DECISION XNo.

é’Z"gﬁ'")N Mo

BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA.

In the Matter of the Apvlication )
of San Joaguin Iight and Power ) Application No. 2838.
Corporatioz for ar order suthorizing )
the issue 2nd sale of debentures. )

We A. Sutherlend and Murrey Bourne foxr Applicant.

QEEEEN; Conmissioner.

OPINIODX.

This is an spplication 02 Sen Joaguin Light
and Power Corporation for suthority to execute 2 trust
agreement providing for a total of $4,500;000.60 of
debentures énd to issue end sell st this time $1,000,000.00

fece value of these debentures.

Tre affeirs of this applicant have beexn hereto-
fore reviewed by thie Commissiozn and 4t is therefore
wanecessary at this time to enter into e detalled recital

0f 4%ts history and ope#atione.

e




In Decision No. 2241 rendered April 6, 1916 upon

Application No. 1666 (Vol. 9, Opinions and Orders of the
Railrosd Commission of California, page 542) this Commission
mede its findings as 10 value, Zinances and rates of the
electric properties of this applicant, and reference is

made thereto. In a decision of April 25, 1914, (Vol. 4,
Opinions and Orders of the Railroed Commission of Cal-
ifornie, page 843) this Commission issued its Lindings

as to the value end rates of the gas properties of thie

applicant at Bekersfield and reference 1s hereby mede thereto.

In Decisiozn Ko. 1525 &ated May 18, 1914 (Vol. 4,
Opiniong and Orders of the Reilroad Commission of California,
page 1036) this Commission in passing upon & reguest of
this apvlicent for aunthority to ilssue bhonds, sald at
page 1043:-
mk ® * K son Josguin Iight and Dower
Corporation will soon prescat to this Com-
mission & plen for refinencing the company
in such a way as to esgtebdlish & more noxmal
relationship between the value of the property
ond the face value of its stock eané bonds, end
also for securing fmnds Zor necessary sadditionsd
copitel expenditures from sources otker than
bonds."
In Decision Yo. 2335, dated May 3, 1915
(Vol. 6, Opinions and Orders of the Raeilroad Commission
02 Californis, vage 733) the Commission suthorized the
corporetion %W increase the interest rate uwpon its
Series "B" boands, and to issue cortein sdditional
Serieg "C" bords wpon the condition smong others that
Ser Joeguin Light and Power Corporation should:-

" within ninety days submit to this Commiszsion

e financial plan by means of which it proposes
t0 secure funds to &efray the cost of necessary
extensions, additions and detterments from
moneys othor than tThyougk the sale of bonds.”
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Although esdmitting ite willingness to submit

g plazn Zor junior financing as above set Lforth, Sen

Joaquin Light and Rowex Corporation has Lfrom time to Tire
requested & deley, Zirst uwpon the ground that the state

of the money market was not favorable to the'flotation of
additional seceurities, and.later npon the ground that 1t
desired to determine the effect of the reduction in electric

rates ordered by the Commission.

Axple time has now been sfforded to determine
the effect of the revised electric rates which the sppli-
cent hes established by order of this Commission. Although

these rateos have been 4in effect Lor a veriod of one year,

the compeny 18 able t0 report the greatest eerninge in ite
history. The rate reductions have served %0 stimmlate |
vusiness to such an extont that the company is enjoying
larger profits under the new than under the old and higher .
schedule. The company reports esrnings from itz entire

Yusiness Tor the calendar years 1915 end 1916 as follows:

1915 1916

T.732,255.36 :1,727,408.56
730.834.20 = 687.%18.33
AT IE ~1 04005025

8 a7 .45« 21 410.25

556.94 ,535.53.
402,628.63 : 461,688.38
81.006.95 12,263.15,

80.50
23772.92
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#86,253.85
493,112.65
8,978.12

160,765.63
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Operating vaenue
Operating nxpenseg
Yet Operating Revenue
Yoz Operating Revenue
Gross Corporate Income
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Non Operating Revenue Deductions
Interest Accrued on Funded Debt
Other Interest Deductions

nent Deductions

Miscellaneous Deductions

Totel Deductions

Corporate Surplus

Balance Corporate Surplus
Profit for Year -
wiacellaneous Additions
Totel Additions for Yeear

16 264 85
490,951 .54
375;5@5.52

727.578.99
570,548.54
1.844.56
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Dividends

Miscellaneous Deductions
Total . Deductions

Balesnce

162,736.75
IEZ,TR5 5
«1,137,2%36.14
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Tke Company submitted tie following Belance

Sheet ag of December 31, 191l6:-

ASSETS.
Fixed Capitel

CaSh LA IR I O O B N N B A B N O B B AN N A N N BN N N N N N R N R R AN
Notes Recoivable ceaccascscsscssssssanvanse
Accounts with System Corporetions
Due from Consumers and Agents

