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Summary of Decision
This decision grants the authority the SOuthern

California Gas Company (SoCal Gas) réquésted in Application

92-08-018 (Application).
SoCal Gas réquests authority, under Public Utilities {PU)

Code Sections 701, 816 through 830, and 851, for the following!

1. To obtain debt capital in an aggregate principal
amount not to éxcéed the equivalent of U.S.
$400,000,000 through
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a. thé issuancé and sale of oné or more
additional series of SoCal Gas’ First
Mortgage Bonds, or debentures, promissory
notes or other evidences of its
indebtednéss, including, without
limitation, overséas indebtedness, foreign
sécurities and loans, (cOlléctiveiy, the
Debt Securities) in one or more financings
in domestic or foréign capital markets,
and/or
unconditionally_?uaranteéing or otherwise
securing thé obligations of oné or moré
political subdivisions and/or governmental
agéncies or entities (collectively, the
"Authorities* and individually, the
"Authority"), thé proceéeéds of which are to
be used to finance solid waste disposal or
other facilities qualifying for tax-exempt
financing undér thé Internal Révenue Coéde
or any combination théreof (collectively,
the "Qualified Facilities"); and

To use thé nét proceéeds from thé sale of the Debt
Sécurities to reimburse its tréasury for monies
expendéd or to bé expénded for éxpansion and
bettérmént of utility plant and té refund debt .
securitieés retired or to be rétiréed at maturity

and through sinking fund payments or rédémption
(including premiums, if any), and to réfund debt
securities andfor equity sécurities acquired or

todbé acquiréd through repurchasé or otherwiseé;

an

To obtain an éxemption from thé Commission’s
Compétitivé Bidding Rulés (as héreinafter
definéd) to eliminate thé oné-day notification
réquirement to solicit bids; and

To obtain équity capital in an aggregate }
principal amount not to exceed U.S. §75,000,000
by thé issuancé and salé of shares of its capital
stock designatéd *Sériés Préferred Stock® or
"Preférencé Stock® from time to time in one or
more public offerings through negotiated
underwritings, private placeménts or other
transactions, and substantially concurrént with
the sale of its Series Preferred Stock or
Preference Stock,lto distribute shares of its
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Common Stock to the shareholdér of its Common
Stock, Pacific Entérprises, for a nominal
purchase pricé or as a stock divideénd gr
otherwise, sufficient to maintain Pacific
Enterprises’ currént gercéntagé ownership of
SoCal Gas' voting capital stock}; and

T6 usé thé nét procéeds from thé salé of theé
equity capital to reimburse its treasury for
monies éxpéndéed or to be éxgénded for éxpansion
and bétterment 6f utility plant and to réfund or
rétire debt securitiés and/or équity securities
acquiréed or to bé acquired through redéemption,
repurchasé or othérwise; and .

6. To enter into oné or moré raté paymént exchange,

cap, collar and/or currency éxchangé contracts.

Notice of the filing of the Application appeared on thé

commission’s Daily Calendar of August 19, 1992, No proteéests have
been received.

Back und . .

SoCal Gas, a California corporation and a subsidfary of
Pacific Enterprisés, opératés as a public utility subject to the
jurisdiction of this Commission: SoCal Gas engages primarily in
thé purchasé, distribution, transportation and salé of natural gas
throughout most of southern California and portions of central
California.

For the six months énded June 30, 1992, SoCal Gas

_ reported that it géneratéd total utility opérating reéevenues of

$1,368,663,000 and nét utility operating incomée of $143,994,000, as
indicateéed in its incomé statemént shown as part of Exhibit C
attached to thé Application.

Also shown as part of Exhibit C is SoCal Gas*
consolidated balance sheet as of June 30, 1992, summarized as
followst ’
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Assets

Net Utility Plant -

Gas Storeéd Underground - Noncurrent
Othér Property and Investments
Currént and Accrued Asséts
Deferred Debits

Total

abilities and Equit

Common Equity .

Prefeéerred Stock

Long-Térm Débt )
Currént and Accruéd Liabilities
Deferréd Crédits

" QOperating Reserves

Total $3,655,861,000

cagital Ratios
SoCal Gas’ capital ratios, as of Décember 31, 1991,
reportéd in its Application as Exhibit D aré shown below, as
récorded and as adjusted to give pro forma effect to financing
transactions which have occurred sinceé Décembéer 31, 1991, and thé’
issuanceée of unissued securities previously authorizéd by thé
‘Commissiont '
December 31, 1991 Pro Forma
Long-Térm Débt 43.0% _ 43.1%
Préferred Stock 11.4 10.5
Common Equity 45.6 . 46.4
Total 100.0% 100.0%
The pro forma capitalization ratios, as set forth above,

are shown adjusted for proposed long-term-debt and preferred stock
issues less maturities, sinking fund payments, and redemption of
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© long term debt and preferred stock during 1992 and 1993, Common
. stock equity is adjustéd for estimated retained earnings.

SoCal Gas is placéd on notice by this decision that thé
Comnission does not find that SoCal Gas' capitalization raties or
the inclusion of short-term debt in its capitalization structure
are necessary or réasonable for ratemaking purposeés. These are
issues which aré normally tested in general rate or cost of capital

proceedings.

Construction Buﬁgéta.

, SoCal Gas’ construction budgets for theé years 1991, 1992
and 1993 total approximatély $1.1 billion as of August, 1992.

