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PETORZ TEE RAIDROAD CQILIISSION OF TZIE STATE OF CATIFORNIA

In the Lotter of tho Avplication of )
GRSAT TASTERN POWER COLPANY OF CALIFORNIA )
Zor guthoxity to issuo and sell )
$1,000,0005- par~vdlue of six percent %

)

brofe*red stock and-82,500, 000. por

Application Xo. 13312
Yalue o0f common st0Ck.

oy C. Eaxl ond Chaffee E. Eall,
for applicant.
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OPINION

I"l
BY TET COMLISSION: /}P { f‘" }‘:l
|
j 4

Great “estern Powver Company of Californias has spplied
t0 the Reilroad Commission for permissionm %o issue and sell to the
public 10,000 chares of Lts six percent proferred stock, of the
eggregete var value of $1,000,000., st not less than §93. a skare
net, and alse 40 fsswe and sell to Vesternm Power Cbryoraxioﬁ
25,000 sheres of its common capital stock, of the sggregate par
velwe of £2,500,000., at the nrice of $50. o chare net.

Lpplicent’s suthorized and owtstending capital stock,

as 0f December 31, 1925, is reported as Jollowsi~

Class of ztock Authorized Outstanding
reforred Sor.es "oy cix percent 5IT5.000,0 00000 o  2L5,000.00
P*c Lorred sevonm DHOrCont . o - . . 15,000,000.00 12,111,784.21
COTION @ = v o = = = o o = = - o 50,000,000.00 27,500,000.00 -
20t8levcences cenees 360,000,000.00 $40,527,084.21
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Since December J1, 1925, the company hag Lissued
additional preferred stock of both clesses, reporting its toital
oﬁtstanding preferred stock, as of September 30, 1926, at
$15,129,100., and preferred stock subscriptions at 51,545,500

Iz making the present request to issue additionsl pre-
Zerred and common stock, the company asks permission to wse the
proceeds for the purposes specified inm Decision No. 16091, dated
Mo2rch 8, 1926, in Lpplication No. 12518. |

In that decisiom the Commissior authorized the company
t0 issue and‘sell £2,000,000. of six vercent preferred stock for
the purvose of obtaining funds to reimburse its {treasury becaunse of
expenditures for cepital purposes made prior to Jammery 1, 1926,
and Yo finsnce in pert the cost of additions and betterments and
extensions it wes estimated wounld be mede during 1926;

In. 1ts spplication the company had reported expenditures
theretofore made and estimetes of certein work then in progress of
$7,990,795.86, estimated expenditures for the year 1926 of
$5,022,552.67, and evwenditures made in retiring certain bonds of
$330,696.75, the three items aggregating $13,344,045.26. From
This amownt it deducted $6,155,033., representing the proceeds
réceived, or to be receiied, from the sele of stock theretofore
suthorized, leaving & balance of £7,189,012.28, against vhich 1o
securities had been issued. The Commission in passing'on‘the
petition, deducted $125,000. on accomnt of expenditures in
connection with the application Liled by the City and Comaty of
Sex Francisco for an oxder fixing and determining the iust‘
componsation to be paid for its San Francisco properties= snd the

£$330,696.75 alleged t0 have been used to rotire bonds. Thece

deductions left a balsnce of £6,733,315.53, sgainst which the
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company was suthorized to issuwe Lt stock. Tor s desceription of
the wvarious items meking uwp the expenditures end o statement of the
method used in arriving at the $6,733,315.53, roforence should be
xmade t0 the former decision, No. 1609%. (Vol. 27,0pinions and Or-
doers o2 the Railroad Commission of California, pesge 707).

The decicion permitted the iszsue and sale o2 the 52,000,000
of stock to provide in part the 56,733,315.53. From records on
file wivh the Commission, under General Qrder No. 24, it appesrs
that the stock 1z being sold at 95 mercent of par valume. Should
the entire amount be disposed of at this price the company will
receive in cesh the sum of $1,900,000.00. Deducting this from
the $6,783,315.53 leavec a balance of 54,833,315.53 wnprovided
and on accomnt of which the vresent spplication to issue stocek is
nado.

At the hearing held in thic matter, J. 2. Black, apwlicant’s
vice-president and gomeral mansger, tostified that the company had
outstanding cextala inddbdtedness in Lavor of Westorm Power Corpora~
tion amouwnting to about £2,061,000.00, and motes in Zaver of Anglo
& London, Paris Fational Bank in the nrincipsl aﬁount ¢ 3750,000.,
and that in ris ovinion tho proceeds to be roceived Lrom +he sale
02 <ho stoeck now roqﬁested would be used in part to meet this in-
debtednosse.

