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. Deeistion No. :oV

BEFORZ TEE RAILROAD COMMISSION OF THE STATE OF CALIFOZNIA

In the Matter of the Applicetion of RS

TiE CALITORNIL OREGON POVER COMPANY (Y / )

for en order of the Railroed Commis~ 2 b y
sion of the State of Californla auth- , ZZ,

orizing:

{a)} the execution of a refunding
mortsage covering all of 1ts presently
owned and hereafter acquired properties;
(b} the icsue end sale of $4,000,000.
refunding mortgage gold honds, 5% series
due 1961, or pledge hereof %o secure
one=year promissory notes;

(¢) the issue and sale of §3,000,000.
five and one-half percent gold deden-
Tures;

(d) the issue and sale of 500,000 par
value six percent preferred stock,
Series of 1927;

(e) the sale of y500,000. par velue six
percent preferred stock, Series of 1827,
at a price differing from that provided
in Decicion No. 23954;

(£) the issue and sale of 36,240 shares
of common stock without par value.

Application No.l7692
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Brodeck, Phleger and Harrison, by
Hemman H. Phleger and Jas. £. Moore, Jr., for applicent.

3Y THE COMVISS ION:

0 »PINTION

In thic proceeding the Reilroad Commission is asked
to enter its order autkorizing The California Cregon Power Conme
pany %o perform the following acis:

e Execute a trust indenture for the purpose of secur-
ing the payment of refunding mortgege bonds and e trust agreement

for the purdose of securing the payment of one year notese.
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2. Issue and sell £3,%00,000.00 of one year four and one
hall percent noteé and to secure the payment of such notes by the issue
and deposif of $4,000,000.00 of its refurding morigege gold bonds, five
percent, series due 19561l.

3e Iscue and sell §$3,000,000.00 of five and one half percent
gold debentures due Qctober 1, 1l942.

4e Issue and sell $1,000,000.00 of six percent preferred
stock, Sexries of 1927,

Se Issue 59,41l chares of common stock without par velue in
exchenge for 59,411 shares of cormoxn stock with a par value of $lO0.0Q
per share.now outstanding.

6. Issue and sell 36,240 shures of common stock without par
vaelue.

As of July 31, 1931 applicent in its Exhibit "A"™ reports its

assets and liedilities as follows:

AnSEIS:

LIABILITIES:

Slent, property, rights and {ronchiseS..cceece....$31,913,783,.76

Unamortized debdt discount and eXpense...eesceses
Invesments l.lﬂ-..“....‘..........l...........
Sinkin@ mnﬂs ll..l...‘.......I.........--.l....
Insurance UneXpired ceieccveeccsresencccaanccnnns

C&Sh R EA S R AR X E N R RN R R N N Y T T

Accounts and notes receivable=Net sececccsnccces
Materlals and SUDDliOS evececevesccccscononnones
Prep&id &CCO'Llnt'S SO PED IS S NS ES LRGP IR SRRSO IEEEES

frelerred capital stock, 7% cumilativee.eecoeo.
Preferred capital stock, 6% cumuletive..eeeseces
Common Capital STOCK eeeanccccccssonscsnnnsscee
Firgtng refunding mortgage sinking fund gold
onds:

Series "B"™ 6% DUC 1042..caceccccaccaccccns

Series "CT 5-1/24 Due 1955ecscecccccccnce
General and refunding mortgage gold donds:

Series "A"™ 524, DUE 1946cceacesacacnasens
Debenture bonds 54% Due October 1,194 ccaceen.
Due to effilisted CompaniCSeiecccesccccccananns
Accounts payable I.I.......0.-.....‘..‘.....0.
Accrued 0T INTereSt ceeecsccectcvecccconcnasoa
ACCTUEC] IO BAXES vececcmnnsscscsccscnanancssses
AccTued for dividends tveceecececscescccacacecons
Customer's CeDOSLitS sevececnccsvonconccncocenns
Retirement I'QSGI‘VGS LA A A AL A BN N B K N N I N N NI W R G
o‘ther reserves ‘.............mlo..C‘......“..t
Deferred accounts in process of amorsizatione..

Surplus dasansesas ......‘.C....................-
T OT*& L-‘..............

