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Decision No. 45662 : . //‘@Z@ ‘
| A
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO?NIA

In the Matter of the Application of
THE CALIFORNIA CREGON POWER COMPANY

/s

for an order authorizing the issvance and
sale of 250,000 shares of commen stock and
$6,000,000 principal anount of bonds, and
the execution of a2 Third Supplemental In-
denture; and exempting from the Commission's
conpetitive bidding rule the issuance and
sale of said common stock.

Application
No. 32328

00 S NS Nl N N s

~ Brobeck, Phleger & Harrison, by G Ceorge D. Rives,

for applicant.

QELNLION

Tris 1s an application for an order authorizing The
Califomdia Oregon Power Company to execute a Third Supplemental In-
denture and to lssue and sell, at competitive bidding, $6,000,000 of
ites First Mortgage Bonds, Series'due June 1, 1981, and authorizing
it to issue and sell, exempt frem competitive bidding, 250,000 ‘shares
of ite common stock of the aggregate par value of $5,000,000, for the
purpose of paying outstanding indebtedness.

A public hearing on the application was held in San
rancisco on May 2, 1951. The Commission has received no protest

to the granting of applicant's requests.

Applicant is a California corporation eﬁgaged in the pro-
duction, transmission and distributio.n'of electricity in northem
California and in southern Oregon. According to its appl:!.‘cation,
its nropertics include 14 hydro power plants with a total rated.

capacity of 142,670 kilowatts, with aippurtemant storage and regulating
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reServoirs, approximately 1,464 pole miles of transmission lines and
approximately 3,666 pole miles of distribution lines, along with
office buildings and other facilities. In Exhibit 4, 2pplicant re-

ports its investment in electric utility plant, as of Februery 28,

1951, at $66,297,667.13.

It appears that applicant has financed the cost of its
properties, in part, through the issue of bonds, preferred and common
stock and short-term notes. As of February 28, 1951, it repdrfed its

ountstanding securities as follows:

First mortgage bonds - ‘
Series due November L, 1974, 3-1/8% $13,500,000
Series due April 1, 1578, 3-1/8% 4,500,000
Series due August 1, 1978, 2-7/8% 7,000,000 |
Total first mortgzge bonds . $25,000,000
Notes, 2-1/4% due July 1, 1951 11,000,000
Preferred stock-$100 par value - ‘
7% cumulative, non-callable 2,437,300
6% cumulative, non-callable 779,300
4.70% cumulative, callable 4,200,000
Totel preferred stock 7,416,600
Commmon stock-$20 par value 16,000,000

Totel | $59,416,600

Applicant now desires’ to make provision_forthe pamn@at of
the $11,000,000 of notes. Subject ﬁo receiving pezmiséidn frmh the
Commission, it intends to invite bids for the pufdhase-of‘$6,obo,ooo
of a new series of bonds to be mowm as First Mortgage;Boﬁds, éeries
due June 1, 1981, and to beor interest at 2 rate to béffixed by the
successful bidder, and to enter into negotiations for‘fhe sale;of
$5,000,000 par veluc of its common stock. The effect of the proposed
issues, if consumnated, on its capital structure is indicated in the '
following tabulation:

As of Giving Effect
Feb.28,1951 to Issues .
Boads C 40.1% 49.7%
Bank loans 17.6 : - .
Preferred stock 11.9 11.9
Common stock equity _20.4 _38.4

100.0%
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It clearly apocars that applicant will have necd for runds

from outclde courcees to pay i1ts outstanding notec and qhat the lasue
dnd'sale of bonds and common stock at this time, in thd poounts re-
quested, is desirable.

fhere romoins to be considered applicant's request that the
Commlcﬂlon excmpt the proposed issue and sole of common stock rrom
its competitive bidding rule. The record shows that applicant’~
common stock 4t not listed on any exchange and 1c not traded geén-
erally over the counter. Applicant 1s of %the opinion that the suc-
ceseful offering of its stock will rcquire advance preparation of
the market, timing of the offering To meet market conditions and in-
tensive sales effort, and that a negotiated underwriting for the sale
of applicanf‘s atock will rezult in a better price with a more favor-
able distridution. Apvlicant points out that ite annual congtructlion ‘
needs may average 510,000,000 over the next flve years and thst be~-
cause of the nececsity of maintaining a sound capltal ctructure 1t
muct accure itcelf that 1t will ve able to dlspose of 1t3 atock
rather than rick receiving no bids or receiving low bids.

