
· e A.32425 ~ 

Decision No. 4.5845 

BEFORE THE PUBLIC UTILI~IES COl~SSION OF :HE STATE OF CALIFORN!A 

In the Matter of the Application ~f ) 
SOUT.aEP.N CALIFO~IA GAS COMP;~, a . 
corporation, for an order authoriz:1.ng ) 
it to issue and sell rive hundred : 
thousand (500,000) Shares of Common ) 
Stock at ?ar aggregating Twelve : 
r~llion Five Hundred Zhousand Dollars ) 
($12~500,ooo) ~der ~e provisions : 
of Section 52 or tne Public Utilities ) 
Act. : 
-~~---~---~~------~-) 

'. 

Application 
No • .32425 

h !:. 'Rice, for applicant; Roger Arne'bcrg~ Ass:tstant 
City Attorn.ey, for the City of Los ill'l.geles, 
interested party. 

In this application the Commission is D.zked to make a.."'l 

order authorizing Southern California Gas Company to issue 500,000 

shares of common stock.? of the ;par value of $25 each and of the 

aggregD.te par value of $12,500,000, and to sell said Shares at par to 

Pacific Lighting Corporation pur~ant to ~e ?reemptive rights 

possessed by i't. 

Applicant reports that it has need for the proceeds to 'be 

received t.."'lrough the issue and sale of said sb.:l.res of stock tor the 

purpose of paying outstanding indebtedness ::uld of financl.:lg, in part, 

the acquisition of property or ~e completion, construction, exteo

sion or improvement of its facilities. It estimates its c~sn re

quirements for its 1951 construction budget, as shown in some detail 

~ Exhibit B filed in this proceeding, at $37,865,700"znd its 

sources of funds to meet these req::;tire.tr.ents as follo'W's: 
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Cash in hands of: ~o.cif'ic Lighting Cor
poration at Jan~ry l, 1951 

Sale of' 500~OOO ~~res of Common Stock 
at $25 ~ share (proposod sale) 

Depreciation reserve ~~ds (1951) 
Bal3D.ce fro:::. sale or senior securities 

and available ea::-nings 

$ 3~834~214 

12~500,OOO 
4,400,000 

17,131...486 

$37,S65-,..1QQ 

The applic~tion Sho~s that' on April 30, 1951, applicant ~s 

indebted to Pacif'ic Lighting Cor:poration 1n the amount of' c,:pprox:t:m.ately 

$225,000, and tho.t it is esti:nated such indebtedness 'Will 'be increased. 
" , 

to $.3, 600~OOO at the close of June" 1951. It appears that it ho.s been 

o.pplicant f s pro.ct1ce to provide its capital funds temporarily 'With 

moneys borrowed from Pacific Lighting Corpor~tion and there~rter to 

repay such bo:::-rowings through the issue of first mortgage 'bonds, pre

ferred 'and co~on stock. APplic~tts capitol ratiOS as of ¥~y 31, 

1951~ ~d after giving effect to t~e proposed issue of stock~ are as 

follows: 

Bonds 
Preferred stock 
Eq,ui ty capital 

Total 

~2Y 31, 1951 ,Pro Fome. 

45 .. 9% 
12.6 
Jl·i 
100.9% 

42.9%, 
11.7' 
45.4 

100 .. 0% 

'l!!:le record shows that c.pplicont 'Will be required to obtain 

tunds from exte:rnol sources in order to proceed 'With its construction 

progr:un. The issue of co~n stock~ ~s now proposed, should plo.ce 

app11c~t in a position where it c~ engage readily in "debt tfcancing 

~t a later d~te~ ,Should conditions prove tavor~b1e to ~en action. 