Major classifications of the total budgeted construction aré

summarized as followst

Recorded Estimated Estimated
omponent 1991 1992 1993

(in thousands of dollars)

Distributiont o
New Installations $ 83,920 : 101,300
Réplacéments 1?,286 30( 93, 1500

Transmission 40,732 68,80 . 55,800

Underground Storage 24, 1959 _ 114, 1000

Land and Buildings 17, 040 ' 23, 1200

Equipment 42,823 35 600

Other 1.24Q 13,100 3, 600

Total $ 323,000 37, $437,000

The Commission Advisory and Compliance Division (CACD)
has reviewed SoCal Gas’ construction budgets for the years 1991,
1992 and 1993. However, SoCal Gas is placed on noticé by this
décision that the Commission doeés not find that its construction
_ program is necessary or réasonable for ratemaking purposes. These
are issues normally tested in général rateée case or rate base offset

proceedings.
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Cash Requiréments Pg;gg sts T
A8 represented in sxhibit E attached to thé Applicatioh,
SoCal Gas’ cash requirements forecast for years 1992 and 1993,
estimated as of August, 1992, is summarized as follows:
1992 1993
Funds Used or

Required for

Construction . .
Expenditurés $ 367,000,000 $437,000,000

Maturitiés and

Rédemption of

Long-Térm Debt, -

Inciuding Sinking

Fund Réquireménts , , _ .

and Preferred Stock 513,369,000 95,000,000

Rollover of o o .
Short-Term Debt 81,878,000 175,947,000

Subtotal $ 962,247,000 $707,947,000

Léesst Estimated

Cash from Inteéernal

Sourcés (Excluding . o

AFUDC) 247 0,00

Additional Funds _

Réequired from . o o e
Cutside Sources $714,947,000 $272,347,000

CACD has analyzéd SoCal Gas’ cash requirements forecast
and has concludéd that intérnally generated funds will prov1de
approximatély 26% of the 1992 cash réquiréments, or .
$247,300,000, and approximatély 45% of the 1993 cash requireménts,
or $435,600,000. CACD concludes that SoCal Gas’ proposed sale of
securities, as requésted in the application, is reéasonable and that
authority should be granted. The Commission has considered CACD's
recomméndations and finding them réasonable will adopt them as

stated above.
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Isguance and Sale 6f Débt Securities

SoCal Gas seeks authority to issue, séll and deliver, in
one or more financings, Debt Securities and/or to uaconditionally
guarantee or otherwise secure the obligations of the Authorities
with respéct to their issuancé of debt in connection with the
tax-exémpt financings of Qualified Facilities. Total issuance of
Debt Securities and/or unconditional guarantees shall not exceed
the aggregaté principal amount of $400,000,000.

SoCal Gas rxequeéests that thé terms and conditions of the
proposed Debt Securities, including thé price, interest rate and
other provisions be determined by markét conditions at the time of
salé of éach series of thé bDebt Securitieés.

Theé Debt Sécuritiés may bé issued as oné or moré
additional seriés of SoCal Gas' First Mortgagé Bonds or as
debentures, promissory notés or othér evidences of its
indébtedness, including without limitation, Overseas Indebteédness,
Foréign Securitiés and Loans. Each financing will be effected
through thé usé of indentures, bidding and offering documénts,
purchasé agreements, loan agreéments, underwriting agreements or.
other documents and instruments customary for the financing method
selected by Socal Gas.

) SoCal Gas anticipatés that the cost of cértain Débt
Securitiés may bé réduced by the inclusion of a répurchase option.
This option would pérmit thé holdérs of such Débt Securitiés to
requiré SoCal Gas to répurchasé all or a portion of each holder's
Debt Sécuritiés. Générally, debt holdérs arée willing to accept a
lower intérést raté in éxchange for the protéction that a
repurchasé option offers them.
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Debt Securities _ :
The types of Debt Securities SoCal Gas may issue are

described below,
A, First Mortgagé Bonds (Bonds)

The Bonds, as part of thé Débt Securities requeésted in
the Application, will be issued in conformity with the provisions
of, and secured by, SoCal Gas' First Mortgage Indenture, dated
October 1, 1940, as améended by supplemental indentures (Mortgage).

B. Debentures and Notes

The Debt Securities, if in thé form of debentures or
promissory notés (collectively referred to as Notes), may be issued
in accordancé with an indenturé, purchasé agreéément or other
document that would set forth thé aggregaté principal amount,
maturity, default and other material provisions of the Notes.

Notes may beé sold privatély or publicly. A public
offering in thé United States will requirée registration under the
fedéral sécurities . laws by the filing of a réegistration statemeént
that includes a prospectus deéscribing thé Notés. An underwriting
or agéncy agréeémeéent will govérn SoCal Gas' relationships with the
firms that distribute Notés to investors. Also, Notes may bé sold
in domestic or Europeéan offerings. .

C. Médium-Térm Notés

Medium-Téerm Notés (MTNs) are Notés offeréd on a
continuous or périodic basis pursuant to a shelf registration
statement filéd with the Securitiés and Exchangée Commission.
Maturitiés generally range from niné months to fifteen years,
although they can éxteénd as far as thirty years. Théy aré sold in
public or private offérings, with fixed or floating rates, in
senior or subordinated form.

D. Loans

SoCal Gas indicatés that, from time to time, it may be
advantageous to borrow directly from banks, insurance companies or
other financial institutions. SoCal Gas intends to confine its
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.

borrowings of this natureé to situations designéd to résult in a
lower overall cost of money and/or more advantageous terms and
conditions than those availablé through the issuance of othér bDebt.

