
Decision No. 
"'~""'1'\7 J.:. ({tJ- ' 
.,. to .' .' I 

. 
EE:?OP.E TEEi ::u.nRO.A:D C O~SS ION OF TZE STATZ O? C.ALIJ10?J."'ITA , 

In the ~tter of the A~plicat10n of ) 
G?3AT 7i3S~ PO?/ER CO'XEJ:.JJY O~ CALIPORNIA ) 

for ~uthc~ity to issue and ze1~ ) 
~l,.OOO,.OOO:;··p~:·vslue of zix percent ) 
prefe::-red stock e.nc1.~$2 .. 500,.OOO. pc.r ) .lpp11ca.t1on No. 13312 
value of comcon stoc~ ) 

Guy C. E'D.rl Dnd Chaffeo ::. Zell, 
for $:9:r;>l1osnt. 

EY TAE CO~SSIOn: 

Grea.t "NesteI'D. '2owor Cortp~ o::! Cs.li!o:rm.a has applied 

to the Railroad Commission for pormission to issue and sell to th& 

publie 10,.000 shares of its six peroent proferred stock,. of the 

eggrag~te pa~ value oi $1,.000 .. 000 ... at not less than $93. a sbAr& 

net,. and also to issue and soll to ~eetern Power Corporation 

25,000 eh~e$. of it.s common co.~1ta.l stock,. ot tho aggregate par 

value of $2,500,.000., at the ~r1oe of $50. e share net. 

~~plicantTs authorized and outstanding capital stook,. 

a3 o~ December 31,. 1925, is re~ortod as ~o11oW$;-

Clazs of stock 
?~oi'orrea ::>ories "An six pcrco:n.t 
?=ciorred se~on ~oroont • • • • • 
CO::::Ir!.O::' - • "'" • _ ... - • • • • ... • • 

:otal ............ . 

-l-

~uthorized 
:)I~.ooo,..u6U .00 
15.000,000-.00 
SO z 000:,000.00 

~~6'0 t 000' t 000.00 

out~tanding 
.J lJIh , ~Ou'.OO 
12,lll,184.2l 
2'2',500:000.00 

$10~52T,.OS4 .. 21 



Sinea- :Deeember 31,. 1925,. the comp.!l~ htJ.a issu&d 

additio~l pre~erred stock of both c1ass&s, reporting its total 

outst8.!lding :prderred stock,. a.s of September 30, 1926,. at 

$15,.129,.100., and pre~erred stock SUbscr:1::pt1ons. at $1,.545,.500. 

In ma.k1:lg the present request to issue additional pre-

ferred and common stock,. the cOInpaDY asks pe:rmission to USe tho 

proeeeds for the purposes specified in :Decision No. 16091,. dated 

March 8,. 1926, in Lpplication No. 12518. 

In that decision the Commission authorized the co=pa~ 

to issne and sell $2,000,.000. of six percent 'preferred stock for 

the purpose of obtaining tunds to reimburse its treasury because of 

expend.i tures for capital purpo ses made- prior to ;[8.n'O..8:1:Y 1,. 1926,. 

and to finance in pert the cost of additions and betterments and 
extensions it was estima.ted Vlould be made during 1926. 

In its application the company had reported expenditures. 

theretofore made and estimates of certain work then ~ progress of 

$7,.990" 7.95 .. S'o, estimated expenditures for the :resr 1926 of 

$5,.022,.552.67, and expenditure& made in retiring certain bonds o~ 

$330,.696.75, the throe items aggregating $13,.344,.045.2:8. From. 

This 3mount it d.edue-ted $6,.155,.035., represent1:tlg the proceeds 

ree&ived. or to be received. from the sale o~ stock ther&tof'or& 

s:a.thor1 zed 9' leaving a bals.nce- of $7 ~ 189 ,.012 .28,. s.gs.1nst vI'.aioh nQ 

securities had been issued. !he ~ommiesion in paSSing on th& 

petition~ de-dueted $125,.000. on acoo'llnt of expenditures iJ::t 

coxmeetion with the applieation file<! by the C.it:r o.nd'CO'tC1ty of: 

San Francisoo for an order fixing and determining the just 

eomponsation to b~ paid for its San Francisco propertiee and th& 

$330,.696.75 ,9J.~&ged. to have been USe-d to retire bonds. These 

deduc:tions le~t s. bals:c.oe of $6,.'733,.315.53,. agtl.inst Whioh the-



COI:J?~ wac ~:o.thorized to issuo its stock. For e. description o:t 

the various items making ~ ~he expenditur~s end a statement of the 

method. used. in arr1ving at the :~&p 1Z3,315.53,. reference should 'be 

ma~e to tho former d.ecision, No. 16091. (Vol. 27,Opin1ons and. Or-

ders o~ the Railroad Commission of Oalifornia, pege 707). 

