
Decision :i'!o. -------

BEFORE~ .:'~!E Rt.J:LRO.AD CO;OO:SSION_ OF TEE STATE OF CAtIFORNIJ;. 

In the Matter of the A~~lication 
of SOUTEERI~ C.e.t!FOroJI .. ( G.AS COI£PPJ'f'!.;, 
:::. corpor~tion~ SODT3:ERN COUNT!ES GAS 
CO:!Pk.1fY OF CP.L!FOPJ.I!IA, a cor,or:::.tion .. 
c.nd. SP.N:rA MP.RIA GAS COMP Plr:t:;, 3. corpo­
ration, for zn order atrchor~zing said cor­
porations to m~ree into SOUT~{ Cl~!­
FORlIJIA CAS C01D?AlfY P'!Jl"Susllt to the p:-o­
visions o! Sect~on 361 o! the Civil Code 
or the State of C~liforn1a; authorizing 
SOmEERl~ CA1.1IFO~!IA GAS CmCPA1:JY to issue 
and exchange stock, to assume certain 
obligations~ ~~d to execute ~nd deliver 
a supplemental 1ndent'U!"e; anel authorizine 
the transfer o! certain certificates of 
,ublic convenience ~d. necessity. 

,. l~ t· -,,!, ""'767 .... pp _¢~, :J.on J.'10. A-.) 

Leroy U. Edvmrds c.nd ThoJ:lZ.S J. Reynolds, 
for Applicant 

Ray L. Chesebro, City Attorney ~d. Freder~ck Von Sehr~der, 
Azsist~t City Attorney, for City of Los Pngelcs 

K. Cilarlcs 3ean and Sta."'lley LaM&.J:l for the Bo:::.rd of 
Public Utilities arid Transportat:!.on of the City 
of ~oc J..ngeles 

Iiarold ? Ruls , City At';;'orney o.."'lci ::.. Burton ~roole, 
Assistant City Attorney for the City of Pasadena 

T. A .. Hunter for Warner Eros. Studio, Pn.::-tmlOttlt St'Uclio" 
Golawyn Studi.o, Columbia Studio ~cl Univercal Studio; 
Weber Eaking Co., Four S E~~e Co .. and Dolly ~adison 
Cal<e Co. 

WP:t:.r:FIZLD, C01U£ISSIONJ:!R: 

Q!IliI.Q.li 

Sou.thern Cc.:'if'o:-n:i.t! Gas Compn.."'lY, Southo::-:n. Counties Cas 

Company of California ~d St.n.l-;a i:.c.ria Gnc CO:lP:;.ny azk permiSSion to 
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execute a mereer 2erecment simil~r in form to t~t ril~d in this 

,roc~ed~.ng as Ex..'l"l,i"oitR for the pur?osa of moreing s~.id three eo:::.­

panies into So~hern Cali!o~-ia G~~ Comp~~y cs tae surv~vinZ eor­

por~tion~ Southern C~lirornic Gas Co~,any as the survivlnZ corpo­

rntion asks permission to issue 440,000 zhares of its common stock 

in exchange for comzo~ stock of Southern Count~es G~s Comp~y of 

Cali~or~~ end of Scnta ~aric G~s Co:::.pcny. It ~lso ~sks permission 

to exec~te a supplement~l ~de~ture (E7~o~t C ~c~dee) assu=iDg 

the payment of $11,500,000.0£ South8rn Counties Gas Company of 

California 4t.% !ir~t ~ortg~ge bonds, due ~y 1, 1960. The Com­

mission is further ~sked to author~ze Southern Counties Gas Co=pany 

of C~liforr..1a o.n6. S::mta !.'.J.ria Gas Corep::my, ".;.?on the const=.?tion of 

the mereer, to tr~~sfer to Southern California Gas Company, the 

surviving cor~oration, the certificates of ~ublic convenience end 

necessity heretofore grantod by the Commiszion to s~ie Southern 

COUllties Gas Company of Calii"ornis. ~cl S~t$. M~ria G$.s Compony in 

the deeisions set torth in Ex'loit ! filee in thi~ ~~oeeedine. 

The Southern California G~s Coo,any, Southern Countios 

G~.s Company of Cali!ornic. and. Santtl aari::? Gas Company tlre, tbrough 

stocl< ownership, co:c.tro:'lee '07 the Pz.ci!'ic t~e:a.t!.ng Cor:?or~tion. 

