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Decision XNo. ?/[3

EEPORE TES RAIIZR0AD COMIIISSION OF THE STATE OF CALIFORNIA

In the latter of the Application of

SESEE LIGET AND 200ER COURAYY

to transfer oroperty to SESPE 20VWER

SOR20IATION, ang SZSPE POwWER COXZ0- Application No. 5390
RATIOY to issue stock and bonds and

to mortgage oublic utility nroperties.

Franlk Buren, Jor goplicent.

2oy V. Revpy,Lfor Soutnern California
Sdison Company.

SRUNDIGE, Commissioner.

In tais proceeding, tke Rail;oad Commission is asked
tO'maké an order autiorizing vhe sale and transfler of proverties
40,and execution of a mortgege, ithe issue of bonds snd stoek by

' approving
Sespe 2ower Corporaetion, and/contracts for the ssle of electri-
cal energy and water. The immediste purpose sought by zppli-
cants in their cmended petition is permiscsior on behalf of Sespe
Power Corporation 1o issue bonds and stock to enable it to con~
svruct aydroelectric genersting plants.

Sesmne Light and Rower Coumpany, prior to the effective
date of the Zublic Utilitiles Lev, llarca 2%, 1912, issued according
to tae Tecords zerein, 1,00C,000. of comumon stock in exchange

for 640 acres of 0il and bduilding stone land, water rights for

both power and irrigation purposes covering all unappropriated

flow, being substaﬁtially all tae flow of the Sesve River,United




States Forest Service vermit for power purposes, rights of way Zor
roeds and treils, surveys, meps and general engineering date on the
project. The wvulue of these proverties, st the time the stoeck was
issued was, and even now isg, Iﬁ&@ﬁmmxspeculative axd unknowvn. It

ig of record, however, tanat Sespe ILight and 2ower Company up <0

June 30, 1920, expended for preliminary surveys, road and trail con-
struction, obtsining power permits and tae right to use water, fLor
salaries of exgineers and officers, the sum of $182,820.58, 02 waich
about ¥100,000. reprecents cash disbursements, and the remainder the

delivery of stock in vaymert for services rendered. 70 enable the

corporation to ralse necessary Junds, tie orincipal stockholders

agreed to and did turxn some of thelr stock back to the corporetion
t0 be re-s0ld by taoe corporation snd the proceeds used to carry for-
war&‘the enterprise.

It eppears that some 0X the vronerties of Sespe Light and
Povier Company are necessery for trhe esteblishmert and maintenance
of public utility eleetric and water plants, while other nroperties
are of a rorx~-vublic utility nature. Originally, it wes the inten-
tion of the stockholders of Sespe Ligkt arxrd Power Company to have
tzat corporation issue additional stock cnd issue bonds to construct
hydroelectiric plonts, and vhug ultimetely engage in both public and
nonpublic utility dusiness. “his idea ras beer abandoned, and it
is now vrovosed to transier to Sespe 2ower Corporation‘all proper~
ties necessary to instell, operete and meintain hydroelectric gen-
erating plents and enable the corporation to sell water Ffor irriga~
tion and other ypurvoses. The properties which Sespe Light and
Power Compaxy asks permission to transfer, are more particulerly
described in Exhibit "A" attached hereto.  Sespe Pover Corporation
will be authorized to issue $100,000. of stock irn psyment Lor thaese
propervies.

The elevation and size of reservoirs, the height of dams

the installed cavacity ol tae proposed power plants, appear in
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thae following table;-

- -
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In Bxhibit No. 15, oremered by Joan S. Bxstwood, consulting
engineer, avpplicanie report tiae esvimated cost of the Lirst unit of de-
velooment on the Sesne River,- that is, the construction of déms and in=-

3tallation of aydroelectric nlants relerred to in the preceding table
in ead along the Sespe River, at yu,722,748.