The decision permittod the issue and sale o! the $2,000,.000 

of stoek to ~rovide in part the $&.73Z p 315.53. From records on 

!il<l \'r1 th the crommission,. undor General Order l~o .. 24, it s,l'poarz. 

that the stock is being sold at 95 ~ercent of :par valuo. Should 

the entire ~o~t be die~o$ed of at this price tho company vdll 

receivo in cash the sum of $1,.900.000.00. Deducting tbi~ !rom 

the $&,.733,515.53 leaves a balance of ~4,.833,315.5Z unprovidod 

SIlO. on a.eCOtult of w:b1eh the present $,:pJ?licat1on to issuo stock is 

made. 

At the hearing held in th1e matter, J. :B. Blackp s,l'p11csnt "$ 

vice-pres:tldent and goneral mo.na.ger~ . tostifiod that the comp~ had 

outstanding certain indbbtedness in :favor of 'Nestorn POVier C0r:90ra-

tion ~ottnt1ne to about $2,Ool,OOO.00~ and notes in !avor of Anglo 

& Londo~ ~ar1s National Bank in the ~rincipsl amount ef $750.000 •• 

and that in his o~in1on tho ~rocecds to be received ~rom the sale . ~ 

ot ~he stock now requested would 'be used in part to moot this 1n-
dcbtod::loas. 

In cOD1l0ction with the reouezt to issuo and sell the rems.in-... , 

, 
ing authorized 'but u:oissued common stock to Western Power Corpora.-

tion at fifty percent ot its par value. it a.ppears the.t all of the 

now ou.tstanding :~27 pSOO,.OOO.OO of common stock is hold 'by that 

corporation which thuz contro13 applicsnt through stock ownors~p. 

Thi3 stock was issued under authorit7 gre~tod 'by D~c1a~on No.29S5. 

dated December 20. 1915,. in Application No. 1999. (Vol. a.Op!~ons 
and Ordera of the Railroad Commise1on ot Cal1!.~~ages 15a, 771-718) 

In that deCision the Co~saicn says--

"'Ti:L0 Cor::m:i.seion desiros to be of all possible flZzict.a:c.ce 
to Great "'Je::~tern "Eower Company of california in its :Z1na.nclllg 
'but at the samo ti~e n~tttrally hesitatos to eive unconditional 

S-



~c.uthority, ae lone as :p~r valuo romaine on Cal1tor.oia 
ztock, for the issue of c~pital ctockp unloss it 1$ 
con .... incQd th& t tho c~l.:"i tal ztock !"o'l)roeccntz ":alv,e in 
acco::d.a:c.co "J.'i'th tho principlez heroto~ore established 
in thiz Co~issionrs aecizions. 

GroOot ':[esto::n Power Company of Co.lifo:::-nia. haS 
ox-prcceed $I. ·:.rillingness to iesuo corti fico.tez of ztock 
in 3ucb form that tho CO~3eionrs consent to tho issue 
tcoroof me.y not "00 :l1sconstrued. The orcler ilore,in will 
accordingly provide thet each cortificato of the common 
C8.:pi tal stock issuod by Great Wostorn Power Company o~ 
California undor tho order horoin or in transfers there-
of shall contain, in tho body of tho certificate~ the 
followIng len~age:-

r~his cortificat~ of etook J~e boon issued 
pursue.nt to :Docision No. 2985 .. rone.ered. on 
December 2'0 .. 1915,. by tho Rc.ilroa.c1 Oommission 
of tho State of Oalifornia~ in Application 
No. 1999. In oo.id deciSion the R~Lilroad' 
Commission statoe taat the issuo of this etock 
i3 authorizod only boco.use of the practical 
necessity of exch$nsing tho camo for $ liko 
~ount of stock of Great Western Power Company, 
issued bofore tb.o ls.w of Cali:forn1a roouirad 
the Railroad Oocmiesion's consent to tho 1csuo 
of cap1t~1 stock by public utili~ias. Tho 
Railroad Commission of the St$te of California 
in said decicion cte,tos tho:t it 'has beon 
unablo to ascertain to wha.t extent, if at all, 
the canital ctock of Groat Wostorn 20wer 
Comp~yp at the time of its issue,. ~o~resented 

, ·',t.angi bl,e val ue. T ': ... 

