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CACD/KLS ... 

• D~cision 88 10 059 OCT 2 6: 1988: 

• 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Applica~ion of SOUTHERN CALIFO~~IA ) 
GAS COMPANY for Authoriz~~ion to ) 
(1) Obtain Debt Ca~ital Not ~o Exceed ) 
the Equivalent. of U.S. $325.000.000. ) 
(2) En~er into One or More Int~rest. ) 
Rat.e Swap Agre~m~n~s. (3) Obtain an ) 
Exemption from the Comp~titive Bidding) 
Rule to Eliminate the On~-Day Notifi- ) 
cation Requirem-ent to Solicit Bids. ) 
~nci (4) Ob~~in Equity Capital No~ to ) 
Exceed U,S. $50.000.000 by the Is~u- ) 
ance and Sale of Shares of its Series ) 
Pref~rred Stock or Preference Stock ) 
and to Di~tribute Shares of its Common ) 
Stock to Pacific En~erprisez. ) 

Applicat.ion 88-09-003 
(Filed September 1. 1988) 

(U 9Q4 G) ) 

This d~ci~ion grant~ South~rn Califo~nia Gas Company 

(SoCalGa~) the authority requested in the application. 

SoCalGa~ reque~t~ aut.hority~ under Public Utili~ie~ 

(PO) Code Sections 810-830 and 851. for the following: 

'\ 

,:~,~ . ', . . ..... 
't""" 

'~~: .. ~. 
. ~, ........ , ..... ,. 

1. 

2 . 

To- issue, sell and deliver up to' $325,000,000 
aggregate principal amount of SoCalGa:s.~ First 
Mort.gage Bonds,. debentures, promissory note~ 
or other evidence~'of indebtedness including 
without. limitation overseas indebtedness~ 
foreign securities and loans (to be collec­
tively referred to as Debt Securities) at any 
time or from time to time, on or prior to the 
effective date of this order and on or prior 
to Decem.ber 3'1, 1990,. in one O'r more fin4nC­
ings effected in domestic or foreign capital 
market.s; 

. .. ~~., "~.~~~ 

To issue the Debt Securi ties denomina:te&~in" 
U. S .. Dollars or other currencies" and to ... .x:eauee 
or eliminate. exposure t.o currency fluctuations 
by engaging in currency exchanges or purchases 
and sales and other arrangement.s; 
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3. ',To mort.gage or otherwi~e encumber it.~ pro~rt.ie~ 
as ~ecurity for t.he Debt Securit.ies; 

4. To determine the preci~e amount ~nd timing of 
each financing. the market in and method by 

'which each is effected, and the principal 
amounts, maturities. and other terms and provi­
sions of t.he Debt Securities ~~ ~pecified in 
the application; 

5. To amortize the unamortized costs associated 
with refunded securitie~ and t.hepremiums (if 
any) paid in refunding of ~ecurit.ie~ over the 
life of the new Debt Securities; 

6. To enter into one or more intere~t rate swap 
agreements" unless the Commission concurs with 
SoCalGas' opinion that these agreements do not 
require Commiss~on authoriz~tion; 

7. To effect financing~othor than domestic 
underwritten public offerings of tixed 
interest r~te debenture~ and'Fir~t Mortgage 
Bond~, including without limit.ation, medium­
t.e:rm notes (as hereinafter defined),. intere~t 
rate swap agreement.s and Debt Securitiesis­
sued in connection with interest rate ~wap 
agreement~ without competitive bidding~ 

8. To permit SoCalG~~ to (a) telephonically 
invite the sUbmiss·ion of bids and receive bids 
by telephone in lieu of newspaperpublic~tion 
of an invitation for b·ids and the submi~sion 
and op~ning of :5.e~led. written ,'bids; (b) accel­
erate the scheduled-date and time for the 
receipt of bid~ and/or vary the terms and 
provis,ions of the securities submitted for 
bid; and: (c) reject all bids and (d) telepho­
nicallYrequest resubmissionofbids for se­
curit.ies with the same terms. and provis.ions.; 

9. To issue. s.ell and deliver Debt'Securities 
under the Commiss.ion.·s. Competitive Bidding 
Rule except'for theelixnination of the one-day 
notificationrequ1rexnent to ~olicit bids; 
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, '. 

10. To obtain equity capital in an aggregate 
principal amount of up to $,50,000,000 by the 

. 1~~uance and sale of one or more ~eries of 
SoCalGa~'~ Series Preferred Stock or Pr~f~rence 
Stock at any time or from time to time, on or 
prior to, the effective date of this order and 
on or prior to December 31. 1990, in one or 
more public offerings through negotiated 
underwriting~ including sales under a shelf 
registration statement or one or more private 
placements with institutional or other 
investors; 

11. To determine the preci~e amount and timing of 
each offering and sale of SoCalGas' Series 
Preferred Stock or Preference Stock~ the meth­
od of sale, the dividend rate (which may be 
fixed, adjustable~ variable or ~et by auc­
tion),. the liquidation. preference" and other 
rights, preferences, privi1ege~ and restric­
tions to be granted to, or upon these shares 
including redemption and sinking fund provi­
sions (if any) and the price thereof; 

12. To distribute, substantially concurrent with 
the issuance of SoCalGas..' Series Preferred 
Stock or Preference Stock, sh~es. of SoCalGas~ 
common stock to Pacific Enterprises, as. a· 
stock dividend sufficient to, maintain Pacific 
Enterprise~,' current percentage ownership- of 
SoCalGas' voting capital stock; and 

13. To use the net proceeds for the purposes set 
forth in the application. 

Notice of the filing of the application appeared on the 

Commission's Daily Calendar of September 9. 1988. No· protests. 

have been received. 

SoCalGas, a Califo,rnia corporation (and a subsidiary of 

Pacific Enterprises), operates as a public utility under the jur­

isdiction of this Commission. SoCalGas purchases,. dist.ributes 
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and ~ells natural ga~ to cu~tomer~ throughout mo~t of Southern 

California and portions of Central California. 

For the ~ix month~ ended June 30 t 1988,. SoCalGas. reports. 

in it~ Statement of Consolidated Income attached to' the app.lica-. 

tion as Exhibit. C that it generated total operating revenues of 

$.1,601,362,000 and net ineome of $.100.613,000 ~hown a~ part of 

Exhibit C attached to the application. For the 12 months ended 

June 30. 198~. SoCalGas report~ that it generated total operating 

revenue~ of $3.161,834,000 and net. income of $181~OSl,000. 

