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Decision No. ’. 68781 | . @R“%“NA

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE smamz or CALIFORNIALf?ﬁf“:'“

In the Matter of the Application
of SOUTHERN COUNTIES GAS COMPANY
OF CALIFORNIA for an ordexr
(a) authorizing the execution
and delivery of a supplemental -
indenture modifying its First
Mortgage Indenture dated - :
January l, 1941, to WELLS FARGO
BANK (formerly named American
Trust Company) , as Trustee, and

. (b) approving, after.a hearing.

- upon 'the fairness thereof, the
resulting changes in' the bonds
outstand:mg thereunder- _

‘Applicdﬁiohl‘}NOL; : 4?349 o
Filed February 19, 1965

In the Matter of the Appl:.ca.tn.on :
of 'SOUTHERN CALIFORNIA GAS. B
COMPANY for ‘an .order . X

(a) authorizing the: execut:.on :
and delivery of a supplemental
indenture modifying its P:.rst
Mortgage Indenture dated -

October 1, 1940, to WELLS I‘A.‘RGO ‘
BANK, (formerly named American
Trust Campany), as Trustee, and
(b) approving, after -a hearing:
upon the fairnmess thereof, the
resulting changes in the: bonds
outstand:.ng thereunder.

Appln.cat:.on No. 47351 O
I:‘:Lled February 19, 1.965 '

L. T. R.'Lce, M:x.lford Sprznger, Robert M. OJ.son, J‘r., o
by L. T. Rice and Milford §2r1nger, for Southern
Counties Gas Company of California, applicant;

John Ormasa and L. T. Rice, by L. T. Rice, for.
"Southern California Gas Company, applicant; - ‘

R- W. Russell, Chief Engineexr and General Managex,
Depax-tment of Public Utilities and Transportation,
City of Los Angeles, by K. D Walgrt, J.nterested

81dne3LJ. Webb for the c::mxussion staff




-
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oRINION

In these proceedzngs Southern Count;es Gas cOmpany of;””

California and Southern California Gas Company request the
Commission to make an order, or orders, approvnng the terms and

conditions of proposed exehanges of bonds, after a hearxng upon

the fairmess thereof, and authorizing the execut;on and del;veryﬁp

of snpplemental lndentures and” the issue and exchange of bonds.ud{"

A publle hearing on the two-matters was held before
Examiner Donovan in Los Angeles, on.March 17, 1965, after notlce}'
of such hearing had been gnven (1) by publ:catlon, at 1east ten
days prioxr thereto, in newspapers of genernl cxrculatxon 1n Los
Angeles, San Francasco, chxcago"and New'York (2) by'manlxng

to ‘all persons (approxzmately 1 000) who were known or belleved

to be applicants’ bondholders and, (3) by manlxng to all partxc;— f? o

pating underwrzters (approxnmately 300) of prlor 1ssues of
appllcants bonds. No~protests were receuved by the COmmlsszon

angd the appl;catlons were taken under sdhmissxon.

Under author;zatzons heretofore granted by'the
Commzss;on. Southern Countzes Gas.Company of Calrfornxa executed
its First Mortgage Indenture dated January 1 1941 and from .
time to time issued bonds secured thereby, of whxdh.$84 357 000
in prxnczpal amount represented by nine serzes were outstand;ng
on February 28, 196S. Szmzlarly, Southern Calzfornza Gas Jf” 
Company executed its Flrst Mortgage Indenture dated October l,

1940, and 1ssued its bonds of whnch $l92;402,000 ln.prmnczpal
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amount represented by elght ser:es were‘outstandang on ?"‘ :
February 28, IQGSt The terms of the lndentures.may be mod;fzed
w:tb the consent of the bolders of two—thzrds of tbe prascapal
amount of all outstandlng bonds. Prov&ded that samd fractlon.of o
consents is obtained also from holders of the flrst ssx ser;es j3" ,

for Southern Countles Gas Company of Calrfornaa and of the fmrst

five series for Southern Calafornla Gas CQmpany. :

Appllcants propose to-make further modxf;catzons 1n |
theixr 1ndentures by means of executlng addatlonal supplemental
indentures. The proposed modxfzcatlons are desmgned prznclpally
to fac;lztate transfers and exchanges of bonds xn the secondary
market fox the benef;t of bondholders in. connectxon wath the use

of regmstered bonds. Mozxe specaf;cally,=the proposed mod;f&cataonsdfu“'”

would provzde for the followzng.,
l. Authentlcatxng agents in- addztaon to
the trustee.

2. Full interchangeability of\coﬁpon7and
registered“bonds for each series. '

The safekeepzng of coupon bonds ,
surrendered on. exchanges of bonds.

The optaonal use of facsxm;le slgnatures
of appllcants officers on,bonds. ‘

The companxes dessre to mod;fy thear 1ndentures 1nAthe

nanner proposed in these proceedzngs for tbe followzng reasons-*f‘ff“””'”
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1. In conformity wath current flnancxal
practice, to facilitate the use of
registered bonds by (a) providing for
full exchange privileges as between
coupon and registered bonds, and (b)
affording prompt delivery in New ‘
York of bonds in spec;fled form and
denomlnatlon. o o

To realize a saving in lnterest
disbursement costs, estimated to'
anount to more than $100,000 over
the remaining lives of the present
series of bonds of Southern

California Gas Company, and $SO 000
for Southern Counties Gas COmpany '

of Callfornla.

To increase the attraetlveness of
applicants' bonds to .investors. and ‘
thus enhance thelr marketabmlmty. .

