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BEFORE TBF.CPOBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Petition of SOUTHERN CALIFORN~ ) 
GAS COMPANY for modification of ). 
Decision Nos. 92452 and 92710 to ) 
Authorize the Issuance and Sal~ ) 
of Not to Exceed $60 Mlllion of ) 
Firat MOrtgage Bonds in Public ) 
Offerings effected through Nego- ) 
tiated Underwriting or in Negotia-) 
ted' Private Placements. ) 

---------------------------) 

AppliC&~ion 6076S 
(Filed July 23. 1931) 

OPINION 

Under DecisJ.on (D.) 92452. dated December 2. 1980 

supplemented by D.92710. dated February 13. 1981 in Applic:a.tion (A.) 

, . 
-' 

e 60005, Southern California Gas Company (SoCal) was au~horlz.ed. among 

other things. to issue and sell by means of competItIve biddIng up to 

$130.000.000 aggregate principal amount of ita First Mortgage Bonds 

(New Bonds). in one or more aeries. prior to December 31r 19&1. SoCal 

issued and 801d $70.000.000 of its authorized New Bonds on February 3. 

1981 by competitive bIdding procedUTea. 

In this application. SoCal requests authority. under 

Sections 816 through 818 of the Public O~ili~ies (PO) Code. for a 

modIfication of D .. 92452 and D.92710 for the following: 

1. To issue and sell the remaining $60.000.000 aggregate 
principal amount of its New Bonds in public offerings 
effected through nego~iated underwriting or in 
negotiated priva~e placement and . 

• 
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2. To have the 8ale of this i8sue or i •• ues exempted from 
the Commi.sion'. competitive bidding rule. . 
~~ 

In D.924S2~ supplemented by D.92710, SoCal has the authority to- i •• uE_-

and aell ita New Bonds by competitive bidding. This authority remains 

in full force and effect. 

Notice of the filing of the application for modification of 

D.92452 and D.92710 appeared on the Commission'. Daily Calendar of 

July 29. 19S1. No protests have been received. 

SoCal believes that the financial flexibility that would be 

afforded by the authority to effect the aale through negotiated 

underwritinga or in negotiated private placement would enable it to 

respond to rapidly changing market conditions and would obtain for 

~ So~l the necessary financing on the most favorable available terma . 
and conditions. 

SoCal requests an exemption from the Commission'. 

competitive bidding rule. It ia within the COmmission's power to 

grant the exemption as it has done from time to time~ upon a showing 

of compelling circumstances. SoCal believes that these compelling 

circumstances exist. 

SoCal set forth various reasons to justify its request to 

issue and sell its New Bonda by private placement or negotiated public 

offerings. The reasons cited include the volatility of the market, 
, 

greater financial flexibility. increased marketing efforts., and 
• • 
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e 
absence of investment banking community fragmentation provided by 

public offeciegs effected through negotiated und~ittng whiCh .·Y 

permit public utilities to obtain financing on more favorable terms 

and conditions than could be obtained by publie offerings effected 

through eompetitive bidding. 
In D.9'984~ dated J~ly 2p 1980 for the San Diego Gas & 

Electrie Company, in A.. 59633.. we discussed the granting of exemptions 

from the competitive bidding rale, and we clarified the nature of the 

compelling showing that must be made to warrant an exemption from the 

rule. We served notiee that aasertion8 regarding the volatility of 

the market, the flexibility provided by a negotiated sale, and the 

~ importance of maximizing the effectiveness of the underwriting will 

not serve a8 eompelling reasons. individually or collectively, for 

granting an exemption from the eompetitive bidd~ rule. 

We are frankly uncertain whether under current volatile 

conditions, unfavorable to the issuer of corporate debt, strict 

adherence to the competitive bidding rule would prove beneficial. 

Consequently. for this application only, ~we will authorize SoCal to 

proceed on either a competitive bid, a private placement, or a 

negotiated public offering, according to SoCal's estimation of where 

the most favorable opporeunity lies. 
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Granting the authorization requested will give SoCal the 
~ 

flexibility "to borrow funds more quickly than might otherwise be 

available in the time frame necesaary to complete a secured trans­

action. '.the requested authorl~ation will also give SoCal a broader 

base from which to attract additional kinds of lenders .. aome of whom 

lend funds only on an unsecured basis. 

the Commission's Revenue Requirements Division bas reviewed 

SoCal'. request and has concluded that an exemption from the competi­

tive bidding rule ahould be granted.. Onder the cireumsta'Jlces .. the 

Commission finds that SoCal's request is reasonable and not adverse to 

the public interest. 

If SoCal chooses to issue and sell ita remaining: New Bonds 

in the amount of up to $60 .. 000 .. 000 by meana of a negotiated public 

offering or by a private placement p we place it on notice that in its 

next general rate proceeding before the Commission.. the reasonableness 

~f the reaul tins interest rate and cost of money to the company will 

be clo8ely 8erutini~ed and may result in & disallowance of the 

interest expense if it is determined that the cost of money incurred 

was not the m08t prudent. We will also require SoCal to provide us 

with a showing of why it believes that the resulting interest rate and 

cost of money were the most advantageous to the company and its rate­

payers. We will require this showing within a reasonable period of 

time after the issuance and sale ol its remaining New Bonds .. 