It will be notedthet app11¢~t 'Will ~e req,uired to obt~ approxi

~te1y $17,000,000 from additional r1n~cing during the lo.tter part 

of tho year, ~d it appcar5 thzt it is giving consideration at this 

time to the issue of bonds for this purpose. With the cepit.:.l st:uc

ture o.pplicant 'Will have f'ollow1:lg the issue of' common stock~ as here 

proposed, the issue of $l7,OOO~OOO of 'bonds 'Would bring its de"bt 
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ratio up to ~ppro~te1y 50% • 

. At the hoe-ring held :1n this proceeding on June 11, 1951;. ~ 

c.ppec.rance was entered on behalf of the City or Los Angeles by its 

azsistant city atto:rney" 'Who SU1.ted tho.t the city of'teredno o'bjcction 

to the s:J.e of the co:r.mon stock in c.cco:rd.ance "With the :::.pplic.:1tion, 

proVided th:::.t futUre financing be so ancnged as to restore and :rr..z.in

tain a debt r~tio' 01" appro~te1y 50% ~d that the earnings per 

share ::lllowed the comp~y be eo::nncnsurate 'With the :price a.t 'Which such 

stock is sold. He st~ted that if the Commission should see tit to 

c.uthorize ~ opcrat~g utility to sell i~s common stock to its holding 

company a. t pc.r, then :f\t ture ec.mings sh.ould be so regula ted tbA t tmdcr 

a re~sonable dividend payout proctice, earnings shall be sufficient 

only to provide for the payment of d1 Vid end s which bear the szme 

relation to S\:.cb. selli:J.g price ~t dividends paid bY' cOI:l.para.ble 

utilities bear to the'market price of' the stock or such comp~r:!ble 

':l tili ti cs • 

However, no evidence '¥m.s in tl'Oduced in support 0'£ the ci tyT s 

1'osi tion. ~e fixing of' ro.tes is not o:c. issue in this 'Pl'Oceeding. 

Moreover~ it has not been the pr~ctice of the Co~ss10n to ba~e. its 

orders prescribing r~tes for service on out$~ding securities or on 
" 

interest ~d dividend requirements. !.'"l mflking the order in this 

proceeding, ~~e Commission ~gafn desires to pl~cc applic~t upon 

notice that it 'Will not reg~rd the dividends paid on its co:tmon stock 
, . 

as deter.m1n1ng or fixing the r~te of return whiCh ~pplicant should be 

:.l~owc,d to eo.rn oni ts investment 1n 1 ts utility 1'1:mt, or :lS 

representing the cost of money obt~1ncd. through the 1~$Uc of its 

COl'imlon stock. 

ORDER 
--~~~ 

A public hearing ha~g been held on the cbovc entitl~d 

~tter, znc the Commission h~ving considered the evidence ~bmitted 
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:md 'being of the opinion that the ~ppl1c.;:.tio:c. should be gr~ted" ~s 
, 
i 

herein provided; that the money" property or labor to be procured. or 

pc.1d for through the issue and sale or the co:mmon stock herein 

:luthorized is re:lsonably required by app11c~t for the purposes 

speeii'ied herein; ~d that such pu.:rposes ~re not" in 'Whole or in part." 

re:lsonably cncrgeable to operating expenses or to income; therefore" 

IT IS HEREBY OIIDEI<ED <lS follo'W's: 
~ , 

1.. Southern California Gas Company". after the effective 

date hereof' a."ld on or 'before .August 3l" 1951". ~y issue .:nd sell,,. to 
" . 

the holder of its com:n.on stock" at not less tb.o.n their pc.rvzlue" 
, . 

500,,000 $h~res of its common capital stoCk of the aggregate par value 

of $12,500,000, s:.id ~ares to ~ offered to said holder pur~t to 

the preemptive rights con~incd in applicant's articles of tneor-

poration .. 

2.. Southern Co.l1f'ornic. Gas Compnny shall use the proceeds 

rccei v cd. f:-om the issue ~d sclc of s::.1d sb.:lros o! co:::lIllon stock to 

pay indebtedness to PaCific Lighting Corporc.tion end to meet" in 

part" its 1951 construction requirements .. 

:3.. Southern Cclifomio. Go.~ Comptmy shcl.l tile with the 

Commission, wi thin thirty (30) ~c.ys after the issue o! ~cid. sh~l'es 
. 

of stock, a statement shoWing the n~e of tho purchc.scr or seoid 

shares, the considero.tion'received., and the d.:lto or issue'. lb.e:-o

atte:", it shcll file monthly report~ showing the purpozcs tor ...... hich 

it has exPended tho proceeds received. 

4. The 3U'thOrity herein gronted will become e!'fective 

twenty (20) days after the d~te hereof .. 
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Da.ted at S~ Fr~c1sco" Ccl.itorn1a" this Ir1! day or 

June" 1951. 

"':', ...• '''.' . 

. CO:nmiss1oners 

... 
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