The Zngineexing Department of the Commission is of the ¢pin-
ion, and such opinion ic baseld upon the cost of constructing nydroelec-
tric plants at the prezsent time, that epplicants cztimatgd(const:uction
costs are too low. It reports the estimated cost at 35,500,000 com=-
pered with $3,782,748 reogorted by appliqants. The difference betweén
the two estimetes amounts to £1,777,252. The incresse in the esti-
meted cost renorted by the Commission's ergireers is caused by a revi-
sion of snplicents ectimated cost of conduilt lines, pean-~stocks,power
nouse equipment, trensaission lines and sllowances for superintendence,
engineering and convingencles. Jne Commission's engineers 4id not re-
vise applicants estimavted cozv of dams.
determine the exact cost oY tne plonts mrior to Vheir construetio
nevertheless atvtention should be celled to the differexce of oninion
among engineers es to trhe »robuble cost of taee nlants. Pne estimated
cosv of the »lents, as reported By cpnlicente anu by tre Commission®s

-

engireering departuent, is set Ioxrth in the following tudle;

-
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Applicants’ commiesion’s

;Enginoeixmg Dert.
Zstinate b Eatimate

$ 594,500
409,500
1,662,918
100,000
1,210,378
821,000

611,704

(1)

[T L ) ]

Buren Plant - complete

Kellerman Rlant -complete

Bredfield Auxiliary rlant

Bradfield Main Plant

Brain Auwxiliary Zlant

Brain Main Plant

Hammel Main 2lant

Engireering,Superintendence and
incidentals,

§ 550,000
365,000
43,000
1,268,364
44,000
848,164
604,220

[ 1] -.D L2 B ] ]

e 00 DL 5% 0k 20 B0 w0 40 RO Rep 2 @

St 0P 5 B SR M) &0 B2 B W

°r 29 £}

John S. Eastwood included his sllowancesior engineeriﬁg;
gsuverintendence and ircidentals in the cost of each plant.

There is also & difference of opiniorn between the engineers
of applicants anmd of the Commission as to the plant output. The
records of water surply are very fragmentary and unsatisfactory in the
opinion of the Commission'®s engineeré. In his final report, JoIxn
S. Eastvood estimated & plant outyput of 197,962,017.6 kilowatt h&u:s,
while the Commiscsion’s engineeré consider that only am aversge annual
output of 75,000,000 kilowatt hours can be depended upon. The
stresx flow rocords, as existing, sJ:fow the run-o0ff of the Sespe
River to be F£lashy, -large percentages of the entire armual xun-off
occrxring in one or two storms. while there may have been abnormal
run-offs, such as indicated by applicants repori, of several nundred
thousend scre feet, tiey may have been caused by heavy rain falls
80 close together that it would have been ixpossible to




8tore the water, in reservoire whose total capacity is 85,241

acre feet. Applicsnts engineers figure on £illing the reservoirs
about 2-1/4 times, while the Cormdission™s engineers take the posi-
tion that the reservoirs might de filled<once each year, but also
call atten?ion that using John S. Tastwood’s computed run-offs,
there wore five years out of the twenty, when the reservoirs -
world not have been filled, gnd that the average output for 20
yeaxrs past, - had these plants been installed- would have beexn
76,000,000 kilowatt hours.

Sespe ILight and Power Company hes entered into -
a contract with the Southern Cslifornis Edison Company, whick,
subject to certain coxnditions set forth in the comtract, agrees
to purchase at 1/.2 cent ver kilowatt hour not less than
60,000,000 ktlowatt hours of electrical energy, provided the
plants instslled are sufficient %o produce this amount, sund
that there is available water sufficiert to yield 60,000,000
Hlowatt hours of electrical cenergy per snnumw. The sgreement,
among othexr things, provides thut the upper and intermediate
plants of the f£irst wnit, and plantsof all other units hereafter
constructed, shall be opersted and water let down for power
purposes in accordance with the directions ol the Edison Companye
The lowest vlant of the first upit may be opersated so that the
water nsed ithoreir may be msed primarily for irrigation purposes.

