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BEFORE 'I‘HE PUBI«IC UTILITIES COMMISSION OF THE S’.I‘A‘.I’E OF CALIFQRNIA

In the Matter of the Appl;catzon of
PACIFIC LIGHTING SERVICE COMPANY, a
Corporation, for ‘Authority to Issue
and Sell Its Debentures, Series F, in
an Amount. Not Exceeding $25,000, 000
and to Execute .and: Delzver a
‘Supplemental Indenture.

. Application No. 55911
(Filed September 4, 1975)

B A e

w1111am M. Pfe;ffer, Attorney at Law; fbr applzcant-
Sxdney J. - webb- for the cammissxon staff

OPINION

Pacific Lxghtxng Sexvice Company, a Cal;fornxa qqumatmm,‘
seeks authority to execute and del;ver a supplemental 1ndenture, '
and to issue and sell not exceed;ng $25~OOO 000 aggregate prxnc;pal '
amount of its Serles F'debentures through.negotzatzons to be
_conducted in the State of New-york, L SR

After due notice, a pub11c~hearzng Ln the above—ent;tled
matter was held before Examiner Tomita in San Franczsco on '
September 24, 197Sv at the conclusxon of wh;ch the matter was
taken under subm;ssmon. The Commlssmon has recexved no-protests
in the proceedxng- SR h L -‘, AT

Applxcant is engaged prznc;pally ;n purchasxng,‘”f
transm;ttxng and stor;ng natural gas for sale excluszvely'to .
Southern - Calzfornra Gas COmpany for resale, both companxes being
subsidiaries of. Pacxfxc Lxght;ng COrporatzon- '

Accord;ng to'the~testrmony, applrcant s capztalrzatzon
xatios at Angust 31 1975 and as- adjusted to gzve effect to L
(a). the retmrement of debentures for smﬁklng fund purposes, andff'l
(b) ‘the debentures pr0posed 1nAthzs proceedzng, are as followseﬁff
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August 31
‘ 1975

Debeotures ',‘ L 50-&%T';q‘g‘
‘COmmon equzty ‘ O 2-2Y. SRR
Total = ‘flooto%jh.v

The testzmony shows that on August 31 1975 applzcant s
;ndebtedness to ;ts pazent corporat;on amounted to 542 148 212
Applicant proposes to use the debentuxe net" proceeds, other than
accrued interest, to relmburse its treasury for constructlon
expenditures, and for the dlsoharge and’ lawful refundlng o£ zts
oblzgatlons. The acerued 1nterest would be used foz general
corpo:ate puxposes. L L .

' Factors Justltymng exempt;on from the competzt:ve bzddzng dr
requlrements under curxent market condzt;ons, as set forth 1n the |
applloat;on, include the ;ollow1ng. ' '

l. A negotiated underwrltzng permits the issuer.
to make last-minute changes in the t;mlng of
the offering in ant;clpatzon of maxket
upswings.

A negotlated underwrxtlng enables last-m;nute
changes to be made in the terms of the issue
in  response to changes in market condztzons.

A negotiated underwrztzng enables the managzng .
underwriter to form an underwriting: group composed
of the investment: banking firms havxng the best
resources to market the ' issue.

A negotiated offerlng enables the underwrzters
to develop—a greater knowledge of.the issuer's:
particular business, which will assist them
in thelr presale marketxng act;v;txes.;u,,_
The evzdence adduced at the hear;ng persuades-us that
the present unsettled maxket condztzons Justxfy a negotzated

. offerxng of the'securztzes. Although a negot;ated sale.may allow
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more flexzb;lzty in marketlng the proposed debentures and facrlrtate
‘the sale with less cost to applzcant a negot;ated sale zs not
always necessarzly in the publzc 1nterest This- decmszon is not
zntended to meodify the competzt;ve bzdd;ng rule as. Lnrtzally set
out in Decision-No. 38514 (46-Cal R\c. 281 (1946))., _ '
Applzcant intends. to\srtuate and structureethe proposed
1ssuance and sale of zts Serzeo F‘debentures rn the State of: New
York without: restr;ctzng the market for such debentures to areas
outside of calrfornra- Inasmuch as applmcant 'S proposal does not
operxate to—restrrct the potentral debenture market to the detrlment
of applrcant ox. its ratepayer, we are not opposed‘to-such sztnntzng
and strncturzng of the"proposed rssuance and sale-3 In thzs i
connectron Decisions Nos.- 83411 and 83808 among'others)‘hold that
thzs Comm;ssmon in exercrszng its author;ty to, regulate publzc _
‘wtility debt securltres is not restr;eted by the Calrfornra Usury
Law ‘and its ram;fzcatzons- We reaffzrm this’ holdlng and conclude
that if ‘the 1nterest lmm;tatron of the Calrfornra USury~naw Ls
exceeded but it zs,determ;ned that the transactxon rs the-best the
utrlmty can obtazn Decause of market condltlons, then the publrcw“
' lnterest reqn;res this Commzssxon,to authormze the Lssuance ‘and.
sale of the'debt znstruments. ' - o
' After‘cons;deratzon the COmmmssron fznds that-'f-” 3

