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The information in this preliminary prospectus supplement is not complete and may be changed. This
preliminary prospectus supplement and the accompanying prospectus are not an offer to sell these securities
and we are not soliciting offers to buy these securities in any jurisdiction where the offer or sale is not
permitted.

SUBJECT TO COMPLETION, DATED MAY 10, 2018

PRELIMINARY PROSPECTUS SUPPLEMENT

(To Prospectus dated February 1, 2018)

$400,000,000

Southern California Gas Company

            % First Mortgage Bonds, Series UU, due 2048

The    % First Mortgage Bonds, Series UU, due 2048 (the �Series UU bonds�) will mature on                , 2048. Interest
on the Series UU bonds will accrue from                , 2018 and will be payable on                 and                 of each year,
beginning on                ,                 . The Series UU bonds will be redeemable prior to maturity, at our option, at the
redemption prices described in this prospectus supplement.

Investing in the Series UU bonds involves risks. See the �Risk Factors� section on page S-4 of this prospectus
supplement.

Per Series
UU Bond Total

Public offering price(1) % $
Underwriting discount % $
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Proceeds to Southern California Gas Company (before expenses)(1) % $

(1) Plus accrued interest from                , 2018 if settlement occurs after that date.
Neither the U.S. Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

We expect the Series UU bonds will be ready for delivery through The Depository Trust Company on or
about                 , 2018.

Joint Book-Running Managers

BNP PARIBAS Mizuho Securities SMBC Nikko US Bancorp
Loop Capital Markets

                , 2018
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This document is in two parts. The first part is this prospectus supplement, which describes the specific terms
of the offering of the Series UU bonds and also adds to and updates information contained in the accompanying
prospectus and the documents incorporated by reference in the accompanying prospectus. The second part is
the accompanying prospectus, which gives more general information, some of which does not apply to the
Series UU bonds. If the description of the Series UU bonds or the offering of the Series UU bonds varies
between this prospectus supplement and the accompanying prospectus, you should rely on the information in
this prospectus supplement.

You should rely only on the information contained or incorporated by reference in this prospectus supplement,
the accompanying prospectus and any related free writing prospectus issued by us. We have not, and the
underwriters have not, authorized anyone to provide you with different information. If anyone provides you
with different or inconsistent information, you should not rely on it. We are offering to sell the Series UU bonds
and seeking offers to buy the Series UU bonds only in jurisdictions where offers and sales are permitted. You
should assume that the information contained in this prospectus supplement, the accompanying prospectus and
any such free writing prospectus is accurate only as of their respective dates and the information contained in
documents incorporated by reference is accurate only as of the respective dates of those documents, in each
case regardless of the time of delivery of this prospectus supplement or the accompanying prospectus or any
such free writing prospectus or any sale of the Series UU bonds. Our business, financial condition, results of
operations and prospects may have changed since those dates.

The distribution of this prospectus supplement, the accompanying prospectus and any related free writing
prospectus filed with the U.S. Securities and Exchange Commission (the �SEC�) and the offering of the Series UU
bonds in certain jurisdictions may be restricted by law. Persons into whose possession this prospectus
supplement, the accompanying prospectus and any such free writing prospectus come should inform
themselves about and observe any such restrictions. This prospectus supplement, the accompanying prospectus
and any such free writing prospectus do not constitute, and may not be used in connection with, an offer or
solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the
person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to
make such offer or solicitation. See �Underwriting (Conflicts of Interest).�

S-i
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FORWARD-LOOKING STATEMENTS AND MARKET DATA

This prospectus supplement, the accompanying prospectus and the documents they incorporate by reference contain,
and any related free writing prospectus issued by us may contain, statements that are not historical fact and constitute
�forward-looking statements� within the meaning of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements are based upon assumptions with respect to the future, involve risks and uncertainties,
and are not guarantees of performance. Future results may differ materially from those expressed in the
forward-looking statements. Unless otherwise expressly stated, these forward-looking statements represent our
estimates and assumptions only as of the respective dates of the documents in which such forward-looking statements
appear. We assume no obligation to update or revise any forward-looking statement as a result of new information,
future events or other factors.

When we use words such as �believes,� �expects,� �anticipates,� �plans,� �estimates,� �projects,� �forecasts,� �contemplates,� �assumes,�
�depends,� �should,� �could,� �would,� �will,� �confident,� �may,� �can,� �potential,� �possible,� �proposed,� �target,� �pursue,� �outlook,�
�maintain,� or similar expressions, or when we discuss our guidance, strategy, plans, goals, opportunities, projections,
initiatives, objectives or intentions, we are making forward-looking statements.

Factors, among others, that could cause our actual results and future actions to differ materially from those described
in any forward-looking statements include risks and uncertainties relating to:

� actions and the timing of actions, including decisions, new regulations, and issuances of permits and other
authorizations by the California Public Utilities Commission, U.S. Department of Energy, California
Division of Oil, Gas, and Geothermal Resources, Federal Energy Regulatory Commission, U.S.
Environmental Protection Agency, Pipeline and Hazardous Materials Safety Administration, California Air
Resources Board, South Coast Air Quality Management District, Los Angeles County Department of Public
Health, states, cities and counties, and other regulatory and governmental bodies in the U.S.;

� the timing and success of business development efforts and construction projects, including risks in
obtaining or maintaining permits and other authorizations on a timely basis, risks in completing construction
projects on schedule and on budget;

� the resolution of civil and criminal litigation and regulatory investigations;

� deviations from regulatory precedent or practice that result in a reallocation of benefits or burdens among
shareholders and ratepayers; denial of approvals of proposed settlements or modifications of settlements; and
delays in, or disallowance or denial of, regulatory agency authorizations to recover costs in rates from
customers or regulatory agency approval for projects required to enhance safety and reliability, any of which
may raise our cost of capital and materially impair our ability to finance our operations;

� the availability of electric power and natural gas, and natural gas pipeline and storage capacity, including
disruptions caused by failures in the transmission grid, moratoriums or limitations on the withdrawal or
injection of natural gas from or into storage facilities, and equipment failures;
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� changes in energy markets; volatility in commodity prices; moves to reduce or eliminate reliance on natural
gas; and the impact on the value of our investments in natural gas storage and related assets from low natural
gas prices, low volatility of natural gas prices and the inability to procure favorable long-term contracts for
storage services;

� risks that our counterparties will be unable or unwilling to fulfill their contractual commitments;

� weather conditions, natural disasters, accidents, equipment failures, computer system outages, explosions,
terrorist attacks and other events that disrupt our operations, damage our facilities and systems, cause the
release of greenhouse gases and harmful emissions, and subject us to third-party

S-1
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liability for property damage or personal injuries, fines and penalties, some of which may not be covered by
insurance (including costs in excess of applicable policy limits), may be disputed by insurers or may
otherwise not be recoverable through regulatory mechanisms or may impact our ability to obtain satisfactory
levels of insurance, to the extent that such insurance is available or not prohibitively expensive;

� cybersecurity threats to the energy grid, storage and pipeline infrastructure, the information and systems used
to operate our businesses and the confidentiality of our proprietary information and the personal information
of our customers and employees;

� capital markets and economic conditions, including the availability of credit and the liquidity of our
investments; and fluctuations in inflation and interest rates and our ability to effectively hedge the risk of
such fluctuations;

� the impact of recent federal tax reform and uncertainty as to how it may be applied, and our ability to
mitigate adverse impacts;

� actions by credit rating agencies to downgrade our credit ratings or to place those ratings on negative
outlook;

� the ability to win competitively bid infrastructure projects against a number of strong and aggressive
competitors; and

� other uncertainties, some of which may be difficult to predict and are beyond our control.
Investing in the Series UU bonds involves risk. You should review and consider carefully the risks, uncertainties and
other factors that affect our business as described herein and in the �Business,� �Risk Factors� and �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� sections and other sections in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2017 and in our Quarterly Report on Form 10-Q for the
quarter ended March 31, 2018, which are incorporated by reference in this prospectus supplement and the
accompanying prospectus. These risks, uncertainties and other factors could cause you to suffer a loss of all or part of
your investment in the Series UU bonds. Before making an investment decision, you should carefully consider these
factors and risks as well as other information contained or incorporated by reference in this prospectus supplement and
the accompanying prospectus and any related free writing prospectus issued by us. Risks and uncertainties not
presently known to us or that we currently deem immaterial may also impair our business operations, financial results
and the value of the Series UU bonds.

We caution you not to rely unduly on any forward-looking statements. You should review and consider carefully the
risks, uncertainties and other factors that affect our business as described herein and in our reports and other
documents on file with the SEC that are incorporated by reference into this prospectus supplement and the
accompanying prospectus and any related free writing prospectus issued by us. You may obtain copies of these reports
and documents as described under �Where You Can Find More Information; Incorporation by Reference� in the
accompanying prospectus.
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This prospectus supplement, the accompanying prospectus and any related free writing prospectus may contain or
incorporate by reference market, demographic and industry data and forecasts that are based on or derived from
independent industry publications, publicly available information and other information from third parties or that have
been compiled or prepared by our management or employees. Although we believe that these third party sources are
reliable, we do not guarantee the accuracy or completeness of information provided by or derived from these third
party sources, and we have not independently verified this information. In addition, market, demographic and industry
data and forecasts that may be included or incorporated by reference in this prospectus supplement, the accompanying
prospectus or any related free writing prospectus may involve estimates, assumptions and other uncertainties and are
subject to change based on various factors, including those discussed under the heading �Risk Factors� contained in this
prospectus supplement and the accompanying prospectus and under similar headings in documents that are
incorporated by reference into the accompanying prospectus. Accordingly, investors should not place undue reliance
on this information.

S-2
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SUMMARY INFORMATION

The following information supplements, and should be read together with, the information contained in the
accompanying prospectus and the documents incorporated by reference herein and therein. You should carefully read
this prospectus supplement and the accompanying prospectus, as well as the documents they incorporate by reference
and any related free writing prospectus issued by us, before making an investment decision. Unless we state otherwise
or the context otherwise requires, references appearing in this prospectus supplement to �we,� �our� and �us� should be read
to refer to Southern California Gas Company.

Southern California Gas Company

We are a natural gas distribution utility and an indirect subsidiary of Sempra Energy, a California-based Fortune 500
energy-services holding company. For additional information concerning us, you should refer to the information
described under the caption �Where You Can Find More Information; Incorporation by Reference� in the accompanying
prospectus.

