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Decisfon No. + ~Nti

BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

S '.'«\w
e ,11
In the Matter of the Application of ) u,y
TEE CALIFORNIA OREGON POVER COMPANY )
for an order of the Railroad Commis- )
sion of the State of California, auth~)
orizing the issuance and sale of stock)
and dedventures.

Application No. 14113

Broveck, Phleger & Harrison,
by E. H. Phlegoxr, for applicant.

BY THZ COMMISSION:

The California Oregon Power Coupany has applied to the
Railroad Commission for permission to issue and 3911, at not less

than $91.00 yer share, net, 15,000 shares of its six percent pre-
forred stock, series of 1827, of the aggregate par value of
$1,500,000.00, and, at not less than 93 percent of face value plus
acorued interest, $4,000,000.00 of fifteen year five and one~half
rercent debentures for the purposs of naying indedtedness and of
financing the cost of additions and betterments and for other cor-
porate purposes.

In Exhibit "B™ applicant reports its outstanding capital
stock as of August 31, 1927, at $9,730,000.00, consisting of
$4,441,100.00 of common stock, $4,333,400.00 of seven percent pre-
ferred stock and $956,500.00 or'six percent preforred stock. In
addition 1t reports preferred stock subscriptious of $256,400.00.
It roports its bonded debt at $10,523,300.00 consisting of the




following;—

Rogue River Blectric Company Tirst mortgage
5'3 due 1937 .l...'...O'.OOI.QCO‘......' $ 547’000.00
First and.refunding bonds;~ .
. Series "B™ 6'3,8ue 1942.....c0000.84,485,300.
Series "C™ 5%s,du8 1955..ece.0e.. 3,511,000, 6,976,300.00
General and.refunding bonds;-~
Series "A™ 5%s,due 1946.cec0ccccee 3,000,000.00

Total.......'...‘...I...-.C \10.523!300‘00

Cuarrent liabilities are reported ad .......$3,734,114.45.

It now appears in this application, that recently the company
bas amended its Articles of Incorporation, increasing and reclassify-
ing 1ts authorized cepital stock. As now amended they provide
for an authorized capital stock of 330,000,000.00, divided into
$15,000,000.00 of common stock, $4,420,000.00 ot seven percent pre-
ferred stock, $1,000,000.00 of six,percent preferred stock and
$9,580,000.00 of six pereent preferred stock, series of 1927. It ap-
»ears that the three classes of preferred stock bear cumalative div-
idends, at the rates indicated, without preference among the thres.
The preferred stock, seriles of 1927, however, is redeemabdble at 110 per
cont of par valus, while the other two classes are not redeemadle.
Eeretofors the Commission has approved the issue of all of the author-
ized seven percent preferred stock and six perc¢ent preferred stock,

although all of such stocks have not yet been issued. The preferred

stock, series of 1927, is a new class, of which the $l,560,000.00 now

rroposed to be issued, 1s a part.

The debentures proposed to be issued also constitute a new
cless of security. | These debentures will be dated Octoder 1, 1927,
bear interest at the rate of five and one half percent per annum,
nature Octobér 1, 1942 and be subject to redemption ot any time on
thirty days notlce at a premium of two and one-talf pexcent, if re=-
deemed on or before October 1, 1930; two percent if redesmed arfef
Octoder 1, 19830 and on or defore Octoberl,ls33; -ne and one-half
percent, if redeemed after Octoder 1, 1933 and on or before October %,
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1936; one percent, if redeemed after October 1, 1936 and on or before
October 1, 1939; and one~half of one percent if redeemed after October
L, 1939 and on or defore October 1, 1941, with no premium if redsemed
thereafter. The company has not yet filed a copy of tie agresment
under which the debentures will be issued. Though the debentures
will not be a lien on property, the record herein does not warrant
their sale at a price so low as ninety-three and accrued interest.

Ve believe that the company should receiws at least nimety-four and
one half and accrued interest for the dedentures.

In meXing the present application the company reports, in its
Exhidit No. L, 1ts capital expenditures already made during 1927 and
estinated for the balance of the year, including, however, expendi-
tures on 1ts Prospect hydro-eleciric plamt and its transmission line
Trom Prospect to Copeo which will be completed in the early paxrt of |
1928, at $5,300,000.00, comsisting of the following;=~

frospect hydro-electric plant « -« « . . . .3$3,500,000.
Transmission limé . « « &« = ¢ ¢« o o & « . . 800,000.

