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SEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Cecision No.

In the Matter of the Application of

THE CALIFORNIA OREGON POWER COMPANY

Application

for an Order futhorizing the Issuance
No. 36192

of Shares of Common Stock in Exchange
for Outstanding Shares of Applicantts
Seven Per Cent Preferred Stock and
Six Per Cent Preforred Stock.
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This is an application of The California Oregon Power
Company for an order of the Commission authorizing it to issue shares
of 1ts common capital stock in exchonge for outstanding shares of its

7% prcferrced stock and 6% preferred stock.

Applicant is a California corporation and operates as a
pubtlic utility in the production, transmission, distribution and
sale of electricity in northerm Califormnia and southern Oregon. In.
'the Scptember 30, 1954, balance sheet attached vo the application as

Exhibit A it reports 2 net investment in assets of zpproximately

$106,000,000 which it has financed as follows:

Long-term debt -

Bonds $48, 000,000

Notes 11,500,000 $ 59,500,000
Preferred stock 7,416,600
Common stock equity -

Common stock at par 32,000,000

Ecmed surplus 3,051,376

Premium on common stock 4,162,050 39,213,426

Total $£106,130,026

The outstanding preferred stock consists of the follow-
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24,373 sheres of 7% preferred 32,437,300
7,793 shares of 6% preferred 779, 300
42,000 shares of 4.70% preforred 4,200,000

Total 7,46, 600

The shares of 7% preferred and 6% preferred stock were
isoucd from time to time during the period from 1921 to 1925, during
which time the cost of money to applicant wos materially higher than
a2t the present time. Sald series of preferred stock are nonredecm-

able.

Applicant now proposes to offer to the holders of 1ts out-
stonding 7% and 6% preferred stock shares of 1ts cormon stock on an
exchange basis. It proposes to issuc five shares of its $20 par
value common stock for cach sharc of 1ts $100 par value 7% preferred
stock and 4.4 shares of common stock for cach share of its 3100 par
value 6% preferred stock. Applicant's capital stock is not listed
on any exchange but 1t reports the pfcsent fair market value of Lts
7% preferred at approximately $135 a share, of its 6% preferred at
approximately $120 a shere, and of its common stock at epproximately

$30 = share.

Applicant believes that the retirement of its 7% and 6%
proefoerred stocks will enable it to improve its capital structure.
Its capitalization ratios as of September 30, 1954, actual, ond pro
forma assuming the exchange of all its 7% preferred and 6% preferred

stock for its common stock, arc as follows:

Actual  Pro Fomma

Long-tem debt 56.1% 56.1%
Preferred stock 7.0 3.9
Cormon stock equity 36.9 40.0

Totals 1go.og ;O0.0&

Applicant is of the opinion that it will be advantageous

for it to issue and sell new preferred stock in the future to finance

-2




A.36192 MMW

capital additions and that it will be in a position to dispose of}
such stock on more favorable terms if it is abdble first to retire the
7% preferred and 6% preferred than would be the case if such stock
remains outstanding. It is also applicantt!s opinion that its over-
all capltal costs will be decreased if 1t is able to retire the 7%
preferred and 6% preferred stock by the issuance of common stock at
this time. It is appliceont's plan to issue addéitional preferred
stock as a form of permonent finoncing within the next two or three
years and 1t believes 1t can achieve a better balanced ceopital
structure by increasing the capitalization ratio of its preferred
stock to approximately 15%.

Under applicant's proposcl it will not issue any fractional
shares of its cormon stock in effceting the exchanges. Any holder
of 6% preferred stock otherwisc entitled to the issumce of fraction-
2l shares will be required to instruct the exchange agent either to
sell such fractional interest for the account of such holder or to
buy additional fractionel interests for his account sufficient, in
combination with his cwn fractional interest, to entitle such holder

to the lssuance of a whole share of applicant'!s common stock.

The totol number of applicontls outstanding 7% preferred
shares is 24,373 and the maximum number.of shares of commen stock to
be offered to the holders of said 7% preferred on the basis of five
for one will be 121,865 shares. The total number o f outstanding 6%
preferred shares is 7,793, and inesmuch 2s no fractional shares of
corrion stock will be issued in exchange therefor, the maxdmum number
of shares of common stock to be so offered to the holders of said
6% preoferred stock will be 34;289. The exchange offer is to be made
for o perioed commencing upon obtoining the necessary authorizations

and will terminate at the close of business on February 15, 1955.
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From a review of the application it appears that appli-
cantls capital structure will be improved by the proposed exchonge
of shares of Cymion stock foT the outstanding 7% preferred and 6%
preferred stock. Accordingly, an order will be entered granting

applicant!s request.

QRDER

The Commission having considered the above entitled matter
and being of the opinion that a public hearing is not necessary,
that the application should be granted, as herein provided, thet
the noney, property or lator to be procured or paid for by the issue
of the chares of stock herein authorized is rcasonably required by
opplicant for the purpose specified herein, and that such purpose is
not; in whole or in part, reasonadly chargeable to operating cxpenses

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

1. The Califomia Orcgon Power Compony, after the effec-
tive date hereof and on or before June 30, 1955, mey issue not
exceeding 121;865 shares of i1ts common stock in exchange for 24,373
shares of its outstanding 7% preferred stock on the basis of five
sharces of common stock for cach share of 7% preferred stock, and may
issuc not cxceeding 34,289 sharcs of its common stock in exchange
for 7;793 shares o f 1 ts outstonding 6% preferred stock on the basis

of 4.4 shares of common stock for cach share of 6% preferred stock.

2. ' The Califomia Oregon Power Company shall file with
the Commission monthly reports as required by Genercl Order No. 24-A,
which order, insofar ac applicadle, 1s made 2 part of this order.
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3. The authority herein granted will become cffective upon
the date horeof.

. r .
Doted at San Francisco 5 California, this / dzy
of DECEMBER » 1954.

—A Commi ssioners™




