Decisior No. ?/f Lo .

BEFQRE THE RATIROALD COMMIISSION OF 2
- SRADZ 0F CALIPORNIL.

———— . —

Iz the lMatter of the Avplicatioz of )
» . LNTERSTATE GAS COMPARY . )
© Ror a1 order aunthorizing the issuarce)
of stocxk axnd bonds and to purchase ; Application No. 7054

all tke property Lformerly owned and
used and operated by IMPERIAL VAILEY
GAS COURANY zow owned by Wale E0IR.

Burrell D. leighbors for applicant.

BY THE COMMISSION:

C2I3YTOX

INPERSTATE GAS COMPARY i the sbove entitled epplication
asks vermissior to iscue $100,000.00 of 7 ver cent. bonds and |
£150,000.00 02 common stock to a.cq_nire the properties formerly owzed |
by Imperisl Velley Gas Compary but mow owsed by W.F. Holt, o To-
construct and improve some of the properties amd pey £or 1icerce
:righ'ts‘, to uée tae THoyt process™ to manufacture gas.

"A hea.ring was had on this app;.icafion before Zxaniner
Goary et Los A.ngeleé on October L3the Consideration kas beon
given to the testimony snbrﬁittea at tke hbé:ine; anl to stat omen't_a
:fi'led‘ subsegquent thergto, and this matter isg now ready for decision.

¥.F. Zolt acquired at foreclocure ssle ‘.::.*.é properties .
formerly owned by Im;oe’rié.l Valley Gas Company. Under date of ,

July _zs, 1921, helé‘.‘.‘fered %o sell tho groperties to ;y.-'-::iéto:.-lé,
scting on behslf of Interstate Gas Company.  EHo egreed to sell
the pro;oertie# Zor .’{:SO,CO0.00' of Tirst mﬁrtga.ge 7 per ‘cent-'. bozds

et par of 20 or 30 y'earé. duration, st tie Rallroad COmmssion may |

o
ouﬁd;i“:‘}

-1 - SRR oo




determino, snd $125,000.00 of common 3£0CK. 'Roforemo will here-
after bo made to the Lssze of the §125,000.00 of stock.

W.P. Eolt Lz willing to sccept in peymort Zor the
proporties the $50,000.00 of Lirst mortgage donds, subjoct among
others, 4o the' condition that the purckasers secure $45,000.00 in
cash to improve the propertios apnd that the morigapge be 3; first
lien on all the properties except franchises and rigate-of-way loca=
tod elsewhere then iz ihe cities of El Ceztro and Imperiel.  Rights
of-way not locnted in the cities of E1 Centro and Impg;?ia;l and
fre:nchieos ot perteining to tae operation of tke ga.s ;pla.:'xtsrin
those cities srell pot be su.bjecf t0 the lien of the mortgage. The

' mdrtgage- 18 to contsin axn a.ﬁer-a.céuired Property clanse coverizg all im-

provements which may be made to the properties is the cities of El

Coentro and Imperia.l. .

Applicant proposes to secure the %AS,OO0.00 in cash
necessery for improving the sysvem tirough the sale of $50,000.00
of‘bonas.-- W. Dieterle, pm-esiaen': of Interstate Gas COmny; toE-
tified that iz his opinfion the bomde camzot be s0ld Withowt stock
being gﬁren as & bozus. t appeaxrs Lfrom the record that the con-
sideration waich W.F. Holt is %o receive for the propa:fieg is
$50,000.00 of £irst mortgage bonds snod that he 2008 zot intend to
raetain the :,33.25,000.00 of stocke. AS & mtter of Lact, it a.i:poare

from the testimony that the $125,000.00 of stock WAll be delivered
by Wl Holt to W. Dieterle and his asé:oqia.tes, wao plan on a1stribu~
ving come of tho stock &3 & boous Yo bond mcbaéers and rotain 'somo
ag their coxpensation for services rexzlered.

In additiZon to the $IR5,000.00 ¢ stock, applicsut asks
pormission to igsue £25,000.00 of stock for the purchese of an excln~
sive licexnse right to mse the "Hoyt processt for tke manuracture oF
gas. If applicant's reguests were gran'}‘;eé ard tke suthority exer-

cisod, it would have ouwtsiszding $150,000.00 of ztock and $100,000.00
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of dords.