Also shown. as part of Exhibit C is SoCalGas t Consoli-

dated Balanee Sheet as. of June 30, 1988 summarized a~ follow~: 

Net Utility Plant 
Other Property and Inve~tment~ 

-Net 
Current and Accrued A~sets 
Deferred Deb-i t.s· 

Common Equity 
Long-Term Debt 

Total 

Current. and Accrued Liabilities 
Deferred Credits 
Operating Reserves 

Total 

( ) = Ne~at1ve figure 
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AmQunt 

$2.435-,. 712.000 

2.154,000 
594.119,.000 
(24.310.000) 

$3.007.735,000 

$1.219.915.000 
1,012.158,000 

. 348,662.000 
423.439.000 

3.501.000 

$3.001,735,000 
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.Qap1ta,1 Rat1o= 

SoCalGa:$· capital ratios as of June 30, 1988 are ~hown 

~low as recorded and' adj~sted to give pro forma effect to the 

financing~ con.templated by the application: 

C2mponen:t 

Long-Term Debt­
Short-Term Debt 

Preferred Stock 
Common Eq~ity 

Debt qt>uritie;5 

Jun~3Q', 19Sa 

44.6% 
Q 

Total Debt 44.& 

8-.7 
46,7 

Total 100~0% 

:ex$< Forma 

43.5% 
4,4 

47.7 

9~6 
42,7 

100.0% 

1. The proposed iss~ance and sale of ~p'to $325-,000',.000 
aggregate principal amo~nt of Debt Sec~rities. and 
$50,000,,000 of Series Preferred Stock or Preferred 
Stock as requested in the application;' 

2. The retirement of $20,888:,.000 aggregate principal 
amount of outstanding 4-3/8% First Mortgage. Bonds.,. 
Series E. whieh mat~red on. J~ly 1,. 1988. (authorized 
by Decision (D.)SS50S dated J~ne 4,. 19&3 in Applica­
tion CA. )45435); 

3. The retirement of $20 .800 ~OOO aggregate prine·ipal 
amount of 4-5/8% First Mortgage Bonds, Series. F 
maturing : September 1,. 198·9 (a~thorized by D.67634 
dated August 4, 1964 in A.A68·11); 

4. The redemption of $90,,000,000 aggregateprineipal 
amoun.t of outstanding 12-1/4%: First Mortgage Bonds, 
Series Q due August 1$,. 1993,. in addition to 
$3,150,.000 of redemption premium,. during 1988: 
(authorized by D.8:3-0S-093 dated June 29', 1983 in 
A.8.3-05-042); . 

5. The $inking fund' eall of $4 ,.6'60, 000 aggregate 
prineipal amount of out~tanding 12-3/4% Fir~t 
Mortgage Bonds.~ Series M. during 198.9 (authorized 
by D.90788 dated September 12, 1979 in A. 59015);· 
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6. The redemption of a $60.000,000 l2-3/4% Euronete 
durinc 1989 in addition to $600.000 redemption " 
premium (authorized by D.84-0S.-127 dated Juno 20, 
1984 in A.84-0S-033): 

7. The repayment of a $9,000 mortgage loan during the 
remainder of 1988 and 1989; 

8. The additional $inking fund requirement$ in the 
aggregate principal amount. of $2'l,2S.1~000;. an<:l 

9. The e~timated inerea~e in retaining earn1ng~ of 
$44.375,000 during the remainder of 1988, and 1989. 

SoCalGa~ propo~e~ to i~~~e and ~ell it~ Debt See~ritie~ 

up to $325,000,.000 aggregate prineipal amount, through one erInore 

financing~ in dome~tic or foreign capital market$ at any time. or 

4It from time to. time~ for the purpe~e of reimbur$ing it$trea~ury fer 

monie$ exPended,. or to be expended,.. for expan~ion and betterment of, 

utility plant. and to refund·debt. seeuritie~ retired, or to be re­

tired. at maturity and through sinking fund payments or redemp­

tion. including premiums (if any), and to. refund debt securitie$ . 

acquired. or to be acquired, through repurcha~e er some other 

method. Except with re~pect. to the Debt. Securities issued to· 

refund tho$e retired at. maturity or through $inking fund payments, 

tho$e Debt Securities will be'1s~ued in refunding operations only 

to. the extent. that. they are,. or are expected to- be, less costly to, 

SoCalGa$ than the costs including amortization of premiums. and 

other costs. assoeiated with refunding-or the other outstanding 

• debt refunded • 
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The application indicate~ that the preci~e amount and 

timing of each financing, the market in and method by which it i~" 

effected and the term~ and provi~ion~. price of, and intere~t rate 

on the Debt Securitie~ i~~ued in each financing will be determined 

by SoCalGas within the con~traint~ ~et forth in the application 

with due regard for its financial reQ.uirement~ and the prevailing 

and anticipated market condition3, including competing demand~ for 

fund~, exi~ting at the time of 3ale. 

~e'bt ~eut.itieo 

The Debt Securitie~ may be i~sued a3 one or more 

additional ~erie3 of SoCalGa3' First Mortgage Bonds or a:5- deb<en­

ture~, promi~~ory note~ or other evidence:5- of it:5- indebtedness 

including without limitation overseas indebtednes~. foreign se­

curitie:5- and loans. Each financing will be effected through the 

use of indenture~, bidding and offering document:5-. purchase agree-

ments. loan agreements, underwriting agreements or other documents 

and in:5-truments customary for the financing method ~elected by 

SoCalGas. 

The following describes in greater detail the types of 

Debt Securities SoCalGa~ may issue: 

A. Fir~t ~~gage BQndO 

SoCalGas' First Mortgage Bonds would·be issued in 

conformity with the provi$ions of¥ and :5-ecured by. SoCalGas' Fir~t 

Mortgage Indenture dated October 1,. 1940 as amended and 

~upplement~d. 

-7-



• 

• 

A.88-09-003 CACD/KLB 

B. Debenture~ and N2te~ 

The Debt Securit.ies, if is~ued in the form of 

debenture~ or promis~ory note~, may be sold either dome~tically 

or in foreign capital market.s. may be publicly offered or ~old 

privately and may have fixed. or float.ing rate:s of intere:st. 

The~e ~ecuritie$ will be i~sued in accordance with an indent.ure, 

purchase agreement or other document that would: s~t forth th~ 

aggregate principal amount,. maturity .. default and other material 

provisions of the securities. 

C. Medium-Term No;t¢:s 

Medium-Term Notes (Notes.) are Notes offered on a 

cont.inuous or periodic basis. Maturities generally range fro~· 

nine mont.hs to 15· years, alt.hough t.hey can extend u~ t.o 30 

years. They are sold in public or private offerings. with fixed 

or floating rates. in senior or subordinated form.. The Not~s are 

generally sold on a best-efforts or agency basi:s, (wi th th~ d~al'!r 

managers not t.aking underwriting risk); and, accordingly,. i:s.:s.u.!Ill.ce 

costs are generally lower than for traditional underwitten 

offerings. 

