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CRIGHNAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

Decision No. S4671

In the Matter of Application of

California Electric Power Company

for Authority to Issue and Sell |

300,000 zhares of Common Stock Application No. 38849.
and $6,000,000 Principal Amount .

‘Pirst Mortgage Bonds, %

Series Due 1987.

In this proceeding, Californiz Electric Power Compary
seeks avthorization to issue and se;l 300,000 shares of its
common stock of the per value of $1 each and $6,000,000 in
principal amount of a new series of first mortgage vonds, and
to execute a supplemental indenture to define the terms of
suchh new bonds, all for the purrose of refinancing outstanding

indebtedness.

Applicent i3 engaged primarily in the business of
supplying electric energy to members of the public in poriions
of the Counties of Mono, Inyo, Kern, San Bernmardino and Riverside
in the State of Calilornmia, and in the Counties of Nye and
Pemeralda in the State of Nevada. A curmary stotement of

revenues and income for the last three calendar years is as

follows:
2954 1955 1956
Operating revenues $17,050,542 $19,019,084  $21,405,111
Other incone _ 221,239 172,446 257,253
Total 17,271,721 19,191,530 21,662,364
. Net income $ 2,469,270 2,108,243 & 3,577,675
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A condensed statement of applicant's bzlance sheet, as of
December 31, 1956, is as follows:

pcsets

Investment in propertics $ 92,798,655
Other investments by 304,259
Current czsets -

Cach and deposits

Recelvables

Materials and cupnlies

Prenayments

Total current assets 7,?21,926

Deferred debits ' 31,926
Total ‘ $105.,106,8246

Liabilities and Canital

Long-tern debt $ 50,492,000
Current liabilities -

Notes payable 34,000,000

Accounts payable 2,017,023

Aceruals R,917,462

Other current liabilities 10,352

Total current lizbilities 9,945,347

Deferred credits hyl34,
Preferred and preference stock 8,248,150
Comron stock equity -

Common stock 27,056,957

Surplus 5,250,248
Total common stock ecuity 32,287,205

Total $105,106,846

Applicant’s outstanding long-term debt at the date of
the balance sheet consisted of $49,500,000 of first morigage bonds,
maturing from 1976 to 1986 and bearing interest at razies ranging |
from 2-7/8% to 43%, and £992,000 of 3% debentures due 1960. Its
preferred stock comsisted of £5,248,150 of its $3 series and

$3,000,000 of its $2.50 series, and its common stock consisted of

3,200,000 shares of the par value of $1 each ané a book valﬁe,

on the basis of the balance sheet figures, of approximately $10.

For a number of years applicant hes paid quarterly dividends of

-2 -
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15 cents 2 share on its outstanding common stock but starting in
Septomder, 1955, the board of édirectors voted cuarterly dividends
of 17% cents a share and starting in September, 1956, quarterly
dividends of 19 cents.1 The reported rangesin the market prices
of the outstanding common stock on the American Stock Exchange
have been as follows:

1952 - 8-1/8 to 10-7/8 1955 = 11=7/8 to 15-1/4

1953 - 8-7/8 to 10-3/4 1956 - 13-3/4 to0 15

1954 - 10 to 12-1/2

The application now before us chows that 1% has been

applicantts practice to finance itself %temporarily with short-term
bank borrowlngs and from time to time %o refihance 1tself through
the sale of bonds, debentures, and shares of preferred and common
stock. In 1%ts balance sheet set forth herein applicant reports
$4,000,000 of short-term banlk loans outs+anding om December 21,
;956, and In Itc gpplication it reports additional dorrowinzs of
$2,0C0,000 since the date of the balance shee® and contempldted
borrowings of £4,000,000 morc before any proceeds from the sale
of the stock and bonds will beceme availzble. Applicant reports
that it expects such proceeds will be approximately equal to the
anmounts necessary 1o pay all the outstanding bank Loans, but
should there be any balances of such proceeds it will apply “hem
to the payment of 2dditions, extensions and improvements to its

faellities.

