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Decision No:. 476'90 
' ..... . 

BEFOEE ,·THE ,?UBLIC UTILITIES CO:tl.r:::SSIOI-T OF THE STATE OF CALlFOP1~I.A 
,I . ~. , ' • • j : • I: .. '-4" " ',: .' 

. .' 
. In the Ma·tter 0 r. the Application of ) 

· · ) TEE CAL!FOFNIA OREGON POWER COMPA..'JY 
"J 

· 
for a"l order authorizing the issuance and ) 
sale of 250~OOO sh~res or common stock and : 
$7,000,000 p:r:-!.ncipaJ. ':moun t of bond.s, and ) 
the execution of a Fourth Supplemental In- ,. 
denture; a.",d exempting from the Commission's.' ) 
competitiveb1dd~Z rule the issuance and . 
sale of said CO=mlon stock. ' ) . 

.... -~-- ...... --- ..... -~- ..... ---~-~ __ iIIIIIIIIII_ 

Application 
l'J'o.33670 

Brobeck" Phleger & Harrison" by ~Cjl:ge !2.:. .Rives, 
~or applicant.· . 

OPINION ... - ..... ~- ..... ..-

!n this application" The California Oregon Power Compa~y 

seeks ~uthorizdt1on to issue and sell 250,000 shares (~5,OOO,000 par 

value) of its co~~on stock and $7,000,000 in prL~cipal ~~ount of its 

First I10rtgagc Bonds" Series due October 1" 1982. 

In general~ the purpose of t..'lte two issues is to provide 

applicmlt~ wJ. t.h ;('u.'I":IG,s to pay $12,000,000 of outstand~~g bank lO.3ns 

rcproscntL~g temporar; financing approved by the CommiSSion by Dcci~ 

No_ 45692, dated M2Y 15" 1951_ App1ic~t proposes to use any pro-

eeeds, exclusive ot accrued intercst, which it ll'light rccci ve in cY-cess 

of the c.ln01l."'lt required to' lic;,uida.to i ts b~ lODns~ to reimburse its 

treaS'.1ry in part ror c.lpi tal expenditures not provided from. the issue 

of securities or to fin~cc in part its 1952 construction progrzm .. 

App1ic~t reports that its con:truction budget for 1952 

;:mounts to approxim~tely $14,467,000 ::u'l.d it cstir.lo,tos 'that itz annual 

ca,pi tal requirements for some years to come .... 1.11 l"U..~ between 
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$12,,000,,000, Md $15;000,,000. mong other, 'things" ,1 t is", ~d. 'for some 
, " ,. ' 

• • • I 

time has been, engaged ,in developing hydroelectric power'sites'clong 
, .,. ~ . 

tho North Umpqua River in Oregon" and it no:w is. cng\::.ged, in;.,.~onstru'c-
.• " " I'.:"''': 

ting production f:lci11 ti cs 'a tits Fish Creek ~d, ,clez.rwater" ~::,.:n ts 

a."'ld certain'ir:an~ssion~lines. In addition, . .it reports. thati'it·nas 
, . 

,r~~ec, oris in process of rilL~g, applications ~th the Feder~ Power 

Co:::n:nssion and ti;:e HYd~~~iectric Commission of Oregon! for the "con-
. . I. I 

.. !" .' I •• 

struction o! the'L~olo plants in tho North Umpqua Project are~ which 
I ' 

I 

~11 hav(! a combined c\3.pllci ty of 60,,000 kilo'Wot:ts with:' completion 
, ' . I, 

" osti:n.atcd in :Jece:n'b~r" 1954, 'for the Lerno10 rro.1 end:~ in December" .. , 

1955" for tb.e Lemolo No.2, :md 'for the construction of its Big Bend 
, I 

No .. ;( -pl:mt, O:l th~ Upp(}r Kl~th River, with. Co capacity of 50',\000 

kilowz.tts. In addition, it has filed an ~ppl!c(3:tion with the Federt.l . , 

"Power Co=ssion for a preli1::linar'lj' per.m.it to conduct dctc.ileCl.1:o.ves~i-
r " 

gations 'for the utilization of the :lva1lablc waters of. the McCloud 

. River and its tri·01.ltcries, Which it esti:r..D.tos h~ve ~ min1.~u.~ : 
I 

" 

potcnti~ll of 200,000 kilowatts, :md it expects zhortly to' rcq,ucst 

a.u:thorization to. construct its McCloud No .. 1 pl3..'"lt. 

