
Decision No. __ 77 __ 0_:11. ___ _ 

BEFORE ~BE PUBLIC UTILITIES COMMISSION OF T.BE STATE OF CALIFO~ 

In the Matter of the App:Lication of 
SO'O'nIERN COUN'l'IES GAS COMPANY OF 

) 
) 

CALIFORNXA~ a co~ration, 'for ) 
authority to issue and s~ell ) 
$32,000,000 First Mortgago Bonds, ) 
Series F, Due 1995: to mortgage its ) 
properties and to execute and deliver ) 
to W'ELLS FARGO BANK, Na'tional ) 
Association (formerly American Trust ) 
Co:npany) as Tr'l.lStee, a Supplemental ) 
Indenture dated as of May 1, 19707 ) 
and for the exemption of such proposed ) 
issue of Bonds from the compc~itive ) 
bidding rule established, in the ) 
Commission's Decisions ~:os. 38614, ) 
49941 and 755SQ.. ) 

) 

Applica'l:ion No .. 5.1729 
Filed February 25, 1970 

K. R. Edsall and Keith L. Groneman, for applicant .. 
Roger Arnebe'Cgh, City Attorney, by Charles E. Mattson, 

Depu-ey Ci'~y Attorney, for Ci'~y of Los Angeles"interested 
party. ' 

Robert W. Russell, Chief Engineer and General Manager, by 
M. Kroman, for D(~partment of Public U"tilities and' 
'l':ransportation, Ci'ty of Los Angeles, interes'tcd par'~y .. 

Elinore C. Morgan and Gary L. Hall, by Garv L. Hall,. 
S'taff Counsel, for Legal Division of 'the Commission n taff .. 

Sidney J _ Webb, for Finance and Accounts Division' of 'the 
Commission staf£. 

OI>J:NJ:ON -- -"- - - ....... --
, 

SOu'l:hern Coun'ties Gas company of' California seeks an order. 

grantin<; i,t an exomp'l:ion from 'th~ Commi~j:lic)l'l.· s eompC't:i·t:ivc bidding 

rule, and authorizing it to issue, sell and deliver $32,,000,.000 
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ag9'X'egatc principal amount of its Firs't Mortgage Bonds,. SE. ries F,' 

Due 1995, and to execute and deliver a Supplemental Ino.ent'..;rc. 

After due notice,. a public hearing- in the a):)ove-e.nti't:led 

matter was held before Examiner Donovan in Los Angeles on March 11, 

1970, at the conclusion of which the matter was taken under sub...; 

mission. The commission has received no protests in the proceeding-

Applicant is a wholly owned sUbsidia~of Pacific Lighting 

Corpora.tion, and is engaged in 'the purchase, distribu'tion and'sale-. 

of natural gas to customers in the cen'tral and sou'thern portions' ,of 

the State of Ca1ifornia. For 'the year 1969, the utility reports 

total operating revenues and net income of $234,100,422 and 

$10,762,764, respectively, as shown in a portion of Exhibit. C, 

attached to the application. Exhibit No .. 1, filed in thisproeeed

ins, shows that as of December 3l,. 1969, the utility's reportedne't 

utility plant exceeded its outstanding securities and contributions 

in aid of construction by $45,68l,220. 

After paying and. dischargi.c.g obligations for expenses ' 

incident to the issuance and sale of said bonds, applican't: proposes" 

to use the bond proceeds, to the extent required, 'to repay in full 

an estim~;ted $18,000,000 of short-term indebtedness representi!l9' 

advances from said Pacific Li9'h'ting- Corpor~:tion to provide tertporary 

:tl!lds for the utility' s construc,tion and expansion program. Appli

cant intends to apply the remaining- proceeds .as needed and available, 

other than accrued interest, . (a) to finance a portion of its 1970" 

construction and expansion pr09X'aln estimated to total $19,987,000::' 
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according to Exhibit F attachecl to the application, (b)' to meet a 

si:cking fund requiremen't pertaining to $2,863·,000 face value of its, 

outstanding bonds, and ee) poss~ly toward retiring its First 

Mortgage Bonds, 3% Series, maturing January 1, 1971, depending upon 

the extent, if any, to which any of the proceeds will remain 

available for such purpose. The utility intends to apply the accrued 

interest prceeea.s to any of 'the foregoing or o't:her corporate 

purposes. 

the record shows that applicant will deposit the entire 

bond proceeds with its parent corporation.. Af'ter repaying said: 

chort-term indebtedness, it will draw from the- remaining' proceeds, 

as needea, for the other designated purposes. During the period 

·the company has any of the funds remaining on deposit, i-t will 

receive interest equivalent to the prevailing rate on short-term 

commercial paper, 'treasury bills and similar investments. 

As summarized from page 13 of the application, the 

utility's capitaliza'tion percen'tagoes as of December 31, 1969, and as 

adjusted to give effect to the proposed bond issue, are as follows: 

First mortgage bonds 
Common stock equity 

December 31, 1969 Pro Forma '. 

