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Decision No. 43845 | @ R u ﬂﬁ NA%—

BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of

. SOUTHEFN CALIFORNIA GAS COMPINY, 2
corporation, for an order authorizing

it To lszue and sell five hundred

thousand (50C,000) shares of Common

Stock at par aggregating Twelve

Million Fiwve Hundred Thousand Dollars
($12,500,000) under the provisions

of Section 52 of the Public Utilivies

Application
No. 32425

Sl N ar N Nl NS S

L. T. Rice, for applicant; Roger Arnebergh, Assistant
City Attorney, for the City of Los ingeles,
interested paxrty.

ORINIQON

In this application the Commission 1s asked to make an
order authorizing Southern California Gas Company to izsue 500,000
shares of common stock, of the par value of $25 each and of the
aggregate par value of 312,500,000; and to sell said shares a2t par to
Pacific Lighting Corporation pursuant to the preemptive rights
possessed by ivT.

Applicant reports that 1t has need for the proceeds to be
received through the issue and sale of said shares of stock for the
purpose of paying outstanding indebtedness and of financiﬁg, in part,
the acauisition of‘property or the‘completion, construction, exxed-

. sion or improvement of its facilities. It estimates its cash re-
quircments for its 1951 construction Wudget, as shown in some detail
in Exhibit B filed in this proceeding, at $37,865,700, and its

sources of funds to meet these requirenents as follows:
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Cash in hands of Pacific Lighting Cor-
poration at January 1, 1951

Sale of 500 000 shares of Common Stock
at $25 = share (propoced sale)

Depreciution reserve funds (1651)

Balance froz sale of sealor securities
and available eammings

Total

$ 3,834,214

12,500,000
4> 400,000

17,131,486

837,865,700

e application shows that on April 20, 1951, applicant was
indebted to Pacific Lighting Corporation in the amount of approximately
3225;900, and that it is estimated such indebtedness will be inereased
to $3,600;000 2t the cloce of June, 1951. It appears that it has been
applicentt!s practice to provide its capitzl funds temporarily'with
moneys borrowed from Pacific Lighting Corporation and thcroafter to
repay such Yorrowings through the issue of first mortgage bond,, pre-
ferred end common stoek. Applicant's capital ratios as of May'Bl,
1951; and after giving cffect to the proposed issue of stock, are as
follows:

Moy 21, 1651  Pro Forma
ggg%zrred stock ég.9% é§:2%'
Equity capital AT LS4

Total 100.0% 200.0%

e record shows that spplicant will be required to obtain
funds from external sources in order to procced with its construction
program. The issue of common stock, 25 now proposed, shéuld place
applicant in a position where it can engage readily in debt fi;ancing
a2t a later date, should conditions prove favorable to such actfon.

It will be noted that applicant will be required to obtain approxi-
mately 17,000,000 from additional financing during the latter part

of the year, and it &pPears ﬁhat it is giving consideration at this
time to the issue of bonds for this purpose. With the capital strue-
ture applicant will have following the issue of common stock, 25 here

proposed, the isszue of 317,000,000 of wonds would bring its debt
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ratio up to approximately 50%.

" At the hearing held in this proceeding on June 11, 1951, lan
appearance wae entered on behalf of the City of los Angeles by its
assistant city attomey;,'who stated that the city offered no objection
to the sale of the common stock in accordance with the .ﬁpplicati'on;
provided that future financing be 50 arranged as o réstore and main-
tain a debt ratio of approximately 50% and thet the carnings per
share allowed the company be commensurate with the price at wb.ich such
stock is sold. EHe stated that if the Commission should see Iit o

| cuthorize an operating utility to scll its' common stock to its holding
company 2t por, then future ccrnings should be so regulated that under
a reasonable dividend payout practice, earnings shell be sufficient
only to provide for the payment of dividends which bear the same
relation to such selling price that dividends paid by comparable

utilities bear to the market price of the stock of such comparable
utilities.

-

However, no evidencc was introduced inm support of the city's
" position. The fixing of rates is not ox issue in this proceeding.

Moreover; it has not been the practice of the Commissior to base its
orders prcscribing rates for service on outstanding securities or on
interest and div:i.c‘lLend requirements. In making the order in this
proceeding, the Conmission again desires to place cpplicont upon
notice that it will not regard the dividends paid on its common stock
as determining or fixing the rate of return which cpplicant should be
allowed to earm on its investment in its utility plant, or as
representing the cost of money obtained through the 1ssuce of its
cormon stock.

A public hearing having been held on the above entitled

matter, wné the Commission having considered the evidence sutmitted
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and being of the opinion that the zpplication should be granted, as
berein provided; that the money, property or labdor to be procured ;r
pald for through the issue and sale of the common stock herein
authorized is reasonably required by applicant for the éurposes
specified herein; and that such parposes are not, in whole or im part,
reasonably chargezble to operating expenses or o inceme; thercforc;

IT IS HEREBY ORDERED as follows:

1. Southern California Gas Company, after the effective
date hereof and on or before August 21, 195%, may issde and sell, to
the aolder of its common stock, at not less than their per value,
500;000 chares of its common c¢apital stock of the agzregate par value
of $12,500,000, szid shares to be offercd to soid holder pursuent o
the preemptive rights contained in applicant's articles of incor-

poration.

2. Southern Californiz Gas Company chall use the procceds
received from the issue and sale of stid shares of common stock to
pay'indebtednéss to Pacific Lighting Corporstion ond to meet, in

part, its 1951 construction requircments.

3. Southerm California Gas Compony shall fil¢ with the
Commission, within thirty (30) doys aftcr the issue of soid shares
of stock, a statement showing the name of the purcheser of szid
;hares, the consideration*received; and the date of issue. There-
alter, it shcil file monthly reports showing the purpoces for which

it nas expended the proceeds received.

4o The authority herein granted will become effective
twenty (20) days after the date hereof.
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Dzted at San Francisco, Caiifomia, this _LL{T(; day of
June, 1951. | |

. Commissioners




