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O A
Deeision No. I

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SOUTEERN COUNTIES GAS COMPANY OF
CALIFORNIA, 2 corporation, for an .
oxder authorizing it to issuc and

sell 75,000 shares of its Common Application
Stock at the par value of $100 a No. 34785
share, aggregating $7,500,000, wder \
e provisions of Section &18 of the

Public UHlities Code of the State

of Califormia. | .
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) Southem Counties Gas Company of Califomi_a‘has filed this
application for authorization ,tc; issue and sell, ot par, 75,000
shares of its comuon stock of the par value of $100 cach and ofr‘theﬂ
aggregate par value of §7, 500,;000. N

. The purpose of the proposed issue is % llquidate advances
from Pacific Lighting Corporaticn which were ﬁsed by app;g‘.‘cant for
the cequisition of property or for the construction, comSleti‘on,
extasion or improvement of 1ts facilities. Applicomt repor.fs that
on August 31, 1953, it was indebted to Pacific‘Lighting Corporation
ix the amowt of $6,205,060 and it cstimates thet this indebtedness
will increase to approximately $8,719,000 by October 31, 1953. The
application shows that Pacific Lighting Corporation is the owner of

all of gpplicant's presently outstanding shares of stock.

Information before the Commission shows that for some years

applicant?s business has been inereasing rapicly and that it has beem
faced with a continuing program of oxpansion of its faecilities mnd
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extension of its lines, to meet cdemands of customers :.n its service
area. The following tabulation, compiled from applicant's apnual
reports for the last five years, shows its net increase in plont

accounts for each of the years and Lts operating revenues, net income

and number of customers: > Lo |
Net Inerease Operating Net Customers
in Plant Revenues Income Dec. 31

1948 $ 6,768,785 $22,192,734  $1,793,312 303,808
1949 10,463,819 .- 26,340,090 1,856,483 329,235 -
1950 8,553,975 29,282,768 3,390,701 = 359,510
1951 10,554,976 - 31,770,659 - 2,841,315 = 392,312
1952 8,946,541 35,099, 484 3,032,905 423,215

Applicent has estimated its total construction expenditures
during 1953 ot 15,640,385 cnd during 1954 at $11,834,500. ;
It has been 2prlicant!s practice ﬁo’meet its capitel re-
quirements, in part, with advanées ;‘r§m Paclific Lighting Corporztion
and, from time to time, to refinance Ltself wﬁ.;.h proceeds from the
sale of bonds or common stock. Its capital ratios as of Aagust 31, |
1953, and ‘as cdjusted to give effect to the presently nroposed
finencing, are as follows: | ‘
Bonds | 46.4% 1218
Common stock : - 42.7 47.9
Surplus ] _10.9 _Z_I,Q_Q
Totals | ;Q_g_% 100.0%
It appears that opplicantls articles of incorporation
confer on its existing sharcholders the preemptive rightb"oo purchase
any additlionel shares of common stock which may be auth'grizved and
issued and that Pacific Lighting Corporation, as the sole :;haxjeholdef, '
will be entitled to subscribe for the entire block of shares covered
by this appl;!.cation. Applicant reports that it desires 0 issu‘e such
shares ot this time, rather than some other form of security, in order

to improve the position of L1ts bonds in its capital structure and
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because it desires to defer the issue of 2dditional bonds until the

development of a more favorable bond market then that presently
prevailing. ‘ |

ot

In presenting this matter to the Commis sion upplicant has
filed Lits balance sheet indicating 1ts finencizl position as of
Aogust 31, 1953. A summary statement of the same is as Sbllbwsz

Assets and Other Debits

. Gas plant-less depreciation reserve : $89,075,158. 25
Other investments 7216, 3446
Carrent assets ~

Cosh and deposits $ 1, 71 £85.00

~Notes and accounts receivable 3 173 210.31

“Materials end supplies l 924 8 -

Prepayments 2 19J8k5i |
- Total current assets . 6,861,758.70 .
Deferred dekits - . 23,256.96

Total | 6,276.518.52
Lizbilities ond Other Credits '

Bonds | | $35,249,000.00
Current liabilities ' 14,134,106, 41

Customers? advences for construction 1,060,226.85
Miscellaneous reserves 3,365,2&7 07
Contributions in aid of con,truction : 1,374,562.81
Deferred credits 308:876.17*
Common -stock equity - i
Common stock 332 500,000. 00 /
Total commen stock equity | . AD.T784,499.2)

Total $96, 276, 518.52

The advances from Pacific Lighting Corporation are 1n-

cluded on the halance sheet among the current obligations. It is
noted that as of the date of the statement applicent reported current
assets of $6,861,758.70 and current liabilities of $14,134;106.41.

A reviewv§f'this proceeding clearly indicates that appli-
cant has need for addi?idnal funds from external sources and that in
adéition it will ‘be called upon to reise substenticl sums in the
future as 1t proceeds with its construction progrem. The issue of
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shares of stock at this time will improve its finmcial posi'cion

‘chrough the reduction of 2 like amount of short-tern borrowings and
will provide 2 broader base of equity cepital in its structure which
should assist 1t in future debt financing. In our opinion applicant
saould avail itself of its present opportunity -‘co obtain funds £rom

the sale of such shares and accordingly we w:!.ll mter an. order a.pprov—
ing the application.

In making this order we wish tc placo applicant upon notice
that we will not regard the price to bhe paid for the sbares of stoclc
as measuring the value of such shares nor the dlvidend paid by it as
cetermining or fixing tb.o rate of return which applicant should be
allowed to earn or as representing the cost of money obtained from
equity capital. | | | |
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The Commission ;;ayﬁ.ng mnsideped the above entitled matter
md being Q_f the opinion that a public noo;;ng. is not necolssary,; that
the application should be gremted, as herein provided, that the.
money, property or labor to be procured or pofd I‘op by the ivss'u'e of
the common' stock herein authorized 1s reasonably reouired-' by'appli-' ‘
cant for the purpose specified .herein and that such purpose is noﬁ,
in whole or in part, reasonably chargeable to operating expenses or

to income; therefore,
IT IS BEREBY ORDERED as follows:

1. Southern Cownties Gas Company'of Ca;;;fomia,‘on- amd
after the cffective date hereof and on or before May 31, 1954, may

issue ond sell 75,000 shares of 1ts common stock, at not less than
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3100 o sharc, and use the procceds for the purpose set forth in this
proceeding, such shares to be offered toapplicant's ‘existing stock-
holder pursuant to the preemptive right: possessed by:such stbckholder‘\d

wnder applicant!s articles of incorporation.

2. Southem Counties Gas Compmyf'of:vCalifd-mi'q sﬁall file
with the Commission monthly reports as required by"GéiieraJ: Order '
No. 24~A, which order, insofar as applicab;é, is :maid'e;"d"part of this
order. . |

3. The authority hérein granted will 'b'ééome"effective
20 dayes after the date hereof.r

| w z*/
- Dated at Los Angeles, California, thi., / duy of
October, 1953.

- President ™~
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