Securities.

E. Foreign Capital) Markets
Debt Securities issued by SoCal Gas in foreign capital

markets may bé denominated in, or proceeds from their salé recéived
in, U.S. Dollars or in other curréncies. To reduce or eliminaté
the risk of currency fluctuation, SoCal Gas may engage in currency
exchanges or purchasés and salées and other arrangements.

SoCal Gas intends to confine its financings in foreign
capital markets and its financings involving foreign currencies to
those periods in which it is reéasonably confident that the
financings, including any rélated currency transactions, will
providé more favorable terms and conditions than areé then available
in domestic capital markets or through financings not involving
foreign currénciés. During othér periods, SoCal Gas will confiné
its financings to doméstic capital markéts or to those not
involving foreign currencies.

Additionally, as part of thé authorization sought in its
Application, SoCal Gas réquésts authority to issué and séll on
behalf of thé Authoritiés one or moré seriés of Déebt Sécurities or,
altérnativély, to unconditionally guarantéé, or othérwise secure,
the Authoritiés’ obligations in respéct of their issuancés of debt
in connection with the financing of SoCal Gas’ Qualified
Pacilities.

The proposed financings with the Authorities may be
structured as followst

1, The Authority would-issue and sell one or moré series of
its bonds, notes, débentures or othér securities
{Authority Bonds) plus accrued interest to a group of
underwriters who would ultimately market the Authority
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Bonds to thé general public. Concurrently with thé sale
and delivéry of thé Authority Bonds, SoCal Gas would
entér into a loan agréement, or other security agreement,

with the Authority. .

Concurrént with thée salé and delivery of thé Authority

Bonds; SoCal Gas would issué and déeliver to the

Authority, in consideration 6f theé Authority’s

obligations undéx the loan agreément, or other seécurity

agreément, entered into with the Authority, its Debt

Sécurities plus accrued interest (theé terms and

conditions of. such indebtednéss to be substantially

consistént with the terms and conditions of the Authority

Bonds), or would unconditionally guarantéé, or otherwise

sécure, thé Authority’s obligations in respect of the

Authority Bonds.

SoCal Gas indicatés that thé Authority Bonds could be
issuéd in the form of long-térm fixed-rate tax-éxempt securities,
or in the form of floating-rateé short-térm démand bonds, commercial
papér, notés or somé othér variablé interest raté tax-exémpt debt
instrument. As an additional obligation under thé loan agréément,
SoCal Gas could causé to beée delivered an irrevocable léetteér of
credit, or other credit support facility, to the trustéeé of the
Authority Bonds which would pérmit drawings by the trusteé for thé .
payment of unpaid principal and accrued interést on the Authority

BOﬁd_s .

Compeétitive Bidding
A. Public Offérings by Compétitive Bidding

Rulés adoptéd by this Commission in Décision (D.)
38614 dated January 15, 1946 in Case 4761, as améndéd by D.49941,
D.75556 and D.81908 générally réquiré California public utilities
to obtain competitive bids for thée purchase of their debt
securfties. Thé rulés also authorizé this Commission to grant
exemptions from the competitive bidding réquirements.

In Resolution F-616, dated October 1, 1986, we seét
forth our current policy regarding éxemption from our Competitive
Bidding Rule. We stated that the Competitive Bidding Rule is
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- mandatory for all domestic debt issues of debéntures and first
mortgage bonds 6f $200,000,000 or less. .

All of SoCal Gas’ underwritten public offerings of
fixed interest rate debéntures and First Mortgage Bonds in the
principal amount of $200,000,000 or less effected in domestic
capital markets will be competitivély bid. Thé principal amounts
and maturities, the redemption, security, subordination and
conversion provisions (if any) and the other terms and provisfons
of thé Deébt Securities issuéd in each financing sold by means of
competitivée bidding will bé establishéd by SoCal Gas prior to the
particular offéering. Theé pricé of thé Debt Securities and interest
raté théreon will be that specified by the qualifiéd bid for the
Debt Sécurities which provides SoCal Gas with thé lowest cost of
money. )

In Resolution F-616, thé Commission also modified its
prior policy and stated that téléphonic competitivée bidding is
allowable. SoCal Gas, consistéent with the modification, réquests
authority to téléphonically invite thé submission of bids and to
recéivé bids by teléphoné from threé or moré undérwriters or groups
in lieu of newspaper publication of an invitation for bids and the
submission and opéning of sealed written bids. .

SoCal Gas also requésts authority (a) to B
teleéphonically accélératé, postponeé or cancel the schéduled date
and timé of the receipt of bids and/or vary thé térms and

‘provisions of thé securities submitted for bid and (b) if necessary
due to market conditions, to réject all bids and to telephonically
réquest resubmission of bids for securities with the same terms and
provisions.

