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l (0)~~(ru~OO~l 
a corporationp tor a p~rmit to exer-} ~~ u:(i 
In the Matter of tho Application ot 

SOUTE: COAST GAS COM?ANY. 

Ci39 ~rall.ch!se rights" for 8. certifi- } :' 
eate of pub~ic convenience and nocea-) Application No. 1387l 
sity. and for a permit to sell its } 
stock. ) 

George L. HDmpto~ for applicant. 

EY TEE O~JMISSION: 

o PIN ION 

In this proceoding filed on june l7t~ South coas t Go.s 

Compan1 asks the Railroad Commission to mako an ordor;-
a. Declaring that public convenience and necessity ro~u1r& 

and will roquiro a:t=>p11ce.nt to exercise the rights 
and privileges granted by ord.inance .No. 312: of 
the City of Oceanside, and to construct,. ma.1nts.in 
and operat<:> an a.rtificial gas plant at Oceellside: 
end 

b. Authorizing the co:npe.nj" to issue ::550.000. par value of 
comon,. and ~p80.000. :par value of sevon porcent 
cumulativ.e preferred stock; and 

~. Authorizing the company to sell such stock at par ~or cash 
and usa twenty percent ot the proco~ds to pay the 
cost o! selling the stock and t~e balanee to acquire 
and construct the gs.s ple;nt referred to in tlns 
a~~lication; and 

d. ?e~itt1ng the company to charge the rates referre~ to 
herein. 

By Dec.ieion No. 1839l elated !r.e.y 25, 1927 the Coxntt1ss1on 

d:amed. wi thout prejudice A.:p:plication No. 13724 in which South Coast 

G~s Com:p~ asked permi3sion to exorcise the rights and,:pri~11ege8 

granted by Ordinance No. 312 of the City of Oeo.ans1de and to con-. 
struct. maintain ana operate tho artificisl gss pl~t at Oceanside, 

end to issue :)l85 , 000. of stock to :fins.nee the cost Of such pla.nt. 
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The Commission denied Application =ro. 13724 for the 

reason. among others. that the co~p~ had enterad into a contract 

!or the construction of its p~opo3ed plant at a cost o~ $127.500 •• 

whereas the plant, in tr..e opinion of the Coxnmss1on. should not 

cost more ~h~ $71,515. 

In its decision the Commission says--

"'7r.cile our a.ction in this mutter m~y reoul t in 8. delay in the 
cons~ruction of a gas plant at Oceanside, it does not me~ t~t 
the Co~ssion ~lll ~ot authorize the construction of such a 
plant at that place, provided a reasonable propo3itian is sub-
tittee.. The View that we take of t1".:1.3 mattor makes it 'Cllllec-
essary to comment on applicant's other proposed expenditures. 
1 ts ra.tes. or stock issue. other thu.n what haS been said about 
the provisions of this ordinance by i~corporatLon.w 

It appears. that applicant has amended. its Articles of IIl-

corpora tion. They p=o~iae for an authorized stock iSSUQ of 
$200.000. d.ivid.ed into 1,000 she.res of common and. l~OOC ~h8.'t"es of 

p:ocforrea.. each of the par vs.luo of :~lOO. per :::hare. Und.er the 

com~~y's Articles o! Inco=poration the, holders of preferred stock 

are entitled to receive, and the corporation 2h~11 be bottnd to ,ey~ 

out ot e::J.Y and all su:"!?lus or prof:tts~ whenever ascortained. ctcrnu.-
lat1ve d.ividends at the rate of seven percent per ann~ payab,le 

annu~17. oefo=e any dividend shall be declared on the co~on stock; 

tha.t no di vidan~ upon the co~:on stock zhall ever be declared or 
, , 

paid until s.llcWtulated dividends OIl the preferred stock h~ve been 

:98,id. ~~e preferred stock may be redeemed at tho option of tho com-

"P~ st ;~l05. per ehare plus s.ccutlulated dividends. In the event , 

of the sale of the corporat1on t s properties or of its liquidation either 

by d.issolution or othorrdse. the holders of the prefarred stock shall 

be entitled to partiCipate in the distribution of the assets of th& 

corpore. t1oll~ DJ:ld the iloldcrs of the co:mnon z took shall no t partici:pa.te 

in the distribution thereof until tne bolders of the preferred stoCk 

Shall have Dee~ paid ~lOO. pluz all cumulated dividends for each share 
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o:! stoele so. held. 
In this proceeding the company asks permisa10n to issue $50.000. 

of co~on ana $80.000. of seven percent c~ulat1ve preforred stock to 

pay for the gas plant and appurtenances which it intones to construct. 

