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Decision No. 

~ 1 • , 
j , , , 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOPNIA 

In the Matter 0 t the Application of 

THE CALIFOFNIA OREGON PO·'WER COMP my 
) 
.. .. 
) .. 
) 
.. .. 

~or an order authorizing the issuance ond 
sale ot· 300,000 Shares of common stock and 
$10,000,000 principal amount of bonds, and 
tnc execution of a Fifth Supplemental In- : 
den t'tlrc; and exempting from the Comm1s sion T s ) 
competi ti,v~ bidding rule the issuance and· .. 

) 

sale of s~d connnon stock. ) 
.. .. 

~--- .... -----~- ...... ----~--- ... --. 

Applic~tion 
No. 35049 

Brobeck; Phleger & Ho.rrison, by George Jl:.. Five'S, 
for applic;m.t. 

o p IN ION ,......-- ... _- ... 

The California Oregon Power Comp~y has filed this applica­

tion for authorization to issue o.nd sell $10,000,000 iIl. principal. 

~ount of its First Mortgage Bonds, Series due March 1, 1984, :md 

300,000 shares of its common stock of the p~r vZlluc of $20 e:lch and 

of the aggregate par value of $6,000,000. 

The application was filed With the ·Commission on January 14, 

1954. Thereafter, a public he~ring w~s held before Commissioner 

Potter ::md Examiner Coleman in S3n Francisco on February 1, 1954, a.t 

'W"'....ich time the matter "ioTas taken under subrn.ission. The COm:nission has 

:::'cceivcd no protests to the granting of a.pplicontTs requests. 

Applicant proposes to offer its bonds for sale at compet1-

tive bidding, the interest r~te on the bonds as well as the price to 

be fixed as a result of such bidding. With respect to the issue ;md 

z~e of the ch~res of common stock, however, upplicant requests the 

Commission to exempt thc same from cOIllpeti tivc 'bidding and to 
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authorize it to dispose of its shc.res by means. o£ a negotiated 

undel"'Wl"i ting at a p ri co hereafter to be fixed by the Commi sSion. It 

o.sscrts in this connection that it has been ablc to obtdn a. higher 

price for its stock in the pa.st 'Wh~ sold und,,,r negoti~ted arrange-.. 
men ts than when sold through competi ti ve bidding" ::md tb.a. t 1 t 

'believes, in View of the relatively low level of its ec.m1ngs eu.r1ng 

the PD.st twelve months" it is reasonable to expect 0. more favor:lble 

l?ricc for the proposed issue 1£ the s<)J.c is made to underwriters 

fruni11ar with its 3.ffoirs than i:f' the sc.le is attempted through a 

competitive oireling .. 

Testimony in support of the req,uest for ex~pt10n was 

given by applicant's preSident. ~e rccore. shows that in March of 

1948 D.pplic~t o:f::f'ercd a block of 100,000 shares for sale at competi­

tive bidding and received two bids, one for $18.86 a share and one 

for $19.91. It shows thD.t thereafter, upon receiving authorization 

from the Comm1ssion~ applicant disposed or tnree offerings by means 

of negotiated sales, one for ~50,000 shares in AUgust of 1949 at 

$21.735 ~ shar~" a second for 250,000 shares in June or 1951 at 

$23.l0 a share, 'and the third for 250,000 shares in October of 1952 

e.t $25.20 Co share. ".Although thc successive issues 'W'ere accomplished 

~t higher prices, during this period the recorded ec.mings declined 

from $'2 .. 82 a share in 1948 to $1.76 a sho.rc in 19531' although some 

1mprovanent no doubt 'Will folloW' recently authorized rate in-

creases. 

In, Vicw of its declining eam,ings app11c:mt feels that 

maxil:lum rcsul ts can b~ obt::dned 'by a, sale to a scloctcd groul' of 

undorwriters and dealers who are acq,ua1nted with its operations, ~o 

have handled its past financing and who wIll provide the prior 

preparation of the market wh.ich is essentinl to the SUccessful 
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d1 stri 'bution of the shares.. The record indicates th.:.t app1ic:mt t s 

stock is traded in a limited market :md it is clear that 1n this 

partiC'Ul~r case greater nex1b111 ty in gearing the orfering to the 

market C~ be accomp11sh~d through negotiation. 

