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Deci sion No. ____ 5'-2_P ....... ~_O __ 8 ___ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of I 
THE CALIFOPJ.UA OREGON PO'VrER COMPANY 

for an order authorizing the issuance 1 
and sale of 70,000 shares of preferred 
stock and $·16,000,000 principal amount 
of bonds, and the execut10n of a Sixth 
Supplemental Indenture; and exempting < 
from the Commission's competitive I 
bidding rule the issuance and sale of l 
said pre~erred stoc~. 

Application 
No. ')7772 

Brobeck, Phleger & Harrison, by Geor~e ~ Rives, 
for applicant. 

The California Oregon Power Comp&ny filed thi5 application 

on February 21". 1956". for an order E).uthor1zing it to i.ss'Ue and sell 

*l6,090,000 in principal ~.mount of first rn.ortgage bonds and 70»000 

sh~res ($7,000,000 par vaJ.'le) of its preferred stock and authorizing 

it to execute $ supplemental indenture. 

A public hearing was held before E:>r~miner Coleman 10 

San Fr~nc1sco on March 9, 1956, at which t1lDe the 'm.:ltter was tz.lten 

under submission. The Commiss1on h~s rece1ved no protestz 1n the 
proceeding. 

Use of Proceeqs 

The purpose of the proposed financing is to provide 

a,plio.~t with funes to pay ~2310001000 in pr1nc1p~1 amount of 

promissory notes representing bank borrowings used to finance . 
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temporarily the cost of con~truct1ng generating, transmission, and 

distribution facilities. The $23,000,000 of notes were issued 

under the terms of a cred1 t ~ greement with & group of banlcs and were 

authorized by the Commission by Deeision No. 49669, dated February 

16, 1954. 

P~y proceeds not needed to pay 1ndebtedness w1ll be used 

by applicant to reimburse its treasury for expenditures made for 

cdditions and betterments. 

Construction Program 

For a number of years applicant has been engaged in an 

extensive construction progr~m designed to meet present end future 

load requirements and to expand and improve its systemto meet the 

groWing neecs for electricity in its ~ervice aree. It reports that 

its gross capital expenditurez amounted to $11,514,S~O in 1955 and 

it estimates its expenditures during 1956 at $12,000,000. According 

to Exhibit No. '3 the Lemo10 No. 1 hydroelectric plant on the North 

Umpqua River, with a rated c4pacity of 29,000 kilo'W'cltts, was pla,ced 

in service on July 7, 1955, and the lemolo No. 2 pl~t, with a r&ted 

capacity of ;'3,090 kilowatts, will ~c completed in 1956. In ~dc,ition, 

it is anticipated that apprOXimately 13$ miles of new tr~nsm1ss1on 

l~eo and 175 miles of new ~istribution lines will be placed in 

service ond thut wo:-k will be undertaken on other hydroelectric 

plants and on the Kla~ath River development. 

Applicant expects its present construction program Will 

continue beyond 1958. 

Einmncing of Costs 

It has been ap,licc4!lt' s practice to fin?1"l,ce its con­

struction oosts for the most part by entering into credit agreements 
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'Wi th a grou, of be.n1~s penni tting it to el,raw down fund.s from time 

to time" as needed, to be evidenced by notes" ~nd thereafter to 

refi'nance itself' with long-term deot and equity cap1t,,1. 

Presently, ~~plic~nt has exhausted the line of credit 

established by its e~iisting agreem.ent. It h&.s undertaken to 

negotiate a new agre0mcnt at &n early dot~ so as to assure itself 

of an uninterrupted supply of runds and in order to do so it first 

must liquidcte the outst~nd1ng notes, which, as stated, are in the 

aggregate amount of $23,000,000, before any borrowings can oe made 

under the new arrsngements. 

The testimony shows tbat after a consideration of 

capitalizat10n ratios, common stoct( ellrnings, and. the prev~iling 

preferred stock market, applic~nt has concluded conditions are 

favora.ble at this time for the issue ana sale of the $16,000,000 

of bonds anc the $7,000,000 par v31ue of ~rererred stock to 

liquidate the present note indebtedness. 

