| ‘Decisﬁ.on No. 25168

BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SAN GORGONIO ELECTRIC CORPORATION,
a California corporation, for an
order authorizing acgquisition of
properties and the lssuamce of pre- Application No. 18261

ferred and common shaeres pursuant ﬁ} ‘_
TN
Gl

to reorganization plan.
0'Melveny, Tuller and Myer and
Grahem L. Sterling, Jr., DYy

Graham.L.“Stérling, Jr., for applicant.

BY THE COMMISSION:

QPINTION

The Sen Gorgonio Electric Corporation asks permission to
jesue 3730 shares of 2o par value prerefred and 3994 shares of 10
par value common capital stock, for the purposes hereinafter siated.
It also esks thet ‘he Commission grant to espplicant such certifi-
cate 0f pudblic convenience or necessity or such other franchicses
or operating rights as may be necessary Or proper in the judgment'
o2 the Commission, to enable applicant to utilize and ope:até the
properties which it intends %o acquire subject to the terms and
provisions'or the lease to The Southern Sierras,?ower"Company.'

This application involves the re-rinancing of the Pro-
perties formerly owned by San Gorgonio Powef.COmpanyAand at the

time  this application wes filed, owned by San Gorgonio'Powe: T
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poration, Lté. During 1929 as a result of a trustee’s scle,
proceedingé had pursﬁant $0 the terms of the indenture sécuring
the genersal and refunding bomds of San Gorgonlo Power Compazy,
the properties were acquired by Sen Gorgonio Power Corporation,
Ltd., subject to the lien cnd operation of the indenture securing
+he payment of the Zirst mortgage seven percent serial gold donds
of San Gorgonlo Power Companye. 2Because of the defaul? iz the
paynent of the interest due on the first mortgage dounds, and the
default in the payment of the principal of bords which have here-
tofore become due, & bondholder's committee vas organized. This
cormittee hes prepared and submitted to the dondholders a reor-
genizetion plan, & copy of which 15 filed in thisz proceeding as
Exhibit mA".

Théie are now outstanding against the properties of Sanm
Gorgonio Power Corporetiom, Litd. £373,000.00 of seven percent
Tirst mortgage bonds issued By the San Gorgonio Power Compexny,
$90,700.00 of preferred stock and $135,000.00 of common stock
issued by Sen Gorgonio Power Corporation, Ltd. These Latter

securities were issued without authorization from the Railrosd
.Commission, In 2dditicn, the company reporte $37,870.00 of ma~
tured axnd unpéid interest on the first mortgagé bonds for 1930 and
1933 and further reports that there are $13,335.00 of interest‘cou-
pons due October 1, 1928 and $1%,090.00 of interest coupons due
October 1, 1929 pledgeld as security for the payment of notes.
It 1s of record that $355,000.00 of the first mortgage

bonds and interest coupons due ip 1931 end 1930 have been de-

posited under the reoxganizetion plan. There likewise have been




deposited the interest coupons due on Qctober l; 1928 and October 1,
1929. The reoxganization plen contemplates that there will de .
1ssued to the holders of the $373,000.00 of outstending bomds of
San Gorgonilo Power Company 3730 shercs of no par value preflerred
stock and 3730 shares of no par velee common stock. The owners
of the interest coupoms due on October 1, 1929 and on October 1,
1928 are to receive 264 sheres of no par value common stocke

The erticles of imcorporation of the San Gorgonio Flectric
Corporetion, which i: belng orgenized for the purpose of acquiring .
the properties rozmerly owne@ by San Gorgonio Power Compeny and |
now by the San Gorgonic Power Corporation, Ltd. will provide that
the prererred sheres of stock shell have the roliowing privileges

of preferences:-

1. Preferential dividends at the rate of $6. per shere
por annum, cumulative from the dete of issuance;

2. Redeemadle ir whole or in part by lot on any &ivi-
dernd payment date, at $105. per share plus ac-
crued and unpeid dividends;

Preferred &s to assets in the event of voluntery
dissoluvion or ligquidation to the extent of $105.
per share plus accrued ernd unpeid dividenés, and’
in the event of izvoluntary dissolution or li-
quidation to the extent of $100. per share plus
acerued and umpaid dividends;

Retirable either dy purchase or redemption at prices
nov exceeding the redemption price, from a sinke-
i fund to e created, into which shall be peid:
(e) at least 50% of all net enpual earnings Trom
every source efter deducting the (1) amount nec-—
essary V0 pay all accrued ard uppeid preferentiel
dividends, (2) amounts necessary to pey prefer-
ential dividends for current year;(3) all costs
and expenses of operation, maintenance and a
proper charge for depreciation.

Non~assessadble.

Voting rights on the besis of one vote per share.
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ere %o
Tke artlcles of imcorporation further provide that the

3993 shares of coﬁmon svock which the applicant pioposes to issué
are 10 be nonrassessable, without par value, and entitled to ot~
ing rights on the basis of one vote pér shaXres .

‘Répo:‘ts f1led with the Railroad Commission show that up
To December 1, 1929 there was expended on the properties then
. owmed by the Sex Gorgonio Power Compexy the sum'of’$50$,826,885
On Jemuery 1, 1930 when the books of the new compan&*were‘opened,
these seme properties were reported at & cost of $662,962.17.
Ve are advised that the increase of $157,135.29 was the result of
an Appraisal, This eppraisal hes never beer submitted to the
Commission end we will not recognize it for the purpose of this
proceeding. The properties were sequired and built since 1923
and ir our opinion there is mo justification ré: incressing their
cost by the sum of $157,135.29.  The 1930 and 1931 ernual Tew
ports show no ezpenditurés for additions end bettermentz.

