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Decision No. 80788 SEP 121979 . . O@ﬂ@ﬁ M AL

BEFORE THE PUBLIC: UTILITIES COMMISSION OF THE S‘.'DA'.I‘E OF CALIFORNI.A.

Application of SOUTEERN CAI.IFORNIA.
gAS COI}?PAN%C for Authg%zggéogo go

ssue Not Exceeding . .
Aggregate Principal Amount of First : gﬁ;ga‘gﬁn gg' ;g%
Mortgage Bonds and to Execute and T €2
Deliver a Supplemental Indenture ‘ -
Mortgaging its Properties. -

OPINION

Southern California Gas Company (SoCal) requests authority
(a) to issue and sell First Mortgage Bonds, Sexries M, in an aggregate
principal amount not exceeding $70,000,000 through compet:.t:.ve b:.dd:mg
sxd (b) to execute and deliver a Supplemental Inden’tu.re mortgag:.ng |
certain of its properties.

SoCal. request this author:.ty pursuant to Sect:nons 816 817,
818 and 851 of the Public Utilities Coce. Notice of the :f:;l:mg of the
application appeared on the Commission's Daily Calendar of. July 26, 1979. :

SoCal is a California corporation (a subsidiary of Pacific. . |
Lighting Corporation) and a public utility engaged pmclpally in
purchasing, distributing and selling natural gas to customers -
throughout most of Southern Califormia and portioms of Central
California. TFor the twelve-month penod ending Juze 30, 1979, the
utility reported totsl operating revenues of $1,682 629 587 and pet
income of $54,793,242.

SoCal's capitalization ratios reported as of. June 30, 1979 y
and adjusted to glve effect to the proposed bomd :Lssue are su:nnar::.zedj‘
from the application as rollows-

_ June 30, 1979 - P'.f‘b .‘F‘omafl )
Long-Ternm Debt 47.46% 51.04%‘ o
Preferred Stock 225 o 2ed0

Common. Equity o502 ‘%86__‘-:*
Total | 100.006° 100.006
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The proceeds from the sale of Series M Bondé, l'o'thgr_ the.n ‘
accrued interest which is to be used for gemeral corporate .pu;po'ses,.
would be applied toward the following: ‘ ' |

A. Retirement of bonds through operation :
of the sinking fund provision ‘ $22,780,000

B. Retirement of bonds at maturity 9.,650,_000

C. Reimbursement of the ;t:reasury for a |
portion of the funds expend.ed. foxr g .
construction 32,570,000

s7o 000,000

SoCal's plant additions for the Jear 1978 were 378"3257000.1“ R

SoCal has estimated the additions for 1979 to be 6105,459 OOO deta:x.led
as follows: ‘ :

Amount B

TUndexrground Storage $ 7,558,000 |
Transmission Plant 16,844 000

Distribution Plant - 30,707,000
New Business Plant 43,157,000
Land and Buildings 5,606,000
Furniture and Equipment 1,587,000 .

Total ‘ o | 3105,4"59 ',_ooo} ;

SoCal's Exhibit A indicates that a.s o.f June 30, 1979 the |
actual construction expend.:.tures were approx:.mately $44, 524, OOO.. The
balance of the funds for the estimated comstruction im 1979 is
expected to be derived from internally generated funds and :from shoxt- |
tern borrowings from its parent, Pacific Lighting Coxporatn.on. '

SoCal proposes to issue and sell an additional sene.; of
its First Mortgage Bonds, to be des:.gnated as Series M (the “Ser:.es H
Bonds"). The Series M Bonds would be c¢reated and authonzed. for
issuance by SoCal's execution and del:.very to Wells-‘ Fa:rgo ,Ba.nk,. ‘
National Association, as trustee (the "Trustee") for holders -of First .
Mortgage Bonds, of a Supplemental Indenture (the “Suppleméntal;f
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Indenture") to be dated approximately the date of issusnce of the
Series M Bonds. The Supplemental Indenture would supplement the
Icdenture dated as of October 1, 1940, as theretofore supplemented:

and amended, pursuant to which .SoCal' S-presently outstandlng '