~Ae company reports the cost of its proposed gas pl~t and 

appurtenances at $104.0('-0.. as compared .. vi th an estin::.ated cost of 

:)145.000. reported in ll.ppl1cat1on No. 13124. The $104.000. is made up 

of the follo vdng i toms :-

Cost of construction as per contract between appl1csnt 
and one E. A. Mc.c:Gillivra.y,. a copy o:f wl:l1ch is. filed 
as ~ bi t "I"". • • • • • • • • • • • • • • • • • . • .. .. 

Material for ZOO- additional services .. • • .. • • .. • • .. .. 
~c~e of real property • .. .. • .. .. • .. .. .. .. .. .. .. .. 
E:c.gineering end. legal expenses incurred. in the :formation 
~d completion o:! plant distributing system .......... 

Labor for installing 700 serVices at 92. per service .. .. 
]"rs.n.eh:tae • • • • .. • .... • - • .. • • • • • • • • • • Organiz.ation expenses • .. .. .. .. .. .. .. .. .. .. .. .. .. • .. . 
Working cap1 tel • • . . • . • • . .. . . . . • • . . • • 

Total ••••••••••••• ~ ••• 

$19,,500. 
1.000. 
6,000-. 

5,000. 
1,.400. 

~104!OOO. 

Tbe contra.ct betwQ&n applicant and E. A.. MacGil11vra:y. dated 

June 5. 1921. p::.-ovides that 1 t is subject to the appro,val of the Ra1l-

road CommiSsion. It is not cU3to~ary for the Commission to approve 

constru1otion cOl:.tracts of a nature such as the.t filed in t:b1s proceed-

iItg as Exh1 bi t "X"'. We might sto.te,how9ver. that assnm:fng that 

the contractor will build a. plant such as represented. the cost of 

$79.500. appears reasonable. The contract provides that the $79'.500. 

~hal1 be paid as fo11ows:-

:;;SS , 000:. 
14,.834. 

14.833. 
14,83S. 

as soon as corporate fmds are ava11a'b~le. 
when material going into the plant and gronnd is de-

livered at Ocoansido. 
when the contract is completed: and the balsnoe 
thirty days after completion. 

The record shows that Lots 1,. 2" 3 end 4: of Block 47. Bryan 'a 

aaditi~ to the City of Oceansid~,. County of San D1ego~ sho~~ by Map 

219 filed and recorded in the of~ic4 of the County Reooraer of said 
county. March 10',. ISS1. heve boon acquired by CUru's E. Flint and that 

he has agreed.to transfer such lots to applicant for $4,000. cash 

an.d the asstllllpt10n by epp11cant of a $2.000. seven percent note se-
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cured by a trust deed which is a lien on said proparty. We 'believe 

that said lot~ ~hould be tranc!erred to ~pplic~t for an aggregate 

considerat1on' of not excos-ding $'4500.00. ' Tho order here1n Will lJermi t 

the comp~ to pay ~2500.00 in cash and assume tho paymont o! the $2.000. 

!lote. 

APplicant ost1ms.tCl'S its organization;, engineering end legal 

expenses at ~.415.00. Por working cap1taJ. it dosires an allowance 

of $ll.600.00. In o~~ opinion the organization expenses. enginaertng 

snd legal oX!lonses should not oxceed $2.500.00. while an eJ.lowanee of 

$1 ,.500.00 ~or working es:pi tal" 'lle foe-l" is an:ple. G1 ving effeo.t 

to the adjust:ents. the es~ated cost of applicant's pl~t is red~ced 

:fror. $lO~.OOO. to ;%.1:25. 

