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%n the matter of the application oL :
acific Light and Power COrpora.uion , PPN o .
“’orbar. order outhorizizg the "issme ) APPlicavion No. 7Z
oZ bonde.

S. M. Hsskine for spplicant.

EDGERTON, Commissiomer.’

Tris ic ez application by Pacific Light ‘and :E',om're:"

'Cozpor_a'tion for an o-6.‘e- o horizing tbe issne of $1, 730 OOO
face value of Zorty-yeax five per cent go:z.a. bondsa

The pu::pom Zor whick the procee&a- from the sale
of these bonds sare to be used axe s't:atod in the appuca.tian

a5 follows:

"’"o reimbu‘:ae ite treasury for moneys ex-
pended 4o refund 497 wnderlying Bonds of Pacific
Ioigh., end 2ower. Cor,pora.tion 0L the Zface value
of ,,»497 OO0.00. A ‘

o sell 3.253 of said bonds to reixmburse
i%s treasury for moneys ac*nally experded Lrom fn- -
come on& Lfrom other moneys in the treasury not se-
cured by or obtained from the issue 0F glock ¢or
atock cervificates, or bonds, witkin three years
last past, saild moneys havirg been expended by pet-
itioner Zor the acguisition of property, and Zor
the construction, completion, extension and improve-
nent of its "ac‘litios, aul for the improvement of
its cervicoa.

It a.upcaze from the cvidence introduced a:z: the heoring
that 497 underlying bona.. on comgvituent properties of tre Patific
Light snd Power Corporation wez'-e.'pu::chae‘ed by applicant at & price
20t o excaed par, end placed in & simking Zuml. The tgs‘m:iony, f
18 +thot *homonéy used for +pis purchese vfe.e taken from tﬁé"tj:eavﬁry
4 appzicant ané wo sre now asked %o au tkorize "'ho 1asue of & like

pumber of applicant s 'oonda which zTe to be 201& 'tq re:'.mbn:zo the
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troasury OFf applicent for this expenditure. The roguest it for
samthority to sell these bonde at not less than 83 por cemt of
their face value. | , |
The obvious effect of carrying out *hi... pl&&: would be
to z-o:f.’und underlying vonds with an issue of s like nnm‘ber o now
bonda the discoumnt to be taken care ol in some wWay not dizel oaod.
The ma.in- pu.rposo oL o si...lcing ,.und. s t0 gxa.dua.lly ro-
duce Indebtedness created by the issnance 0% bond., and in oxrder
to carry out such i:uzpoae Yhe sinkmg .mnd °h-ou1d un&er ordinery
circumstancos be zaintained Lrom thc na.rnings of & corpora.tion
or at ...os.st from sources other than those which crea‘:~ nav' obliga~ -
“tioms. Mgnife....ly, to permit the isstance oZ new bonds With
waick to acquirc unéderlying bonds to be plé,cod in & 'sinkiizg fundv
in effect, con't:f.n'u.e“‘ the irzdebteduess of the coxpany and aofaa:t...
the real yurpose of the sirking fund. 02 course, it the :‘.’inancial
condition of the company is uuch that 1 S ea:nings end margin of
properiy over indedtedrness warraris 'tne continmce of it... o‘bliga-v
tions undiminishod this process might 20t be ob:jac*iom‘b o, vat |
unless this condition L& discloced the real purpose o:‘.’ crogting
the sinkfng‘ fund 3ho'a1<i e ad.hei'ed to and it ‘shcml_d be meintained

out of earnings, thus &iminishing the obligations of Yho corpora~

tion.

In the present case, the showing made by o.pplica.ﬁt is
ot sufZicient to v-ai-ran" the conclusion thet itc 2insneisl con-
di"ion is such as %o warra.nt & departure from the real purpose oL
the sinking fund by way of re“unding the same. |

The 3ec’:ond‘pn:pose stated, for which the proceeds of 1233
.bonds are to be ﬁse’»a 48 for *the reim'bur*‘ement of the troa.a-ury :ror
Sortein *‘pccified capits.l ezpcnditures nade vri‘t:hin a period o ~three
years last past. _ N

| ﬂhe ?u‘olic Ttilities Let providce 1n ao&ioﬁ 52 C'b} '!:ha.'t' ‘
vthe public m‘;i.:.ity nay issue stocks, bonds, notes and. otherx evi—
dences oFf 1nde‘btedness for the purpose, among o*hers, of “hc ::e-‘
Imbursement Joxr moncy... a.c*us.lly ezpended Lrom mcome or fron any
Ther mozeys in the urcasu_'*y oL tho mz’ol:tc n‘tni“cy ot ecuroc: oxr
2.




obtained from the issme of stoek or stock certificates or bonds,
notez or other eﬁdencee of indobtedness of cuch public utility.