The Railroad Commisaion by Decision No. 7826, ldated
July &, 1920, (Vol. 18, Opinions and Orders of the Ratlrcad Comzis
aion o2 Califofnia, PSe S511) authorized Imperial Yalléy Gae Company
to sell all of its pronert;es to whomsoever may purcnaae tae proper-
ties at foreclosure sale and authorized said purchaser to acquire
all of said proporties and sell all of said proPer*;es %0 the Invter-
stete Gas Company. In the Same docision, the Commission‘autho-
rized Interstate Gas com@any v agccuire all of said properties and
issue on or hefore Meceubor l, 1920, ix full payment therefor $150,000.

of stock.  The Commission in Deeisfozm 3O 7826 expressed the opi-
lon tast the Interstate Gag Compeny should 20t i3sme more then
$150,000.00 of its cormon s5tock o acauire all o’ the rroperties of
the Imperisl Velley Gas Comveny.

The Interztato Gac Compaxny 4i& mot issue any of the
stock ror nas it acouired tae properties. The properties were
3018 at Zoreclosure sale to W.P. Zolt, who £till owzz them. They
bave not beer opersied since sugust, 1920. .Somo of tho meters

. have been remeved ’rom T vate reyidencaa and placed in the were-~
Zouse. Some of the trunsmission line betwoen Brawley and Impe:ia.
‘bas bsen teken up. It apnoars thset there is no present intention
on the pert of thoee now intorested in rebnbﬁ.ita."ing +ho pa:'opertiea
$0 replace +the Brawley transmission l;ne, or sell gas in Brawley.
They irztend to coxnZine <wheir ovorations for the present at'leastnto
the E1 Coxtro and Imperisl properties.  Investigations made dy tke
Cozztssion’s engizeers &uring the eerly rort of 1920 show that the

properties were then inm a poor opersting copditfonm.  Since taen,

practicelly nothing™as bheexn done to improve the properties. 1o de~

tailed report or inforzation was 2iled in comnection with tris pro-
. céeding snowizg the presont condition of the properties. Arplicent
ko3, nowever, ";ed 2 staltonent in wrich 4t =2llegec that with an
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oxpenditures of 544,850.00 tho provertios ooz bo rehadilitated and
the maczinery necessary to menufaciure ges by the "Zoyt processT
iretelled. The Comxission's orgizeers are oF the oPinioﬁ tl:r.itv
$44,850.00 1s not sufZicient to place the proPérfiea ﬁ.n satisfac-
tory opéfating cond.‘.ts.o'r..: |
Mo Commizsion has rerotolore inlicated ow much stock it

11 per=it Interstate Ges Company “o itcsue 1o acquire the proper-
ties of Imporial Ealléy_cas Company. mhere wae no evidence intro~
duced which iz our opialoz justifies & reversal of the Comxission’s
opiniox and oxder :;Ln vecizsion Ro. 7826. The :ne'thoc‘i of fimncing
the accuisition and reradilitation of the properties, ;:ve believe,
to be wnsowsnd and will result in over-capitelization and impose &
burden of 2ixed charges wpor the properties. waich mekes thosir sus~
cessful operatioz vérj doubtful. Any bonde wkich ltw.pplica.nt zay &6~
sire to fssue shonld be 1ssued for the purpose of—:eb@bili:;a;tiig o
and fmprovizg tse properties esd mot Lor thoir acquisition.’

Beceauso épplicant ass submitted zo evidencé shbvriﬁg tha.tf it

cen aseguire the properties or tae basis owntlized iz Decisicn :Io;

- 7826, it doces nct appear o be neceeaé.ry at this time to discuse

forther the amount of stock whickh applican®t intends to issue in Ty

ment for an exclusive license right to use the "Eéy,‘tv.process" for the
nsoufacture of gd.s: nor the amount of stock that -#5‘.11 be ds.s-t_:ri'mted
23 & bonus to bond pwcha.sére or a3 cémpenmtion Zor services rer~-
derod by W. Dieterle snd his associetes; mor the esfimatod, cost o
a.dd-itions apd betterments and the estimatod opera'cing' revenmos :m&
expenses.  The Coxmission 741l copsider eny requests that may'oe
obnta;‘..nea iz 2 supplomental application,"‘profidé& guch vrequo’sﬁa‘ are
wredicated upon Decisfon No. 7826.  Uhat setiocn tho Somssion xay
take or spy supplomental application can obvioﬁsiy Ot be told wntil

the facte are yroperly belfore the Comziszioxz.
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INTERSRATE GAS COMRANY having applied to the Rsilrosd
Commission £or vermission to issme stock and vonds, a peblic hearing
having bveexn neld and the Commission having considoi'ed the eovidexce
submitted and being of the opinion Tkat thie e.pp’.u.cs.tidn skould e
fenfed without weoiudice: o |

IT IS ZERESY ORDERED, that the abdove oztitlod spplica~

tion be, and it is'heré‘oy, Condeld . witzomt preju&ice.

DATED é.t_San Prarcicseco, California, this 8th
day o December, 1921. |

. Commnissioners.