First Mortgage Bonds were issued and substantially all_or_lts.
property is mortgaged as security for its First Mortgage Bonds. The
Supplemental Indenture would set forth the terms of the Serleslf '
Bonds and expressly convey and mortgage to the. Trustee certa;n of . .
SoCal’ s propertzes as security for 1ts First Mbrtgage Bonds, lncludlng
the Series M Bonds. :

SoCal proposes to offer the Series M Bonds for sale pursuant
to this Commission's competitive bzddlngpprocedures and tolerfect the'
offering, issusnce and sale by offering documents and purchase ,
agreements containing terms and conditions customary for the offerzng,
issuance and sale of first mortgage bonds by publxc ut111t1e° through |
competitive bzddlng procedures. : - :

SoCal requests authorization from this Commxss;on to 1ssue
and sell the Series .M Bonds on or before December 31, 1979 1n an
aggregate principal amount not exceeding: $70,000, 000 w1th the precmse
date and amount of such issuance and sale to be determ;ned by, SoCal
with due regard for its financial Tequirements. and prevamllng market .
conditions. It also requests authority to determine the maturmty
(not to exceed twenty-fzve*years) and the rights and.terms of redempt;onj‘
(including redemption prlces, sinking fund provzslons. it anys - and
perlod of non-refundadility (not to exceed five years) of the
Series M Bonds. :

The gpplication indicates that the requested authorzzatxon
to determine the amount and tlmang of the issuance of the Serles.n
Bonds and the rlghts and terms of redemption thereof‘(wmthmn the
limitations above set forth) will provide it with the flexzblllty
necessary to respond to unsettled and rapldly changxng market '

condltzons and to obtain the best terms ava;lable. Th;s Comml331on R
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is aware of the need for such flexibility dur:.ng per:.ods of
wncertainty in the firancial markets and has recently grauted
authorizations, similar to that requested. by SoCa.‘L, to Sam D:.ego Gas &
Electric Company (Decision No. 90493), The Pacific ’.Delephone and
Telegraph Company (Decision No. 90419) a.ud Pacific Gas and Electric
Compaxy (Decision No. 9028l). We axe persuaded that continuirg.
uvnsettled market conditions justify the ﬂex:.b:.ln.ty requested by
SoCel.

SoCal proposes to apply the proceeds (other than accrued '
interest which will be used-for general corporate purposes) from the
sale of the Series M Bonds to reimburse its treasury for monies
expended and to be expended for the retirement of First Mortgage
Bonds through operation of sinking fund provisions (§22, 780, OOO) and
retirement of First Moxrtgage Bonds at maturity (89,650, 000). The
balance of the proceeds would be applied to re:x.mburse SoCal’ s 1::::'eatsur:$r
for funds expended for comstruction. ‘ \

Article XV, Section 1 (Usury) of the Califormia Const:.tut:.ou.
and certain California statutes prohibit, no.u-exempt lenders :t‘rom |
charging interest on any lcan or forebearance at an effect:we a.nuual
rate in excess of ten percent. SoCal has expressed tb.e concern that
the market for pubdlic utility dedt securities is such that i the
Series I Bonds are to de sold, the effective annual :.nterest rate
thereon may of necessity exceed ten percent. Accord:.ugly, SoCal has
requested that this Commission reaffirm our prior holdn.ngs that the
California Usury Law does not apply to debt secur:.t:.es :.ssued by
utilities pursuvant to authorization from this Commss::.on. We will
do so. o o

In Addition, SoCal proposes to situate and structure the
issuance and sale of the Series M Bonds in the State of New York and
to provide that its obligation to pay pr:.uc:.pal and :.uterest on. the
Series M Bonds will be goverued by, and construed in. accordance wrt:h
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the laws of New York, under which corporat: 'Lons'may ot plead the
defense of usury. It bas requested that this Comm:nssn.on expressly
authorize the foregoing prOposal. Since this proposal does not
operate to restrict the potential market. for SoCal s Senes M Bonds
to areas outside of California, we will honmor this request. |

