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Decision No. _--=68~:.&7 .... 8.l..1 ... -;..--/_' __ _ 
" " I 

BEFORE THE PUBLIC tmLITIESCOMMISSION OF_ THE -STATE, ,OF cALIFORNIA. -

In the Matter of the Application 
of SOO'l'BERN COUN'l'IES GAS COMPANY 
OF_ o.LIFORNIA for an order- , 
(a) authorizing the execution 
and delivery of a- supplemental -
indenture' modifying' -i ts- First 
Mortgage-Znd~tUre dated 
January 1, 1941, ,te>WELLS FARGO 
BANK ,(formerly- -named -American 
Trust canpany), as Trustee" and 
(b)approvl.ng" af_ter a/ ,hearing- _­
upon :'the fail:ness thereof" '- the_ 
resulting changes, in -- the bonds 
outs:t,anding thereunder_ 
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) 
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) 
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In the'Hatter of the Application _ 
of 'SOOTHERN CALUORNXA GAS,' -
catPANY for: :an:, .order '-, 
(a) authorizing' the_ execution 

and, delivery of a supplemental 
indenture modifying-its First 
Mort9age Xndenture 'dated, -' 
October 1,1940, to- WELLS .. ARGO 
BANK, (fo:merly named' ~rican 
Trust company), as '.rruetee;' - and 
(b) approving, after 'ahearins' 
upon- the, faixness, thereof,. the 
resul tiug changes. in the' ,bonds 
outstanding: thereunder. -

) 
) 
) 
) 
) 
) 
) 

Application No,. 47349:' 
Filed' Febru~ 1_9~ "19,6S~' 

'"' " 

" '. , 

Application No~_ 413.51 ,',-, 
Filed' February 19~:.'196S . 

• '. :,,', '> ". • .. , 

L. T. Rice, Milford Springer,,"Robex:tM. Olson" Jr., 
by L. "r. Rice and Milford Springer ,for Southern 
Counties Gas Company of california,. applieant:­

John Ormasa and L. T. Rice, by L,. T.. Rice,. for· 
,"'Southern California Gas. Company, applicant; 
R. W. Russell, Chief Engineer and" General Manager,' 

Department of Public' Utilities and Transportation, 
City of Los .Angeles,,- by K. D., Walpert"interested' " 
~: ' 

Sidney J. Webb, for' the, Commission' st:a£:f~,.; ,',,',." . 
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O.J:>:tNION. 
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In these proceedings Southern Counties· GlisCompany of , 
. ' 

caJ.ifomia ana' Southern california Gas company reque~,tthe 

Commission to make an order" or orders, appro~l19' . the , t~rms and 
conditions of proposed exchanges of borids,after ~ hearin9'<upon 

the fair.D.ess thereof, and authorizing the execution' and'· delivery" 
," . \ -.1'" ," 

of supplemental indentures and- the issue andexchan9~ of bonds'. ,. 

A pub~.ic hearing on the two- matters was .held' 'before 
"1. 

Examiner Donov~ in Los 1'.ngcles, on ·March.17, 1965" a£ternoticc'·' 

of such hearing had been 9'i,ren (1) by publication, 'at least' ten 

days prior thereto, in newspapers of general circulatiori.~,in'Los 

Angeles, San Francisco', Chicago and New York,. (2) bymaili%t9' , ,.' 

to -all persons (approximately 1,;,COO) who- ,were 'known or believed 
, ' . ".' ~ " 

to be applicants f honQhold~rsand, (3) by 'mailing ,to all partici-, , ., 
, , 

pating underwriters (approximately 300) of prior:issues;.of' 

applicants· bonds.. No protests were' ,received by the Col1lmission ' 
, , 

and the applications were taken under submission.. ' 

Under authorizations heretofore 9l;anted' by the' , 

Commi.ssion, Southern Counties Gas-Company of' CaiifOrn1a .executed " 

its First Mortgage Indenture dated January' 1, '1941,' ariel,fr,om "', 
, ", .,'. 

time to time issued bonelssccw:ed thereby" of which: $e4rJ.$~, 000 '.. , ' .. 

in principal amount represented by nine series :were outstand'ing:~ 
I' " .' • 

on Februa.ry2S, 1965.. Similarly; SOu.thern California: G~s "':' 

COtnp&ly executed its First Mortgage: Indenture 'd~ted: Octo~~'l;' 
. . '.' .,' ,', ":"; " ~: """.', 

1940 .. and issued its bonds '<?fwhic:h $19Z,40:i~,OOO'" ixi:,'l>ri~c£pal" 
. , . '." ' . ".' ~, 

" , 

", ' '", 

, , 
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amount represented by eight series were: outstanding on . 

