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In the r:a.tter of tht) applica.t1on 
~ the STM""j) ..... ~ OIL' CO::I>.A.'NY ~or 
permission to 1eeue stoc~ ~ sell 
sao .to 1.ta stockholders Sot pa.r. 

· · .. · 
· · 

Appl1ca.tion No. 954. 

?111&'bur:;', Mo.diSOll and sutro. 
"1:or APJ;l11ee.nt. 

O?IllrIO!\ 

~h1s apz>lieation,s.s its, title indicate3-. is mado bj 

the Sts:nds.rd. Oil Com:paz:y~ of Cs.li~orn1a.. to 1sGue- 45-.185 ~=. 
shares o~ its common capital., stock to be eold. at par to its,· t'"~k-

holdors" the :coney derived from the zsJ.e of s&1d stock to be used 

for the enlargement o~ its ~actur1ng P~$. "for its operation, 

ill drtll1lJg wells "tor oil. "tor pa~~s for l>rope~' purc'llased and 

lands, lea.sed. and tor t::o.e pUl'Chs.se o! crude oil. 

Th$ c1rc=sta.:oees surrounding this c.pp11es.tion are vor:; 

d1 !!ere:.t !rom those. usU8lly ~0tU:I4 compre:J:.1)%lded 1n an a.:p:pliea.t~o%! 

. tor s::. issue of, stoe'k. Nld e.rE) ~la.ined. a.8 ~ollowe.:.-

~e st-oe~ o~ 8.l'Pl1ea.nt was CZ,'C.oted.. a.t tho t1m$ this s.p­

plication was hoard. a.t &'bout 2'77. jet 3.;p,l1c@t a.s~ to sell the 

etoek:i1e:::e1n pra.yed tor to its stoeXa.oldere a.tps=. 

The question s.s to whet~er a.pplicant is sub.1eot to the 

jur1s~1et1on o'!~ie Co:=1se.1on has not been ~1nsl17 de~el"tl1ned .. 

snd Will not be so dete~~d unt1~ & decision ~ boon reaeAod 1n 

"Hhat 1& kl:lo-:::c. a.s the ?ipe Line C8£G. 

There 1e no ques-:1on that So :part o~ &:L'!)~1eant' 8 "bu.s1neoe 

is not pu~11e ut111ty~ua1ness. It cal hereatter be dee1de~ ~h&t 

the pipe lines o~d and' operated b7 a~lieant are public ut111-
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tics, in winoh case, cder -:he d.ecision rondered 'by t1:.1s Como1s­

sion Ul='0%l Al'pliest1on Zo. ~, 71hicA dcoision wss followed b:r 

this C(n:::rl.ssion in its d~eie1on upon 'Awlication 'So. ~, the is­

sue o'! 3too~ and bonds bY' e.pplies.nt Will 'be co:c.sie.&red tznder the 

jurisdietion o~ the Cotml1ssion .. 

In other. 'Words, a.pplieB.I.tt (J71'tJJ3. and opera.tes 8. pipe l~ 

. wh1eh~ -a:ader a recem statute c:rl8Cted by the l,egisls:tue, ':J1J,7 'be 

o one 1dered 0:1 the COl:C:l1ss1on s..e: a. publio utili t:!, and alao conducts 

e. gellf):r:al oil prod:c.e1l'Jg and. selli:lg 'business wh10h is not 8. pu'b11c 

utility. 

Appl1es.nt as'ked for authority to issue a. ;part o! its 

ea.pitsJ. stock to its stoo'kil.ol,!ers at par, x:.otWitAr"...a:cd11Jg that 

suoh stoc~ has ~ ~~t value largel:r in excess ot :par. 

7Jhether or not -=1:,1.0 COI::II:dssion should authoriz~ the etock 

of applic~ to be issued ~ sold 1n tnis ~er requires tho 

oonsideration o~ two questions: ~1rst: tho lega.lit;; of the isne: 

second: t7c.e ~ro:prie't7 or j'ustnese o'! permi~i!lg such issue atJl. sale. 

Z!h1s CO::oission has ;'ol6. that s. cOr:.tr;s:tJ:1 do1%l.g 'both ;pub­

lic utllit:r and non-ptib11e tttilit;r 'bus1nes~ is tmder tAG .1ur1zd1c­

t1o:o. o! this Cocti1$s1on as to tile iSS':Ul:loe o! stooks ana bonds. 

