
BEFORE THE :RAIlROAD COMMISSION OF TEE STATE OF Cl.I.IFORNIA 

In the Matter or the Application o~ ) 
SOU'TEERN CALIFORNIA GAS COl~.ANY, } 

a corporation, to bur, and ot ) 
Produoers Gas and Fuel COtlpany, a ) 
corporation, to sell,. allot the ) 
propertie.s or Producers Gas end Fuel) 
compa:ayj and ot Southern California) 
Gas Company tor a certiticate or ) 
public convenience and necessity to ) 
exorcise certain tranoh1ses. ) 

~ the Matter of the Application o~ ) 
SO'O'l'EEBN CALIFOlU"IA GAS COME>..a,.-ry, ) 

a corporation, to bU7, and or ) 
Sou. thwestern Gas mld Yue 1 CompaxlY, a) 
corporation, to sell, all of the ) 
properties ot Southwestern Gas and ) 
Fuel Comp8XlY'; and ot Southe:rn ) 
California Gas CO~an1 tor a cer- ) 
t1t1ce.te ot pU.blic convenien.ce and ) 
neoessi ty to elxerc1se certain ) 
trench1se s. . ) 

;rn raJ n rru n : Jl 1M n 
~ ~I1U\1QU~' 0-~tL 

Application No. 15854. 

Application No. 15855. 

A. E. Peat, for applicants. 

BY '!8:E COMMISSION: 

OPINION 

In the above entitled proceedings the Railroad COmmiSSion 

. is a.sked to make 1 ts order au thor1zing the sale by Produ.cers Gas and 

.Fuel Compe:oy and Southwestern Gs.s 8Jld Fuel Company ot all ot their 

properties to Southern California Gas Company and. the execut10n end 

delivery ot ~he necessar,y deeds, conveyances, assignments and 1nstru-

ments ot transfer to etfect said sales; a.uthorizing southern 

Cali1'oJ:'Il1a. Gas Company to purchase said properties; and dete:r.m.1ning 

that pu.blic convenience and necessity require the exeroise by Southern 

Calitornia. Cas COltpany 01' each end allot the tranch1ses to be oon-

veyed to it by Produ.cers Gas and ~el CompaIl.Y end Southwestern Gas 

:llld Fuel Company. 
The three corporations, applicants in these prooeed1ngs, 
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are engaged in the business or furnishing and supplying natural 

gas tor domestic, commercial and 1ndustr1al purposes in the southern 

part ot the state. At the close of 1926, aocording to the 1928 

annual reports of the companies to this Commission, Southern 

Calitornia Gas Comp~ served 201,952 consumers in the Counties of 

Los Angeles, Se:c. Bernardino, Ri vers1de, Kern, Kings and TUJ.a:re and 

elsewhere, Producers Gas and Fuel CompallY' 98 oonsumers in and about 

MolC1ttriok, in Kern County, and Southwestern Gas and Fuel Compan:r 

1,300 oonsumers in and about Beaumont, Benn1ng, Hemet and San J'ac1nto 

1n Riverside County. The properties of Produ.eers Gas and FUel Com-

pa:a.y a.nd Southwestern Gas QIld Fuel Company are adjaoent to those 

ot Southern California Gas Company, end both companies receive all, . 
or substantiallY all, ot the gas they sell from Southern Calitoxnia 

Gas Comp~, the systems being interoonnected. 

It appears that the three corporations are controlled 

through stock ownership by the seme interests and tha.t it i8 believed 

by those in control that the operatiOns and aooounting oan be oarried 

on more advantageously it the three systems are operated as one than 

when operated separatelY, and that public convenience will be better 

served by such consolidated operations. Arrangements have therefore 

been made tor the transter ot the properties as here1n proposed. 

The applications show that Southern California Gas Cam-

PallY' proposes to pey tor the properties ot Producers Gas and Fuel 

Comp~ the sum. or $94,523.67 in cash and assume 1 ts outstand1ng 
~1ab1~1t1es, wh1eh,'as or ~une 30, ~929J aggregated $13,239.51, and 

to pay tor the properties ot southwestern Gas and Fuel Compe:c.y the 

sum o'l $151,596.15 in cash and assume 1 ts outstanding ~iab111 ties o'l 

$101,208.59 and reserves ot $19,310.05. The liabilities and reserves 

are also as or June 30, 1929. 