986, 758403
3, 535.81
37,725.28
7,170.67
353, 936434
701,261.00
535,040 o 37
7.370,09

T O TA L...-............- g‘;‘&;.:’zb:ng.zs

$
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,883, 000,00
,500, 000,00
,941,100.00

,302,300400
, 468, 000.00

,000,000400
,000,000.00
, 837,777 .64
258, 439 .51
357,136.13
500,303 .35

44,317.50

60,872.48
,740, 591,02
217,606.03
110,119.98

325,017.62

_“i@éh

546,561 .26




The company reports in its Exhibit No. 1 that it has need
or $8,673,500.00 for the following purposes:

To retire $3,000,0C0.00 of general ond refunding mort-

8&86 bonda &t 104 .-........-..-......-.-..----.3&:3 190 000000
To pay fiogcting dedt inc&rred for retiremenst of under-

lying securitios/ Zor additiong and beltterments 2,837,777.64
To pay for comstruction froz August 1,1931 1o Decem-

bel‘ 31, 1931. [ E N FN N NE NERIE Y RN XN W W N W WA N W W N Y 2,399,381.00
To provide funds for necessary construction durizg

‘:‘he early part o:‘ 1932 bSO eSN LD IR essheae 31.6#_34.‘1.36

T O T A L emababbosbbren &&_SVS‘LDGO.OT

The coxpeny proposes to obtain the 38,673,500.00 through
the issue and sale of the aforementioned stocks, notes and debeniturese.

Applicant has outstandizg $3,000,000.0C of five and one helf
percent gernexal and refunding morigege bonds due February 1, 1946.
These bords were issued under the authority granted by Decision Noe.
15700 dated November 30, 1925, and sold by the compezny at 93 percent
of their face value and accrued interest. The compeny proposes to re-
deem these bonds now at 104 and acerued Intereste It 1s alleged that
iv 1s impossible for the compeny to secure funds through the issue of
edditionsl bonds under i1ts general and refunding mortgagé, and that the
banxers wno have been negotleting for the purchase of additionmel bonds,
nclst that the general and refunding bonds be redeemed and the deed of
tIeet securing the peyment ol such bonds released of record. Coinci-
dent withthe releasing of this deed of trust there will be cancelled
$2,187,3500.00 of the compeny's Seriez "D™ Tive and one half percent,

due Fedruary 1, 1948, of first and refunding mortgege sinkizg furd

bords which are deposited with the trustee under the compény's general

ené refvnding mortscge.

The finzncial program of the company contemplates that the
trustee under 1ts new trust lmdenture will forthwitl certify $4,000,000.
of refunding mortgege zo0ld five percent bonds, due 1961, and thet suck
bonds will be deposited as collateral securlty for the payment of
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$3,500,000.00 of four and one halfl percent one yesr notes. The notes
will be sold for 98-1/2 percent of their face value and accrued interest.
Tt is believed thet during the year the $4,000,000.00 of bonds can be
c0ld at a better price than can be obtalned at present, and that 1f sold,
the proceeds will be used 10 poy the one year notes. Applicent does
not et this time ask permissionm to sell the boxndse.

The trust indenture securing the payment of the $4,000,000.00
of refunding mortgage gold bdonds provides that the company may, from
time %o time, issue en additionel $3,000,000.C0 of bonds without in-
curring any additional capital expenditures, proviced the company's net
gernings for the twelve months ending not more than ninety(90) days prior
v the date of suck issue, amount %o at least twice the annuel Interest

rarges on the bonds, includéing interest charges on the bonds proposed
to be issued.

It is of record that the $3,000,000.0Q of gener=l and refunding
bonds are owred by the Standard Cas and Zlectric Company. This com-
pany has oxpressed = willingness to accept $3,000,000.00 of applicent's
Tive and one helfl percent debentures at 97 percent of their face value

n¢ accerued interest, and to surrender the general and refunding bords
at 104 and sccerued interest. To carry out this refunding operation
the company will heve to provide $3,120,000.00 to redeem its general
ané refundizng bords and will secure §2,910,000.00 from the issue of its
debentures. LAn additioral $210,000.00 will have %o be obtained from
ovher sources.

By Recisior No. 23954, dated August 17, 1931, in dpplica-

tion MNo. 17554, the Commission authorized The California QOregon Power

Company to issue and sell 10,000 shares($l,000,000.00 par value) of

1ts six percent, Series of 1927, preferred stock at not less than $99.

per chere and €xpend 10T mOTe then 75.00 per share to pay expenses

necidernt to the cale of the stock. The company asks the Commission

20 modify its order so as to permit it to sell at £94.00 net per




share, 5,000 sheres of such stocke In additlon 1t asks that the

Coxmiscion authorize the sale of an additional 5,000 shares of the
six percent series of 1927 preferred stock at s price of not lecs

than 394,00 net per share. It is of record that the actual cost

of sellirg the six percernt preferred stock is approximately $5.00.
The 10,000 shares of preferred stock would be sold to the Standard
Gas and Electric Companye.

