A.J2409 EL

BRICIAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNTA

Decision No. 58980 .

In the Matter of the Application of
SOUTHARN CALIFORNIA GAS COMPANY, a
corporation, for an order authorizing
1t to issue and soll $30,000,000
Pirst Mortgage Bonds, Series D, due
1984, to mortgage lts properties, and
to execute and deliver to Amerlcan
Trust Company, as Trustee, a Supple=~
mnental Irndenture 4ated as of

October 1, 19959.

Application No. L1LO9

N A N B T A N’ g N B s

. 7. Rice, for applicant;
Earry L. Duan, of O'Melveny & Myers, and
Z. £. Sguire, for Southern California
Edlson Company, interested partles;
John ¥F. Donovan, for the staff of
the Commission.

QPINIONXN

Southern Callifornia Gas Company has filed this application
for authorization to execute a Supplemental Indenture and to issue

and sell $30,000,000 in principal amount of its First Mortgage
Bonds.

The appllcation was filed on August 17, 1959. A publie

hearing was held before Examlnor Colerman In San Francisco on

September 3, 1999, at which time the matter was taken under submis-

sion.

The proposed bonds will constitute a new series. They
will bo designated as Sertes D, due 1984, will mature October 1,
198k, and will be subject to redemption at the option of the company
at an initial regular redemption price equivalent to tke initlal
public offering price plus 5% of the principal, provided, however,

that none of the Series D bonds may be redeemed prior to October 1,
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196k (other than for sinking fund purposes) directly or indirectly
from the proceeds of or In anticipation of any refunding operation
involving the incurring of debt which has an interest cost to the
company expressed as a percentage and computed in accordance with
general flinancial practices of less than the interest cost to the
company of the sald Seriles D bonds. Applicant propeses to offer

the $30,000,000 of bonds for sale at competitive bidding at a price

of not less then the principal amount, plus accrued interest, the

successful vid to determine the interest rate.

The purpose of the propesed finsncing is to provide appli~
cant with funds t0 pay and discharge short-term debt to Pacific
Lighting Corporation, to pay costs incurred or to be Incurred for
the acquisition of property and the comstruction, completion,
extension or Improvement of applicant's property or facilities, and
for the reimbursement of its treaswry. Applicent asserts that its
short-term indebtedness to Pacific Lighting Corporation will aggre-
gate $3,000,000 by October 1, 1959, and it estimates expsnditures
for tangidle fixed capital during the years 1959 and 1960 at
$71,100,000 as shown in some detail in Exhibit C. A summary state-
ment of applicant’s estimated cash requirements snd sources of fupnds

is as follows:
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Cash Requirements

Estimated cash requirements to finance gross

additions and bYetterments in 1959 and 1960 $71,100,000
Remainder of cash sinking Jund regquirement

for 1959 , 40,000
Cash sinking fund requirement for 1960 11,180,000

Total requires $75,320,000
Source of Funds

Estimated minimum gross proceeds of bond Lssue $30,000,000
Deprociation reserve funds (estimated) 21,860,000
Recelvable balance due from Pacific Lighting
Corporation at January 1, 1959 6,413,000
Remainder, to be provided partly by surplus
funds and priacipally from short~term borrow-
ings from Pacific Lighting Corporation or the
lssue of securities in 1900 17,047,000

Total $75,320,00C

Applicapt's capital ratios as of June 30, 1959, and as
adjusted to give effect to the proposed bond Issve, are as Lfollows:
June 30, 1956 Pro Forma
Bonds L3.6% L7.8%
5.9 5.

Preferroed stock
Common stock and surplus 0.9 1:6.

Total 100.0% 100.0%

Testimony was given In the proceading by two financlal
witnesses. The testimony shows, among other things, that pension
funds have beon the primary source of a2pplicant's borrowed funds
and that an inquiry was made of the 25 largest pension funds which
showed that the majorlty of them would not entertaln a public
utility bond offering wnless 1t contalned a resiricted redemption
provision, such as that now proposed by applicant, and that the
others, without such restriction, would require some inducement in
the form of higher Interest rates. Two of the funds have required
an initial recdemptiorn rate at twice the couwvon rate of the dbonds.

The testimony is persuasive that the absence of some restricted
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redemption provision would result in higher interest costs and,
what probably 1s more important, in the withdrawel of potentislly

large bond buyers from the list of prospective purchasers.

We have considered this application and based upon the

evidence before us we are of the opinion, and so find, (1) that

applicent has need for additlonal funds to proceed with its con-

struction sctivities, (2) that applicant will be reguired to pay &
lower interest rate on the bonds it now proposes to issue than it
would 1f the five-year rostricted redemption feature were to be
deletod, (3) that tho ensuing lower financial reguirements will
inure to the benefit of the customers, and (L) that the money,
property or labor to be procured or paid for through the ifssue of
the bonds herein authorized is reasonably required for the purposes
specified hereir, which purposes, except as otherwise authorized,
are not, in whole or In pert, reoasonsbly chargeable to operating

expenses or to income.

On the basis of the foregoing L{indings, we will enter our
order granting the application. The authorization granted 1s for
the issue and sale of bonds only snd is not to be construed as
indicative of amounts %o be included in a future rate base for the

purpose of determining Jjust and reasonable rates.
ORDER

A public hearing having been held in the asbove-ontitled
matter and the Commission being fully advised in the premises,

IT IS EZREBY ORDERED as follows:

L. Southern California Gas Company, on or after the effec-—

tive date hereof and on or before December 31, 1959, may execute a

Supplemental Indenture dated as of October 1, 1959, in, or
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substantlially in, the same form as that filed In this proceeding
as Exhlblt B, and may issue and sell at competitive bildding

$30,000,000 aggregate principal amount of its First Mortgage Bonds,

Series D, due 1984, at the price snd bearing interest at the rate

specified in the bid therefor which will result in the lowest cost
of money to the applicant.

2. Southern Californie Gas Company shall publish its
Invitation for bids for the sale of sald bonds not less than five

days prior to the date set for the opening of sald bids.

3. Southern California Gas Company shall use the proceeds
from tho sale of Iits bonds, other than accrued iInterest, for the
payment and discharge of short-term Iindebtedness to Pacific Lighting
Corporation, for the payment of costs Incurred or to be incurred
for the acquisition of property and for the construction, completion,
extension or Impreovement of its propoertilies or facilitlies, and for
the relmbursement of its tressury. The accrued Interest may dbe

used for said purposes or for general corporate purposes.

L. Tmmediately upon awarding the contract for the ssale
of said 330,000,000 of bonds, Southern California Gas Company shall
file a written report with the Commission showing, as to each bid
recelived, the name of the bidder, the price, the Interest rate and
the cost of monoy %o applicant bYased upon such price and Interest

rate.

5. Within 30 days after the issue and sale of the bonds
herein authorized, Southern California Gas Company shall file a
report with the Commission showing the date on which sald bonds
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were 80ld, the names of those to whom sold, the amount s30ld to
each and the consideration received, together with three copies

of 1ts prospectus.

6. Tho authority herein granted will become effoctive
when Southern Californis Gas Company has paid the fee prescribed
by Section 1904(b) of the Public Utilities Code, which fee is
$10,500.

Datods at San Teanpicas » California, this /\-5— =
day of -’ZaAbZqu{[ész » 1959.

/

| Presiaq_m:

Commissioners

Cozmiasiouzer Theadone H. Jonaer & veing
zecessarily absent, did not participate
in the dispositlion of this proceeding.

. PU3LC UTILITIES COMNSSON |
. OTATE OF CALIFCIINIA

'




