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Decision No. 

BSFORE THE PUBLIC UTILITIES CO~~:ISSION OF THE STATE OF CALIFORNIA 

) 
A??LICATION OF SAN GOHGONIO ELECTRIC ) 
CORPORATION FOR Arr ORDER AUTHOR.IZING' IT ) 
TO SELL ALL ITS PO':lSR PLANTS) SYSTEM AND ) 
PROPERTIES: hND APPLICATIDN OF CALIFORNIA ) 
ELECTRIC PO'ilER CQ!';lPANY FOR AN ORDER AUTHOR- ) 

Application No. 30472 

IZING IT TO ACQUIRE THE S:J"IE J~1JD TO ISSUE ) 
STOCK IN F :~Yr.'IEN T THEREFOR. ) 

---------------------------------) 
H. r\1. H,':lmmnck and Howard Boylan, Riverside, 
California, for applicant, California Electric 
Power Company; 0' r1el veny and ~!yers, by 
Gr~nt L. St~rling and Frederick N. Edwards, 
for applicant, San ~orgonio ElectriC-Corporation. 

OPINION -------
San Gorgonio Electric Corporation ,~nd Ca.lifornia. Electric 

Fower Company join in this applicstion for an order authorizing the 

former ,to sell and the latter to purchase the electric power plants 

and transmission lines, the hydraulic diversion works and water ways, 

and associated property of the former. San Gorgonio requests authority, 

concurrent with the transfer of the property, to abandon public utility 

service and to acquire stock of California Electric in p~ymcnt for said 

property. C~lifornio El~ctric requests ~uthority to acquire the prop

erty and to issue. exempt from the competitiv('~ bidding rule, 17,614 

shares of i~s common stock which it will deliver to San Gorgonio. 

The plants and other property of San Gorgonio were origin~lly 

constructed or acquired by San Gorgonio Power Compnny, n predecessor of 

applicant San Gorgonio, following its organization in 1922, 3nd w~re 

ploced in op~rction about January 16, 1924. The tangible property con

sists of diversion works on branches of th~ \lJhitE:WCl,te'r River in San 

Bernardino County; a canal connecting to the forebay of Plant No. 1 
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which contains on~ hydrocl~ctric g~ncrating unit rated at 1500 kw; 

a second c~nal le~ding'from the t~ilrace of Plant No.1 to Fl~nt No.2 

which, in turn, contains one hydroelectric generating unit rated ~t 

750 kw; ~nd ~n equalizing tank at the outflow of the tailrace of 

Plant No .. 2.. The h)'dro~lcctric plants are located in San Gorgonio 

Canyon about ten miles north of the City of Banning, Riverside County, 

C~liiornia. The plants and appurtenant properties were leased to 

Southern Sierras Power Comp~ny (now California Electric Power company) 

for a period of 30 y~ars from May 1, 1922, and have been operated by 

th~ lessee since their construction. The lease is of record before 

this Commission in Application No. $310. Authority for its execution 

was granted by D~cision No. 11432, d~tcd December 29, 1922. So.n 

Gorgonio does not supply electric utility service directly to any 

customer. 

Pursuant to the authority heretofore granted by the 

Commission, San Gorgonio issued 2,527 shares of preferred stock ~nd 

2,,790 sho.res of common stock, .111 without par vo.1ue·, in fino.ncing the 

cost of its prop~rties.· From time to time, it invited tenders of 

preferred shares, purchasing the lowest price stock offered. Some 

common shares have been dona.ted or purch~sed ~nd c.:1.nccllcd·. As a 

result of this policy, the outstunding securities on August 25, 1949, 

consisted of 78$ preferred shar0S and 2,503 cor:lJllon sho.res'. 

California Electric m~de an offer on September 21, 194$, to 

purchase the properties for 15,000 shares of its common stock. An 

~grc~ment was re~ched at 17,614 shares which, based on un agreed price 

of ~7.25 pcr share, amounted to a consideration of $127,701.;0. 

A witness for ~pplicant C~liforni3 Electric stated that the current 

market price of Co.lifornia Electric's common stock was $7.25 on 

August 25) 1949, the d3tc of h,~aring in this matter. :~ witness for 

San r,orgonio st3ted tha.t it proposed to dissolve upon consummation ~f 
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the propos€::d tronzi'cr. A plon for dissolution, under which San Gor.

gonio would dist~ibute to its stockholders 16 sh~res of California 

Electric cornmon stoc!{ for c.::.ch pre:f'er:-cd sha!'c, and two shc.rcs of 

California El€ctric common stock for each common shar0, of San Gorgoni~ 

has b~~n prcse::l.teo to thc·stockholdcr$. Shareholders of over 90% of 

cc.ch cl~l.ss of stocl~ O'\.ltstru.'l.ding have appro·,ed the sale, ond no obj cc-

tions have been presented by any stockholder. 

