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90788 SEP 12 lS1.S Decision No. --------
BEFORE: THE POBLIC,UTILITIES COMMISSION OFTRE STATE OF CA:LIFOBNIA 

Application or SOUTHERN CALIFORNIA. 
GAS COMPANY for Authorization to 
Issue Not Exceeding $70~OOO~OOO 
Aggregate Principal Amount, of First 
Mortgage Bonds and to Execute and 
Deliver :a Supplemental Indenture 
Mortgaging its Properties. 

OPINION -----.-. .... -

Application No. 59015-, 
(Filed July 25, 1979) 

14 

Southern California Gas Company (SoC81) re~uests authority 
(a) to issue and sell First Mortgage Bonds, Series M, in an aggregate 
principal amount not exceeding $70,OOO~OOO through competitive bidding 
a:ld (b) to execute and deliver a Supplemental Indenture mortgaging", 
certain of its properties. 

SoCal request this authority pursuant to Sections 816'~ 81?~ , 

818 and 851 01' the Public Utilities Coc.e. Notice 01' the filing of the 
application appeared on the Commission t s Daily Calendar of J'Uly26, 1979 •. 

ScCal is a Cali!or.nia corporation (a subsidiar,r of Pacii'ic 
Lighting Corporation) and a public utility engaged principally in 
purchasing, distributing and selling natural gas to. customers 
tbroughout most 0.1' Southern California and portions of Central 
Cali!or.c.ia. For the twe1 ve-menth peried ending JtIlle ;0 ,1979, the 
utility reported tetal operating revenues o;£~ $1,682",629",587' and' net 
inceme o! $54~79~,242. 

SoCa.l's capitalization, ratios reported as ef June ;0', 1979 
and adjusted to give ef'f'eet to the proposed bond issue are S",.",.marized, 

!rom the applicatien as fellews: 

Long~Term Debt 
Pre!erred Stock 
Commen Equ.i ty 

Tet81 

June 20, 1979 
47.46% 

2".25 
50' .. 2<2,': , 
lOO~~' 

ProForma' 

51~04%:' 
, 2''';10; 
46~'86,·.· . 

lOO;~'OO% 
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The proceeds f'rom the sale of' Series M Bonds~ oth~r than, 
accru.ed interest which is to be used for general corporate purposes, 
woul?- be applied toward the 1"ollow:iJlg: 

A. Retirement of bonds through operation 
or the sinking £u:c.d provision 

B. Retirement of bonds at· maturi t:r 

c. Reimbursement of the treasur.1 for a 
portion 01" the funds expended for 
construetion 

S22,780,000 

9,650,000 

22', 570-,000· 
$?O;, Ooo·~OOO 

SoCaJ. t s plant additions for the yeax 1978 wer~;S?8,,325.~000,." 
SoCal has estimated the additions 1"or 1979- to- be SlO;,459,OOO.,.detailed 
as follows: 

Underground Storage 
~ansmission Plant 
Distribution Plant 
New Business Plant 
Land and Buildings 
Fu.rni ture and Equipment 

Total 

• "r • 

Amount· 
S ?'5~' 000 ~~,. . 

16,844',000 
30,707,000 
43,.157',000 

;,606,000' 
1,587,000-, . 

Sl05,459~OOO 

SoCal • s Exhibit A indicates tha.t as· of: June 30,1979' the 
actual construction expenditures wereapproximatelY~,524,000~ The 
balance 01" the fu:c.ds :tor the estimated construction in 1979 is 
expected to 'be derived 1"rominternally generated1"unds and :f'rom'short
te:rm borrowings trom its pa:rent, Pacific Lighting Corporation.j 

SoCal proposes to issue and sell an additional series of 
its First Mortgage Bonds, to be designated .. as Series M (the "SkriesM 
Bonds"). The Series M Bonds would be created and authorized for 
issuance by SoCal t s execution and delivery to Wells Fargo· Ba:ck,. 

