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:BEFORE TEE RAILRO.AJ) COMMISSION OF TEE S~~E OF C.ALIFOlmIA. 

In the Matter of the Application ) 
of San J oaCluin Light s.nd Power ) AppliCs. tion No. 2838. 
Corporation for an order' authorizing ) 
the issue and sale of debentures. ) 

w. A. SUtherland and MIlner :Bourne for A:pplicant. 

* * * 

TEEtEN~ Commissioner. 

o PIN ION • ....... ~ .... -- .... 

This is, an application of San Joequin Light 

and Power Corporation for authorit1 to exeoute 8 trust 
.~ 

agreement p~ovid1ng for n total of $4.500~OOO.OO of 

debentures and to issue and aell at this time $l~OOO;OOO.OO 

face value of these debentures. 

The affaire of this applicant have been hereto~ 

fore reviewed by this Comciaeion and it is therefore 
unnecessary at th1a time to enter into a detailed ~ecital 

", 

of its h1stor.y and operations. 

1. 

.-
"'.I 

) 
" ... 
: ·1 -. . .., .,. -... 

~ 
N 
<.~ ." 
~' 

l 

137 



In Decision No. 3241 rendered April G, 1916 upon 

A~plicat10n No. 1666 (Vol. 9, Opinions and Ordero of the 

Eailroad Commission of California, page 542) this Commission 

mede its findings as to value, ~inances and rates of tbe 

electric propertios of this applicant, and referenco is 

:ade thereto. In s deCision of A~ri1 25, 1914, (Vol. 4, 

Opinions and Order~ of the Rs11road Commission of Cal-
ifornia, page 843) this Commission issuod its findings 
as to the value and rates of the gas properties of this 

app11,:e.nt s. t Bakersfield and reforence is hereb,- made thereto. 

In Deoision No. 1525 dated MAy lS, 1914 (Vol. 4, 

Opinions end Orders of the Railroad Commission of California; 
page 1036) this Commission in passing upon a request of 

this applican.t for authorit,- to isS'llo bonds~ said at 

page 1043:-

"* * * * S~n Joaquin Light and Power 
Co~oration will soon present to this Com-
mission a plan for refinancing the comps,nr 
in such a way as to establish s. more normAl 
relationship between the va.lue of the property 
and the face value of its stock end bonds~ end 
also for securing funds ~or necessary additional 
capital expenditures from sources other than 
bonds." 

In DeCision No. 2ZZS. dated Us~ 3, 1915 
(Vol. 6, Opinions and Orders of the P~ilroad CommiSSion 

o! California, !)s.ge 733) the Commiesion authorized the 

corporetion ~ increase the interest rate upon its 
Series ~B~ bonds~ and to issue certain additionnl 
Series "C~ bonds upon the condition ~ong others that 

San Jos.~uin Light and ?ower Corpor~tion should:-
w with~ n~ety days subm1t to this Comm1ssion 
a financial plan b1 means of which it proposes 
to secure funds to defray the coat of necessary 
extenSions, additions and betterments from 
mone1S 0 ther than !tlir'Olgh the sale of bonds." 
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Although admitting its willingness to submit 

a ~13n for junior financing as above eet forth. San 
Joaquin Light and ::?o\ote:- Corporation hss from time to t1J:le 

requested a delay. first upon the ground that the et~te 
of the money market was not favorable to the flot4t1on of 

additional securities 9 and later u~on the ground that it 
desired to deter.mine the effect of the reduction in electric 

rates ordered b~ the Commission. 

Ample t~e has now been afforded to determine 

the effect of the revised electric ratos which the appli-
cant has established by ordor of this Commission. Although 

these rates have been 'in effect for a Deriod of one ~eer. 

:the compallY' is able to report the greatest earnings in its 

history. The rate reductions have served to stimulate 

business to such an extont that the eom~eny is enjoying 

larger profits under the new tnan under the old and higher. 

schedule. The compan~ reports earnings from ita entire 
business tor tbe calendar 1ears 1915 and 19l6 as follows: 

operating Re~~ue 
Opera.ting Expenses 
Net Operat~ Revenue 
NOll Operating Revenue 
Gross Corporate Income 

1915 

: 1.7$Z.255.$~ 
730%834.20 

: 1.002,;421.J:b 
.. .. 
• .. 8.,'737.43 
: 1.6J:1.158.5; .. .. 

