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Decision No. 2068Q

BEFORE THS RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of
LEQONARD P. WIKOFF
Tor autbority to assign and transfer
to Desert Valley Utilities, & corpora- 7
tion, a certificate of public conven-
flence and necessity to exerclse certain
rights and privileges under Ordinance
437 of the County of San Bernerdino
granted by Decizion No. 29212 end 29531,
Application No. 20642 of said Commis~
sion; and of sald Desert Valley Utili-
tiesk;or anthority o issue and sell
stock. ‘ ‘ g

Application No. 21060

Paul Overtom, for applicant.’

BY THE COMMISSION:

CPINTION

In this application, as amended at the hearing had on April 1,
1937 the Commission is asked to emter its order authorizing Leomard P.
Wikoff to tramsfer vo Desert Valley Utilities a certificate of public
convenience and necessity which the Commission, it is selid, has horeto~
fore granted to hlm, and emthorize Desert Valley Utilities to issue
540 shares of common stock for a votal consideration of $8,505.00 and
500 shares of its preferred stock at not less them a met price of .
$95. per share.

The Desert Valley U%ilities is a cérporation organizéd undexr
the laws of Celifornie. It bes an euthorized stock isswe of 3,000
szares, without nominal or‘par value, divided into 1,660 shares éf
preferred stock and 2,000 shares of common stock. The articles of
incorporation accord all shares of stock equal voting rights. The
holders of shares of preferred stock are extitled to receive-rrom.the~
f:surplus or net profits arising from the dusiness of the corporation 2
fixed yearly dividernd of $6. per share, rayable querterly before any
dividend shall be set apert or paid on the commom stock. The divi-
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dends on the preferred stock are cumulative. In the event of li~
quidation, dissolution or winding up, whether voluntary or iﬁvolun-
teXy, the holders of the proferred shares of stock shall de entitled
t0 be paid $100.'per shaTe and the umpaid dividends accrued theroon
Yofore any payments may be made to0 the holders of'common stock. The
company reserves the right to rcdeem the preferred stock on So.days
notice ox or sfter January L, 1939 at $200. per share plus cumulative
unpaid dividends. | |

]

The Com@ission by 1tz order in Decisiom No. 29212 dated October

26, 1936 in Application No. 20642, as amended by Docision No. 29531,
dated Februery 13, 1937,Ig:anted Leonard P. Wikoff a certificate of
public conyenience and necessity to exercise the rights and privileges
pertaining to the construction, maintenance and operation of faclli-
ties used in the furnishing of electric service, sranted to Ieonard:P.
Wikorff, his successors and assigns by the Board of Supervisors orf Sen
Serpaxrdino County, State of Celifornlia, under Ordina@ce 437, &aved
Lugust 3, 1936. The aunthority granted by the Commission,'amoné other
things, was subject to the condition that It will Secome efrective
when spplicant-has 2iled with the Railroad Commission a statemont show-
ing that the‘money'needed to pay the cost of acouiring end comstructing
' the property mecessary to esteblish the electric service mentioned in
the decision was on éeposit with & bank in the neme of Leonerd P. |
Wikorf and mey be withdrewn only for the purpose of peying for said
electric plant. Suck & statement hes not been filed with the Come
miscion nor bhas leonard P.Wikeff complied with certéin other condl~
tions of said order. Invour opinion the authority granted by the
order in Decisioz No. 29212 dated October 26, 1936, as.ambnded, has
not become cffective and he therefore has mo certificate of public
convenience and necessity to transfer. Subject ©0 the provisions of
the order rbllowing, we will gront Desert Valley Utilitiesza cortiti-
cate 0f public convenience and neceésity.




Tn Exhibit C applicant reports that at the time of the hearing
on ipplication No. 20642 Leomard P. Wikoff estimated the cost of tho
electric plent at 235 249, Because of chenges in the design and
loceation of the proposed plant and the Inc¢rease in matorisal prices ke
now in said Bxhibvit C ostimates the cost at $39,101.00. At the'
neering hed on the epplication Mr. Wikorf testified that ‘because of
further changes he hed under consideration thé aﬁoﬁnt of cash regquired
night bo increased from §31,596.00, as shown in Exhidit C, to about
$40,596.00. In that case the total cost of tre ﬁlanx would de
$49,091.00 instead of $39,101.00, as reported in Exhibif é;

Desert Velley Utilitles azlks permission to issue 340 shares
of common gtock to0 Leomard P. Wikoff to reimburse him(ror 38,505. of
expenditures incurred by him. This stock would be issued on the
basis of 325, per shere. Tae 48,505, includes an allowance of $5,000. 
for the Lot described in Ixhibit F end $3,505‘vfor expenditu:eé {neurred
by bim or compensation allowed him. |

The lot in question fronts on thoe main highway for a distance
of 75 feet and is about'39l feet deep. While we 4o not quesfion
the value of the lot we feel that the entire lot is not all xneeded for
the construction and the operation of the eleetric plant, which iz
tﬁe subject matter of this application. The investment of $5,000.
in land by this utility is at this time not warramted. The elcctric
plant and appurienances should Be located on the rear of the 1ot
walch would permit Leconard-P. WikoLf to retain or dispose of the
front portion of the lot having a dimenslion of 75' x 130'.

