
Decision .No .' ___ _ 

:BEFORE TEE, RAILROllJ) OOmtISSION 

OF ~ ST~ OF CALIFO~IA 

--000--

In the Mstter of the AP'Plice.tion o'! .: 
WESTE?.N FUEL GAS AIm POWER COlvtl?Ali! · · and. SOU'~:s::EBN OALIFORNIA GAS CO~.AJT£ 
for en ord.er authorizing the sale by : 
the t"ormer to the latter eomp~ of 

· · 
· · a gas distributing system.and fran-

chisee. '. 
· · · · 

App11c a:~1on 
No. 3448 

R. E. Matte,son for Western Fuel Gas snd. Power Comp~. ' 
O'MelveXl;1. Milliken &' TUller by R. B. Rep~:r t"or 

Southern California Gas Compgnr. 

EDGERTON, Oommissioner 

OPINIon - ............. _---
Western Fuel Gas and. Power Comp~ 8sks suthor-

it7 to sell ~or $150.000 its gas generating and distri-

bution syetem including its franchises. office furn1 t'tt:r'e. 

stores, accounts receivable. etc. to Southern Ce.liforn1~ 
Ga.s Com:p~. ttb.e p'tZrchas1ng, compa.ny joins in th~ 8~11-

cation. Of the purchasing price" the Southern OsJ.1:tol"'-

nie. Gas Compaw proposes to pay $30 ~ZGO • in cash. 

$80.640. tbrough the iS3Ue of $84.000. of 1 ts first 

mortgage 6. per cent bonds snd $39,000. tln'ough.,the i,ssue 
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o~ a ten year serial non-interest bearing note 

having a face value, of $39,000. 

Western Fuel G&S and Power Com~~ W~8 

orgs.n1zedon or s.'bout A~r1l lO, 1902. The eoml'~ 

has tin authorized etock issue of $30~OOO. of which 

$22,5Ol. is reported outstsnding. Of the out-

sta.nding stock, the Estate o~ ~. H. Spires ow:zl8 

$22,485.. ~he compSDY has no bonded indebtedness. 

Its current l1abilit1es srereported s.t $130,701.81, 

of wh1ch $121,669.04 represonts advanees ana aec~ed 

interest thereon payable to the Zstate ofJ. X. 

Spires. 
Western Fuel Gs.s and Po~er Compa~ owns 

a gas generating plant in the City o~ Re,rmosa ~each 

, and owns aDd o'peratas s ga3 distributing erstem in 

the cities of Redond.o Bea.ch, Mtlonhs.ttl!tt1. :Beach and 

Hermosa Besch, LOB Angeles Oounty. W.;. Hammond, 

assista.nt engiXloer in the ga.e and. electriC diVision 

of the Railroad CommiSSion, estimates the reprodue-
. '." -.,' 

t10n eost new of the ~ropert1es of Western Fuel 'Gas 

and Power Comp8ll1 as' 0:( Octo bor 1. 19l7 at $18'9.1"23."' 
and the re:prOd.U~ti~n· ~st new 'lees del'reCia.t1~Xl>~{': 
$l47 ,697." 'These ~1~es inc~ud.e '$l2,oo'0; siio~~d 

, ,On ." ~ 

for land:.:which the Southern Ca.l1forXlis. Ga.s Compat1;7 
does nOt. propose to a.cquire. Th~' 'f1gurozdo'llO,t 

include ~ ailowsnce ~or' ~u~~nt 'aeeie~s' '6ther than 
., . 

~ .. '. 
materials and' supp11es. 

....:. 

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

Since 19l2,~ the VTE)sterli Fuel Gas and Po\ver 

Comy8llY has been :9urehasing ne. tural sss from ths 
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Southern California Gas CompSIlY. The introduction 

of nstural gas. has· rendered the generating plant of .. . 
the Western Fuel Gaa and ?ower CompaDY obsolete. 

The investment in the generating plant is o$t1mated 

by the parties to thi$ proceeding at $44.000., the 

aslvage value of $5,000. lee:v1ng e. loss of $39~OOO •• 

Again&t thd generating ~l~t, Southern Csl1torni8 . 
Gsa Com~nny would issue a ten year non-interest 
bearing serial no~e for $39,000. payable in monthly 

1nztsllments o~ $325. each. Should. 1 t real1 ze more 

than $5.000. from the sale of the generating plant • 
. any amount in excess of $5.000. Will be a~plied to 

the payment of the ls.et ill3tallments on the note. 

