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BEFORE TEE PUBLIC’UTILITIES COMMISSION OF THE-STATE OF CALIFORNIA

Tn the Matter of the Application of
SOUTHEERN CALIFORNIA GAS COMPANY,

2 corporation, for authority to issue
and sell $55,000,000 Fixst Mortgage
Bonds, Series H, Due 1995; to mortgage
its properties and to execute and
deliver to WELLS FARGO BANX, National
Association (Formerly American Trust
Company) as Trustee, a Supplemental
Indenture dated as of Qctober 1, 1970:
and for the exemption of such proPosed
issue of Bonds £xom the competitive
bidding rule established in the
Commission's Decisions Nos. 38614
49941 and 75556.

Application No. 52132
Filed August 14, 1970

W e S i A LS A S N o N Nl N N ot N

. Keith L. Groneman,. for applzcant._
Szdney J. Webb fox the Comm;ss;on staff.

oP I N I ON

Southern California Gas COmpany seeks an orde: grantmng

it an exempt;on from the Commission's compet;tzve bxddxng rule, and

v, authorizing it to issue, sell and deliver $55, OOO 000 aggregate pr;n-v\““"'

czpal amount of its First Mortgage—Bonds, Ser;es K, Due 199Sa and to“gt'"

execute and deliver a Supplemental Indenture.

After due notice, a publxc hearzng in the above-ent;tledf

nmatter was held before Examiner Donovan in San Franc;sco on

ptcmber 3, 1970, at the conclu;;on of whmch the matter was taken
under submission. The Commlsslon has recemved no protests 1n the
proceeding.’

Applicant, 2 subsidiaxy of Pacific nghtlng CQrporatlon,‘

is the suxvivor of the Juky 31, 1970 merger of Southern cauntles Gag
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Conpany of California into Southern Callfornma cas  ..1 |
CQmpany. The surviving corporatzon 10 engaged 1n the bus;ness oL
purchas;ng, dxstr;but;ng and: sell:ng natural gas to customero 1n the- 
central and southern portmons of the State—o£ Calzfornla. Por the
year 1969, the reported total operating revenues and net mncome of
the two mexrged companxe, cowo,ned amount to $585 412 257 and |
$3l 761,250, respectzvcl . _ ’
Reflectmng said menﬂer, epplzcant 5 assets and l;abllztmeS‘V
as of July 31, 1970, are summurlzed‘from a portzoneof Exh;bxtAB,;, o
attached to the‘application, as follows: . - |

Assets

Ttility plant less accumulated _

prov;s;ons\for deprec;at;on _ S o

and amortization ' $753,930,312
Current and accrued assets 59,112,400
Other assets 5, 608A164%9

Total = $8185650 87613

Liabilities

Common Stock . ‘ .$247 SOO OOO*Q‘
Preferred stoclk - 21,551,075
Paid-in capital ‘ .22, 398,629,
Capital stock expense _ (107, 250)
Unappropriated earned surplus 84 885,414 -
Long=term debt - ‘313 740, OOO;"
Bonds (3-1/4% serxies, due . .
October L, 1270) 18 109 000“,
Bonds (3% serxes, due January 1, S
1971) 5 695 OOO;
Othex. current and acerued
liabilities : : 77, 994 021{
Customer advances £or construction 3, 950 8323
Contributions in aid of '
construction 21, 3887632QJ_‘
Other liabilities o ‘ - 1 545 523