The Revenue Requ:.rements Division of the Comm:.ssa.on s
staff has reviewed SoCal's comstruction budget and has concluded that
the proposed sale of Series M Bonds are necessary to provide funds for
the purposes specified in the applzcat:xon. The D:.v:.s:xon has RO
objection to the proposed bond issue but reserves. ‘the r:.ght however, _
to consider the reasonableness of construct:.on expend:.tures in- future :
rate proceedings. . '
Findings of Fact ‘ o o

l. Socuthern Califormia Gas Company is a Cal:.form.a corpora.t:.on
operating as a public utility subject to the. ,jura.sdn.ctlon of th:.s '
Commission. : : :

2. Soutkern Califormia Gas Company's- proposed ofrer:.ng, 1ssuance
and sale of an additional senes of its First Mortgage Bonds 'to be
designated as Series M Bonds (the "Ser:.es n Bonds") is for proper
PUXPOSES. | : ' S
%. Soutbern California Gas Company has need for extemal fu:nds o
for the purposes set forth in these proceedmgs. ‘ :

4. The money, property, or labor to be procured or pa:.d for by :
the issuance of Southern California Gas Company's Sern.es M Bonds is
reasonably required for the purposes set forth here:m, wh:.ch purposes,f
except as authorized for accrued :Lnterest are not, in whole or :m
part, reasonably chargeable to operating expenses or to income. S

5. Southern California Gas Company (SoCal) nay, w:.thm
the limitations set forth herein, determine the: tm:.ng and amount
of issuance of the Series M Bonds. The rights and. terms: of
redemption thereof will provide SoCal with the i‘lex:.bn.ln.ty to- reSpond ,

to rapidly changing ma::.:et conditions. This, is in the best :x.nteres‘c
of SoCal, its customers and investors. : o
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6. Prevaa.ln.ng market conditions may necess:.ta.te that ‘
Southern Celifornia Fas Company's Series M Bonds be :.ssued and sold
w:x.tb. an effective interest rate exceed:mg the lmtata.ons of the :
California Usuxy Law. : : ‘

7. The applzcat:.on of the lmtat:.ons of the Cal:.:f.‘om:.a Usury :
Law to the issuance of Southern California Gas Company's. (SoCal) '
Series M Bonds would not be in the pu’ol:Lc interest or 'be protect:.ve
of SoCal or its customers or :.nvestors. Ihis would :x.nstead :.mpalr
the ability of SoCal to obtain i‘und.s necessa:ry to ;prov:.de adequate
service to its customers. .

8. Southern California Gas Company. (SoCal) may smtuate and
structure the issuance and sale of the Ser:.es M Bonds in the State of
New York. Principal amd interest on the Series M Bornds will be ,
governed by and construed in accordance w:.th the laws of that State. '
This is in the best interest of SoCal, its customers axnd investors.

9. There is no known opposition to Southem Ca.lzrorn:.a Gas

Company's appl:.ca‘tlon and no reason to delay e;rantn.ns the au'thonzat:.on
requested. :

Conclusions of Law

1. Pursuant to plenary powers gran't;ed to the Leg:.slature by
Article XII Section 5 of the California Constitution, the Legislature
is authorized to confer such additional consistent powers upon this
Commission as it deems necessary and appropriate, unrestricted by
any other provisions of the California Constitution. -

2. The Legislature has conferred upon this Commission
comprehensive and exclusive authority to regulate the issusnce: o:f.‘
securities, including evidences of :.ndebtedness, by pu'bl:x.c utzl:.t:.es
wpon such terms and conditions as this Comm:.ss:.on deens reasonable
and necessary and without lm:.tat:.on by the Caln‘oma. Usury Law.

