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OPINION'" 
,'" .... 

" '.',",-' ',' 

, '" I.e" 

In this., applica.tion SOUTEElu."if. COUNTIES GAS C()Ml;'i1ryO~', ". 

C.ALISO::U~IA. asks for authoritytc'issue its"tn.re.e:-yearsix· 
.. 

p~rcent :p~OI!lIn1'~sory notes of' the face value ,,' ot '$240,,500'''' 
.,', 

Applicant has' anauthorlzed capital s;tock' o:f the. par; 

vslua o~~1~OGG,066, .d.iviaeo. !ntol0~OOO shares o£, the:'~a:r, 
va.1.ueo~ $1.00 ea.ch. One~D.all. o:f:this' Sto,ckisp.r~±errea.;,,: 

snd the rema.:tnil:lgone-ha.J.f common.' APp~:tcan~, Jl8.s': ~sUed " . 

preferred stock, of the par value of: $g~P~OOOa.na: .• :a.ri '. of",. 

its common stock, so that the're is outstanding s·tock of', 

the par vaJ.ueof.· $840,000. 

Applicant has:: an authorized'bond issue,of30:-year 

six :per cent gold"Do~dB of the par va:lue~tonem:f.lllon 

a.ol.larso:r whicl{bonas at the :par: value 'of ,$579;6oQ.,a~e",' 
, ,~" . 

outstancl1ng.· 

. Applicant has .·outstanding.its prOmissorynotea:o:f· . 

the f'ac'e :valUe\ of; $123~66~.85~· wh1chnotes·areset,:fo~:t:I:{. 

in a;' st,atement attached to the' aPplication ··,iri'th1S'P:r07"o.' 
.<, '. 

eeeding end marke,d,.,~...xhibit A.n.;, 
',;' 

'.' '. 
0: :''', 

. " :- ',",' . ' 

"',' ," 



:f'urther·1ndebtec.ness o~ $38.2?i.2'Orepresented.by'openbook. 
" . .' ,. : ", .... ,"" 

se:e:ounts whieh are set :forth' :1::0. a sta:teIIlE)nt.a.ttac::b.~d:tOtli18'~: . .. 

applieat10nand ~s.rked "Exhibit B. n. . Apj)li·e:ant 1 stota.J.::rn;;. , •.... 

debtedna'ss,. other than the outstanding bonds, is; 'repre'seIlte&" 

by these notes and book accounts which, toge'ther', smo1llitt<>' . 
,r,. 

I 

$16.~?,939.05. 
, "', 

Negot1a tions ere now under waybetween'a.pp11cant,and'· 

ea.stern capitalists whereby a:pp11cant e~ecte:to :pro~ure,~lie'sluD 
Id:S1 CJo~()a()- .' \ . 

of.:$ii. OOOt:::OOO~>. This sum. w:U~ be re:pre:~ente·a:. by.,notes.or 

bondsseaured "by a mortgage upon all the. prope'rt1es of· the: 

~pplioant. Thepreeent appJ..ioation1sfile.d as: aprelimina-: .' 
. . " 

ry step toward· the cons:o.mma.t1on of these neg~tiations~, 

In the present ap:plicat1onSouthernc.ountles'Gas COm;P8:ay: 

o~ California. asks p~rmission to, issue its~ three': year 6 per ,,' 
. . . , 

cent :protUssory notes of the face va.lue Of'$2,4D~:500~OO.\ 'It ' . 

. is' proposed. that: the :procee<ls derived from the ia:~eo:f'these:' 
riotesw1~lbe used. for the following purpose's:" 

1. $123~65l.8:5 to ref12Ildthe notes of applicant... .' . 
tabulated. in ~ibitATt attached to . 
the application; 

2. $ 29,850.10 to pay certain of the book- a.ocounts· 
" tabulated in l1Exhibit :an:'attaahed. t·o 

the applica.tion; .' 

3., $ 26,979.55 to reimburse. the tre,asury, forca)?ltalexpen-
di.~ures ';.' made from inc·ome. dur1:ng the. .•. '. 
:past thre.eyears'; •. . 

:' ''.,." 