The or1g1nal cost of the properties ot Producers Gas 

and Fuel Compa:cy, as ot June 30, 1929, is reported at $107,763.18, 

an amount equal to the proposed cash peymen t and the 11ab11i ti es to 

be assumed, and the original cost ot the Southwestern Gas and Fuel 

'Companr, as ot the same date, at $246,565.79, an amount $25,551.01 

less than the cash p~ent and the liabilities and reserves to be 

taken over by the purchaser. The purchase price ot the Producers 

Gas and Fuel CompaDY"s pro:pert1es is based, it appea:rs, on the book 

costs ot such:. properties, while the prioe tor the Southwestern Gas 

and Fuel CompaDY's properties is based on the amount paid by the 

present holder ot that company's stock, Pacitic Lighting Corporation, 

in ac~uiring such stock and in retiring the company's bonds. 

It a:p'pears that the credit balance in the reserve tor 

acarued depreciation account of Producers Gas and Fuel Comp~, as ot 

June 30, 1929, amounted to about $50,000.00 and or Southwestern Gas 

and FUel Company to about $18,400.00. In this connection, however, 

Mr. A. E. Peat testified that, in his opinion, the proper balanoe in 

the reserve for accrued depreciation account ot Producers Gas and 

Fuel Compe:cy should be reduced to about $25,,000.00. In a statement 

tiled subsequent to the hearing, Mr. Peat advivised us that, in his 

opinion, tbe proper balance in the reserve should be $28,898.53. We 

believe that in purohasing the properties ot these two companies, 

Southern California Gas Company should tr~ster to its books or ao-

counts the cost ot the properties as shown on the books ot the vendor 

companies. In the event the purchaser p~s for the properties more 

than the reported original cost of the properties less the liabil-

ities assumed and appropriate reserves tor acorued depreCiation, it 

must charge such excess to its corporate surplus account. 

Inoluded in the properties ot the two companies to be 
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transferred to Southern California Gas Company are the tollow1ng 

tranehises: 

?RODUCERS GAS lu"ID FUEL COIv:;:P Al.TI: 

Ordinance No. 120 passed by the Board 
ot Supervisors ot the County or Kern 
on April 5, 1917. 

Ordinance No. 35 passed by the Board 
of TrUstees of the City ot MoKIttriok 
on Ap:-1l 3, 1917.' 

Ordinance No. 109 passed by the Board 
ot Trustees ot the City ot Banning 
on January 13, 1920. 

Ordinance No. 73 passed by the Board 
or Trustees ot the City ot Beaumont 
on December 12, 1919. 

Ordinance No. 14SA passed by the City 
Council of the City or HeMet on 
September 19, 1927. 

Ordinance No. 157 passed by the Cit1 
Council ot the City ot San Jactnto 
on September 6" 1927. 

Ordinance No. 174 passed by the Board 
ot SUpervisors or the County ot 
Riverside on September 6, 1927. 

Southern California Gas Company asks tor an order 

declar1ngthat public convenience 'and necessity require the exer-

oise by it or the rights a~d privileges granted by suoh tranch1ses. 

The Commission heretofore by Decision No. 4772, dated Ootober 20, 

1917, made its order declaring that public convenience and necessity 

required the exercise by Producers Gas and Fue 1 Company or the 

rights and privileges granted by Ordinance No. 120 or the County ot 

Kern and Ordinance No. 35 of the City ot McX1t~r1ok, 'and by Decision 

No. 7625, dated July 8, 1920, that public convenience and necessity 

required the exercise by Twin Cities Gas Company, the predecessor 

or southwestern Gas and Fuel Company', ot the rights and priVileges 

granted by Ordinance No. 109 ot the City ot Barm1ng and Ordinance 

No. 73 ot the City ot Beaumont. ~e do not believe it necessary to 
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again make a ttnding that public convenienoe and necessity require 

the exercise ot the rights and privileges granted by these tour 

ordinances. The .transter ot properties, i~clud1ng tranchises whose 

holders heretoto~e have been author1zed to exercise the rights and 

priv1leges gr~ted by them, carries nith it to the purchaser author-

ity to exerc1s~ such rights and privileges. 

I~ appears, however) that the Co~ssion has never 

~ade its order ot public convenienoe end neoessity with respeot to 

the tr~ch1ses held by Southwest~rn Gas and Fuel Company which were 

granted by the Cities ot Hemet and S~ JaCinto ~d the County ot 
.~ 

Riverside. Copies ot ~e ordi~ances granting suoh franohises have 

been t1led herein. The order herein will authorize the purohaser 

to exercise the rights and privileges granted b~ these franohises. 

It appears to us that public oonvenience and necessit~ 

Will be served by the transter or the properties reterred to herein 

to southern Calitornia Gas Company, a1d the order herein accordingly 

will so proVide. 