D. E:orelgn CApital Markej:= 

Debt Securities issued' in foreign capit.al markets may 

be denominated in or proceeds 'from. their Mle received in U.S. 

Dollars or in other cUrrencies. To reduce or eliminate the risk 

• of currency fluct.uation, SoCalGa:s· ,may engage in currency ex­

changes or ;Purchases and sales and other arrangements. For 

-8-

.: .. 



• 

• 

• 

A.88-09-003 CACD/KLH 

example. SoCalGas may enter into one or more forward contracts by 

which a counterparty would be obligated to pay SoCalGas the for­

eign currency for deb~ servicing. In exchange, SoCalGas would pay 

a counterparty U.S. dollars· based upon a predetermined formula. 

This ~ype of contract would be with a major financial intermedi­

ary, such as a commerCial bank,. or directly with a principal. The 

cost of t.he forward cont.ract.s would be included in det.ermining the 

overall cost of Debt Securities issued in foreign capital markets. 

SoCalGas intends- to confine its financings in foreign. 

capi tal markets and its financings involving foreign eurrencies to 

those periods in which it is reasonably confident that,.. the f"inane­

ings, including any related currency transactions, will provide 

more favorable terms and condit.ions than are then avai14ble to 

SoCalGas in domestic capital markets'or through financings not 

involving foreign currencies. During other periods. SoCalGaswill 

confine its financings to domestic capital markets or to tho~ no~ .. 

involving foreign currencies:. 

The Commission Advisory and Compliance Division (CACD) 

reeommends that SoCalGas be placed on not.ice that t.he Commission. " ." 

in order to protect the ratepayers from·. currency value fluctua­

tions, will review the reasonableness of the effective interest 

rat.e for any Debt Securities issue in a foreign-denominated cur­

rency at ~he time of issuance and if suchan interest rate is 

determined to be reasonable,. may, for ratemaking purpose. use that, 

rate as the maximum embedded cost of money for such securities. 
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The CACD also recommends that the Commission indicate that the 

ini tial interest rate which is determined to be reasonable for \,: 

such securities will only be the maximum cost of money it will 

allow in future rate proceedings and that any reductions in the 

effective cost of money, resulting from currency value fluctua­

tions. be passed on to ratepayers in future rate proceedings as a 

reduction in the cost of money for all debt. securities in 

SoCalGas' capital structure. 

E. Loan:5 

SoCalGas indicates that. from time to time. it may be 

advantageous to borrow directly from banks. insurance companie~ 

or other financial institutions. SoCalGas intends t~ confine 

its borrowings of this nature to situations designed to- result ,in 

a lower overall cost. of money than. that available through the 

issuance of other Debt. Securities. 

nze of Px:oceedz from the Sa.1eof Pm Securi~ie:5 
SoCalGas proposes to apply the net proeeeds from its 

proPosed Debt Securities. financings to reimburse its treasury for, " 

monies expended. or to, be expended", for expansion and. betterment-

of utility plant and to- refund its debt securities retired~ or to 

be retired, at maturity and tbrouin sinking fund payments or 

redemption including premiums (if any) required in COXlllection 

therewith and t~ refund debt securities acquired or to- be acquired 

through rep\lrehases or through some other method including. with­

out limita1:-ion, the debt securities set forth on Exhibit Eo! the' 
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application. Except wit.h respect. to the Debt. Securities issued to-. 
refund debt securities retired at maturity or through sinking fund " 

paymen~~. the new Debt Seeuritie~ will be i~~ued in refunding 

operations only to the extent t.hat they are~ or are expected to 

be. less co~tly to SoCalGas than,the co~t.s, including amortization 

of premiums and other costs associated with refunding of the debt 

securities refunded. SoCalGas intends to' accoun~ ior ~ny premium~ 

and unamortized costs of the refunded securities by amortizing 

such amounts over the life of the debt securities issued in the 

refunding o~rations. 

The CACD has reviewed' SoCalGas-'s application and it$ 

proposed sale of Debt Securities. for the purpose of refunding 

out.s-tanding indebtedness. The CACD has eonc11lded t.hat SoCa1Gas' 

proposed financings are nece$sary to. provide funds for the pur­

poses set forth in the application. Furthermore, the CACD has no 

objection to t.he proposed financings. 

Bond premiums- along with any unamortized. discount.s and 

expenses are and have been deductible on the utilty's Federal and' 

California Corporate Franchise Tax, returns. in the years. in which 

the bonds are retired. This. prodUces a t",x. benefit to the utili t.y " 

in those years.. Because of the t.echnical nat.ure of thi~i$sue and 

the numerou~ methodologies. currently used by the uti11t.ies. the 

Division of Ratepayers Advocate:5 is recommending tha~ thls is"ue 

be addressed in a worksho~ t.o determine the pr¢per ratemaking 

treatment. for flowing the"e tax benefit~ through to rat.epay<ers. 

-11-



• 

.: 

• 

• 

A.88-09-003 CACD/KLH 

The workzhop and a consistent methodology which would be used by 

all utilities is currently being recommended in the following 

proceedings: 

A.87-12-003 
A.88-07-023 
A.88-07-037 
A.8S-07-0S2 
A.88-08-001 
A.88-07-017 
A.88-07-019 

,UTILITY 

• ~ .Test year 1989 
Attri~ion Ye~r 1989 

• Attrition Year 1989 
Attrition Year 19'89,' 

• . Attrition Year 1989 ' 
Attri tion Year 1989., 

. Attrition Year 19S9·. 

San Diego Ga:s & Electric Company • . 
Southern Ca11fornia Ed1son Company 
Pacific Ga~ and Electric Company . 
Sierra Pacific Power Company • . 
Southern California Gas Company 
GTE California . • . • • 

. Pacific Bell • . . . • . 

The tax. benefit. relating t.o the deductib1ity of the call 

premiums, and unamortized discounts and expense:s :should be pasz.ed 

on to r~tepayer:s. in the manner decided upon in the:se workshop~ • 

Until thi.:s. issue is resolved~ a memorandt.4nl account should be 

established to track the amounts currently recovered in rates. by 

SoCalGas related to these retirements.. The memorandum account 

would then be adjusted to reflect the consistent methodology 

determined in the work:s.hop and sub$equently adopted by a 

Commis$ion Order. 

In~~re~t Rat~ Swap: 

SoCalGas .:s.eeks, in the alternative. eit.her (1) that the 

Commi$sion concur with SoCalGas' opinion that entering into-one or' 

more intere.:s.t. ra.te swa.p agreernent~,. from time to time. does. not 

require ComnU.:ss1on authorization under PO Code Section", 81S· through 
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830 or (2) that the Commi~~ion grant SoCalGa~ authority to enter 

into ~uch agreement~. 