Our principal executive offices are located at 555 West Fifth Street, Los Angeles, California 90013 and our telephone
number is (213) 244-1200.

S-3
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RISK FACTORS

Investment in the Series UU bonds involves risks. You should carefully consider the risk factors incorporated into this
prospectus supplement and the accompanying prospectus by reference to our most recent Annual Report on Form
10-K and our subsequent Quarterly Report on Form 10-Q and all other information contained or incorporated by
reference into this prospectus supplement and the accompanying prospectus, as updated by our subsequent filings
under the Securities Exchange Act of 1934, as amended, as well as any free writing prospectus we may provide you in
connection with this offering, before acquiring any of such bonds. The occurrence of any of these risks might cause
you to lose all or part of your investment in the Series UU bonds. See also �Forward-Looking Statements and Market
Data.�

S-4
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USE OF PROCEEDS

The net proceeds from the sale of the Series UU bonds will be approximately $                million (after deducting the
underwriting discount but before deducting our estimated offering expenses), and will become part of our general
treasury funds. We intend to use these net proceeds to repay outstanding commercial paper bearing interest at rates up
to 1.9% per annum and maturing at various dates in May 2018. We estimate that the expenses for this offering payable
by us, excluding the underwriting discount, will be approximately $500,000.

As described above, net proceeds from this offering will be used to repay outstanding commercial paper. One or more
of the underwriters participating in this offering and/or their affiliates may hold positions in our commercial paper and
one or more of the underwriters act as dealers under our commercial paper program. To the extent that net proceeds
from this offering are applied to repay our commercial paper held by any of the underwriters or their affiliates, they
will receive proceeds of this offering through the repayment of that indebtedness. If 5% or more of the net proceeds of
this offering (not including the underwriting discount) is used to repay our outstanding indebtedness held by at least
one of the underwriters or their affiliates, this offering will be conducted in accordance with FINRA Rule 5121. In
such event, such underwriter or underwriters will not confirm sales of the Series UU bonds to accounts over which
they exercise discretionary authority without the prior written approval of the customer. See �Underwriting (Conflicts
of Interest)�Conflicts of Interest.�

S-5
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SUPPLEMENTAL DESCRIPTION OF FIRST MORTGAGE BONDS

The Series UU bonds offered by this prospectus supplement are a series of our first mortgage bonds as described
below and in the accompanying prospectus. The Series UU bonds will be issued under a supplemental indenture and
the mortgage bond indenture referred to in the accompanying prospectus, each between us, as issuer, and U.S. Bank
National Association, as successor trustee. We have summarized below selected provisions of the Series UU bonds
and the supplemental indenture applicable to the Series UU bonds. The summary of the provisions of our first
mortgage bonds contained in the accompanying prospectus applies to the Series UU bonds, except that the summary
of selected provisions of the Series UU bonds and the supplemental indenture set forth below supplements and, to the
extent inconsistent, supersedes and replaces the description of the general terms and provisions of our first mortgage
bonds and the mortgage bond indenture contained in the accompanying prospectus. This summary is not complete and
is qualified by reference to provisions of the Series UU bonds, the supplemental indenture and the mortgage bond
indenture. Terms used in this section but not defined have the meanings given to those terms in the accompanying
prospectus or, if not defined in the accompanying prospectus, in the supplemental indenture or the mortgage bond
indenture. As used in this section, references to the �indenture� mean the mortgage bond indenture (as defined in the
accompanying prospectus), and as used in this section and under the caption �Description of First Mortgage Bonds� in
the accompanying prospectus, references to �we,� �our� and �us� mean Southern California Gas Company excluding its
subsidiaries, unless otherwise expressly stated or the context otherwise requires.

General

The Series UU bonds will constitute a series of first mortgage bonds under the indenture, initially limited to
$400 million aggregate principal amount.

The Series UU bonds will mature on                 , 2048. The Series UU bonds will bear interest at the rate of
                % per annum, accruing from                 , 2018. Interest on the Series UU bonds will be payable semiannually
in arrears on                 and                 of each year (each an �interest payment date�), commencing                 ,                 ,
to the persons in whose names the Series UU bonds are registered at the close of business on the                 or
                , as the case may be, next preceding those interest payment dates. Interest on the Series UU bonds will be
calculated on the basis of a 360-day year consisting of twelve 30-day months.

The Series UU bonds will be redeemable prior to maturity, at our option, at the prices set forth below under the
caption ��Optional Redemption.� The Series UU bonds will not be subject to a sinking fund.

At March 31, 2018, we had outstanding $3.0 billion of first mortgage bonds issued under the indenture, and the Net
Investment in Mortgaged Property (as defined in the accompanying prospectus) subject to the lien of the indenture
was approximately $8.5 billion. For the twelve months ended March 31, 2018 and without giving effect to the
issuance of the Series UU bonds, the Net Earnings of the Corporation Available for Interest (as defined in the
accompanying prospectus) were approximately 10 times the annual interest charges on our first mortgage bonds
outstanding under the indenture.

Optional Redemption

Prior to                 ,                (the �Par Call Date�), we may at our option redeem the Series UU bonds, at any time in
whole or from time to time in part, at a redemption price for any redemption date equal to the greater of the following
amounts:
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� 100% of the principal amount of the Series UU bonds being redeemed on that redemption date; or

� the sum of the present values of the remaining scheduled payments of principal and interest on the Series UU
bonds being redeemed on that redemption date (not including any portion of any payments of accrued and
unpaid interest to that redemption date) that would be due if the Series UU bonds

S-6
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matured, and accrued and unpaid interest was payable, on the Par Call Date, discounted to that redemption
date on a semiannual basis at the Adjusted Treasury Rate (as defined below) plus                basis points, as
determined by the Independent Investment Banker (as defined below),

plus, in each case, accrued and unpaid interest on the Series UU bonds being redeemed to that redemption date.

On and after the Par Call Date, we may at our option redeem the Series UU bonds, at any time in whole or from time
to time in part, at a redemption price equal to 100% of the principal amount of the Series UU bonds being redeemed,
plus accrued and unpaid interest on the Series UU bonds being redeemed to the redemption date.

Notwithstanding the foregoing, installments of interest on Series UU bonds that are due and payable on any interest
payment date falling on or prior to a redemption date will be payable on that interest payment date to the registered
holders thereof as of the close of business on the relevant record date according to the terms of the Series UU bonds
and the indenture. The redemption price will, if applicable, be calculated on the basis of a 360-day year consisting of
twelve 30-day months.

Notice of any redemption will be mailed at least 30 days, but not more than 60 days, before the redemption date to
each registered holder of the Series UU bonds to be redeemed. Once notice of redemption is mailed, the Series UU
bonds called for redemption will become due and payable on the redemption date and at the applicable redemption
price, plus accrued and unpaid interest to the redemption date. Redemption will not be conditional upon receipt by the
trustee of monies sufficient to pay the redemption price.

Unless we default in payment of the redemption price, on and after the redemption date interest will cease to accrue on
the Series UU bonds or portions thereof called for redemption. We will pay the redemption price and any accrued
interest once the Series UU bonds are surrendered for redemption. If only a portion of any Series UU bonds is
redeemed, the trustee will deliver new Series UU bonds for the remaining portion without charge.

�Adjusted Treasury Rate� means, with respect to any redemption date, the rate per annum equal to the semiannual
equivalent yield to maturity of the Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for such redemption date.

�Comparable Treasury Issue� means, with respect to any redemption date, the United States Treasury security selected
by the Independent Investment Banker as having a maturity comparable to the remaining term of the Series UU bonds
to be redeemed on such redemption date (assuming the Series UU bonds matured on the Par Call Date) that would be
utilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of
corporate debt securities of comparable maturity to the remaining term of such Series UU bonds (assuming the Series
UU bonds matured on the Par Call Date).

�Comparable Treasury Price� means, with respect to any redemption date, (A) the average of the Reference Treasury
Dealer Quotations for such redemption date, or (B) if only one Reference Treasury Dealer Quotation is received, such
quotation.

�Independent Investment Banker� means, with respect to any redemption date, one of the Reference Treasury Dealers
appointed by us to act as the �Independent Investment Banker.�

�Reference Treasury Dealers� means, with respect to any redemption date, (A) BNP Paribas Securities Corp. and
Mizuho Securities USA LLC (or their respective affiliates which are Primary Treasury Dealers (as defined below)),
and their respective successors, provided, however, that if any of the foregoing shall cease to be a primary U.S.
Government securities dealer in the United States (a �Primary Treasury Dealer�), we will substitute therefor another
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Primary Treasury Dealer; (B) one Primary Treasury Dealer selected by SMBC Nikko Securities America, Inc. and its
successors; (C) one Primary Treasury Dealer selected by U.S. Bancorp Investments, Inc. and its successors; and
(D) any other Primary Treasury Dealer(s) selected by us.
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�Reference Treasury Dealer Quotation� means, with respect to each Reference Treasury Dealer and any redemption
date, the average, as determined by us, of the bid and asked prices for the Comparable Treasury Issue (expressed in
each case as a percentage of its principal amount) quoted in writing to us by such Reference Treasury Dealer at 5:00
p.m. (New York City time) on the third business day preceding such redemption date. As used in the preceding
sentence, �business day� means any day (other than a Saturday or Sunday) on which banking institutions in The City of
New York are not authorized or obligated by law or executive order to remain closed.

In the event that we elect to redeem only a portion of the outstanding Series UU bonds, (a) the bonds to be redeemed
shall be selected as provided in the indenture and, in the case of bonds represented by a global security (as defined
below), in accordance with the procedures of The Depository Trust Company and (b) in the case of any Series UU
bond being redeemed in part, the principal amount redeemed must be $1,000 or an integral multiple of $1,000 and the
remaining principal amount must be an authorized denomination.

