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BEFOXE THE RAIIROAD COISSICN OF T&E

/;?7 7 'O N HO{8]00L)

Iz the matter of the spplication
of the STARDARD CIL COLPANY for
vormission to Lzeue atocxk and sell
seme .o 1ts stocknolders at par.

A% Ay sk

Applicatiorn Xo. 954.

2Allshury, Madison and Sutro,
' Zor Applicent.

TOVELAZD, Cormmissioner.

CR2IXIOT

This a'oplica.‘cion as 1ts title indlcates, is made b:,r
the Stendsrd 0Ll Company, o2 Califormis, to 188ue 45,183 mpioes.
scares of its common capital stock to be cold at par to ité.;stock-
nolders, tke momey dorived from the sale of safd stock to be. zg0d
for-'the enlarzenent o2 its mami’s.ctnring Plaxte, Zor its operation.
in drilling wells Lor oil, ZJor paymeris for prope#‘.:y' pﬁrc&so&‘aﬁd
lande leased, and for the purchase of crude oil.

"'he circms’ca.nces surrow.d.ing t2is appli cavion are vory
i 2ferxext ..-‘.'rom those usually found comprekonded in an application
for an issue of stock, and are explaized as Lollows:-

Lo stocz»: oX applicaxnt wee guoted, at the time tais gp-
plication waS heard at about 277, yet applicent asgks to soil ‘%he
| to Lexrein prayod Zor to 4its stockholdors at pax. ,

The question aa to whetzer aprlicant is subjfect to the
Jurisélction of tkie Commission has not been 2inslly de‘.‘."ominea,-
and will not be so dotormined -o.n".:il a decision hss been roachod in
what i kmown &8 the Pipe Iine Case. ,

Thero iz no q'aestf.on that a part of aprlicant’'s businece
i mot pudlic utility bumeiness. It may heroafter be decided Lhat

he pipe lines owned and oporated by spplicant are public wiili-
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ties, in wnica case, wnder the decision renderqa by tals Commis-~
~ sion wpom ipplication So. 311, which Zecision was followed by
this Cormission in its decision wpon Application .f:o. 428, the is-
sue of ztocks and bonds by spplicant will e cbnsi&eroa wmder the
Jurigdiction o2 the Commission.

In ocher words, applicant ovms and operates a pipe line
- vihick, wader a recent statute enmscted by the Tegislature, may be
conegldersd Dby tﬁé cbmission s& & public wtility, amd also conlucts
& general oil profucing and selling husiness whickh is not & pudlic.
nti;;ity.

Appiicent asked Ifor sutiority to isswe = part of ite
capital stock o its stockholiers at per, motwithstanding “hat
suck stocz has o market value largely im excess of par.

Teother or not tkis Commission shouwld aunthorize the stock
of applicent 4o be Lesmed and £01& iz this marmer reguires tho

consideration of two questions: 24irst: <hs legality of the issue;
second: tze ypropriety or Jmtneés oL permitting such iésuo anl sgle.
This Commiszior hes %old that & compary doing botk pmb-
iic willity axzd mon~pudblic wiility business iz wander the jurisdic-
“lom of this Commission as to the Lssuance of stocks snd boplz.
Strictly spesiing, 12 +thais be true, Lken stocks énd"oonds can only
be lssmed by applicent £or the purposesset oﬁt iz Section 52 o2
“he ublic Ttilitles Act, to-wit:-

Tacguisition of property, or Lor the construetion,
completion, extension or improvemens of its facil-
vies, or Lor the Iimprovement or maintemsnce o

L8 service, or Zor the discharge or lewfrl refund-
ing of Lts obligations, or for tie reimbursement

of moneys actunlly expended Zrom income or From

any otzer moneys iz the troseury 0F the public whil~
V7 0ot secured by or obitaineld from the izsne of
gtocke or stock cexrtificates, or bonds, notees or
otaer. ovidences of indebtedness of suck prdlic ztil-
L8y, wivhin Zive years next prior 4o tae Liling of
an gpplication with the commission Lor the reguired
sutnorization” .

