
• A.37156 MM'W e 

51823 
Decision No. . «1l1Ri ~@~ 1& 

BEFORE mE PUBLIC UTILITIES COMMISSION OF THE STATE OF &!lFNIA 

In the Matter of the Application of ) 
SOUTHEEN' COUNTIES GAS COll1P ANY OF . : 
CALIFOR'1IA, a corporation, for an ) 
ord.er authorizing it to issue and : 
sell 100,000 Shares ot its Common ) 
Stock' at the par value of $100 a. • 
share, aggregat1ng $lO,OOO,OOO, ) 
under the pr.ovisions of Section 818 : 
of the Public Utilities Code of ~e ) 
State of California.. : 

--------------------) 

App11c~tion 
No • .37156 

This is an application tor an order authorizing Southern 

Cot'lnties Gas Company of Cal1fomia to issue and sell 100,000 shares 

of its common stock, of the par value of $lOO eaCh and ot the 

aggregate par value of $10,000,000. 

Applicant is a CaL.ifomia. corporation eng(.Lged 1n the busi­

ness of produc1ng, transporting, distributing and selling natural 

gas as a public utility in the counties ot Los .Angeles, San 

Bernardino, Riverside, Ventura, Orange, Santa Barbara and San Luis 

Obispo. It was organized in 1911 and presently has an autho'r1zed 

capital stock of $85,000,000, consisting of shares of the par v~lue 

of $100 each. divided into 100·)000 shares of' preferred stock and 

750,000 shares'of common stoek. At this time it has outstanc11ng 

400,000 shares of common stock, 0'£ the aggregate par value of 
, . 

$40,000,000, w.nich are held by Pacific: Lighting Corporation. 

A statement of appl1cant r s assets and liabilities as of 

JtUle 30" 1955, has been filed in this proceeding in Exhibit B. A 

sum.ary of th.e ~ame is as follows: 
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Assets 

Gas plant, less reserves 
01:her property, less reserves 
Current assets -

Cash and depos:t ts 
Notes ,and accounts receivable 
Materials and supplies 
Prepa~Ents 

~otal "current assets 
Deterred debits 

L18,"o111 t.e§ and gapital . 

Bonds 
Current liabilities -

Accounts payable 
?nyable to associated companies 
Accrued interest and t~es 
Other liabilities 

~otal current liabilities 
Customers' advances tor construction 
Other deferred credits 
M1 sc ell an eou s reserves 
Contributions in aid 01' construction 
Common stock equity -

Common stock 
Surplus 

Xotal common stock e~ui ty 

$ 1., 708,3l9 
3.,826,,204 
1,761,812' 

473.902 

1'otal 

$ 2,7.45,966 
1,80S~808 
5, .470, 766,. 

461. S2S: 

40,000,000 
10.735,645 

Total 

7,770',237 
22l.906 

$115.5n,252 

$ 49, 25l,000 

50,735.642" 

il * 2, 521..9'55 

According to the exhibit, app11ccnt, during the pasttive 

years, has paid dividends on its outstanding shares 01' common stoek 

at the rate o£ 8.4% in 1951, 9.6% in 1952 and 195.3" mld 9.2% 1n 

; 1954. During the first s1x months of 1955 it pa.1d dividends of 

~1,920,000, being 4.8% of the total par value of its outstanding 

shares of stock. 

In now engaging in additional stock tinancing, app11c~t 

p:oposes to offer the 100,000 shares covered by this applicat10n at 

par to the holder of the presently outst~d1ng shares 0'£ stock pur­

suant to the preemptive right to subscribe tor addi t10nal Shares 

'Which is granted such h.older by applicant's articles ofincorpora­

tion. It intends to apply the proceeds from the sale to liquida.te 
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inde'btecmess to Paci:f'ic Lighting Corporation, representing 'borroWings 

made to ~ay for the acquiz1t1on of' pro~erty and for the construction, 
, 

eo~pletion, :ex'tension and improvement of its fae1lities,' and to use 
, 

the proceeds 1n 'ad.d:tt1on to those required to liquidate such indebt-

edriess to finance 1n part 1 ts capital requirements during. the 

r~nder of' 1955. 

