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Decision No.. 53488 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CP.LIFOR~IA 

In the Hatter of the A,plication of 
SOUTHERN COUNTIES GAS COMP A.~y OF 
CALIFORNIA~ a corpor.:,t1on~ for an 
order authorizing it to issue and' 
sell l·:JO ~ 000 shares of its Common 
Stock at the par v~lue of $lOO a 
sha.re > aggreg~ ting $),0,000, 000 ~ 
under the provisions of Section 81$ 
of the Public Utilit1es Code of the 
State of California .. 

Applicction No .. 38227 

Southern Counties Gas Conp~y of California has filed 

this application for authorization to issue 100,000 shares of' its 

COJ:lIO.on stoclo(; or the aggregate par value of' $lO~OOO~OOO and to sell 

said shares at par to Pacific Lighting Corporation, the holder of 

all its presently outstanding stock, pursuant to ~re-empt1ve rights 

gr~nted by applicant's articles of incorporation. 

It appears that &pp11cant for some yecrs hQs been enreged 

in a substantial and continuing progrcm of expsnsion and thl;;lt it 

has been its practice to finance 1t~elf tempor~rily with moni0s 

furnished by Pac1fic Lighting Corporation i).nd~ from tim.e to time, 

to refinance itself through the issue or bonds and co~~on stock. 

In the present proceed1ng, ';),PI'lic::lnt r·zports its 1956 plant buoget 

and its estim~(t(:d cash requ1rer.J.ents and sources of funds as follows: 
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S~~ARY OF 1956 PLANT BUDGET 

Gas transmission fD.cili ties 
Gas distr1bution facilities 
BUild!."'lg a.."'ld improvements to grounds 
Moto~ transport equipment 
Fur.niture, tools, Shop, and laboratory eq~ipment 
Land and land rights 

$ 6,906,000 
14,l3.3"OOO 

720,000 
785,000 
25.3,000 

50,000 

Total budgeted money expenditures for plc:nt $,22,8L .. 7,OOO 

ESl'IMATED CASH REC.:UIRF.M~NTe. 
AND SOURCES OF FUNDS - YEAR 19~6 

CASH R8QUIR~~TS 
Plant budget 
SL"'lking fund 'payment 

Total funds :-equl:red 

SOURCE' OF F'O'NDS 
Dep:-ec1ation cash - annuity 

- interest 
Proceeds fro'm sale or CO'Mmon stock 
Short term financing arrangements With 

Pacific Lighting Corpor~.t1on: 
Balance owed company 12-.31-55 $ 51,000 
B~lance of borro~ngs 12-Jl-56 11h349.0QQ 

Total ~"'lds supp11ed 

$22,,847,000 
1,417,000 

$2/t , 264 .,900 

$ 1,98.3,000 
881,000 

10,000,000 

11,400,OOQ 

~~2/t, 264.000 

The t&bulation shows that the proposed issue of common 

stock utl1 not surrice to meet all of its 1956 eapi t;;.:l r0quirements 

and th.?t applicant 'W111 ~e com~clled to enga.ee in adclitional finenc-

ing later in the year. Applicant deSires to sell shares of co~mon 

stock at this time" rather then bonds, in order to improve its capi­

tal structure an~ to place itself in a more favorable position for 

future debt ftnan~1ng. It reports its c~~ital ratios as of Mny .31, 
I 

1956 and as adjusted to give effect to the proposed f.1nanc1ng, us 
follows: 
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May 'n, 12j6 Pro Fgrma 
Amount Per Cent AmounJ;, P~r C~nt 

Bondz $ 49 ~ 2.;1, 0.00 44% $ 49,251,000 41% Stock 50,000,000 45 60,000,000 49 Sur!)lus 12,:2''16,25'i 11 12.276.255 10 -
TotQ.l $111,527,255 100% $121,527,255 100% 

At May 31, 1956, the applicant was indebted to. Pacific 

Lighting Corporation in the ~ount of $1,330,089. It estimates 

that this debt will rise to approx~~te1y $9,900,000 by the end 

of August, ~hen it hopes to discharge the amount through the s~le 

of sharez cov€red by this app11c&tion. The proceeds from such 

sale of shares not needed to liquidate indebtedness will be applied 

by app1ic~t to me~t its othe~ cash reqUirements. 

Upon reViewing this proceeding, it appears th~t applicant will 

have need for ~dd1tional funds to liquidate its tempor~ry borrow­

ings and thet the issue of shares of stock at this time should be 

authorized. In mzking its order in this proceeding, however, the 

Co~~iss1on again deSires to pl~ce ~pplicant on notice that it will 

not reg~rd the dividends paid on common stock as determintng or 

fixing the ~ate of return which applicant should be allowed to earn 

on its inves~~ent 1n its utility plant, nor as representing the 

cost of money obtained through the issuance of com.-non stock. The 

authorization gr~nted is for the issue of securities only a.nd is 
-

not to be constru~d as indicative of amounts to bo included in a 
fu't'\lre rate ba.se for the purpose of determ1."'l.ing just and r€asonsble 
rates. 
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The Comm1ssion hav~ng considered the abov~-ent1tled 

matter ~~d being of the optnion th~t a public hearing is not 

necessa~y, th2.t the application should be gr~ted~ as herein 

provided, that the money, property or labor to be procured or 

paid for by the issue of the stock herein authorized is reason­

ably required by ap,licant for the purposes spec1'('ied herein, 

and tha.t such purposes :1.:re not" in whole or in ps.rt" reasonaely 

chargeable to oper~ting expenses or to income; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Southern Counties Gas Cocpany of California ~ay issue 

and sell 100,000 shares of its common stock to Pacific Lighting 

Corporation, at par, on or before December 31, 1956" said shares 

to be sold pursuant to the pre-emptive rights contained in the 

applicant's articles of incorporation. 

2. Applicant shall use the proceeds to be received from 

the issue and sale of said stock to pay indebtedness to Pacific 

Lighting Corporation and to meet, in part, its 1956 capital 

requirements. 

3. Southern Counties G~s Company of California shall file 

with the Commission a report, or reports, as required by General 

Order No. ';.4-A, which order" 1nsofar 3S applict.ble, is made a 

part of this order. 
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4. The authority herein granted will beco~e effective on 
the date hereof. 

, Ca11forr.1a, this ~~~ 
day of 

Coom1ss1oncrs 
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