Decision No.

BIFORZ THE RATLROLD COMLISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of
THi CALIFORNIL ORBGON POWER COMPANY
for an order of the Railroad Commission
guthorizing:

(&) the execution of a refunding mort-
gage covering all of iis presently
owned and hereelver acgquired proper-
ties;

(b) the issue and sale of $4,000,000.
refunding mortgege gold bonds, 6-1/2
%, Series due 1942, sné of $4,000,000
refunding morteage gold bonds, &%,
Series due 1962, for conversiox;

(¢c) the issue and sale of $3,000,000
five and one-half peresnt gold debexn-
tures, Series A;

(4) and other purposes &s stated in
the original and supplemental appli-
cations hereix.

Application No. 17692
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Brobeck, Phleger & Earrisox, by Herman Phleger
and Jemes S. Moore, Jr., for applicant.

BY TEE COMMISSION:

SECOND SUPPLEVENTAT, OPINION

The Commission by its order in Declsion No. 24156 dated
Qctober 26, 1931, authorized The California Oregon Power Company
to issuve and sell after the effective date of seld order and prior
to December 1, 1931, at not less than 98=1/2 percent of their face
velue and accrued interest, $3,500,000.00 of four end one half per
cent one year notes and at ot less than 97 percent of their face
value end accerued interest, $3,000,000.00 of five and one half per
cent debentures, due October 1, l%42. The said order provided tkat

the authority to issue scid notes and debentures would become elfec-
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tive upon the payment by The California Oregon Power Company of the
fee prescribed by Section 57 of the Public Utilities Act, and when
the Commission had authorized the company to execute &p agreexent
under which the notes were to be issued. The company <id not pey
the fee and therefore the order in said decision irnsofar as it re-
letes to the issue of notes end debentures, never became effective.
On lMay 6th the applicent £iled its third supplementel ap-
plication in this proceeding. Irn this third supplemental appli-
cetion applicant asks permission to issue and sell at 87 percent
o7 their face value and accrued interest, $4,000,000.00 of six and
oxne half percent ten year refunding mortgaege gold donds due lay 1,
1942, The bonés are redeemadble in whole or in part 2t any time
upon 45 days published notice upon the peyment of the principel
thereof end interest 1o date of redemption, together witk & premium
of two percent upon itke principel thereof, 1f redeemed on or before
ey 1, 1837, and without premium thereafter. The six and one half
percent bonés ere convertible,at the option of the holder at any time
on. or before May L, 1941, or om or before ten days prior tc the re~
demption date, 1f the same are called for redemption, into an equel
principal amount of refunding mortgage gold donds, six percent series,
due 1962, Upon such conversion the applicant agrees to pay the
holder cash at the rate of $350.00 ver $1,000.00 principel amount of
bonds soO converted. The interest to date of conversiom is subject
t0 adjustment. The six percent bonds are redeemedble at the option
of the compeny &s a whole or in part on sixty days published notice,
upon the yayment of the prirvcipel thereof and interest to date of
recemptlon, together with a prexmium of five percent upon the principal

thereof, if redeemed on or before iMey 1, 1942, whieh premium shell de

ear oY
reduced one fourth of one percent for eaghﬁgraction thereof thereaftex

elapsed to end including Mey 1, 1961, after which date the bonds shall




be redeemsble at the principal amount thereof plus accrued interest.
It also acks permission %o execute a refunding mortgege to
secure the payment of the said donds. In the event of a delay in

the execution of the mortgege, or the issue of the bonds, applicant

asks permission to dete the mortgage and bonds June 1, 1932, ané make

corresyonding changes in the cdates of maturity, veyment of dnterest

anéd other dates.