According to the application the indebtedness, to the 

holding company was approXimately $1,880,000 as of July 31 of' this 

year. Applic~t1 s capital requirements for the entire year 19'55 are 

reported at $16,552>700 and its estimated sources or :f'unds include . . 

the $10,,000,000 stock issue now under contemplation, borrow.tngs from 

Pacific Lighting Corporation, and funds generated internally, 
1I including earned surplus and depreciation a.ccNals. ' 

From time to time a.pplicant has come before tb.e Com:m1ss1on 

tor authOr1~a.tion to increase rates and to issue securities and tne 

Commission is familial" with its operations and its plm'lt require­

ments. On Deeenber 28, 1954, by DeCision No. 50902" it reviewed 

appliean tf s results 0 f operations and approved. increases in rates 

designed. to produce a return of 6% applied to a depreCiated. lUstoJical 

cost rate ba~e of $l06,846,,000, including in the rate base an allow­

ance for weigh ted average net addi t10ns to pl~ t tor the year 1955 .• 

On July 26" 1955, 'by DeciSion No. 51742, the Commission granted 

il 
The capital requirements are segregatod ~s follows: 

Gas storage tacilities, " 
Gas transmission fae1lities 
Gas distribution tacilittes 
Building and improvements to grotlnds 
Motor,transport equipment 
Fu:m1ture" tools" shop" laboratory and commun:tcations 

equipment 
Land and. ,land rights 

Total 'budgeted money expenditures tor plant 
Sinking ftlnd pa.yment 

Total 

$ 500 
:3,,10;,,900 

ll,52S, 2oo 
649,400 
49~,700 

, ,93,600 
lS2,4Qq: 

16,05:3'1700 
499'! 090',.' 

n§!21i,Z92:' . 



applicant a certificate of public convenience and necessity fo·r the 

construction of 31.5 miles of 3O-inch pipeline between Cactus City 

and Desert Center in Riverside County to complete the looping 0'£ 1 ts 

so-called Texas pipeline. The est1m.ated cost of the pipel1ne is 

stated in the decision at $2,535,555, the amount. be1ng included 1n 

the total ·est1ma.ted plant reqUirements for 1955 to Which reference 

has been 'made. 

J, .. 

From a reView of this proceeding 1t is clear that applicant 

has need for additional :f'l:lllds from extemal sources to liquidate its 

short-term debt and to enable it to procee<i With its constl".lction 

acti vi t1.es. The issue ot shares of stock at this time, 1n our 

opinion, is ",arran ted. and we 'Will enter our order approving the 

transaction. In making this order, however, we place applicant on 

notice that 'We will n;:>t regard the prlce at 'Which it sells its shares 

of stock or the dividends Which it pays a.s representing the value of 

s~ch shares or as measuring or determin~ng the cost. of eq,u1 ty capital 

or the rate of return 'Which applicant should be allowed to earn on 

its investment in plant and. properties. 

~e Commission having considered the above entitled matter 

2nd being of the opinion that a public hearing is not necessary, 

that the application Should be granted,. as herein provided, that the 

money, p:roperty or labor to be procured or paid tor 'by the issue and 

sale of the shares of stock herein authol'ized is reasonably required. 

by applicant ror the purposes specified h ere1n.. and that such pur­

poses are not, 1n ~ole or in part, reasonably cha.rgeable to 

opernt1ng expmses or:to 1D.comel theretorel 
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IT IS HEREBY OP.DEBEI) as follows: 

l. Southern Counties Gas Compeny of Ca11!om1a, may issue .. 
and sell, at not less tnan par on or before December 31,l955, not 

to exceed 100,000 shares or 1 ts common stock of the par value o.r 
$100 each, and use the proceeds tor the purposes set .forth in this 

applica.tion. 

2. Southe:rn Co'l.mties Ga.s Company of Colifom1a shc.ll file 

'With the Commission monthly reports as required by General Order 

No. 24-A, ~cb. order, inso:f'ar as applicablc, is made a pa.rt of 1::l:l.is 

order. 

I 

3. The authority herein granted ~ll become effective 
" 20 days after the date hereof. 

Dated at San Frand.sco" CalifOrnia., this /~/zt day of . . . 
August, 1955. 
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