B. Exemption for Debt Issuées for Which Competitive
Bidding is not Viablé or Available
In response to the numérous changes which have
occurred in the financial markets since the adoption of the
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Competitive Bidding Rulé, this Commission in Resolution F-616
exempted from this rule all "debt issues for which competitive:
bidding is not viable or available.* SoCal Gas’ application states
that while Resolution F-616 does not specify the type of financings
that come within the exemption, this Commission’s "Report on the
California Public Utilities Commission’s Competitive Bidding Rule
for Issuancé of Debt Securities® dated September 5, 1986 (Report),
contained a discussion of reasons for the exemption and
specifically referred to types of debt instruments that should be
exémpt. Thé Report states, in rélevant part:

A numbér of « . . débt sécurities, eithér
by théir naturé or by éstablishéd business
practices do not lénd themsélves to
competitive bidding. Securities privately
placed with specific lendérs and bank term
loans obviously must bé néegotiated. N
Compétitive bidding is not préséntly available
in Europeéan or Japanésé markets . . . Variable
intérest raté débt is normally complétéd on a
negotiatéed basis. It is reasonablé that thése
typés of debt instruménts should bé éxémpt
from thé Competitive Bidding Rulé. Howeéver,
domestic issués of debénturés and first-
mortgagé bonds still lénd themsélvés quite
nicely to competitive bidding . . .

SoCal Gas réqueésts authorization to effect financings without
compétitivée bidding for debt issués, other than doméstic
undérwritten public offering of fixed interest rate debéntures.
and First Mortgagé Bonds. - '
SoCal Gas believés that at timés it may bé able to
obtain more désirable teérms and conditions or a lower cost
through debt financings for which competitive bidding is not
viable or available. SoCal Gas intends to confine such
financings to those which it is reasonably confident it can
obtain at more favorable terms and conditions or lower inteérest
rates than are available at the same time through domestic
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underwritten public offerings of fixed interest rate debentures
and First Mortgage Bonds.

The térms and conditions of bebt Securities issued in
each financing sold by means oOther than competitive biddiﬁg will
be detérmined by negotiations beétween SoCal Gas and the
underwritérs selécted for the proposéed offering or thée lénders or
investors to whom thé Debt Seécurities are to be issued. The
amount, terms and conditions of debt financing obtaineéed through
commercial bank borrowings will be established by negotiations
béetween SoCal Gas and the lénders.

C. Exemption from thé Compétitive Bidding Rule to

Eliminate thé One-Day Noticé Period
With respect to financings to bé effected in domestic

capital markeéets through compétitivély bid underwritten public
_offerings, SoCal Gas sééks authority to éliminate thé one-day
notice requirement of the Competitive Bidding Rule referred to in
Resolution P-616. Through the use of thé Seécuritiés and Exchange
Commission’s shelf régistration procédures, it is possible to
price an offering whén market conditions appear most favorablé,

It is théreforé desirable for SoCal Gas to bé able to minimize -
the périod of timé bétweéén the issuancé of an invitation for bids
and thé scheduled récéipt of bids. Thé time intérval between
thesé évents may bé réeasonably shorténed to as little as a féw
hours. Furthér, it is désirablé for SoCal Gas to be ablé to make
adjustments in thé sizé or téerm of an offéring up to thé last
momént in résponse to the currént markét conditions. Prospective
bidders do not require twénty-four hour notification to
adequately réspond to an invitation for bids or to adjusteéed

terms.
) CACD has reviewed SoCal Gas' requests and rationales for
further modification of the Compétitive Bidding Rule as modified
by Résolution F-616. SoCal Gas requésts the following
modifications be made to the Competitive Bidding Rule:
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to teléphonically invite the submission of bids, recéive . .
bids from threé or more underwritérs, accelerate, .
postpone or cancel thé schéduled datd and time of the

receipt of bids and/or vary thé teérms and provisions of

thé sécurities submitted for bid, reject all bids and -
réquest reéesubmission of bids, ail without the necessity

of newspapeér publication;

to effect financings éexempt from compétitive bidding for
thosé debt issues, other than doméstic underwritten
public offéring of fixed interést rate debéntures and
First Mortgagé Bondsj; and

to eliminate thé one-day noticé réquirement with reéspéct
to financings to bé effected in doméstic capital markets
through competitivély bid undérwritten public offerings.

We agree that éxemptions from thé Competitive Bidding
Rule are warranted and that requests (A) and (C) above should be
granted, and that the following specific Debt Securities should
be exempted from the Rulé: Loans, Foreign Securities, Overseéas
Indébtedness, Noteés, and Débt Securities issuéd with a variablé
rate of interést. ' .

However, fixéd-raté Bonds and Debéntures sold publicly
in the domestic market should bé offeréed through compétitive
bidding. CACD notes that in prior financing decisions for
Southérn California Edison Company (D.96-04-029, A.89-12-044),
San Diego Gas & Electric Company (D.90-02-051, A.89-11-016), and
Pacific Gas and Eléctric Company (D.88-04-063, A.88-02-007),
exemption from thé Competitive Bidding Rulé was limited to a
similar group of Debt Sécuritiés as wé havé listed in this
paragraph. CACD recommends that SoCal Gas' éxemption from the
Competitive Bidding Rulé bée limited to theésé speécific Débt
Securities in the current application. We will accépt CACD’s
recommendation.

We place SoCal Gas on notice that if it chooses to issue
and sell the company’s Debt Securities by means of negotiatéd
private placements, or negotiated public offerings wheré approved
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.

by this decision, the reasonabléness of thé résuiting';ntérésp'
rate and cost of monsy to thé company will be closeély scrutinized
in SoCal Gas' néext geéneral rate procéeding. This may result in a
disallowancé of thé interest expensé if it is determinéd that the
cost of money incurred was not prudent. We will also réquire
SoCal Gas to provide us with a showing of why it believes that
the resulting intérést rate and cost 6f money weére advantageodus
to SoCal Gas and its ratépayers. We will réquiré this showing
within 15 days after issuance of SoCal Gas' Débt Securities.

