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BEFORE TEE RAILROAD COMMISSION OF THE STATE OP CALIFO?~IA 

In the Matter of the Application of) 
SOUTE COAS~ GAS COMPANY. ) 

a corporation. for a :permit to ) 
exercise franehis~ rights. for a ) 
certifies. te of public convenience: ) 
an~ necessity and for a pormit to ) 
sell its stock. ) 

.. 

Application No. l3724. 

George L. Eampton~ for applicant. 

BY TEE COMMISSION: 

O:PINION' 

South Coast Gas C'OtlIJaD.Y' asks the :Railroad C'ommission to 
make an ord.er; Cal declaring tha.t public convenience and. neO'essity 
rEl'quire and will reqr:ure applicant to exercise the rights and 

privileges obtained. by Ordinenee No .. 312 ot the City of Oceansid.e 

and to construct~ maintain and operate- an artificial gas plant at 

Oceanside; (b) authorizing the company to issue ono tho~sand shares 

($100.000.00 par value)' of common and eight hundred and. fifty shares 
($85.000.00 par vnlue-) of Seven percent cumulative pre~erred. stock; 

ee) aut~orizing the company to sell ~ch stock at par for eaSh an~ 

Us& twenty percent of the proceeds to pay the cost of selling tha ' 

stock and the- bal~nee- to acquire D.Ild eonstruet the gas ple.nt 



referred to tn this application; (di and permitting the eom~ to 

charge the rates referred to herein. 

South C'oast Gas Cocpa:c.y was orgs.n1zed on or about 

W~rch 18~ 1927~ with an authorized capital stock of $2oopOOO.OO 

divided into $lOO~OOO.OO o~ common end $lOO~OOO.OO of seven percent 
c'l2.mUlative preferred. In regard to the co~pany~s preferred stoe~ 
the Articles ot Incorporation provide as follows:-

(The nature of the preference given to said 
one tho~sand shares of preferred stock is that the holders 
thereof shall be entitled to receive~ and the corporation 
shall oe bound to payout of any and all surplus or profits~ 
whenever ascertained p cumulative dividends thereon at the 
:-.~ te ot seven percent per an:aum p payable- annually before !J:A"Y 
dividend sJ::.all be declered on the common stock.) Said pre-
ferred stock is snbject to redecpt10n at any time after the 
expir~tion of five (S} years from the date of the incorpora-
tion at One Randred Pive ($105.00) Doll!trs per share. 

It will be noted that the Articles of Incorporation are 

silent as to the extent to which the holders of preferro~ stock ma~ 

partiCipate in the distribution of the assete of th& corporation in 

cese of ~e sale of tho corporation's properties or its liquidation 
., 

and do not 2':rohibit~ except pe=ha.ps by implieo.tion .. the pa"Ytlent of' 

divi~ends on common stock &t a time when there, ere aceucalsted 

unpei~ dividends on tho preferred stock. This Commission Will 
not authorize the issue of ~re~erred stock. ~bject to such condi-

tions as are set :forth in the eoml'ElllY's Article's of' Incorporation. 

It appears that on November lO~ 1926~ tAo Board o~ 
~rc.stees of' the C'i ty of' Ocea;o.si d.e adOpted an ordinance- (No. 3lZ) 

EXh1b1 t "E"',. granting to C'llrtis Z. F1.1nt .. his ho1rs~ succes.sors and 

aSsigns,. the right to erect. 1$.1 .. operate and. ,:w.1nts.in gas pipes ~d 

conduits on. ell the :po.b11c streets,. alleys,. highvmys and public. 

places of the City of Oceanzide~ for the purpose of carrying gas 

tor light .. heat and power along and. upon all the public streets. 
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alle~8,. b..1ghways and pc.blic place.s of the City of Oceanside,. for the 

period of t1me ending November 3~ 195Q. under date of April 15, 

1~27,. CurtiS E. Flint assigned his rights end privileges under such 

ordinance to the South Coast Gas Com!>any. 

It is o~ record that app11eant intends to construct an 
artifioial gas plant which it reports will.coat $145,.000.00,. 

segregated. as fo1loVlS:-

Cost of construction as per contract between 
applicant and one E. ~. MacG111ivr~y. a copy 
ot which is attached to the petition as 
Applicant's ~ibit ~I~ ••••.••••.••• $121,.500.00 

~ 

V.aterial for 200 e.ddi tioIlal services. . . • • • 

Real property ••••• 41 • • • • .. .. • • • • • 

3ngineering and legal eA~enses 1ncurre~ in the 
formation ~nd completion of plant and distri-
buting system. • • • • • • • • .. • • • • • • • • • 

1,.000.00 

6.000.00 

2,.500.00 

La.bor for :tnstalling 700 services C $2.00 per service' 1,.400.00 

?ranohiee. • • • • . . . . . . . . . . . . . . . 1.500.00 

5,100.00 ~orking capitel •• . . . . . . . . . . . . . 
~ota.l ..................... $145,000.00 

The contract between applie~t and E. A. MacGillivray 

wa.s originally signed by CUrtiS ~. FliIlt. Later the name of 

South Coast Gas Company was substituted for that o~ CUrtis Z. Flint. 