Applicants allege that.the proposed modlflcatlons of
the indentures are fair to thelr present bondholders, 1nasmudh
as they will be benefmted by the exchange pr;v;leges provaded
by the amendments and by the 1ncreased faellltles for exchange

provided by the use of an authentlcatlng agent 1n New York and

perhaps, at some future tame, ln.other large fznancaal centers.‘.' .

In addition, appllcants allege that saad modlflcatlons i
will be (a) advantageous by enablzng them to take advantage or,ifd,‘_ll7;
the modern trend toward the use of reglstered bonds, wmth 2.
resultant savmng in admlnlstrat;ve costs and Gb) in Ehe publlc

interest by vircue of lmorovang Ehe acceptablllty LO 1nvestors

of their bonos, thereby contributlng to thelr ablllty to'render

good utllmty service at reasonable rates.‘
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The record shows that one or more off;cers of the applr—d3;t“
cants have discussed the proposed changes wi.th. several of the
larger bondholders, the majormty of the prlncapal underwr;ters
oﬁ applacantsf outstandlng 1ssues and members of the flnancaal :
communaty. In addition, the record shows that a number of bond-&dfﬁ
holders have replied voluntaraly sxnce recemvang notzf;cataon offg?
the hearlng, and that the persons contacted and bondholders tv
replying voluntarxly, with one exoeptaon ;n the<latter group,’ -
have locked £avorably upon the proposed changesxand that “
several commended applicants for takang sueh actaon.f,:thp
appears that the one exceptaon arose from a masunderstandang |
that future bond issues would be lrmzted to regaetered form, rf"w"h‘”

whereas the intention is to provade for optlonal coupon,fqnn.,j,‘ 3

Applzcants report that they are adv;sed by thear
counsel that the making of the proposed amendments of the |
indentures may constitute snch.a change in the bonds now out-_f'iv
standing thereunder as would. as a matter~of 1aw, result in :~
the issuance under the amended 1ndentures of bonds Ln.exchange.f”t
for a lake principal amount of bonds outstandxng on the -
effectlve date of such amendments. They report they are further
advased that in the cmrcumstances it is. legally'adVLSable that
appropraate authormzatlon be obtazned from the Commmssaon forfheV“.
such issuance and exchange and that in vaew of the fact thati}'d*
such 1ssuance and exchange maght constatute a publac offerrng~: .
of the securatleﬂ lnvolved, 1t is also legally deslrable thatk": ”

the,Commassron, pursuant to- Sectaon 822 of the Pdhlac’Utalxtaes
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Code, approve the texms and codéitions of éoch”isoaanéé'and‘ei;;xw
change, if such it be, after a hearlng on the fazrness uhereof
thus bringing the transactlons ‘within the exempt;on prov;ded
by the Securities Act of 1933._ .

The COmmzssxon has consxdered those matters and s
assumzng, without decldxng, that the legal effect of the con-fof
templated transactxons Wlll const&tute an xssuance and exchange
of bonds f;nds, after hearxng, tha: the terms and condztmons
of such issuance and‘exchange are'fazr. In addxtlon,‘the
COmmisoion.finds that: (1) the proposed transactlon 3w111 not
be adv;rse to the public 1nterest— (2) the money, property or
laboxr to»be procured oxr pa;d for by'the lssue of thc bonds o
herein authorlzed is reasonably requxred by applmcants for the f
pu:poses spccmfxed herexn- -and (3) such purposea are not, zn
whole or in part rea*ondbly chargedble to~operat1ng expenges

or to income. ..

On the basis of the foregozng f;ndxngs we conclude ﬁf' ST

that the appllcatxons should be gr_nted. The authorzzatmon .
herein given is for the issuance and exchange of bonds and the
execution and dellvery of supplemental 1ndentures, and 1s no;
to be construed as indzcat;vc of amounts to be anludcd 1n o

proceedings for the determlnatlon.of Just and reasonable

rates.
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9.3 §.
IT IS ORDERED that: |

1.  Southern Countaes Gas cOmpany of Calafornza and

Southern Calmfornza Gas Ccmpany may execute and delxver supple_;ﬁ‘ew DU

mental Lndentures in the same form, ox in substantlally the same ?7"‘

form, as those attached as.Exhxbat B tc-Applzcat;ons Nos. 47349

and 47351 respectzvely.

2. The Commlsslon hereby-approves the terms and con-‘ﬂ;jf
dmt;ons of the proposed issuance and exchange of bonds as heremn“"

authorzzed, and Southern COuntaes Gas Company of Calmfornla may';(jt

issue not to exceed $84,357 000 ln prxnclpal amount of Fmrst

Moxtgage Bonds, of several ser;es, Ln exchange for a ;xke amountpiﬁﬂf

of bonds of said ser;esapresently outstandxng, and Southezn f'”"m°”"'“:”

Callfcrn;a Gas cOmpany may issue not to - exceed $192;402,000

in pr;ncxpal amount of First Mortgage Bonds, of several seraes,"

in exchange for a like: amount of bonds of’sazd serxes.presently};ﬁnfj‘

outstandzng.

3. Southern cOuntzes Gas cgmpany of Caleernaa and i
Southern California Gas cOmpany shall file w:th the Commzss;on o
three conformed copies of each of sa;d supplemental zndentures;pt_
as actually executed,'such ’llzng to-be made w:thln szxty daysjfﬂfln“

after execut:on thereof.
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4. The effective date of ﬂai# ordershallbe £iv e
days after the daﬁe hei:eof. ' R

Dated at San Erancisen A Cal:ufomia,thls

3%

day of MARCH ., 1965,

. President .




