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BEFORE THE PUBLIC UTILITIES COMMISSION CF THE STATE OF CALIFORNIA

Decision No.

In the Matter of the Application of
SOUTHERN COUNTIES GAS COMPANY OF
CALIFCRNIA, a corporation,  for
authority to issue and sell
$32,000,000 First Mortgage Bonds,
Series F, Due 1995; to mortgage its
properties and to execute and deliver
to WELLS FARGO BANK, National
Association (formerly American Trust
Company) as Trustee, a Supplemental
Indenture dated as of May 1, 1970;
and Zor the exemption of such proposed
issuc of Bonds from the competitive
bidding rule established in the

Commission’'s Decisions Nos. 38614,
49941 and 75556.

Application No. 51729
Filed February 25, 1970
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K. R. Edsall and Xeith L. Groneman, for applicant.

Roger Arnebergh, City Attorney, by Charles E. Mattson,
Deputy City Attorney, for City of Los Angeles, 1ntcrested
party.

Robert W. Russell, Chief Engineer and General Managcr, by
M. Kroman, for Department of Public Utilities and
Transportation, City of Los Angeles, interested party.

Elinore C. Morgan and Gary L. Hall, by Garv L. Hall,

Staff Counsel, for Legal Division of the Commission staff.

Sidney J. Webb, for Finance and Accounts Dlvmsmon of the
Commission staff. S

Southern Counties Gas Company of California seeks an order .
granting It an exemption from the Commission’s compctitivé'biddingj

rule, and authorizing it to issue, sell and deliver $32,000,000 -
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aggregate principal amount of its First Mbrtgage*Bohds, Serieé»F;f
Due 1995, and to execute and deliver a éuppleheﬁtal Indeatuie;

After due notice, a public hearing in the avove-entitled
matter was held before Examlner Donovan in Los Angeles on Marxch 11'
1970, at the conclusion of which the matter was taken under sdb-
nission. The Commission has recelved no protests in the proceedmng;

Applicant is a wholly owned subsidiary of Pacific:Lighﬁing
Corpoxation, and is engaged iﬁ the puréhase, distributioh #ﬁd'saleA'
of natural gas to customers iﬁ the central and sowﬁherhportions‘of"
the State of California. For;the'year 1969, the ﬁtility‘ieébrtsi
total operating revenues and net income of $234,106,422 an@ 
$10,762,764, respectively, as shown in a portion of Exhibit C,
attached to the application. Exhibit No. 1, filed in‘thi5~pfo§eedé

ing, shows that as of December 31, 1969, the utility's réportéd'het  ‘

utility plant exceeded itS-outétanding securities and_dontributiohs-

in aid of construction by $45,681,220.

After paying And dis@harging obligations for expenses |
incident to the issuance and s&le of said bonds, appllcant 3_:::.-c>pos\esi~
t0 use the bond proceeds, to-the extent requlred to repay Ln,full
an estimated $18,000,000 of short—term indebtedness representing
advances from said Pacific Lighting Corporation to prov;de témpérary
fuads for the utility's construction and expansion\ﬁrégQQm. Apgli-‘
cant intends to apply the remaining proceeds as needed and avamldble,li

other than accrued intercst, (a) to £inamce a portion of 1ts 1970

construction and expansion program estimated towtotal'$19}987;oodﬂ o
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according to Exhibit F attached to the application, (b)ﬂto‘ﬁéeﬁ a
sinking fund requirement pertaining to $2,863,000 face'value.of its
outstanding bonds, and (¢) possibly toward ?etiring its First
Mortgage Bonds, 3% Series, maturing January‘l; 1971, depending upon
the extent, if any, to which any of fhe proceeds will remaih‘ |
available for such purpose. The utility intends to apply the accrued
interest proceeds o any of the foregoing or othe: éorporate” | |
purposes. |

The record shows that applicant will deposit’the entifé
bond proceeds with its parent corporation. After repaying said
short-texm indebtedness, it will draw from the remaining proceeds,
as needed, for the other designated purposes. During the perioed
the company has any of the funds remaining on depoéit. it will
receive interest equivalent to the prevailing rate on‘shoit-£¢rm
commercial paper, treasury bills and similar investments. |

As summarized from page 13 of the application, the
utility's capitalizatién percentages as of December 31, 1969, dndas

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

Decenmber 31, 1669 Pro Forma‘f‘

First mortgage bonds 43.0% ' 49;¢%f‘-
Common stock cguity 57.0 50.6

Total 100.0% 100.. 0%
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The utility contemplates selling the new*bonds'on’a
negotiated basis to a nationwide group of investment 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 fregquently employed in bond offerihgs at

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

from the competitive bidding requirement as swummarized from the
application, are as follows:

"(l) Current unstable and inflationary financial market
conditions make desirable, pre-offering market efforts by the
prospective underwriters.