The agreement further yprovides that at any time after
5 years of operation of 2all the plants




except the lowest, for power purpoeses primexrily, the Secpe Company

may change the ylan of operation an& onera{e all Of i£§ ﬂlﬁﬁtg ﬁ!l-

marily for the yurpose of furnishing stored water foxr irrigetion.
Irf this i3 dopo, the Tdison Company 1s rolieved from its obligatioxn
of taking a minimam of 60,000,000 dlowatt hours of electrical energy
per enxum. In general, 1% may be said that the agreement conten-
vlates that the pdison Compary will take all the electrical onergy
generated by Sespe Compary less the amount.usad by the Sespe Company,
80 lorg &S the purchase of such energy will not prevent the Edison
Company from conserving and using to ite greatest benefit all electri-
cel emergy genersted in its present hydroelectric generating plant
and those hereafter constructed. The Commissior is asked to approve
this contract, which is extered intc by Sespe Iight and Tower Compaly
and Southern California Edison Coxpany, and approve tre assignment of
the contract by Sespe Light anld Power Company to Sespe 2ower COrpo-
ration.

™o Commiseion is also asked to approve an ovtion contract to
be given by Sespe Powerx Corporation to Sescpe Pevelopmoernt Company, SOV—
ering the sale of water. It is of record that there 1s no markzet for
this water at present, end the contract is so drawn that no 1iability
attaches to the purcraser unless it f£inds o market for the water and
is sble to finance and construet the works necesSsary to deliver the

water to the userss Such a contract can scarcely be considered of

eny value in & proceeding of this nature, and the Commission does not

feel that it is necessary Ior it to epprove the contract at this time.
The sale of the water is & motter which can be token up in & new L O
ceeding, or by & sapplemental petition in this proceedinge.

There is oum f£ile in this proceeding & GOPy OX the proposed
mortgage or deed of trust, which has been market Zxhivit “C". The
or deed of trust is intended to ve a lien on all the property

,own - at tke time the mortgage 18

nortgage

which Sespe Zower Corporsavion may




executed, or which it may thereafter acquire, for the purpose of securing
the payment of $10,000,000.00 of & per cent 30-yoeor bonds. It anxho--
rizes the trustee to certify forthwlith $3,000,000 of bonds, or such other
amourt a8 the Railrosd Cormission mey suthorize to be issued for the pur-
pose of paying foi the coustruction of arplicant’s™first wnit"” of elec-
trical develorment. The rémainder of tkhe bords may be certified by

the trustee from Yime to time to pay for 75 per cpnt of the cost ¢f addi-

tions and betterments, provided the net income for 12 months ended two

months prior to the £iling with the trustee ¢f.an application for the
cexrtification of bonds is at least equal to one and a half times the
interest on all honds issued, together with the interest on all bonds
which the trustee is asked to certify. If an application for certifi-
cation of bonds is filed with the trustee prior to April 30, 1923, the
earnings of oaly six months need ve taken into account. The propssed
mortgage or deed of trust obligates the compary to deposit with the
trustee annually from 1924 to the maturity of the bonds cash equal in a-
mouzt to ome per cent of the face value of all bonds outstanding and
not previously called for redempiiocn. Tke money so depcsited may be
used oitner to rodeem bonds or to pay for additfons and betterzents,
sgeinst which mo further bords may be Iissued. .

The Commission is asked to make an order authorizing
avplicant, Sespe Power Corporation, to issue stock and bonds at such
prices and upon such terms and conditions and in such smounts &8 the
Commission mey deem proper. Uxtil applicant has found a real market
for its water, there appears to be comsiderable macertainty about its

net esrrings. e interest on outstanding bonds should be less than

the most comservative estimste of net earnings, and I am therefore, of
the opinion that not more than $2,000,000 of bonds should be issued.