Total $818, 650, svsfie

After payment and dzscharge of oblxgatmons mneurred for

expenses ;ncxdent to the xsonance and sale o£ sazd bonds, applzcant |




proposes to use the bond proceeds, to the extent requzred to reoay _
in full an estimated $30,000,000 of shorb—term.zndebtedness represent—}
ing advances from said Pacific Lrghrzng COrporatlon to provmde tem-
porary funds for the utzlxty,s,consrructronvand expans;op.proqrem-'
and payment of $18,109, 600 for redemption of the5uti1iryﬁs”rirsr:_
Mortgage Bonds, 3-1/4% Ser;es, due 0ctober l 1970. To-the extent
requ;red an estrmated $8,660 000 of the proceeds wrll be~used to
retire bonds for s;nkrng fund purposes, and $5 695 000 wnll be us ed .
for retrr;ng applxcant s Frrqt Mortgage Bonds, 3%-Serxes due ,
Janvary 1, 1971. The remarnder of the net proceeds w111 be added toii
working cap;tal reprosent;ng rermbursement o£ treasury for moneyal ‘\,
spent for construetron and oxpangron, and wmll bo used to frnance a
portion of the costs 1ncurred or to be mncurred “in connectron wrth*
the utrlmty s eonstructxon and. expansron program. Accrued _n erest
would be applied to any of the forego;ng ox other corporate purposes-‘
| The record ahOWb that appl;cant wzll deposrt the entrre
bond proceeds-w:th its parent corporat;on. After repaymng samd
short-term indebtedness, it will draw-from,the rema;n;ng proceeds,‘f-
as needed, for the other gesignated - purposes. Durrng the perxod the
company has any of the funds remarnrng on deposrt, it wmll recerve
interest equzvalent to the provarllng rate on short—term.commerczal
paper, treasury bills and srm;lar 1nvestment¢.

As summarzzed Lfrom page 13 of the appl;catzon,‘the utzlrty

- capitalization’ percentages 2s of July 3%, 1970 and as adjusted to J']re;‘
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give offect to the proposcd bond issue and to. the :ademptxon at;f

maturity of said 3-1/4% and 3%,bonds are as £ollowa~

July 3L, 1970 Pro Forma

Long-tern debt o “.47%h o | 4Q%Q
Preferred stock U
Common stock equity 50 ) 48m. :

| Total 100%1__-‘ " ]1002"‘" "
The utility contemplates selling ‘the new'bonds on a
negotiated basis to a nationwide group of znvestment'bankmng £1rmsij;\
The bonds will be issued pursuant to a Supplemental xndenture-datcd
as of October 1, 1970, and conta;n;na a fxve-yeax restxxcted redemp-l
tion provision similar to that ;recuently employed in bond offerzngs
at the present time. The company's reasonq for requeatlng exempt;on

from the competztxve b;ddlna recu;xement as set morth in the applzca~

tion, are as follows:

“(1) Current unstable and inflationary
financial market conditions make desirable pre-
offering market cfforts by the prospective
underwriters. A shift in the market Zor high~
grade utility bonds from large institutional
buyers tc relatively small investors seeking
high yields emphasizes the need for such efforts.
Pre—-offering solicitation is morxe feasibhle whoen
the underwrzt;ng group has assurance that they
will be participants in the actual sale of 2h~ honds
Conversely, when two or more syndicates ara
formed in a competitive bhidding situation, an
individuval investment banker, who is necessarily
in only one syndicate, does not know whether he
will be a2 participant in the sale until one of.
the Hids is accepted. He therefore is unable to
proceed with the same degree of assurance.

"(2) Creater flexibility in market timing
can be obtained by the Appiicant and the Undexr-
writers, as orposed to the fixed time schedule
characteristis of compatitive bidding procedures. .
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“(3) A negotiated sale of the proposed -
issue of New Bonds provides a greater -degree’
of flexibility with respect to the number and
choice of underwriters and dealexrs, thus.en-
hancing the prospects of sale on termn.more
favorable to the Applicant.”

After consrderatzon the Commission fznds that--

1- The proposed bond rssue is for proPer
puxposes.