-4-



A.60768 RR/KLH/AFK{WPSC 

e 
, SoCal paid the $24,363.50 fee aet by Section 1904.1 of the 

4-PU Code when'tt was authorized to issue and sell" up t~ $130,000,000 6f 

ita New Bonds 1u regard to D .. 92452. Since the issuance and .ale of 

1t8 remaiuing $60,000,000 of New Bonda are pa~ of this authorization, 

no additional fee i. ~equired for this application. 

Findings of Fact 
1. SoCal, & California corporation, operates &8 a public 

utility under the jurisdiction of this Commission. 

2. SoCal has a continuing need for external funds for the 

purposes .et forth in A.60005. 

3. The proposed issuance and private placement of SoCal'. 

e remaining New Bonds in the amount of up to $60,000,000 would be for 

proper purposes. 
4. SoCal believes it will be able to issue and sell its 

remaining New Bonds through public offerings effected through 

~egotiated underwriting or in negotiated private placement ~n terms 

and at a time which SoCal determines to be advantageous to' it and its 

ratepayers. 
~. SoCal's authority to iS8ue and sell. its New Bonds by 

competitive bidding remains in full force and effect. 

&. SoCal should be authorized to issue and sell its remaining 
, 

$60,000,000 of Bonds either by publ,ic offerings through a negotiated 

underwriting, a negotiated private;placement, or by competitive 

bidding. 
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-. 
-". 

7. In the event the New Bond. are .old under the Commi •• 1on·. 

competitive~1dding rule. SoCal'. request that the period of time 

required by the rule for notification of an invitation for bids be 

reduced from five days to one day &IJ granted in D.92710 should apply. 

8. !he money. property. or labor to be procured or paid for by 

the proposed debt securities is reasonably reqQ.ired for the purpo.es 

.pecified in the application. 

9. 1b.ere i. no known opposition to the application and no 

reasons to delay granting the authority requested. 

Conclusion. of Law 

1. A public hearing is not necessary. 

4It 2. The application should be granted to the extent set forth in 

the order which follows .• 

!he proposed 8ecurity issue i8 for lawful purposes and 

the money. property. or labor to be obtained by it 18 required for 

these purposes. Proceeds from the security issue may not be charged 

to operating expenses or income. 

!he following order should be effective on the date of 

signature to enable Sotal to issue and sell its New Bonds 

expeditiously. 

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

1. Southern California Gas Company. on or after the effective 

date of this order and on or before December 3-1, 198-1, may issue, 

sell, and deliver, at one time or from time to time, in one or Dore 

aeries, the $60,000,000 of Firat Mortgage Bonds (New Bond·.) remaining 

un.old of the $130,000.000 authorized under 0.92452, dated December 2, 

1980 supplemented by 0.92710, dated February 13. 19S1. Xheae New 

Bonds may have a maturity date not to exceed 30 years from their date 

of issuance in public offerings effected through negotiated under-

. .. writing~ I.n. Jl~ot~ated .private plac:emen.t, .or·"·alternati~eiy.;':~.Red .. ":. '. ~ '.:" 
~ 'W '--Under' competitive bidding. ' 
'.. _.t,. ~._. ....... . .. ~::_ ...•... : 

2. l'he proposed issuance and sales of Southern California Gas 

Company's New Bonds effected through negotiated underwriting and 

through negotiated private placement are exempted from 'the 

Commission'. competitive bidding rule set forth in 0.38&14, dated 

January 15, 1946 as amended in Ca8e 47&10. 

3. Alternatively, Southern California Gas Company may issue and 

sell its remaining New Bonds by means of a competitive bidding 

effected by newspaper publication. Th.e period of time, between the 

publication of an invitation for bids and the opening of bids for the , 

iS8uance and sales of the New Bonds effected through competitive 
• • 

biddinga Deed not be more than one day. 

-7-



· .. ~. A.60768 RR/'Jllf./AFM/YPSC 

4 •• _ 

4. Southern California Ga. Company .hall apply the proceed • .. 
from the sales of its New Bonds ~o the purposes set forth in A.60005~ 

5. If the New Bonds are .old by competi~ive bidding or by 

negotiaeed public offer1ng~ as .0012 &a available ~ Southe~ Californla 

Ga.s ColDpany .hall f1le~ wit:h the Comm1as10n~ three copies of Its final 

prospectus relating to the New Bonds. 

6-. Southern California Ga. Company ahall file the reports 

required by General Order Series 24. 

7. Within 30 days after the issuance and sales of Ita New 

Bonds ~ Southern California Gas Company shall file ~ with the 

Comm1ss10n~ a report showing why the resulting intereat rate and coae 

'. 

.' , 
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of .oney to the company were the .oat advantageous to- the company 
• , ~ 'l 

and ita ~atepayera. ~. 

3. In all other reapecta D.92452. dated December 2. 1980. 

aupplemented by D.92710. dated February 18:. 198.1 •• hall remain in full 

force and effect. 

this order 18 effective today. 

Dated SEP' 1 1981 • at San Francisco. California • 

. 
" 
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