Miscelleneous additions and betterments, line,
extensions, etc ¢ =« ¢ 2 ¢ & o » 1,000,000,

Total.“'.......‘....‘.. é‘b !300!000‘

v appears that up to Septemder 1, 1927, the company had
actually‘eZPended Tor its comstruction work the sum of $4,120,628.10,
es shomn in detail in Exhibit No. 4. It alleges that fheae expendi-
tures have not besn permanently financed but have besn made, almost
entirely, with moneys advanced by Standard Gas and Electric Company,

- the testimony in this comnmection showing that at presert applicant
is indedted to Stendard Gas and Electric Company, on open account in
the amount of approximately $4,000,000. Applicant proposss to use
the proceeds from 1ts stock and debentures to liquidate its indebt~
edness due Standard Gas and Electric Compeny and to meet, in pars,
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the remaining estimated capital expenditures.

It is of record that the construction expenditures include
1n?.eresf during construction cealculated at the rate of seven percent
per emmum. This charge, we feel, is unwa.rr#nte& under existing fi=-
pancial conditioms. While it mey bde to tho advantage of Standard
Ges and Electric¢ Company which has 'oeen‘advancins moneys to applicant
for construction yurposes,to charge sevea percent intersst on money
advanced, such payment by applicant 1s, we belleve, unjustified.

Our fallure to call attention to some of the other overhead
and supervision comstruction costs does not mean that we necessarily
approve the same. While the order hereinm will authorize the 1issue
of stock and debentures to pay for the properties mentioned, such
anthority should not be construed as a Lindimg of the cost or the
velue of the properties‘for the purpose of fixing rates.

Applicant bas not yet filed a copy of the agreement defining
the terms and conditions under which the debentures will be issued.
Some of the terms of the debentures have been submitted. If the
debenture agresment, as finally subnitted, in any way modifies the
terms of the debentures, or contains conditions of an unusual nature,

we may modify the anthority herein granted to issue debdentures.

CRDER

Tne C&lifornia Oregon Powsr Company having applied to the
Rallroed Commissionx for permission $0 issue stock and debentures,
2 public hearing having beem held derfore Examiner Fankhauser and
the Railroad Commission being of the opinion that the money, pro-
perty or labor to be procured or..paid for through the issue of such
stock and dedentures is reasonably required for the purposes speci-~

fied herein and thet the expendituresfor suck purposes are not in

whole 'q;j in part reasonably chargeable to operating expense or to
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income,
IT IS HSREBY ORDERED that The Califernia Oregon Power Company
ve, and it hereby is, authorized to issue end sell, on or before

June 30, 1928, at not loss than $96.'per share, 15,000 shares of its

six percent preferred stock, series of 1927, of the aggregate par value

of $1,500,000., and $4,000,000. of its £iTfteen.’  year, Iive and
one helf percent debentures at not less tham 94~-1/2 percent of face
value plus accrued interest. . , |

IT IS HEREBY TURTEER ORDERED that The California Oregon Power
Coxpany be, and it hereby is, euthorized to use, if necessary, an
emount not exceeding rive dollars per share of stock sold to pey the
oexpenses incident to the sele of the stock, And t0 use the remainder
of the procéeda from the sale of the stoock, and such portion of sald
rive dollarrs not nceded for said purposes and the proceeds from the
debentures, other than accrued interes:, to pay indebtedness due
Standerd Gas and Electric Compeny and to finance, in part, such cost
of the additions, betterments and extensions referred to Exhibit No. 1,
as 1s reasonably chargeable to Tfixed cepital account. The accrued
interest may be used for general corporate purpdses. |

IT IS EEREERY FURTHER ORDERED that The Callifornia Oregon Power
COméanf shall keep such record orhthe issme end sale of the stock and
debentures herein authorized, and of the disposition of the proceeds,
as will enadle it to file, on or before the 25th day of each month,
a verified report, as required by the Rallroad Commission's General
Order No. 24, which order, insofer as appliceble, is made a part of
this order. | |

IT IS HEREBY FURTHER ORDERED that the authority herein grented
to 1ssue étock shall becoume efrecéivo-npon the date hereof, but that
the authority bereln granted to 1ssue debentures shell becoms ett&c-
tive only when applicant has filed with -the Commissiom, in satisfac-
tory form, a copy of the agreement defining the terms and conditions
under which the debentures will be issued and has received a supple-
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mental order authorizirg its execution and when it has paid the fee
prescribed by Section $7 of the Public Utllities Act, which fee is

$2,500.00.
/o

DATED at San Francisco, Celifornia, this sz day of
Octobexr, 1927. |
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