4·i· 43.000,.00 for extensions,and betterments as;.<needed:' ..... 
. 223 ,491~60 

I shil.l.l discuss each of these:pu~ose'~,sepa.ratelY •. , 

(}Onsider1Dg':first the item of' $1.23'~661~8.5:~or:,tf1~payment:o:f 

outstanding notes.' t~e eVidence' ~o:ws; t.b.a:i. ':t:D.emOne7.;der1y.ed 
.' , " .'. ',', <'.'.. ~', '. '. " " ," . .'. \ '" • 

. . . ,", ":' .' ,", ..:,' . . " .. ," ~. " .. ' ,. .. :,:', ' , -',' . 
from these notes'wa.s·spent in.th.e. consn'Ue~:to.n'.of,.alrolj;cal:rt'~s:~' ..... 

. " ~. " . ...".',' ," .'''':' .' :'... .., ..... , '. " .' '. ' '" : . , . 

. siatem. APPlic~t:S.b.Oill~ be allo;e~' 'to re£una ,th.e's'e >o.~:t~3~, ,,: 
. :,~,: . 

and I so recommend. 
, "' ,.,," \.' 

. It is request'edtha1i' ·the .a:trin. o:£'$29 .. 850.10be:a'l.~o~eci: .... 

for the payment of certa~ Of. the. op.e.ll book. ,.,.acQ;o. unt·s· , 't .' ' ..... ·a.bula.t- ' 



eain "Exh1bitB", attached to the E1ppiio:at:ton •.. Tll~ bOOk: 
,.', ,"" 

acooUnts set :forth in that exhibit aggregate$38:~2.'17~(20~· 
: ' .,',,'. '. ",'. , 

$8.42~ ~J.O of these accounts. horever t represent'money~wh:1Qh) 
. ", '. '" . ", ,". 

hs.ve'been' expend.ed in t.he purchase of ga.s.'s~oves:and.other· .. 

gas appliances which a:pplicant~ has sold in theclevelo:pm~nt· 
.' ' '. ' : 

o:f its business. ,These gas appliance acco1l.nts: Sh()U1a.l?rOp~ 
. . ., ' 

erly :be' paid :from income. The Sumsc so . expgnded·cs.n:no~, ili. 
my opinion. properly be capita.lised .• · The accounts,·re;i>resent- .... 

ed in ~1b1.t Err. other than the gas,. appl:tanceaccount:s: are.', 
~" , 

in my: opilrlon, pro.perly chargeable.. as capital , expenSes •. 'It· . 

is these accoiUlts. which e;o'Olicant desires 'to' refundw1th·the, . 
..... ~ ". • • H ,. •••• '" •• 

notes her,ein reqo.ested ~ and. I beii~ve that,t:hecyshoUlci be 
. '. ...", ," 

a1.l..owed:~ .' 

$26.9'IS.55. is asked to reimburse~;:piicant:'streasury 
:for moneys spent from income du~ingthepast. three ,years:. .' 
~he . evid.ellC:e.in· th.is proceed1Dg shows: that,' s1D.c:e 'appiicsnt> .. ' 

'.. ", .. ' '.' :' 

originally purchased this systema.bout three years: ago:'thiii:: 

sum of money has, been taken :from inc:ome :fromtillleto"tilI1eand 

expenaed inextend.1ng and developing. the sYstem aD.d1nc-resis;;'; .' 

ing its facilities. As this' S'OIll of money. was·expend.ed.,trom 

income :for p:c.rposes .:properly o:ha.rgeable to . cap,ita!. a6coUnt~ .... " 

applies-ntis en titled' to issue its:noteB;,witb.the~onsent:of' 
the COmmission to reimburse its treasury:to:r:·themoney,so:i. 

expended. $43?OOO is deSired.tobeexperid.edine:x:te~~i()~S~·· 
service connections and. b.etterments as occasion. therefor' , .... 

arises~ It appears' that applicant. has' veri ie,cently'begUn. . 

to serve natural gas 'in the city of Orange·a.ndin.otbe,;< 

co:mnmn1ties served by it in SO'llthern,Cal:1.fOrn1a.A:pI>i1'~811t",,> ' 
proposes to develop its natural' gas supply and s.erve'n~~:ml.·· 

. ' .' '" > 

gas throughout the entire system. The heatiIlg capacitY· o:t .. ' 
natural gas in this territory is about twice the..t:oia~t.i~> •. ·· 

. .. .;.' . 

:f1ciaJ. ga.s, and sJ.s 0 can be supplie'd at .' consiclerabll. l~:sa, . 