From the records on :file w~:'G:o. the?~ilroad 

Commiseion, it appe~s that the pro~ert1ez of West-

ern Fuel Gas ~d :0\1er Compa:cy during the :oas.t few 

years have been op~rated at s lose. The 1033 i3 .. 
in :part due to the leakage following the introduction 

of ns.tura.l ga3. ~.he compa%lY has been end.ea.voring 

to overooce t.b1eleaks;ge. but tn'llS far has not 'been 

able to reduoe it to normal. 

Southern California ~a5 Compa~ pro,oses 

to continue in effect the rstes now charged by 

Western Fuel Gas and Power Co~anyunt1l such time 

as the efficienoy in operation. the reduction tn 
~e~ge and the increased buainess warrant So c1.ecre8;8f1 
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in the rates. Officis.1s of Southern California .Gss 

Co~aDY are of the opinion that a reduction in rntes 

Will be possible in the ~turo under their management. 

but this can he.rd.ly be expected were the present eon-

dit10ns to ~revail. I~much ae 1 t app~srs the. t the 

properties o£ the Western~el Gsa and ?ower Com~~ 

have .~or some time pazt been o~ersted ~t a loss. that 
the genera.ting plant of the' eoIllPa:ay has been rendered 

obsolete through the introduction of natural gas. t~8t 
tte public has benefited through the introduction o~ 

ns:tur1ll gas be ca.use of i te greater heat unite. that. 

the Southern Csli!orn1a Gas Com~s.ny because of its 

larger o~erstion8 and organization will ~e able to 

introduce economies and bring about gre~ter efficiency 

that will perhaps jU3tif,y a Aecrease in rates. I be-

11eve th~t the purchasing co~an1 should be permitted 

to amortize the' value of the genero.ting pla.nt at out-, 

lined in this a:9pli~8.tion and issue in p~ent for the 

generating plant a ten yesr non-interest besr1~ serial 

note :for $39.000 .. payable in monthly inst.~lments of 

$3U. each. 
Southern California Ga.s Compa~ proposes to 

par for the distribution system and properties o~ 

Western Fuel Gas and Power CompaDY. other than its 

generating s~stem9 $ll1.000.. O:f this amount. it 

intends to ~~ $30,360~ in cash a.nd $80.640. through 

the issue o~ $84,000. o~ its ~1rst mor~gsge 3ix ~r 

cent bond.s 'Payable November 1. 1950. ~he sellixzg 
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corporation has agreed to aeee~t these bonds at 96. 

Viewed ae s. separate entity. I do not believe that 

the properties of Western Fuel Cas' end Power Comp~. 

as now existing and being o:pel'ated, would justi~ 
the creati4)n of $84,000 bonded indebtedness. However, 

if this tl'~a.ction is conettmmated, the ~ropert1cs 

will no lo'nger be a se:garate enti t1 but become 8' 

part of the "Oropert:tea of Southern Cs.li:for%l1e. Ga.c 

Com:oany. The lien of the mortgage of Souther.n 

California Gas Compa:oy extends to sl.l of its prop-

erties owned on November 1, 1910, the date of the 

mortgage. ss well as to those aOQ.u1red subsequent 

thereto. The earnings of Southern California Gas 

Com"any appear to be adequa.te to enable the com-ps.IG" 
to P'8:Y the interest on th.e $84.000 of bond.e which 

it now desires to is~e. 
I hereWith submit the following form of 

ord.er. 

Western Fuel Gse s.nd. Power Com'OaDY and 

. Southern Cali~ornia. Gas Com1'1lnY haVing filed ".'71th 

the ?silroad Commission the ~et1tion herein ~8 

". a:p:.oea.r.s in the ol)inion which :precedes this order., 

e. hearing haVing been held and the Commission be1~g 

of the opinion that. th.e money., pro'Oert.y or la.bor 

to be ~rocured or ~s1d for through the is~e o~ 

bonds is reasonably re~U1red for the puryoee o~ 

~urpoees s~eei!1ed in the order and that such pur-
:pose or ~rpo3es are not in whole or in :part. 
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rea.sona.blY chsrgeable to operating expenses or to 
. 