In vie"" of the :n.agn1 tude :md the long-:r.:::.t,ge :;!.spcct <)'f :!. ts 

cor.struction ~l~s for developing hydroelectric power, applicant· is 

'ft.ced wi t.."1. 0. continuing program of obtaining funds .from the isS"..1C of 

securities.. It reports that the success of its efforts will depend 

on the ::.o.i.."l'ten.a."'l.cc of a proper 'balance betw'een ceot ci'J,d equity 

capital". 'Wi t:1 a substtmtial part of i tsnc'W' money rcquirc:lc:nti being 

proVided t..i.roug..'" the issue <mod sole or: shores of corr..!nO~'l stock .. (1)' It 

(~ . 

Applic~"ltrs capital ratios as of Jun~ ;0". 1952, ~"'l.d pro ~O~~, 
gi-li:lg effect to the proposed is!::ues, are 2.S ,follows: 

Debt -
Bonds. 
Notes 

Su "0-to tz.l 
Prcf'err~d stock 
Equity capital 

Total 

.june 30,1952 

41.8% 

~~:2 

-2" 

10.0 
33.6 

).00.0% ' 

Pro .~..d 

50.5% 

50.5 
9.S 

.39..:-t 
1oo.o;f 
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'" ., (', , ,. I 

intends to invi tc bids for the purchase of the 'conds now proposed to , . 
I .,,' 

be issued but it is of the ,opinion that a continuing fio"iotof cC}.ui.:ty . 
• , '" . t " "J' t. , 

iUnds, under the :most favorCl,ble conditions" can best be ,:I,ssurcdby " . 
, ! ': ~ ; ~ ': '. 

the s::lle of its shf.l.res, of cOD:l'llon stock through'n~got1::ltion, rathe~" 

then at competitive bidding. 
,', .~ '; ."'" . t, r : . 

It appears .. t."'at applicant bases' its position with respect 
I '.~:' .•• 

to financing With ,shares of cotm'lOn stock, in part, on previous ., , 

experience .. The record shows that in 1946 Stendard Gas ~d Electric 
, " iI' • ~ 

Company" then the .ow.ner of all applicant's common stock, iri order to 
,I, ' .• 

I • ,','.' 
. " 

dispose of its holdings" off~red such stock for sale at competitive 
I, , • _ ",' • I, • :.:'':'' ~~.' h , 

bidding butireject~d all bids as being inadequate .. A year later an 
. ' •• .~ f ':«'" f It,( :. ~ ~ ~ , 

offer to sell common stock,was withdraWn beceuse market.conditions had 

so deteriorated it was considered unlikely a satisfactory bid would 

'be received", the stock 'being sold later in 1947 1.mder nego·tiated con­

ditions at $20 • .35 a share.. In the spring of 1945~ in connection 'With 

o..."'l offering of 100~000 shares~ three 'bidding syndicates had 'been 
• 1 ,.' 

formed 'but one withdrew the day before the do:te fixed ·for opening the' 

bids. The sh<lres were sold for $19.91 each, but applicant as.sorts 

the p-rice 'Was not considered satisf<lctory. and vas accepted only 

because of the need for money to meet capital require::J.ents. Info:r:la-
',' ,., I .' ~. 

tion on file 'With the Commission shows that of the two bids received, 
, " 

"one was $18 .. 86 a sh~re and the other $19.91" ~d that t."'e successful 
, 

bidder offered the shares to the public for $21 .. 50" resulting in t.n 

Uw~derwriting spread of $1.59 or 7.4~ of the offering price.. . 