If Zl.p,p1ic:mt is authorized 'by the Connnission to 1ssue its 

bonds :mel sho.res of stock, it proposes to use the proceeds to retire 

outst~ding promissory notes which were issued in payment of capital 

addi tions. The record shows that presently 1 t has outstanding 

$14,000,000 of notes issued under its credit agreement of September 

24, 1952, and 07,000,000 of notes issued under a second credit agree­

ment dated July 21, 1953, a total of $21,000,000 aJ.l maturing April 1, 

1954. It expects it will realize not less than $17,500,000 from its 

proposed financing, ~hich would leave a balance or $3,500,000 of 

notes still outstanding.. It intends to liquidate this remaining 

balance through the issue of new notes under a new crOO.1 t agreement 

it presently is negotiating. 

~e record indicates that it has been applic~t's practice 

to ~eet its capital costs in the first instance ~th 'borrowings under 

lines or credit csttJ.'blished 'With bonks and from time to time to:re-
.. ,"'~" 

. '.. i" . I.,',' 

rin~cc these temporary borro'(dngs wi t.~ the issue r..'fbo:.Lds sn~ ,sb,~;:(i.':.':;': " 
• " ','-<' /, '. • ,;',', "~ ., • ' •• "J .... , 

, , 

of preferred a.~d CO:T.!:).o~!:stcek.' ':.:ts ca.pi tal rClt10s a.s of November 30" 

1953, and after giving err~ct to the issue of the 'bonds mld stock 

covered. by this applica.tion, .;lre o.s follows: 

Long-tcr.m debt -
Bonds 
Notes 

Total 
Preferred stock 
Common stock equity -

Common stock at par 
Ec.rned surplus 
Premium on common stock 

Tota.l 

Totals 

Nov.3Q ... 1953 

39.3% 
20,,2 

-.3 

59" .. 5 
7.7 

26 .. 9 
3 • .3 
'2 .. 6 

32:$ 

100 .. 0% 

120 FOrm? 

49.6% 
3 .. 7 

53.3 
7.7 

3.3.1 
.3.3 
2.6 

..39 .. 0 

100 .. 0% 
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App11ccmt ho.s been tc.ced with an extensive progr.wJ. of 

cxpansion of its fo.ci11ttes ,rcquiring 0. continuing flow of c$p1tal 

~ds into its treasury. During the five y~ars ended December 31, 

1953, its not additions for plant ~ounted to $63,911,045 and'its 

estimo.tcd expenditures for the next three YQ:.J.rs arc stat~d at 

$31,400,000. It is important that its c~p1tal structure be kept' 

properly balanced &ld that it obt~n equity tunds 'When possible and 
, 

under reasonable terms if it is to furnish adequate se;rv1.ce zncl to 

provide the plrolt nec¢ssc.ry to moet demcnds of customers. " '. 

From n. review of the eVidence su'bmi ttce in th.is proceee.ing 

it is o.pparent th~t applic~t has o'bttlined sn.tisfo.cto~1 results from. 

the issue and sale of its sharos of. stock under negotiated undor-
.' . ' 

wri ti.ngs ond therefore that 1 t should be tluthori zoe to dispose 0 r the 

prc::;ootly proposed offering under similar arrcngements. Ino~r 

opinion tLppliccnt has need for the proceees from the sole ot'its 
. " 

secur1 ties fo r the purposes inCicated in this proceecing ~d accord-

ingly we will enter a prel1m1nary order .n.t this time authoriZing the 

execution of a supplemEntal indenture 'Which defines the terms of' the 
~ .. l' 

n~ series of bones now to be izsuec., one authorizing the issue ant! 

so.le of such bonds and of the shares of stock. We will give further 

consideration to these 'issues upon the filing by applic~t of a 

supplemental ~pplication, or appl1co.tions, setting forth the pric~s, 
.. 

terms end conCi tions of' the proposed offerings. 

