ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. 6146

In the Matter of Application of
California Electric Power Company
for Authority to Issue and Sell
$8,000,000 Principal Amount First
Mortgage Bonds, % Series
Due 1991.

Applicatlon No. L3447

CPINION

On May 29, 1961, California Electric Power Company
filed this application for authorization to execute a supple-
mental indenture and to issue and sell $8,000,000 principal

smount of first mortgage bonds.

Heretofore, pursuant to authorilzation granted by the
Commission, applicant has executed a first mortgage indenture
and eleven subsequent lndentures, supplemental thereto, and,
under the terms of guch instruments, has issued first mortgzage
»onds of several series, of which $79,500,000 in principal
amount were outstanding as of March 31, 1961. At this time,

applicant proposes to execute a Twelfth Supplemental Indenture,

defining the terms of a2 new series of bonds and to lasue

$8,000,000 in principal amount of such new series of bonds
which shall mature on July 1, 1991, and shall be subJect to
redemption at an initial regular redemption price beginning
July 1, 196L, and ending Junc 30, 1962, which shall be
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equivalent to the initial public offering price of the bonds, or
10C% of the principal amount, whichever is greater, plus (a) the
rate of interest on the bonds and (b) a premium of two per cent
of the principal amount, but in no event to exceed 108% of the
principal amount, and thereafter at amnual reducing amounts.

The company proposes to sell the $8,000,000 of bonds at com-
petitive bidding, the price and interest rate to be specifiled

in the successful bid.

The purpose of the financing 1s to enable applicant
to discharge a portion of 1ts short-term borrowings from Bank
of America National Trust and Savings Association which
presently total $9,500,000 and which represent interim finan-
cing of capital additions and improvements. The company's
electric construction expenditures were approximately
817,340,000 in 1960 and 1t 1s estimated they will aggregate
$12,650,000 in 1961 and $15,460,000 in 1962. The company

expects to obtain funds for 1ts 1961-62 construction program

from.Internal sources, short-term bank loans and the sale of

acdditlional securitles when and as required.

A review of the application shows that 1t has been
applicant's practice to issue short-term bank notes for interim
Tinancing for its additions and betterments and, from time to
vime, to refinance by the issue of long-term dedt and shares

of preferred and common stock. Its capital ratios as of the end
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of 1960, as adjusted to give effect to the proposed sale of bonds,
are as follows: First Mortgage Bonds 56.6%, Cumulative Preferred
Stoek 13.5%, Common Stock and Surplus 29.9%. Applicant's finan-
clal statements, which have been presented as exhibits In this
nroceeding, show that as of March 31, 1961, 1ts current and

acerued assets amounted to $9,579,875 and its current and acerued

1iabslities to $14,524,055, including short-term notes.

Upon consldering this matter, 1t clearly appears to us
vhat applicant’'s internal funds will not be sufficient to enable
the company to liquidate its obligations and that 1t will have
need for funds from external sources in order to improve 1ts
¢ash position and to proceed with its construction activities.

Accordingly, we will enter an order granting the application.

The approval indlcated herein is for the i1ssue and
sale of bonds and 1s not to be construed as indicative of
amounts to be Included in a future rate base for the purpose

of determining Jjust and reasonable rates.

The Commission having considered the above-entitled
matter and being of the opinion that a public hearing 1s not
necessary, that the application should be granted, that the
meney, property or labor to be procured or pald for by the
issue of the bonds nerein authorized 1z reasonadly required

by applicant for the purpose specified herein, and that
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such purpose, except as otherwlse authorized, is not, in whole

or in part, reasonably chargeable to operating expenses or to

income; therefore,

IT IS HEREBY ORDERED as follows:

1. California Electric Power Company may invite the
submission of sealed, written bids for the purchase of $8,000,000
aggregate principal amount of its first mortgage bonds, such
Invitation for bids to be published at least five days prior
to the date set for the opening of the bids.

2. Californla Electric Power Company may issue and
scll said $8,000,000 of vonds at the price offcred in said
bids which will result in the lowest annual cost of money

to applicant.

3. California Electric Power Company may execute
and dellver its Twelfth Supplemental Indenture, said Indenture
to be substantially Iin the same form as that filed as Exhidbit
C in thils proceeding.

4, California Electric Power Company shall use the
proceeds from the sale of i1ts bonds for the purpose set forth
in this application. The accrued interest may be used for

such purpose ¢r for general corporate purposes.
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5. Immediately upon awarding the contract for the
sale of the $8,000,000 of bonds, Californiz Electric Power
Company shall file a written report with the Commission which
shall show, as to each bid recelved, the name of the bidder,
the price and Interest rate, and the cost of money to applicant

based upon such price and Interest rate.

6. California Electric Power Company shall file
with the Commission a report, or reports, as required by
General Order No. 24-A, which order, insofar as applicable,
is made a part of this order and shall also file three coples

of its prospectus.

7. The authority herein granted will become
effective when California Electrlic Power Company has paid
the fee prescribed by Section 1904(b) of the Public Utilitiles
Code.

Dated at San Francisco » California,
this 207 day of JUNE , 1961.
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