ORDER 

Applications haVing been made to the Railroad Commis-

Sion tor orders authorizing the transfer ot properties and the 

exercise ot franch1se rights, as indicated 1n the torego1ng opin1on, 

end a pub11c hear1ng having been held betore Examiner Fankhauser, 

and the Railroad Commiss1on being ot the o~in1on that the applioa-

t10ns should be gr~ted, as herein prOvided, 
The Railroad Commission ot the State ot California 

hereby deolares that present and tuture public convenience and neces-

sity require and Will require the exerc1se by Southern Cal1roxnia 

Gas Company, its successors or ass1gns, or the ~ights and pr1vileges 

granted by the Board ot Supervisors ot the County or Riverside by 

Ordinance No. 174, and by the City CounCil ot the City or San ~aotnto 
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by Ordinance No. 157, ~d by the City Council ot the City or Hemet 

by Ordinance No. l48A, proVided that Southern Calitorn1a Gas Company 

tile with the CO~1ssion, tor approval, e. stipulation deolaring 

that neither it, its successors nor assigns, w1ll ever clatm a value 

tor said r1ghts and. pl"1vlleges in excess of the amounts actuallY 

paid as the considerat10n tor the grant1ng thereo:t', wh1ch amounts 

shall be stated. in said stipulation. 

IT IS :a::E::?3BY OWER];D that Producers Gas e:nd FUel Com.-

pany and Sou~hwestern Gas and Fuel Comp~ be, and they hereby are, 

authorized to sell and transter, on or be1'ore December 31, .1929, to 
. subjeot to 

Southern Ca11fornia Gas Comp~, allot their propert1es,/outstand-

ing liab1l1ties, and to exeoute and de11ver the neoessar,r deeds, 

conveyanoes) assignments and 1nstruments to effect suoh transfers. 

IT IS EEREBYFURTEER ORDERED that Southeru California 

Gas Company be, and 1t hereby 1s, authorized to purohase and aoqu1re 

and operate the atoresaid :properties, assume t'he l1ab1l1 ties ot sa1d 

Pl"oduoers Gas end Fuel Company and Southwestern Gas and Fuel ComP8.ll3' 

and to exerc1se tbe rights and pr1vileges granted by the tranohises, 

referred to 1n the foregoing opinion, to be acqu1red trom said 

Producers Gas and Fuel Compe.ny and Southwestern Gas end Fuel CompaJlY'. 

IT IS ~:REBY :rro:RTEER ORDERED that Produoers Gas and 

Fllel Company and Southwestern Gas and Fuel· Co:rnpe:c.y' be, and .theY' . 
hereby are, author1zed, upon transfer of their properties as herein 

authorized, to cease 1'Urn1sh1ng and supply1ng gas in the terri tOrT 

1n which th~ now operate. 

The authority herein granted is subjeot to the tollow-

ing conditions: 

(1) Southern California Gas Company, upon aoquis1tion 

or the propert1es referred to here1n m81 charge to 1ts tixed oapital 
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aocounts and current asset acoounts an ~ount not exceeding the 

cost or said pr~erties as shown by tbe books ot said Producers 
Gas and Fuel CompeJlY' and Southwestern Gas and Fuel Compa.n:r. It' 

Southern Calitornia Gas Company p~s tor such properties more 

than said amount less the liabilities, inoluding appropriate re-

serves tor aocrued depreciation which it will assume, it must 

charge such excess to Account No .• 50e - "Miscellaneous Debits 

to Protit and Loss." 

(2) Within sixty days after the aoquis1tion or 
the aforesaid propert1es 1 as herein ~~t~9rl~e~, oouthern Call!Ornla 
Gas CompllllY shall t"11o wi th tho Co.l:21n11ss1on e ~1es of the deeds 

and other instruments of conveyance under whioh it aoquires and 

holds t1tle the~eto; a statement indicating the exact dates upon 
whioh it aoquirod possossion ot the properties; and c~ies ot its 

bookkeeping entries by which it reeorCl.s the purohase prioe and 

the distribution thereof to fixed oapital and other accounts. 

(3) Produoers Gas and Fuel Company and Southwestern 

Gas end :FUel Compa:oy wi thin sixty days at'ter the tre:c.ster o"r the 1r 

properties to Southern Calitorn1 a Gas CompaD.Y' shall t1le with the 

Commiss~on financial reports covering their operations trom 
J"e:c.ue.:t"y' 1, "1929 down to the date 01: such transters, such reports 

to be prepared on the regular annual report torms prescribed and 

turn1shGd by the Railroad COmmission. 

(4) 'I'lle authority here1n granted is not to be con-

strued as a finding ot a value ot the atoresa1d properties tor 

~ purpose except the transters here1n authorized. 
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(5) The authority herein granted w111 became ef-

fective ten d~s rrom the date hereof. 
fi;::-

DATED at Sen Franc1sco, Cel.ltorn1a, th1s --:;'_i.J;...; __ 

d~ or September, 1929. 
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