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Decision No.

SIZFORE_ IS RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

In *the Maztter of the Apnlication

of SOUTEERN CALIFORNIA GAS COMPANY,

2 corporation, SOULHERN COUNTIES GAS
COMPANY OF CALIFORWIA, & cornorstion,

and SANTA MARIA GAS COMPANY, 2 Corpo-
ration, for zn order zuthorizing sall cor-
norations to merge into SCUTHERW CALI-
FORNIA GAS CQMPANY pursuant to the pro- Lpplication No. 23767
viclons of Section 361 of the Civil Code
of the State of Californiz;: authorizing
SQUTHERN CALIFORNIA CGAS COIPANY to Lssue
and exchange stock, to zssume certain
ovligations, and to execute and deliver

2 supplexental indenture; and authorizing
the transfer of certain certificates of
nuplic convernience and necessity.

Leroy ¥. Bdwards and Thomes J. Reynolds,
for Applicant

Ray L. Chesebro, City Attorney an€ Frederick Von Sehrader,
Assictant Cily Attorney, for City of Los Angeles

K. Charles 2ean and Stanley Lannen for the Doard of
Puolic Utilities and Transportation of the City
of Lo¢ Angeles

Harold P. Huls, City Attorney and Z. Burton ioble,
Assistant City Attormey for the City ¢f Pasadenz

T. A. BEwmter for Warner Bros. Studlo, Paramowmt Studlo,
Goldwyn Studlo, Columbiz Studlo and Universsl Studio;.
Viebver Baking Co., Four & Baking Co. 2nd Dolly lizdison
Cake Co. '

WAKEFIELD, COLMLISSIONER:

QRLEZIQE

Southern Californis Gas Compeny, Southern Cownties Cas

Company of Celiforniz and Santa lorie Gos Conpony 25X permission to




execute a merger z2greement similaer In form to trat filled In this
vroceeding as Exhidit E for the purnose of merging s2id three com~-
panles into Southern California Gas Company &5 the surviving cox=-
poration. Soutikern Colifornic Gas Company as the surviving corpo-
ration asks permission To issue 440,000 shares of its common stock
in excnange for commen stock of Soutnern Cownties Gae Compaxny of
Californic and of Sante Meris Gzs Company. It clso asks permis

to execute 2 supplemental indenture (Exhinit C amended) azsuming
the payment of £11,500,000 of Southern Counties Gas Company of
California 4% £irst morigage bonds, due oy 1, 1963. The Come
nission is further azked 4o 2uthorize Southern Comties Gas Company
of Californie and Sante lMariz Gas Compony, wpon the consummation of

the merger, to transfer to Southern Californle Gas Company, tre

surviving corporation, the certificates of »ublie convenilence and

necessity neretofore granted by the Commiscion to sald Southern
Comties Gas Company of California and Santa Meria Gas Company in
the decisions zet forth Iin Zxhibit I filed in thic »roceeding.

Tae Soutaern Californiz Gas Company, Southern Countics

stock ownership, controlled by the Pacific Ligating Cerporation.
The Southern Celifornic Gus Company is enzeged in the cistribution
and sale of gas in the Comnties of Los ixmgeles, Riverside, San
Bernardine, Xern, Tulsre, Xings and Fresno. Southern Commties
Company of Californiz Ls engaged in the distribution

gas in the Counties of Loc Angeles, Orznge, Venturz, tad In the
sale of ges in the County of San Diego. The Santa lariz Gas Com-

pany iLs engaged in tne distridbution and sale of gas iz the Comtlies




of San Luis QObispo and Santa parbvara.

Testimony shows that the system of the Santa Maris
Gas Company is physically Interconnected wi*h tha%t of the Southern
Countles Gas Company of Californiz and “hat the system of the
latter iz physically interconnected with the systen of the South-
ern Californiz Gus Company. Maps chowing the territory served by
each of the applicant corporations respectively are £iled in this
proceeding as Exhibits D, E and F.

The Southern Californis Gus Company nes an czuthorized
stock Lssue of $100,000,000 aivided into 4,000,000 sheres with a
par value of $25 ver chore. The 2uthorized stock of the company
consists of $4,000,000 par value of 6% cumlative preferred stock;
$56,000,000 par value of 6% cumulative preferred stock, Seriles A;
and $40,000,000 par value of common. The company hac outstanding
preferred and common stocks 25 follows:s

Preferred, 6% cumuleative 3,998,900

Preferred, 6% cumulative,
Series A. 19,575,800

Common 28,200,000

Total $02 3374, 700

The Southern Counties Gas Company of california has an

suthorized stock issue of $25,000,000, divided into 250,000 chares
of the par value of $100 each. Its authorized stock consisits of

*

$5,000,000 preferred 7% cumlative; $7,5900,000 preferred 6% cumalative;

and $12,500,000 of common. None of the preferred stock is now oute

standing. Of the common stock there is presently outstanding

$8,000,000 par value. By Declsion No. 23618, dated Qctober 22, 1940,
the Commission authorized Southerrn Cownties Gas Company of Californiz
to iscue an additional $1,500,000 of its common zitock for the purpose
of reimbursing i1tz Treasury because of incone ekpended for additions -

and petterments.