To'tal 
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The utility contemplates selling the new bonds on a 

llegotia'tcd basis to a na'tionwide grou? of inves'tmen't banking firms .. 

The bonds will be issued pursuant to a Supplemental Indenture dated 

as of May 1, 1970, and containing a five-year restricted redemption 

provision similar to 'that frequently employed in bond offerings at 

'the present time.. 'rhe company's reasons for requesting exemption 

from the competitive bidding requirement as summa.rized from 'the 

application, arc as follows: 

.. (1) CUrrent unstable and infla't:ionary financial market 
conditions make desirable, pre-offering marke't efforts by 'the 
prospective underwriters~ 

It (2) Greater flexibility in marke't 'timing as de'termined 
be~'een the Applicant and the Underwriters,ean be obtained, as 
opposed to the fixed time schedule characteristic ofcom~titive 
bidding procedures. 

M(3) A. negotiated sale of 'the proposed issue of New Bonds 
provides a greater degree of flexibili'ty wi't:h respeet· to 'the 
ehoice of underwriters and dealers, thus erihaneing 'the prospects 
of sale on favorable terms to 'the Applicant." 

After considera'tion 'the Commission finds that: 

1. The proposed bond issue is for proper 
pu.rposos. 

2. Applicant has need for funds from external 
sourees for: the purposes set forth in this 
proceedin9'-: 

3.. Applicant will be required to pay interest ~:t 
a lower effective rate than it would in 'the 
absence of the proposed res'tric,ted redemp,tion 
provision. 

4. The proposed Supplemen'tal Indenture would, not 
be adverse 'to 'the pUblic in'teres't .. 

- 4 -



e, 
." 

A .. S1729 MM 

5. The money, property or labor to l:,'e procured or 
paid for by the issue of the bones herein autho
rizea is reasonably required for the purposes 
specified herein, which purposes, except as 
otherwise authorized for accrued Ln'I:erest, are 
not, in whole or in part, reason~)ly chargeable 
to operating expenses or to i.c.eom.,. 

6. The issue and sale of the propose:! bonds should 
not be required to be~t competitive bidding. 

On the basis of the foregoing findings we. conclude that 

the application should be granted. The authorization herein gra."l.'ted 

is for the purpose of this proceeding only and is not to be eon~ 

strued as indicative of amounts '1:0' be included in proceedings for 

the determination of just and reasonable rates. 

Applicant is hereby placed on notice that, if the 

cocmission believes that the negotiated price or interest rate 

pertaining to the proposed bond· issue will resul'l: in an excessive· 

effective interest cost,. it will take- in'co consideration in future 

rate proceedings only tha'l: Which i'l: deems reasonable.' 

IT IS ORDERED that: 

1. The issuc and sale by Southern Counties Gas Company of 

California of not exceeding $32,000,000 aggre9ate principal amounl: 

0: its First Mortgage Bonds, Series F, Due 1995 are hereby exempted 

from 'I:hc Commissio::I! s competitive bidding rule sc't: forth in Deeision 

NO. 3S6l4, dated J~ua:y lS, 1946, as amended, in Case No,.' 476l.. 
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2. Southern counties Gas Company of Ca}.ifornia .may execu'te 

and deliver a Supplemental Indenture in the same :!orm,or in sub

stantially the same form, as ~at attached 'to the ~pplicationas 

Exhibit E. 

3. Southern Countie~ Gas Company of Califo:~ia may issue, 

sell and deliver not exceeding $32,000,000 aggre9ate principal 

amoun't of its Firs't: Mor't:gage Bonds, Series F, Due199S~ in accor

dance with the applic~tion, and the terms and provision& of an 

Underwriting Agreement in the same form, or in subs'talltially 'the 

same for.m, ;~ Exhibit No. 3 filed in 'ehis proceeding. 

4. Southern Coun'l:ies Gas company of California shall 

apply the net proeeeds from. the sale of said bonds to the purposes 

set fo~ in the application. 

S. On the date Southern Counties Gas company of California 

determines the price and interest rate pertaining to the bonds 

herein authorized., it shall notify the commission thereof by 

telegram. 

6. Within thirty days after the issue and sale o·f the 

bonds herein au'thorized, Southern Counties Gas Company of california 

shall file with the ConmU.ssioI4 three copies of its prospectus 

pertaining to said bonds. 
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7. On or before t~he 25th day of each month, SOuthern 

Counties Gas Company of California shall file wi't:h 'the Commiss.ion 

a s·~tcmen't: disclosing the purposes fo:: which, during 't:l').e precedin9' 

mon~, it expended proceeds attribut~le to its· Series F bond issue. 

In all other respects, General Order No. 24-B shall be inapplicable. 

$.. This order shall become effcc'l:ive when southern 

Countiea. Gas Company of California has paid 't.he fee prescribed. by 

Section 1904 (b) of t.11e P~lie Utilities Code, which fee is ' 

$20,568.50. 

Dated at ________________________________ , California, 

this.31d-' day of _____ M_A_kC_H ______ , 1970. 

L~···· , .. ,:~ 

~rs··" 

...... , .... 