Tee Soutb.C:'D. C~li:-ornic. Gc.s Con:psn:r is ong~gecl in the 6.istribution 

and sale of gas in the Co~tie~ of toz P~g¢lcs~ ?ive~sicc? Szn 

:Sc:::-no.rd:!.no, Korn, Tulare, Kir.gs ~d :F:'esno. Southern Counties GtlS 

Co:npCI;.Y of Co.lifornia is en;a.ecd i:l t::.c distribution c.'"'U! $$.10 ot 

g~s in the Countie~ of Los Angelos, Or~ee, Vontu:a, ~~d in tho 

ss.lc ot ge.$ in the County of San Diego. The Stlnta ~ri~ Gas Com­

pany is engaged L~ the distrib~tion a.~d sale ot gas in the Co~tics 
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Testimony shows that the $y$te~ of the santa Y~r1a 

Gaz Company is physically inte=connected with that of the Southern 

Counties Gas Co~pany of Ca11fornic an1 that the system of the 

latter is physic~lly interconnected with the system of the South­

er:l California G~s Company. Maps showing the territory s0rv-ed 'bY' 

~ach ,of the applic~t corporations ~espectively are filed ~~ this 

proceeding as E7_~bits D" E ~d F. 

The Southe~ Calirorn~ G~s Company haz ~ ~uthor1zed 

stock issue of $100,,000,,000 o.1"lieed into 4,000,,000 shares with a 

pa= v~lue of $25 ger :~~re. The :;.uthorized stock of the company 

consists of $4,000,000 par "lalue of 6~ curnul~tive preferred stock; 

$56" 000,,000 par value of 6% cUI::!11lc. t~.ve prererr~6. stock, Series A; 

a.nd $L,.O"OOO"OOO par v:;llue of common.. The co:npa."'l.Y MS outsUuldi.ne 

preferred ~d common stocks as follows: 

?=c1'erree., 6% cuo:ulative $ ;,998 .. 900 

Preferred, 6% cumulatiVe" 
Series A. 19,575,,000 

Common 28 ,.§..oo 300Q 
Total t:~~2~.?~:, 70.q 

The Souther.n Counties Gas Co~pany of ~aliforn1a has an 

authorized stock issue of $25,,000,,000, divided into 250,000 s~rez 

of the par value of $100 oach. Its authorized stock consists ot 

~5"OOO~OOO preferred 7% cumulative; $7,,500,000 preferred 6% cumulative; 