Februuy 28, 1 96S:. The terms. of the indentures may'be~odified: " 

with the consent of the holders of two-thirds of 'the,' pr:i:n~:i.pal 

amount of all outstanding, bonds,· provided', that' said:':fr~ction of " 

consents is obtained also from holders, of the firs't·six.series 

for Southern Counties Gas Company of Cal iforni,aand of 'the first' , 
. . .' . " . . 

five series for Southern Cal.ifornia Gas C()I1lpmlY •. 

Applicants propose to make further ,modifications. in 
" , :. l 

.' ", ,.. "j. " 

their indentures by means of executing additional, suppl~ental·· 

indentw:es.. The proposedm~ifi<::aticins"'are .designed"priri~ipally . .,. , 

to facilitate transfers and exchanges. of bond~'in 'the'secondarY" 
. ," " ." , ' .. 

market for the benefit· of bondholders in 'connection' ~t.h,'the' use 
.', .. , 

of registered bonds. More specifically ~ ,the proposed ',moC'ification,s 

~uld provide for.the following: 
, , 

1.. Authenticating' agents in' add! tion to 
the trustee. 

2. Full interchangeability of coupon and 
registered bond s for each series. 

3. The safekeeping of coupon bond s ' , 
surrendered 'on. exchanges of' bonds. 

4. The optional use of facsimile signatures' 
of· applieants ~ officers on bonds. . 

The companies desire t~modify' thei'r:indenture's in . the 

m.a:mer proposed in these proceedings for tbefollowinC;' reasons: 

.... '. 

- 3,-
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1. Incon£ormitywithcurrent financial 
practice,. to facilitate the u'se of' 
registered bonds by (a) providing ,for 
full exehange privileges as between 
coupon and registered bonds,: and (b) 
affording prompt deli very' in New . 
York of, bonds in specified' form' and" 
denomination .. 

2. To realize a saving in interest 
disbursement costs,. estimated to' 
amount t~ more than. $100,000 over 
the remaining lives of the present 
series of bonds of Southern 
California Gas Company, and $50,000 
for SouthernCoun~ies Gas Company 
of califo:z::nia. . 

3. To increase' the attractiveness. of: ' 
applic.ants'· bonds. t~,investors .. and. 
thus enhance theirrnarketabili ty., 

.' 
" 

, " 

Applicants allege that tl?-e'proposed'modifications of., 

the indentures are fair to, their present' bondholder,S, ina,smuch' 

as they will be benefited' by the exchange privileges ;~()vid«f 

by the amendments and by the ~creased' facilities' 'for: exchange' 

provided by the use of an authenticating. agent in New' york,'and .. ' .. 
.' " !', , ' 

, I ' " " '. '.' ". '.: 
perhaps, at some future time, in other large financial' c~nter.s~: 

In addition, applican'i:,s' allege .. that' said 'modifications·· '" 
• , i f. 

will'be (a) advantageous by enabling them" to take advantage'of···· 

the modern: trend toward the use of registered,bonds,W:Lth' a, 

resultant saving in administrative' costs' ~d' . (b)' in ·Ch~,publi.c' 

interest by virtue of improvin9' '!:h~accepta:bilitY"i:O' inv4astors 
. . . " . 

of their bonds" 'i:hereby contributing to their' ability ·to-.render' , 

good utility service a~ reaSonable rates. 

'.," 

" ;., 
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The record shows that one or more off:icers of:the 'appii::-, 

cants have discussed the proposed changes. with se~eral" of the .~. 

larger bondholders,. the majority of the' principal' underwritersi 

of applicants! outstancnngissues and,members of thefinancial~ 

comm'lni ty. :In add! tion,' the record shows that a number' of bond-: 

holders have replied voluntarily since receivins· notification' 'of 

the hearing, anc3 that the persons contacted: and bOndholders " 

replying voluntarily, with one exception- in the lattex-' group, 

have looked favorably uJ?Ori the proposed, changes and', that, 

several eommendec3 applicants for taki1lg" suc:haction.' " It 

appears that the one exception', arose' from" _ a misunderstanding, 
, . 

that future bond issues would be' limitec3toregis,terec3:' fo:z:nl.~ 
. .." .. .. 

whereas the intention is to provide for' optional coupon form.:" 
'. '. ' 

Applicants report that they are advi,sed bY:'their' 

counsel that the making of 'the proposedamendment.so~the 

indentures may constitute such a change.inthe bondsnew"out~ 

standinq thereunder as woula, as a.ma.tter of law I' 'result :tn.', 
, ,". . 

the issuance under the ,arnenCled, indentures of bonds, 'in exchange , 
, '".' ',,' . 