Non Operating Revenue Deductions: 556.94 
Interest Accrued on Funded Debt 402.628.63 .-.. 
Other Interest Deductions .. 8l.006.95 .. 
Rent Deduc.tions 80.50 ,. .. 
Miscellaneous Deduetions .. SZ~7'72.92 .. 
Tota.l', Deduetions . ~til(j45.~4 .. 
Corporate Surplus .- 49$,112.65 .. .. .. 
Balance Co:r:pora.te SUr,plus .. 386~25Z .. eS .. 
ho!it for Yea.r .. 493;ll2.65, .. 
:':iecellaneo't1s Add1 t1ons, .. 8 19'78.l2 .. 
Total Additions for Year .. 502;090.77 .. .. . 
Dividends .. --.. 
M1ecells.neous Deductions .. 160,,755.53 .. 
~otslDeduetions .. l~OI'1~·~S .. 
Balance .. 727 9 !)78.99 .. 

3. 

1916 

:1. 727 .40S:.5~, 
: '68.'7,'318.33' 
:1.040.090.iS, 
: 21;410.23, 
:i.Obl;500.4S' .. /" ,. ," ."' .. .. · ,_ ,.535'.52-.. ,. 461.888.38 .. ,. l2.263.15 .. " ' .. -· .. lb. 264.'sg.·· .. · 4~Oa95!.;4' .' .. 570.548.54 .-.. .. .. 727~578.99 .. .. 570 9 548.54-.. .. 1~844.S6 .. .. 572,;-$;2.90 .. .. .. .. --.. . 162 1 735.75 .. .. 1~~1"3r;. '15 .. 
:1;~Zi7~23Q..14 
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The Company sub~itted the following Balanoe 
Sheet as o~ Dooember 31, 1916:-

ASSETS. 
, ~ Fixed Capital ••••••••••••••••••••••••••••• 'Ii"25~559,963.05 

Cash ••••••••••••••••••••••••••••••••••••••• 350.017.65 
Notes Reoeivable •••••••••••••••••••••••••• 313,961.88 
Aocounts with System Corporet1ons •••••••••• 346,820.72 
Due from Consumers and Agents •••••••••••••• 273,185.42 
Uiecellaneous Accounts Reoeivable ••••••••••• l53~744.55 
Secur1t1ee o~ Other Corporations ••••••••••• 309,907.82 
Miscellaneous Investoents ••• ~............... 32~024.23 
l[ateriale 8.: Su:p:pliee •••••••••••••••••••••••• 355~S43.71 
Sinking Fund.s •••••••••••••••••••••••••••••• 16l~242.32 
Treasur~ Seourities •••••••••••••••••••••••• 652,835.75 
?repo.id Taxes • • • • • • • .. • • .. • •• • .. •• • • ... • ... .. • • • • 566·.09 
Prepaid Insuranoe •••••••••••••••••••••••••• 2~OZS.1~ 
Other Prepayments •••••••••••••••••••••••••• 1,410.~O~ 
U%l8l:lortiz:ed Discount on Stoek ................ 1~250~000.00 
Unamortized Discount on Bonds ................. 366,251.25 
Other SUspense . .................................251~737.42 
Construction Work in Progress •••••••••••••• 631,837.29 

Total ••••••••••••••••••• $.31t013~388.02 

LIABILITIES. 

Capital Stock • ' .............................. $ 
Funded Debt ••••••••••••••••••••••••••••••• 
Notes Payable ••••••••••••••••••••••••••••• 
Audited Vouchers ana Wsges Unpaid ••••••••• 
Consumers DepOSits •••••••••••••••••••••••• 
~1scelleneoue Aecounts Payeble ••••••••••••• 
Interest Aeerued •••••••••••••••••••••••••• 
Taxes Accrued ••••••••••••••••••••••••••••• 
:Dividends Declared ••••••••••••••• 0'; •••••••• 

Service Billed in Advsnce ••••••••••••••••• 
Reserve for Accrued Depreciation •••••••••• 
Casuslt~ & Insursnce Reserves ••••••••••••• 
Reserves Invested in Sinking Funds •••••••• 
Other Reserves from Income or Surplus •••••• 
Capital Surplus ••••••••••••••••••••••••••• 
Co=porate Su.~lu$ Unappropriated ••••••••••• 