It will be moted tzet 1%t is not provided ir terms tiat
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these purposes must Ho pudlic wtility purposes. In other woxds,
apparently & company doing both wtility and non—"p:tility business
an, wader the é.bove provision, nse noney Lor th& zhove purposes
ot sppliel to 1%e public whility dusizess. Zut thero i3 strong
inforence trat thesce puryoses were intended o be public ntility
purposes' o“horw.’z.se theore would be little ressoxn Tor the statute
soetting “hen out.

+ would geem Ythat thezg 18 2o restriction upon the dis-
crotion of the Commiession in pern;ittine; the issusnce of stock Loxr
either more or 1evss than par; nor\ Is there anythins in the law to
provent the Commission from authorizing the sale of stbck Zor less
taan ive marxet v&lue.

Teile 1t seems, further, that as a metier of law this
Commicsion caxmnot permit tae issuance of stock by a public utility,
vae proceels Trom tize zale of whica are to ve used or pexrposes
other %than those above set out, yot, in the‘decision‘ on .&pplica-
tion uo. 31L,. 'chis COmmisaion ao.a.& ¥0 the conirary, ema pormitted
the Lssuance of stock, motwitnstanding that the 'procee&s Zrom tae
sale of which wore +o ve msed "’or purposes other than '!:hoso above
sot out. This decision wag arrived st to obviate the dif icnlty
that 12 a compaxy oversting dotk & utility and non—ntil'ity 'b'aainees
was not permitted to fgsume stock for purposes other. tﬁan those set
out ir the Public Utilities Let, it oust efther cease doing tust-
ness or soparate such b'asi.neaées, tze latter of vffa.ich is notf al- |
.vra.ys practicable, as was neld Im +that case.

IZ we 20llow the decision renlerel upon Application ITo.
311, we cux pormit the Lssuznce o vris stock, notwithstanding +the
proceeds are Yo be wsed 20T other purposec thanm those zet ouwt in

the Public Utilitfes Lct, snd 1Z the sbove statement of lsw is cor-

roct, the Commizsion caxn pemit +2o issuance o 't;ne stock for 1033

thax its mrrert: val'a.e. |

Thiz brings us To vhe comsideration of the second ques- |
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tion: tho matter of propriety or Iustzess of the 1ssme asked Tor.
. The Cormission is not willing to declare at This time, as & mat-
ter of settled policy, that it will permit s strictly public wte-
ty corporation to fssme and s611 1its stock to its stociholders
&% less than the mariet velue. It msy be, and has been argued to
the Commission, that, in view 0 tke fact that tze atoc‘i:}zoid,erz
owz all of the proverty, they,v'at lezst are not i.nj'a.réd. 12 they ro-
colve more stoci at less than its wvaluwe. 3ut the Commission bo-
lieves thet it must look further and dotermine whetier or mot thevre -
is a public interest involveld in the issumance of the s‘.;ock-o:.‘.’ a
pudlic Vutilit;r company. |

The ressor for this 4g ovvious. It zust be admitted
~ that a public whility's ability Lo raise money waexn needel Zor ex-
tensions, additionsl service, improvements of service, etc., 1z &
matter of importance £o tie public; at leest tzat vert of the pub-
lic v.repre'sen‘.:ed by the patroms of pudlic wtilitfes. An& A% must

also ve admitted that capital stock is a very important asget which

mey be 8014 to raise moﬁey Lor thecze purpoges.

Obviously, them, to gell stock at less than 4its ma.rmt
value is to deprive the wtility compsny by that much of an oppor-
twnity to raise momey Lor tiae purposee zbove mentiomeld and 4o thg.t
extent the public 4s infured. '

Tois ressoping world apply to = company &oing botk &
utility andpon-utility business I the regults were the same. And
8 propér conelderation 02 wkether the.results will be thre same re-
guires taat each case must rest mponm its omn consid‘eré,tion..