Issuance and Salé of Equity Securities

SoCal Gas proposés to obtain equity capital in an
aggregate principal amount not éxceéding $75,000,000 by the sale
of up to 3,000,000 shares of its Series Preferred Stock or '
Preferéncé Stock. The procéeds obtained from such salée(s) will
be uséd to reimburse SoCal Gas' treasury for money expéndéd, or 7
to be éxpended, for expansion and béttérmént of utility plant and
to refund its debt sécuritiés and/or équity securities retired or
to be retiréd at maturity and through sinking fund payments or
redemption, and to refund debt securities and/or equity
securitiés acquired or to be acquiréd through repurchase or
otherwise.

SoCal Gas proposes to obtain equity capital by the ~
issuanceé and salé of shares of its Series Préferred Stock or
Preféréncé Stock, from time to time, through oné or more public -
offerings or private placéments in order to maintain its
authorized préferred équity ratio. Substantially concurrent with
each such sale of Sériés Preferred Stock or Preférence Stock,
SoCal Gas proposes to distribute shares of its Common Stock to
Pacific*EntérpriSes, for a nominal purchase pricé or as a stock
dividend or othérwise, so that Pacific Enterprises’ current
percentage ownership of SoCal Gas’ voting stock will not bé
diluted. )
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-

erles Preferred Stock or Preferénce Stock

SoCal Gas states in thé application that the proposed
salé of sharés of its Series Préferred Stock o6r Preference Stock
will be effectéed through the offering and sale of such shares to
thé public through either negotiated undéerwritings or by private
placéméents with institutional or other invéstors. The sale(s)
will be éffected at any timé, and will result in the issuance of
shares of Series Preferred Stock or Preferencéd Stock sufficient
to provide SoCal Gas with equity capital in an aggregate
principal amount of not to exceed $75,000,000. Socal Gas
anticipates that it will issué a maximum of not more than
3,000,000 shares of its Series Preferred Stock or Preférence
Stock.

The precise amount and timing of éach offering and sale
of one or more séries of Sériés Preferred Stock or Préference
Stock, the method of sale, the price, the dividéad rate (which
may bé fixed, adjustable, variable or set by auction or
remarketing procédures), dividend period, the liquidation
préferencé and othér rights, preféréncés, privileges and
restrictions to bé granted to or upon these sharés, including

rédemption, répurchasé and sinking fund provisions (if any), have

not yét been detérmined. Thésé will bé éstablished prior to the
offering and salé by SoCal Gas with due regard for its financial
condition and requireménts and thé prévailing and anticipated
market conditions at the timé of sale.

The offering and sale will be effectéd through the use
of purchase and underwriting agreéments and other documents and
instruménts customary for issuance of capital stock by the meéthod

sélected by SoCal Gas.

Common_Stock to bé Issued to Pacific Enterprises
All ‘of SoCal Gas' Common Stock and approximately 96% of
all of its outstanding shares of voting capital stock are
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currently owned by Pacific Enterprises. In order to avoid the
dilution of Pacific Bnterprises' ownership of SoCal Gas’ voting
capital stock which would othérwisé result from the issuance and
salé of the Series Preféerred Stock or Preference Stock
contemplated by thé application, SoCal Gas seeks authority to
distribute to Pacific Enterprisées, for a nominal purchase price
or as a stock dividend or otherwise, shares of SoCal Gas' Common
Stock, substantially concurréent with each offering of its Series
Préferred Stock or Preference Stock, sufficient to maintain

. Pacific Enterprisés’ current percéntage of ownership of voting
capital stock.

It is éxpectéd that in order to maintain shareholders’
existing percentage of voting rights, 96 shares of common stock
would be distributed to Pacific Enterpriseés as a stock divideénd
or othérwise for évery four shares of Series Preferred Stock or
Preference Stock issued. It is anticipated that application of
this ratio would result in the distribution by SoCal Gas to
Pacific Entérprises of a maximum of not more than 72 million
sharés of Common Stock in the aggrégaté in connection with the
‘Series Preferred or Préferénce Stock proposéd to be issued
herein.

Currency ERxchangé Contracts
SoCal Gas réequests that the Commission grant SoCal Gas

authority to énter into oné or moré curréncy éxchangé contracts
from time to time. .

+ - -In the event $oCal Gas issues securities denominateéed in
curréncies other than United States Dollars, to réduce or
eliminate-the risk of curréncy fluctuations, SoCal Gas may énter
into oné or moré curréncy éxchange contracts or purchasés and
sales or other arrangements. Curréncy exchange contracts are
agreements by which a counterparty would be obligated to pay
SoCal Gas the foreign currency SoCal Gas needs to make interest




A.92-08-018  CACD/RAX

or dividend payments. In exchange, SoCal Gas would pay t6 a
counterparty United States Dollars based on a pre-determined
formula, Currency exchangé contracts would be éntered into with - -
- financial institutions or directly with principals in néed of

United States Dollars.

Rate Payment Exchange Contracts

SoCal Gas requésts that thé Commission grant SoCal Gas
authority to énter into one or moré Ratée Payment Exchange
Contract (R.P. Exchangé Contracts) from time to time.