17;500;000.00 
10;OlO;000.00 

122,408.44 
274,197.20 
26~210.oS 
37'~·430. 94 

175,764.14 
7,478.63-

16,406.25 
12,085.61 
633~983.92 
21~000.70 

638,;242.32 
79~68Z.10 

321,259.98 
1,137;23&.14 

~otal •••••••••••••• $ 31;01Z,38~.02 

In compliance with the Commission's suggestion 

that the Comp~ prepare a plan of supplementa.l f1ns.nc1ng; 

th1~ app1ioation is presented. It is the purpose to execute 

a trust agreement providing for a total issue of $4,500,000.00 

of six percent ton year deben~res. It is the 1ntention to· 
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issue o~ $l.OOO~OOO.OO of these debentures at this time and 
a contract has been made for their sale at 95 ~er cent of 
their fsee value. It is the purpose to expend the proceeds 

trom the sale of these debentures for the necessary ad-

ditions and 'betterments to s,:p:p11cc.nt's pro:perties for the 

:period beginning January 1, 1917. 

T.he applicant has ~resented a detsiled con-

st~ct1on ~rogram ~roviding for ~ total outlay from the 

period January 1, 1917 to March Zl, 1918 of $2~Z62,941.44. 

In this proceeding the ap~licsnt asks reimbursement for 
its capital expenditures made in January. 1917, 
amounting to ••••••••••••••••••••••••••••••• $ 71,304.98 

~d in February, 1917 of •••••••••••••••••••• l06,438.16 

Total ••••••••••••••••••••••• $l77 • 74Z·.14 

The details of applicant' a construction program are set 

forth in Exh1bits No.4, No.5, and No.6 submitted in 

connection with the application herein. to which ref-

erence is hereby made. A summary of larger it~s is 

here g1ven:-

Completion of Xern Canyon ~ls.nt ••••• $ll4,334-.39 

Complotion of ~ower House No. 2 .... ., 17l,740.25 

Construction of 60 X. V. line from 
Copper Mine Sub-Stst1on to 
Ss.;rres Corner ••••••••••••••••••••• 66.ZeZ.64 

Construction of Galvanized Iron 
Bldg. and Installing 1 -2000 x. v. ~rb1ne Alternator Set 
at Betteravia ••••••••••••••••••• 

Improvements 5el=a ~13t. System •••• 
Constructing 60 X. V. Substation 

s. t Corcoren ••••••••••••••• ' •••••• 

New ~bstat1on at Al~augh ••••••••• 

5. 

50,,463.91 

5~911.36 

8,797.64 

17.635.00 



Com~leting construction o~ 60 X. V. line 
from Henrietta Sub-Station to 
Corcoren·. etc ................................. ~ 185,928.62 

Completing new Sub-Station west 0'£ Fresno. 2l~82S.55 

Construction of 1inos 16 miles down 
Merced ~iver •••••••••••••••••••••••• 

Enlarging building and installing boilers 
at Betteravia ••••••••••••••••••••••• 

Extension·to Bowles including 2t milos 
o! side lines ••••••••••••••••••••••• 

Improvements at Corcoran SUb-Station ••••• 
Battery of bOilers and new circulat1ig 

water cooling system at Bakersfield 
Steam Plant ••••••••••••••••••••••••• 

:ransmission lines - Re~ond to Merced 
~'\alls ••••••••••••••••••••••••••••••• 

Rebuilding line trom Merced to ~erced 
Falls ••••••••••.••••.•••••.•.••••••• 

60 X. V. line - Merced to Los E~os •••••• 

60 X. V. line - Corcoran to Alpaugh •••••• 

60 X. V. line - Alpaugh to F~oca •••••••• 

~ew SUb-stations at Merced Falls~ -
Merced an~ llpaugh •••••••••••••••••• 

25,081.90 

33,914.96 

9,414.29 

17~240.96 

75,000.00 

72,600.00 

12,000.00 

55~000.OO 

53,255.00 
77~OOO.OO 

60~521.95. 