Miccellanoons Accounte Receivable cecececcsss
Securitics of Other Corporations ecececrcscas
¥iscellancous Investments .cceciecesccsccrcccens
M&terials & supplies L R O BN BN B BN B BN N O B A N N N N N N N W)
Sim{ing Fwd.s L L I B B A B I B Y BN N OB A R B N W N NN W N W W W W )
Treasury Securities
hepaid- Taxes LG B AR B B Y B B BE N BE B O NN W B B ORE N NN N N N NN W ]
Prepald Insurance
other Prepayments LA B B BN O B N N IR W NN NN W W W NN N N N NN W)
Unamortized Discount on Stock
Unamortized Discount on Bonds
other Suspense L N B B BN I A B N O N I N N I N N RN I W N W NN
Construction Work in Progress

LA L B B B B R B B I I I B I B B N N N

L I R BN B I B O BN N BN N B BN O W W N W W N N NN

5SS

LR B A N B B B B N W N W ]

.---a-----ln--oo..-o.-o----.--$25;559;963005‘

350,017.65
%13,961.88
346,820.72
273,185.42
153,744.55
309,907 .82
22,024.23
355,848.71
161,242,532
652,835.75
566.09
2,0%8.17
1,410.20"

1,250,000.00

266,251.25
251737 .42
631 °837.29

Total ....-........-.....%31;;013:588.02

LIABILITIES.

Cepital Stock
Panded Debdt

Notos Poyeble ceeesccsccccncossccscccnccncsna
Aundited Voucheors and VWeoges Unpaid
Congumers DOPOSLitS ecencecesscccasncocnscans
Kiscelleneous Accounts Peyeble ceeveevccceces
Interest Accrued
Taxes Accmed L0 B O B I BB N B BN R R R R R R R R R
Dividends Declarod scceecsccccscscssccscens
Service Billed in AATANCE cececcccsccessses
Reserve for Accrued Depreciation
Casnalty & Insurance 269¢XVeS ceevevcscccas
Reserves Invested in Sinking Funds .ceceaes
Other Reserves Lrom Income 0r SUrPIRS ececces
capital Smlus LG A A0 B I 2R I X % 3 BN B B N N A N N N B NN NN W)
Corporate Surplue Tnappropriated ceeecsccsce

LI I G I 0 BB I 0 B N W W R B RN W N RN NN )

aassssses

e sSSP sdededosrsesesDeeN

e esepsasy

.‘oo-.a-ooo.o-..co------c.-.o-$ 17,500,000-00
10,010,000.00

122,408.44
274,197.20
26.210.65
37/430.94
175,764.14
7,478.63
16.406.25
12,085.61
633.98%.92
21,000.70
638,242.32
79 ,68%.10
321,259.98

1,137:236.14

'.30'33.1 ---oob-...oo-.$

21,013,368.02

In complience with the Commission's suggestion

that the Coupany prepare a plan of supplemental financing,

this epplication is presented.

g trust egreement providing for o total issuwe of %4,500,000.00

of six percent ton yosr debentures.

e

It is the purpose to execute

Tt 1is the 4intention to




issne of £1,000,000.00 of these debventures at this time and
& contract has been mede for thelr sale at 925 per cent of
their face value. It is the purpose %o cxpend the proceeds
from the sale 0f these debentures for the necessary ad-
ditions and betterments to ecpplicant's propexrties for the
veriod beginning Janwery 1, 1917.

The applicant kas pregented 2 detailed con-
gtruction program pioviding for o total outley from the
poriod Jemuary 1, 1917 to Merch 31, 1918 of $2,362,941.44.
In this proceeding the applicant asks reimbursement fLor
its capital expenditures nmede in Januery, 1917,

wounting to -................‘.............$ 71’304.98

a.nd. in Febmry. 1917 °£ sSsssesssasssvanebasse 106,438016

Total .--....................3177.‘745'.14

The details of epvlicant's construction progrem are set
forth 4n Exbivite No. 4, Fo. 5, and No. 6 submitted in
connection with the avplication herein, to which ref-

erence 15 lLereby made. A summery of larger items is

tere given:~

Completion of Kern Canyon Plant .....$114,334.39
Conpletion of Power Eouse N0. 2 ..... 171,740.25
Construction of 60 X. V. line from

Copper Line Sub-Station to

S&yres Corner FRCI N NN N N NN Y N N A R A N NN N ) 66,385.64
Construction of Galvanized Iron