1. ~e=cr1p~i2n Qf Interezt Rate SWaRZ 

An intere~t rate ~wap i~ an agreement between two· 

partie~ to exchange 1ntere~t payment~ that are ba~ed on ~pecifie 

intere~t rate~ and a ~tated principal amount. Typically, one 

party pays. fixed and receive~ floating interes.t rate payment~ and 

the other party receive~ fixed and pay~ floating intere~t rate 

payment~, with the exchange taking place over a ~pecified period 

of time. 

Intere~t rate ~wap~ were created to take advantage of 

arbitrage l.I opportunitie~ in the variou~· fixed and floating ra~ 

capital markets" Arbitrage opportunitie~ exi~t becau~e some 

market~ react to change more rapidly than others, because credit· 

perceptions differ from market to-market, and becau~e receptivity 

to specific debt ~tructure~differs. from market to market. 

2. Bapkground of . Inl(~re:st Rate W~ 

Since its o,rigination in the· Eurobond market in 

1981, the interest rate ~wap marketha~ expanded~rapidlyworld-' 

wide. The re~ul t of this dramatic expansion is. a swap" market 

posse~~ing ~ubstantial depth and· liquidity.. SoCalGas indicates. 

that swaps now range in size from about $500~000 to $500,000,.000, 

.11 The simultaneous buying and ~elling of tbe same stoeb .. 
bonds, etc.,. in different market~, to profit from· unequal 
prices~ 
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. .. 
run from ~ix'month~ to 15 year~, and contain floating rate 

indices of tIBeR (tondon Interbank O££ering Rate), treasury 

bill~. commercial paper and the prime rate. 'l'hrough the'develop-

ment of a liquid ~econdary market, almost all ~wap~ can now be 

a~signed or terminated. 

3. Inter~s:t ,RUe Swaps May b~ ;r.)nanelally Adyan:taU9us 
to S2~alGas 

SoCalGas believes tha.t intere:st rate swaps provide 

it with another tool to manage its debt securities and may reduce 

the all-in cost of floating and fixed-rate Debt Securitie:s. For 

example" SoCalGas may swap a higher fixed interest rate fo·r a 

• lower floating interest rate t~reduce its overall interes~ costs 

for the period of the swap. SoCalGas believes that its share­

holders should bear all risks associated with interest rate swaps 

and should receive any resulting benefits as well. Ratepayers 

should not be impacted by any interes.-t rate swap~. The CACD 

• 

recommends that only those securitie~ with a'coupon rate greater 

than 9.0% should be used for a swap'. This would round to 40% of 

SoCalGas' total long-term debt at June 30, 1988-. 

4. yalu~ Limi:t:s. Rep2:d<ing Be9uir~~nt" And U:s"'~ 
Limitation on Intere,,:t Rate S~~=, 

A. Limi,ted Am2unt 

Swaps ~hould not exceed40X of SoCalGas~ 
total long-term-debt out~tand1ng at 
June' 30. 1988 • 

-14-
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B. Report 

a. Within 15- days. or as soon as available. 
of entering into a swap agreement~ 
SoCalGas shall provide the CACD with a 
complete copy of the executed agreement 
and all associated documentation; and 

b. SoCalGas shall separately report all 
intere~t income and/or expen$e~ a:r1:11ng 
from all swaps in all monthly and annual 
financial reports. to, the Commission~ 

C. Limit= gn I~ 91' ~~ap~ 

a. All swaps'shall be denominated in O'.S. 
dollars with no, other associated hedging 
devices and . 

b. Swa~$ shall be restricted to an exchange 
of SoCalGas! medium or long-term 
obligations,. 

Cljrn'P":':ti'tive Bidding 

A. Public OffeOng:!! 'Qy CornPdCi;tiye BiddIng 

Rules adopted' by this CommiSSion in.D.S8S14 dated 

January 15. lS46 in Case 4761. as amended by ]).49941. D.75~56 "nd 

D.81908, generally require c.."lli,fornia public utilities t<> oo.tain 

competitive bids for the purchase of the1r debt seeuritie!l.The 

rules al!lo authorize thi!l, Commiss'1on to- grant eXemptions from the 

eompetitive bidding requ1rements~ 

In Resolution F-S16, th1s,C¢lM1i~s1on !let. forth its 

eurrent pOliey regarding exemption, from its Competitive· Bidding 

Rule. This Commission stated that the Competitive Bidd'ing Rule 

i!l mandatory for all domestie debt 1!\.!5ues. of debentures ~ndf1r~t 

mortgage bonds of $200,000.000 o'r .1es!I .• 
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All of SoCalGas' underwritten public offerings of fixed 

interest rate debentures and First Mortgage Bonds in the princi- '. 

pal amount of $200,000,000 or less· effected in domestic capital 

markets will be com~titively bid. The principal amounts and 

maturities, the redemption, security, subordination and conver­

sion provisions (if any) and the other terms and provisions of 

the Debt Securities issued in each financing sold by means. of 

com~titive bidding will be established" by' SoCalGas prior to the 

particular offering. The price of the Debt Securities and inter­

est rate thereon will be that specified by the qualified bid for' 

the Debt Securities which provides SoCalGa.s with the lowest cost 

of money. 

In Resolution F-616:. the Commis.sion also modified its 

prior policy and stated that telephonic competitive bidding is 

allowable. SoCalGas.p" consis.tent with the modification" requests 

authority to telephonically invite the submission of bids and to 

receive bids. by telephone from three or more underwriters or 

groups thereof, in lieu of neW'spa~r publication of an invitation 

for bids and the submission and opening 'of sealed written bids. 

SoCalGas also requests authority (a) to accelerate the 

s.cheduled date and time of the receipt of bids and/or vary the 

terms and provis.ions o·f the securities submitted' for bid and (b) 

to reject all bids and request resubmission of bids for securi­

ties with the same terms. and provisions . 
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In re~pon~e to the numerou~ change~ which have occurred 

in the financial market~ ~ince the adoption of the Compt:ltitive 

Bidding Rule, thi~ Commi~~ion in Re~olution F-61S exempted from 

thi:s rule all "debt i:s~ue:s for which competit.ive bidding i:s not 

viable or available." SoCalGa~' application ~tates that while 

Re:solution. F-S16· doe~ not :specify the type of financings that 

come within the new exemption, thi~ ComroissionOc:s. "Report on the 

California Pub·lic Utilitie~ Commi:s:s.ion·s Competitive Bidding Rule 

for I:s:suanee of Debt SeelJ.ritie~" dated September ?,. 1985 (Re-
\ 

port). contained a di~cu:s:sion of rea~on:s for the exemption and 

!!pecifically referred t.o type!! of debt. in~:t.rument:s. that. ~hould be 

exempt. The RepQrt s.tates, in relevant part: "A number of • • • 

debt :s.ecuritie:s, either by their nature or by e:s.'t.ablis.hed 'bu~i­

nes~ practices" do not lend themselves to competitive bidding. 