It shoull1 'be distinctly 'tUldorstood that the P.s1lroad 
COmmission's action in authorizing tho issue of the 
common cspital stock as herein req,'tlested, :lust not be 
ta}:en az a. precedent. Authorization is bo1ng mado 
solely 'because tho cs.1'1 tal stock of Grec.t Western ?ower 
Cocp~ was issuod :prior to the effective ds.te of the 
Public Utilities Act ana is now outstanding .. nnd bcc~uso 
applicant horoin oarnestly insists that the exchange of 
an equ1valent amount of 1 t3 comraon CD-pi tal stock tor the 
stocl\: of Great 1'!estorn Fower Ooml'o.tl:r now held by the 
New Jersey corporation .. is a condition procedon~ to the 
success of further satisfactory financing by Great 
Western Power System." 

The only eVide'neo subm1 tted 'by applicant in support of 

its request to iS$Ue 25,000 shares of common stook at :fift~ 

dollars per share is tAe :follov~;- (Trs.nzcr:tpt pages z-4.) 
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· Question: (bY' C:b.s.ffeo ~. Rall, counsel for a.l'l'li.csnt) - With 

Answer: 

respect to the two and. So hsJ.f million par 'V'alu~ of 

common stoc~ that 13 sll of the common stock of the 

comp~ now romaining 'Cllizsued, is it not? 

(by J' .B.Bl£l.ck,. Vi co-President e:a d G-onoral Manager)-

That is correct. Ye5. 
~uoetion: And tAo Western Power Corporation hee offered to pur-

chase that stock at ~~50. a. shere? 

l!.zJzwor: Yec. 

Question: I~ issued, this 'ldll bo the first cocmon stock that 

has been sola other than tho oxchange of the 

~~21.500 .. 000. a.t the time of tho orga:o.iza tion of the 

Great Wostern ?owar Company of California.. e1nce tho 

Co~ss10n has had jurisdiction ovor the sale of the 

COICmon s to ck--------

Answer: That is correct. 

~estion: ---Stocks of utilities 

Answer: This is corl'ect. 

~uostion: And do you believe this proposed price of $50. per 

share is a fair price? 

Answer: I do, yes. 

Q:a.ostion: NoW',. the compt1.n7 ie now eo.rn:.tng rougbly someVlhore in 

the neighborhood of five dollars POl' share on its 

common stock. 

Answer: Yes ~ I think it will 'b0 a little. unde'r that this year, 

somavtc.oro between $4.50 and $5.00 s. ehara on 'the pres-

ent outztnnd1ng. 

This is a.1I tho eVidenco that was submitted by a:P1'11ca.:o:t 

to j'uet~f:r the price at which 1 t proposes to sell its stock.. True,. 

in response to a ~ue$tion b~ the :precid1ng exsminor~ J'. B. Black 

sta.tod tilAt 1 t VIae dif!ieul t to deterc1ne 'the :price and. that he Jalew 

of :no juet1ficat1on other than earningz for a:tJ.Y' one to invest moneY' 

in CO::::mOll stoc!:.. 

5-



This Commission has novor authorized tho issuo of stock at 

a price as lo.w as fifty 'tmloss 1'0rc:o.anc:e it be the common stock of 

al'~licant now outstanding. In tho decision authorizing tho issuo 

ot such stock tho Commission ctetcd~ however. that its action shoul~ 

llC-Z be consid.J:red as a precedent. and ga.vo tho res,con -:1h:T it autb-

orized the issue of such stock. '!'.ae frcCDlont appoorance of ropre-

eentativos ot applicant before tho Commissio~ the tact that ~eeision 

Iro. Z985 from which we lmvo o..uotecl heroin,. involved the issue of 

common stock by· applicant. v~rsnts us to conclude that they have a.t 

lea.st ~ genoral. fam1!:ts...-1t7 vii til tho policy of the Commission in 

regsrd to the ~~ice at which it por.oit& utilitios to is~e stoc~ 

:Be that $3 it m~~y,. the only evidenco :submitted. by a.ppl1c$llt to $'Il1'-

port its ro~uest to issue stock at fnfty,. is that o..uot&~ h~ro1n. 

rue '!fe regard. as wholly 1nsuf!iciont. 