The balance of the exPenditures are ~or the 

most part contemplated extensions 1n distribution lines. 

This ~rogram of construction indicates that San Joaquin 

Light and Power Corporation has in prospect a very largo 

amount of new business. which will further augment its 

revenues-

In connection with this additional const~ct1on~ 

the applicant will depart from its former system of fin-

~c1ng. Under the mortgage sccuring its bonds, it may 

issue these securities for 85 :per cent of the cost of 

additions and betterments. The a~plicant stated at 

the hearing that hereafter it proposes to issue ita 
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mortgage bonds for only 75 percent o~ the cost of s.d-

. di tiona !Ul.Q. bettorments s.nd. to finance tho :-em.a.ining 

25 per cent through the medium of debentures or otherwise. 

~Ai9 would releese earnings for the rosumption ot dividends 

on the preforred stock. 

The ~l,OOO~OOO.OO of debentures ~hich applicant 

proposes to issue at this t~e will be called ~Serie$ AW. 

They 'Will be ds.ted Y.a.y 1,. 1917 end will mature lflay 1,.. 1927. 
The trust agreement providing for the issuo of these deben-

tures permits of additional series of wh1¢~ the dates of 

issue eJld maturity are to be later determined. The 

first issue of Series A debentures will be redeemable 

up to May 1. 1922 at 2 per cent pre~ittm. thereafter at 

1 per cent ~remium. In CC$C the Co~oration shell here-

after obtain from the ?Ai1roed Commission the necessary 

authority. any of the debentures issued under the trust 

agreement will be converted into preferred stock of San 

Joaquin Light and ~o~er Corporation upon suchteros ~a the 

Commission may prescribe. The t~st agreement restricts 

the ex:ount of noat1ng indebtedness of the t.:Pl'lice.nt. pro-

vides for the protection of the status of the deben~os~ 

cont~ins provision in event of defeult and sa.feguards the 

issue against the interposition of any additional mortgage. 

Under the plan of financing as here proposed. the 

applicant will be enabled to raise necessary funds for its 

developme~t through bonds and debentures. .~ the Companl is 

now able to sell its bonds at spproximstely ~er and has ob-

tained a market for these debentures at 95 ~er cent of their 

face value. it will obtain its funds et reasonably low eost. 

and through the elimination of previously heavy discounts on 

its securities, will be able to a.void the complications 
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of a heavy an~ ~urdensome floating indebtedness. At 

the s~e tioe, it is well for this applicant to hold 

in mind that a debenture lacks tho element of permsnenc1 

and will therefore in the end prove less satisfactory 

t~ some fo~ of high-claes stock issue. As far as the 

present a:J?P11c~tior. il3 conce:rned~ I see no objection to 

the issue of these debe~ture$. but I believe the applicant 

should have in m1nd some plan which my eventually permit 

of their conversion into stock. It is l:ardl~ suffioient 

to urge tbat the trust agreement is of tbe so-called 

"cirO'llle.r type", which permits of the ref'wld1llg of 

these debentures by subsequent issues. 

It is apparent. however, that the applicant 

has made steady progress end ~s proceeded 1n good faith 

to map out an auxiliary plan of financing its necessities. 

As part of this plan it is now the intention of the 
. ' 

ap~l1cant to rosttme diVidends st the rate of 6 per~oent 

upon its preferred stock. Althoue~ the earnings permit 

ot such dividends. I would caution the a~pl1cant against 

e disbursement of e:uch e.n amount as would impair its 
~inancial stsbili~y. I leave this, of course, to the 

discretion of the company's directors~ but would urge 

that a:tJ.'1 a.ction now ta.ken should have in mind, %lot a 

temporer'1 a.dvant~ge, but the good of this corporation 

in the many rears to come. 