'be issued 'bY' applicant tor the pUl"pOsee set out in Seo-:ion 52 O'! 

"'s.cqrdsit1on o'! I>roperl7, 0:: tor the construction. 
co:r,pletio%l,· e:ctem;ion Or ~l'ove=e:r.r:· o~ its ta.eil-
1t1es .• or for the improvement or :::.s.intens.nee o'! 
its service, or for the discharge or lswtul refand­
ing o~ its obligations. or tor t~o reicburse=e~ 
0: ao:c.eys ~ expended ~ro= inco=e or troe 
e:IJ.Y ott:.er ::loneys 1n the trOSBUr:7 o:! the :public util­
ity not secured by or' o'01;s1ned !rOt:l tM issue of 
stoe~ or stock certificates. or 'bonds. notes or 
other, ev1do~ee of indebtedness of such ~'blie ttZll­
it:", 7lith1:c. tive :;ee:rs next' prior to the !11illg of 
an applica.tion With the ¢o~ssion ~or the re~~red 
autAorize.tion" • .. 

It Will 1:>e noted tMt it is not proVided in te%'I:S t~t 
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theze pu%'p¢ses xrmzt "oG :publio utilitY' purpoS~B. In other worda .. 

apparently s. co~ do1%lg "both u'tU1t7 a.Dd non~ilit:r "ous1lloas 

ecn ~ "alldor the a.bove proVision, use t:lonej" 'lor the a.b¢vo pur:p¢GOS 

not applied to its pu'blio utility- 'business. But there 13, S'trol1g 

inference that these ~oses were intended to be public utilit7 

l)'!ll"Poses; other:r1se, there would be l.ittle reason '!or the sta.'tute 

sotting them out. 

It would seem that there is no restriction Upon the die­

crotioD. of the Cotrt:l1esion 1n :per:ni~i:lg the 1ssus:o.ce o'! stocz: '!or 

e1 ther more- or less thsn par; nor is there a=::rth1~ 111 the law to 

prevent th& Comciss1on fro~ authOr1z~t~ sale o~ stock tor less .. 
than its ~r~t value. 

Uh11e it seel:lS, fttrther.. that as a matter o~ la:w this 

Co=ission cannot pem.it tile isaus:ace 00£ stock 'b;r 8. public utility,. 

the proceeds '!ro= the zale ot ~cil are to be used !or ~oees 

otiler than those above set out. yO't, in tAe decision on .tpplics.­

tioD. No. Zll~. thiS Comtl1ssion held. to the contrary, s:nd pormit~d 

the issus.nce o! stock, notw1tbsta.nd1lJe that the vroceeds :!rOl:1 tAe 

s8.1e of which wero -:0 "00 used. !or pu:rposee othortaJ;.n thoso a.'bOV& 

set out. ~s dec1sio;c. ws.z ,arrived s.t to obViate the d1!'!1cul't7 

that i:t 8. eomp8%lY o~rs.:t1:1g bot!%. t1. ut1li~ a.nd llo:c.-ut1l11:7 'business 

was not permitted to issue stock for purposes other than t~ose set 

out in the Public ~1l1ties Aet, it::ra.st ei"t1lel"' COMe cloi::tg ns1-
ness or ·se;ps.ra.te such businesses" the l~ter 0: which is no~ al-

:'118:1S ,ract1ctJ,1>lo.. 8.S V1S.S :a.eld in that ease. 

I! we ~ol~ow the deCision rendered upon APylie&~ion Zo. 

proceeds ar~ to be usod ~or other purposes t~ those set o~ in 

the ?ublic wti1it1oe Aot, and 1~ the above st8te~e~ o~ law is cor­

rect.. the Commission can ~rm.it tho isauzl,llCe o~ tAo B'tocr. for less 

t~ its' carj~ value. 

T".a.1z 'br1:cgs W3 to the consideration ot thO'. second que&-
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t1on: tilo &tter ot pr~r1et:r or ,j'uetlless ot" tbc iosue M:;ced '!or. 