'!he contract CLescribes in gene:'al terms the plant \"/hich E. A. 

uaeGil11vray has agreed to con$t~ct. 

shall be 2de ss follows:-
It proV1d&s that payments 

~35,.000.00 
9 35 ,.000.00 

S"SS"OOO.OO 
$22,.500.00' 

upon the s ign1ng at the contract. 
when material gOing into ~he plant and 
grOUD.~ is delivered a.t. Oceanside,. C:e.lifornia. 

when the eontract is completed; and the balance,. 
30 days after completion. 

3. 



C. C. Brown. an assistant engineer for the Cocmission~ 

testified at the hearing that the cost of the property wh1eh E. A. 
MaeG1111vray had agree~ to construct an~ the ~terials which he ha~ 

agreed to furnish untieX' the contract should ~ be:" about $501,.432.00. 

SUbseqc.ent to the hearing C. C.. Brown and E. .A. r~O"(;illi yrar had a 

conference in regard to the provisions of the contract. with the 

resttl t the. t c.. C.. Brown submi ttee. So ren sed report in which he 

estitl:l.tes the cost of the propert1 a.t $7l~515.00. In pr epar1D.g 

these estimates ~~. ~rown has allowe~ :for contingencies and for a 

contractor's profit on all work and eq~pment installed. 

We do not believe that it is in the ~b11c interest for 

applicant to undertake to pay $127.500.00 for work and material 

that should not cost more than $71,.515.00. 1l.h1le th~ Oceanside 
" Chamber of Commerce and the Eosrd of Trustees of the Cit1 of 

Oc. ~Js.nsid.e urge (by le.tters d.atee. prior to the hearing had. on this 

5pplioation} that the Commission grant this application. ther were 

~t r~p~~$ented at the hearing. ITe have no objection to the 

ccnstruction of a gas plant st Oceanside pro~idea it is built at a 
r6~oJla.'ble cost and. financed in an ord.1Mry business-like mannoI'. 

~o permit the construction under. or to recognize. the contract now 

before us in arty VIS:$' is likely to result 1n a request for rates 

that are unfair to the public. If such request is re:fttsed,. 

which no doubt it would be, those who pay par for applicant's stock 

wi~~ not reeoive an ad~qUAte· retu.~ on their investment. !n 

this cOIllleetion it misht be said. that applicant requests permission 

to issue $159,,375.00 to raise the $127,.500.00. 

Regard.less of the tact that ~syments may have been made 

on the contract for material purehased. we believe that this 



appliee:tion should be denied w:"thout prejudic.e. 71hen one under-

takee the construction of a public utility property~ he should 

inform himsel~ of the provisions of the ?ublie utilities Act ana 
familiarize himselt' with the rales and rega.lations of the 

Commission before undert~king ae~l constructio~ or obligating h~­

self in any contractual manner. 
t-lhil.e our aetior.. in this mtter may result in a delay 

in t:a.e construction of a. gas plant at Oceansio.e,. it does not mean 

that ~e Comnission v~ll not authorize the construction of such a 

plant at tha.t place provided a reasonable proposition is· submitted. 

~Ae view that we take of this matter mak&s it unnecessar1 to comment 

on a.~plieant's ot:a.er proposed expenditures; its rates or stock 

is~e other than what has been said about the provisions of its 

Articles ot Incorporation. 

ORDER 

South Coast Gas CompaDY having applied ~or p,;trmission to 

construct an artificial gas plant and exercise the rights and 

privileges granted to it by OrdinAnc.e No. 312 of the City of 

Oceanside; to issne $100,.000.00 of common stock and ~S5.000.00 of 

seven percent cu:m:t7.lative- pre:terree. stock,. and to charge, the rates 

to v:hich rei"erenc-e has been maCle in the foregoing opinio:c.,. a publie 

hearing haviDg been held b~ ~iner Fankhauser ana tee ?~1lroaa 

Commission being of tlle opinion,. for the reasons stated. 1n the 

opinion which preeedes this oraer,. that this app11cat1«a should be 

denied without prejudice. 
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IT IS HEF.EBY O?.DE:?.ED that this appliQatioll 'be ~ and the . 
same is ~ heroby d(~n1ed. \'11 tho'O.t :projudice. 

Ie:::;--

Dt.~ at San FraIlcisco~ C:s11:f'o:rnia~ this _...:,!.,=.,r ___ _ 

Commissioners • 
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