California Electric has submitt~d, as E~~ibit C attuched to 

the o.pplication and as Exhibit 1 at tl'l.c heo.ring, copies of a financial 

statement showing its calance she~t as of April .30, 1949, with proposed 

adjus~ents to record the effect as of th.:::.t date of the purchaseo! the 

properties 0 f San Gorgonl0 Elcc·tri'c Corporation. It proposes to enter 

in its utility plant account the totn: undcpreciated pl,~t account of 

the San Gorgonio, O!rloun tine to approximately $518 1 400 1 end to credit .. 

to its re~ervc for deprcciction the sum of $213 1 700. The difference 

between the net invest~ent in pl~t and the purchase price, a~ountins 

to $177,000, it proposes to credit to Account No. 100.5, Electric Plant 

Acquisi tion Adjnsttlent. Thcreafter l it p:-opos.es 1:0 accrue depreciation 

'mder its regular r." te$ for the 0ntire book balonces of plant acquir·zd 

from San Gorgonio a."'ld to offset those depreciation o.ccruz.ls byamortiz-

ing the $177,000 credit bal~cc j~ the acquisition adjustment accoun~ 

in 15 equal ~u&l inst~llments r~ounting to $11,800 by.credits to 

dcpreci~tion expense. It rcqu0sts permiSSion from this Commission for 

treatment of' the tral'l.caction in acco:-dance i~'i th the ~,bove-dcscribod 

procedure. The rr.~"'lcr in which the acquisition of the San Gorgonio 

prop0rties may be recorded on the Califor.nia Electric books will be 

considered in a supplemental order. 

A witness for Ca1:!.i'o:nia. Elcctl~ic stated th:,t under 25-yeo.r 

average energy production, it would huvc earned $6,439 more net income 

if it had o~ncd and oper~tcd the p18nts during the S~~G period than it 

would have c~r.ncd under the lC~$e. 
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Sncrgy pr~duction by the plants has v~ricd widely. The 

lowest annu~l production ~s about 2,500,000 kwhr in 1925 1 while the 

grectest w~s about 11,400,000 kwhr in 1937. The 25-year average 

production was 5,345,000 kwhr. 

A he~ring was held in this m~tter on August 25, 1949, before 

Ex~mincr Knerr) at which no one ~ppeared to prot~st ~ny of the proposals 

cont.:lincd in the ~pplic~tion, o.lthJu.~h notice of hearine w~s published 

t":.nd also was r:-:o.iled to e.?ch sh~rcholder of record of San Gorgonio. 

A witness for S::m 'jorgC'mio sta'C..:d that, in the ~WGnt th~ tr.~nsfcr 

described her~in is not consummnted, San ~org~nio has no plans for 

op~r$.tion b0y~nd !.~ay 1, 1952, the t~:rmination date of the existing 

lcas~ agrcem~nt with Californin ~lectric. He stated that exper~cnce 

sc far this ye~rindicQtes a loss of approximately $25,000 for the yea~ 

1949 in the operati~ns of S:n Gorgonio. 

;\1 though own0.rship I;)f the San Gorgonio plants has nr)t proved 

to be profitable for the prcsen't I')wners 7 it .::tppcars that integration 

and oper.:>.tion of the properties with those ~f Co.1H .... 'rnia Electric under 

the conditions of the proposed tr,').nsacti·::m will result in improvement 

~f C~lifornia Electric's net revenues under average conditi~ns. It 

appen.rs) therefore, th~t tho tr.:msfer of properties :md the issue of 

stock should be nuthcrizcd, the sa~c being found not to be udverse to 

the public intcr~st. 

The action token herein shull not be construed to be a find-

ing of the vz.luc vi the propertius herein uuthorizcd to be transferred. 

The issue of th~ stock h~rcin authorized is n0t subject to the provi

sil'Jns of the Cotn.'nissi(,n' 5 c0mpctitive bidding rule. 
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.Q.ED~E 

The above-entitled application having been filed with this 

COmmission, a public hearing having been held, .::uld the matter havj.ng 

bccrn sub~~tted for decision, 

IT IS HEREBY ORDERED as follows: 

1. San Gorgonio Electric Corpor~tion may, on or after the 
effective date hereof, but on or before December 31, 1949, 
sail ~d t~mSrel' th<:! h~rein described public utilitY 
properties to California Electric Power Company~ pursunnt 
to the agreement of ~a~c ~~~ purchase cm~odie~ in 3~1~ 
application. 

2. Culiforr.ia Electric Power Comp~y is hereby aU~10r1zed to 
acquire said properti~s and to issue and deliver to San 
Gorgonio Electric Corporation 17~614 shares of Cnlifor.nio 
Electric Power Company common stock, it being the opinion 
of the Co~~ssion th~t the ~oney, property or labor to be 
procured or paid for through the issue of said shares is 
re~sonably ~cquircd for the purpose st~tcd hcre1n and 
that such purpose is not, in whole or in part 1 reasonably 
chargeoble to operating expenses or to income. 

;. San Gorgonio Electric Corpor~tion is hereby authorized to 
ucquire said common stock of Cttiifornia Electric Power Comp~"l.Y 
and to abandon public utility serVice concurrently with the 
transfer of the properties. 

4. Wi thin thirty (30) days after the transfer of the proper'ties 1 

California Electric Power Company shall file with this 
Commission u copy of the bill of s~le under which it acquired 
title to said properties ~d shull notify this Co~nission of 
the d~te of tr~~sfer. It sh~ll file also, a report of the 
issue of s~id stock us required by General Order No. 24-A,7 
which order, insoi'o.r o.s ~pp11co.blcl is ::lade tl. po.rt of this 
order. 

The effective date of ti1is order sho.11 be twenty (20) days, 

after tr.e dnte hereof. 

Dated at Los Angeles, California, this 

October, 1949. 
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