The COmmit3B1on is ,not Willi:lg to declare at this ti::le. a.a 8. mat­

ter of settled ;policy" t7o.a.t it will pem1t 8. strictly' public utll­

it,- oorpora.tion to issuo s.::I.d.sell its stoe~ to its &toc/.holders' 

s:. less than tbe ::l&:ri:et value. It r!l8.,- be" and has.' 'bee:c.s.rgued' to 

the COmtnse1on,,' -that" in new, o! the ~act t:'l8.t t~e etoelchold.ere 

own all ot the pro~rty. the,-, o.t least are :c.O't 1nj'ln"ed it "they re­

ceive more stoc~ a.t less t~ its value. ~ut the Co~1ss1on 'b~­

l1eves th~t I it t:l't13t loo~ further and d()tel'm1ne "Nhether or not -:he::-o 

is 3. public 1nt~rest 1nvolved 1:0. tAe issuance of th~ etoek 0-: a:, 

publie utili t:r c omp.a.llY' • 

Tile ree.so: :tor this is o"ovio'tW. It::nl.St be admitted 

that a. ::?u'b11e ~il1tyTS abllity :~o raise tlO%le7 whe~ neeQee. tor ex­

teDSiollS. add1tiona.l se~ie&'" 1m:Prove:lents o'! service" etc .. " 13 Go 

tl!r:tter 0'2 importance to the publie: at leezt t:c.a.t :part of the pub­

lio represented by tile patro%lS 0-: public 'Trtilit:tes. And :it =.st 

&leo '"oe adl:11-;ted that eap1taJ. stock is 8. very important assot ~h1eh 

may be sold to raise coney ~or thcee ~~osee. 

Obv1o'tt8l:7. then" to sell stoc~ at lee:: than ita :arJrot 

value is to de~r1ve t:a.e utilitY' eOtlp~ ~:r ~~ l:lUCA ot 8:l oppor­

ttmity to raise money ~or ~ile ptL:rpo'see s."oveI:lent1oneC! and to tll.&t 

extent the :public ,is injured. 

T".a.1s reasol11:c.g woula. fJ."FPly to s. eo~~ do1llg both a. 

ut1l1t:1 8Jld:rlO%l.-uti11t~ .bU.1n&8e 1~' the reSUlt's were the 38%:2&'.' And .. 

$ pro,er eons1der&t1on ot whethe: the. results will be the seme re­

quires tMt each es.s.& muzo: rest, u:pon its own consideration. 

!n the es.ee s.t bar. there i3 no doUbt thc.t tho St&lld.s.rd 

Oil Com'P1lJly is and. will "oe s:t sll ti%:lOS 8:::tffJ.:r s.'ble to f1:c.anee tnat 

portion o! its b~1Dese ~~eh tho CO=c1esion=aj 'eelsre ~11c 

uti11t-:r bus1:lczz., and it. thol"e~or&. 3eems to me tha:t; per.ni~on 

to 1sS':IO tae stoc): herein a.e::cee tor t:J.8.y be permitted on the~o'Cll.d 

that. OO:0.3ie.&~ all ot tho e1rc"C2'J:l8tsnees SttrrOta'ld1ne. th1e Pa:rt1-
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o't:l&r ease" the ~8Xl.t1Dg of such pel'7lliss1on C8J1 in no we:; injure 

the pub11C~ The ersnt1ng ot the pe~esion 8S~d tor must not be 

construed b~ ~one as e3t&b11~h1ng & ~reeede~. 

As has been sta.toc" the Commission '!NJ:y decide that 8. 

portion ot applicant' e b't.S1ness is public ut111t7 cuai:c.ess and 

that tho iSS'tte and diSj(oss.l of etoe::CS and 'bonde by &:ppliean-t ~or 

8:J:q' pur'Iloao ia Within the jurisdiction of tile COl:lmis,sion'. in which 

ease the pemiseion herein granted is justified" 1:or the reason 

above set !orth. 

It, mal" be added as '" :tc:zrther reason tor gr8l'lt1nS this 

8.l'PUee.t1on, -;Aat this h.e.e been tho eust~ method o~ t1ll&:lc1:lg 

emplOj"ed.' b7 a:!?p11eant e.n~ that to illSist upon So departure ~rom 

such tlethod a.t tAi3 t1::e would 'be e. tlIJ.tter of seri0U2 emb&:"r82smo:c.t 

to app11cs.nt. 