The Santz Merlz Gas Compony has 2 common stock author-
ization of $1,500,000 var wvalue, consisting of 15,000 shores. All
of the company’s common stock 15 outstanding. ALL of the common
ctock of Sante laria Gas Company; all ¢of the common stock of Southern
Counties Gas Company of California; 2ll but forty-Sour shores of tae
common stock of Southern California Gas Company znd some of 1its pre-
ferred stock, are owned by the Pocific Lighting Corporstion. The
proposed merger sgreement nrovides that each snere of the common
stock of Southern Counties Gas Commany of California having a npar
value of $L00 snall decome and be converted into fowr fully pald
shares of the common stoek of Southern Californiz CGas Company having
a par value of $25 each, and that ezch chare oFf the capital stock
of the Somta Maria Gas Compeny heving a par value of 5100 saall be-
come and e converted into four fully pald shares of the common
stock of Southern California Gas Compeny having & par value of $25
cach. To effect thic conversion, Southern Califorziz Ges Conpany

ks vernmission to iscue 440,000 shares of its comrmon capltal stock

Y

£ the vpar value of §25 per share.

don sidere
Tt is 2lleged in tre application that it f/ae¢¢raole

2nd advisable by eacz of the apnlicants, in the inzereot of efficlency

and economy . in omeration ard of the general welfare and advantage of
eaca of the anplicants and thelr consumers and of thelr respective
shareholders, that said merger be conswmeted pursuant to tae terms

£ 5244 Agreement of Kerger ané the nrovisions of Section 361 of

the Civil Code of the State of Californiz. The systen resuliting
from such merger will he pihysically intercomnected ané may be eco-
nozically and efficlently operated 23 2 single Interconnected and
coordinated system, and the resulting wification of facilities and
sterdardization of vractices will result Iixn better service =4 greater

convenience to 2ll consumers of the applicants.




Applicants rested thelir case after submitting evidence
showing that the merger of the three companies will make possidvle
the refunding of Southern Countics Gas Company of California
$11,500,000 of 437 bonds, due May 1, 1968 a% 2 lower rate of in-
terest than would prevall if they were refunded without 2 merger,
the amount of which anticipated saving was not disclosed; that the
Santa Meria Gas Company sycstem was interconrected with Southern Counties

2s Compeny of Californiz; that the latiter's system wita thot of
Southern Californiz Gas Company, and that 21l three companies have a
compmon source of natural gas supply, and the presentation of 2 pro
forme balance sheet of the surviving corporation, assuming that the
merger nad been In effect on September 30, 1940.

Not untll they were reguestved to éo zo0 Cid a2pplicants sub-
alt any evidence that the systern reculting from the merger may be more
economically and efficlently operated than the three systexs now exist~
ing, =nd that the resulting wification of facilitles and standard-
ization of practices will result in bvetter cervice ané greater conven-
ience to all consumers of applicants. The testimony submitted on

these polnts ig general To the extireme. No one could inform the

Commission of the executive and mansgement perszomnel of tae merged

company, or to what extent there woulld bde 2 consolidation of operating
districts or divisions, or what accownting records would bhe kept by
districts or divisions, or how differences in rates, rules and regule-
“ions would be harmonized. In zzmswer o inguiries relating to those
matters, witnesses for appliconts stcted zerely that considerztlion
was belng given to %them dut atv this time no conclusions had been
reached. Ropresentatives of the City of Los Angeles and of the City
of Pasadena sought information relative to the earnings of the three

o

companies. On this point offered no evidence. To exnedite




X 4 5.6 erber of 1ts
the submission of the matter, the Comm;ss_an had 2 member o v

gtall present the Investzment azd net operating revenuesvof each of
the éompanies ac deterzined in studies by the Commission staff.

Excepf for the saving Iin dond interest, there Z:g no evidence
that & decreacse in expenses will be an immediate result of the merger.
No other economies are precently expected.

After considering the record, it occuwrs to ze that +his ap-

lication has been presented without mature considerztien reving been
given to the rezults of %he Propoced merger. The Commicsicn set it for

eariné at an early date upon the informal representation'that applicants,
if they are to proceed with %he merger, snowld nhave a decilsion on or

vefore October 29%h. When the hearing was set for October 25th, it was

zion what

X that applicants were drepared To inform this Commis

‘changes in operati standards, records or rates might be expected o

result froz the proposed rerger. Tris, they have failed to.do. Withous
such evidence 1t is

s impossidle %o deterrine whe

1z in the pudlic interect ang I, therefore, recoumend

ther the Proposed merger

vhet this 2ppiico-
tion be denZed withous srejudice,

¥y conclusion naxes 1is wINeCessary to discuss +he Position

vaken by Tepresentatives of the City of Los Angeles 2nd of the City of
Pasadena.

I herewith submit <he following form of order.

SRD

A pudblic hearing having veen held in the above entitled ap-
~.plication vy e, anc Examiners Fankhaouser anéd ¥eNaugnton, ang

mission having considered “he evidence cudmitied a2+ such hearing, snd 1+

the Com-

belng of the opinion that saigd application srould be denled withous

rejudice, theresfore




IT IS ZEPZERY QRDERED. that the zbove entitled appli-
cation be, ané the same is, herevy denled without prejudice.

The foregoing opinion and order are aereby declared
to be the opinion and order of the Railroad Cormission of the

State of Californic.

cisco, Californiz, thnls 2£"'

day of

Commissioners.