AS of March 31, 1932 applicant reports its assets and liadili-

ties as follows:-

ASSETS
Plant, property,rights and franchisSesS ceereccacnseeeed34,049,664.07

Tnamortized debt discount and eXpenNSGeccccecancasss
Invesments o E PSSR0 sSesSels R saser bSPTIR
sim{i% r‘mds AL K SR I B B B B BB A B NN KN N R W NE WL N RY B WA N RN N N WY
Insurance mexpired * 5 S % 5SSO EeESss s T EaRS
cash * 08 SseD®EsSSPS eSO e s eenteEses PSPPSR E S
Accounts and notes receiveble- ned.i.vccecccvsacnaces
Recelvabdle Irom SeCUTLItY S8lOS wivscccceccccasnscnce
M&terials and Supplies * 0 G H08sssssser ST Tede PSP EES
Hepaid accomts LR B K B B O L I B BB B B BN NN NN NN BN N NN N N NN N W W N N )
Deferrod accounts in process of anortizatioNeiesceces
TOMCODOOQI...-..I

LIABILITIES

941,577.42
%,535.81
61.78
20,865.42
246,598,42
819,%07.05
45,462.25
499,530.25
6,140.00

234,330.32
536153§1§5§05§

Preferred capital sStock, 7% CUBULETIVOesecsvscessee $ 2,883,000.00

Preferred capital stock, 6% cumulative....cceecavona
Subscriptions to preferred capital StO0CKescecaccnve
Common capit&l Stock CEC LA B I B N B UE S B B WA W N W N B W W NN N I Y

5,844,600.00

58,800.00

5,941,100.00

4,201,600.00
2,468’000.00

3,000,000.00
4,000,000,00
4,904,475.81

First snd refunding mortgege sinking fund gold bonds:
series "B“ 6 due 1942..-.t‘...‘..l.hn..'.'....l
series "C" x due 1955 *®e aasteROASsLr PSP

General and refunding mortgage gold bonds:

Series A" S53% ANe 1946..cccceccccrvcoscnsscnnens

Debenture bonds 5%% due October L1, 1942..cceccccese

Due to affiliated COmMPaNieSecsceccosscccacncnsasanss

ACCOMtS P&y&ble .......C..‘-‘.O.......ﬂ.l.......-.
ACcrued ror 1nterest LK B I B BN B R O I R O B IRV RN NN R
ACCrued for t&xes -....‘...0..,........‘..‘...O..‘O
Accrued for divideRdS .ccuveeccsncnccvccsnccncsssnse
Customer’s deposits c.cecereccncessancescnncasssnesn
Retirenment reSerVes .eceeevcccscscncsccnscnansssose
Other rQSQrves 090 8888 PP OO RCSEN LRSS NSCPE LIV PO

Surplus 0 dsPESEsSEE Rl RRRARS eI VNSRS

Tom...‘...........

131,880.86
208, 939,83
478,310460
138,121.50
51,917.20

1,897,621.73

118, 855.54

538,649,772




In Exhidbit No. 15 the compeny reports that it shounld
realize $8,271,874.00 from securities authorized bdbut unsold, and from .
the securities included in thic third supplemental application. The
amount is segregated as followes:-

PROCEEDS FROM:
Securities authorized(unsold): ,
1554 shares 6% preferred stock @ 8lecaascreeasdld’s,874,00
10000 skeares 6% preferred stock @ 85.ccan ceceas 850,000.00
22650 sheres commonr stock e 40 seeccsaces 906,000.00

Securities for which authorizetion is now requested:
Refunding morigage donds 63% due 1942

$4,000,000, principal amount ¢ 87 ceveses 3,480,000.00
Gold dedentures 53% due 1942:
$3,000,000. principal amouzt @ 97eeesees 2,910,000.00

Toval ProceelSecesesaccasces $8,271,874.00

In the same exhibit its cask requirements are reported

as follows:=

Retirement of general and refunding gold bonds,5%s,2946:

$3,000,000. principal smount @ J04eceennee. $3,120,000.00
Payment of floating dedt incurred for retire~

ment of underlying securitles and for

edditions and hetiermentSecceecccceccecscnsscnass 4,904,475,81
To provide part of fuands for necessary construction

during the ensuing months 0f 1932...ceccevvccccce

247,598.19
Tom..-‘-..............‘... %42 )874.