An R.P. Exchange Contract is an agreement betwéen two
partiés to éxchange rate payments that are baséd on spécific
interéest or dividend rates and a statéd notional amount.
Typically, oné party pays fixed and receives floating rate
payments and thé other party réceives fixéd and pays floating
rate payments, with the exchange taking placé over a specified
périod of time. . _

R.P. Exchange Contracts weré créeated to take advantage
of arbitrage opportunitiés in the various fixed and floating rate
capital markets. Arbitrage opportunities exist because someée
markets react to change moré rapidly than otheérs, bécause crédit
perceptions différ from markét to markét, and bécause receptivity
to specific structures differs from markét to market.

CACD has réviéwed SoCal Gas’ proposal and récomméndends
that the following réstrictions and limitations should be placed
on SoCal Gas in relation to R.P. Exchangé Contracts!
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Reports

Within 15 days of entering into an R.P. Exchange
Contract, SoCal Gas shall furnish to CACD a report
analyzing thé¢ R.P. Exchange Contract including all
costs associated with the R.P. Exchange Contract in
comparison to a projection of "all-in cost*® without
an R.P. Exchange Contract. :

Within 45 days of entering into an R.P. Exchangé
Contract, SoCal Gas shall provide CACD with a
complete copy of the exécuted agreement and all
associated documentation.

SoCal Gas shall séparateéely report all interest
income and/or expénseés arising from all R.P.
Exchangé Contracts in all monthly and annual
financial reports to the Commission.

Limit on Rate Recovery

If SoCal Gas élects to términate the R.P. Exchange
Contract before thé original maturity or thé R.P.
Exchangé Contract partnér terminates thé R:P.
Exchangé Contract, all costs asséciated with the.
termination shall be subject to reviéw in SocCal
Gas' next Cost of Capital proceéding.

Limit on Amount of R.P. Exchangé Contracts

SoCal Gas shall not éatér into R.P. Exchange
Contracts appliéd to long-term deéebt financings,
unléss giving effect théréto, the aggregate o
notional amount coveréd by R.P. Exchangé Contracts
appliéd to long-térm debt financings doés not -
éxceed 20% of SoCal Gas’ total long-térm debt then
outstanding.

SoCal Gas shall not enter into R.P. Exchange
Contracts applied to Preéférred équity financings,
unless giving éffect théréto, the aggregate - .
notional amount covéred by R.P. Exchangé Contracts
applied to Preferred equity financings does not
exceed 40% of SoCal Gas'’ total Preferred equity
then outstanding.
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i The Commission has considered CACD's recommendations
and, finding them reasonable, will adopt them as stated above.

Interést Rate Caps and Collars
SoCal Gas requests authority to enter into interest rate

cap and collar agreements without the necessity for prior consént
from the Commission.

In normal markét conditions, variablé interest rate débt
initially carriés a lower inteérest rate than comparable fixed-
rate debt, However, there is the possibility that the variable
raté could increase so that the averagé variableée rate is highér
than the fixed rate: 1In ordér to reducé rateéepayers'’ exposuré to
_interest rate risk, SoCal Gas may néegotiaté somé type of maximum
rate, usually called a *cap." 1In that case, éven if variable
rates incréase abova thé cap or "ceiling" raté, SoCal Gas would
only pay the ceiling raté. In addition to the ceiling rate,
sométimes thé counterparty to thée contract desires to have a
*floor® raté. In the évéent that the variableé raté falls bélow
thé floor raté, SoCal Gas would pay thé floor raté. Thé floor
and céiling rates aré called “"interest raté collars® bécause the
interest ratée fluctuates within a band which is négotiatéd
between SoCal Gas and thé countérparty.. Such protéction for
variable-raté obligations is not unlikeé protéction négotiated by
consumérs for variablé-raté homé mortgages.

Exémption from thé Compétitive Bidding Rule for Interest Raté Cap,
ollar and Exchange Agreements and long-term-debt financings and -
Preferred equity financings Issued in Connection with Interéest Rate

Cap, Collar or Exchange Agreeménts
SoCal Gas requests that intérest raté cap, collar and

exchangée agréeménts and Debt Securitiés othér than domestic
underwritten public offering of fixed interést rate débentures and
First Mortgage Bonds; including without limitation, Medium-Term
Notes, be exempt from the Competitive Bidding Rule.
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In accordance with Résolution No. F-616, thée Competitive
Bidding Rulé is not applicable in situvations for which compétitive
bidding is not viable or available. SoCal Gas requésts authority
to entér into raté payment exchangé contracts and currency éxchange
contracts without complying with the Competitive Bidding Rule.

The existing market does not operaté.-in such a mannér so
as to makeé it possible for SoCal Gas to solicit bids for rate |
payment éxchangé contracts or currency exchange contracts. Rate
payment éxchange contracts and currency exchange contracts are
opportunistic transactions that are not always available "to SocCal
Gas on attractive terms. When an economic exchangé opportunity
does becomé available, SoCal Gas may bé oné of many companies to
which thé éxchange has been presentéd. Thus SoCal Gas must be able
to respond quickly to take advantage of such an opportunity.

~ In its Application, SoCal Gas states that inteéerest rate
cap, collar and éxchange agreéeéments are opportunistic transactions
that may be obtained under more desirablé térms and conditions or a
lower cost than those obtained undér thé Competitivé Bidding Rulés.

