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Decision No. % A8

BEFORE THE RATILRO.D COIMISSION OF TEE STATE OF CALIFORNIA

Tn the Matter of tke Applicetion of )
TEE CALIFORNIA OREGON POWER COMPANY )
for an order of the Railroad Commission )
of the State of California authorizing: )
(a) The execution of a Refunding ilori~ )
gage covering all of its presently )
owned and hereafter acquired properties; |
(b) The icsue and sale of £4,000,000. )
Refunding Mortezage GOl Bonds, 5% Series )
duc 1961, or pledge thereof to secure )
one-year promissory nmotes; (¢) The issue )
and sele of £3,000,000. Five ané One- )
rolf percent GOLd Debentures; (&) The issue)
and sele of £500,000 per value Six percent )
Dreferred Stock, Series of 1927; (e) The )
sale of $500,000 par value Six perceat )
oreferred Stock, Series of 1927, at & price)
aiftering from +thet provided in Decision )
23954; () The issue and sale of 22,630 )
shares of Commor Stock without per velue. )

Application No. 17692

Brobeck, Phleger ané Herrison, by Herxman
Phleger and James S. Moore, Jr.,for
applicant.

BY THE COMVILISSION:

FIRST SUPPLEMENTAL OPINION

By Decision No. 24156, dated October 26, 1931, the

Commission denfed without prejudice the above numbered applicatlion
insofer as 1t involved the issue of 59,411 sheres o common sT0¢k

of no par value iz exchanrge for 39,411 share§ of coxmorn svock of the
per value of $IQ0.00 ner shere now ouwtstanding; =ud the issue'and sole
of 36,240 shores of no par value commor stock at $25.00 per share.

By the same decision, the Commission authorized The California Oregon
Power COmpany.to issue and szell, after the effective date of such
decision and on o before June 30, 1932, at not less then {94.00 ne?t
per share, 5,000 shares of 1ts six percent preferred stock, Serles of

1927, end also euthorized the company +o sell, &t 20V less than $94.




per share, 5,000 sheres of {¥s six percent preferrod stock, Seriles
of 1927, authorized %o be isswed by Decision No. 23954, dated
August 17, 193l.

On January 6, 1932, applicant filed with the Comxuission & sup~

»lemental application in which Lt asks permission to issue and sell

22,650 sheres of its common stock without per value at 20t less than

540.00 per share net to applicant, and %o issue 59,411 shores of com-
nor stock without var value upon the surrender of 59,411 shares of
epplicantT™s yar wvalue common stock zow outstanding.

On ?ebruary 9, 1932, cpplicant Tiled =2 supplementel application
in whi;h it asks the Commlszsion tO modify Its order in Decizion No.
24156, dated October 26, 1931, so as t0 permit the sale of vhe 10,000
shares of applicent'™s six percent preferred stock, Series 6: 1927,
cuthorized iz said order, et & price of 2ot less than 580.00 per share
net to epplicant. Az indicated, the issue of £500,000.00 of the pre~
Terred stock, 0 which reference has becrn made, was suthorized by the
Commission by 1its Decizion No. 23954, dated August 17, 1931, in Ap-
plicaetion No. 17554. The Coxmiscior by its first supplemental order
in Aoplication No. 17554, deted February 23, 1932, modified the oxdex
therein sb as %0 Permit The Californie Oregom Power Company to sell
2,781 shares of its six percemt prelerred stock, Series of 1927, at
no% less than $86.00 per share and use of the proceelds, if necessary,
not exceeding %5.00 per share of stock 30lé t0 pay commissions and
axpenses incidont 0 the sale of said shares of stock,

It appears from the xrecoxrd in the proceeding now defore the
Commiscion thet the aforeszid $1,000,000.00 of preferred stock will be
acquired by the Stezdard Gas axd Electric Company. It does not seem
necessary at thic time to authorize the expenditure ol $5.00 per share
to pay commissions and expenses incident to the sale of such stock.

The order herein will permit the sale of +the said £1,000,000.00 of




preferred stock ot not less then $85.00 per shere and the use of the
proceeds for the purposes indicated in Decision No. 24156, dateld Octo-
ber 26, 193l.

It is urged tohat the common stock of applicant 1s not worth
more than $40.00 per share. In support of this contention, eattention

is called to Exhidit No. 9, wkich shows earnings on common stOCK per
share as follows:

YELR ZARNING PER SHARE
1922 I NN REREREEERE XY NS NN ";"o .971
3-923 LI I I N I . 2.419
1924 LR NN I N 4’.940
1925 LR N N W N N N 4-451
1926  cevee- ceneme ceee 1,269
1927 LR R N R N 8-320
1928 PN RN NN RN R NN NN 9.291
1929 & h b PSSP SsS 70149
1930 N N I O O B A B R NN N W 4.532
1931(1 mo.estimated) 1088 .eo.a. 6,617
Average for 10 years.ccees.... 35.460

Ia determining the earnings per share on its commonr stock,
applicant zets up tentetive adjusted depreciatior charges whick ere
$276,459.82 1n excess o0f %the zmount actuelly set up during the ten
ﬁear period. Reports filed since do mot show that any adjustuents
such as indicated in Exhibit No. 9 have been made In the accounts of
epplicant. As & matter of fact, infomrmation at hand shows that the
company during 1931 set up a depreciation charge of $300,000.00 in-
stead of $420,000.00, as set forth in Exhinvit No. 9. leking ibis
adjustment,-the net loss per share on common stock for 1931 would be
$4.59, instead of $6.617, as shown in Exhivit No. 9. The loss which
the company suffered during 1931 was due t0 exiraoxdirary operating ex~
penses on account of the lack of precipitation during the season of
1920~193%, rather tham %0 & decrease in the operating reveanues of the

COEDALT.