Since the date of Exhibvit 15, applicant has issued
$1,000,000.00 of six percent preferred stock at $85 per share
ang¢ 22,650 shares of commonr stock at $40. per share, for a totel con-
cideration of $1,756,000.00. This stock was scquired by Stendard
Gas and Electric Company and the smount whick applicent owes to that
company reduced by that smount.

In Exhidbit No. 16 applicant estimates 1ts 1932 construc-
tion expenditures at $1,195,118.00. TFrom this it deducts expenditures
incurred from Jaruary 1, 1932 to Marck 31, 1832 in the amount of

$503,760.00, leaving s balance o de expended during the year, of
$691,358.00.




Applicant hes outstending $3,000,000.00 of five and one half
percent gemeral and refunding morigage donds due February 1, 1946. These

bondg were issued under the authority granted dy Decision No. 15700,

dated November 30, 1925, and sold by the coempany at 93 percent of their

face value and accrued interest. The company proposes to redeem these
bonds now at 104 and acerued imterest. It is alleged that it is im-
poscible for the compeny to secure funds through the Issue of addli-
tional bonds under its general and refunding mortgaege, and that the
bankers who have been negotiating for the purchase of additional donds
of applicant, insist that the general and refunding bonds be redeemed
and the trust indenture securing iie payment of such donds releassed of
recond. Upon the payment of the general and refunding bonds, ap-
Plicant will cause all of the Series "D" first and reruﬁding bonds now
pledged under the seid general and refunding mortigege, to be cancelled;
and will cause the first and refunding mortzage to be closed at

$6,770,300.00, the principal amount of first ané refunding mortgage
bonds Iisswed thereundexr and outstanding in the hands of <he public.

The $3,000,000.00 of general and refunding bonds =re owvned by the
Standard Gas and Electric Company, which controls applicant through
stock ownershipe This company hes expressed a willingness to accept
$3,000,000.00 of applicant's five and one half perceat debentures at
97 percent of their face value and accrued interest and to surrender
the general and refunding bomds ot 104 and accrued interest. To cerry
out this refunding operztion the company will have to provide
$3,120,000.00 to redeem its general ané refunding bonds and will secure
$2,910,000.00 from the issue of the debentures. An additional $210,000.
under zpplicent’s proposal will have to be obtained from other sources.

In the order in Decision No. 24156 dated October 26, 1931,
the Commission provided that nome of the proceods realized from the

sele of the securities therein authorized might be used to pay nprepiums




on the seid general and refunding mortgage bonds, nor might the
unamortized discount and expense appliceble to said bonds, be added
to the discount end expense on notes and debentures euthorized dy
sald order.

Applicant requests that the Commission reconsider the afore-—
said provision of its order in said Decision No. 24156 and permit it
to use proceeds realized from the sale of securities %o pay the premium
on the general and refunding morigage donds, It is urged that in view .
of the fact that Standard Gas aund Electric Compeny is willing to duy
applicant's debentures at a price which is materlelly above the present
merket value of said debentures, spplicant should be permitted to use
proceeds from the sale of the aforeomentioned securities to retire the
general and refunding donds.

We have reviewed the testimony submitted in support of ap-
plicant's request and apprecizte the fact that it is confronted with
a problém of refunding & substential open account indedtedness which
has been incurred in the main for construction purposes. It is e
cause of this situation that we are willing to grant applicant's third
supplemental zpplication, except in +wo particulars. Te will not
authorize the issue oL the ten year six and one half percent donds
under & condition which will obligate epplicant to pay to the holder
of & six end ore half pexcent dbond, 3$50.00 for every $1,000.00 bond
such holder desires to comnvert into a six percent dond. Tae honds
should be conversvible upon a par for par basis. Nelther zre we
willing to permit the company to use proceeds from the sale of secu-

rities to pay the $120,000.00 premium on the general and refunding

bonds. For accounting purposes the uncmortized discount and expense

or the general ehd refunding bonds may be added <o the discount and
expense on the debemtures. We will not, however, regerd such unamor-

tized discount and expense as part of the cost of the money obtained




through the issue of the dedbentures.