Upon the record mado in thisc proceeding, thé Commiaaion iz
warranted in granting the excmptlon as requested.

Accordingly, a preliminary order will Be entered &t this |
time authorizing the execution of a supplemental indenture defining
the termsc of the new series of bonds and authorizing the iscue and
cale of $6,000,000 of such bonds and $5,000,000 of common stock. At
8 later date applicant will rile & supplemental apolicatipn, or

applications, sctting Torth the prices, terms and conditions of the
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proposed issues. At that time, or times, the Commission will con-

sider entering 2 further order, or orders, giving finsl cpprovel in
this matter. :

Appiicmt requests that bec ause of uncertainties in market
conditions it be «..uthorn.zed o shor'ten to five days the time between '
publication of invitztions for the purchase of its bonds and the date
set for opening the bids. This request will be granted.

QRRER

A public hearing having been held in this application, and
the Commission having considered the matter and being of the ppinion
that the application should be granted, as herein provided; that the
money, property or labor to be procured or paid for through the lssue
and sale of the bonds and common stock herein zutkorized 1s recson-
ably required by applicant for the purposes specified herein; and
that the expenditures for such purroses, other than agcrued interest,
are not, in whole or in pzrt, reasonably chargeable to operating

expenses or to income; therefore,
IT IS HEREBY ORDERED as follows:

1. The California Oregon Power Company, after the effec-
tive date hereof and on or before August 31, 1951, may execute 2
Third Supplemental Indenture in, O substax;tially in, the same form
as that filed in this proceeding as Exhibit 1.

2. The Califomia Oregor. Power Company, cfter the effec-

tive date hereof mnd on or before August 31, 1951, may publisa invi-

tations for bids for the purchaser Of' %0@0,000 df Fll’St MOI’tEag@

Bonds, Serles due June 1, 1981, ot less than five (5) days prier to
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the date set for the opening of sz2id bids, and mey issue and sell
such bonds ot a price to be fixed by the Commission in 2 éupplemental
order. Pending the preparation and deli#ery of definitive bonds,
applicant may issue and sell temporary bonds under the same terms and
conditions as those under whica it is authorized to issue and sell

said definitive bonds.

3. The issue ond sale of 250,000 shares of common stock
hereby 1s exempted froz the Cemnicsion's competitive bidding rule
set forth in Decision No. 38614, dated Jomuary 15, 1946, provzded
applicant make arrangements for the sale of sald Shgres at 2 price

satisfactory to the Commission.

4. The Californiz Oregon Power Company, za2fter ﬁhé‘effec-
tive date hereof and on or before August 31, 1951, may issue and sell
said 250,000 shaores of common stock at a price to be fixed by the

Cormission in z supplemental order.

5. The California Oregon Power Company shall use the
proceeds from the szle of said tonds, other then acerued 1nterest,
to pay outstanding notes herctofore issued under authorization
granted by the Commission end shell use the proceeds from the sale of
its common stock to pay the remuinxng outstonding notes and, if any
proceeds are available, %o remm‘urse its treasury for income expended
for additions to plant and to finance in part 1951 construction
expenditures. The accerued inte&est may be used for general corporate

purposes.

6. The authority herein granted to issue and sell bonds
and common stock will decome effective when the Commission by 2
supplemental order, or orders, has fixed the prices at which appli-
cant may sell the same. In other respects, the aathority herein

granted is effective upon the date hereof.
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- 7. Vithin sixty (60) days after the issue and sale of the
bonds and stock herein authorized, applicent shall file with the
Commission three (3) coples of Lts prospectus and & report shown.ng
the amount of bonds and stock issued and sold, the prices at which
sold, the names of those to wnom so:Ld‘an'd the purposes for which the
proceeds were used, and three (3) copies of its mﬁ.rd Supplemental
Indenture as exccuted. Within six (6) months after such issue and
sale, appiicant shall file a2 cstatement showing in some detall the
expenses incurred by it incident thereto and the acééunts to which

such expenses were charged.

Dated at Los Mngeles, California, this __ ¥ z day cf

May, 1951.

-
, ogmissrgg}e?s )
RS




