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Decision No. 23847

BEFORE TEE RATLROAD COMMISSION OF THT STATE OF CALIFORNIA

Iz the Matter of the Application of )

EAROLD G. LLAUB )
Tor ax order authorizing the sale of )
pudblic utility provexty and for )
authority to0 sell and/or a cexrtificate)
gr pudblic convenience and necessity to)
QT

Application Ko. 17224

Charles F. Stern and Louis R. Lackey,
for applicants.

2 TEE CORISSION:

OPINION

Jo this proceoling the Commission is askeld To enter
ts order cuthorizing Earold G. Leud to sell to the Souttwest Gas

Corporation, Ltd. his gas pionts end systems which he hes comnstructed
o> waich he is constructing at Barstow and at Ticilorville, Saxn
Bernardino County. The Commiszion iz further asked to authorize the
Southwest Gos Corporation, Lté. 1o issue one share of stock to each |
of 1%s rov.:' iz corporato::s exd %0 4issue to Charles F. Storn 3,396
‘sheares (364,900.00 par value) of stock. Southwest Gas Corporation,
Ltd. also asks thet the Commission issue to it a certificete of
public convenience and necessity for the operation ¢f the aforesaid
.ga.s »lents and systenms.

The Commiszion by Decision‘No. 23281, dateld Decexbex 15,
1930, as emended, iz Application No. 16749, znd Dy Decisio:ilm’o. 23182,
datod Decembdexr 15, 1930, as amendoed, in Application No. 16892, granted
40 Harold G. Leud a preliminery certificate of public convenience and

de




necessity authorizing bim to proceed with the comstruction and oper-
ation of dDutane gas plants and systems at Barstow and Tietorville.
The authority was granted subject, among others, to the condition
that there were %o be Liled in satisfectory form copies of all com-
tract-agrecments under which Earold G. Lavd was to recelve funds 2rom
Charles F. Stern for the construction of said gas plemts, copies of
all'contract-agreements undex which applicant will receive or pur-
chase the liquid gas that he proposes to &istridute and 2 stipuletion
by the epplicent to the effect that he, hic successors or assigns
will never claim bPefore the Railrosd Commission or eny other dody or
court a value Lor such franchises in excess of the actual cost there-~
oL, whick cost was to be set forth in the stipuleation. The Lranchise
stipulation and the financing agreement beatween Cherlos F. Stern and
Eerold G. Lexmd have been filed. The Commission, however, has not yet
roceived copies of all contract-agreements under which Harold G. Leaud
will receive or purchese the ges that he uses in the operation of his
plants. In view of these not having heen received, the Commission
hes not yet entered 1ts order finding that Harold G. Laud has complied
with the conditions of the orders im Decision No. 23181 uand Decision
No. 23182, as amended. As & result of the Cormission no%t entering a
finel order in the aforementioned matters, Herold G. Lawd has at this
time only a preliminary certificate for the construction and operation
of the gas plants and systoms at Barstow and Vietorville. The author-
1ty herein granted to transfer properties and issue stock will become
effective when this Commiscion enters 1tz order declaring or finding
thet Eérold G. Leub hes compiied with the conditions in the orders
in Decisions No. 23181 end No. 23182, &s amended.

In Application No. lé?é9 Hexrold G. Laud estimated thae
cost of the Darstow @as plant at $35,924.50; in Applicaxion.Nq. 16892

the ¢cost of the Victorville ges piant wes estimated ot £40,619.00.
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The eostimateld cost of the two plants aggregates 476 545.50.

It 1s of zecord in this p-oceed.ng that the Barstow
plant has been completed and is in operation cnd that the Tictorville
pleat is practically completed and will de placed in operation on or
before May lst. TWhile not all of the services originally eétimaxed
have been Installed, 1t is bYelieved that the actual direct cost of
completing the two plents, Including the installation of all services
originally plemned, will be about £48,000.00. This does not include
cortain preliminary oxpenses nor any compensation tTo any one instru-
mental in the construction of the twe plents. The prelimxnary exX~
peases, including interest during coastruction at $1,39L.70, are
reported at $6,858.23,_wh1ch, alded to the $48,000;00, nekes & totel
ot $Sé,258.2$. To this we are asked o add the following compensa~
tion to be represented by common stock:

Terold G LeUbDecavecosessd 6,000.00

L‘R. Lacxw‘.'........-., 5’000.00
25,000.00

Charles F. St lveeransces
SEDtOTEL, v v e ves s BETTC00
Add....-..-......O.Q..... 54 258.