‘\

.,.L“”“‘
|
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e ' The California Usuxy Law is not appl:.cable to debt
secur:.tzes issued by public u‘tll:x.t:.es pursuant to authorn.za.tmon from
~ this Commission. X : ‘

4. Neither Southern Califormia Gas Compa:v (SoCal) noT any oi’
its successors or assignees will have a.ny basis to assert any clam
or defense under the California Usury Law in respect of the add:.t:.onal '
First Mortgage Bonds to de designated Series M Bonds (the "Semes M
Bounds") proposed to be offered, issued and sold by SoCal.:

5. Persons receiving interest on Southern Califormia Gas
Company's Series M Bornds are not subject to the limitations or
sanctions of the Californmia Usury Law. |

6. A public hearing is not necessary.

7. The application should be granted.

The authorization granted herein is :fo:r the purposes of- th:x.s
proceeding only and is not to be construed as indicative of amounts

to be included in proceedings for the detemnatn.on of aust and
reasonable »ates. :

IT IS ORDERED that:

1. Southern Califorzia Gas Company (SoCal) is hereby authonzed‘
to offer, issue and sell an additional series of its First Mortgage -
Bonds to be designated Series M Bonds (the "Series M Bonds") at sueh
time on or before December 31, 1979 axd in such. aggregate pmc:x.pal '
amount not exceeding $70,000,000 as SoCal shall detem:.ne hav:.ng due
regard for its financial requirements and present and ant:.c:.pated
market corditions.

2. Soutbern California Gas Company is hereby authorn.zed to
determine the maturity (not to exceed twenty-five years) and’ the nghts
and terms of redemption (including redemption prn.ces, s:.nlc:.ng fund
provisions, if any, and period of non~-refundability (not to exceed five
Years) of the Series M Bonds prior to the offering thereo:f.‘ hav:\.ng due
regard for its financial requ:.rements and then e:c:.st:.ng market
conditions. o

}‘
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3. The sales price t'o Southern Cs.l:x.rorn:.a Gas. Company and the
interest rate paid on the Series M Bond shall be detexrmined purusa.nt
to this Commission's competitive bidding procedures and without
limitation by the Califormia‘usury law. B

4. Neither Southern California Gas Company nor amyone
purporting to act on its behalf shall at any time assert any claim or
defexse in respect of the Series M Bonds under the cal:.fo:m:.a usury 1aw
or any similar laws.

5. Southern California Gas Company is hereby author:z.zed to
situate and structure the offering, issuance and sale of 'the Ser;es M
Bonds in the State of New York amd to provide that its obllgatlon to
pay principal and interest on the Series M Bonds will be governed 'by,
and construed in accordance with, the laws or the State of New York.

6. Southern Cal:.roma Gas Compam- is hereby authorized to
execute and deliver a Supplemental Indenture, supplement:ms the
Indenture (as theretofore supplemented and amended) pursuant to which
its outstanding First lortgage Bonds were issued, setting forth the
texrms of the Series M Bonds and expressly conveying and mortgag:.ng
certain of its properties as additional security for its F:Lrst Mortgage
Boznds, including the Series M Bonds. '

7. Southern California Gas Company shall apply the proceeds from
the sale of its Series If Bonds to the purposes set forth herein and shall
file with this Comxission a report or reports with res.pect there‘co as
required by this Commission's General Order 24-B.

8. Southern Cal:.f.’omn.a Gas Company shall file with th:.s \
Commission, promptly upon the availability thereof three coples of each
prospectus and preliminary prospectus and each supplement thereto w:xth i’
respect to the offering of the Ser:x.es M Bonds. ' ‘
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9. TIhis order shall become effective when Southern Cal;fornza'.

Gas Company has paid the fee prescr;bed by Sectlon 1904 1 of the
Public Utilities Code, which fee is $24,785. .

Dated SEP 121919 , at San- Franczsco, Cal:.:fom:;a.

et - ss:.on