Defeasance

The defeasance provisions of the indenture described in the accompanying prospectus under �Description of First
Mortgage Bonds�Defeasance, Cancellation and Discharge� will apply to the Series UU bonds. We may effect
defeasance by paying the principal of and premium, if any, and interest on the outstanding first mortgage bonds and/or
by depositing with the trustee or another depositary sufficient funds to pay the principal of and premium, if any, and
interest on all then outstanding first mortgage bonds to maturity or any earlier redemption date and/or by surrendering
to the trustee for cancellation all first mortgage bonds for which payment is not so provided. As a condition to the
satisfaction of the indenture (but not as a condition to the release of the mortgaged property), in addition to the other
conditions of defeasance specified in the indenture, we will be required to deliver an opinion of counsel to the effect
that a holder of Series UU bonds will not recognize income, gain or loss for federal income tax purposes as a result of
the defeasance and will be subject to federal income tax on the same amounts, at the same times and in the same
manner as if that defeasance had not occurred. The opinion of counsel must be based upon a ruling of the Internal
Revenue Service or a change in law after the date on which the Series UU bonds are first issued, which is expected to
be                 , 2018.

Other

We may, from time to time, without notice to or the consent of the holders of the Series UU bonds, increase the
principal amount of this series of first mortgage bonds under the indenture and issue such increased principal amount,
or any portion thereof. Any additional Series UU bonds so issued shall have the same form and terms (other than
offering price, the date of original issuance and, under certain circumstances, the date from which interest thereon
shall begin to accrue and the first interest payment date) as the Series UU bonds previously issued and shall form a
single series of first mortgage bonds under the indenture with the previously issued Series UU bonds.

The Series UU bonds initially will be issued in book-entry form and represented by one or more Series UU bonds in
global form (the �global securities�) deposited with, or on behalf of, The Depository Trust Company, as depositary (as
defined in the accompanying prospectus), and registered in the name of Cede & Co., its nominee. This means that you
will not be entitled to receive a certificate for the Series UU bonds that you purchase except in limited circumstances
described in the accompanying prospectus under the caption �Global Securities.� The Series UU bonds will be issued
only in fully registered form without coupons, in denominations of $1,000, $5,000, $10,000, $25,000 and integral
multiples of $25,000 in excess thereof. For additional information regarding Series UU bonds in global form and the
depositary�s book-entry system, see �Global Securities� in the accompanying prospectus.
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In the case of Series UU bonds represented by global securities, we will make payments to the depositary or its
nominees as the registered holder of such Series UU bonds, by wire transfer of immediately available funds. If
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Series UU bonds are issued in definitive certificated form under the limited circumstances described under the caption
�Global Securities� in the accompanying prospectus, we will have the option of paying interest on the Series UU bonds
in definitive certificated form by check mailed to the addresses of the persons entitled to payment or by wire transfer
to bank accounts in the United States designated in writing to the trustee at least 15 days before any interest payment
date by the persons entitled to payment.

We will maintain a paying agent and transfer agent for the Series UU bonds in San Francisco, California and, if Series
UU bonds are issued in definitive certificated form under the limited circumstances described under the caption
�Global Securities� in the accompanying prospectus, in the Borough of Manhattan, The City of New York. The trustee
will act as initial paying agent and transfer agent for the Series UU bonds through its offices in San Francisco,
California.

S-9
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UNDERWRITING (CONFLICTS OF INTEREST)

Under the terms and subject to the conditions contained in an underwriting agreement, the underwriters named below,
for whom BNP Paribas Securities Corp., Mizuho Securities USA LLC, SMBC Nikko Securities America, Inc. and
U.S. Bancorp Investments, Inc. are acting as representatives, have agreed, severally and not jointly, to purchase, and
we have agreed to sell to them, severally and not jointly, the respective principal amount of the Series UU bonds set
forth opposite their respective names below.

Name
Principal Amount of
Series UU Bonds

BNP Paribas Securities Corp. $
Mizuho Securities USA LLC
SMBC Nikko Securities America, Inc.
U.S. Bancorp Investments, Inc.
Loop Capital Markets LLC

Total $ 400,000,000

The underwriting agreement provides that the obligation of the several underwriters to pay for and accept delivery of
the Series UU bonds is subject to the approval of certain legal matters by their counsel and to certain other conditions.
The underwriters are obligated to take and pay for all the Series UU bonds if any are taken. The offering of the Series
UU bonds by the underwriters is subject to receipt and acceptance and to the underwriters� right to reject any order in
whole or in part.

We have been advised by the underwriters that the underwriters propose to offer the Series UU bonds to the public
initially at the public offering price set forth on the cover page of this prospectus supplement and may offer the Series
UU bonds to certain dealers at such price less a concession not in excess of        % of the principal amount of the
Series UU bonds. The underwriters may allow, and such dealers may reallow, a concession not in excess of        % of
the principal amount of the Series UU bonds on sales to certain other dealers. After the initial public offering, the
price to investors and concessions may be changed.

The Series UU bonds are a new issue of securities with no established trading market. There can be no assurance of a
secondary market for the Series UU bonds or the continued liquidity of such market if one develops. The underwriters
have informed us that they intend to make a market in the Series UU bonds but are under no obligation to do so and
such market making may be terminated at any time without notice.

In order to facilitate the offering of the Series UU bonds, the representatives of the underwriters, or any of their
respective affiliates, may engage in transactions that stabilize, maintain or otherwise affect the market price of the
Series UU bonds. Specifically, the underwriters may overallot in connection with the offering, creating a short
position in the Series UU bonds for their own account. In addition, to cover overallotments or to stabilize the price of
the Series UU bonds, the representatives may bid for, and purchase, the Series UU bonds in the open market. Any of
these activities may stabilize or maintain the market price of the Series UU bonds above independent market levels.
The underwriters are not required to engage in these activities, and may end any of these activities at any time.
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The underwriters also may impose a penalty bid. This occurs when a particular underwriter repays to the underwriters
a portion of the underwriting discount received by it because the representatives have repurchased Series UU bonds
sold by or for the account of such underwriter in stabilizing or short covering transactions.

These activities by the underwriters may stabilize, maintain or otherwise affect the market price of the Series UU
bonds. As a result, the market price of the Series UU bonds may be higher than the price that otherwise might exist in
the open market. If these activities are commenced, they may be discontinued by the underwriters at any time. These
transactions may be effected in the over-the-counter market or otherwise.
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Neither we nor any of the underwriters makes any representation or prediction as to the direction or magnitude of any
effect that any of the transactions described above may have on the market price of the Series UU bonds. In addition,
neither we nor any of the underwriters makes any representation that any of these transactions will be engaged in or
that the transactions, once commenced, will not be discontinued without notice.

The underwriters and their respective affiliates are full service financial institutions engaged in various activities,
which may include securities trading, commercial and investment banking, financial advisory, investment
management, investment research, principal investment, hedging, financing and brokerage activities. Some or all of
the underwriters and/or their affiliates are acting as lenders to, and/or have from time to time performed and/or are
performing certain investment banking, advisory, general financing, trustee and commercial banking and other
commercial transactions and services for, us and/or our affiliates for which they have received and in the future may
receive customary fees and expenses. The underwriters and their affiliates may, from time to time, engage in other
transactions with or perform other services for us and our affiliates in the ordinary course of their business for which
they receive customary fees and expenses.

In addition, in the ordinary course of their business activities, the underwriters and their respective affiliates may make
or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities) and
financial instruments (including bank loans) for their own account and for the accounts of their customers, and such
investment and securities activities may involve securities and/or instruments of ours or our affiliates. If any of the
underwriters or their affiliates has a lending relationship with us, certain of those underwriters or their affiliates
routinely hedge, and certain other of those underwriters or their affiliates may hedge, their credit exposure to us
consistent with their customary risk management policies. Typically, these underwriters and their affiliates would
hedge such exposure by entering into transactions which may consist of either the purchase of credit default swaps or
the creation of short positions in our securities, including potentially the Series UU bonds offered hereby. Any such
credit default swaps or short positions could adversely affect trading prices of the Series UU bonds offered hereby.
The underwriters and their affiliates may also make investment recommendations and/or publish or express
independent research views in respect of such securities or financial instruments and may hold, or recommend to
clients that they acquire, long and/or short positions in such securities and instruments.

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the
Securities Act of 1933, as amended, or to contribute to payments the underwriters may be required to make because of
any of those liabilities.

Expenses payable by us in connection with the offering of the Series UU bonds, excluding the underwriting discount,
are estimated at $500,000.

Conflicts of Interest

As described in this prospectus supplement under �Use of Proceeds,� net proceeds of this offering will be used to repay
outstanding commercial paper. One or more of the underwriters participating in this offering and/or their affiliates
may hold positions in our commercial paper and one or more of the underwriters act as dealers under our commercial
paper program. To the extent that net proceeds from this offering are applied to repay our commercial paper held by
any of the underwriters or their affiliates, they will receive proceeds of this offering through the repayment of that
indebtedness. If 5% or more of the net proceeds of this offering (not including the underwriting discount) is used to
repay our outstanding indebtedness held by at least one of the underwriters or their affiliates, this offering will be
conducted in accordance with FINRA Rule 5121. In such event, such underwriter or underwriters will not confirm
sales of the Series UU bonds to accounts over which they exercise discretionary authority without the prior written
approval of the customer.
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LEGAL MATTERS

Latham & Watkins LLP will pass upon the validity of the Series UU bonds and various other legal matters relating to
the issuance and sale of the Series UU bonds on behalf of Southern California Gas Company. Sharon Tomkins, Vice
President and General Counsel of Southern California Gas Company, will pass upon certain other legal matters
relating to the issuance and sale of the Series UU bonds on behalf of Southern California Gas Company. Sidley Austin
LLP, San Francisco, California will act as counsel for the underwriters. Sidley Austin LLP from time to time
represents Sempra Energy and certain of its subsidiaries in connection with certain legal matters.

EXPERTS

The financial statements incorporated by reference in this prospectus supplement and in the accompanying prospectus
from Southern California Gas Company�s Annual Report on Form 10-K for the year ended December 31, 2017 and the
effectiveness of Southern California Gas Company�s internal control over financial reporting have been audited by
Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their reports, which are
incorporated herein and therein by reference. Such financial statements have been so incorporated in reliance upon the
reports of such firm given upon their authority as experts in accounting and auditing.

S-12
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PROSPECTUS

$1,850,000,000

SOUTHERN CALIFORNIA GAS COMPANY

Senior Debt Securities

First Mortgage Bonds

Series Preferred Stock

We may offer and sell senior debt securities, first mortgage bonds and series preferred stock, without par value, from
time to time in one or more offerings. The senior debt securities, the first mortgage bonds and the series preferred
stock are collectively referred to in this prospectus as the �offered securities.� This prospectus provides you with a
general description of the offered securities.

