To finane~ the cost of retiring $2Z~7259000. of bond$ $24~108.525.00 
To reimburse 1 ts treasU%7 on SCCO'llllt 0:1: capital ex-

pondituos ma.de prior to Sa~tember ZO~ 1926- 3,,898,,895.97 
To fin:mc& tho cost of construc'tion o:qlondituos auth-

orized but to "00 msdo 8ub30quent to Sept.30.l926 1.978.113.00 
To !inaneo estimated construction e~ondituros for tho 

yooar 1921 • • • • • • • • • • ••• • • • • • • 3.734,077.00 

Total •••••••••••••••••• $:337720;,.210.91 

'!he bonds a.pplicant proposes to call s.:c.d radeem includo 

all of the $14.225,,000.00 of first snd refund~ mortgage bonds, the 

$1.000.000.00' of Serios ftA" UDify1ng and ref'mding mortgago bondS 

and tho $1,.500,.000'.00 of Series "0:" unifying and roftOle.illg mortgage 

bonds; a total of $22.725.000.00. 

refunding mortgage bonds are non-callable • . 
It 8.1'1'e s:rs tho. t the Seri e s "A ft fi r$ t and. rof'C.D.d1ng bonds 

are callabl.o a.t 10'2.5. tile Sories "B" aDd. Sories ftC'" first and ro

ftUldiDg bonds and the Series ftC" UDifY'ing and refunding bond.s at 

105,. and tho Series "A" unifying s:o.d reftOlding bonds a.t 107.5. In 

calling the entire $22 .. 125.000.00 of bonds. 8. total. promi'tml. of 

$l .. 28S~52S.00 must be paid e.:c.d in add.i tion it is est1ms.ted that 

ebout $100.000.00 must be expended in tAo refunding operatio~ making 

a total cost of $24,,.108,525.00 to redeem the $2z.,:125.000~00 o:f bonds. 

Appl1csnt" however;. is a.sking permission to tt$O the proceeds from 

the sale of only $22,725.000.00 of the new series wnw f1~e percent 
. 

bonds to retire the $22,725.000.00 of bonds now outsts:o.d.1ng~ the 

remai:1ing smOmlt to bo obtained :from the s'ale of stock. The cocpany 

estimates. that a. net annusl sav1:l:g~: of about $204.000.00 should. bG' 

of~eeted through the transa.ction. Tbis sa.v:tng is prodicated on the 

a.ss-amption that such moneY' as t:"le company ma.y get from tho sale of 

tho common stoek used to redeem bonds .. costs: the company nothtllg :for 

the: reason that no dividends are novi being paid on common stock;· 

nei ther was fJ:JlY considoration g1.ven to duplics.te interest eharges 

on bonds durlng the 1ntel""'TSl of time e1a.pe1ng between the issue of 
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the new bonete ~d redomption of the bonds now out$tsn~. 

me record show:: tha.t the :first and. refunding bonds ere to 

be co.llect for pa.yment on]'ebrus.ry 1,. 19 27 ~ tho Series "A,'" UDif~ 

c.nd roftuldi:ttg "conde on May l,. 1921. It 13 estimatod the.t a.t tho 

t1me the bonds are ps.id tllore will re::na.1n e. deb1 t bs.lnnee on s.p-

~11cantrz books of about $1,.212,.458.00 representing ~ort1zed 
, 

debt d13co~t'and expense app~cab1e to bo~dz redeemo~. Instead 
of chs.r~ t:bis entire amotznt,. to-gether \vl. th the premiittlt of 

01,.283,.525.00 to be paid,. to profit end loss at one ~e upon the 

redemption of the bonds,' appl1csnt askS· that it be per.m1tt&d to 

amortize these be.lanees over the life of the new Series ":0"' bonds 

to be issucd. W$ believe tha.t undor the circumstenees of th1s 

csse the company should not be l'e~u1r&d,to write off forthWith the 

tm.amortized diseot'Jlt" expense and premi'tlIllS and that .. its request in 

this respect should be granted. 