A public hearing haVing been hole. on the above entitled 

matter ana the Commission having considered the ~vieence ~C being of 

the opinion that th e application should be granted, ~s h ercin ?l"O­

vided, thtlt the money, property or lo.bor to be procured or paid tor 

'by t..~e i'ssue zne. sale of the 'bonds and shares of common stock herein 

-4 



;".35049 MMW 

authorized is reasonably re~uired by a,plic~t for the purposes speci­

fied herein, and thD.t th¢ expenditures for such PUl1'OSCS, except as 

o'th.crwisc authorized, arc not, in "Whol.c or, in pe.rt, reason~bly 

c...'lo.rgeable to operating expenses or to income; tllcrefor~, 

IT IS HEREBY ORDERED as follow.s:. 

1. The C~ifomia Oregon Pow-er Company, .,ster the effective 

date hereof and on or before June SO, 1954, may execute a Fifth 

Supplemental Indenture in, or substantially in, the same form as that 

filed in thiz proceeding as Emibi t 1. 

2. The Califomia Oregon Pow-or Company, ~fter the effective 

d~te hereof and on or before June :30, 1954, may publish invit~tions 

for bids for the purchase of $10,000,000 of First Mortgage Bonds, 

Series due March 1, 1984, not less than five days prior to the date 

set for the opening of said bidS, ~d may issue ond sell such bonds 

at a price to be fixed by the Commission in a supplemental order. 

Pending the preparation ~d delivery of definitive bonds, applicant 

may issue and sell tempor.z.ry'bonds under the same terms ~d conditions 

as those under which it is authorized to issue :md sell said defini­

tive bonds. 

3. The issue and sru.e of 300,000 shares of common stock 

hereby is exempted from the Commission's competitive bidding =u1e set 

forth in Decision No. 38614, dated Januery 15, 1946, provided that 

applicont make arrangements for the sale of said shares <It a price 

s~tisf~ctor.Y to the COmmission. 

4. the Califor.nin Oregon Power Company, ~rtcr the effective 

date hereof and on or before December 31, 1954, may issue and soll 

said 300,000 s.har~s of common stock at a price to be fixed by the 

Commission in a supplemental order. 

5. The Califor.nia Oregon Power Comp~y shall use the pro­

ceeds i.'rom the sale of said shares oi.' stock and said 'bones, other 
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th~' accrued interest, to p~y outstanding notes. The accrued int~rest 

from the sale of the bonds may be used for g~n¢r~ corporctc purpo~es .. 

6. The authority herein gr~tce to issue and sell bonds 

a"'ld shares of common stock 'Will not become effective mtil the Com-

nl1s!";ion by a supplenm t.ll o::-e.er, or orders, bas f1xe<\ the prices :It 

'Which applic.mt may sell the: s~e. In other respects, the authority 

herein grantee. is eff'E:ctive upon t..'le date hereof. 

7. Within 60 do.ys after the issue ~d sale of the 'bones 

one. shares of stock herein authorizod, appliccnt sholl rile with the 

Commission three copies of its prospectus ~d a :report, or reports, 

showing the amount of bonds and sh:lres o~ stock issued ~d sold, the 

prices :It 'Which. sold, the names of those to "Whom sold and the pur­

poses for which the proceeds wero used, Xl.d two copies of its Fif'th 

Supplemental Indenture as executed. 'Wi thin six months after such 

issue and sale, applicant shell file a statement Sho'Wing in some 

det.nl the expmses incurred by it incident to the issue and sale of' 

said 'bonds and sha.res of stock (lIld th~ accounts to Which such ex­

penses were cha.rged. 

D~tcd ~t San Fr~cisco, Cali!or.ni~, this 

Fcbru~ry, 1954. 
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