In Exhibit Xo. 8 apolicent esvimates the amomnt availadle fox

depreCiation, amortization and common stock dividend for the calendar

year ending December 31, 1932, at £915,400.00. The recomd shows that

S




iz arriving at this dalance, 1t was estimated thet the company’s gross
revemue from local business during 1932 will be about $160,000;00 in
excess of that for the year 1931. M. E. J. Rosenecuer testifled that
1t wes doubtful whether this estimate would be realized. Ee Ifurther
testitied that adbout $115,000.00 would have %o be deducted from the

£915,400.00 on account of emoztizetion of debt discount and expense and

approximetely $4%0,000.00 oxn account of depreclation calculated on a |
six percent sinking fund basis. There is néthing in the record to show
that the company is committed to charging $430,000.00 on account of
depreciation, to opersting expenses or TO other accomnts. Assuxing,
however, thet the compeny's figures ere correct, it would realize during
1932 ¢ return of $4.50 per share on 1ts common stock, if its operating
revenues increassed os estimated, or & return of £2.50 per share if the
estimeted inerease in operating revezues is nov realized. Theée figures
will be subject to further change oz eccount of the company's actual
policy relative to 1ts depreciation charges.

The oxder herein will authorize applicent O issue and sell the
22,650 shares of common stock at & net price of $40.00 per share. It
shou3d be understood,however, that by authorizing the issue of the stock
at this price we are not committing the Commiszion %o authorize the sale
of subsequent issues of applicant’s commor stock at such a price. The

sale of the stock at $40.00 per share is authorized bHecause of the Te-

cord ia this proceceding.

FIRST SUPPLZMENTAL ORDIR

Tae California QOregon 2ower Company having asked permissfon to
issue common stock, 22 indicared im the foregoirng supplemental opinion,
& public hearing heving beex held before Examiner Famkhauser, the Com-
mission having comsidered the evidence submitted and being of the Hpin-
ion thet the morey, propexrty or labor to bde procured or pail for through

the issue of <the stock herein authorizel is reaszonably requirxeld by

b




apoplicant for the purposes specified in this oxder, amd that the ex~-
penditures for such purposes cre not in whole or in part reasonably
chargeable to operating expenses or to income, therelore,

IT IS EEREBY ORDEZRED, %hat The Califormie Oregor Power Company
ve, and 1t heredy is, authorized to issue on or belfore June 30, 1932,
59,411 shares of comaonr stock without par velwe, upon surrender of
59,411 shores 02 its par velue commod stock now outsianding.

IT IS EERERY FURTEER ORDZRED, that The Celiforrise Qregon Power
Company be, and it hereby is, authorized to issue erd sell om or before
June 30, 1932 2t & net price of not less than $40.00 per shere, 22,630
sheres of itc commor stock without par value azd use the proceeds o
pay indebtedness due Standard Gas and Electric Company.

IT I5 HERERY FURTHER ORDERED, that provision four(4) of the
order in Decision Xo. 24156, dated October 26, 1931, readiﬁg—

r5.  The Celifornia Oregon Power Company, may iscue and

. sell, after the effective date hereof and on oOr
before June 30, 1932 &t not less than $94.00 net
per chare, 5,000 shares of 1%s six percent pre-
ferred stock, Series of 1927, and moy issue and
sell, at mo%t less than $94.00 per zshare, 5,000

shares of preferxed stock authorized to de issued
by Decision No. 23954, dated August 17,1921,"

be, and the iz hereby, cmended 50 as 0 rogle-

%o ne Californie Oregon Power CQmpangg.may izsue and

sell, after the effective date hereof and on or
vefore Juae 30, 1932 at not less vthan £85.00 net
per share, 5,000 shares orX its six percerxt pre-
Terred stock, Series of 1927, axné may iscue and
sell, at not less then $85.00 per share, 5,000
sheres of preferred stock suthorized to be issued
by Decision No. 23954, dated August 17, 1931.

IT IS EEREZY FURTEER ORDERED, that The California Oregon Power
Company shall keep such Tecond of the issue of the ztock herein authe

orized and of the use of the proceeds, 2s will cnadle it %o file a




Teport or reporis, on or before the 25tk day o? each month, umder the

Coxmission’s Gemeral Oxder Xo. 24, which order insofar as applicadle,

is nade & éart of this order.
DATED at San Francisco, California, +this .7&3@2 day of Mareh,

. ‘;;Z::zizrba_.¢£$5¢45222%%f’
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Commissioners.