Since the inception of the company's business in 1924

the compeny’s gross imcome or loss, that 15, the amownt availedle

o vay interest or dividends, has been reported as follows:e

YEAR INCOME 1.0SS
924 316, 794.58 prym—
1925 . 688.86 ———
1926 - 16,420.84 ——
ls28 6,678449 -———
1929 4,195.60 ————
1920 11,856.1% ———
%931 ———— $2,063.49

The testimony shows that the earninge for 1932 may exceed

the earnings of any previous yesr.  The avorage annusl net ine

come for the perlod that the properties have been in operation
hes been sbout $13,440.00.




The Zluctustion in the earnings of the compeny is caused
primerily by a veriation in rainfall. The entire output of the
compeny’s ﬁ&d:oelectric Plants is purchased dy The Southern Sierras
Power Company, by whom the plants are veing opefated.

In view of the fact that the preferred stock of applicant
1z redeemadle at $105. per shere, in the event of the voluntery
dissolution or liénidation o the company, and ié entitled %o $100,
Per shere ir the case of involuntary dissolution or liquidation of
the compaeny, 1t 1s our opinion %that for the purpose'or this pro-
ceeding, this stock may be considered as having a valuo ot £100.
per share. ' |

The reports which the San Gorgonio Power Compeny and its
successor, the San Gorgonio Power Corporation, Lfd.,riled with the
Rellroad Commission indicate that the cost of the properties of
the San Gorgonio Power Company has deen approximately $505,000.00.

We o not believe that the earnings record of these pro=
perties warrents the issue of 3730 shares of $6.00 per Share cum-
uwlative preferred stock. It occurs %o us that the properties
should be‘re-rinanced on & basis which ig more in keeping with the
eerning record of the properties. The order herein will vermit
the San Gorgonio Electric Corpdration t0 issue in exchange for
the $373,060.00 of outsiznding dbonds, 2611 sheres of cumuletive
preférred stock and 2611 shares of common stocke The company,

il necessary, may also issue 264 shares of commop’, stock in exe

chenge for the interest coupoms, to which reference has heretofore
been made, |




ORDER

The Cdmmission having been asked to enter itc order, as
indicated in the foregoling opinion, a pudlic hearing having been
hed on this application before Exeminer Fankbauser, the Commission
hevinzg considered the evidence submittéa at such heering and being
of the opinion that San Gorgonio Electric Corporation should be
permitied to issue not exceeding 2611 sheres of preferred stock
and not exceeding 2875 shares of 1its common capital stock Tor the
purpose of refinepeing the properties formerly owned by San Gor-
gonilo Power Coﬁpany and referred %o in this proceediﬁg, that the
expenditures for such ;purposes. are mot, in whole or im part,

reasdn&bly chargeadble o operating expenses or to income, and that

this application insofar as it involves the issue of 2238 shares

of stock should be dismissed without prejudice, thefefore,

IP IS EXREBY DECLARED AND ORDERED as follows:e

The Railroed Commission hereby declares thet public con~
venience and necgssity require and will require San Gor-
goﬁio Electric Corporation, from amné after the date
hereof; to operate and meizntain the properties which 1t
will acguire pursuant t6 the foreclosure sale under the
trust indenture execcuted dy San Gorgonio Péwer Company,
subject to the termc and provisions.of the lease of
the southern Sierras Power Company, referred to in such
trust indenture.

2. In oxchange for the $373,000.00 of oﬁtstanding £irst mort-
' gage seven percent'bon§s issued by the Sam Gorgoniec

Powex Company, San Gorgonic Electric Corporation.may




lssue, after the date hgroor\and prior %o Decenm~
ber 3L, 1932, not exceeding 2611 shares of its
$6.00 pér share cumulative preferred stock‘and
261l shares of commonr stock, it being understood

- that 1T not all of sald bonds are deposited under
the reorganization plar filed in this proceecding
as Exhibit "A", stock may be issued only iz Pro-

portion to fhé amount of bonds deposited.

Sen Gorgonio Electric Corporation may issue after the

date hereof and prior to December 2L, 1532 in
exchange for the coupons due October 1, 1929 and
October 1, 1928, to which reference is made in

the foregoing opiniom, not exceeding 264 shares

oL Ii%s common capital stock.

Sen Gorgonlo Electric Corporation shsll, within sixty
(60) deys arter acquiring the properties purchased
at the foreclosure sale under the trust indenture
executed dy San Gorgonlo Power Company, file with
the Rallroad Commission e certifiecd copy of the
deed under which 1t acquires and holds title %o
sald properties, and a copy of the Ireport or re-
ports filed witk the court showing the proceeds
reallzed from the sale Of the properties and the
expenditure of such proceeds.

San Gorgonio Electric Corporation shall kKeep such re-
cord of the issue of the stock hercin autkorized
aﬁd of the disposition of the proceeds as will
enadble 1t to rile, on or before the 25th dey of

-




each montk, a verified report, as required by the
Railroad Commission'’s Genersl Order No. 24, which
order, insofer as applicadle, is made a part of
this ordler.

6. This applicaetion insofar as it involves the Llssue of
2238 sghores of stock is= hereodby dismissed without
projudice.

7. Unless otherwise horein stated, this order will beccme
effective %twenty(20) days after the date hereof.

DATED at San Francisco, California, thie 4259 day
of Sepuember, 1532,

Lo cusldely
//// cz;
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Commissioner