CACD has reviewed SoCal Gas' requést and bélieves that
intéerest raté cap, collar and éxchangé agréemeéents and Débt
Securities other than domestic underwritten public offérings of
fixed interest rate debéntures and First Mortgage Bonds, including
without limitation Médium-Térm Notés, should bé éexémptéd from theé
rulé. CACD récomménds that SoCal Gas' réquest for thé éxemption,
as stated above, be granted and wé concur.

Use of Proceeds from the Sale of Debt Securities

CACD has reviéwed SoCal Gas’ application and its proposed
sale of Uebt Securities for thé purposes seét forth in theé
application. CACD has concluded that SoCal Gas‘’ proposed
financings are necéssary to provide funds for the purposes set
forth in the application. Furthermore, CACD has no objectiOn-to
the proposed financings.
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Findings of Fact
1. SoCal Gas, a California corporation, is a public

utility under the jurisdiction -of this Commission.
2. SoCal Gas needs external fuands for the purposes

set forth in the application.

3. The proposed Débt Securities and Series Preferred
Stock or Preéferénce Stock aré for propér purposes. .

4. The proposed agreement requiring SoCal Gas to
provide security for the Authority financings is not adverse to the

public interest. )

S. From timé to time during thé period of the
financings contémplated by the application, more favorable
financing may bé availablé to SoCal Gas in foreéeign capital markets
than in domestic markets.

6. Theé number of shares o6utstanding, thée total par
or book valuée of théseée shares and the dividends paid do not
détermine the utility’s allowablé return on plant invéstment. This
authorization is not a finding of thé value of SoCal Gas' stock or
.propéerty, nor doés it indicate the amounts to bé includeéd in rateé
sétting procedureés.

7. It is in theée public intérest to authorizeé SocCal
Gas to determine thé precisé amount and timing of each financing,
thé market in and method by which éach financing is effectéed and
-the téerms and provisions, pricé of and intérest raté of the Debt
Securities issued in each financing, within thé constraints set
forth in thé application. '

8. Transactions which rélatée to obtaining Loans,
issuing variablé-raté Débt Securitiés and issuing Overseas

Indéebtedneéss, Foréign Seécuritiés, and Notés will not bé subject to

the Commission’s Compeétitive Bidding Rulé. With réspect to fixed-
rate Bonds and Deéebéntures sold publicly in thé doméstic market, it
is in the public interest to authorize a deviation from the
Commission’s competitive bidding requirements to permit SoCal Gas
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to télephonically invite the submission of bids and to receive bids
by télephone from three or more undexrwritérs or groups thereof, in
lieu of neéwspapér publication of an iavitation for bids and the
‘submission and opening of sealed written bids; to télephonically
accelerate, postpone or cancel thé scheduleéed date and timé of the
receipt of bids and/or vary the terms and provisions of the
securities submitted for bid; and if necessary due to markeét
conditions, to reject all bids and to telephonically request
resubmission of bids for securities with thé same terms and

provisions. .
9. This decision doés not detérmine that SoCal Gas!®

construction budgét is necessary or réasonable for ratemaking
purposes; thesé issuées aré normally tésted in general rate or rate
basé offset proceedings.

10. This decision does not find that SoCal Gas'
capitalization ratios or the inclusion of short-térm débt in its
capitalization structuré is nécéssary or reasonablé for ratemaking
purposés; thesé issues are normally tested in géneral rate or cost
of capital proceéedings.

11. Authorizing SoCal Gas to mortgage or otherwiseé
éncumber its properties as security for its Deébt Sécuritiés or
othér evidencés of indébtédnéss is not advérse to thé public
interest. ‘ ‘

"12. Thé money, property or labor to bé procuréd, or
paid for, by the proposed Débt Sécuritiés and Séeries Préferred
Stock or Préférencée Stock is reasonably réquired for the purposes
specified in thé application.

13. The usé of Raté Payment and Currency Exchange
contracts is reasonable within the limitations proposed herein.

14. There is no known opposition and no reason to
delay granting the authorities requeésted.
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Conclusions of Law

1. A public hearing is not necessary.
. 2. Theé application should be granted to the extent

set forth in the order which follows.

3. Theé proposed Debt Sécurities and Series Preferred
Stock or Preférence Stock are for lawful purposes and the money,
propérty or labor to be obtained théreby is requiréed for these
purposés. Procéeds from thé issuance and salé of the securities
may not be charged to opérating éxpénses or income.

ORDER

IT IS ORDERED that!
_ 1. Southern California Gas Company (SoCal Gas), on
or after thé effective date of this order is authorized to do theé

following:

a. Obtain debt capital in an aggregate principal
amount not to éxceed thé equivalent of U.S.
$400,000,000 through .

(1) the issuancé and salé of oné or moreée

additional sériés of SoCal Gas’ Pirst
Mortgagé Bonds, or debenturés, promissory
noteés or othér evidénces of its :
indébtédnéss, including, without
limitation, ovérséas indébtedness,
foréign sécuritiés and loans, _
(collectivély, thé "Debt Securities*®) in
oneé or moré financings in doméstic or
foreign capital markéts, and/or

unconditionally guaranteéing or otherwise
securing the obligations of one or more
political subdivisions andfor
governmental agenciés or éntities
(collectively, thé "Authorities* and
individually, thé *Authority"), the

- proceéds of which aré to be used to

finance solid waste disposal or other
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facilities qualifying for tax exémpt
financing under thée Internal Révenue Code
or any combination thereof (collectively,
the *Qualified Facilities").