Grand Totel.....«$90,258.23

The evidence inm this proceeding is bdased on a diflerent
theory then that followed in Applications No. 16749 and No. 16882. It
is suggested that the Commission should recogrize as a basis Jfor the'
{1ssue of securities the estimated cost of the Two plants. In suppord
0% this suggestion, it is stated that the cost of the plents comld
have been multiplied, perfectly properly, dy organizing a series of
corporetions, each of which would function in 2 given capacity and
at a rizxed overbead. e eare fully coguizant of the Lact that this

pracuice 1s boing resorted to by otkers, dut we do not approve of the




practice where it results in multiplying cosis beyond what they should

be. The parties before us have nov resorted to the pyramidizg of
their direct construction costs. They believe, however, thel in view
of the Tact that others are indulging in +his practice, the commis-
sion should assume & somewhet liberal ettitude in authorizing the
{ssue of stock of Southwest Gas Corporation, Ltd. in paymen? Loxr the
gaes properties at Bérstow and Vietorville. TWhatever stock %the Conm-
mission may authorize the compeny to issue, it appeers will be ac~
quired by a holding compeny end will nov be distriduted directly to
the p»udlic.

while the Comnissior hes at times authorized the lssue
of stock ageinst estimates, such orders were predicated wpon the
assumption that the utility would not {ssue more stock than neces-
sery end that the costs imcurred would be reasonedle costs. At no
time has the Commiscion, wWhere actual costs were available, based &
stock 1ssue on an estimesed cost. It Will mot deviate Irom vhis
policy in *this instance.

we have considered the evidernce submitted in this pro-~
ceeding end in Applications No. 16749 and No. 16892 end have cone
cluded that the Southwest Ges Corporatvion, 74+d. should de permitted
to issue 2,667 shares (§66,675.00 pexr value) of its stock in peymentd
20> the properilies 10 which Tefercace has beon mede, exnd ihax the
company's epplication for perﬁission <o issue 729 shares should be
Alzmicsed withous prejudice. The amount of stock which the order
herein suthorizes the compeny to issue 13 dased upon a pleat cozt

02 $60,000.00 end the issue of the stock ox & basis of ninety.
ORDER

mhe Commission heving been acked to eanter its oxder

enthorizing Earold G. Laud to transier certaln ges plants and systens
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+0 the Southwest Ges Corporation, Ltd. and that corporatiom heving
asked permission to issue 3,400 shares of ctock and be granted &
certificate of pudlic convenience and necessity Zor the operation
of the eforeseid gas plents and systems, & public heering having
been held defore Examiner Fankheouser and the Comnission deing of -~
the opinion that the Southwest Gas Corporation, 2td. showld e
permitted To issue not exceeding 2,671 sharezs oX stock In payment
for the properties which Herold G. Lewd is hereby authorized o sell
to 1% and to quelify 1ts directors; that the momey property or labor
to be procured or paid Lor by such issue is reesonedly required Ior
the purpose herein stated and that such purpose is not, in whole or
in pert, reasonebly ckhargesble to operating expenses or 0 Incoze;
+het this applicetion fnsofex es it involves the issue of 729 shares
o stock should be dismissed without prejudice; and likewise that
the recuest of Southwest Gas Corporation, Ltd. for & coexrtificate of
pudblic convenience end necessity for the operation of sald planvs
and systems should be dismissed without prejudice for the reason “hat
preliminery certificates have deen grented to‘EaroldvG. Leaubd, whick
he is herein suthorized to transfer to sald Soutawest Gas Corpore-
tiom, L4&. upon compliance witk the orders of the Commission greanting
such certiticeates, therelore,

IT IS SEREBY ORDERED as follows:

1. Herold G. Leud be, end ae is heredy, authorized %o

transfer, on tnd efter the effective datle hercof aad prior %o Aungust

1, 193, to Southwest Gas Corporavion, Ltd. the gas plants and sysvems

constructed under the suthority granted by Decision.N’. 23181, dated
December 15, 1930, as emended, and undeXr Decision No. 23182, &=
amonded, together with the certilicates of pudlic convernience end

necessity grented by said decisions as emended.
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2. Soutbwest Gas Corporation, Ltd. is heredy authorized
to acquire, on and after the effective date hereol and prior to
Augus< 1, 1931, the aforesald properties cnd to issue in peyment Zor
seld properties 2,667 sharec of 1ts common capital stock, provided
seld properties de acguireld free and clear of 2ll indebtedness.

S« Southwest Gas Corporation, Ltd. is hereby euthorizeld
To iscue and sell %o its incorporators at $25.00 per share, fouwr
shares of 1iis common cepital stock and use‘the proceeds Lor working
capital.

4. Applicant, Southwest Ges Corporation, Litd., shell
keep suck record of the issue ard sale of the stock herein suthorized
as will enedble it to Zile, on or before the 25th dey of each month,

& verilied report, &s required Dy the Rellroald Commissionts CGeneral
Order No. 24, which order, inscofer as applicedle, is zale & part of

this order.

S. The authority herein granted will become effective

whern the Comxission has granted to sald Earold G. Laxd a final cer-
tificete of pudblic convenience ané necescsity granting him permission
to comstruct, meintain and operate the aforesaild gas plants and dis~
tridbution systems at Barsitow and Vietorville and vicinities.

DATED a% Sea Trancisco, California, this Aﬁég- day
of MM ., 193l.
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Commissioners,