~d $12,500,000 of co~on. None of the prcrerr~d stock is now out-

~~~~e~~., or the common stock there is pre~ent17 outstanding 

$8,000,,000 par value. By Decision No. ~;61S, dated October 22, 1940, 

tae Commission authorized Soutnern Counties G~s Comp~y of California 

to issue an additional $1,,500,000 of its common stock ~or the purpose 

of reimoursing its treasury bec~use of income expended for ~dditions . 

and better~ents. 



!:"le Sante. :rr~::~a Gas CO::'PCZlY MS eo common stock :luthor-

ization o~ $1~500,ooO ~ar value~ consisting of l5,000 s~cs. All 

of the co~panyTs common stock is outstanding. All of the co:=on 

~tock of S~~t~ ~T~a G~~ Co::.p~~y; all of the co~on stock of Southern 

Counties G~s Co~p~y of Calirorr~a; ~ll but forty-~o~ sbzres of tne 

common stoc~ of Southern California G~s Co~pany and some of its prc­

ferred stock, are ovr.ned oy the ?ccific Light1r.g Corporction. The 

proposed merger agreement ~roVidec that e~ch share of the common 

stock o~ Southern Counties Gas Co~,zn7 of Cali!ornia having a par 

value 0: $lOO shall oeco~e an~ be converted ir.to four fully p~id 

s~rcs of the co~on stock of Southern C~lifornia· Gas Compzny having 

a par value of $25 each~ and that e~ch ~hare of the capital stock 

of the S:?.."lta Maria Gas Company hav:L."lg a ~~ vc.l't;c of $100 shall be­

come an& be converted into tour fully paid shares o~ the co~on 

stock of Southern California Gas Company navine a par value of $25 

c~ch. To cf!eet thi~ conversion~ South~r.n Cali!orni~ Gas Compc.ny 

esks pernission to issue 440~OOO shares of its co~on capital stoc~ 

of the ~ar value or $25 per share. 
c:'ons1c.er~d 

It is alleged in t~e application t~t it is/deSirable 

~d cdvisaole oy eac~ of the app11cants 7 in the interest of efficiency 

and economy,:!:n operstion ::me. ot the genera.l welfare nncl aq.vantage' of 

each of the a?plicants and their cons~ers ~d of their respect17c 

shsreholders, that said mereer be consu:mated pursuant to the te~s 

of sc1d Agreement ot ~ereer and the provisions or Section 361 of 

the Civil Code of the State ot California. The system resulting 

from such merger ~~ll be p~ysicallY interconnected anc ~y be oco­

no:1c~lly ~d efficiently operated cs ~ zi~~le interconnected and 

coordinated system~ and the resulting unificat~on of facilities end 

st~~dardizstion of practices will result ~ better service ~d gre~ter 

convenience to all consum~rs of the a~~lic~ts. 

-4-



Applicants rested their case after sub~tting evidence 

showing tr..at the merger of the three c ompanic3 will make possible 

the refund~~g of Southern Co~~ties Gas Company of California 

$11~500,OOO of 4~ bonds, due May 1, 1968 at ~ lower rate of ~~­

terezt th~~ would prev~il if they were ref~~ded without a mereer, 

the amount of which ~ticipated z:).·/l.."lg 7.'a'= not disclosed; tr.at the 

Smlta !f.eria Gas Comp:lnY system 11C.S intc!'connected vrith South~:rn Counties 

G~s Company of Cal1~ornia; t~~t the l~tto='s system with t~t of 

Sou.thern Ca11fo:-::lia Gas Comp.-:l.."'lY 1 and that all three comp2.nies h.'lve a 

common source of no. tu:-al gas supply, and the p,rcsenta t:='on of a pro 

forme. balance sheet of the 3urv1ving corporation, assuclng that the 

merger r.ad been L~ effect on September 30, 1940. 

Not until they vrere requested to do so did appli'ca.."'l.ts sub­

zit any evidence thc.t the system re$ult~g from the merger may be more 

economically and efficiently ope~ated tr~n the three ~yste=z now exi~t­

ing 1 ~~d that the ~csultL~g ur_ification of !a:ilities and standard­

ization of practices ": .. ill result i.'"l bctte~ service a.."ld greater conven­

ience to all cons~erz of applic~~ts. The tczti~ony submitted on 

these points is general to the extreme. No one could 1r~o~~ the 

Commission of the exccuti70 ~"ld ~nzgement personnel of the merged 

co~pany, or to what extent the~e would b~ a consolidation of ope~at~~ 

diztricts or diVisions, or what accOUa~ting records would, be kept by 

districts or di7isions, or how differences ~~ rates, rules s.~d regula­

tions would be harmor~zed. L~ ~zwer to ~~quir~es relating to tnose 

matters, wi tnezses ~or ap!,lic:!r.t:: st:.ted =.crely t!'.2.t con3iderz.tion 

w~s beL~ given to t~e~ but at this t~me no concluzion: had been 

reached. ?opresent~tivez of the City of Los ~~geles and of the City 

of P~sadenc sought information relative to the ecrn~es of the three 

comp~~ez. On this po~~t ~pp1icants offered no evidence. To ex~edite 
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the submission of the matter? the Co~ssion bad a member of its 

staff present the i..~vezt=cnt and net ope!"3. ti.""lS revenues of each of 

the companies az deter~""led ~ studies by the Con~ission statf. 

Exce~t for the sav~~g L~ ~o~~ ir.te!"ezt~ there is no evidence 

that a decr.caze in expenses \I,'il1 be ar.. im:o.ee.iate rCS1;.:t 0: the merger. 

No other economies ~re prezc~tly expocted. 

After c~""ls1dering the recore, it occurs to ~e t~at tr~s a~­

plication haz been presented witho1;.t mature consider~tio~ ~~vir~ been 

given to the re=~ts of the proposed merger. The Co~ss~on sct it for 

hearing at ~""l early date u~on the L""lforroa.l representat~on that applic~~ts, 

if they Sore to proceed with. the :e:"ger, sr..ould have a decision on or 

before October 29.,:th.. When the he:lring 'wes zet :tor October 25th, it waz 

assumed that app11c8nts were prepared to 1r~or~ this Commission what 

changes in operating st~dares~ records o~ rates might be expected to 

rez~t froe the proposed merger. Tr~s, they have failed. to. do. Without 

such evidence it is i~possible to dete~~~c whether the proposed merger 

tion be c.cn::'cd withot:t prejudice. 
rcco~cne that this ~pplic~-

~~ conclusion ~ukcs it ~~~ecessary to discuss the position 

taken by repre3er..t~:tives of the City of Los A.."'lgelcz :!nd of the City of 
Pass.den.-a. 

A public hearing hsvir.g been held in the above entitled ap­

'. plicati.on 'by ree, and Exami.."'lers Fankhauser ~""ld lrcN::l1..'l.Zhton, o.nd the Com-

mission having considered the evidence sub~tted at such hear1r~~ and 

be~"'le of the opinion that said applicat!on should be denied without 
prejudice, therefore 



IT IS EE?~~ O?~EPZDth~t the cbove entitled appli-

cation be, Dnd the same is, hereoy denied ~thout ,rej~dice. 

The foregoitl.e opi:'~on and order are hereby declz.red 

to be the o~inion ~~d order ¢t the Railroad Co~~ssion or the 

state of C~li!orni~. 
... 

D t .. .. s ..... ". C .. i.e- • - t-'" - J. C • a eo. at; 0.."1 .t:'r2.!'lc.:.scO, 8.J. ... or!U~, tU.~ _ 1'- ~ 