-$-. 



. , .. '. 

expense than artificial. gas.. As the· rate for' na~~ga8:: 
is less,y applicant must Ilec esssi-1ly'increa.oothe ~llDioe.:rof:,it~, . " 

consruners in' order to hav.e its 1Ila.ome und~1Iiiahe:d., Applicant." 

a.ccordingly· proposes to dev.elop and expand. :£t$; b'O.s:tneasaa .' , ',' 
0 •• ,. "'. I ' 

. . ... 

rap1dJ.y as possible. ' 
'. " ,',- ~. .' '.' .. '" .... ,.<'.'. "', -' ",":',~~~(.:"": .. -. . .. ,-

quested. for the purposes of meeting the expenses,nee'ae~lfor' 

'ext'ensions and b~tterment"8' asocce.s.ion, theie:rox arises;.' ,.,," 

I be11evethat Southern Counties Gas. C'ompa~' ofCsJ:i:for-, . . . , - .. :., , , ": ..... ,., ' 

nia. if properly :financed;, has a great,future,iD. Southern !. ' ' ". " ..... ',' .... , 

cali£ornia. SUch was the testimony 'of Will1eJn A. ~8.ebr~< who 
.,"'" ':.:'.'''' 

w8.ssent out fro'!Jl Chicago by theeasterncap1t'a:L:tsts w:tth 
, '. '. .' . ." 

whom applicant is negotiating, 'to' inspectthe]?:ropertyo:f 

this company.' From the report he has made and from the 

,knowleage which the CommissionhS.s of the :possibilit,1es.: for 
.. .' 

the d.evelopment and sa.J.e of natul'al gaa: in,' the co~it,iea 

served 'by a:pplicant, I feel' tl:1atthe COmm!SSiOIl.8b.OUJ..d,:iive, 
'. . ,,.. , ' . 

every assistance possible to a1d,a:p:plicant:tnthepresell~ . ' " . ,- ' 

scheme of financial reorganization., 't',am"o:t theopd.,nion;' 
.; " 

that applicant MOuJ.d. be perm1ttea.te> issue the notes: 'herein > 

, requested. for the pUl'3>oses specified. The' variouaitems:'for ' 

which apIllicant d.esires to iss.ue notes: amount 't,o $223~491,,,50.' 
If" a.pplicant can dispose .ofitsnotes at 93,,:th1:s:s-a.m.ca.nbe: 

realized. and I recotwle.nd that thea:P?11cation~e.: grante~ ", 
. ..,.,. 

upon the condition that. the notes, be issuea:.:f~r'llot:·,les,s thari . 
..... . 

93% of their fa.ce value. 

I sublIdtherewiththe f ()l~ow1DS:f'orm.. of ,orde.r,: 
;, ' '.' ... 

,: , 

SOUTRERN ,COUNTIES GAS C01r£lALU OFCALIFOBln:A .. ~av~.,ap- ,,' 

1'11ao. to· th1s'Commission for pe:rm.1ssiOll t6 'issU6.;l.tS.pr0m1ssory 

notes o~ thefa~e ~al~e of, $2~?~566:- a.na.~pu?i:r,6:h:ea.r1I1g\~a~~.: 
""~~.,,, 

"< ' 
,". ," 



been held lZpon said application, and the Commissio·nfinding 

that none of the purpos.es for which the' :pro~eed8' derlv&a.::r.rom 

said notes' &.rato be us-ed aTe in whole or in pa.rt.che:rgeable.t.o .. 
, . 

~perat1ng e~ensesorto i:ceome and that the~app1ioationsho;ufd 

be. granted,--

I~ ISIrEm;:BY ORl>EP.ED· that SOU.THEN . COUNTIES' GAs coy..· . 

l?.ANY OF CALIFORNIA be.' and it is h~reby '~ut.ho:r1z~d·to1S8lle'it8:·'· 
protlis8ory notaso! the face value of't240,.500upon the follow-

, ., 

ill8 condi tiOllS. and not otherwise... to";'w:1. t ~ . 

1. Saldnotes sha.ll be' issued for B; ternrnot t·o, ex~.· 
'" . 

oeed three(3} years· and at a rate o-I.1nteies:t not. to axoeeclau' 

per oent(6~l peran~. 

2. S8.1d notes s.hall be 1S8U~d 80< as t.o nete.ppll~ 

oant not less than ninety-three per cent (93%) of the £80.6 valU&' 

thereof'. . . 