This Commission can only view with'eat1sfnetion 

end pleasure the evidences of financial strength on the 

part of a :public utilit1 under its juriad1ct1on~ part-
iC'tllarly wben such finenc1s1 strength comes f:r:,om e. r(J.te 

S). 



rev1sion by which the oonsumers are ~ermitted to share 
with the stockholders the benefits of ~ublic regulation • 

. I rec~mmend that the application b~ granted and 

submit the following form of order:-

OR'DER. -..--_ ......... 

s~ Jonquin ~ight and Po~er Corporation having 

applied to this Commission 'for authority to execute a 

trust agreement to' secure an issue of debentures and to 

issue $l~OOO,OOO.OO face value of such debentures, and a 
hearing hav,1ng been held, ~nd it al'pearing that the money 
and property to be procured and ~eid for by such issue 

are reasonably required for the ~u~oses specified in 

the order herein a.nd it appea.ring further that the 

purposes for which the a~plieant proposes to issue 
said debentures are not in whole or in pert reasonably 

chsrge~ble to op~rating expenses or income, 

I~ IS E£EEB'Y OPllEBED the t Ssn 'os.quin Light 

and :2OV1erCOlpa:a.t~.'on 'be granted au thori ty , and it is hereby 

granted authority to exeeute ~ trust'agroement to Secur1ty 
Trust and Savings Bank of :toe Angeles, substantielly in the 

form of a copy of said trust agreement filed in connection 

with the spplieation herein and marked ~ibit ln, to which 

reference 16 hereby made~ and 

I~ IS BE..~:ay F'OE~ O?DERED that San Joaquin :Light· 

and Power Corporation be granted authority and it 10 hereby 

granted authority to issue~$l~OOO~OOO.OO face value of its 

6 percent 10 year debentures under said trust agreement to· 

Security 1ruzt and S~vings :s8Jlk of X,os Ahgeles. ' 



~he a~thor1ty herein granted to 1szue said 

d~ben~res is granted upon the fol10~ing conditione end 

not othe:rwise:-

1. - Debentures herein authorized to 

be 1sS'tled ehall be-sold. 80 as to net the s.ppl1ce.:a.t 

not less than 95 l'e:r;cent of the face velue thereof 

plus accrued interest thereon. 

2. - The proceeds from the sale of said 

deben~res shall be used either to re~burse the ~~p1i

cant for e~end1tures already made from its income for 
additions and betterments to its plant and system since 

;a.nua.l'~ 1, 1917 or to 'Pay in whole or in pa.rt tor the 

cost of said additions and betterments to applicant's 

plant and system either ms~e or to be ~de, a.ll in 

accordance with the details submitted b~ the applicant 
in Exhibits No.4, No.5, and No. 6 filed in connection 

with the a.pplication here1n~ to which reference is 

hereby ms.de; said exhibits covering applicant's progrsm 
of construction from :anuary 1, 1917, to March 31, 19l8. 

3. - San Joaquin Light a.ud Power CO:r)?-

ora.tion shall keep separa.te, true and aecu=a.te a.ccounts 
showing the receipt and a.pplication in dota.il of the 
proceeds of the sale of the debentures herein author-
ized to' be issued; and on or before the twenty-fifth 

de~ of each month the eom~en~ shall make verified 

reports to the Railroad Commission stating the sale 

10. 



or sales of said debentures during the precoding 

month~ the ter.ms and conditions of the sale. the 

moneys, realized therefrom. and the use end applicat-
ion of sucb moneys. all in accordance with thiS 

Commission's Ccnoral Order 24~ w~1ch order. 1n so 

fer as applicable~ is made a part of this or~er. 

4. The au~horization herein given 

to applicant to execute the trust agreement to 

Security ~rust and Savings Bank is given on the 
condition that no modification. amendment or ed-

. d,i tion shall be made to said trust agreement 'C.:C.less 
the same s7c.all have been approved by this Comiss1on. 

5. The au thori ty herein gran ted 

to San Joa~uin Light and Power Corporation to issue 

debentures is conditioned upon the payment by San 

Joaquin Light and Power Corporation of the fee 

prescribed bY,the Public Utilities Act., 

6. The authority berein granted 

to San Joa~uin Light and Power Corporation to issue 

ll. 



debentnrea shall appl~ only to such debentures es 
s~ll have been issued on or before Jun~ 30. 19l5~ 

The foregoing opinion and order are here-
by e~proved and ordored filed as the opinion and 
order o~ tho Bsilroad Comm1ssio~ of the State of 
California.. 

Dated at San Francisco. California; thiS~~ 
dc.:y of 0),1;''''; 

I 

,-

" 
1917. 

-
j'~&.i7~ 

! ' ~ 

~A~·····"·' ~1ss1oner~.~ 