On the other h~d, applicant states that the results from 

1 ts negotiated underwri tings. have been satisfactory. Inthis 

connection the record shows that in 1951 applicant sold 250,000 

sh~res of common sto~kundern~gotiated arrangements whereby the 

stock was offered at a price somewhat in excess of the market :with 
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~ underwriting spread of 4.7%. Considering the ~ormer tr~saet10ns, 
. " . 

o.,Pplicont has concluded it will receive a higher price 1·1' 1t nego-
. , , .. ' .. 

tiat~s n sale of its shares of stock ~t ~~s tL~e~ 

In addition, applicantfs officers feel th~t a negot1ated . " 

uneerwr1ting is preferable because it offers the possibility of a 
. , 

better distribution of its stock. The testimony £.1,i veri ::.t th.e hearing 
, ~ " 

I '. ' ~, \ 

on. this application shows '!:hat 87.6% of applicantt's co:cmon stoek-

holders, who own' S6.S% 0.1' the outstanding shares, are locate<:!: in, the 

three Pacific Coast states. Applicant is of the opinion that a 

broader piac~~nt is deSirable" particularly in eastern markets, ul 
vieW of '1 ts expanding needs for capital" and that this ::nore likely 

, . 
con 'be O:ccompli~hed by its exercising, through negot1ation,. some con-. . . . . 

trol over'the select10n of undcrwri tors and dealers and SOJ:le ~voi'cc in 

matters relating to distribution and timing of the otter. ' . ,.' ," 
"' . 

From a review of the .testi:nony we arc of the opinion th:at 
" 

we are warromted in ex~pting the propoced issue of sh~res of common 

stock'f~om' com~etitive bidding. , "~ 

Accordingly, a p:::-eliminary ord.ez·, ..nll 
'. " 

be entered z.t this time :luthorizing the execution of a supplemental 
, , . , 

indenture defining the tem.s of the new series of 'bones now to 0(: '; 
I ,~ 'I! ~' 

, , 
issuC<i':""'ld authorizing t.."le issue and sale of such bonds ~d of th~" 

" 

" sh<lres 61' co:rnon stock. We will give further consideration to these 

matters upon the filing by applicant of a supplem.entalapplicc.t1on, 

or c.pplications1 setting forth the prices, terms and condi t:i.cns of the 

proposed 1s:n:.cs. 
: .... 

" 

A public hcc.ring haVing been held in ~"'isapplic<lt10n, and 
~. ". 

the Commission having considered the ~tter'and being of'the opinion 
", , 

that the application should be gr~tee1 as herein provided; that th~ 
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::loney., propert~l' or labor to be procured _ or ,paic'. for by the issue 'a,"'l.d 

:::ale of'the bonds cmd :::ha,res of' cOmr!on stoc1-c herein o.uthorizod is 

reacono:t>ly required by ap~licant for t..i.e pur,oses zpecit1ed herein; 

a.~c that the expenditures for, such purposes" except as otho:Mdso 
.. 

~uthoriZed" are not, .in whole or in pnrt" reasonably ch~rgeable to 

oper~ttne expenses or to income;, therefore" 

, IT IS HEP.EBY o RDEP..ED , as folloW's: 

l~ ~~e California Orogon Power Company" after the erfective~ 

elate herec-f :me. on or 'before Decemb~r 31, 1952, may execute ::. Fourth 

Supplemental Indenture in, or subst~tially in" the so~c for.m as that 

filce in this proceeding as EY~~bit 1. 