Appl;csnt proposes to reise all the cash it neédé through the
selo of preferred stock at & met price of $95. por share. Proesumedly
the stock will be'sold“dt‘$loo. por share +0 the public. The testi-
mony shows that pooperty owners inm 29 Palms ere interosted in the
construction 6: the clectric plant end may make available to applicant
through the purchése of ztock an amount ranging from 410,000. to
215,000, It is urged that the common stock 15 not worth more then

$25. per share. We have here a situation ¢alling for the invest~
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nent of some $40,000. which applicant proposes to obtain through the
Lssue of common and prererred stock. The enterprise kas not beez con-
structed and the results of its operetion not established.

‘The basis on which applicant proposes to sell its étbck from a
practiqal stendpoint destroys the equality of voting rights set wp
in {ts erticles of 1ncorpordtion. It is little satisfaction to a
stockholder to tell him that the aerticles of incorporation brovide
for equal voting rights, wheﬁ es a matter of fact, a holder of pre-
ferred stock who payé $100. per share odtainms ome vote, while $100.
inxested iv common'étock enxitles.the holder to four votes. It is
suggested how@ver that the purchaser of the preferred 3tock iz not
oaly accorded the right to vote, but 1z given ceftaip prior rights.
True, he obtains a prior right to &ividends and in caze of liguidaetion
a right to the return of $100. peor éhare before any money is'disﬁri-

duted to the holders of common stock. But with theze rights accorded
|

bim ne still reteins the status of a stockhbolder and not the position |

of a creditor to enforce any c¢laim, if ko recelves no dividends.
Disregarding the disparity in the votihs rights, we Zeel that
“applicant’s proposed set up iz wnsound in thet 20t enough of the
funds needed by applicant are obtained through the issue ot cormon
stock. We think at least Lifty percent Iinitially invested in ap-
plicant's project showld be obteined from the Lssue of common Stock.
The order will prbvide.that before applicent undertakes the construc-
tion of any of its plent it have on deposit with & bamk or bemks not
less than $15,000. reallizcd shrough “ho Lissue of common stock on the
basis of 525. per share. The order heroin WALl suthorize applicant
%o 1ssue 1960 shares of its common stock. Of seid sheres 240 may
ve issued to Leomard P. Wikoff in’pafment for part‘orlthe lot referred
0 berein and %o reimburse nim for the expenditures in;urred by him
and compensate him for services rendered. The order will not auti-

orize epplicant %o issue any preferred stock. After applicent has

realized $15,000. from the izsue and sele of comon stock, end has said
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sun on deposit in a benk or bapks, the Commissibn upon reguest ﬁill
consider making = sqpplemental order authorizihg applicant to ﬁiocoed
with the construction.or its plant. AL that pime it will also com~-
sidor tho masner in which the additionsl momey needed by applicent
should be raised if the same cannot be obtained through the issue'or
commop stock. If within the time Tixed by'the oréer applicant 1z
20% in a posivion to proceed with the comstruction of its‘plan;, the
“authority nerein grented will vecome null and voild. Im that‘eVent,
the money on deposit shall be returned to the purchasers of stock,
lecs en allowance for comamission andvexpehses'or not more than $2.§0

por shere.

ORDIER

The Commission having been asked to enter its order authoriz~
ing Leomard P. Wikoff to essign and transfer the certificate of public
con#enience and necessity, referred to in the foregoing opiﬁion, ﬁo‘
Desort Valley Utilities and authorizing Desexrt Valloy Utilities to
issue stock in the amounts indicated in said foregoing opinion,:a public

~ hearing baving been held vefore Zxeminor Femkheuser and tho Comnigsion
baving considoered the evidonce submitted at such hearing and it bveling
of the opinion that inasmuch és Leonaxrd P.Wikort has not complied
with the conditions precedent in the order in Decision No. 29212, dated
Octobér~2é, 1936, as amended, the ceortificate éranted by such order
has not become effective and thorefore said Leonard P. Wikoff has
acquired no rights that cen be assigned and traﬁsrerfed'by nim to said
Degert Valley Utilities; that the Commission in this proceeding should
grent a cortificate of public convenience and zecess ty-ﬁo-said Desert
Valley Utilities subject to the provisioms of this order énd that 1t |
should authorize sald Desert Valley Utilitiesz to.issue not” exceoding
1960 shares of ivs common capital stock, that the issue of zald stock
i1s recasonably required by applicant for the purposes hersin steted

and that the 6xpenditurés‘for such purposes are not in whole or in
_ ..