The company's stockholders have authorized en amendment
of 1ts Articles of Incorporatiox, under the terms of whick i%s auth-
orized common stock will be chenged from 150,000 sheres of the par
value of $100.00 each, to 150,000 shares of no par velue. It now
has an authorized stock issue of 300,000 shares divided ot this tinme
into 150,000 shares of preferred stock and 150,000 sheres of commox
stock, all of the shares having a par value of $100.00. A4s of July 31,
1831, 83,830 sharcs of the compeny's preferred stock and 59,41k
sharec of the company's common stock were outstanding, or a total of
143,241 shares. By Decision No. 23954 dated August 17, 1931, the
Comni ssion zuthorized the compeny o issuve 10,000 shares of addi-
tional preferred stock at & net price of $94.00 per share. In this
proceeding the company asks o issue, as stated, 5,000 shares more
of the preferred stock at the same price. If all this stock were
issued the company would have outstanding 98,830 shares of preferred
stock, or $9,883,000.00 par valuee

Applicant zow asks permission to issue 59,411 shares of

cormon stock without par wvalue, in exchange for The cutstanding

59,41 shares of dommon stock having a per value of $100. eack, In
additien, it would issuve 38,240 shares of cormmon stock having no par
ralue, at $25.00 ver share, or for a total considerstion of $906,000.
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If the application is granied and the stocks issued, the
company would have outstanding 98,830 shares of prefexred stock having
& psr value of $9,883,000.00 and 95,651 shares of common stock, rep-
resenting an investment of $6,847,100.0C. e latter figure is nade
vp of the par value of the common stock now outstandirg, plus the con~
sideration which the company would recelve for 36,240 shares of its
no par commor stock.

A1l of +the stock which epplicant has outstanding has been
1ssued under authority granted by the Reilroad Comnission. AV
the time the stock wes issued each share, both common and preferred,
ned a par value of 310C.00, =nd each share, both commoxn and preferred,
entvitles %he holder thereof %o one vote. This situation will pre-
vell tnder the proposed amendmert to applicent's irticles of Incor-
poration. In other words, no distinctior is now zade, or, soO far as
+he Articles of Incorporation are concerned, will be made, beiween

ve classes of stock as to voiing power. From a practicel standpoint

“he parity of voting :1ghts is destroyed by applicarnt's proposal to

{ssue common stock at $25.00 per chare.

Of epplicamt's outstanding stock, $2,220,000.00 of preferred
and $4,440,000.00 of common, was initlally issued at par under the
authority granted by Decision No. 8723 dated March 10,1921. 4An ad~-
ditional 51,1C0.00 par value of comwon stock was izsuved to quallfy
directors. Since then the compary has issued at per §1,500,000.00
of commor stock and 6,163,000.00 of preferred at prices ranging Irom
$90.00 %o $101.00 per share. At this time the conmtrol of the com-
pany rests with the holders df the preferred stocke It does 30 De-
cause of the larger number of shares of preferred stock {ssued and
sold. The holders of the preferred stock have invested rore in the
properties of the company than the holders of the cormmon stock. It

-~
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is proper, therefore, that the former should control the companye

Applicent zmow requests thet 1t be permitted to issue 36,240

ares of cormon stock at $25.00 per chere. By this Issue the rela-

tive position of the holders of oreferred stock, so far as the control
of the company is concerned, would be seriously affected. IV Is
urged thet the commoz stock is nov worth more than 325.00 per share
wecause of the umceritainty of e return thereon, for guite a long per-
tod 0f time to come. The principal factor in the uncertainty is the
lack of precipitation during the current years This year, because
of the low precipitation, the compeny's opereting expenses, due To
the purchase of electricity and the gemeration of electricity by steam
plants, have materlally increased. Perhaps the common stock is not
worth more then 525.00 per share. But the record in this proceeding
does not establish any suck value. Even if it did, we gquestion the
sropriety of authorizing the issue of the stock on that basis unless
the present relative voting status between the holders of the common
end the preferred stock is mainteined. Authority to Ilssue the common
stock will be denied without prejuvdice.

The company has filed as its Exhiblt No. 5 a copy of its pro-
posed trus$ indenture which it intends to execute o the Americen

Trust Compeny as Trustee for thc purpose of securing the payment on

1t3 refundirg bonds. It has alco filed as its Exhbibit No. 4 & copy

of the trust agreement unier vhich it proposes to issue its one year

four and one haelf percent notes secured by the deposit of $4,000,000.
its refunding mortgoge bonds. Wo have not completed our examinetion

of these instruments. Ioreover, counsel for gpplicant stated that

they might wish to meke some changes thereize IL the indenture and

agreement are found %o be in satisfactory lform we will enter a sup-

nlementel order suthorizing their execution.
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we do mnh* believe that eny proceeds realized from the issue
and sale of the sccurities authorized in the following order should de

used to0 pay any premiuwm on the general and refunding bvonds, nor will

we regard the unemoriized discount and expense applicable to such

vonds as discount and expense on the notes or debentures awthorized

to be issued by said order.