Securities privately placed with ~pecif1c lender:s and bank-term 

loan!!- obviously mus.t be negotiated, ·Competitive bidding is not 

presently available in European or Japanese markets ••.. 

Variable interes:t. rate debt is normally completed on a negotiated 

ba:sis.. It is reasonable that these types of debt instruments. 

should be exempt fro.m the Competi ti ve Bidding Ru.le. However,. 

dome~tie issues. of debentures. andfirs.t-mortgage bonds s.till lend 

themselves quite nicelY to competitive bidding .. . .. ,. 

-17-
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SoCalGas st4te~ in the application that finaneings 

involving Debt Securities other than domestic underwri~ten public 

offerings of fixed intorest rate deben~ures and First Mortgage 

Bonds, including without limitation, Mediwn-Term Notes, interest 

rate swaps and Debt Securities issued in connection with interest 

rate swaps for which competitive b-idding is not a viable or 

available option, may oe effected without competitive bidding. 

SoCalGas requests authorization to effect finaneings exempt from 

competitive bidding for those debt issues, other than domestic 

underwritten public offerings of fixed interest rate debent1.U'ez 

and. First Mortgage :Bonds- • 

SoCalGas believes that at times it may be a~le to 

obt.Ain more desirable term.s and condition~ or a lower cost 

through debt financings for which competitive bidding is not 

viable or available. SoCalGa:s intends tocon.fine.such financ-

ings to those which it is reasonably confident.. it can obt.Ain at. 

more f4vorable terms and conditions or 'lower costs than are 

available at the .same time through domestic underwritten public 

offerings of fixed interest rate eebentures and First Mortgage 

Bonds. 

The terms and conditions of Debt Securities issued in 

each financing :sold by means other than competitive bidding will 

be determined by negotiations be~ween-SoCalGa~- and .the under-

• writers selected for the' proposed offering or the'lender:s.. or 

invest.ors to whom the Debt Securities are to be issued·. The 
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amount, terms and conditions of debt financing obtained through 

commercial bank borrowings will be established by nego·tiations 

between SoCalGas and the lenders~ 

1. t:ieg,iwn-Term Not~= 

Under Resolution F-616, the Competit.ive Bidding Rule 

is not applicable to debt issues for which competitiVe bidding is 

not viable or available. SoCalGas' Medium-Term Note program would. 

be marketed through dealers on a best-efforts or agency basis that 

is incompatible with the Competitive Bidding Rule. Therefore~ 

SoCalGas requests authorizat.ion to' effect its financings through 

the issuance of Medi~-Term Notes on a continuous or periodic 

basis through a group of dealers on a ces·t-efforts or agency basis 

without complying with the Competitive Bidding Rule. 

B. In~~r~st Rate Swaps and ~bt Seoyrities Is:ued in 
~nne~~ion wi~h Interest Ea~ Swap~ 

Under Resolution F-616, the Com.petitive Bidding Rule is 

not applicable to debt 1ssues for which competitive b·idd.ing is 

not viable or available. SoCalGas therefore requests authority 

to effect its financings involving interest rate swap a.greements 

and Debt Securities issued in connection with interest rate swap 

agreements without complying with the CompetitiveB1dding Rule. 

The existing swapmarketdoe~ not operate in such a 

manner z,o as to- make it pos-sible for SoCalGa$to solicit bids 

for interest rate swaps or for Debt Securities' to' be is~ued in 

• connection therewith.' Intere~t rate $waps are opportuniz,tic 
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transactions that are not always available t~ SoCalGas on 

attractive terms. When an economic interest rate swa~ opportun-

ity does become available, SoCalGas may be cne cf many firms to. 

which the interest rate swa~ has been presented. Thus SoCalGas 

must be able t~ respond quickly to. take advantage of such an 

opportuni ty . 

Similarly, SoCalGas must be positicned to. issue its 

Debt Securities in ccnnection with interest rate swaps when a 

lcwer interest rate can be obtained than wculd otherwise be 

available. In crder to arrive at a lcwer overall cost than 

:-

otherwise cculdbe obtained, the security and the interest rate 

swap must be priced as one transaction. The timing and" the terms 

of the Debt Security and the·interest rate swap must match and 
.. 

cne transaction cannct prcceed withcut the cther~ 

C. Ex~m'J2j<i.Qn;tQr the Ccmpetitive Bidding BYle 12 Eliminne 
the Qn~-Day H~ti~ Pericd 

With respect to. financings t~ be effected in dcmestic 

capital markets thrcugh competitively bid underwritten public 

offerings,. SoCalGas seeks authcrity to. eliminate the one-day 

notice requirement of the Competitive Bid"d"ing Rule referred to in 

Resolution F-S1S. Thrcugh the. use of the Securities. and" Exchange 

Commission's shelf registration px:ocedures" it. is possible to 

price an offerina when market conditions appear most favorable. 

It is therefore desirable to., be able to ccntact·prospective 

• bidders and to. adjust the terms of the offering up t~ the last 
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moment. Adjustments in the size or terms of all. offering may come 

on the day of the pricing in response to the current market 

conditions. Prospective bidders can adequately respond to the 

adjusted terms without having a 24-hour period to con~ider the 

change. 

I~~uanee and Sal~ of Seri~~ Prefe~red pr ereferenee St~ek 

SoCalGas proposes to obtain equity capital in an 

aggregate principal amount up to $50 ,.000 ~1)00 by the sale of a 

up to 2,000,000 shares of its Series Preferred Stock or Preference 

Stock. The proceeds obtained from such sale(s) will be uzed to 

reim.burse SoCalGas' treasury for money expended, or to' be e~nd­

ed, for expansion and betterment of utility plant. 

SoCalGas proposes to, obtain equity capital by the 

issuance and sale of shares of its Series Preferred St.ockor 

Preference Stock, from. time to time,· through one or more public 

offerings or private placements. Substantially concurrent with 

each such Mle of Series Preferred' Stock or Preference Stock. 

SoCalGas proposes to distribute shares of its common stock to 

Pacific Enterprises, as a stock dividend, so.tbat. Pacific Enter­

pr1ses' current. percentage ownership of SoCalGas' voting stock 

will not be diluted. 

The CACD has not reviewed a proposed Shelf Registrat10n 

Program. SoCaIGas agreed verbally with the CACD that a Shelf 

Registration Program' would be inappropriate·and.will not. be used 

by the utility. 

-21-



• 

• 

• 

A.8S-09-003 CACD/KLB 

Series P~ferred SZock or fkeferen~_Stock 

SoCalGa$ ~tate~ in the application that the propozed 

$ale of $hare$ of 1t$ Serie$ Preferred Stock or Preference Stock 

will be effected through the offering and ~ale o~ zuch ~h~re$ to 

the public through. either negotiated underwritings, or by private 

placement$ with in~titutional or other inve~tor~. The ~ale($) 

will be effected at any time. or from time to time. and. will 

re$ult in the i$suance of $hare~ of Serie$ Preferred. Stock or 

Preference Stock $ufficient to provide SoCalGa~ with equity capi­

t.al in an aggregate prinCipal amount of up to $50.000~OOO. 