• , •• 1 

for a like principal amount 0:1: bonds outstanding on the 

effective da.te of such amendXnents~ They report 1:hey'.arefUrther 
. " 

advised" that in the circumstances it is legallyadvi'sable' tha.t ' , 

appropriate a.uthorization be ob'tained fromtlle,commission for' 

such issuance and exchange and that, in vieW ,of ,the:fa~tthat 

such issuance and exehangenU.ght constitute a publ:.i6" offeriJlS' " 

of the securities involved, it. is alSo. le9"a;ly.desirabie,:~t' 
'.,: ",''''/ 

,'. ,. ,. '. 
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.', ' . .', 
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Code, approve the terms l1ncconditions of suehis:s,uanee and e,t­

change, if such it be, after a hearing on, the' fairness: thereof;, 

thus bringing the transactions within the exempti.onpro:vic3ed, 

by the Securities Act, of 1933:~ 

The commission has eonsidered"th~se' mClttersand 

ass\:lning, without deciding, that the legal: effe~t,ofthe' cori- " 

templated transactions will ,constitute an issuaneeandexehange" 
. " 

of bonds finds, after hearin9', 'that the, te:rms ~~: conditions ' ' 

of such issuance and,exch.ange~efair. In addition, the,' 

Commission finds that: (ll 'the, proposeo transaet:Lons ·..:111' not, 

'be adverse to the public interest:, (2) ,the money ,property or 
~ . ~ , 

labor to- be proeu.red or paid for by the issue of tho bonds 

herein authorized is reasonably required,by' applicant$,'for'th~' 
" ',' ". 

purposes specified herein: and (3) such:, purp<:>sesaren~t; in" 
, ' '. ,,' 

, " 
whole or in part, reasonably chargeable,t<>'operating" exPenses., " 

or to-income. 

On the basis of t11eforegoing findings we 'conclude' 

that the applications should be granted. .,' , 

herein given is for the issuance ano exchange 'of bonds and· the: ':, 
·.i. ' 

exeeution and delivery of supplemental iridentures~ and is not 

to be construed as indicative of amounts to be' included' in 
< ' ',:.' 

proceedings for the detc::anination of j,ust and reasonable' 

rates. 
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ORDE'R 
-~---.. 

IT IS ORDERED that: 

, . , 

1. Southern Counties' Gas Company ·of·cali'forniaand i ·· 

Southern california Gas Company may execute and· de1iver's~pple-, .... 

mental inaentures in the same foX'ItL; or in substantially, th~'~am~,: 
. . 'j. ", 

fo:r.:m, as those attache(! as Exhibit B to Appllcations.Nos .• 47349·:. 
,." 

and 47351, respectively. 
;',") 

2. ~e Commission herebyapproves~e' terms.~d '" con~ 
di tions of the proposed issuance and exchange of. bonds: 'as herein' 

authorized,. and' Southern Counties Gas·' Company 'of ,Cai'ifornia may" 

issue not to exceeo $84,357,000 in princip~' amoUnt of~rst " 

Mortgage Bonds, of several series" in exchange for a .:tike:amount: . 

of bonds of said series presontl~{ outstanding" andSoU:thern" 

California Gas Company may issue· not to exceed ·$192"~40'~,.:.OOO'··· 

in principal amount of First Mortgage Bonds; of severiu.:series, 
• • ">,.'1 ' 

. . 

in exchange for a like' amount .ofbOndsofsaid:,ser.ies..present:i.YT 
. .', . ,.,':.:', ,", , ' 

',,", 

~. '.. outstanding_ 

3.. Southern Counties Gas cempany;'of' california' and: . 

Sou.thern california .Gas Company sha.ll file with the: Commission. 

three conformed copies' of each of said: supplemental, indentures 
, \ "' ~ 

as . actually executed,. such filing> to be made within .sixty.day~"" 

after execution thereof .. 
,.,"" 

. ,," ' ,'.' "., 
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4. 'l'he effective date of this order shal.l;'be five-' 

days after the date hereof. 

Dated at SaP Francisco , Califo:Cn1a, 'this 

day of ____ ... M .. A;u.RWIIICIol.H ____ ---', 19650. 

\ • I ' ' • "-,I" .. ~.. ~, "."'.' I, ~~'.~. ~'~'~~'=;: /' /.-' '. -, ,. ' "" 

. '. ,,:"., .CamlU.ssionera., "',' 
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