Each time we sell offered securities we will provide a supplement to this prospectus that contains specific information
about the offering and the amounts, prices and terms of the particular offered securities being offered at that time. The
supplement may also add, update or change information contained in this prospectus with respect to that offering. You
should carefully read this prospectus and the applicable prospectus supplement before you invest in any of the offered
securities.

We may offer and sell any offered securities described in this prospectus and any prospectus supplement to or through
one or more underwriters, dealers and agents, or directly to purchasers, or through a combination of these methods. If
any underwriters, dealers or agents are involved in the sale of any offered securities, their names and any applicable
purchase price, fee, commission or discount arrangement between or among them will be set forth, or will be
calculable from the information set forth, in the applicable prospectus supplement. See the sections of this prospectus
entitled �About this Prospectus� and �Plan of Distribution� for more information. No offered securities may be sold
without delivery of this prospectus and the applicable prospectus supplement describing the method and terms of the
offering of such offered securities.

Investing in the offered securities involves risks. See the information under the heading �Risk Factors� on page 2
of this prospectus, and any similar section contained in the applicable prospectus supplement, concerning
factors you should consider before investing in the offered securities.
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Neither the U.S. Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

The date of this prospectus is February 1, 2018
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ABOUT THIS PROSPECTUS

This prospectus is part of a �shelf� registration statement that we filed with the United States Securities and Exchange
Commission, or the �SEC.� By using a shelf registration statement, we may sell up to $1,850,000,000 aggregate offering
price of any combination of the offered securities described in this prospectus from time to time and in one or more
offerings. This prospectus only provides you with a general description of the offered securities that we may offer.
Each time that we offer and sell offered securities, we will provide a prospectus supplement to this prospectus that
contains specific information about the offered securities being offered and sold and the specific terms of that offering.
We may also authorize one or more free writing prospectuses to be provided to you that may contain material
information relating to that offering. The prospectus supplement or free writing prospectus may also add, update or
change information contained in this prospectus with respect to that offering. If there is any inconsistency between the
information in this prospectus and the applicable prospectus supplement or free writing prospectus, you should rely on
the prospectus supplement or free writing prospectus, as applicable. Before purchasing any securities, you should
carefully read both this prospectus and the applicable prospectus supplement (and any applicable free writing
prospectus), together with the additional information described under the heading �Where You Can Find More
Information; Incorporation by Reference.�

We have not authorized anyone to provide you with any information or to make any representations other than those
contained in this prospectus, any applicable prospectus supplement or any free writing prospectuses prepared by or on
behalf of us or to which we have referred you. We take no responsibility for, and can provide no assurance as to the
reliability of, any other information that others may give you. We will not make an offer to sell the offered securities
in any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in this
prospectus and the applicable prospectus supplement to this prospectus is accurate only as of the date on its respective
cover, that the information appearing in any applicable free writing prospectus is accurate only as of the date of that
free writing prospectus, and that any information incorporated by reference is accurate only as of the date of the
document incorporated by reference, unless we indicate otherwise. Our business, financial condition, results of
operations and prospects may have changed since those dates. This prospectus incorporates by reference, and any
prospectus supplement or free writing prospectus may contain and incorporate by reference, market, demographic and
industry data and forecasts that are based on or derived from independent industry publications, publicly available
information and other information from third parties or that have been compiled or prepared by our management or
employees. Although we believe that these third party sources are reliable, we do not guarantee the accuracy or
completeness of information provided by or derived from these third party sources, and we have not independently
verified this information. In addition, market, demographic and industry data and forecasts that may be included or
incorporated by reference in this prospectus, any prospectus supplement or any free writing prospectus may involve
estimates, assumptions and other uncertainties and are subject to change based on various factors, including those
discussed under the heading �Risk Factors� contained in this prospectus, the applicable prospectus supplement and any
related free writing prospectus, and under similar headings in documents that are incorporated by reference into this
prospectus. Accordingly, investors should not place undue reliance on this information.

i
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SOUTHERN CALIFORNIA GAS COMPANY

We are the nation�s largest natural gas distribution utility and an indirect subsidiary of Sempra Energy, a
California-based Fortune 500 company. For additional information concerning us, you should refer to the information
described under the caption �Where You Can Find More Information; Incorporation by Reference� in this prospectus.

Our principal executive offices are located at 555 West Fifth Street, Los Angeles, California 90013 and our telephone
number is (213) 244-1200. Our web site is www.socalgas.com. This reference to our web site is not an active
hyperlink and the information found on our web site does not constitute a part of this prospectus.

The terms �we,� �our� and �us� are used in this document for purposes of convenience and, unless otherwise expressly
stated, are intended to refer to Southern California Gas Company and its subsidiaries (if any), either individually or
collectively, as the context may require. When we refer to �you,� we mean the potential purchasers of the applicable
offered securities.

1
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RISK FACTORS

Investment in any offered securities offered pursuant to this prospectus and the applicable prospectus supplement
involves risks. You should carefully consider the risk factors incorporated by reference to our most recent Annual
Report on Form 10-K, any subsequent Quarterly Reports on Form 10-Q and Current Reports on Form 8-K filed (and
not furnished) by us with the SEC subsequent to the last day of the fiscal year covered by our most recent Annual
Report on Form 10-K and all other information contained or incorporated by reference into this prospectus, as updated
by our subsequent filings under the Securities Exchange Act of 1934, as amended, that are also incorporated by
reference in this prospectus, and the risk factors and other information contained in the applicable prospectus
supplement and any applicable free writing prospectus before acquiring any of such offered securities. The occurrence
of any of these risks might cause you to lose all or part of your investment in the offered securities.

2
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USE OF PROCEEDS

Unless stated otherwise in the applicable prospectus supplement, we will use the net proceeds from the sale of the
offered securities to expand and improve our utility plant, to refund and retire indebtedness, for working capital and
other general corporate purposes and to replenish funds previously expended for these purposes.

RATIOS OF EARNINGS TO FIXED CHARGES AND OF EARNINGS TO COMBINED FIXED

CHARGES AND PREFERRED STOCK DIVIDENDS

The following table sets forth the ratios of our earnings to fixed charges and of our earnings to combined fixed
charges and preferred stock dividends for each of the years in the five-year period ended December 31, 2016 and for
the nine months ended September 30, 2017:

Nine
Months
Ended

September 30,
2017

Years Ended December 31,

2016 2015 2014 2013 2012
Ratio of earnings to fixed charges 5.12 5.35 6.74 6.96 7.23 5.72
Ratio of earnings to combined fixed charges and preferred
stock dividends 5.07 5.26 6.61 6.79 7.05 5.58
For information regarding how these ratios were calculated, please see Exhibit 12.3 to our Quarterly Report on Form
10-Q for the nine months ended September 30, 2017.

3
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DESCRIPTION OF OFFERED SECURITIES

The following is a general description of some of the terms and provisions of the offered securities. These descriptions
are not a complete description of the terms and provisions of each offered security. Any prospectus supplement and
any free writing prospectus will describe additional terms and provisions of the offered securities offered thereby. The
prospectus supplement or any free writing prospectus may also add, update or change the terms and provisions of the
offered securities as described in this prospectus. For more information about the offered securities, please refer to:

� the form of the indenture between us and U.S. Bank National Association, as trustee, relating to the issuance
of each series of senior debt securities by us (the �senior indenture�);

� the first mortgage indenture dated October 1, 1940 (the �original indenture�) between us and U.S. Bank
National Association, as successor trustee, relating to the issuance of each series of first mortgage bonds by
us, as amended by supplemental indentures dated as of August 1, 1955, December 1, 1956, June 1,
1965, August 1, 1972, May 1, 1976 and September 15, 1981 (collectively, the �mortgage bond indenture�);
and

� the applicable certificate of determination establishing the designation and terms of any series of our series
preferred stock we are offering hereunder, which will be filed as an exhibit to the registration statement of
which this prospectus is a part or a document incorporated by reference herein, and the description of our
series preferred stock contained in our restated articles of incorporation.

These documents or forms of these documents are or will be filed as exhibits to the registration statement of which
this prospectus is a part or a document incorporated by reference herein. The indentures are subject to and governed
by the Trust Indenture Act of 1939, as amended, and may be supplemented or amended from time to time.

4
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DESCRIPTION OF SENIOR DEBT SECURITIES

Unless indicated differently in a prospectus supplement or a free writing prospectus, the following is a general
description of some of the terms and provisions of the senior debt securities we may offer and sell by this prospectus.
In this section, references to �indenture� mean the senior indenture and references to �we,� �our� and �us� mean, unless
otherwise expressly stated or the context otherwise requires, Southern California Gas Company excluding its
subsidiaries (if any).

The senior debt securities will be governed by the indenture. The indenture gives us broad authority to set the
particular terms of each series of senior debt securities, including the right to modify certain of the terms contained in
the indenture. The particular terms of a series of senior debt securities and the extent, if any, to which the particular
terms of the series modify the terms of the indenture will be described in the accompanying prospectus supplement, or
a free writing prospectus, relating to such series of senior debt securities.

The indenture contains the full legal text of the matters described in this section. The following description of certain
provisions of the indenture and our senior debt securities is not complete and is subject to and qualified in its entirety
by reference to all the provisions of the indenture, including definitions of terms used in the indenture, and by the
certificates evidencing the debt securities of each series, copies of which have been or will be filed or incorporated by
reference as exhibits to the registration statement of which this prospectus is a part or to a document incorporated by
reference in this prospectus and which may be obtained as described under �Where You Can Find More Information;
Incorporation by Reference.� We also include references in parentheses to particular sections of the indenture.
Whenever we refer to particular sections or defined terms of the indenture in this prospectus or in a prospectus
supplement, those sections or defined terms are incorporated by reference into this prospectus or the applicable
prospectus supplement. This description also is subject to and qualified by reference to the description of the
particular terms of a particular series of senior debt securities described in the applicable prospectus supplement or
free writing prospectus.

General

We may issue an unlimited amount of senior debt securities under the indenture in one or more series. We are not
required to issue all senior debt securities of one series at the same time and, unless otherwise provided in a prospectus
supplement, we may reopen a series, without the consent of the holders of the senior debt securities of that series, for
issuances of additional senior debt securities of that series. The senior debt securities will be our unsecured
obligations.