2. Applrcant has need for funds. from external”

sources for the purposes set forth in this .
proceedrng. ,

Applicant will be regquired to~pay‘interest_“
at a lower offective rate than it would in
the absence of the proposed restrrcted
redemption provrsmon. ‘ :

The proposed Supplemental IndentureAwould
not be adverse to the public 1nterest

The money, property or labor to be procured
ox paid for by the issue of the bonds hexein -
authorized is reasonably required for. the
purposes specified herein, which purpeses,
except as otherwise authoxized for accrued
intexest, arec not, in whole or in part,
reasonably chargeable‘to operatrng expcnses
or to income.

The issue and sale of the proposed bonds
should not be required to be at competltrve
bidding.

On the basis of the foregozng f;ndzngs we conclude that‘~‘
the application should be granted The authorzzatron herern granted
is for the purpose of this proceedrng only, and is not to be eon-u
strued as indicative of the amounts to be 1ncluded in proceedrngs

for the determination of just and reasonable rates.

Applicant rs hereby placed on netice that, 1f the Commngsron -

believes that the negotrated price or rnterest rate-pertaznmng to ?

the proposed . bond 1ssue wrll.result in an excess;ve effective
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interest cost, it will take into oonszderat;on in rate proceedlngs

'only that which it deems reasonable.

IT IS ORDERED that: |
1. The issue and sale Sy Southern Callfornaa Gas»Company /fn

of not exceeding $55,000,000 aggregate prlncmpal amount of 1ts Fzrst

Mortgage Bonds, Series H, Due 1995 axe hereby exempted f:om the

Commission's competatzve bldd;ng rnle set forth in Decasxon No. 38614 n“

dated January 15, 1946, as amended in case No. 4761. _ .

2. SouthernACallfornxa Gas COmpany-may execute and delzver‘
a Supplemental Indenture in the same form, or 1n substant;ally the
sane form,as that attached to the appl;cat;on as Exhab;t D.

3. Southern Calzfornza Gas Company'may mssue, sell and
deliver not exceeding $55-000 000 aggregate pr;nczpal amount of lto
First Mortgage Bonds Series H, Due 1995, in aceordance wmth the
application, and the ternms and provasxons of an Underwrmt;ng
Agreement in the same form, or in substant;ally the same form, as
that faled in this proceeding as Exhabmt NOw 4.

4. Southern California Gas Company shall apply the net

proceeds from the sale of said bonds to'the purposes set forth 1n {

the applncatxon. _ o |
5. On the date Southern California Gas Company determ;nes
the price and 1nterest rate. pertaxnxng to the bonds herezn authorxzed

it shall notify the Commassion thereof by telegram.'
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6. Within thzrty'days after the 1ssue and sale of’the ‘
bonds herein authorized, Southcrn Calzfornza Gas Company-shall f;le“*"‘f.
with the Commission three coples of Lts prospectus perta;nlng to 5 ‘; "
said bonds. | S | )

7. On oi befoie the 25th day of\eéch.hOnfh, Séuthérn'  ‘
California Gas Company shall £ile wnth the COmmlssxon a statcment
dzucloszng thc puxposes for whzch, durmng the preccdlng montn, LL
cxpendod proceeds attrzbutable to its. Scrzes b= ¢ bond ;ssue.w In all
other resPccts, General Order No. 24~B shall bc znappl;cable.

8. This orde: shall become effcctxve when Southexn

| California Gas COmpany has pa;d thc fee prescr;bod by Sectzon.1904(b)

of the Public Utilities Code, which fee is $17, 268.,
Da.ted at Sz Fraaciaco

, Caleo:nia,‘this )

SRucl ay of SEPTEMRED , 1970.

PUBLIC UTILITIES COMMISS'SN |
STATE OF CALIFORNIA

~ COmMLSSIOHCTS. . .-

Commisstoner Wilnam Snons.
noceSsarily absent, dia- 20t p
in tho uaposuion or th.ts p

Iri. betmg
artl cipa‘to L
roceeding

. :zﬁfxa ionor Thomas Mbran. bo&ng :
AN arily‘abﬂont. did not participafo
¢ .d1sposition of thig’ procooding.