Coming to the requost of applicant to usc ::ecuri t:r :.9roce~ 
to re1mbtU'3o itz troszur:r and to filUlJlcE'I C0:::l3truct1on costs" it ap-

pears tila.t applicant re)?orts its tmcal' 1 tsl1z.cd. construction cxpen

dit'l2r6Z u:p to September 30 t 192& at $Z,.S9'S~S9'5_9'l. T:b.is amotmt is 

deter.mined $S follows;-

Unca~italizcd b~lence as of September ZO,.1925 
as p&r Application 30. 12029 • • • • .... .. .. .. $159,.25l.08 

Aa~it1ons and betterments:-
1925-0cto"ce-r • .. .. .. .. .. .. .. .. .. ~;i280,.373.52· 

344,.276~54 
299,.:227 .52 
429,.086.06 
475 .. 584.15 
500',.958.92 
585 .. 813.68 
696,.4SS.10 
528,.355.59 
6OS,..lSS.4S 
6l1,. 269' .89' 
S40~964.40 

November .. .. .. .. .. • .. .. .. 
:De camber .. .. .• .. .. .. .. .. 

1926-January .. .. .. .. .. .. .. .. .. 
:5' e 'brus.ry .. • • .. .. .. .. .. 
March. .. .. .. .. .. • .. .. .. 
.1"'0%'11. • • • • • • • • .. .. ,'" ~e.y • • • • • ••• ". • • 
J~e • • • • • • • • • 

c July • • • • • • • • • • .-
Augc.s t • • . . • ~ . • . 
September .. .. .. • .. .. • • 

Total ........ . . . .. . 
LESS-~oce&ds from eale o~ stock .. . . . .. 

E~lanec •••••••• 

5,.o.9'l;S5'Z.92 

5. 456,.Sb9.0<5 
2z551,91Z .. 0Z 

;i-iS , ~9S:t ts§s. ?j"/ 
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shows unexpended. "oa.la.neC's on constnetion work. authorized by 

applieent ~ s I!ltl.~gement to be 'tOld.ertaken dur1Dg 1925~ in the smo'ttC.t of 

In its ~i "oi t Xo. 6 a:ppliean t estime. ted that its 

construction ~rogrsm for 1927 will call for an expenditure o~ 

$39734 .. 677. It appears to us that some of the- construction , 

expendi tures illeurree. prior to September 30,~ 1926 were fi:aaneed in 

part temporarily by current liabilities and the 1nves.tment of re.a&n'e 

moneys. zo the eT.tent that this Me: beon done- 9 ::toneY's <>"ota.1ned 

from tho sale of bonds and stock should be used to pay such lia"o1li-

ties· end :re~burse the reserveS. Prom S'eptember 30,. 1925 to 

September 30,. 19Z6 applic::ant"s su:z=plue was increase-d b:,r $531~38S.n. 

!'o comply wi th ~he COmmission's order in DeciSion No. 

l3143 dated FebrJ.S.ry lZ~ 1924 in Application No·. 9692 the co:nps.IIY 

filed a stipulati~ taAt it would not declare any d.ividend on its 

CommO:l s.toek until its ace:t:r.tmlated surplus reported on November 30" 

1925 at $3,,~O'l.203.l4 hae. been increased. to an B.mO'tmt of not less. 

than $4 9 000,.000. and that it will not pay dividende on its common 

etoek in an s.mOtmt v/hich will therea:!ter red~ee such sa.rpluz to. So 

S':l:l less tlmn $4.000,,000. ~e OO:lps.IlY was required. to file the-

stipulation for the purpose of building up the equity behind its. 

;pre~erred stock. It is now urged that the investment of $2,000pOOO. 

~ $4~ooo~OOO. of common stock of the company aecomp~1shes the 

de-Sired reSttl t to the extent of such ,1nves,tment. 

o~ th& cocPanY"'s fi~cial statements on file with the ~omm1ssi~ 

showa that its oquity behind its preferred stock is now less than 

it wa.s in 1923 and that even were we to authorize the issue of 

$4,000,000.' of common stock for a consideration of $2,000~OOO. the 

situation would not be improvod to the o~ent which warrants the 

COmmission to vaeate the order ~ Decision No. 13143 or grant the 

eOtlpe,nyr s re-quest to cancel the stipulation referre'd to herein. 

s. 