3. The proceeds obt&ined:trom ·said. no·tesalBll. be: 
", " 

used' for the :following purposes only: .::: . .' )" 

(a) 

(b) 

,. 

(0) 

" . 

$123~661.8S £or the :payment of the notesofappli- . 
cant tabulated 1n~1bi:t.A" attached. 
to the &pp1Ic8.ti.on; . . 

.• 29,850.10 for the ps"vment ot'that :portion of the, ' 
open book accounts' of"· applicant. tabula-· 
ted in 1'E:xhl'blt :alf.attaohed to the ap
plication; wh1ch do not.. represent·moneys 
oWing for: the purchase .·of gas·· stoves. . 
or other gas applIances;" .. 

$ 26.979.55 to re imburse appli C8llt l s.t.reasury·:for 
. moneys expended from inco:a:.e:a.urlng. ·the 

past. three years. :for lleW' oonftruction,. 
ad.di tiona and be.tterments· to .applicant-T.s 

. . 

.~':~'JI' 491.50 
Y~t. 

system; 

to pay:forextens1ona' to maill8',instaJ.
la.tion of'". servl.c'e conne·ction6.bet.te~· 
me:c.ts to applicant's· system. and' imPro.:ve- .' , .... 
IOOnt. in the i'aoi11t:1es-.. the'Teo:f. ea. o,oession " 
thereiormay arise·· •. 

, . , . ,,>' . 

..: ..... , . 

. . 
, ..... 
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4. If applicant should deSire to execute a mortgage or . 
- ',1" .,',' 

deed of trust to secure a:tJ.Y' or all. of -trha notes he:re.:Lnautho,riz-
. . . . 

ed to be issued such mortgage or deedof'tr:o:st .sb.aJ.l;not; beexe:'":' 
.' . . ' '" :",' " 

cuted 'tllltil a form: thereof has beer.. submitted to the COI!llIl.iasion ' 

and t!!;?-· c:.~-:i'l'o·'ial . of the Commias1on···thereto· received ili·the :fon .' 

of a.su.pplemental 'o:r:e.er. 

5.. Applicant shall keep true~ . accurate' a:ndsepara.te~ 

acco'O.llt of 'the notes issued in ac60ro.anc'e with this, ord'er •. and .. , 

of the manner in which the proceed.s Cleriyed.: there:f'rom area.p~ 
, . , " " , 

. . .' 

plied. and on or b"efore the 25th' day of each month shall make 
.. ' 

a. verified report to the Oo~ss1on9 stating the numbel:''' of notes 
.~ , ' , "" . 

"'\' .... :." ... 

isSueo. c.:'1riI:l.g the preceding month; the amountder.:1Vedthe:refrom.,' 
: ': "" . ,.": '"," '", .',,~,.:~:::,<-':. ':~._'.> ... :.~, , 

and the IIlBllllerin which the proceeds: have beenaP:91led, aJ.l: in 
. -"., 

accordance w~th this Commission ?sGeneral0rde'rNo, •. 2~, wl:l.iQh,. , 
,' •• 1" 

in so fer as applicable. is ma.de'a:part O:fth1S.,O:raer~ 
. ,. . 

6. The. euthhri'ty, herein grari.t'edapplicantt:o .~8su~,not6s: 
.' , " , ~."" , .. . " . .' '. . .,:' 

.f 

shaJ.l apply: only to sue h no tea as .. are.' . issue d .onor 
....... '" ,\' ',,' ~', "', , -.: 

er.Sl. 19l4. 

7. This' order shall' not become e:rf~ct1ve,u:nt±1a:PPl1.ea.itt ' .. 
'.' '''''.' .' .', ... ~.-. ".:: .... , ... ' 

has paid the. fee, provided by Secti.on ,57 ot'. the:,:e:nbl1cfuti1'1~ie,8::. 

Act. 
" ' ~ 

The foregoing0I>mion end orderare.her~by a~rove~: and 
',,,'. ,., ,,", 

ordered. filed as' theopinioD. and' order o,~the. R~1TroiidC0mm:1SSi*i:J:' . 

of the, state of California. 

Dat~d at San FranciSco.~Cali:fo.r:aia;~ ·~h1s~t#..;.d8:?(Of' 
July, 1914. 

" . 