In commection with the roguest to issue and sell the remain-;
ing authorizod but wnissued common stock to Westerm Rower Corﬁora-‘
tion at f£ifty percent of its par valme, it appears thetdll of the
now outstanding 727,500,000.00 of common stock is'hold by that
corporation whick thuc controls apylicant through sitock ownorship.
Thic stock wag iLscuwed under authority grented by Decision Fo.2985,

datod Decomber 20, 1915, in Application No. 1999. (Vol. 8,0pinions

and Orders of the Railroad Commission of Calif..Pages 752, 777-778)

In that decislorn the Commissicn Ssays-—-

"Trne Commizsion desires to be of all possible assistance
To Greet Vesternm Power Company of Californis in 1Lts Zinancing
but at the same time naturally hoesitates 4o give unconditionsl
B
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Teuthority, as long a8 pur valuo romains on Califormis
2tock, Z£or the issue of capital ctock, wnleszs it i3
convinced that the capital ctock reprecents valve in
accordanco with tho principlez herotolore ectabliched
in thic Commizzion’™s decicions.

Creoat Vestorn Power Company of Califernis has
oxporcssed & willingness to iszsue certificates of stock
in such form that the Commission’s consent to the issue
thoreof mey not beo misconstrued. The order norein will
accordingly provide that cackh cortificate of the common
capital ztock ictszuwed by Creat Wostorn Power Company of
California undor the order herein or in transfera there-
of shall contain, in the vody of the certificate, the
following lenguage:- -

TTnls corviticate of stock nae dbeon issuwed
pursuant 10 Decision XNo. 2985, roeniered on
Docomber 20, 1915, by the Reilroad Commission
0f the State of Califormia, in Application

No. 1999. In calid decision the Railroad
Commission states that the izsue of This stoek
iz authorized only bocause 0f the practical
necessity of exchanging tho came for a liko
amownt of stock of Great Wostern Power Compsany,
icsuod vofore the law of Californis roquired
the Railroad Commiscion's consent to the icsue
0f capital stock by public utilivies. Tho
Railroad Commission of the State of Californis
in sald decicion statos that i+ has been
wable to ascertain to what extent, if at all,
“he capital stock of Groat Wezstern 20wver
Company, at the time of i%s issue, ropresented

cvangible valme.T :

It should be distinctly wnderstood that the Rsilrosd
Commicsion’s action in authorizing the isszue 02 the
commoxn ¢capital stock af heoreln reguested, nmust not bve
takon as & precedent. Authorization is being made
colely because the canital stock of Grest Western Power
Company was fssued prior to the effective date of the
Public TUilities Act and is now outstanding, and because
gpplicant horein carnestly insists that the oxchange of
an equivalent amount of 1tz common capital stock Zor the
stock of Great Western Power Company now held by the
New Jexrsey corporation, is a condition precedent to the
gucce3s of further satisfaciory financing by Great
Western Power Systen.™

i

The only evidenceo sudbmlitted by applicant in support o2

itz reguest to issme 25,000 sharés of common stock at L£ifty

dollars wer share is tae Lollowing;~- (Pranscript pages O~4.)




nuestion:

tuostions

Answer=s

Questions

Answors:
Questions
Answers

Quostions

Inswer:

Queostion:

Thiec
to Justify the
4n respomse %o

ztated that 1t

(by Creffee T. Eall, comwnsel for spplicant)- With
rospoct to tho two and & half millioxm par value of
common stock, thot Lz all of the common ztock of the
company now remeining uwnisaved, is 1t not?

(by J-B.Black, Vice-Precident and Conoral Menager)-
That ic correct. Ye3z.

And the Western Power Corporation hes offered to pur-
chase that ctock at $50. & share?

Tese

IZ i=ssned, this will be the f£irst common ctoc¢k that

hes been sold othexr than the oxchange ¢of the
$27,500,000. at the time of tho orgamization o2 tke
Grest Westorn Power Company of Californls, cince the
Comrission has had Jurisdiction over the sale of the
common Stochkmmmm—cmnnan

That is correcte

~==Stocks of utilities

This 1s cormect.
Ind do you believe this propésed price of £50. per
chere is a falr price?
I do, yese.
Now, the company is now easrning roughly somewhore in
the neighborhood of five dollars por share on its
common. stocke.
Yoz, I think 4t will De a little under that this yeax,
somewhore between 54.50 axnd $5.00 s chare on the pres-

ent outztanding.