Prior to the issuance of each series of senior debt securities, the terms of the particular securities will be specified in
either a supplemental indenture or a board resolution and one or more officers� certificates. We refer you to the
applicable prospectus supplement for a description of the following terms of each series of senior debt securities:

� the title of the senior debt securities;

� any limit upon the aggregate principal amount of the senior debt securities;

� the date or dates on which principal will be payable or the method of determining such date or dates;
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� the rate or rates or method of determination of interest; the date or dates from which interest will accrue; the
dates on which interest will be payable, which we refer to as the �interest payment dates�; the manner (if any)
of determination of such interest payment dates; and any record dates for the interest payable on the interest
payment dates;

� any obligation or option we have to redeem or purchase senior debt securities, or any option of the registered
holder to require us to redeem or repurchase senior debt securities, and the terms and conditions upon which
the senior debt securities will be redeemed or purchased;
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� the denominations in which the senior debt securities will be issuable, if other than denominations of $1,000
and any integral multiple thereof;

� whether the senior debt securities are to be issued in whole or in part in the form of one or more global debt
securities and, if so, the identity of the depositary for the global debt securities;

Other intangibles, net of accumulated amortization of $48,003 and $42,435, respectively 88,257 6,330
Deferred income taxes 15,229 44,756
Advances to OFS BrightWave, LLC � 13,361
Other assets 21,573 17,004
Total Assets $ 1,047,551 $ 739,781

Liabilities and Stockholders� Equity
Accounts payable $ 60,227 $ 14,659
Other accrued liabilities 106,761 35,377
Current portion of long-term debt 22,000 �
Total current liabilities 188,988 50,036
Long-term debt 306,300 183,300
Pension and postretirement benefit liabilities 97,522 30,397
Other noncurrent liabilities 27,149 20,342
Total Liabilities 619,959 284,075
Commitments and contingencies
Stockholders� Equity:
Preferred stock, $.01 par value; Authorized shares: 20,000,000; Issued and outstanding shares: None at June
30, 2004 and December 31, 2003 � �
Common stock, $.01 par value; Authorized shares: 300,000,000; Issued shares, including treasury stock:
64,167,545 at June 30, 2004 and 61,861,376 at December 31, 2003; Issued and outstanding shares: 53,967,545
at June 30, 2004 and 59,318,276 at December 31, 2003 641 619
Additional paid-in capital 423,946 384,889
Retained earnings 158,699 90,955
Accumulated other comprehensive loss (10,159 ) (7,533 )
Treasury stock, at cost: 10,200,000 shares at June 30, 2004 and 2,543,100 at December 31, 2003 (145,535 ) (13,224 )
Total Stockholders' Equity 427,592 455,706
Total Liabilities and Stockholders� Equity $ 1,047,551 $ 739,781

See notes to condensed consolidated financial statements.
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CommScope, Inc.
Condensed Consolidated Statements of Cash Flows

(Unaudited�In thousands)

Six Months Ended
June 30,
2004 2003

Operating Activities:
Net income (loss) $ 67,744 $ (54,448 )
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation and amortization 30,253 17,433
In-process research and development charges 3,894 �
Gain on OFS BrightWave, LLC transaction, pretax (132,425 ) �
Impairment of note receivable from OFS BrightWave, LLC, pretax 11,098 �
Equity in losses of OFS BrightWave, LLC, pretax 2,258 59,970
Impairment charges for fixed assets � 31,728
Deferred income taxes 26,968 (27,463 )
Tax benefit from stock option exercises 909 �
Changes in assets and liabilities:
Accounts receivable (34,997 ) (5,750 )
Inventories 42,578 (338 )
Prepaid expenses and other current assets (1,196 ) (4,584 )
Accounts payable and other accrued liabilities 34,649 2,965
Other noncurrent liabilities 6,680 2,609
Other (443 ) 478
Net cash provided by operating activities 57,970 22,600
Investing Activities:
Additions to property, plant and equipment (4,507 ) (2,512 )
Acquisition of Connectivity Solutions (293,375 ) �
Proceeds from disposal of fixed assets 170 75
Net cash used in investing activities (297,712 ) (2,437 )
Financing Activities:
Proceeds from issuance of long-term debt 75,000 �
Principal payments on long-term debt (7,500 ) �
Proceeds from issuance of convertible debentures 250,000 �
Repayment of convertible notes (172,500 ) �
Proceeds from issuance of stock 32,853 �
Long-term financing costs (10,656 ) (1,195 )
Proceeds from exercise of stock options 5,817 �
Net cash provided by (used in) financing activities 173,014 (1,195 )
Effect of exchange rate changes on cash (246 ) 1,211
Change in cash and cash equivalents (66,974 ) 20,179
Cash and cash equivalents, beginning of period 206,038 120,102
Cash and cash equivalents, end of period $ 139,064 $ 140,281

See notes to condensed consolidated financial statements.
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CommScope, Inc.
Condensed Consolidated Statements of Stockholders� Equity

and Comprehensive Income (Loss)
(Unaudited�In thousands, except share amounts)

Six Months Ended
June 30,
        2004                2003        

Number of common shares outstanding:
Balance at beginning of period 59,318,276 59,219,567
Issuance of shares to Avaya Inc. 1,761,538 �
Shares received from Furukawa in OFS BrightWave, LLC transaction (7,656,900 ) �
Issuance of shares for stock option exercises 544,631 �
Balance at end of period 53,967,545 59,219,567
Common stock:
Balance at beginning of period $ 619 $ 618
Issuance of shares to Avaya Inc. 18 �
Issuance of shares for stock option exercises 4 �
Balance at end of period $ 641 $ 618
Additional paid-in capital:
Balance at beginning of period $ 384,889 $ 383,541
Issuance of shares to Avaya Inc. 32,335 �
Issuance of shares for stock option exercises 5,813 �
Tax benefit from stock option exercises 909 �
Balance at end of period $ 423,946 $ 383,541
Retained earnings:
Balance at beginning of period $ 90,955 $ 161,515
Net income (loss) 67,744 (54,448 )
Balance at end of period $ 158,699 $ 107,067
Accumulated other comprehensive loss:
Balance at beginning of period $ (7,533 ) $ (14,915 )
Other comprehensive income (loss) (2,626 ) 6,867
Balance at end of period $ (10,159 ) $ (8,048 )
Treasury stock, at cost:
Balance at beginning of period $ (13,224 ) $ (13,224 )
Value of shares received from Furukawa in OFS BrightWave, LLC transaction (132,311 ) �
Balance at end of period $ (145,535 ) $ (13,224 )
Total stockholders� equity $ 427,592 $ 469,954

Three Months Ended
June 30,

Six Months Ended
June 30,

      2004            2003            2004            2003      
Comprehensive income (loss):
Net income (loss) $ 84,114 $ (51,375 ) $ 67,744 $ (54,448 )
Other comprehensive income (loss), net of tax:
Foreign currency translation gain (loss)�foreign subsidiaries 816 (552 ) 780 (621 )
Foreign currency transaction gain (loss) on long-term
intercompany loans�foreign subsidiaries (2,247 ) 6,953 (3,409 ) 9,149
Gain (loss) on derivative financial instrument designated as a
net investment hedge (115 ) (850 ) 3 (1,661 )
Total other comprehensive income (loss), net of tax (1,546 ) 5,551 (2,626 ) 6,867
Total comprehensive income (loss) $ 82,568 $ (45,824 ) $ 65,118 $ (47,581 )

See notes to condensed consolidated financial statements.

6

Edgar Filing: SOUTHERN CALIFORNIA GAS CO - Form 424B5

Table of Contents 36



CommScope, Inc.
Notes to Condensed Consolidated Financial Statements

(Unaudited�In Thousands, Except Per Share Amounts or Unless Otherwise Noted)

1. BACKGROUND AND BASIS OF PRESENTATION

Background

CommScope, Inc. (�CommScope� or the �Company�), through its wholly owned subsidiaries, operates in the cable and structured cabling systems
manufacturing business, with manufacturing facilities located in the United States, Europe, Australia, Asia and Latin America. CommScope, Inc.
was incorporated in Delaware in January 1997. CommScope is a leading worldwide designer, manufacturer and marketer of broadband coaxial

cables and other high-performance electronic and fiber optic cable products for cable television, telephony, Internet access, wireless
communications and other broadband services. Management believes CommScope is the world�s largest manufacturer of coaxial cable for hybrid

fiber coaxial (HFC) broadband networks. CommScope is also a leading supplier of coaxial, twisted pair, and fiber optic cables for premise
wiring (local area networks), wireless and other communication applications. In late 2001, CommScope acquired an equity interest in an optical
fiber and fiber optic cable manufacturing business. In June 2004, CommScope sold its equity interest in this optical fiber and fiber optic cable
manufacturing business (see Note 6). In January 2004, CommScope acquired substantially all the assets and assumed certain liabilities of the
Connectivity Solutions business (�Connectivity Solutions,� or as operated by the Company, the �Connectivity Solutions segment�) from Avaya Inc.

(�Avaya�) (see Note 2).

Basis of Presentation

The condensed consolidated balance sheet as of June 30, 2004, the condensed consolidated statements of operations, and comprehensive income
(loss) for the three and six month periods ended June 30, 2004 and 2003 and the condensed consolidated statements of cash flows and

stockholders� equity for the six months ended June 30, 2004 and 2003 are unaudited and reflect all adjustments of a normal recurring nature
which are, in the opinion of management, necessary for a fair presentation of the interim period financial statements. The results of operations

for the interim period are not necessarily indicative of the results of operations to be expected for the full year.

The unaudited interim condensed consolidated financial statements of CommScope have been prepared pursuant to the rules and regulations of
the Securities and Exchange Commission. Accordingly, certain information and footnote disclosures normally included in financial statements
prepared in accordance with accounting principles generally accepted in the United States of America have been condensed or omitted. These
interim condensed consolidated financial statements should be read in conjunction with the Company�s December 31, 2003 audited consolidated

financial statements and notes thereto included in the Company�s 2003 Annual Report on Form 10-K/A.

Concentrations of Risk

Net sales to Anixter Corporation (�Anixter�) and its affiliates accounted for 32.9% and 31.4% of the Company�s total net sales during the three and
six month periods ended June 30, 2004, respectively. Sales to Anixter were primarily made from the Company�s Connectivity Solutions segment.