National Assoeiation, as trustee (the "Tru;stee") tor holderso:r.First '. 
Mortgage Bonds, o:f' a Supplemental Indenture (the "Supplemental 
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Indenture") to be dated approximately the date or issuance ot the 
Series M Bonds. The Supplemental Indenture would supplement the 
Indenture dated as ot October 1, 1940, as theretororesupplemented 
and amended, pursuant to which .SoCaJ.' g.'presently outstanding 
First Mortgage Bonds were issued and substantially aJ.l ,or: its 
property is :mortgaged as security tor its· First Mortgage Bonds. The 
Supplemental Indenture would set :t:orth the terms o:t: the, Series'M 
Bonds and expressly convey and :mortgage to the Trustee certain 'of, . 

, ' 

Socal • s properties as security tor its First Mortgage, Bonds ,including 
• " ,I 

the Series M Bonds. 
, -' 

SoCal proposes to otrer, the Series 11 Bonds for.,sale pursuant' 
to this Commission's ,competitive bidding pro ce'dure s and to- errect:the' 

'I • • 

offering, iSSUSllce and sale by ottering. dOctllllents and purchase ' 
a~ements containing terms and conditions customary tor theo'!tering, 
issuance and sale of rirst mortgage bonds by public utilities through; 

, .' 
competitive bidding procedures. 

SoCal requests authorization from this Commission'toissue 
and sell the Series.M Bonds on or before December ;1, 1979 man.: 
aggregate principal a:mO'Wlt not exceeding. $70,000,000 with the precise 
date and 8lllount or such issu2!Jlce and sale to b~ det~rmined~y< SoCal 
with due regard for its financial requirements. and prevailing, market 
conditions. It also requests authority to determine the maturity 
(not to exceed twenty-rive years) and the rights and terms o!- redemption 
(including redemption p:r:ices, siDking f'wld provisions"- it' a:rJ:S~ and 
period or non-refundabili ty (not to exceed five years)' of the' 
Series M :Bonds. 

The application indicates that the requested authorization 
" , 

to determine the ~eunou:c.t and ti:ming of'the issuance of the Series M, 
Bonds and the rights and terms 0:£ redemption there'or- Cwithinthe 
limitations above set rorth) will ;provide it with the ne~bility 
necessa.ry to res;pond tou:c.settled and rapidly changing- marke~ 
conditions and to· obta:i:c. the best terms available. This· CommiSSion 
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is aware of ~he need tor suCh flexibility during periods ot 
Ullcertainty in ~he financial :markets and has recently granted 
authorizations, similar to that requested by SoCa!., to, San Diego: Gas & . , ' 

Electric CompaDY (Decision No. 9(493), ~he Pacific ~elephone and 
Telegraph CompaDY (Decision No. 9(419) and Pacific Gas and Electric 
Compa:cy (Decision No. 90381). We' are persuaded that continu:lng 
uns~tled :market conditions justi!y tl?-e flexibilityrequested':'by 
SoCal. 

SoCal proposes 'to apply the proceeds (other than accrued 
interest which will be used ';!or general corporate :purposes) from the 
sale of the Series M Bonds to reimburse its treasUry for rD.onie,s 
expended and to be expended for the retirement of First Mortgage 
Bo:::l.ds through operation of s;'nki:cg ftmd 'Provisions ($22',780,,000) and 
retirement oi" First Mortgage Bonds, at matUrity ($9,650,000).' The' 
balance of ~he l>roceeds would be applied to reimburse SoCal's treasury 
i"or tunds expen~ed i"or construction. , 

Article XV, Section 1 (US'Ul:':y') of' the Cali1"or:c.ia Constitution, 
" . -

and certain: CaJ.ii"or:c.ia statutes prohibit, non-exe:mpt lenders :Crom ' 
Charging interest on ~ loan or i"orebearance at an effective annual 
rate in excess of ten percent. SoCal has expressedtheconcer:c. that 
the market :tor public utility debt seeurities is such that if' the,' 
Series M Bonds are to be sold, the ei"i"ective 8DD.ual interest rate', 
thereon may oi" necessity exceed ten percent.. Accordingly, So Cal has " 
requested. that this Commission reari"irmour prior holdings that the 
Cali:tor.c.ia Usury Law does not apply to debt seeurit'ies issued by 
utilities pursuant to authorization !ro:m this Commission'. We will, 

do so. 
In Addition, SoCal proposes to situate and structure the 

issuance and sale of the Series M Bonds in the State of New Yorka:c.d 
to provide that.' its obligation to pay principal and interest on, the 
Series M Bonds will be governed by,a:c.d co:c.stru.ed in accordance with" 
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the laws of New York.. 1lJlder which corporat:Lons may not, plead the '. 
p'. " • 

de:£'ense of usury. It has requested that this' Commission expressly 
authorize the :£'oregoi:c.g proposal. Since thisproposal'does inot 
operate to restrict the potential market. ror SoCal·t s· Series'M Bonds 
to SJ:"eas outside or Cali:£'or:c.ia, we will honor this request.. 