In regnrd to the compsn~'s request to issue common stock at 

:~50 .. per sharc" it is urged that the proposed pr1cc is reasonablo 

and thnt the investment of ~2.000~OOO.00 in co~on ztock of the 

comp~ \~ll be to its benefit. Applicant cubm1ttod no tastimoDY 

showing what conzidoration. if any. the comp~ny roceive~ for the 

~ll,.OOO,.ooo.OO of co:::r.on stock outstanding. Our a.ntJl.ys1a o:! the 

company's reporte shows that its invostment in tangible properties 

is less than tAe amount of itz outstsnding bonds. ~r1or preferred 

and proferred stoc~ It is of rocord that tho markot value of the 

company's common 2tock is now about :;;45. per share and thllt 1 tWill 

this yee:r earn about five and one half percent on its $11,.000,.000. 

of co~on stock outstanding. 

value of stock as of a particular date nor the ea.rn1ngs for one year 

can be taken ae establishing the fair and reasonable value of stock. 

~b.oro is no doubt in our minds tne.t the price wbic7a ilae 'boon paid 

for a.pplicant's corcmon stock ,in an endoa.vor to'sec't1l"o control of 

applicant has had tho effect of increa.si:ng the market va.lue of such 

stock. 

AS sta.ted above,. the "'lestern Power Corporation has agreed 

to 'Pay ~95. per sharo for 20,.000 sharee ($2,000,.000:.1 of applicant'S 

prior l'reforred stock and hoo futbor agr~ad to give a.pplicant the 

right to re-pureJ:.s.so such stock in order that applicant :a1g;b:t eell 

said stock to tho general ~ub11e at a net pr1e& of not les~ th~ 

$93. per zha.re.. It appears to uz tl::.$.t the amo'Cllt of money which 

tile Western Power C'orporation would receive from the re-zalo of 
$2.000,,.000. of stock,. is su'bstsntial17 the same which it ~ a.groed 

to 'Pay for the :;"1'4,000,.000. of COlIOlon ztock of applicant. The 

purchazo of the ~4,OOO;,.OOO. ot common etook wo"l1l<l, however~ give the 

'.'restern Pov/ar Corpors.t1on s greater control over a:p~11cant. It 

oocurs to us thc.t solte of the considerations: that prompt t:b.1& trs:a2-

action g,l-'e tbe tempora.r.v investment of Western Fow(Jr Corporation 

funds in San Jonq'Oin Light a.nd Pov,or Corporation.' stook and the 

seQ:'al"ing by ~rostorn Power Corporation of a grea.ter oontrol ovor 
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appl1ean.t wi th a millim:a:m inves tment in the ::tock of that corpora-

tion. Tha facts before 'IlZ do not justi:f:7 us to authorize the 

issue of the $4,000.000,.00 of common stock. Appl:1.ca:o.t T s request 

to issue $4,000,,000.00 of common stock will bo denied without pre-

judice. 

ORDER 

Sen Joaquin tight and Power corporation, having applied to 

the Railroad Cot:1t1sz1on for permission to issue $3,000,.000.00 o:f 

prior preferred sto·ek and ~,OOO,.OOO.OO of common stock e.:o.d. 

~~25,000,.000.00 of bondS, 0. public hear'J..Itg having boon: held beforO' 

Ex~ner Pankhausor snd the Eailroad Co~ssion being of the opin-

ion that the com:p~Ts re~uest to issue $4,000,000.00 of co~on 

stock should. be de:o.1ed without prejud.1ce:, and. that the mona:v .. yro

:pert:v or labor to be procured or p$.id for through the issue and 

sale of the prior preferred stock and the 'bonds is reasonab17 re-

~u1red by applicant for the purposes specified h~re~ snd that 

the expend.1 tt:.res for such :purposos are not in Vlhole or in part 

reasonably chs.rgeab~e to operating expens~s or to income,. 

IT IS EEREBY ORD~~ as follows;-

1. San Joaquin Light and Power Cor:poration ms.:v issue and 

sellon or before June 30. 1921 at not less then 95 percent o~ 

thQir ~aco value and accrued interest. $25,000,.000.00 of its Ser-

ies "'D'" unifying :md. refttnding mortgage five perc,ant 30-yesr bond.s 
,II,. . and. use the :9rocoeds from .;;>22.~ 725,000·.00 of sa.id. bonds.,. other than 

accrued interest~ to redeem in part the bonds reierred to in the 

foregoing op1n1o~ 
2.. Ss Joaquin Light n:a.d. Power ;.Corpora.t1on rna:! izeue and 