2.. The California Oregon Power Compe..."lY, z,ftcr tho effective 

eate hereof ~e on or before Decemoer 3l" 1952~ may publish invit3-

tion::; for bies tor the purchase ot $71 000,,000 of First'Mortgc.ge Bones" 

Series due October 1" 1982, not less th.:m five (5) days prior to the 

da~c set for the open1.""l.g or sc.id oids,and I:lCLY issue' 2nd sell such 

bond::: at a price to 'be fixec. by the Coc...""I.1s,sion i.."'l Co suppl'e:n.cnt~l ~ 

order. Pending the prcpc.,ration' cmc. deli very of de1"1n~ tive 'bonds,. 

applie~t I:lay iSS"J.e ond sell te::J.pora,ry bond.s u..'"'lder the, ::;amc terms .me 

conci tions c.s those under .. which it is o.uthorized to issue and sell 

said definitive bones. 

3. The issue one sale of '250,,000 she.rcs or common ,sto<:k 

hc::-eby is eXe!r..pted from the Co:nmission f s competitive bidding rule set 

i'orth in :Decision No. ~S614" dated Janu:lry l5" 1946" provided that 

~pplicont :nake arrangements for the- sale of scid' sh~res ~t a price 

:;ntisi'.::.c·tory to the Com.."!lission .. ' 

, -5 
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. 4. 'lbc C:llifemic.Oregon Power Comp~y) after the· effec-
, j. . , • • , ,'. " .:'., '1,0; •• ;, """ ',,;." ,~' I • './ I ~, I • , , 

tive date hereof. Md on o~ ~eforo Dccemi:er 3l, 1952, 1IlZ.y issue and 
,. I' f J' • I I I .' ~. ." I " 

sell s~id 250,,000 sh:::.res of common stock a,t a' pricc. to. lJcfixed, 'by 
, 

• '. 'J. , . , ' 
'. ' 

the Commission'L~ a supplecental order. 
" ',' 
" , If 

5. The C:llifornia' Oregon Power ,Company s.i.ell use the 
, '" ~ .. 

proceeds fro'I:J. 'the sale of said bonds" othcrthon o.ccruae.' interest" 

to pay out~t~ding notcs":h\~~~to'r;re i'~SUCd under :lut.i.orization 
, 

I , ~ '" ; 
" 

" ' , " .' ~ " 1" 

gro.."lted by the Con::mission and shall usc .t.."le proceec.s !'rol'll tlic salo 
/,.' ':. 

of its sl'l.::l:-es 0 f co:omon stock to pay notes., ::::nd., if :my proceeds 

~,re avc.iltlo::.e, to reimburse its treasury for income oXpended for 
, . 

addi tions to pl:l."lt :md to :f'in~cc in pert 1952 construction expendi­

tures. Tl:le accrue<! interest fror:l the sale of the bonc.s may be used 

for general ,corpo:rote purposes. 

6. The ~uthor1ty herein gr~tcd to issue and sell bonds . : ' 

':me. s..""l.o.rcs of COtlmon stock will become effective when the Commis-
,.' 

sion by a supplem.entnl oreer" or orders, hc.s, fixed the pri'ces at 
, ' , 

"Which applic:mt r!aY sell t.'Ile same. In other respects" the author­

ity herein gra."'l.t~ is effeetive upon the date hereof •. 

7. Witi'lin sixty (60) days aftor the issue and sale of 

~~e bonds ~d shares of stock her~in authorized~ applicant Shall 

ril~ ~~hthe Commission three,C;) copies of its ~rospectus ~d 

0. :"cport sho'Wi.."lg the am~unt or bonds .md sho.rcs ot stock issued I 

o..."'l.c. sole, the prices 'c.t which sold., the nomos- of those to 'Whom. 

sold and tho purposes for which the proceeds were used" and two (2) 
. " \ 

copies 0'£ its Fourth Supple.''Ilental Ind~ture as executed. Wit..i:in 

si~ (6) months after such issue and sale" Cl};lpl:tccnt sha,ll tile:' a 

.. 
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statement zho'Wing in some detail the expenses incurreo. by it inci­

dent to the issue and sale of said bonds a.."ld shares of stock Md 

the accounts to which such expenses were ch~r(:ed. 

D~ted ~t S~ Francisco~ California, ~~s 

September, 1952. 
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