SoCalGas an.ticipates that it. will il5.sue a maximum of not more . 

t.han 2.000.000 share$ of it.$ Series. Preferred Stock or Preference 

Stock. 

The precise amount and timing of eachoff~ring and. sale 

of one or more ~erie$ of Serie$ Preferred Stock or Preference 

Stock. the 'method of sale. the price~ the dividend rate (which 

may be fixed, adjul5.table .. variable or $et. by auction). the 11ctui­

dation preference and other rightl5., references. privileges and 

restriction$ to. be granted to or upon these l5.hares. including 

redemption and $inking fund proV1$ion$ (if any). have not yet been. 

determined. 'l'h.1:s will 'be ~stablished: prior tOo the offering and 

sale by SoCalGas with due regard 'tor its finaneial reQ.uiremen't-s 

and.. the prevailing and anticipated market conditions at the time 

of sale. 
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The ,offering and ~ale will be effected through the use 

of purchase and underwriting agreements and other documents and 

instruments customary for issuance of capital stock by the method 

selected by SoCalGas. 

SoCalGas therefore requests authorization to obtain an 

aggregate amount of up to $:SO,OOO,OOO in equity capital by the 

issu~ce and ~ale of shares of its Series· Preferred Stock or 

Preference Stock as contemplated herein . 

CQmmsm Stock leO be I=:!U~d tQ Pacific Ent~rpri=e= 

All of SoCalGa:l' common stock and about. 93.2% 0·0£ all of 

its outstanding shares of voting capital stock are currently owned 

by Pacitic Enterprises, In order to avoid the dilution of Paci:fic, 

Enterprises~ ownership of SoCalGas' voting capital stock which 

would otherwise result from. the sale and issuance· of the Series 

Preferred Stock or Preference Stock contemplated by the applica­

tion, SoCalGas seeks authority to distribute to· Pacific Enter-

prises, as a stock dividend,.. shares of SoCalGas ~ common. stock, 

suost.antially concurrent. with. each offeX'ing of its. Ser:l.es Prefer­

red· Stock or Preference Stock., sl.1fficient to main.tain Pacific 

Enterprises' current percentage of ownership of voting capital 

stock. It is expected that in order to maintain Paci:f'ic Enter-

prises' existina percen.tage of voting rights. about 93.2 shares of 

common stock would be distributed to Pacific En.terprises&s & 

stock dividend for every 6.8 share~of Serie~Preferred Stock or 

Preference Stock issued. It. is anticipatedtbat application of 
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this ratio would result in the distribution by SoCalGas t~ Pacific 

Enterprises of a maximum of not more than 27,600,000 shares of 

common stock in the aggregate in connection with the Series 

Preferred Stock or Preference Stock proposed to be issl.led. 

SoCalGas therefore requests authorization to distribute 
, 

shares of its- common stock to Pacific Enterprises as contemplated 

in the application . 

Con~ruction Bugg~t~ 

SoCalGas' estimated construction budgets- for calendar 

years 1988 and 1989 amount to about- $6·93·,.000,.000. Major' c1assifi-

cation of the total budgeted construction are summarized as-

follows: 

Components 

Distribution: New Installations 
Replacements-

Transmission 
Underground Storage 
Land and Buildings 
Furniture, Equipment and 

SpeCial Projects-

Total 

m.a J..a.e..a 
(In Thousands) 

$120·,500 
94,,000 
42~.000 
10,000 
34,.000 

35·, QQQ 

$33$,500 

$120',000 
95-,000 
8&,000 

6:,.000 
31,000 

40.QQQ 

$3.5-8:,000 

SoCalGas- is placed on notice, by this decision, tha~ 

the Commission does not find SoCalGas' cons:truction budgets· are . 

necessary or reasonable for ratemaking purposes. These are 

issues- normally tested in general rate or rate base offset 

proceedings. • 
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Funds Needed for Con~truction 
Expenditures 

Bond Maturitie~ and Redemption~ 
Bond Sinking Fund Requirement~ 
Short-Term Debt Out~tanding 
at Beginning of Year 

Le~~: Estimated Internal 
Cash Generation 

Total 

Additional New Fund~ Required 
from Out~ide Source~ 

llH .l..9.!la 
(In Thou~a.nd.~) 

$335,.,500 $358,,900 
93~ 150 SO,600 
21,,251 15,791 

137,2Sa 6:8.400 

$S08.046 $524,491 

167·878 220.§91 

$440,168 $303,600, 

The CACD ha~ analyzed SoCalGa~' cash requirement~, 

foreca:5'ts for 1988" and 1989 shown as part of Exhibit E, Schedule 

III. The CACD has. concluded that internally generated :fund~, will 

provide about 28% or $167,8-78,000 of the capital requirements. in 

1988- and about 42% or $220,89'1,000 in 1989. SoCalGa~ will require 

additional funds. from out.side sources amountingt.o- $4.40,168,,000 ,in 

1988 and $.'303~600,OOO in 1989. The CACD conclude~ t.hat the pro­

posed sale of SoCa'lGas.' Debt Secuilt:iesanci Series PreferredStoek 

or Preference Stock is necessaryto,helpmeet forecasted ca~h 

requirements which includes capital expenditures_ 

:E:inding= of tAz 

L SoCalGas, a California corporation, operates as a 

public utility undertbe jurisdiction of this,Commis.sion. 

2. SoCalGas. has. need for' externalfund:s f'or the purpos.es 

s.et forth in the application. 
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.. . 
3. The propo~ed Debt Securitie~ and Serie~ Preferred Stock 

or Preference Stock are for proper purpo~e~. 

4. From time to time during the period of the financings 

contemplated by the application. more favorable financing may be 

available to SoCalGa~ in foreign capital market~ than could be 

obtained in dome~tic market~. 

5. Authorizing SoCalGa~ to' determine the preci~e amount 

and timing of each financing" the market in and method by which 

each financing i~ effected and the terms. and provi~ion~ •. price, 

of and intere~t rate of the Debt Securities issued in each 

financing, within the constraints ~et forth in the app,lieation, 

i~ in the pub1ic interest.. 

S. The use of intere~t rate swap~ is reasonable within the 

limitation~ proposed herein. 

7. It is in the public interest to allow telephonic 

competitive bidding. 

8. Competitive, bidding is required only for underwritten 

dome~tic public offering~ of Debt Securities that consist o·f 

fixed interest rate debentures and'First Mortgage Bonds. 