It is clo‘ai from the above, that 1t was the purpése oL
the logiglature to peormit the roimburzement 02 the treasury for
.moncy spent on ca:oital accounnt oniy whore such money'waz-,not Qb~
tained by +he ﬁswce 0% stock or evidences of 1ndebs ednoss. In
other wo:.-da, the purpose was +o ;orevqnt -doudle capita:x.iza:‘aion.

Thoroforo"; 1t shomld be ma&e' clear up;oi: an ’sppiibb,tion
0f this Xind that the money exponded from the treasury for whick
réimbursemezit ie asked, was not o'ote.ineci through the issuance of
gtock or cvidences o:é' indodtedness. In *his case, no such show-
ing i1s made, and it 1e imposzidle to deternine from the séepérta
of this Coz'poration on fiie w:Lth.*his Commizsion from what sources
tho nmoney rcprosantoa. by thc detoiled oxpenditure was o‘btainod- in
f&Cv, from the :-epor"s on f*le with this c°m3°ion it does not
a.ppea.r that there was & surplmsz m the t::ea.sury of appIicant at
the times of the indicated expenditures sufficient to cover £uch
expenditures, snd the conclusion wQuld be Lrom this sitnation tha't
the money nmust bave‘-been obtained from Sources o ‘her thax ommgs.
In rac‘t,v it was steted at the hcaring by represonta. ives of a.IS-
plicant that a ’loa;-t:ing debt wase ma.intained a.nd from time 't:o tine
bonda were aold to »ay off this ﬂoating debt. Iz thia i= the | -
resl situa.tion that is to say, 12 applicant ‘bo*-rowcd money, g:iving
vcvidoncos o ingedbtedness there"or a.na. with this money made tho
ce.pite.l exoendi‘turos detailed in tke applica.ion it °honld now
ask 1o refund these obliga:cions ra:chor Than to ro...mb'ar 4 1te
troasury. mzis involves something more than 2 ma'tter of fo:m
\"bocmzsc iz tbe recmest iz Zox '-e:tund:!.ng, apnlicant mst zpecify
the obligat'ons to deo re:t’undad incl‘ading the intcrest ;pa.ia tre
’pe:son to whon due, etc., 2and the Commiszioz 1n 4ts ordor would
provide that those fdentical obligations mast be vaid With the |
procecds of the ssle of bozds asked + “0 be guthorized. Undexr the

present form of application, i-:g:a:nted, the Commission simply

suthorizes tho puitiag of the proceeds of the sals of the bonds
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10t0 the treasury of applicent with mo directfon as to what ehould

be done Qith 2uch money, leaving anplicant at.liderty tq ase 1%
as it seces L£it, and 4% might be fhax epplicant would pgrmit‘its ob=-
1igati§na to remein outstanding. using thic money for"aoméaother
purposes, when we would have the sitmation that the bonds would be
igsued against money‘:or which therewould'beialreaay;outatindiﬁg,
‘ther evidonoesvof irdebtedress. Iz oﬁhor ﬁo:dé, wg'wopld.hévé ,
aouble capitalization. o -
Vnder the circumstances I rocomnend that this applica-
*ion be denied with porni sion to anplioanz to. amend .his amplica-
tion ox file & supplemental application or 4o make an ad&itional
showing as to the mcney in ite treasnry Irom.which the exponditures
indica«ed wore male, and also a showing ss %o its financial con-
¢ition, jJustifying the capitalization of its sinking £und.by the
i1ssuence of new bonds %o take thc Place of underlying donds re-
tired Int o the °inking fund.

I submit herewit “he following form of ordex:

Application having been made‘to‘the Railrocd Gommissién
£ the Stete of California by Pacific Light ond Power Corporation
for an order authorizing the issuwe of $1,730,000 Zace vaiue of
g%s foztyFyear five por cent goid bonds, énd-g.publiczhedriné
having been had thoreon, and it appearing to the Coﬁﬁission that
a sufficient showing has not beer made by-appxicamz'fd-w;:rant.the
grenting of said application | “ o

IT IS EEREBY OQDEEED that thi” applicaxion be ond the
sanme is heredby denled with permission, however to applicart o
amend its epplication or file a supplcmchtal spplication, or to
intro&uce under this application additional ovidence of the

chargcter indicatcd,in'thefforegoing'opinion.




The Loregoing opinion and ordor are. 2oredy: vproved. and
ordered "’iled as the opinion and order of 4the Ra"lroa.d Commi°sion
oL the State o California.

Dn,fod’ a.'t.:‘ Sen Frencisco, Californis, this 15';“[' day of

Cctober, 1913.

/Mé/&mmﬁw/

Commizsioners. T