The remsinder of the moneys necessary 1o puild the hydroelectric plants,
wpder the conditions disclosed by tre record herein, 8hould be obtained
from the sale of stock.. mne authorized stock issue of the SO?pe
Powexr Corporation is 1imited to $1,000,000. It will be necessary for

'l




the compeny to amend its articles of incorporation 8o as to permit of
s larger stock issue and ir a Zormal yroceeding ask permiésion to
issue additionsl stock if it intends to proceed with the corstruction
of the planté. Concurrently with or ?rior to tae sale of every
$1,000.00 of bonds, the company must/ziﬁieast a&iiﬂ&l.ooo.oo o2 stock.
All moneys obtalned from the sale of boxds and stock should be deposi-
ted in-a bank or benks and not expended excedvt a3 authorized dy the
Commission. If for any reason, the compsny is unadble to finance the
project at tais time, any moneys collected Lrom purchasers éf bonds
and stock shall be returned to them less guch an amount a8 the Commis-
gion may determine to be a proper allowance f£or the vayment of comm@s-

sions and exypenses.

I herewith submit tke following foxm of Cxder:

0 R D E R.

SESPE LIGET AND POWER COMPANY having applied to the
Reilroad Cormission for permissiom to transfer certain properties to.
SESDPE DOVER CORPCRANION end SESPE POWZR CORZORAIICR having asked per-
mission to purchase said properties, to execute & morigagse or ﬁeed o
trust and issue bonds and stocks and to exter into contracts for the
gele of electrical emergy ard water, & public hearing having beex held
and the Cormmission being of the opinion that the money, property or
labor to be procured or psld for dy the issue of stock.and bonds herein
autrorized is reecsonably recuired for the purpose oOr purposés specified
irn this order, and thetvthe experditures 20r SUCh PUrpose Or purposes
are not in whole or im part reasornadly chargeable to operating oxpenSes

or to income; 7
I IS EZREBY ORDERED, that SESPE LIGET AND POWER CQU-

sANT be, sud it i mereby, suthorized to sell and transfer to SESEE

DOWER CCRPORATICN in exchaage for $100,000.00 of stook of gaid SESZE

20TER CORDLRATION the properties described in Exhibit "A" attached

hereoto. 8




I IS ERESY TURDEER ORDERED, that SESTE SOWER CORPCRATION
be, and it is heredvy, authorized to execute 2 mortgage or deed of
trust substantially in tize same fTorm as tie mortgage or deed of trust
£iled in thisz proceeding and marked IExhibit "C™, »rovided that the ap-
rrovel hereir given of said mortgage or deed of trust is for the pur-
pose of thia proceeding omly, axd axn approval in so far as this Commdis-~
gion has Jurisdiction under the terms of the Pudblic Utilities Act, and

is not intended as sn approval of said moxtgage or deed of trust as to

such other legal requirements, to which sald mortgage or deed of trust

may be subject.

I? IS EERERY FURTHER OZDERED, thet SESPS LIGET AND 20WER
COMPANY bé, and it is hereby, authorized to erter into a power sale
agreement with Southern Californis Zdison Company substantially in the
same foxrm &8 the sgreement filed with this Commission or May 11, 1920,
and assign such agreoment to the SISPE DOWER CORPORATION.

I IS EFRSBY FURTESR OFDERED, that SESPE POTER CORDORATION
be, and it is hereby, autkorized to isszue $1,000,000.oo of its common
stock end $2,000,000.00 of 6 per cent 30-year donds.

The autkority herein granted is subject to fartrer condi-
tions as follows:

1.-=0f the stook sutrorized to bve isaued, $100,000 may be delivered

to Sespe Iight and Rower Company &t par in payment for
the vroperties described im Exhibit "A" attached hereto,
and “he remainder of the stock sold for cash at not

less than par. The bozds shell be sold for cash at not

less thar 80% of their face value plus accrued interest,

provided that concurrenmtly with oxr prior to the sale of
every $1,000.00 of bends, the company must sell at least
v$1,000.oo of stock at not less than par. For the reason

set fortk iz the opinion,it will be necessary for Sespe
Dower Corporation to f£ile an application for permission

to issus additional stock if it intends to proceed with

the congtruction of the hydro electric plants refexxed. to
in this applicatiozn.