The Revenue Requirements Division or the Commission's·' 
sta:!':£' has reviewed SoCal' s construction budget and has. concluded that 
the proposed sale of Series M Bonds are necessary to provide fUnds. :ror 
the puxposes specified in the application. The Division has no:. 
objection to the proposed bond issue but· reserves the right .. however, 
to consider the reasonableness of". construction exPenditures in fut'oXe 
rate proceedings. . 
Findings or Fact 

1. Southern California Gas Compa:oy is a Cali!ornia corporation . . . . 
operat:illg as a public utility' subject to tlle. juriSdiction o:tthi.s. 

Conrmission. '. .' . 
2. Southern California Gas Compa:c.y' s proposed o!feri:c.g, issuance . 

and sale or an additional series o:£' its First· MO:t'tgage' Bond~> to. be . . 
designated as Series· M Bonds (the "Series M:. Bonds")· is' tor proper· , . . 

purposes. 
;. Southern Cali:f'ornia Gas Comp~ has, need for external· !'u:c.ds 

for the purposes set !orth in these proceedings. 
4. The money, property.. or labor to be procured or paid.r0:17 b;r 

the issuance of Southern California Gas Compa:oy's Series M Bonds is 
reasonably required for the purposes set forth herein,. whiCh p~oses, 
except as authorized for accrued interest, are not, in .whole-orin' 
part, reasonably chargeable to· operating expenses or to· income •. 

5. Southern California Gas· Compaily (SoCal) may,' 'Witmn . 
the limitations set forth herein,. determine the timing and amount 
o:£' issuance of the Series 11 Bonds. The rights and terms: of 
redemption thereof will: provide SoCal with the i'lexibility to respond 
to rapidly eha:nging market conditions.. This. is in' the best interest. 
0.1' SoCal'J its customers and investors. 
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6. Pre'7ailillg, market conditions may necessitate that 
Southern Cal~ornia Gas Company's, Series. M Bonds" be issued and sold 
with: an effeetive interest rate exceeding the limitations.· or the 
cali!ornia Usury Law. 

7. The application of' the limitations or the Calitor.c.ia :Usury 
Law to the issuance of Southern California Gas Compcmy's. '(SoCal) , 

Series M :Bonds would. not be in the public interest or be protective 
or SoCal or its customers or inves·tors .. ~ This' would~ ilistead,:imp:;dr 

" , 

the ability or SocaJ. to obtain :t:'onds necessary to provide adequate 
service to its customers. . '" 

I ' .' ., 

S. Southe:rn Cali!or.o.iaGas Compa;cy, (SoOal) may situate and 

structure the issuance and sale otthe Series M Bonds intlle 'Stateot, ' 
New York. Principal and interest on the Series M:Bonds will' be
governed by and construed in accordancewitll the laws of that State. 
This is in the best interest. of' SoCal, its customers and investors. 

9.. There is no knOw. opposition to Southern Calif'or:c.ia ,Gas: 
Company's application and no, reason to delay granting"the authorization 
requested. 
Conclusions of Law 

1. . Parsuant' to plenar.r powers granted to: the Legislature by' 

Article XII, Section 5 or the C8J.itornia Constitution, the, I-egislature 
is authorized to co:c.!er such additional consistent powers upon this 
Commission as it deems necessary and appropriate, unrestricted by 
any other prOvisiOns or the California Constitution. 

2. The Legislature has eo:c.terred upon this Commission 
co~rehensive and exclusive authority to regulate the issuanceo! 
securities., including evidences o! indebtedness, by' public utilities 
~on suCh terms and conditions as this· Commission deems reasonable' 
and necessar,r and rithout limitation by the California. Usur.Y' Law.;. 
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:;. . The California Usury Law is not applicable te> debt: 
securities issued by public utilities pursuant to authorization from 
this ,Pommission • " :.' 