In the cage at ber, there 43 no Gowbt thet the Standsrd
011 Compazny Ls and wWill be st sll timos sxply able to Zizamce %ast
portion o 1its business v(l:ich the Commission may declare pudlic
2111ty business, and it. thorefors. seems o me that permiseion
to Zssze the stock heroin asied for may be permitteld on the .,gro'a:nd

that, consigering all of tho circumstances surromniing thie ;ﬁart:i-
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crlar csse, the granting of such permission can in xro way ixjure
the public. The granting of the permission asked Zor must not be
consgtrued by anyone am e3tablicshing a precelent.
4S bas been stated, the Commission may decide that a
portion of appj.ica.zt's brsiness i3 pudblic wtility business and
taat tae is&aé and dispossl of stocks and bonds by applicaxnt Nor
axy purpose 1a within the Jurisdiction of +tre Cormission, in whick
¢csso the permission nerein granted is Justiflield, for the resson
above set Zorth. |
| It nmay bYe adled as = further reason for e;rant;.ns this
application, thaat thic hac beexn the cuatomery method of Linancing
employed by spplicant and 4kat o Lnsist wupon s departure Lrom
such mothdd. at thais fmo would be a matter of serions embarrasenent
to applicent. - |
IZ 1% shall be fouwnd later thaat the pipe lize portion of
applicant’s business 41s not & public utility dueiness, this Lo~
cislon can have done no harm.
v must be distinetly mderstool, however, that 1t is
upon the statement of facts sbove set forth, walch are peculiar
to this appliéation, vagt permisgion is granted to amplicant to
1s3uo the stock as prayeld for and that no principle is being ez~
tablished that public wbilities can {53nme stock snd sell seme ot
less than mrket value. £ng we suzgesf “o thie anplicant a:d'to
other corporetions trat nave 2ollowed this procelure of diéposing
of rew stock, thet they &o not roly upom She COmmiss':ton's approval
02 this particular issue as in any wise a prec&dm vs;'n.:r.ci; will be
followed fn other casos. ' |
| In the Lirst case nerealter pregoxted to the Commission.

wkore the Commizsion’s jurisifetfion Lz walowbted, the main ‘question
berein will be determined.

I recommend the 2ollowing Order:—
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A;pplication having been made to tke 2wilroad Commission
2 the State of Califowmia by Standard 011 c_ompa.ny for an order
anthorizing the issue oXf 45,1835 g—g%% -ghares 0f 1ts common capi-
tsl stock, and a hearing kaving been &uly bol, sud L% appearing
t0 the Commission that seid sprnlication saould be granteld,
| I7 IS EEREBY ORDERSD: That Standard 011 Compaxy %8 here-
by authorizel to 1seune 45, 183 gg% snsres oL its3 common capital
stock on the 20llowing torms and conditions sud not vtherwice:-
(1} Sell stock enall be 2o0ld to as to met applicant mot
lese thex pa.r;
| (2) 3nild company 3aell keep separste, "t:;ge axd accursts
accounte showing the receint and a.i:plica.tion in detsil of the pro-
caeds of the sale o0f said common ‘ca.pita.l stock heredby authorized
to ve issued and on or before the 25th day of each ﬁpnth tae com-
PaXy Shall make o verified report to *the comiesioﬁ. m accordance
with the Commission’'s Gemeral Order Fo. 24, sta.tingfbhe gale or -
disposition of such stock durirg +the preceding montl, +2e ".:vemis,v
and conditions o such sale or otner alsposition, the moneys resl-
ized Therefrom and the use snld application of such ﬁoneya.
( 3) Tae swtkority Lereby given to Lissue such stock
enall apyly ozly to }’etock_ 1331;0& by s2id compary on or beforse the
£irst day of sugust, 1914. |

Tre foregoing Opinion and Order are neredy approved and
ordered filed as the Opixfon and Order of thze Railrosd Commission
of tas State of Cali"omia |

Dated at Saxn "ranc.asco Califomﬂ.a this 3W£_da;r ot
.Ta.rw.ary 1914. T