!t is not inc~bent upon tho CO~~se10nrs represont~t1v~s to 

develop· an s:ppl1.cant's ease. 

ssk the:tr wi tnessos e. few perfunctory' leading quae tiOII3 mo. then' 

diSltiss them \v1 th the suggestion that if tbl} Comn:1se10n deSires any 

aediti~nal 1nformAtio~ lot its r0~resentetives ask the questtonz, 

~oes not meet vdth tho approval of the Commission. 

e,!'p11cant to make such aff'irrtativo shoWing in sUl'port of its l"O-

~U0Sts as v~ll warrant the Commission to mako the findings i~ is 

e~ect0d to makc~ end noz 1m~oee on the Co~ss10n the duty to make 

such showing either by cross e7~inat1on or direct. testimony.· 

The evidence submitted 0.003 not j'ust:tfy tlJ1s C'o:mmission to en-

ter its ordar authorizing the com~~y to iS$~e 25.000 shares of 

stock C$2~500,.000:.00 par value) at ~;50. per share. 

O?!>ER 

Great Western Power crompSJ:lY' of Califormtl,.. ha:v1ng o.l'p11ed 

to tho Rnilroad Cocmission for l'or.o1sZ1on to issue $1,.000,.000. of 

six :percent preferred and' $2,500.000. o! com.on stock., a publiC 
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bearing having been held before E~eminer F~hauscr~ and the P~ilroad 

Commission being of tho opinion th~t appl1c~trs request to issue 

$2.500.000.00 of common stock should bo denied vdthout ~rejud1ca9 end 
that tile money,. l'roporty or labor to 'bo procured or paid. for through 

tno issue and eale of ssid preferred stock is re8Zonsbl~ re~uired 

for the P'O.I'lJosez specified herein. and that the expenditure&: :for 
such ~urpO$O$ are not in whole or in p~rt re~onab17 chargeable to 

operating expenses or to incomo. 

IT IS AERE3Y ORDERED t:aat Great :'!oztorn Power COr:lPany of 

Cs.lifor.::11.a 'be. and. it Aorob:r 1::. a:u.tAorized. to i::::~u.o a.nd sellon 

or boforo D0~emoor 31. 1921 ~l.OOO.OOO.OO of its six porcant eu:ula-

tivo proiorrod stock ~t not loss t~ 98 p0rcent of :p~ value ~d 

usc of tho "O:'ocoaciz on OJ'J:ount coual. to not mOre than tbrea a.nd one 
~ ... 

hslf percent of the par valuo of tho stock sold to paY' comm1zs1Q~ 

a.nd expenses inCident to the ec.le of said stoc~ ~o roce.1nder ' 

of tho procec6.s, together with such portion Of tho. three and O:le half 

porcent not need.ed for said purposes shall 'be used. 'by applicant to 

ro~burse its treasur7 or to pS7 outstanding indebtednoss ~d 

::!1na.::::.ce. in pa.r~ tho expondi tures reiened to in t~e fore~o1Jlg 

opi:oio~ 

~ne authority herein grantod is subject to the follov~ng 

cond1 ti ons ;-
1. Only :such expandi tures as F.J.re properly cha.rge.o.ble to 

!ix&d capital $ccounts ee defined by the Uni!o~ 

Class1f1o~t1on of Accounts presoribed by the Rail-

road Commission may be financed. with the procoeds 

obtained. from tho issue and sale of the stock 

herein author1zed. 

z. Applicant shall keep such rocord of tho issue ~d ~alo 

of the stook heroin authorized end of the disposi-

7-
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tion of the proceadz ez vdll enable it to f1~e, on or 

'before tho 25th dfJ.Y o'! each month a. vorified =eport. 

as required by the Rs11road CommissionTs Goneral Order 

No. 24~ which order insofar as a~p11cab1ep is made a 

part Of tbis or~or. 

3. T".o.e authori't7 heroin g:r:anted to issuo preferrod stock Will 

bacome effectiv~ u~on the datQ hereof. 

IT IS BEREBY F'ORTBER ORDERED thst th1 S D.pp11eat1011 insofar 

as it involv~s the issue of $2,500~OOO.OO of cocmon stock be denied 

without ~rajud1ea. 

~ :OA~ at San Francisco. aali:forniap t:b1:: _~_'-__ dS.Y of 

1J/-<!kJ~ , 1926 •. 

Commissioners .• 
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