Capitalization R~t1os 

Applicant's cs.,1talization ratios as of DecembGr 31, 

1955, and pro forma, g1vins effect to the proDosed 1ssue and sale 

of secur1ties,are as follows: 

Long-term c:1.ebt: 
Bonds 
Notes 

Total 
Preferred stocl~ 
CO:'ll'Oon stock e'7uity 

Common stock Dt p.::.r 
Earned sur'plu:;: , 
Premium on common stock 

Total 

Total 

-3 

December 
1955 

40.9~ 
i.,8.6 

~ 
27.9 
3.5 

:rl1 
lQQ.Q% 

.31, 
Pro Forma. 

5.3.9~ 

53.9 
11.5 

27.6 
:'.5 

3ft 349 ' 

lQQ,O% 
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Sgle of Sec~rities 

Applicont reports that it i~tends to offer its'oonds for 

sale at competi ti ve bidding" tl'le interest rate on the 'bonds as ~Tell 

as the price to be f1:Yed as a result of such 'bidding. Wi th N~!;pect 

to the issue and sale of shares of preferred stock" however" 

applicant requests the Com.:..:1ss1on to exempt the s~.l1le from comp€!t1-

tive bidding and to authorize it to dispose of its shares by means 

of a negotiated underwriting at a price hereafter to be fixed by 

the COIn."O.iss10n. At a later da.te applicant will file a supple:'Ilontal 

application setting forth the ter.ns of said preferred shares and 

the arrsn~ements it has made to dispose of them. 

Exemption frt7>m Comoetitive Bidding 

Testimony in support of the request for exemption from 

competitive bidding was given by applicont's vice president and 
treasurer. 

The test1m.ony shows that on three occaSions applic~ntfs 

stock" both ,referrecl ~nd common> was offered for sC1le at competi­

tive bidding" that in connection with two of the offerings no bids" 

or no accept~ble bidS" were received" and th~t for the third offer­

ing the price received was the lowest at 'W'hich the company he,s eV0r 

disposed of its common stocl~.. Thereafter) .;ll subs~qu(lnt sa.les of 

preferred and common stock were disposed of under negotiated arran,ge­

~ents upon what were considered favorable terms. 

It appears ~o be the pOSition of the witness th~t 2 

successful sale of the com,any's ztoclc can be accomplished only 

with proper '!'llarket prepare.tion, and that, on the basi~ of his 

experience, such preparation can be ~ssured only under negotiated 

arrangements, partlcul",rly 'Wi tb. /1, large 1s~ue such .9S here is 
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proposed. It is po~ted out in this connection that the size of 

the proposed preferred stock offerine is larger than all of 

a~plicantTs preferred shares now outstanding. 

Moreover, the 'Witness stated the.t by negoti:;l,t1on the 

comp~~y c~ exercise some voice in the distribution of the offering. 

Substantial amounts of the presently outstanding sh~res are held in 

app11cant Ts service :area and it is desired by app11cant to continue 

such ownership. It is applicant's op1n1on that the best results 

as to distribution, as well as price, can be obt&ined by a sale 

to a ~elect group of underwriters ~~d de~l~rs who are acque1nted 

with its operations" who have handled its past financing, and .... rho 

will provide the prior preparation. 

Financial Position 

A su:rnm.ary statement of applicant's e~rrlings position for 

the last two years" ns set forth in E~h1bit ;, is as follows: 

Operating revenues 
Gross 1nco .. ue, before fixed charges 
Net income 
Times fixed charges earned 
Times fixed cbzrges and preferred 

stoc:.:t d1 vldends earned, 
Earnings per share of common 

1954 

$17,046,937 
5,119,857 
.3,,4l6,362 

3.16 

2.51 
1.86 

1955 

$18,,948,286 
5,621,037 
3,817,026 

3.18 

2.64 
2.11 

The comra.on stocl{ has a per vs.lue of ~'20 e. share a.nd a 

book v~lue, at the close of 1955" of ~~25.05. For a number of years 

annual '1v1dends of $1.60 have been paid on the com~on shares., 

The cora:ps.ny' S bs,l~nce sheet of December .31, 1955, shows 

current assets at $6,848,,594 and current liab11it.ies at $4,079,259. 