iz all tho evidence that was submitted by epplicant
vrico &t which it proposes to sell its stock. True,

a guestion by the preciding examinor, J. 3. Black
wee difficult to devormine the price and that he knew

0f no Justification other than carnings for any one to invezt money

in common 5t0Cks




This Commissiom has novor authorized the lssue of stock at
8 price o low as F£ifty unless perchance It be the common stock of
cpplicant now outstanding. In thoe decislom suthorizing the issue
of such stock the Commission stoted, however, that 1ts sction skouwld
nct be considered as o precedent, and gave the reacon why it sulh-
orized the issue of such stock. The frequent sppeorance of repre-
sentatives oL applicant before the Commission, the fact that Deeicion.
To. 2985 from which we have gquoted herein, involved the issue of
commor stock by applicant, werrants us t¢ conelude that they have at
least o generol femilfiaxity with the policy of the Commission in
regard to the price &t which it pormits utilities %o iscume stock.

Be that ss it may, the only evidenco submitted by applicant to sup-
port Ltz rocuest to iLzsue stock st L£afty, is that quoﬁed horein.
This we regerd as whelly Insufficient.

It is not incumben‘t upon the CommissionTs representativesz <o
develop ax spplicant's case. The practise of s0me applicants’ to
esk vhelr witnesses a few perfunctory leading questions snd then
dismiszs thom with the suggzestion that 1f the Commission desires any
eéditional information, let its representetives ask the guestionsz,
does not moet with the approval of the Commissiozm. Ve oxpéct an
onplicont to meke such affirmative shdwi.ng in support of its reo~
guests az will warrant the Commission to make the findings it is
expectod to moke, end nol impose on the Commission the duty to make
guch showing either by cross examination or direct testimony.

Tke ovidence submitted doos not Justify this Commission to on-
ter Ltz order suthoriziag vhe coxpany %o issuwe 25,000 zhares of
stock (52,500,000.00 par value) et £50. per sharec.

02D ZER

Great Western Power Company of Califormis, having spplied

to the Reflroad Commissionm for perﬁission to issue %1,000,000. of

gix percont vreforred and £2,500,000. 0f cormmon stock, & public
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heering having deen held beforo Exeminer Fsnkhauser, snd the Reilrosd
Commicssion being of the opinion that spplicant’™s rogquest to issue
$2,500,000.00 of common stock chould do denioed without yrejudice, =nl
that the money, »roporty or labor Vo be procured or pald for Tkrough
+he issme and sale of seid preferred stock is reoaconsbly required

Tor the purposes specified herein, and that the expendivures for

such Purposes are mot In whole or in pard reasonsbly chargéable to

opersting expenses or 4o income,

IM IS ZERXERY ORDEZRED trat Grest ‘ectorn Power Company of
Californie be, and it noroby s, authorized %o ivsue and zell onm
or vefore Davexbor 31, 1927 $1,000,000.00 of its zix porcent cumula~
tive proferrod stock at not less thaon 98 percent of par value ond
use of tho procoeds an awount equal to 1ot more than three and oxe
nal? percent of tke par valno of tho stock zold o pay commissions
and oxpenzas incidemt to the sgcle of seld stocke The reﬁainﬁer'
02 +the proceeds, together with such portion of the threc and oxe half
porcent not needed for ssid purpeses shall be uzed by applicant to
rosudurse Lts treaswry or 0 psy outstanding indebtodness and
finance, in port, the expenditures referred to iIn the forejoing

opinione

Tre authority herein granted is subject to the following

conditions ;=

1. Only such exponditures &s are properly chargeable to
2ixed capital accbunts se defined by the Uniform
Classification of Accounts prescribed by the Rafl~
road Commission may be finemced with the proceeds
obtainoed from the issue and cale of the stock
nerein suthorlzod.

2. Lpplicant chall keep such rocord of the issme and cale

0% the stock horein amthorized and of the disposi-




tion of the proceeds as will enable it to 2ile, on or
bofore the 25th day ¢2 each month a verified rspoxt,
ac reguired by the Railroéd CoxmiszsionTs Gopnoral Order
No. 24, which order insofor as apvlicable, iz mede o
part ¢f thiz ordor.

authority herein granted to issuwe preferred stock will

become effoective upon thae dete noroof.

IT IS ZERTEY FURTHER ORDERED that this spplication incofar
as it fnvolves the issue of $2,500,000.00 of common stock be denfed

24,

without prefundices

DATED at San Francisco, Californisa, Thics
e

Jb??Ldégq/ » L9226

Cormisssoners.