9'. It is in the public interest to allow an exelUption from 

the Competitive Bidding Rule for financings other than dome~t1c 

underwritten public offerings of Debt Securit.ies that consist. of 

fixed interest. rate debentures. and First. Mortgage Bonds~ includ-

1ng without limitation. Med.ium-Tcrm Notes,. in.t.erest. rate swaps 
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and Debt S~cur1t1e~ i~~ued in conneetion with intere~t rate ~wa~, 

for whieh eompetitive bidding i~ not a viable or available option. 

lO. Authorizing SoCalGa~ to mo,rtgage or otherwi~e eneumber 

it~ propertie~ a~ ~ecurity for it~ Debt Seeuritie$ or other 

evidence~ of indebtedne=s~ 1$ not. adver~e to· the public intere~t. 

ll. The money,. property or labor to· be proc\lred" or ~id 

for, by the propo~ed Debt Seeuritie~ and Serie~ Preferred Stock 

or Preference Stock i~ rea.$onably required for the purpo~e~ 

~pecified in the applicat.ion. 

12. It i~ proper to defer the unamortized CO$t~ 

a=s~ociated with any refunded $ecuritie$ and the premium~ (if any) 

• paid in refunding~ of ~ecuri tie~· in a memorandum account pending a 

Commi~$ion Order following work~hop~ in A.S.a.-08-001. 

• 

13. It i~ proper for ratemaking purpo~e$ that any reduction 

in the effective co~t of money re$ulting from currency value 

fluctuation~ on Debt Securitie$ i$=sued in a foreign-denominated 

currency be pa~$ed on to ratepayer~in future rate proeeeding~. a~ 

a reduction in the co~t of money for all Debt Securitie$. 

l4. There i~ no known oppo~ition and no reazon to delay 

granting the authoritie~ requeztecl. 

C9nclu~i2A; Of Law 

1. A public hearing i$ not nece~~ary. 

2. The application $hould'be granted to the extent ~et 

forth in the order which fQl1ow~ • 
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The proposed Debt Securities and Serie~ Preferred Stock 

or Preference Stock are for lawiul purpo~e~ a~d ~he money~ prop-

~rty ~r labor to be obtained thereby is required for these 

pUrp¢se~. Proceed~ from the is~uance and sale of the securities 

may not be charg~d to· operating expense~ ~r inc~m~. 

The f~llowing order will be e:f'£ective on the date ~f 

signature and payment ~f the fee set by PU Code Secti~ns 1904(b) 

and 1904.1 to enable SoCalGas to pr~ceed with its financings 

expeociitiously. 

QE:QEE 

IT IS ORDERED 'that: 

1. Southern Calif~rnia Gas Company (SoCalGas), on or af'ter 

the effective date of this order and on or prior 'to December 31. 

1990. is authorized to do the following: 

a. To issue. sell and deliver up to the 
equivalent in U.S. dollars $325~OOO.OOO 
aggregate principal amount of SoCalGas~ 
First Mortgage Bonds. debent.ures. notes 
or other evidences of indebtedness. including 
without. limitation. ~verseas indebtedness, 
foreign securities. and loan.s(tO'be re:ferred 
to collectivelY as Debt Securities) at any 
time. or from time to· time~.in one or more 
financings in domestic or foreign capital 
markets under the term$". and conditions. set 
forth in the applica'tion; 

b. To, issue the Debt SecuritIes denominated'·' 
in o:.S~ dollars' or other currencie$-and~ 
reduce or eliminate exposure to- currene;--':tluc­
tuationsby engaging in currency exclvs:oges. or 
purchases and sales and other.arrangement.s.:.: 

e. To- mortgage or otherwise encounter its. proper­
ties. as. security :for the Debt Seeurities; 
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d. :To determine the prec1~e amount and timing of 
each financing. the market in and the method 
by which each i~ effected. and the principal 
amount:s.,. matu.rities and other terms. and provi­
sions of the Debt Securities. in the manner and 
subject to the limitations set forth in the 
application; 

e. To. defer the unamortized costs associated 
with the refunded :securities and the premiums 
(if any) paid in refundings of securitie:s as 
discu:s~ed in thi~ decision. 

f. To enter into one or more interest. rate 
:swap agreements; 

g. To telephonically invite the submission of 
bids and recei vo bld's by telephone in lieu of 
newspaper publication. of an invitation. ter 
bids. and the SUbmission .and opening of sealed 
written bids,; 

h. To accelerate the :scheduled date and time for 
the receipt of bid:-- and/or vary the terms. and 
provistons. of the Debt. Securities. !!-ubmitted 
for bid, and, to. reject all bids and telephoni­
cally request resubmission of bids. for securi­
ties with.the same terms and provisions; 

i. To effect financing$. other than domes.tie 
underwritten public offerings. of fixed, in­
terest. rate debentures and First Mortgage 
Bonds including wi'thou.t limitation Medium-Term 
Notes., in.tere!!-t rate :swap agreements and Debt 
Securitie:s .i:ssued in connection with interest 
rate swap agreements,. without.. competitive 
bidding" because the:se type:s of Debt Se¢uri­
ties for whi¢h compet.it.ive bidding is not· 
viable or available are exemp't"in accordance 
witht.he term.~ of·t.he Competitive Bidding' 
Rule, a:s. amended', and modified •. by Resolut.1.on 
F-61S; 

j. Toi:s.~ue" sell and deliver Debt. Seeurit.ie~ 
under the Competitive Bidding Rule exeept tor 
the elimination of the one-day no.tifi¢ation 
requirement to solicit bid~; 
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k •• To obtain up to $50,000,000 of eQ.uity capital 
in U.S. dollar~ by the issuance anci sale of one 
or more series of SoCalGas' Series Preferred 
Stock or Preference Stock at any time or from 
time to time in one or mO're public offerings 
through negotiated underwritings or one or 
more private placements with institlJ.'t1onal Or 
other investors; 

1. To determine the precise amount and timing of 
each offer and sale of SoCalGas' Series Pre­
ferred Stock or Preference Stock, the method 
of sale. the dividend rate (which may be 
fixed~ adjustable,. variable or set by auction). 
the liquidation preference.. and other rights,. 
perferences·,privileges. and restrictions. 'to be 
granted to· or upon such shares-,. including 
redemption and~ Sinking fund provis.ions 
(if any) and the price thereof; and 

• In. To dis·tribute, concurrently with the issuance 
of SoCalGas' Series PreferreQ Stock or Pre­
ference Stock, shares of SoCalGas·"· common s.tock 
to PaCific- Enterpr1ses· as. .a stock d1vidend'. 
sufficient to maintain Pa'eific Enterprise.s~ 
current percentage ownership of SoCalGas' 
voting capital stock. 