Use the net procéeds from the sale of thé Debt
Securities to reimburse its treasury for monieés
expended or to be expendéed for expansion and
bettérmént of utility plant and to réfund debt
sécuritiés retired or to be retiréd at maturity
and through sinking fund payments or redemption
{including premiums, if any), and to refund débt
securities andfor equity securities acquired or
to be acquired through repurchase or otherwise;

Déviate from the one-day noticeé requiremént,
specified in thé Commission’s Competitive Bidding

Rule}

Obtain equity capital in an aggregaté principal
amount not to exceed $75,000,000 by the issuance
and sale of sharés of its capital stock
designated *Sériés Preferred Stock® or o
"Preéférence Stock® from time to timé in oné or
moré public offerings through negotiated
underwritings, private placements or othér
transactions, and substantially concurrent with
the sale of its Series Preferred Stock or
Préeferenceé Stock, to distribute sharés of its
Common Stock to thé shareholder of its Common
Stock, Pacific Enterprisés, for a nominal
purchasé pricé or as a stock dividend or
othéerwisé sutficiént to maintain Pacific
Enterprisés’ current pércéntage ownership of
SoCal Gas’ voting capital stock;

Usé thé net procééds from thée sale of the équity
capital to réimburse its tréasury for monieés
expéndéd or to be éxpénded for éxpansion and
bettermént of utility plant and to réfund or
rétire debt securities andfor éequity séecurities
acquired or to be acquiréd through redemption,
répurchasé or otherwise} and

Entéer into one or more rate payment exchange,
cap, collar andfor currency exchange contracts
consistéent with the limitations and restrictiions
provided hereéin. .
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2. SoCal Gas shall use compéetitivé bidding for
underwritten doméstic public offerings of Debt Securities that
consist of fixed intérést rate debéntures and Pirst Mortgagé Bonds.

3. Within 15 days of entéring into a Rate Payment
(R.P.) Exchange Contract, SoCal Gas shall furnish to the Commission
Advisory and Compliance Division (CACD) a report analyzing thé R.P.
Bxchange Contract including all costs associated with the R.P.
Exchange Contract in comparison to a projection of =all-in éost*®

without an R.P. Exchange Contract.
4. Within 45 days of entéring into an R.P. Exchange

Contract, SoCal Gas shall providé CACD with a completé copy of the
executed agréement and all associated documéntation.

5. SoCal Gas shall separatély report all intereést
income and/or éxpenses arising from all R.P. Exchangé Contracts in
all monthly and annual financial reports to thé Commission.

: 6. SoCal Gas shall not enter into R.P. Exchange
Contracts appliéd to long-térm debt financings, unless giving
effect théreto, the aggrégateée notional amount coveréed by R.P.
Exchangé Contracts applied to long-térm debt financings doés not
éxcéed 20% of SoCal Gas’ total long-térm debt then outstanding.

7: SoCal Gas shall not éntér into R.P. Exchange
Contracts appliéd to Préferred equity financings, unléess giving
effect théreto, the aggrégate notional amount covéred by R.P.
BExchangé Contracts appliéd to Préferred equity financings doés not
exceed 40% of SoCal Gas' total Preferréed equity then outstanding.
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8. Within 15 days of execution, SoCal Gas shall file
with thé Commission three coplées of its final prospectus pertaining
to the Débt Securities and equity securities,

9. SoCal Gas shall notify thé Commission, in
writing, within 15 days of ascertaining thé pricé, interest rate,
dividend rate, and other terms pertaining to Déebt Securities and .

equity sécurities. .
10. within 15 days after theé issuance and sale of its

Debt Securities by compéetitive bidding, SoCal Gas shall file a
written report with the Commission showing for each bid received,
the name of the bidder, thé priceé, thé inteéreést rate and thé cost
of money to SoCal Gas based on thée pricé and intérest rate.

11. Within 15 days after the issuance and sale of the
Debt Securitiés by means other than compétitivée bidding, SoCal Gas
“shall filé with the Commission a réport showing why the resulting

rate and cost of monéy to thé company weré advantagéous to SoCal
Gas and its ratepayers.

12. Socal Gas shall filé copies of all R.P. Exchange
Contracts and other Exchangé Contract-related réports as described
"in this deéecision.

13. SoCal Gas shall filé the réports required by
Géneral Order Serieées 24, -

14. SoCal Gas shall submit an original and four
copiés of the réports réquired by ordering paragraphs: 3 and 4 and
8 through 12 to CACD with a transmittal léttér statiag the;;;t )
application and decision numbérs. Parties néed not be gefﬁed with:
copiés of the réports unléss théy réquéest such servxce “in writing;
wWhen seérvicé is made on partiées who réquest copies of; the report,z
SoCal Gas shall attach to its réport a certificate shbwlng serVLce
by mail upon all thosé réquésting coplés. :The Dlrectér 6f CACD
shall send the original and oné copy to thé Docket Offlce for \

filing.




o o 15. socCal Gas shall usé the net proceeds from the'
sale of the Debt Securxties and thé Series Preferred Stock or

Praeference Stock for the purposes sét forth in the appllcation.
16. The authority granted by this order will become

effective when S6Cal Gas pays $32 245, 00, the feé set by PU Code

Section 1904(b).
17. The application 1s granted as set forth above.

This orifr {s effective today.
Dated ‘21 1992 . at San Franc;sco, california.

DANIEL wWm., FESSLER
Président

JOHN B. ORANIAN
PATRICIA M. ECKERT
NORMAN D. SHUMWAY
Commissioners
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