1. Applicantis a California - corporat:.on operat:.ng undex
the gurlsdmctron.of this: Comm;sszon.

The proposed debentures would be for proper purposes.»

Applicant has. need' for external funds for the purposeolpjt
set forth in this proceedrng. :

The proposed. documents would not be adverse to the
public znterest-\n

The sale of the proposed debentures should not be
_requxred to be throngh competztzve brddzng; R
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The money, property or labor to be procured or
paid for by the issue of the debentures herein .
authorized is :easonably_requixed_foz‘thg purposes
specified herein, which purposes, except as
otherwise authorized for accrued interest, are
not, in whole or in part, reasonably chargeable
to operatzng expenses-or to income. . -

The-applzcat;on of. Art;cle 5 chapter 4 Pa:t 1,
Divisica 1 of the Public vtilities Code to this
proceeding is requixed by the publzc xnterest-;_‘

Underwrxters~wzll not be restricted from offerzng

or sell;ng‘appllcant‘s Serzes F debentures Ln
California. ‘

Prevailing market cond;tzons maY'necesqmtate that
applicant’'s proposed Series F debentures will:be
issued and sold with a2 rate of interest exceeding
the limitations provided in Article XX, Section 22
of the California Constitution and, if such'a rate
of interest is necessitated, it would not be in

the public interest to require applxcant to abandon
the proposed issuxznce and sale of 'such: debentures,,
because such a requirement would impair ‘applicant’s:
ability to obtain the external funds: needed‘by

applicant for thu puxposes set forth 1n thzs
proceedzng. :

Pursuant to'plenary'powers granted to the Legxslatuxe

by Article XIXI, Section 5 of the California Constitution,
the Legislature is authorized to confer .such additional
consistent powers upon this Commission as it deems
necessary and appropriate, umrestricted by any other
provisions of the Californiz Constitution,. except

those directly relating to the Commission. -

The Legislature has conferred upon th;s Commission’
the authority to regulate the issuance of public
utility securities, including evidences of -indebtedness,
and to prescribe restrictions and conditions as it
deems reasonable and necessary CSectzons 816 et _gg

. ©f the Public Utilities Code).

Pursuant to the plena:y powers: granted to the'Legxslatuxej?
in Article XII, Section 5 of the California COnstltutxon,
it conferxred upon this COmmlsszon.comprehensxve and-
exclusive power over the issuance of public: utxlzty
_securztxes, 1nc1ud;ng evzdences of 1ndebtedness~~and
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the application of the California Usury Law as a
restxiction on this Commission's regulation ef such
issuvances of public utility securities, including
the establishment of a reasonable rate of interest,
would not be in the public interest or be protective
of public utilities or their customers, but would,
instead, impair the ability of public utilities to
obtain funds necessary to provide an adequate: . -
standard of public utility service to their customers.