2.--411 proceeds obtained Lrom the sale of stock and bdbonds nerein

authorized shall be depcsited with a bank or banks and
expended only for suck purposes a3 the Reilrced Commis-
slon may hereafter authorize, -it being understood that
none of the proceeds will be expended until applicant,
Sespe 2ower Corporatioz, has sufficiert furds on deposit
t0 enable it to expeditiously construct its plants, and
that if it is unable to Linance the construction of its
Plants, all momeys collected will be returned to the

vurchasers of stock and bonds less such an amount as may

be allowed by the Commission to cover stock and bond sale

exponses.

J.-=Sespe Power Corporation saall f£ile with the Commission the name and

4 .~=Avnlicant,

nogtoflice address of each stock and bond subscribder,
togesher with trhe amount of stock and bonds subscribded
for and the payzment made by each such subseriber.
Sespe Power Corporation, szall keep such record of the

issue and sale of the stock and bonds herein suthorized,

- and of the disposition of the proceeds, &8s will ensble

it to 2ile on or vefore the 26th day of eack moznth a
verified report, as reocuired by the Railroad Cormission?s
Genéral Order No. 24, which order, in so far &s applica-

ble, is made a8 part of this oxder.

S.==The aguthority herein granted will znot become effective until appli-~

cart, Sespe Dower Corporation, has paid the fee prescribed

iz the Tublic Ttilities Act.

6.-=The authoriity horein granited will apply orly to such stock and

bonds as may be issued and sold or or before April 1,

lozl.




7.--3espe Power Corporatior saall file with the Reilroed Commission
8 verified copy of the deed under which it holds
title to the property which it is herein authorized
to acquire through the issuwe of $100,000 of its

common cawnital stock.

IT IS EERERY PURTZER ORDERED, thet this application,
iz so far as it relates to the sale o2 water, be dismissed without

rrejudice.

The foregoing Opinion and Order are nereby approved
and ordercd filed as the Opinion and Order of the Railroad Commission
of tho State of California.

\
~t,
Dated at Ser Francisco, California, this :7‘77 ~

day of Sewntember, 1920.

N

anr DAk
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G bm.’s’on'.'}-"‘
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Conmissioners.




Applicants ir Zxhidit Ne. 20 deseribe the wroperties which ~
SESTZ IIGER ARD 20WER COYRANY asks permisaicn to trancfer to SESIE

DOYER CORPORATION, &8 £ollows:

ml. Rigat of way Jor roads and trails, conduits,
tannels and pipe lines, right Lor reservoir sites, dam sites and
power house sites, and such canp sitee as mey bo recessary in
cpnnection with the construction, cperatior and meintensnce of
the Compeny’s Eydrcelectric ard irrigation plants end systenms,
accoxrding vo yplens on file with the District Forester, Urnited
States Forest Service, Sem Francisco, Cel., the State Water
Commission of the Stete of Celifornia, and the Rellroad Cormis-
aion of the State of Celifornie, and any modifications or amend.
nexnts thereof, upon and across the following descrived lands:

. Lots gix (6) and sSeven (7}, Section 2, Township
Pour (4) Noxrth, Range Twenty (20) West, San Bermardinoe Base and
Meridiaxn, Ventura Cownty, Califorzis;

i Those certain lots, pleces or percels of land,
situate, lying and being in the Cownty of Verturs, State of
Celifornia, axnd particularly described as Zollows, to-wit: "Red
Rose,™ "¥ild Rose," "Saamrock™ exnd "Thistle™ Rlacer Minin
Claims, &t recorded in Book 19, 2ages 300, I0L, 313 and 3.4, re-
spectively, and the "Ieke™ 2lscer Mlining Claim, a8 recorded in
Book 21, Page 218, of Xining Cleixs, in the office of the Comnty
Recorder of seid County, ané being whez official surveys are