_part ressonably chargeable to operating expemses or %o income, there-

- fore, , ‘ .
IT I3 EEREBY ORDERED that a certvificate of public convenlence and

necessity to exercise'the‘rigpts azd privileges pertaining to the con-
struction, maintenance and operation of the fgcilitiesAused in the
rurnishing of eléctiic‘service gcented to Leonard 2. Tikoff, his suc-
cessors and assigns, by’the Board of Supervisors of Sen Bernardizo
County, State of Celifornie, under Ordimence No. 437 deted August 3,
1936 be, aund the seme is horeby grented to Dosert valley-dtiiities,
subject to the Lfollowing conditions and not‘otherwiéoz-' \

1. Tho suthority herein granted will become offective when ap-
Plicant has‘filed with the Railroad Commission e statoment showing
that at least $15,000. of the cash acquired o paylthe coét.or acqgir-
ing axd constrﬁctins-fhe property ﬁecessary o establishlthé e1eotr1c
service hereinm mentiomed is on deposit with & bank in the name of .
Deszert Velley Utilities, which mey be withdrawn only for the purpose of
peying for said electric plant or Tor the purpose of returning all oz
part of said momeys to the purchasers of applicent's common sfock.'
| 2., The authority herein grented shall epply only within that
particuler area specified in Ordinance No. 437 of Saxn Bérnardinov'
County as follows:- ' ' |

Tovnship 1 Noxrth, Range 8 Zast.

Township 1 North, Range 9 East.

ol f i e e

Townschip 1 South, Range 9 Zast.

Townsbip 1 South, Rsnge 10 Zast.
San Berperdino Base and Meridienm, in the community gezerally kuown
as 29 Palms, provided however that the'Railroad Commigsion may here-
after by eppropriate orders revoke or limit as to territory not then
served by Desert Velley Utilities the euthority nereln granted.

3. Desert Valley Utilities shall file with the Railroad Com-
mission in‘Quadruplicate on or dbefore July 3L, 1937 and prior to the

establishment of service, a tarilf or tariffs constructed in accor-
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dence with the requirements of the Railroed Commigsion’s genmeral orders
and containing rates which in volume and efrect‘shall be the seme as
or mo higher than the Falm Springs rates of The Nevada Celifornia Elec-
tricmCorporatibn's schedules 1-1 for lighting ser#ice, C-5 for heéting
and cooking service and P-i foxr power gservice, except for eitremely‘ |
large {installations, ané rules and resulations similar to those of |
The Nevada California Tlectric Corporation and satiwractory t0 the
Railroasd Commission. |

4. Desert Velley Utilities shaell file on or berore Iuly 31
1837 a °t;pulation duly authorized by its Board of Directors 1n which
it agrees that it, its successors and 2ssigns will never claim before the
Railroad Commission or ény other public ﬁuoidt# a valuezror thz fran-
c¢hise above Teferred to Iin oxcoss of the uwotual cost the:eor; which
cost shall bc set forth In saidﬂstipulation.

5. The authority'hérein'gfaﬁted shall lapse end become null
and void if not exerci ed on or befere July 31, 1937.

IT Is HERgBY FURTHER ORDERED that Desert Valley Utilities
be, and it is hereby, authorizod to Lssue and sell om or before July a1,
1937 not excoeding 1960 shares of its common capital stock on the basis
of not less than £25. per share, Ior the purpose of acquiring proper-‘
ties and paying the cost of constructing the electric;planx referred
to in this applicetion, end pay expenses incident to the issué-and'i
sale of zaid stock, which oxpenses shall not exceed $2.so per share;
said Desert Valley Utilities shall deposit all ot the net proceeds
realized from the sale'of said stock in a bank or bapks until it hes
on deposit in said bank or banks at least $15,000., at whichftimb toe
Commission will consider 2 supplemental apﬁlication:for pénnission‘to
expend said $15,000. and modify this order in the event said Desert
valley Uﬁilities is unable to ralse, through‘thé'sﬁle of cémmon /
stock suffic;enz runds to rinance the construct;on or ite elect ric
plant. _

| IT IS EEREBY FURTEER ORDEBED that Dosert Valley Utilities

shall keep sﬁch reéord of the issue, sale and delivery of the stock
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and bonds herein authorized end of tho disposition of the procesds
as will ezedle it vo file on or defore the 25tk dey of each month
& verified repoxrt, as required by the Railroad Commiﬂsion’s General

Order No. 24, which order insofar as applicdblo, is mede a part of

this order. —
/
DATED at San :rancisco, Caleorn;a, this _ 7 ) day of
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