The com:ps.:oy asks :porll'.i~s1.on to expend. twenty :peroent of the pro-

ceeds realized from the sale ot its stock to pay the cost of sollfng 

the S~&. inolud1ng co~ssions and other Gxpenses. SUch an allowanoe 

wo :feel is excess1:ve in tbis instance. The order herein will allow 

~ittoan percent of the par value of the stock sold. It Will further 

allow the issue of $50.000. of comr:on end. $65.500'. of the !)reierred 

stock to f1nane& the e.eqm.si tion and construction of applicant's pro-

parties. The proc&eds other ~han the fifteen percent shall be de-

posited in a b~ or banks and expended :from time to ttme. as permitted 

by supplemental orders. "tIThen applicant d.esires to withdra.w s:D:1 of 

the moneys on deposit" 1 t should file a. supplemental appl1oa:t';1(()a'l herein. 
set~ ~orth in detail the cost of the propert1es to be paid through 

such withdrawals. 

~he testimony shows that Oce!Ulside has a popula.tion of shout 

4,000. There is at tbis time no other public utili"t7 selllng gas 

in OeeaDS1~e. Both the Ch~'ber of Commer~e and the Board o~ Trustees 

urge the gra.nt1ng of this application. :2apresentatives of applioant 

bolieve that ~t the end of the first year it will ha~e 30Q' consumers 

and. that ttl tim at ely it should have 700 oonsmners. It proposes to 
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charge the following rates;-

Gross Net 
?ir.st 500 cu.ft.(Mini:u:m} :~~1.t)Q. ~I.50 
Next 4500 ett.ft. 2.10 2 .. 00 per 1000 eu.ft .. 
!~ext 5000' eu.ft. 1.15 1.6S "Oer lOCO cu..ft. 
N~ 10000 cu.. ft. 1.40 1.Sa per 1000 ~.ft. 
Next 20000, cu.ft. 1.30 1.20' per 1000 eu.ft. 
Allover 40000 cll.ft. 1.OS 1.00 per :1000 cu.ft. 

Ne t rates to app17 to o.ll bills pa1 d. OIt or be:fore: the tenth of 
the month noxt follo~ date o!o11~. 

OR:DER 

South Coast Gas comp~ hs~1ng requested permission to perform 

the ects ro~erred to in the !o~ego1ng opinion. a public hearing ha~ng 

beon held. before ~'Xere!Iler .'!'s.n.kl:lsuser and the RD.ilroad CommiSSion being 

of the o~1nion th~t said comp~ should be permitted to issue not 

exceodiI1g:;l13,500·. :par value of stock. and that the monay,. property 

or labo:, to bo })rocured or paic. for by ti:.e issue of such stock is 

reasona.bly reC:uired by applicant .. end that the ElXllendi tnre-s herein 

a'llthorizecI a.re not in whole or in part reasona.bl.y chargeable to oper-

ati:tg expellSes or to income~ and ths t the compe.ny should be :per-

mi tt.ed to exercise the rights and pri vilages granted. bY' Ord1nenc:e.· 

No. 312 of the City of Ocoansid& and charge the rates referred to 

in this order, and that this application should be granted as herein 

proVided, thorefore, 

~E3 R.U!.E01.J) COU~SSION BE~~ :DECIrA..'WS thn t public convenience 

end necossi ty rOC!,uire 8...'"1d will require South Coast. Gas CoCJ?aD.7 to 

exercise the rights s.ud privileges granted by Ordinance ll'O. 312 of 

the City of Ocosnside and to construct. and operate the gas plant re-

ferred. to herein,. provided that South Coast Gas Company shall first 

have :filed with the Railroad Commission s. st1pule,tion duly e:atho,r1zed 
• 

by :t ts :Soard of .Directors declaring that South COa.3t Gas Company',. 