2. SoCalGas shall USe competitive bidding for underwritten 

domestic public offerings of Debt Secl.lritiez that-consist of fixed' 

interest rate debentures and First Mortgage Bonds~ 

3 • SoCalGa~, promptly after its Debt Securities are !told' 'by 

competi~ive bidding ~hall file a written repOrt with the Commi$­

zion showing for each b1d.received,. the name of the bidder, the 

price, the interest rate and the co,s.t of money·to S¢C~lGas based 

on the price and interest rate. 

4. SoCalGa~1' as.soon as available, shall file with the 

• Commission three cop1eso! i tz :rinal prospectus pertaining to,. the 

Debt. Securities. 
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5. Pro~ptly atter SoCalGa~ a~certaln~ the prlce~ 1ntere~t 

rate. and other terms pertaining to Debt Securities. it shall _ 

notify the Commission in writing. 

s. So~lGa~. within 30 day~· after the 1:.:.uanc¢ and ~ale of 

the Debt Securities by mean!!. other than competitive bidding. !!.hall 

file with the Commis!!.ion a report showing why the resulting rat~ 

and cost ot money to the company were advantageous to SoCalG~s and 

7. Any reduction in the effective cost of money resulting 

from currency vall.le fluctuation!!.. on Debt Secl.lrities. i!!.sued in a 

foreign-denominated currency shall be pa!!.sed on to ratepayers in 

future rate proceedings as a reduction in the cost of money for 

all Debt Securities. 

8. SoCalGas shall file the reports requir~d by Genera.l 

Order Series 24.. 

10. SoCalGas shall use the net proceeds from the sale of the 

Debt Securities and the Series. Preferred Stoek or Preference Stock, 

for the purposes set :forth in the application.. 

11~ The application is granted as set forth above. 

The authority sranted by this order to issue the De~t 

Securities and the Series Preferred Stock or Preference Stock 

shall become effective when. SoCalGas pays $72'~86·S.. the foo set. by 

Public Utilities Code Sections. 1904(b) and 1904.1 after taking 

• credit for the retirement~ at maturity of $20~a.8S.000 of 4-3/8% 

First Mortgage Bonds, Series E and $20.800.000 of 4-5-/8% F1r:st 
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.. ' '.' . •. 4, . ' .. 
'/ '. 

Mortgage Bond:!', Series F; t.he redempt1on~ of $19,923,000 of 

11-3/8% Fir:st Mortgage Bonds, Ser1e~ 0; $93.150.000 of 12-1/4% 

First Mortgage Bonds. Series Q; $4.660.000 of 12-3/4X Fir~t. 

Mort.gage Bonds. Serie:: M; $60-,600.000 of 12-3/4% Eurodollar No'tez,: 

and $21.251.000 for the ret.irement. of a Portion of the bondz, 

required for z,inking fund payment~. In all other respects. thi~ 
order is effective t.oday_ 

Dat.ed ocr 2 0 1985~ • at. San FranCisco. California. 

.. 

:; Commissioner G~ Mitchell Wi~k 
:-being necessarily absent,. d~d_ 
not participate~ 

~ . 
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Decision __ 88_' _1_0_0_S;:;.S~ 
~." I" "... ~ ' ... ,....! ... ,'··.·.··~i'lr' 
'J ~; ::: .' ::,.: : ,/ : ': I i OCT 2 & 1988 
'-' w' ... -J~Ww'~!..r~~ 

BEFORE THE POELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of SOUTHERN CALIFORNIA ) 
GAS COMPANY for Authorization to ) 
(1) Obtain Debt Capital Not to Exceed ) 
the Equivalent of U.S. $325.000.000. ) 
(2) Enter into One or More Interest ) 
Rate Swap Agreement$. (3) Obtain an ) Applicatio 8$-09-003 

(Filed Sep mber 1, 1988) Exemption from the Competitive Bidding ) 
Rule to Eliminate the One-Day Notifi- ) 
cation Requirement to Solicit Bid:s., ) 
and (4) Obtain Equity Capital Not to ) 
Exceed U.S. $50.000,000 by the Issu- ) 
anee and Sale of Shares of its Series ) 
Preferred Stock or Preference Stock ) 
and to Di~trib~te Shares of it~ Common ) 
Stock to Pacific Enterprises. ) 

(rr 904 G) ) 

Summary of D~ci~i~n 

This deei~ion Company 

(SoCa1Ga:s.) the authority reques ed in the ap~lication. 

SoCalGas 

(PO') Code Sections 

thori ty. under Public Utili ties. 

nd 85·1,. for the .fo.ilowing: 

1. 11 and deliver up to $325,.000.000 
rineipal amount of SoCalGas" First 

Mortgage onds .• debentures.. promissory notes 
or other. evidences of. indebtedness· including 
without limitation over~eas indebtedne$s. .. 
forei securities and' loans.- (to-be collec­
tivel referred to a~ Debt Securities.) at any 
time or from time to· time. on or prior to the 
eff ctive date of' this order and on or prior 
to ecember 31. 1990. in one ,or more ·finan-
c ngs effected in domestiC or foreign cap.ital 
arke'ts; 

T~ i:s.sue the Debt Securities denominated in 
U.$.. Dollar~ or other curreneies and to' reduee 
or eliminate expo!lure t~' currency:f'luct.uat1ons 
by engaging in currency exchanges or purehase~ 
and sales and other arraniements; 
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.. 
The propo~ed Debt Securitie~ and Serie.:5 

or Preference Stock are tor la:wful purposes and 

erty or labor t~ be obtained thereby i~ requi 

purposes. Proceeds from the issuance and ~ ~ecurit.1e!5 

may not be eharged to operating expenses 

The following order will be on the date of 

signature and payment of the fee set y PU Code Sections 1904(b) 

and 1904.1 to enable SoCalGas to p with its financings 

expeditiously. 

IT 

1. Gas Company (SoCalG~s),on or aft-er at. 

the effective date of th order and on or prior, to. December 31, 

1990, is the following: 

a. , sell and deliver Up' to the 
equiva entin U.S. dollar~ $325-,000.000 
aggre ate principal amount of SoC alGas" 
Firs Mortgage Bonds, debentures, notes 
or her evidences of indebtedne!5~,.. including 
wi Oelt limitation, over~ea:s. indebtedness. 
fo eign securities and loans Ctobe referred 
t collectively as Debt Securities) at any 

me, or from time to time. in one or more 
iliancing!l in domestic or foreign capital 
arkets under the terms and conditions set 

forth in the application; 

To issue the Debt Securities d.enominated 
1nO.S. dollars or other currencies' and may' 
reduce or elim:inate exposure to currency fluc­
tuations by engaging .in currency exchanges or, 
purcbases and sales and' other arrangements; 

c. To mortgage or otherwise encounter its 
pro~rt1es as'seeurity for the De'bt",Securit1es; 
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