It shows the relationship between the net 1nvestment in property 

and the long-term debt and equ1ty c~p1tal as follows: 
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Net investment -
Utility plant 
Other property 

Long-term debt and eo.uity capital -
First mortgage bonds 
Bank loans 
Preferred stock 
Common stock equity 

(1) Since increased to $23,000,000 

Conclusions 

48,000,000 
21"SSO,OOO(1) 
6,62l,800 

4l.Q55.710 ll7,;27,;10 

The record ind1c~tes that applicant has obta1ned satis­

factory results from the issue and sale of its stock under negoti­

ated arrangements ~nd that an order is "rarranted at this time 

exempting the ~roposed issue of sha~es of ~referred stock from 

competitive bidding. It is our opinion that applice.nt will hove 

need for the proceeds from the sale of its securities for the 

purposes indicated in this proceeding, that the money, property or 

labor to be procured or paid for by the issue of the se~rities and 

the execution of the indenture herein authorized is reasonably 

required by applicant for such purposes, and that the expenditures 

therefor, except for acerued interest, are not, in whole or in part, 

reasonably chargeable to operating e)-penses or to in.colne. 

The approval heretn indic~tod is for the issue and ssle 

of securities only and is not to be construed as indicv.tive of 

amounts to be included in a future rete base for the ~urpose of 

determining just and reasonable rates. 

A public hearing having been held in the above-entitled 

matter, and the Commission having considereo the evidence ~nd be~g 

tully sdv.1sed 1n the prem1ses l 
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IT IS HEREBY ORDERED as follows: 

1. The C~.11rom1<::l Oregon Power Cotllp:my may execute a 

Sixth Supplemental Indenture in su'bstant1elly the form of E".hi'o1t E 

att~ched to the application. 

2. The C~lirornia Oregon Power Comp~ny may publish 

invitations for bids tor the purchase of $16,000,000 of First 

Mortgage Bonds, Series due May 1, 1986, not less than five days 

prior to the date set for the opening of said bids, and may issue 

and sell such bonds at the price offered tn said bids which will 

result in the lowest annual cost or money to applicant. 

'3. The issue and sale of 70,000 shares of preferred 

stock hereby is exempted from the Commission's competitive bidding 

rule and The California Oregon Power Com~eny hereby is authorized 

to issue end sell sc.1d 70,000 shares of pre!'erx'ed stock at a price 

to be f1y.e~ by the Commis~ion 1n a suppl~mental order. 

4. The California Oregon Power Compe.ny shall use the 

proceeds to O~ received from th~ sale of said bonds, exclusive of 

accrued interest~ for the pur~ose of paytng o:\tst~nding notes, and 

shall us~ the proceec$ from the s~le of said chares of ~referred 

stock for the? purpolje of paying, outst.?,nd1n~ :'l.otes an~ of reimbursing 

its treasury for eapital expenditures made prior to April 30, 1956. 

The accrued interest from the s~llc' of the 'bonds may be used :t.~or 

general corporate ~urposes. 

5. The ~uthor1ty here1n granted to issue and sell shares 

of preferred stock will not oecome effective until the Comm1s~ion 

by a supplemental order has fixed the price at which applic~.nt may 

sell the s~n~. In oth~r respects the authority herein granted is 

effective upon the date hereof. 
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6. Within 60 days after the issue $nd sale of the bonds 

~e shares of stock herein authorized, applicant shell file with 

the Commission three copies of its prospectus and a report, or 

reports, ohowin@' the S::llount of bonds and sl'l.ares of stock iss'.led and 

sold, the prices z.t which sold, the names of those to '~hora sold 

ar..d the purposes for which the proceeds were used, and two copies 

of its Sixth Supplementl!.l Indtmture as e:xeQutcd. '~i thin six months 

sfter such issue and sale, ()L'Jplicant shall file .:J statem.ent ~b.ow1ng 

in some detail the e~penses incurred by it incident to the issue 

and sale of said bonds and shares of stock ~nd the account~ to which 

such expenses were charged. 

day of 

D& ted :;l t SD.n FranelBoo 

,jzA:{/t.--/ / , 1956. 

, California" this c:< Z i:(J 
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