The Celifornie Oregon Power Company having applied to the
Rellroad Commission for permission to issuve donds, notes, debeniures
end stocks, as Iindicated In the foregoing opinioxn, a pudlic zeering
Yeving been held before Examiner Fankheuser and the Commissjon having -
considered the record in this proceeding, and beling of the opinlon
that the money, proyerty or labor to be procured or paid for by the
izsue of the bonds, notes, debentures and preferred stock lherein outh-
orized is ressonably required dy spplicant for the purposes herein
stated, *hat such purposes aore noi, in vhole or in part, recasoraedly
chargeadle %0 opersting expenses or to income, and that this appli-
cation insofar as it involves the issue of common stock without par
value, should be denied withouts prejudice for the reasons sev forth
in the foregoing opinion, therefore,
IT IS ZEREBY QRDERZID es follows:
le The Galiforals Oreson Power Company may issue, alter the
Commi ssion has suthorized it to execude a trust indenture
. 40 secure *the payment of 1ts refunding mortgage bonds,
$4,000,000.00 face value of said refunding morigage bonds,
five percent ceries dug 1961, and deposit the seme as
collateral security for the payment of $3,500,000.00 of

one yeer notes, tke issue of which is herein authorized.
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The California Oregon Power Company may lssue end sell,
after the effective date hereol and on or before
December 31, 1931, at not less then 98-1/2 percent of
sneir fece value end accrued interest, $3,500,000.00

of four and one hall percent one year notves.

California Oregon DPower Company mey issve and sell,

Trer the effective date hereof and ox or belore
December 31, 1831, =t xmot less than 97 percent of
their face velue and occerued interest, $3,000,000.00
of five and cne halfl percent gold debentures, due
October L, 194=2.

e Californis Oregon Power Company, nay lcsue and sell,
after the effective date hereof and on oxr before
June 30, 1932 at not less than $94.00 net pexr share,
5,000 sheres of its six percent preferred stock,
series of 1927, and may issue and sell, at not less
than $94.00 per share, 5,000 shares of preferred

stock authorized to be issued by Declsior Noe 23934,
dated Alugust 17, 1531,

California Oregpn Power Company shall use the pro-
coeds realized through the sale of the aforemen-~
tioned notes, dedentures and stock o »ay $3,000,000.
of general and refunding morigege bonds, %o pay
Tloating indedtedness incurred to retire underlying
securities and to pay for edditions and betterments
and <o pay the cost of constructing additions and
betterments tc 1ts plants and properties from Aug-
ust L, 1931 to December 31, 1931, provided that only
such expenditures mey be paid through the use of the




aforeszid proceeds as are properly chargeable to fixed
capitel accounts under the uniform system of accounts
prescrived by this Commission or other governmental
suthority heving jurisdiction over applicent's opere-

tions; ond provided further, that none of sald pro-

ceeds may be used %o pay the premium on the selid

general and refunding mortgege bonds, nor mly the
vnammrtized debt discount and expense applicable to
caild bonds be added to the discount and expense on
the afvreseid notes and debenturese.

T? IS ZIREZY FURTHER ORDERED, thet the request of
fornis Oregon Power Company for permission to lssue 59,4;2 shares of
common stock without par velue in exchange for 59,41 sharcs of common
stock with a par velue of $100.00 each, and now outstanding, and 1ts
request for permission %o issue and sell, £t‘$25.50 per snére,’ss;é4o
shares of common stock without par value, be, and the same is heredy,
denied without prejudice.

IT IS HIREBY FURTHER ORDERED, that The Calliformia Oregon
Power Company shall keep such record of the issue, sale and dellivery
of the bozds, rotes, dedentures and preferred stock herein avthorized
and of 'the disposition of the procceds, as will eneble 1t to file,
on or before ihe 25th day of each montk 2 verified .report, as required
by the Railroad Commizsion's Genersl Order No. 24, which oxder, insoler
as epplicadle, 1s mede a part of this order.

T IS HEREBY FURTHIR ORDERED, that the authoxritiy herein
granted to issue notes and debentures will become effective vhen The
Celiformia Oregon Power Company has peld the fLee prescribed by Sec-
cion 57 of the Dublic Utilities &ot, waich fee is Two Thousend Two
Eundred and Fifty($2,250200) Dollsrs, and whez this Commission has
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authomized 1t to execute a itrust agreement under which said notes may

he issued.
IT IS EEREBY FURTHER ORDERED, thet excep¥ as otherwise hereln

orovided, the autkority herelin granted will become effective Twenty

(20) days after the date hereof.
DATED ot Sen Fremcisco, California, this Z& 7% dsy of
October, 1931l.

Commi ssioners.