3ldg. sand Installing 1 =2600

ZLs Vo Turbine Alternstor Set

&t Bet’teraVi& L B N B BN O B AN O B B BN BN BN AN NN NN N 50’463.91
Improverments Selma Dizt. Systom e... 5,911.36
Constructing 60 XK. V. Substation

at Corcora:n .Q...I.Il......’...-.l 8.797.64

New Subetation at Alyaﬁgh veevesces L7 ,635.00




Completing comstruction of 60 X. V. line
from Eearietts Sub~-Station to
corcoresn'. etc.........bb.-.....l.‘ll. $ 185,928l62

Completing new Sub=-Station west of Fresno. 21.,828.55

Construction of lines 16 miles down .
Merced Pbiver ‘.....-.......--.....'.- 25’081-90

Znlerging duilding and installing boilers
8t Botteravia ccecccacevccccvecsannee 33%,914.96

Extension -to Bowles inclulding 24 miles
of Sj-de lines T EESEEEE N F N NN N BN NN N NN 9'414.29

Inprovemernts at Corcoran Sub-Station ..... 17,240.96
Battery of doillers and new circulatiﬁg :

water cooling system st Bekersficld

Ste&m Elant 'R E R Y XN N NN NN NN N N NN I RN 75’000000

mransmission lines -~ Reymond to Mercod
E‘&lls I'FEEEEEEXEESE RN NN N N W A N BN A N R N A N 72’600000

Rebuilding lize Zrom Merced to Nerced
Falls oiuo-ooooooontnoac-------Cf--o. 12,000-00

60 X. V. lizne - Merced to Los Banog P 55;000.06
| 60 X. V. line ~ Corcoran to Alpaugh cceeee 53,255.00
60 Z. V. line - Alpeugh to Famose ... 77,000.00
Xew Sub-Stations at Merced Falls, -
erceld ant ALPoUgE cocecrensscncacccs 60,521.95.
Trhe balaznce of the expenditures are for the
most vert contemplated extenclons in &istributioﬁ lines.
This program of consiruction indicates tret Saxn Joaguin
Light 2nd Power Corporation kas in prospect o very large
amotat of new business, waleh will further augment its

revenuesS.

In conmection with tkis additionsl constrmction,
the epplicant will depart from its Zormer system of fin~
aacing. TUrder the mortgage securing its bonds, it may
1ssue these securities for 85 ver cent of the cost of
2dditions znd hetterments. The zpplicant steted at

the hearing that heresfter it proposes t0 issue its




mortgage bonds for only 75 percernt of the cost of ad~

- ditions snd betterments snd To fLinance the remalining

25 per cent through the medium of debonmtures or otherwise.

Toie would relesse ecarninge For the rosuwupiion of dividends

on the preforred stock.

The $1,000,000.00 of debentures whickh applicent
proposes to issue st this time will be called "Series AV.
They will be dsted Mey 1, 1917 and will mature May 1, 1927.
The trust egreement providing for the issuce of these deben-
tures permits of additionel series of whick the fates of
issue and meturity are to be later determined. The |
Ziret Lssue of Series A debentures will Dbe redeemable
np to May 1, 1922 at 2 per cent premium, thereafter at
1 pexr cent preximm. In czse the Corxrporation shell here-~
after obtain Lrom the Railroesd Commission the neceésary
euthority, any of the debertures issued uwnder the trust
sgreement will be converted into preferred stock of Sen
Joaquin Light and Power Corporetion upon such terms s the
Commiseion mey prescride. The trust agreement restricts
the émount of £loating indebtedness of the sprlicent, pro-
vides for the protection of the status of the debventures,
containg provision in event of defenl?t snd safeguards the

{gsue sgeinst the interposition of any additional mortgage.

Under the plan of Pinancing as here proposed, the
epplicant will be emabled to raise necessary funds for ite
developmert through bonds and dedentures. A5 the Company is
now able to sell its bonds at spproximately pear snd kes 0b-
taired s merket for these debentures at 95 ver cent of their -
face valuve, it will obtain its funds &t reasonabdly low cost,
and %hrough the eliminetion of previously‘ﬁeavy disconzts on

1ts securities, will be able Yo avoid the complicetions

7.




of & ﬁeavy and burdensome Ffloating indebtedness. At

the same time, it is well Zor this applicant té hold

1n mind thet & debenture lacks tho element of permanexcy
and will therefore in the end vrove less satisfactory
ther some form of khigh-class stock issue. AS far se the
prosent applicestior is concerned; I seo no objection 1o
the issue of these debentures, but I believe the applicant
should have in mind some pler which may eventually vormit
of thoir conversion into stock. It is kardly sufficient
to urge thet the trust agreement i of the so~called

neireular type™, which permits of the refunding of

these debentures by subseguent issues.