Counsel for applicant zznouneed at the hearing that the trust
indenture under which the refuznding mortsage bomnds are to be issued,
has not yet been prepered in its final form. Je requested permission

to file such instrument et & later date.

SECOND SUZPLEMENTAL ORDER

The California QOregon Power Company having applied to the
Railroad Commission for permission to issue bonds and debentures, &as
indicated in the foregoing opinion, & public hearing having been held
before Ixaminer Farnkhauser, the Commission having considered the
record in this proceeding end being of the opinion that the nmoney,
property or laboxr to be procured or puaid for by the issue of the
bonds and debentures nerein euthorized is reasonadbly required by ap~
plicant for the purposes herein siated, and +thet such purposes are
not in whole or in part reasonably chargeadble to operating expense
or to income, and that this taird supplemental application should
be granted subjeet to the provisions of this order, therefore,

IT IS HEREBY ORDERZED es follows:=

1. The Czlifornmia Oregon Power Company, after the effective

date hereof and prior to July 1, 1932, may issue, sell
and deliver et not less then 87 percent of their face
velue and acerued interest, its refunding mortgage

gold bonds, 6-1/2% Series due 1942, in the principel
emount of $£4,000,000.00 and may issue, sell and deliver
t0 the trustee under its refunding morigage, its re~
Tunding mortgzage gold bonds, 6% Series due 1962,ip such
an emount as may be required for the conversion of the
seid 6-1/2% Series of 1942 bomds into said 6% Series

of 1962 bonds on & per for par basis, and issue,sell
end deliver temporary certificates for said bonds to be

exchanged for zaid bonds when issued.

P




2a The . California Ofegon Power Company nay, after the
effective date hereof and prior to July 1, 1932,
i{ssue, sell and deliver at not less than 97 per

cont of their fece velue and accrued interest,
$9,000,000.00 principal emount of its five and
one halfl percent gold dedentures, Seriles "A", and
issue,‘sell and deliver temporary certiriéafes
for said bonds ¥o be exchanged for said deben-
tures, when issued.

3. The Californis Oregon Power Company shall use the pro-
ceeds realized from the sale of the said donds and
debentures, to pay in whole or in part,$3,000,000.
of genercl and refunding mortgage bonds, to pay a
current Iindedtedness incurred to retire underlying
bonds, %0 pay for additions and betterments, and

t0 pay the cost of constructing additions and bet-

terments to 1its plents end properties during 1932,

provided that only such construction expenditures
may be financed through the use of the aforesaid
proceeds as are properly chargeable to fixed capital
accounts under the upiform system of accounts pre-
scribed by this Commission or other govermmental
suthority having Jjurisdiction over applicant's op-
erations; end provided further, that nonme of said
proceeds may dbe used to pay the premium on the said
general and refunding mortgage bonds.

%o For accounting purposes The Californis Oregon Power Comw
peny may add the unsmortized discount and exvense
on the seid $3,000,000.00 of general and refunding

bonds to the discount and expense arising from the




sale of said $3,000,000.00 of debentures, provided
that this Commission will not regerd said unemortized
discount and expense as part of the cost of the money
obtained through the isswe and sale of said $3,000,000
of debentures.

Celifornia Oregon Power Company shall keep such re-—
cord of the issue and sale of the bonds and dedbentures
herein azuthorized and of the disposition of the pro-
ceeds as will enadble it to file on or before the 25th
dey of each month 2 verified report, as required dy
toe Railroad Commission's Generel Order No. 24, which
order insofer as applicadle, is made 2 vert of this
order.

8. The authority herein grented to issue seid bomds and said
dedbentures will become effective when The California
Oregon Power Compeny has paid the fee prescrided dy
Section 57 of the Public Ttilities Act, whickh fee is
Twenty~rive Hundred ($2,500.00) Dollers; end when this
Coxmission has authorized +the coﬁpany to execute a
trust indenture t0 secure the payment of said bonds.

7. Unless otherwlse herein provided, the authority herein grant-

ed will becone effective twenty(20) days after the date

hereol.

)
DATED at Sen Fremeiseo, Celifornia, this L3~ day of Mey, 1932.
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Comrissioners.