According to applicant'!s registration stutement, ¢arnings per
share have been as follows:

1952 - 89 cents 1955 -~ 91 cents
1953 -~ 22 cents 1956 - 97 cents
1954 - 73 cents
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On numerous oc¢casions the Commilcsion has roviewod
applicent's operations and feeilities and is familiar with the
growth In  1ts business and with the construction yprogram it nas

been required to undertake to provide service and with which 1t

1s faced in the future. Its oloetric constructlion expenditures

in 1955 were $11,128,000 and in 1956, $17,534,000, and they arc
estimated 2t $22,600,000 during 1957 including approximately
$3,800,000 for completion of the first unit at thé San Bernardine
Steam Plont, $4,500,000 toward a second unit of 60,000-kilowatts

at such plant, $1,500,000 toward the firct unit of 80,000-kilowatts
at the Axls Stcam Plant presently plamned for erectién near Yuna,
Arizona, $1,400,000 for completion of the new general office facili-
tles, and $9,000,000 for mew transmission and distribution lines
and substations. Construction expenditures for 1958 are estiwsted
at %25,250,000, including $3,200,000 for completion of the secend
wnit at the Scn Bernordine Steam 2lant oxnd 38,406,000 for construc-

tion at the Axis Steam Plant.

It 1s applicantts intention to offer its shares of common
stock and 1tc bornds for sale a2t competitive bidding and to open the
blds for the shares on April 2, 1957, =and for the bonds on April 9.
It Intends to sell its shares of stock to the highest cualificd
bidder and to sell the bonds to the qualified bidder offering the
lowest annual cost of money, the successful bid <o specify the
interest rate. At the conclusion of +he financing it 4s estimated
that applicant's capital ratios will consist of first morigage bonds
55.3%, debentures .7%, preferred stock 8.2%, and common stock
equity 35.2%.
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From a review of the application and the information
before us, 1t clearly appears that applicant will have need for
external financing to meet its short-term debt and to enzblie it
to proceed with ivs construction activities. In our opinion, the
money, property or labor to be procured or vaid for by the issue
and szle of the shares of stock and the bonds herein authorized is
ressonably required by applicant for the purposes specified aercin,
valch purposes, except zs otherwise authorized, are not, in whole
or in part, reasonably chargeadble to operating expenses orito

income.

The authorizatien herein granted ic for +he issue of
securitles only and is not to be construed as indicati#e of anmounts
©o be Included in a future rate dase for the purpose of determining

Just and reasonadble rates.

The Commission having comsidered thae above-cntitled natter,
and being of the opinion that a public nearing is nov necessary
and that the applicatiorn shovld be granted, as herein nrovided;

taerzfore,
IT IS HEREBY ORDERED as follows:

1. California Electric Power Compeny may issue not
exceeding 200,000 shares of its common stock on or before
December 31, 1957, and sell the same ct competitive bidding to

the highest qualified bidder. It shall invite the submissior of

bids by publication not less than seven dayc prior to the date

set for opening said bids.
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2.' California Electric Power Company may execute 2nd
deliver a suppiemental Indenture in, or substantially in, tke
same Torm as that filed im this proceeding as Exhibit C, and may
issue not exceeding $6,000,000 in principal amount of its first
mortgage bonds due 1987, and sell the seme at competitive bidding
to the qualified bidder offering the lowest ammmal cost of money

to applicant for the mew donds. It shall invite +he submission of

bids by publication at lezst seven days prior to the date set for

the opening of the bids.

3. Applicant shall use the proceedé from tkhe sale of
the shares of stock and bonds herein autkhorized for the purpoce
of paying outstanding short~-term bank loans and, if there remain
an& of such proceeds, of financing the cost of construction, com-
pletion, extension or improvement of its facilities. The zeerued
interest from the sale of 1ts bonds me2y be used for said purposes

or Tor general corporate purposes.

4. Immediztely following the opening of bids, California
Electric Power Company sheall Ifile a report with the Commission
showing the name of each bidder, the bid price and the cost of
money in the case of the bonds, znd the names of these o waom

the coatracts were awarded.

5. Within 60 days after the issue and sale of the stock
and bonds herein authorized, zpplicant shall £1le with +he
Commission four copies of its prospectus of each issue and 2
report chowing the amount of bonds and stock issued and sold,
the prices at which sold, the names of thoce to whom sold, and

The purposes Ifor which the nroceeds were used. VWithin six months




after such issue and sale, applicont shall £ile o statemens chowing
in some deteil the expenses incurred by it incident thereto and the

account, or aceounts, to which such expenses were charged.

6. The zuthority herein grented to issue and sell bonds will
vecome effective when appiicant has paid the fee preseribed by
Section 1904(d) of tae Public Utilitiec Code, waich fee is %3,500.
In other respects the authorization herein granted will become

effective on the date hereof.

Dated av San_Francisco » California, this / 7 %’

day of _2%/:)\/”/2_»

Cormiissioners

TPUBLIC UTILTIES COX m;s‘;{ |
i STATL O .CA.L‘&' QANZA




