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Decision No. 4,8768 

:aEro?.E THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO?,NIA 

In the Matter of the Application of ) 
SOUTHERN CALIFOM'IA GAS COMPANY, a : 
corporation, for an order authoriz- ) 
ina; it to ,issue and soll 600,000 : 
shares of its Common Stock at the ) 
?~r value of $25 a sn~re, ,aggreg~t- : 
ing $15,000,000, under the provi- ) 
sions of Section $18 of th~ Pu~ic : 
Utilities Code of the State of ) 
CcJ.i:f'o:rnia. : 

-~---~-~~~~----~-~~-) 

Application 
No. 34454 

In this proceeding Southern California Gas Compm'lY seeks 

o.uthor.lzation to issue ~d sell, ct par, 600,000 shares of its comon 

stock of the p~r value of $25 each ond of the aggregate par vc.lue or 
$15,000,000 .. 

The purpose of the proposed is~'Ue is to reduce S1.i?plicant Ts 

L~debtedness to Pacific Lighting Corporo.tion~ the holder of all"its 

outstonding she-res of stock~ 2nd to finance the cost or properties. 

A!=lplicant estimates that it "rill be indebted to its parent compa."l.Y 1..'1. 

t.."le Z!tlO1.lnt of $7,000,000 by August 1, 1953, ond it proposes to, use 

proceeds from th~ sale of the shares of stock" to the extent ncces­

st)ry" 'to satisfy this indebtedness -md to u.sc the 'btllance of the 

proceeds ~ reimbu~se ,its treasury or to fincnce a portion ot its 

1953 construction expenditures. 

Inro~tion before 'the 'Commission shows that for some ye~r$ 

~pp11ccnt has been fcced With a continuing progr~ of expc..'1.sion of 

its r~cili ti es and extansion of· its lines 'to meet dem:::""'lds of cus-

tomcrs in its service c.rea.. Its i'inmlcial repo'rts on fil~ 'With the 
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Commission $how that its recorded investment in gD.S properties i."l­

creased in the ~O'llnt of $22,689 1 295.86 in 1950, in the <Jmount or 

$23,356,603.71 in 1?51, a~d in the amount of $21,454,S14.53 in 1952. 

The present 3pplic~tion now pending before the Commission indicD.tes 

th~t expenditures of appronmate1y $31,104,400 'Will be required in 

1953 to meet ~~e cost of oddition~ and betterments, as follows: 

1. Gas storage facilities 
2. Gas tr~~smission f~cilitics exclu~ive 

of ,additions to Texos loop line 
3. Addition to Texas loop transmission line 
4. G~~ distribution facilities 
5. Additions to general plant 
6. Other construction costs ine1uc1ing 

interest during construction 

Total 

$ 2,061,700 

3,345,000 
3,979,600 

18,433,400 
1,925,100 

3,359,600' , 

£23,10.4';00 

It appc~rs that in addition to the $15,000,000 to be 0'0-

tru.ned from the issue of shares of common stock, applic.?nt will have 

almost $11,000,000 avo11a'01e from CD.sh on hand and. depreciation 

accl"'Uo.l~ to meet its 1953', costs, and th,~t it 'Will resort to senior 

!inonc1ng or temporo.ry borrowings to complete its progrcm for the 

present yeo.r. 
. .,'f 

It has been applicant's pr~ctice to fin~~ce itself tempo­

~D.rily'witn moneys borrowed from Pccific Lighting Co~orat1on, and 

pc~iodically to rofinMce such borrOwings through the sale or first 

mortgage bonds or shares 0 f com.'"Ilon end preferred c~pi tal stock. 

App11c~tfs cap1tc1 ratio~as of April 30, 1953, ~d az adjust~d to 

give effect to the proposed issue, are as follows: 

Common s to ck 
Common stock premium 
:fumed surplus 

SubtotD.l 
Bonds 
Preferred stock 

Totals 

-2 

April 30. 1952 
29.3% 
1.1 

..10 . .3 
40.7% 
49.3 
10.0 

1QO.O% 
I' 

A'S ACjust<;d 

33 .. 9% 
1.0 
9.2' 
44.l~ 
46~4 
9.5 . 
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w¢ arc ,cogniz~t of· tho extent to which app11c.mt has' oem 

requi~cd to incre~se its inves~~~ in properties znd ere aware of 

the f:lct that it ho.s 'been call<:..'d upon and will 'be ca.lle<! upon to 

raise suozto...¥).tiaJ. :f'undz from. external sources. The prcz,cnt tl.pplico.­

tion indicates that :l portion of funds now requiree by o.pplic~nt is 

aVD.ilo.ble through. the issue of ,sh.:.rcs of COlU."'Ilon st~ck :mel, in our 

opinion> applic.m.t should. take o.dvrmtage of its ability to sell such 

she-res Cl?d thus improve the; b~nd position in i ts c~p1 tal structure. 
. . . .. 

However, in m~ing t.ljis ora.e,r we wish to place c.pp11c~t 'upon not1'ce 

that we wlll not regard tb.c price to be paid for. t..i.c shares of common 

!;tock as measuring' the' value of such shares nor 'thedi vieen<is pa.id 

by opplicant as determining or fi:d.ng the ro.tc of retun'l. ....... hich 

applicant should be allowed to eam or as representing the cost of 

money obtained from equity capital. 

, '." I. 

'nle Commission having considered the'above enti tlec. matter, 

:md being of the opinion that 0. public hearing is not necessary", th2t 

the ~p;>lication shoul,9- be grcnted, o.s herein" provided,., that the 

money" property or labor,to be procured or p<lid for 'by the issue of 

the common stock herein :lut:t?o.~izod is re3zon~bly required 'by 21'pli­

C:J..¥).t for the purposes' specified herein;' end that such purposes c.re 

not, in whole or in part> rec.sono.'bly cho.rge~'ble to 0 porc.ting expen:;;es 

or to. incomo; therefore,:\;;:,"~.~~ 
..... ,. \ 

IT IS HEREBY OP.DERED as' follows: 
,", , . . 

l. Southern California: Gns Company, on Dne o.fter the 

effective date hereof ond ori'or 'before September 30 .. 195.3, may issue 

o.."'ld sell, at not less than:'$25 a share, 600,000 shares of its CO!lJr.lon 

stock for the purposes set forth in this proceeding, . such sho.res to 
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be off'(:red to applicant's existing stockholder pursuant to t.he pre­

em~tive rignts possessed by suCh stoCkholder under app11cant Ts 

.:'!rti cles of inco:rporation. 

2. Southem. Ca11fom1a Gas CompMLY shall file with the 

Commission monthly reports as required 'by Gener~ Order No .. 24-A, 

v.hiCh order, 1nsof'~r as applicable, is mcde a ~art of th~s order. 

·3. The authority herein gr~ted ldll become effective 

20 days after. th.e date hereof. 

Dated at S3n Francisco, C:.:lJ.1fornia, this 30't\. day or 
June, 1953. 
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Comm.1 ss10ners . 

C ......... j.... ,TU::'ltUI;l F. Cr~·'.09m~r '-" omml,.,., .• o.,l:>r ............. , ....................... ~ IJ01DE; 
noco::::in.r:l.~y ~~:::on";:. aid n.ot ~!l.!'tlcl'P:).to 
in tbo dlsposition ot tbio D!'occc~ine. 