eoll for cash on or before Jtm.e 30, 1927 at not loss then :ii9,5. per 

share, 30,.000· snares. (:~,OOO,.OOO:. :par va.lue). of its six percont 
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prior proferred stock and use. if necessar.1~ of the ~roceeds re-

cei "led frpm the sale of such stock,. a.:l ,amount not exeeed1.ng tv/o 

dollars per share of stock so·ld to pay commisZi.OXlS s:o.d e:r.pc:lsG'z 

incicent to the sale of such stock., ~ha remainder of the pro-

coeds. to.gether wi th such portion of tho two dollars: :pOl' :::hare 

not need&d for said p'C.l"poses~ ma.y be consol:idit&d \\11 th the :pro-

ceeds rcceive~ or to be received from tho sale o~ the stock here-

to~oro authorized to be issued and sold 'Purs~t to or'~rs ~ 

A:9p11cst:tons Nos~ S207. 1018&,. 11033 and l202.9. Se.id. consol1-

dated proceeds other tbsn accrued ~i"l1dends mS7 be used to red(J~ 

in part the bonds referred to: in the foregoing opin1o~ to reim-

burse app1ioant~s troasur7 3nd tho reserves on eccottnt of o~:es 

07.pen~cd for t~e acquisit10n and conotruct1on o£ property ~rior 

to Sel'tembcr ZO. 1925,and: to pay indebtodno3s incurred. in a.cc:..uiring 

and constructi::lg said proportiec. onc1 to ps.y in part the cost of 

scc;..uiring ana. conztruct1:o.g tAO othor proportios: reiorred to in 

s~d. opiDion. 

z. S~ Joaquin Light and. Power COl::por:J..t1on me::! use the 

~roceedz ob~aino~ from tho sale o£ $2,215~OOO.OO· o~ the bonds herein 

anc. reserves: on accotmt of oarIliD.g$' expended for the a.cctIl1. s1 t10n a:c.d. 

cODZtruot1~ of propert7 prior to September 30. 1926 end to~ay in-

dobtedness incurred 1:l e.oquirillg and construoting said proporties 

and to pay in part t~e oost of ~equir1ng and construet1l:tg the other 

properties referred to in tho forego 1ng.o~1n1on. 

4. San Joaquin Light and Power Corporation may use the 

accrue~ intere3~ and d1v1dend~ collected for general co~or~te 

purposes. 

5. San Joaquin Light and Power Corporation ma7 snort1z& the 

balance of the 'Q.llS.'mort1zed. disoo'tlnt s:od. 62:penso on the bonds w:bieh 

1 t 1ntands to redee:l and tho premi'Cm to be paid :tn call:tng and re-

d.eeming: :3a.id bonds over tho life of the Series ":0" bonds herein. 

anthorized to be issued. 
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6. Ss.n Joaquin Light ond, Power Corporation shall, koe:P ~ueh 

record of the issue., ze.lo and delivery o~ the stock and bonds 

herein authorized and. of the d.isposition of the proceeds as will 

onable it to file on or before tho 25th dsy of oac~ mon~h a veri-

fied repor~. ss required by the Railroad Co~zsion?z Gen~ral Or-

der No. 24 • ."lhich order illZO:e:sr e.s applicable. is mad.e a. pa.rt of 

t:b.is order. 
~. ~ho authority herein grsntod to iseu0 bonds vdll become 

o~fect1ve when appl~c~t has paid the fee prezcribed. by Section 57 

of tho :Public Utili tios Act. w~ich feo i~: :~,.J:.92...00;. Tho o.u thor-

ity to iS8UO prior proterrod stook will becomo e~foct1ve upon "tho 

da."te hereof. 
s. San' Joaquin Light and Power Corpora.t1onr s request for 

:permission to issue $4.,000'.000.00 o~ common stock and itz request 
to cancel the st,ipulat1on :filed. in Application No. 9&92 be. and the 

s~e $1"13 hereby d.enied without prejudice. 
~,,' 

(J DAZED at San ?rsnc1soo, Ca11:for:c.18" tll1s 

...:~..:::;..;....;;.;..-:;.:;.~~' y 1926. 

J 0 d,ny of 

~~~ 
_.. " ,", ~ .. '-
.:::; '-... ~ . 

£~~' ... '~"-
'·11 ' 27.----,/ 

Comm1zs1oners. 
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