It it sll4U. be t'o-cnd ls.ter that tho :pipe line portion o~ 

s.p~lics..nt'3 bus1noss is nO-; a public ut1l1't7 bus1ness, this d.eo­

cision Cml have d.ono no Mm .. 

It must 'be d1stmotly 'tmderatocd. how&ver., that it is 

to this s,!>p11es.tion, t:a.e.t ,ermise1on 1s granted to &:pp11eant to 

issue the stock s.s p'rs:;-eli 'tor' and that no pr1ne1ple is be!l:lg t)s­

ts.'b11shed t4S.t publie utilities ean issue stock and sell ss.m& at 

less th:ln r:la.rket vaJ.ue. And we euegest ~o this sl'p11cant s:d. to 

othGr eorporations t:c.a.t ll.a.ve tollowed this proeed':lrG' o~ d:tzpos1llg 

ot new stock,. ti.l.s.t -:Jle;r do not re17 ti.:l)¢n -:he CoI:lm1ssion f:3 &~roval 
. ~ 

o! this particular i2sue as in tJ:tJS 7i'1se & p:r&eedozt: lfJl,~cl:. ~ll ~e 

followed in other ea.ees. 

In the t1rst ea.ee Aeres....~er preso:c.te4 to t'lw Co=1ss1on 

711:.ere the COt:l:lissio:c. fa. ju.~ed.1et1on ie tme.ou'bted. the ma.1n' question 

herein Will'be determined. 



J..wl1ea:t1o:c. h6.V1xlg been tlade to the :aa.il:ro.a.d. CO:ml.1ss.1on 

o'! the sta.te ot, California. b~ standard Oil COI:lps.ny' for an order 
977334 

authorlzUg the issue o~ -1.5.183 §a~ebaree o~ its COtlmO:l c8.p1-. 
tal stock. and 8. A&s.~ J:.s.V1nS 'boen duly held. sm it al'POa:il:lg 

to the Cor:zc.1ss10n that eaid s.Pl'lics.t1on should. 1)0 granted. 

I~ IS b ~ O?Jj~: ~t Sta.nds.rd Oil Ct:1!:rptm'J" is Ael"e-
. . 977334 

bj a:nthor1zod. to iSS'C.e 45.183 §~ shares o~ its common ¢&p1tal 

atoe~ on the follow'~ tor.os and eond1t1o~ snd not othe:rw1Se:­

(l) Sa.1d stoek eAe.ll be sold. so s.s to n&t bol>PliOQJ.t not 

less than p~ .. 

(2 j Said CO~~ sAall :teop separate. t'rtto am ncct::r'&t? 

. aeeo'Wlts SAOWillg the reee1~t s.Ild 8.J?p11es.t ion i:o. detail o~ the ,1"0-

eeeds ·o'! the sale o! sa.id C01:lmO:c. ca.p1~aJ. stock :b.ereby authorized 

to Qe issuoQ: a.na:. on or'"o&~ore the 25th ds.';J' o! ee.eb. I:l.ontb. t':le eom-

parr; sil.sll ma.i:e a. ver1!1ed. report to the Co::z:::lies1011. 1n s.eeorde.nee 

with the Co:m:d.ssion' s Ge:leral O:rder :;'0. 24. sts:tiLg t:b.& eale or 
disposition of such stoejc d"arirlg t'lle preeed1llg. :::::tonth. tile teX'I:2S 

andeo:c.d1tio%l.S ot suc:il sale or o~iler d.13P0$1t1on·~ t~e %:1oneys ree..l-

1zed th&refl"om and t:a.& use and s.pplicS.t1o:c. of such :lon()~. 

CZ.) T".o.e a'ttthority Aereby given to i3S1le such stoe~ 

ehall tJ.pply onl,j" to etock. iesued 'by ee1<l eot%l>e:c.y on or before the: 

tirzt da:y. of .b,:Cguat. 1914. 

~~ ~oreg01~ Opinion an~ o~aer are herebj approved ~d 

ordered filed a.s tAe Opinion end Order o! t:b.e :.:ts.1lroa.d Comcission . -

ot the state o'! CsJ.1~orn1s.. 

:Da.ted a.t S~ :?7:anc1ceo ~ ca.l1!or:%1a. this 3~ dq o'! 
....•. .-' / .... 

Ja:m:;.s:ry. l.9l4. 

.f" , ..... ". 
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