It is apparent, however, that the ayplicent
hos made steady progrese and has proceeded in good faith
to map out an suxilisry plan of Zinencing its necessities.
AS pert of this pler it is now the intention of the
epplicant to rosume dividends st the rate of 6 ver:cent
upon its preferred stock. Althougk the eeranings permit
of such dividends, I wounld caution the spplicant ageinst
e dlgbursement of suck en amount as would impair its
financial stebility. I leave this, of cowrse, to the
digeretion of the company's directors, dut would urge
that aﬁy action now taken shouwld have 4in mind, not &
temporery edventage, tut the good of this corporation

in the many years to come.

mhig Commissiorn cen only view with satisfection
exnd ploaéure the evidences of financiel strength on the
vert of & pudblic wtility under its Jurisdiction, part-
fculerly vhen such finemclsl gtrength comee from 2 rate




rovicion by which the consumers are permitted to share
with the stockbolders the bemefits of public regulation.

‘I recommend thet the application be grauted and
submit the following form of oxder:-

Sexn Joaguin Light and Power Corporation having

applied to this Commission for suthorlty %o executo a
trust agreement to secure an issue of debentures and to
198me 31,000,000.00 face value of suck debentures, snd &
nearing having been held, and it appearing +hat the money
and property to be procured and paid for by suck issue
are reasonsbly required for the purposes specified in

the order horein apd 1t eppesring furthor that the
vurposes for which the appiicant proposes to issue

said debentures are not in whole or in vart reagonadly

chargeoadle to operating expenses or ilncome,

IT IS ERREBY ORDERED thet San Joaquin Iight
and ?owerompmth;zbe grented eutkority, and it is heredy
grented authority to execute n trust asgroement to Security
Trust and Sevings Bank of Los Angeles, substantially in the
form of & copy of said trust sgreement filed in connection
with the epplicetion herein and merked "Exhibit 17, to which

reference is hereby made, axd

~IT IS EERERY TURTZER ORDERED thet Saxn Josguin Light -
and Powexr Corporation be granted authority and 1t iz heredy
granted suthority to issue $1.,000,000.00 face velue of its
6 percont 10 yeer debentures unier sald trust agreement 10

Security Trust and Savings Baxnk of Los Abgeles.’




“he zmthority herein granted Yo Lssume said
deobentures is granted upon the Lfollowing conditions zand

not otherwise:~

l. - Debentures herein suthorized to
be issued ckall bo-30ld 80 as to net the applicant
not less than 95 percent of the face velue thereo?

plus scexrued interest thereor.

2. ~ The proceeds from the sale of sald
debentures shall be used either to reimburse the 2ppli-~
cent for expenditures aslreoady made from its income for
additions and betterments to its plant and system since
Janvery 1, 1917 or to pay in whole or in paxrt Zor the
cost of seid sdditions srd betterments to epplicant's
plant ard system eitﬁer nade or to be nmade, 8ll in
sccordance Witk the details submitted by the applicent
1n Exhidits No. 4, No. 5, and No. 6 £iled in comnection
witk the spylication herein, to whickh reference is
Lereby made; said exhidbits covering spplicant’'s progrem
of construction from Janwary 1, 1917, to Merek 31, 1918.

e = Sen Joagquin Light and Power Corp-
oration shall keep separate, true and asccurate accomnis
showing the receipt and epplicetion in dotail of the
procecds of the sgle of the deberntures herein author-
1zed %0 be issued: and on or before the twenty~Lfifth
dey of each month the compeny shall make verified

roports to the Reilrosd Commission stating the sale

10,
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or seles 0f said debentures during the preccding
mozth, the terms and conditionz of the sale, the
moneys roelized therefrom, end the mse znd applicat-
don of suck moneys, all in accordance with this
Commission's Cenoral Order 24, wkich oxder, Iin o

far as spplicadle, is mede = part of this order.

be = The aupho;ization hoerein givexn
to applicant %o execute the trust egreement to
Security Trust and Savings Benk is given on the
condition that no modificetion, amendment or ed-
'dition shall be made to sald trust agroement unless
tne game srkall have been approved by this Commission.

5. = The suthority herein granted

to San Josquin Light and Power Corporatibn to igsue

deberntures i conditioned upon the payment by San

Josauin Light and Power Corporation of the fee
pregseridbed by the Public Ttilitles 4dct.

6. =~ The suthority herein granted

to San Jogguin Light end Power Corporation to issue




debentures shall apply oxly to such debentures zs

skall have been issucd on or before Jume 30, 1918.

The foregoing opinion and ordér 8re hore=
by epproved and ordored filed os the opinion and
order 02 the Rellroad Commissior of the State of

Californis.

Dated at San Preancisce, Celifornis, this’gq;ﬁczgk
dey of (Pnl l ©1917.

Commissi_neru.

. Augitaat BTy,