In addition to the plénary powers granted to the
Legislature by the California Constitution pursuant
to which the Legislature conferred upon this Commission
exclusive authority to xegqulate the issuance of . ‘
debentures by public utilities (Sections 816 et sed.
of the PubIEC‘Utilities,COde),virrespectivéioE*EEEf‘
Usury Law, judicial interpretation of the California
Usury Law has exempted corporate debentures of public
utilities frxom operation of the Usury Law. S
If the usury limitation contained in Article XX,
Section 22 of the California Constitution and the S
Usuxy Law Initiative Act is exceeded, but the transaction
is authorized by this Commission and is the best - . Y
applicant can obtain because of the market conditions,
applicant utility, itsassignees or successors in
interest, will have no occasion to and cannot assert
any claim or defense under the Califormia Usury Law;
further, and necessarily, because of lawful issuance
by applicant of Series F debentures in compliance with
authorization by this Commission, persons collecting -
interest on such authorized debentures are not subject
to the Usury Law sanctions.’ S T
Applicant's proposal to situate and structure the
proposed- issuance and sale of Series F debentures
in the State of New York is acceptable to. this
Commission, inasmuch as such proposal does not
restrict the potential debenture market to areas
©x purchasers outside California. P
Cn the basis of the foregoing findings we conclude that
the application ‘'should be granted. 'As set forth in Decisions '
- Nos 82411 and 83808, among others, we further conclude that:the |
- usury limitations on interest contained in Article XX Section 22
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 of the-Calzfornla Constxtutxon and the U;ury L&w Inltlatzve Act do
not apply-to the ;ssuance of. puol;c utzllty secux;tzes, zncludlnc‘”'
evzdences of zndeatedness lawfully authorlzed by-thxs cammlsozon.t
The author;zat;cn Herezn g*anted is for the puxpose of thms m}[
p:oceed:ng only, and- 1o not to be. construed as ;ndmcatzve OL amounts
to be included in proceeazngs for. tke determznatzon of just and
reasonable rates. | . | SRS ’:‘,

Appl;cant ~s ereby p;aced on notzce thut lf the -

Conmission belxeves that tne negotzated pr;ce ox 1nterest xate'
pertaznzng to the propooed deaentu.e/;suue wzll xtsult 1n an
exce331ve effect;ve 1ntereat cost it w;ll take’ lnto ccns;deratzon
in- xate proceedzngs only that whxch Lt deems reasonable._-

.ORDER

IT~IS ORDERED that-- L ‘

1. The sale by Pacxfzc Lxghtxng Service chpany of not s
exceeding $25,000,000 aogregate prznczpal amount of Lts De@entures, fﬂ
Sexries F, is-hereby exempted from,the COmmzsszon s compet;tlve B
»idding rule set forth in Decmsxon.No. 48614 dated Jannary 15 |
1946 as amended in Case No." 4$761. :

2. Pacxfxc L:ghtlng Servzce—Company may execute and delmvez
2 Fifth Supplemental Indenture in suostantlally the same form.as
that attached to the applzcatlon.as Bxh;bxt C.“‘ o ‘ e

3. Pacific nghtznc Service COmpany-may"zssue and ‘sell not. o
exceeding $25, 000 000 aggregate prlnczpal amount of xts Debenttres,"
Sexies F, in. accoxdance wmth the appl;catmon, testxmony*and

exhlbzts..'; oo : e .

K. N01ther Pac;z;c L;ghtzng Servzce COmpany nor anyone
purportzng to act on 1ts behalf shall at any tzme*assert 1n any »
manner, or attempt to ra;se as- a clazm,or dafense in’ any proceedznggﬁ
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that the 1nte:est on lts Deoentures oeries F exceeds the maximum |
permitted to be charged under the Caliiornia Usury Law or any
similax law establishing the maximum rate of interest that can be

- ¢charged to or rece_ved from a bor:ower._

S. Pacific. Lighting SerVLCG Company shall apply the proceeds
from the sale of said debentures to the purposes set forth in the
application. ’ l :

S. Promptly after determining the matuxity date, p:ice and
1ntexest rate pertaining to the debentures hexein authorized _
Pacific Lighting Sexvice Company shall notify the COmmisszon,thereofv~'
in writing. , . R vﬁf ‘1 ' ’.‘,.

7. As soon as available, Pacific Lighting Servzce COmpany
shall file with the Commission th:ee copies of zts prospectus :
pertaining to said: debentures.- L L L :

' 3. Within one'month after issuing and sellinc the debentures
herein.authorized Paciiic nghtina Serv1ce Company shall iile with
 the COmmission a sLatemenL, in lieu of a report under General

Oxder No. 24-3, dzscloszng the puxposes ior which the debenture
*proceeds,were used-;““d. SRy o :,“" S ".‘--?‘*

9. his order shall oecome effective when Pale1C‘nghtlng

Servzce Company'has paid- the fee- prescrioe& by Section 1 04(b) of
the Public Dtilities Code, which' fee is $18, 500 ‘_

| | Dated at San Franclsco, California, this /@f"lb'day'of
_October, 1975 Co - | e S

| P_'unuc u"nu"ms' "cn' M'M' lSSl_ TE
WM ‘

. Commissioner Vanon.L.;""' -
- 7 - necos..arny ab.«.-nf..'[:.': 2 not: pa.rt:!.cipato
in. tho disposition or ms proceed:ing-, B