. 4_ Neither Southern Cali:f'ornia Gas COl7lPa:c:y- (SoCaJ.) nor B:JXY o:f' 
its successors or assignees will have any basis to assert any claim 
or defense under the Cali:f'ornia :Usury Law in respect of the additiona.l 
First Mortgage Bonds to be designated Series M Bo:c.ds(the "Series M 
Bonds") proposed to be offered, issued and sold 'by SoCal. 

5. Persons receiving interest on Southern California Gas 
Compa:cy's Series M Bonds are not su'bj'ect to the limitations or 
sanctions of the California Usery Law. 

6. A public hearing is not necessary. 
7. The application should be granted. 
The authorization granted herein is for the purposes of this 

proceeding only and is not to: be constrlled as indicative of SlnOunts 
to be included in proceedings for the determinat,ion of· just. and 
reasonable rates. 

ORDER ,--------
IT IS ORDERED that: 

1. Southern California Gas CompSllY (SoCal) is hereby authorized 
to offer., issue and sell an additional series, of its First Mortgage 
Bonds to be designated Series M Bonds (the "Series M Bonds") at such 
time on or before December ;1., 1979' and in such aggregate prillcipal 
amount not exceeding $70,000,000 as SoCal shall determine'havingdue 
regard. for its fi:c.a:c.cial requirements and present and'anticipated 
market conditions. 

2. Southern California Gas Company is hereby authorized to. 
determine the :maturity (not to exceed twenty-:ti ve, years) and ,the rights 
and terms of redemption (including redemption prices, s; nking!\md 

provisions., i:t 8XlY., and period or non-re1\mdability: (not to-exceed five 

years) or the Series M Bonds PX'ior to the o!!er:i:.Dg thereof' hav:i.ng:.d'lle 
regard for its rinancial requ.iremen.ts and then existing market· 
condition.s. 
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3. The sales price to Southern Calirornia Gas CompaDy and, the 
interest rate paid on the Series 11 Bond shall ~ determined purusant 
to this Commission's competitive bidding procedures and without 
limitation by the Cali:!"or.c.ia"usur.y' law. 

4. Neither Southern California Gas Company nor anyone 
purporting to act on its 'behalf shall at any time assert any' claim' or 
defense' in respect or the Series M Bonds und.er theCalitor.C.ia usury law 
or any similar laws. 

5. Southern Calirornia Gas Compa:cy is hereb:rauthonzed to 
situate and structure the orrering., issuance and sale or the Series M 
Bonds in the State o:t New York and to provide that its obligation to.. 
pay principal and. interest on the Series 11 Bonds. will be governed by., .. ' 
and construed in accordance with,. the laws- or the State or-NeW' York. 

6. Southern Ca,1.iror.c.ia Gas COmI>BllY is hereby authorized to 
execute and deliver a Supplemental ~denture., supplementing the 
Indenture (as theretotore supplemented and amended) pursuant to which 
its outstSlldi:c.g First Mortgage Bonds were issued, setti::l.g torth the 
terms otthe Series M Bonds and expressly conveyi:c.g. and mortgagi:c.g , 
certain or its properties as addi tiona! securi t:r for its First, Mortgage 
Bo::l.ds., including the Series M Bonds. 

7. Sou-:hern California Gas Compa:cy shall apply the proceeds from 
the sale of its Series M Bonds to ,the purposes set forth herein and' shaJ.l 
file with this Commission a report or reports with respect thereto' as 
required by this Commission's General Order 24-B. 

8. Souther.c. cali1;or.oia Gas Company shall tile with this 
Commission, promptly upon the availabili;ty thereof, three copies of': each 
prospectus and preliminary prospectus and each supplement' thereto, .with 
respect to the otteri:c.g o:t the Series M Bonds. 
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9. This order shall become effective when Southern California 
~as Compa:cy has paid the: fee prescribed by Section 1904.1 ot, the' 
Public Utilities Code, which tee is $24,785-

Dated SEP 1 21979 , at San Francisco, California. 
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