“(2) Greater flexibility in market timing as determined
between the Applicant and the Underwriters, can be obtained, as

opposed to the fixed time schedule characteristic of competitive
bidding procedures.

"(3) A negotiated sale of the proposed issue of New Bonds
provides a greater degree of flexibility with respect to the
choice of underwriters and dealers, thus enhancing the prospects
of sale on favorable terms to the Applicant.”

After consideration the Commission: f;nds that:

‘1. 7The proposed bond 1ssue is for proper
purposes.

2. Applicant has need for funds from external
sources for the purposes set forth in this
proceeding,

Applicant will be regquired to pay interest at
a lower effective rate than it would in ‘the

absence of the proposed restricted redemption
provision. '

The proposed Supplcmental Indenture would not
be adverse to the public interest.




A.51729 MM

The money, property or labor to Le procured or
paid for by the issue of the bonds herein autho-
rized is reasonably reguired for the purposes
specified herein, which purposes, except as
otherwise authorized for accrued interest, are
not, in whole or in part, reasonadly chargeablc
to operating expenses or to incoma.

6. The issue and sale of the proposel bonds should
not be required to be at competitive bidding.

On the basis of the foregoihg findings we.cohclude‘thaé
the application should be grantea. The authorization hérein granted
is for the purpose of this proceeding ohly and is not to.be coﬁf‘.
strued as indicative of amounts to be ihcluded in proceedings‘£o£ 
the determination of just and reasonable rates.

Applicant is hereby placed on poticerthat, if-the_
Commission believes that the negotiated price or intefest'rate 3
pertaining to the proposed bond issue will result in‘an~exc¢ssive;‘

effective interest cost, it will take into consideration in futuxe

rate proceedings only that which it deems reasonable.

IT IS ORDERED that:

1. The issue and sale by Southern Counties Gas“Compaﬁy of
California of not exceeding $32,000,000 aggreéate‘principai amount
of its Pirst Mortgage Bonds, Series F, Due 1995 are hereby exemptéd
£ronm the Commissiona's competitive bidding rule set forth ih Dgéiéionj.

No. 38614, dated Janwary 15, 1946, as amended, in Case No. 476L.
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2. Southern Counties Gas Company of-CaLiforhiamay_exeC@te =
and deliver a Supplemental Indenture in the same form, or in_sub-
stantially the same form, as that attadhed to the app1iéation‘as
Exhibit E. |

3. Southern Counties Gas Company of califorpia may issue; 
sell and deliver not exceeding $32,000,000 aggregate principal
amount of its First Mortgage Bonds, Series F, bue l995; in acéor—
dance with the application, and the terms and prbvisiéns of'anl’
Undexwriting Agreement in the same form, or in substantially ﬁhe 

same form, as Exhibit No. 3 filed in this proceeding.

4. Southern Counties Gas Company of California shall

apply the net proceeds from the sale of said bonds to'ﬁhe purposes
set forth in the application.

5. On the date éouthern Counties Gas Company of California‘
determines the price and interest rate pertaining tb‘ﬁhe bondsf~‘v
herein authorized, it shall notify the‘ComﬁiSsion thereof by
telegram. |

6. Within thirty days’after:thé issue and sale éf,tﬁe
bonds herein authorized, Soﬁthern Counties Gas ¢ompany*of C§lifornia
shall file with the Commission three copies of‘ité-prospec£u51 

pertaining to said bonds.
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7. On or before the 25th day of each month, So'o.thern
Counties Gas Company of California shall file with the Cc;mx:‘xission_
a statement disclosing the purposes for which, during the p‘r‘eche‘ding* |
nonth, it expended proceeds attributable to its Séties F“bond‘ﬁ.ési:e.
In all other respects, General Order No. 24-B shall‘ be inapplicaﬁle.

8. This order shall become effective. when Soxlzthern
Counties Gas Company of California has paid the fee ‘pres'ci'ibe‘d by
Section 1904(b) of the Public Utilities Code, which fee is -

$20,568.50.

Dated at , California,

thisi/ﬂl' day of MAKCH , 1970.

PUBLIG UTILITIES COMMiSS "
STATE OF CALIFODNIA

Conmissiontrs ‘