No other customer accounted for 10% or more of the Company�s total net sales for the three and six month periods ended June 30, 2004.
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Accounts receivable from Anixter and its affiliates represented approximately 29.3% of net accounts receivable as of June 30, 2004. No other
customer accounted for 10% or more of the Company�s net accounts receivable as of June 30, 2004.

Product Warranties

The Company recognizes a liability for the estimated claims that may be paid under its customer warranty agreements to remedy potential
deficiencies of quality or performance of the Company�s products. These product warranties extend over periods ranging from one to twenty-five
years from the date of sale, depending upon the product subject to the warranty. The Company records a provision for estimated future warranty
claims based upon the historical relationship of warranty claims to sales and specifically-identified warranty issues. The Company bases its
estimates on historical experience and on assumptions that are believed to be reasonable under the circumstances and revises its estimates, as

appropriate, when events or changes in circumstances indicate that revisions may be necessary.

Prior to the acquisition of Connectivity Solutions as of January 31, 2004, the Company�s product warranty liability and the related activity was
insignificant to the financial position and results of operations of the Company. However, the acquisition of Connectivity Solutions has

significantly increased the Company�s product warranty exposure and related liability.

Activity in the product warranty accrual, included in other accrued liabilities, for the three and six month periods ended June 30, 2004 consisted
of the following:

Three
Months
Ended
June 30,
2004

Six
Months
Ended
June 30,
2004

Product warranty accrual, beginning of period $ 8,224 $ 576
Product warranty accrual assumed in the acquisition of Connectivity Solutions � 8,314
Provision for warranty claims 179 98
Less: warranty claims paid (297 ) (882 )
Product warranty accrual, end of period $ 8,106 $ 8,106
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Stock Options

The following table illustrates the effect on net income (loss) and net income (loss) per share as if the Company had applied the fair value
recognition provisions of Statement of Financial Accounting Standards (�SFAS�) No. 123, �Accounting for Stock-Based Compensation,� to

stock-based employee compensation using the Black-Scholes option-pricing model:

Three Months
Ended
June 30,

Six Months
Ended
June 30,

2004 2003 2004 2003
Net income (loss), as reported $ 84,114 $ (51,375 ) $ 67,744 $ (54,448 )
Total stock-based employee compensation expense
determined under fair value based method for all awards, net
of related tax effects 1,810 1,718 3,448 3,439
Pro forma net income (loss) $ 82,304 $ (53,093 ) $ 64,296 $ (57,887 )
Net income (loss) per share:
Basic�as reported $ 1.40 $ (0.87 ) $ 1.12 $ (0.92 )
Basic�pro forma $ 1.37 $ (0.90 ) $ 1.06 $ (0.98 )
Diluted�as reported $ 1.37 $ (0.87 ) $ 1.10 $ (0.92 )
Diluted�pro forma $ 1.35 $ (0.90 ) $ 1.05 $ (0.98 )

Foreign Currency Translation

Although the Company primarily bills customers in foreign countries in US dollars, a portion of these sales was denominated in currencies other
than the US dollar. In addition, the financial position and results of operations of most of the Company�s foreign subsidiaries are measured using
the US dollar as the functional currency; however, certain foreign subsidiaries use their local currencies as the functional currency. Revenues

and expenses of these local-currency-functional subsidiaries have been translated into US dollars at average exchange rates prevailing during the
period. Assets and liabilities of these local-currency-functional subsidiaries have been translated at the rates of exchange as of the balance sheet
date. Net translation gains and losses of these local-currency-functional subsidiaries are recorded to accumulated other comprehensive loss.

Use of Estimates in the Preparation of the Financial Statements

The preparation of the accompanying condensed consolidated financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the amounts reported in the financial

statements and accompanying notes. These estimates and their underlying assumptions form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other objective sources. The Company bases its estimates on historical

experience and on assumptions that are believed to be reasonable under the circumstances and revises its estimates, as appropriate, when events
or changes in circumstances indicate that revisions may be necessary. Significant accounting estimates reflected in the Company�s financial

statements include the allowance for doubtful accounts; inventory excess and
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obsolescence reserves; distributor price protection reserves; reserves for sales returns, discounts, allowances and rebates; reserves for product
warranty claims; income tax valuation allowances; impairment reviews for investments, fixed assets, goodwill and other intangibles; pension
and postretirement benefit obligations; and the fair values of the assets acquired and liabilities assumed in the acquisition of Connectivity

Solutions. Although these estimates are based on management�s knowledge of and experience with past and current events and on management�s
assumptions about future events, it is at least reasonably possible that they may ultimately differ materially from actual results.

Commitments and Contingencies

CommScope leases certain equipment and facilities under operating leases expiring at various dates, most of which expire prior to the end of
2012. Future minimum rental payments required under operating leases with initial terms of one year or more are: $6.6 million in 2004; $7.4

million in 2005; $6.0 million in 2006; $5.2 million in 2007; $4.7 million in 2008; and $15.1 million thereafter.

CommScope is either a plaintiff or a defendant in pending legal matters in the normal course of business; however, management believes none
of these legal matters will have a materially adverse effect on the Company�s financial statements upon final disposition. In addition,

CommScope is subject to various federal, state, local and foreign laws and regulations governing the use, discharge, disposal and remediation of
hazardous materials. Compliance with current laws and regulations has not had, and is not expected to have, a materially adverse effect on the

Company�s financial condition or results of operations.

Impact of Newly Issued Accounting Standards

In April 2003, the Financial Accounting Standards Board (�FASB�) issued SFAS No. 149, �Amendment of Statement 133 on Derivative
Instruments and Hedging Activities.� This Statement amends and clarifies financial accounting and reporting for derivative instruments and for
hedging activities under SFAS No. 133, �Accounting for Derivative Instruments and Hedging Activities.� SFAS No. 149 clarifies the conditions
under which a contract with an initial net investment meets the characteristic of a derivative; clarifies when a derivative contains a financing
component; amends the definition of an underlying to conform it to language used in FASB Interpretation No. 45, �Guarantor�s Accounting and

Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others;� and amends certain other existing
pronouncements. This Statement is effective for contracts entered into or modified by the Company after March 31, 2004 and for hedging

relationships designated by the Company after March 31, 2004. All provisions of this Statement will be applied prospectively. The application of
this Statement is not expected to have a material effect on the Company�s results of operations or financial position.

In December 2003, the FASB issued a revised SFAS No. 132, �Employers� Disclosures about Pensions and Other Postretirement Benefits�an
amendment of FASB Statements No. 87, 88, and 106.� This Statement revises employers� disclosures about pension plans and other

postretirement benefit plans. It does not change the measurement or recognition of those plans required by SFAS No. 87, �Employers� Accounting
for Pensions;� SFAS No. 88, �Employers� Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for Termination
Benefits;� and SFAS No. 106, �Employers� Accounting for Postretirement Benefits Other Than Pensions.� This Statement retains the disclosure

requirements contained in SFAS No. 132, �Employers� Disclosures about Pensions and Other
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Postretirement Benefits,� which it replaces. Additional disclosures have been added including information describing the types of plan assets,
investment strategy, measurement dates, plan obligations, cash flows, and components of net periodic benefit cost recognized during interim
periods. Except as noted below, this Statement was effective for the Company as of December 31, 2003. The interim-period disclosures were
effective for the Company beginning with the interim period ending March 31, 2004. Disclosure of certain information regarding the Company�s
foreign defined benefit plan is effective for the fiscal year ending December 31, 2004. Disclosure of the estimated future benefits is also deferred
until the fiscal year ending December 31, 2004. The Company has adjusted its quarterly disclosure and will adjust its future annual disclosure in

accordance with this Statement.

In January 2003, the FASB issued Interpretation No. 46 (�FIN 46�), �Consolidation of Variable Interest Entities,� which is an interpretation of
Accounting Research Bulletin No. 51, �Consolidated Financial Statements.� FIN 46 addresses how to identify a variable interest entity and

provides guidance on when such an entity should be consolidated by an enterprise. In December 2003, the FASB issued a revision of FIN 46
(�FIN 46R�) to clarify some of the provisions of the Interpretation and to exempt certain entities from its requirements. The Company does not
currently hold an interest in a variable interest entity; thus, the initial application of FIN 46 and FIN 46R did not affect the Company�s results of

operations, financial position or disclosures.

In April 2004, the FASB issued FASB Staff Position (FSP) No. FAS 129-1, �Disclosure Requirements under FASB Statement No. 129,
�Disclosure of Information about Capital Structure,� Relating to Contingently Convertible Securities.� This FSP interprets how the disclosure

provisions of Statement 129 apply to contingently convertible securities and to their potentially dilutive effects on net income (loss) per share.
The guidance in this FSP was effective immediately and applies to all existing and newly created securities. Management believes the

Company�s disclosures comply with the requirements of FSP No. FAS 129-1.

In June 2004, the FASB issued FSP No. FAS 106-2, �Accounting and Disclosure Requirements Related to the Medicare Prescription Drug,
Improvement and Modernization Act of 2003.� This FSP provides guidance on the accounting for the effects of the Medicare Prescription Drug,
Improvement and Modernization Act of 2003 (the �Act�) for employers that sponsor postretirement health care plans that provide prescription
drug benefits. It says that if the benefits provided by a plan are actuarially equivalent to Medicare Part D, measures of the accumulated

postretirement benefit obligation and net periodic postretirement benefit cost on or after the date of enactment should reflect the effects of the
Act. It also requires employers to provide certain disclosures regarding the effect of the federal subsidy provided by the Act. This FSP is

effective for the Company for the third quarter ending September 30, 2004. The Company is evaluating the impact of this FSP on its financial
statements and disclosures.

In July 2004, the Emerging Issues Task Force (�EITF�) reached a tentative conclusion on Issue No. 04-8, �The Effect of Contingently Convertible
Debt on Diluted Earnings per Share.� If finalized and ratified by the FASB, Issue No. 04-8 requires issuers of contingently convertible securities
to include those securities in diluted earnings per share computations (if dilutive) regardless of whether the contingency has been met. The

consensus reached by the EITF in this Issue is effective for reporting periods ending after December 15, 2004. Issue No. 04-8 also requires prior
period diluted earnings per share amounts presented for comparative purposes to be restated to conform to this consensus. If finalized and

ratified by the FASB, the Company believes that application of the consensus in this Issue could have a material
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effect on its diluted earnings per share in periods subsequent to the issuance of the Company�s 1% convertible debentures (see Note 4).