extended, the West one-half of the Southeast Cne-gquarter (W%sgig,
b 4

the Southwes:t Cxe-guarter (SU%), the Nortawest Ore-quarter (NW
and the Test Cze-half of the Nortresst One—gunarter (WANET), of .
Section Twenty-Twe (22) amd the Southeast one-cuarier (SB"-S of
Section Fifteen (15), respectively, all in Township Five ?5) Rortk,
Range Twenty (20) West, Saz Zermardino Merldiem;

m2. That certain right of way and right to pass over,
aoross and upor the privete road and trell along the Sespe Creel,
commencing &t the termini of the Vextura County public road, at or
nesr the center of Section Ozme (1), Towaship Four (4} Rorth,
Ronge Twepty (20) Test, S.B.M. and extending ip & general norther-
ly direction, followirg the course ol ss4d creek, to the Company’*s
Caxps, ir the Towrship Five (5) North, Renmge Twenty (20) wWest,
S.B.X., located st & point wkich would be approxicately in the
center of the Jorth linme of the Dortheast Quarter of the Soutkesast
Quarter (NEZSEL) 02 Section Twenty-two. (22), ssid towaskip and range,
i? +he section lines of said township were extended, and more Dar-
ticularly set fortk in that certain stipulation made and entered ixto
and filed with the County Clerk of Venturs County, CaliZormnis, in
the cagse of the Sespe Light snd Power Coxpany VS. seorge J. Eorley,
etel., No. 5524, deted april 5, 1915.

w3, That certain Finsl Power Dermit issned by the United
States Department of Asgricuiiure, Torest Service, to Sespe ILight and
Dower Company, dated the 8th day o2 Octover, 1917, and all exten~
sions and amepdments thereof, suthorizing +the Compeny to0 ocecupy snd
wgse certaib National Forest Lends for the construction, mainténance
and overation of ceriein dams, conduit lines, power house, and trans-
miceion lines, on and along the Sespe River, in the Santa Barbars
Jational Forest, Venlura Couaty, Celifornis, to which geid permit

d the maps and field motes accompanyirg the application thq:efor. ‘
ggd the asﬁignmﬁnt thereo? %o Sespe Rower Corporation, oOn £ile witk the
District Forester &t Sax Proncisco, Californis, reference is bereby

(.




ecificelly made for a more particulsr deseriptior of rights and
ivileges acquired thereby.

"4e-- The right to aprropriate for power purposes olghty-
eight (88) cubic feet per second of the waters of the Sespe River,
in Verturs County, Californis, grented to Sespe ILight and Power
Coxpeny by the State Weter Commission of California by Permit lJo.
264, dated the 18ta day of spril, 1517, FmmiccaarrainCOIXIne
Pworcduocpmeskkax to weich permit relerence is hereby svecifically
made for s more pariiculer descrivtion of the rights and vrivia-
leges theredby granted.

"5, The rizht to appropriate Lor power purposes Iwo
Hundred and Fifty (250§ cubic FTeet por semond of the water of
the Sespe River, in Venturs Courty, Celilorals, granted by tke
State Woeter Commission of Califormis by Dermdit lNo. (Appli-
cation Xo. 1317), dated the day of y 1920, to whiokh
avplicatior and permit reference Ts hereby specirically made for

e more particular description of the rights end privileges thereby
granted.

Sp
T

"6 .-- Pendirg the epplication Zor a pormit to appropri-
ate Tor agricultural purposes two hundred and ity (260) okbic
feet per second o2 the waters of the Sespe River, in Ventuxra. -
County, California, as per Applicstlon No. 1250, £iled April 19,
1919, to which application refereace is neredy Svecifically mede
or & more perticular descripilon of the rights snd privileges

thereby granted.
MOGENEES Mtk all other properties owned by Sespe

Iight and Dower Company Zecessery for the construction, operavion

and meiptenence of public uitility nydroelectric generating pisntis

and weter planic.