its successors. and o.ssigns.,. will never claim before the !!s11roc.d 

Commission or any court.. or other public bod7, a value for said rights 

and priViloges in exces~ of the amount actually paid to the City of 



Oce$DZido as tho consido~a~ion iv~ th~ grant of such ~ranch1s&p 

which eJ:ount is represe:c.tsd. by t:he South Goes t G~ compallY to ha.ve 

been ~ 25.00 a.nd. sha.ll have received from the Railroad Cotm:1s:s1on 

So £upploI:lental order declaring t!l.~.t ztl.ch stipulation has been filed 

-in form: :::a tisfsetor3" to the 'Railroa.d. Commiss1:on • 
.l.T IS HEREBY OlU)~""D that the South c'o~t Gas compS%i7 be p a%ld 

it is hereby. $~thor1:ed to issue end sell for ca.sh at not less than 

:par on or 'before December 31, 1927; :~i50~OOO.OO par value of its com-

mon capital stock ana. :~53,500.00 ps.:tr va.lue of its seVOll; percent C'tlm-

ulative :prefor=ed stock ane. oxpend ot the proceads. if necessary. 

an ~ount not exce~d1ng fifteen percont of the par value of the stock 

sold to pay the cost of selling said stock,. including commissi:ons and 

ell other expens&a incident to such sa.le. ~he rotla1nd.er o! tho pro-

coeds ~d zuch portion of the fifteen percent not needed for the pur-

poses mentioned shall 'be cleposited with a. 'bank or banks and expended 

only for such purposos as the Co~ss1on will herea.fter authorize by 

supple~ental order or or~ers. it bsing unders~ood that said proceeds 

will be used to pay the cost o! acquiring and constructing the gas 

plant refe:r:~ed. to in the foregoing opin1o~ prov1ded that ;,~2500,. of 

s~1d proceeds. may be forthwith paid to CurtiS :8. ~'11nt:, 8.9 payment 

for tha real proper~. reterred to in the foregoing opiD1on and which 

he has agreed to t~anster to app11csnt. 
\ 

J.~ .l.S E3~Y FUR!B3R O?J)E~ that South Coast Gas C'OI:1P8.DY may 

asSttIll.& the payment of the ~2.000~ 319ven percent notO' secured by a 

trust deed wDich is a lien on tho property which.it intends to ac-

~u1re from Curtis E. Flint. 
!T IS HZREBY FURTE..'!:R ORDZRED that the South coast Gas Comp8J:lY' 

be. sn.d 1 t is hereby,. direct&d to 'file with the Ra1lroad C'ommiss!on 
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the following schedUle of ratea;-
Gross: 

Pirst 500 cu. ft. tMi:nimum) ~1.66 
Next 4500 cu. ft. 2.10 
Next 5000 cu.ft. 1.15 
Next 10000 au. ft. 1.40 
Next 20000 cu.ft. 1.30 
Allover 40000 cu. ft. 1.0S 

Net rates to appl~ to all bills ~s1d 
the month next following date oi bill. 

Net 
~1.50· 

2.00 ~er 1000 eu.ft. 
1.65 per 1000 eu.ft. 
1.30 ~er 1000· cu. ft. 
1.20 ~er 1000' cil.ft. 
1.00 :per 1000: cu.it •. 

on or befor& tho tenth., of 

, 
:,~e compatlY shall. elso file rules end regulations to govern 1 ta ::'8-

lations with co~s~ers. 
iT IS EEREBY 7O'RTliER ORl)E3.I!,'"'D that th1s applioa.t1on insofar as 

it 'involves the issue of :116.500. of preierred stoek be. and the s~e 

is hereb~. dismisaed without prejudice. 

J.T IS E3REEY ~'URTDR ORDE'RE:D t,hat the a.uthori ty herein grant-

ed zhall become effective when applicant has paid the minim~ !ee ~re

scribed by ::>ection 5'Z' of the ~ublic utilities Act, which fee is :o$25.~ 

and that South ~oa3t ~as Compsn7 shall keep such. record of the issue, 

sale ana delivery oi tho stock herein authorized and of the disposi-

tion of the proceeds as \nl1 enable it to file on or before the 25th 

day of each month a verified report, as required b7 the Railroad ~om-

::t1se1on I s GGneral Order l\IO. 24. which order insofe.r ae applicable. is 

ms.de a :part of this order. 
:D,i'.!!E:D at :5en !\'rano1soo, Ca11:fornia, tbis day of 

~ox::m1ss 1oners:' 