2.   ACQUISITION OF CONNECTIVITY SOLUTIONS

Effective January 31, 2004, CommScope completed the acquisition of substantially all of the assets and assumed certain liabilities of
Connectivity Solutions. The total purchase price consisted of $250 million in cash, subject to post-closing adjustments and the closing of the

acquisition of certain international operations, and approximately 1.8 million shares of CommScope common stock. These shares were valued at
$32.4 million on the closing date, based on the five-day average market price of CommScope�s common stock beginning on the second trading
day prior to the closing date and ending on the third trading day after the closing date, which was reduced by a $0.5 million accrual for estimated

registration costs. CommScope assumed certain current liabilities and up to $65 million of other specified liabilities, primarily related to
employee benefits. The cash portion of the purchase price consisted of $150 million from CommScope�s existing cash balances and $100 million

from borrowing under a new 5-year, $185 million senior secured credit facility. The Company is currently preparing to seek third party
resolution concerning the amount of post-closing adjustments to the purchase price, in accordance with the terms of the Asset Purchase

Agreement. Final resolution of this matter may result in an adjustment to the amounts recorded in connection with the Connectivity Solutions
acquisition. However, management does not currently believe that such adjustments, if any, will have a material effect on the Company's

financial position or results of operations.

The Company acquired Connectivity Solutions primarily to expand the Company�s position in the �last mile� of telecommunications, establish a
leadership position in the global enterprise market and enhance the Company�s global growth opportunities. The Connectivity Solutions segment
is a designer, manufacturer and marketer of physical layer end-to-end structured cabling solutions supporting local area network applications for

enterprises and telecommunications service providers.
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The Company has prepared a preliminary estimate of the fair values assigned to each major asset and liability caption of Connectivity Solutions
as of the January 31, 2004 closing date. This preliminary estimate reflects a purchase price allocation based on preliminary estimates of the fair
values of certain assets and liabilities. These values are subject to change until certain third party valuations have been finalized and changes in
these values could have a material impact on the purchase price allocation and the resultant amounts of the assets and liabilities disclosed below.

As of
January 31,
2004
(In millions)

Accounts receivable $ 46.7
Inventories 112.0
Other current assets 1.4
Property, plant and equipment 183.4
Other intangible assets 91.5
Other noncurrent assets 0.1
Total assets $ 435.1
Accounts payable $ 32.1
Employee benefit liabilities 12.5
Other current liabilities 36.9
Pension and postretirement benefit liabilities 60.7
Other noncurrent liabilities 3.5
Total liabilities $ 145.7

Differences between the amounts reflected above and the amounts disclosed in the Company�s 2003 annual report on Form 10-K/A are due to
updated information about certain estimates obtained by management subsequent to the filing of such Form 10-K/A. Differences in the amount
of property, plant and equipment and other intangible assets included in this quarterly report on Form 10-Q and the amounts disclosed in the

Company�s quarterly report on Form 10-Q for the period ended March 31, 2004 are due to a change in accounting estimate primarily arising from
the availability of new information. The effect of this change in accounting estimate on the condensed consolidated financial statements for the

three and six month periods ended June 30, 2004 was not material.

The values of property, plant and equipment and other intangible assets reflected above have been adjusted for the pro rata allocation of the
excess of the fair value of acquired net assets over the cost of the acquisition of Connectivity Solutions. This excess was allocated to the

noncurrent assets acquired based on their relative fair values. Further adjustments to the preliminary estimate may affect the calculation of the
excess of the fair value of acquired net assets over cost and therefore affect the allocation of this excess to the noncurrent assets acquired.
Adjustments to this allocation will affect amounts recognized for depreciation and amortization expense and will be disclosed in the period

recognized as a change in estimate.
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Other intangible assets reflected above were determined by management to meet the criterion for recognition apart from goodwill and include
the following:

Estimated Fair
Value

Amortization
Period

(In millions) (in years)
Developed technologies (for internal use) $ 30.5 9.0
Developed technologies (for external use) 17.8 14.0
Customer base 12.6 9.0
Favorable contracts 9.6 3.0
Other 4.0 3.0
Total amortizable intangible assets $ 74.5
Trademarks 13.1
In-process research and development 3.9
Total intangible assets $ 91.5
Weighted average amortization period 6.8

Trademarks have been determined by management to have indefinite lives and will not be amortized, based on management�s expectation that
the trademarked products will generate cash flows for the Company for an indefinite period. Management expects to maintain usage of
trademarks on existing products and introduce new products in the future that will also display the trademarks, thus extending their lives

indefinitely.

In-process research and development assets were written off and reflected in the Company�s statement of operations as in-process research and
development charges during the first quarter of 2004. Management believed that the assets under development had no alternative future use as of

the date of the third party valuation of this intangible asset, resulting in its immediate write-off.

The amortizable intangible assets reflected in the table above were determined by management to have finite lives. The useful life for the
developed technologies (for internal use) intangible asset was based on review of historical lives of similar products, in conjunction with
technology-specific factors and anticipated future trends in the industry. The useful life for the developed technologies (for external use)
intangible asset was based on the remaining lives of the related patents. The useful life for the customer base intangible asset was based on

management�s forecasts of customer turnover. The useful life for the favorable contracts intangible asset was based on the remaining terms of the
contracts. The useful life of the other intangible assets was based on management�s estimate of the remaining useful life. Management�s estimate

was based on the age of the underlying assets and review of historical lives of similar products.

These amortizable intangible assets will be amortized over their remaining useful lives on a straight-line basis. Annual amortization expense for
these intangible assets is expected to be $9.7 million in 2004, $10.5 million in 2005 and 2006, $6.1 million in 2007 and 2008 and $30.6 million

thereafter.

CommScope�s consolidated results of operations for the three and six month periods ended June 30, 2004 include the results of operations of the
Connectivity Solutions segment for the three month period

14

Edgar Filing: SOUTHERN CALIFORNIA GAS CO - Form 424B5

Table of Contents 44



CommScope, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)

(Unaudited�In Thousands, Except Per Share Amounts or Unless Otherwise Noted)

ended June 30, 2004 and the five-month period from February 1, 2004 through June 30, 2004, respectively. The following table includes the
actual consolidated results of operations for CommScope for the three months ended June 30, 2004. In addition, the table presents pro forma

consolidated results of operations for CommScope for the three months ended June 30, 2003, and the six month periods ended June 30, 2004 and
2003, as though the acquisition of Connectivity Solutions had been completed as of the beginning of each period. This pro forma information is
intended to provide information regarding how CommScope might have looked if the acquisition had occurred as of the dates indicated. The
amounts for the Connectivity Solutions business of Avaya included in this pro forma information for the three months ended June 30, 2003 and

the month of January 2004 are based on the historical results of the Connectivity Solutions business as a division of Avaya, however, and
therefore may not be indicative of the actual results of the Connectivity Solutions segment when operated as part of CommScope. Moreover, the

pro forma information does not reflect all of the changes that may result from the acquisition, including, but not limited to, challenges of
transition, integration and restructuring associated with the transaction; challenges of achieving anticipated synergies; ability to retain qualified

employees and existing business alliances; maintaining satisfactory relationships with represented employees; and customer demand for
Connectivity Solutions segment products. The pro forma adjustments represent management�s best estimates based on information available at
the time the pro forma information was prepared and may differ from the adjustments that may actually be required. Accordingly, the pro forma
financial information should not be relied upon as being indicative of the historical results that would have been realized had the acquisition

occurred as of the dates indicated or that may be achieved in the future.

Actual Pro Forma Pro Forma
Three Months
Ended
June 30,

Three Months
Ended
June 30,

Six Months
Ended
June 30,

2004 2003 2004 2003
Revenue $ 312,949 $ 278,765 $ 573,720 $ 535,433
Net income (loss) 84,114 (51,345 ) 61,061 (53,002 )
Net income (loss) per share, assuming dilution 1.37 (0.84 ) 0.99 (0.87 )

These pro forma results reflect the elimination of intercompany sales during each period and immaterial pro forma adjustments for interest
expense, depreciation, amortization and related income taxes. These pro forma results also include $11.1 million and $24.5 million of corporate

overhead costs allocated by Avaya to the Connectivity Solutions business during the three and six month periods ended June 30, 2003,
respectively. The pro forma results for the six month period ended June 30, 2004 include an estimate of $4.0 million for corporate overhead

costs that would have been allocated by Avaya to the Connectivity Solutions business during January 2004. During the three month period ended
June 30, 2004 and the five month period from February 1, 2004 through June 30, 2004, CommScope incurred corporate overhead costs of

approximately $2.1 million and $3.4 million, respectively, on behalf of the Connectivity Solutions segment. Certain overhead costs previously
incurred on behalf of and allocated to the Connectivity Solutions business by Avaya are now being incurred directly by the Connectivity

Solutions segment.
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Net income and net income per share for the three and six month periods ended June 30, 2004 include certain material charges incurred during
the periods, as listed below on a pretax basis:

Three
Months
Ended
June 30,
2004

Six
Months
Ended
June 30,
2004

Impact of inventory purchase accounting adjustments $ 1,311 $ 14,628
Acquisition-related in-process research and development charges � 3,894
Acquisition-related transition and startup costs 1,242 7,981
Loss on early extinguishment of debt � 5,029

3.   INVENTORIES

June 30,
2004

December 31,
2003

Raw materials $ 38,860 $ 10,285
Work in process 16,489 9,708
Finished goods 48,649 12,730

$ 103,998 $ 32,723

4.   LONG-TERM DEBT

June 30,
2004

December 31,
2003

Senior Secured Term Loan $ 67,500 $ �
1% Convertible Debentures 250,000 �
4% Convertible Notes � 172,500
IDA Notes 10,800 10,800

328,300 183,300
Less: current portion (22,000 ) �

$ 306,300 $ 183,300

The Company entered into a new 5-year, $185 million senior secured credit facility on January 31, 2004, in connection with its acquisition of
Connectivity Solutions from Avaya. The new credit facility, which amended and restated CommScope�s previous credit facility, is comprised of
a $75 million term loan and a $110 million revolving credit facility. The senior secured credit facility is secured by substantially all of the

Company�s assets, is guaranteed by all of the Company�s material domestic subsidiaries and contains certain financial and restrictive covenants.
The term loan facility is required to be repaid by CommScope in consecutive quarterly installments of $3.75 million from March 31, 2004 to

