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Decision No. 62818 
--------

BEFORE THE PtreLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the App11cation 
of SOUTHERN COUNTIES GAS cor1PANY 
OF CALIFORNIA~ a corporatic~, for 
an order author1zing it to issue 
and sell 100~OOO shares of its 
Common Stock at the p~r value of 
$100 a share~ aggregating 
$10~000,000~ under the provisions 
of Section 018 of the Pub11c 
Ut1l1t1es Code of the State 
of Ca11fornia. 

o PIN ION -- ...... ---~ 

Application No. 43884 
F1led October 30, 1961 

Southern Count1es Gas Company of california has filed 

this applicat10n for author1zation to issue 100,000 shares of 

1ts common stock, of the aggregate par value of $10,000,000, 

and to sell said shares, at par, to Pac1fic Lighting Corporat10n, 

the holder of all its presently outstanding stock, pursuant,to 

the pre-eruptive rights granted by applicant's Articles of 

Incorporat1on. 

Applicant proposes to use the proceeds to be obtained 

from the sale of its shares to liqUidate amounts owed to Pac1f1c 

L1&~t1ng Corporation, which1t estimates will amount to 

$9,150,000 by the end of November, and to f1nance~ in part, 

the cost of acquir1ng property and of constructing, complet1ng, 

extendtng and improving 1ts fac1l1t1es to meet the demands of 

customers in 1ts serv1ce area and the cont1nuing populat1on 

growth in that area. 
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It appears that applicant, for some years, has been 

engaged in a substant1al and continUing pr~gram of expans10n 

and that it has been its practice to f1nance itself, temporar1ly, 

with earnings from operat1ons and moneys furnished by Pac1f1c 

Lighting Corporation and, from time to t1me, to ref1nance 1tself 

through the 1ssue of bonds and common stock. The present appli­

cation shows that the company's 1961 plant budget amounts to 

$15,790,000 and 1ts sink1ng fund re~U1rements to $2,064,000; 

that the 1nternal funds and the proposed issue of common stock 

will not suffice to meet all the capital reqUlrements ~f the 

year; and that applicant will be compelled to borrow addit10nal 

funds from 1ts parent. App11cant desires to sell shares of 

common stock at th1s t1me, rather than bonds, in order to improve 

1ts capital structure and to place itself 1n a more favorable 

pos1tion for tuture debt financ1ng. It reports 1ts cap1tal 

ratiOS as of September 30, 1961, and as adjusted to give effect 

to the proposed f1nancing, as tollows: 

September 30 , 
1261 Pro Forma. 

Bonds 49.79% 47.20% 
Stock 43.92 46.84 
Surplus 6 .. 29 5.96 

Total 100.09% 100.00% 

Upon rev1ewing th1s proceeding, it appears to us that 

applicant will have neea for addltional funds to liquidate its 

temporary borroWings and that the 1ssue of 'shares of stock at 

th1s t:1.me should be authorized. In rnak1ng our order in this 

proceeding" however, we again place applicant on notice that 
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we will not regard the d1v!dends pa1d~ or to be paid, on common 

stock as determining or f1x1ng the rate of return which appli­

cant should be allowed to earn on its investment in its utility 

plant~ or as representing the cost of money obtained through the 

issuance of common stock. The auth~rizat1on granted is for the 

issue of securities only and is not to be construed as indicative 

of amounts to be included in a future rate base for the purpose 

of determin1ng just and reasonable rates. 

o R D E R 

The Commission having considered the above-entitled 

matter and being of the opinion that a public hearing is not 

necessary; th~t the application should be granted~ as herein 

provided; that the money~ property or labor to be procured or 

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

ably reqUired by applicant for the purposes specified herein; 

and that such purposes are not~ in whole or in part, reasonably 

Chargeable to operating expenses or to income; therefore, 

IT IS ORDERED as follows: 

1. Southern Counties Gas Company of California may 

issue lOO~OOO shares of its common stock and offer and sell 

said shares to Pacific Lighting Corporation, at par, on or 

before December 31, 1961~ said shares to be sold pursuant to 

the. pre-emptive rights contained in applicant's Articles ~r 

Incorporation. 

- 3 -



e 
A.43884 MON • 

2. Applicant shall use the proceeds to be received 

from the issue and sale of sa1d s'cock to pay indebtedness to 

Pacific Lighting Corporation and to meet, in part, its 1961 

capital requ1rements. 

3. Southern Counties Gas Company of californ1a shall 

f1le With the Comm1ssion a report, or reports, as reqUired by 

General Order No. 24-A, which order, insofar as applicable is 

made a part of this order. 

4. The authority herein granted shall become effective 

20 days after the date hereof. 

Dated at ____________ San_.~~~~e~~~·~ _________ , California, 
...".. 

this 2\~ day of NOVEMBER 
-------------------------------------
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