income, 
IT IS ~~y OR~ERED thst, W~stern Fuel 

Ga2 and Power Com~~ be. sndit 12 hereby granted 

authority to sell its entire gas generating and dis-

tributing s:rstem, including its franchis·es and 
office furniture, etores, accounts receivable, ete. 

to Southern Oslifornia Gas Com,any for the sum o~ 

$150,000 •• 

, IT IS HEREBY 1URTEER OR~ERED that Southern 

Csli:f'orn1s Gag CompSDY be, and. it is hereby granted 

authority to issue $84,000 face value of its first 

mortgage six pcr cent bonds due nnd ~ayable Novemb~r 
1, 1950, at not leee than 96 ~er cent ottheir face 

value plus accrued interest, as part payment for th~' 

properties herein authorized to be acquired. 

IT IS ~'BY FURTHER ORD~ ths.t Southern 

CaJ.iiornia. Gae Com,!)atlY, be, and it is herebr granted 

authority to issue a ten year sor1al non-interest 

bearing note for the principal sum of $39',000 payable 

in monthly installmeIlts of ~Z25. each, said note to be 

issued in part p~nt for the pro~ert1ez herein auth-

orized to be acqilired.· 
The authority herein granted. ie gre.nted 

upon the:f'ollowing'condit1ons and not otherwise: 
(1) ~fore this order shall become effective. 

Southel'n Oalifornia G,'lS Com'9any shall file 
wi ththe Railroad Comm1s,~1on .e. stipulation 

duly authorized by its board of d1rectore 

agreeing th3~ neither it. its successors or 
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assigns .Will ever claim before the Railroad 
. . 

Commission or other regulator.1 body a valU& 

for the franohises to be aoquired from West-

ern :B'Uel Gas and Power Com:9snY' in exces~ of 
the actual cost of such francbisee to Vl~stern 

Fuel Gas and Power Company. said et1:9ulat1on 

to show the amount ~aid for suoh frsnchises 
by Western :E"Ilel GaS and Power Compsny. and 

shell have received from the Railroad Commis-

Sion a gU~:9lemental order declsXing that such 

stipulation satisfaotorY' in form haS been 

filed with the Railroad Commission. 

(2) The purohase price of the properties 

herein authorized to be sold and transferred 

shall never be urged before the Railroad Com-

mission or other regulatory ~ody as s measure 
of the va.lue of said "Property for rs.te-fiXi%l.g 

or ~oses other than this ~oceed1ng. 

(3) It the Southern Ca1itornia Gas Com!,~ 

shall realize more thsn $5,000. from the 

sa.le of the generating plant snd e~ipment 
acquired from Western ~'Uel GaS and Power 
CompanY, the amount in exoess of said $5.000. 

shall be a!':91ied to the 'Osyment of the le'3t 

iXl$t$llments of the $39 7 000 serial note herein 

"s:a.tb.orized to be issued • 
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(4) Southern California Gas Comps.llY shsll 

kee~ separate, true and e.ecurste accounts 
shov~ng the receipt and 8y.~lieation ~ detail 

of the proceed~ from the sale of the bonds 
and note herein authorized to be issued, a~ 

on or before'the ~rent7-fifth day of each 

month the compa~ ehsll make verified .re-
ports to the Commission as re~1rod b1 th~ 
Commission's General Order .N'tUXlber 24, wh.1cb. 

order. in so fer S8 s,:9l'licable, is made a 

:part of this order. 

( 5) The a:o.thori ty herein granted. to 1 ssue 

bonds and a. no-te shall not become effocti';'1.G " 

until ·Southern California Gas Com~gny_~s 
paid the fee ~resoribed by the ?ublic Util-

i ties Act. 

( 6·) The s.ut~ori t:v herein granted to issue 

bonds and a note shall s.~ply only to such 
bonds and note as maybe issued on or be-

fore S~tember 1, 1918,. 

Ij!he foregoix:.g Opinion a.nd Order a.re herebY' 

ap~roved and ordered filed as the Opinion dnd Order 
of the Railroad Commission of the State of Ca.l1i'ornia. 

Dated. at S~,1~rsncisco, Cel1:fornis. 
this .91.f 77 'day of May, 1918., 

., ::':;:I,·· " ~ ... ~.2t 
',,0'1 

~ -g .. " '" ... .... ~.(t}.~~ 
, .. ;7 ... . ...... 

j> • • ." 
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