September 30, 2004, $11.75 million on December 31, 2004 and $3.25 million on each quarterly payment date thereafter with a final payment of
all outstanding principal and interest at maturity on December 31, 2008. In connection with this senior secured credit facility, the Company
incurred costs of approximately $4.6 million, which were capitalized as other assets and are being amortized over the term of the facility. The

interest rate on the
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$75 million term loan facility is, at CommScope�s option, either the Eurodollar rate plus 2.250% to 3.250%, or the Base Rate, defined as the
higher of Prime Rate or Federal Funds Rate plus 0.500%, plus 0.750% to 1.750%, in each case based on the Company�s fixed charge coverage

ratio. The interest rate on the $110 million senior secured revolving credit facility is, at CommScope�s option, the London Interbank Offered Rate
plus 2.00% to 3.00% or the Base Rate plus 0.500% to 1.500%, in each case based on the Company�s fixed charge coverage ratio. As of June 30,
2004, the Company had availability of approximately $67 million and no outstanding borrowings under this senior secured revolving credit
facility. The facility contains certain restrictive covenants, including restrictions on incurring other indebtedness, entering into transactions to
acquire or merge with any entity, making other fundamental changes, selling assets and paying dividends, among other things. The Company is
also required to comply with certain financial covenants, as defined, including a fixed charge coverage ratio, a funded senior debt to EBITDA
ratio, a maximum annual capital expenditures covenant and a covenant requiring minimum ongoing excess borrowing availability of $10

million. Management believes the Company was in compliance with all of its covenants under this facility as of June 30, 2004.

In March 2004, the Company issued $250 million aggregate principal amount of 1% convertible senior subordinated debentures due March 15,
2024. The proceeds from these debentures were used primarily to extinguish the Company�s outstanding 4% convertible subordinated notes due
December 15, 2006, to repay outstanding borrowings under the Company�s revolving credit facility, and for general corporate purposes. The

Company repurchased $102.9 million of its 4% convertible subordinated notes during March 2004, and redeemed the remaining $69.6 million of
these notes in April 2004. The repurchase and redemption of these 4% convertible notes resulted in a $5.0 million pretax loss on the early

extinguishment of debt during the first quarter of 2004. The Company also repaid $25 million of borrowings under its senior secured revolving
credit facility in March 2004. In connection with the issuance of the debentures, the Company incurred costs of approximately $6.8 million,

which were capitalized as other assets and are being amortized over a period of five years, representing the period through the date on which the
debenture holders may first require the Company to repurchase the debentures.

The Company may redeem some or all of these debentures at any time on or after March 20, 2009 at a redemption price equal to 100% of the
principal amount of the debentures, plus accrued interest. Additionally, holders of these 1% convertible senior subordinated debentures may
require the Company to repurchase all or any portion of their debentures for cash on March 20, 2009, March 15, 2014 and March 15, 2019 at a

price equal to 100% of the principal amount of debentures to be repurchased, plus accrued interest.

These debentures are convertible into shares of CommScope common stock in the following circumstances: during any fiscal quarter
commencing after June 30, 2004, (1) if the closing price of CommScope common stock exceeds 120% of the conversion price then in effect for

at least twenty trading days in the thirty consecutive trading day period ending on the last trading day of the immediately preceding fiscal
quarter; (2) subject to certain exceptions, during the five business days after any five consecutive trading day period in which the trading price

per $1,000 principal amount of the debentures for each day of such period was less than 98% of the product of the closing sale price of
CommScope common stock and the number of shares issuable upon conversion of $1,000 principal amount of the debentures; (3) if the

debentures have been called for redemption; or (4) upon the occurrence of certain corporate transactions.
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The current conversion rate of these debentures is 45.9770 shares per $1,000 principal amount of debentures, representing a conversion price of
$21.75 per share. The conversion rate is subject to adjustment, without duplication, upon the occurrence of any of the following events, as more
fully explained in the Indenture: (1) payment or issuance of common stock as a dividend or distribution on the Company�s common stock; (2) the
issuance to all holders of common stock of rights, warrants or options to purchase the Company�s common stock for a period expiring within 45
days of the record date for such distribution at a price less than the average of the closing sale prices for the 10 trading days preceding the

declaration date for such distribution; (3) subdivisions, splits or combinations of the Company�s common stock; (4) distributions by the Company
to all holders of the Company�s common stock of shares of the Company�s capital stock, evidences of indebtedness, property or assets, including
rights, warrants, options and other securities but excluding dividends or distributions covered by clauses (1) or (2) above or any dividend or
distribution paid exclusively in cash; provided that in the event that the Company distributes capital stock of, or similar equity interests in, a
subsidiary or other business unit of the Company, then the conversion rate will be adjusted based on the market value of the securities so

distributed relative to the market value of the Company�s common stock, in each case based on the average closing sales prices of those securities
(where such closing prices are available) for the 10 trading days commencing on and including the fifth trading day after the date on which

�ex-dividend trading� commences for such distribution on the New York Stock Exchange or such other principal national or regional exchange or
market on which the securities are then listed or quoted or in the absence of such a quotation, a closing sale price determined by the Company on
a basis it considers appropriate; (5) the payment of cash as a dividend or distribution on the Company�s common stock, excluding any dividend or

distribution in connection with the Company�s liquidation, dissolution or winding up; or (6) the Company or any of its subsidiaries makes a
payment in respect of a tender offer or exchange offer for the Company�s common stock to the extent that the cash and value of any other
consideration included in the payment per share of the Company�s common stock exceeds the closing sale price per share of the Company�s

common stock on the trading day next succeeding the last date on which tenders or exchanges may be made pursuant to such tender or exchange
offer.

To the extent that the Company�s shareholder rights agreement dated June 12, 1997, as amended, or any future rights plan adopted by the
Company is in effect upon conversion of the debentures into common stock, holders of the debentures will receive, in addition to the common
stock, the rights under the rights plan unless the rights have separated from the common stock at the time of conversion, in which case the
conversion rate will be adjusted as if the Company distributed to all holders of its common stock, shares of its capital stock, evidences of
indebtedness, property or assets as described in clause (4) above, subject to readjustment in the event of the expiration, termination or

redemption of such rights.

In the event of (1) any reclassification of the Company�s common stock; (2) a consolidation, merger or binding share exchange involving the
Company; or (3) a sale or conveyance to another person or entity of all or substantially all of the Company�s property and assets, in which
holders of the Company�s common stock would be entitled to receive stock, other securities, other property, assets or cash for their common

stock, upon conversion holders of the debentures will be entitled to receive the same type of consideration that they would have been entitled to
receive if they had converted the debentures into the Company�s common stock immediately prior to any of these events.
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The Company may, from time to time, increase the conversion rate if the Company�s board of directors has made a determination that this
increase would be in the Company�s best interests. In addition, the Company may increase the conversion rate if the Company�s board of directors

deems it advisable to avoid or diminish any income tax to holders of common stock resulting from any stock or rights distribution.

5.   NET INCOME (LOSS) PER SHARE

Basic net income (loss) per share is computed by dividing net income (loss) by the weighted average number of common shares outstanding
during the applicable periods. Diluted net income (loss) per share is based on net income (loss) adjusted for after-tax interest and amortization of
debt issuance costs related to convertible debt, if dilutive, divided by the weighted average number of common shares outstanding adjusted for

the dilutive effect of stock options and convertible securities.

On December 15, 1999, the Company issued $172.5 million aggregate principal amount of convertible notes, which were convertible into shares
of common stock at a conversion rate of 20.7512 shares per $1,000 principal amount. The effect of the assumed conversion of these notes was
excluded from the calculation of net loss per share, assuming dilution, for the three and six month periods ended June 30, 2003 because it would
have been antidilutive in all periods. The Company repurchased $102.9 million of these notes during March 2004, and redeemed the remaining

$69.6 million of these notes in April 2004.

In March 2004, the Company issued $250 million aggregate principal amount of 1% convertible senior subordinated debentures, which are
convertible into shares of common stock at a conversion rate of 45.9770 shares per $1,000 principal amount representing a conversion price of
$21.75 per share. These debentures are convertible into shares of CommScope common stock under specific circumstances as described in Note
4. The effect of the assumed conversion of these debentures was excluded from the calculation of net income (loss) per share, assuming dilution,
for the three and six month periods ended June 30, 2004 because the conversion contingencies were not met during such periods. See Note 1 for

discussion of EITF Issue No 04-8, related to the effect of contingently convertible debt on diluted earnings per share.
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Below is a reconciliation of weighted average common shares outstanding for basic net income (loss) per share to weighted average common
and potential common shares outstanding for diluted net income (loss) per share.

Three Months Ended
June 30,

Six Months Ended
June 30,

2004 2003 2004 2003
Numerator:
Net income (loss) for basic and diluted net income (loss) per
share $84,114 $(51,375 ) $67,744 $(54,448 )
Denominator:
Weighted average number of common shares outstanding for
basic net income (loss) per share 60,193 59,220 60,436 59,220
Effect of dilutive employee stock options(A) 1,301 � 1,355 �
Weighted average number of common and potential common
shares outstanding for diluted net income (loss) per share 61,494 59,220 61,791 59,220

(A)  Options to purchase approximately 661 thousand common shares were excluded from the computation of net
income per share, assuming dilution, for the three and six month periods ended June 30, 2004, respectively, because
they would have been antidilutive in both periods. Options to purchase approximately 6 million common shares were
excluded from the computation of net loss per share, assuming dilution, for the three and six month periods ended

June 30, 2003 because they would have been antidilutive in both periods.

6.   OFS BRIGHTWAVE, LLC

Effective November 16, 2001, CommScope acquired an approximate 18.4% ownership interest in OFS BrightWave, LLC (�OFS BrightWave�), an
optical fiber and fiber cable venture between CommScope and The Furukawa Electric Co., Ltd. of Japan (�Furukawa�). During the three months
ended March 31, 2004, OFS BrightWave began to move certain cable production from the Norcross facility to the Carrollton facility. Effective
April 1, 2004, Furukawa contributed its investment in the Carrollton facility to OFS BrightWave. Because CommScope did not elect to make
further corresponding investments in OFS BrightWave, this additional investment in OFS BrightWave by Furukawa reduced CommScope�s

ownership percentage in OFS BrightWave from 18.4% to 9.4%, effective April 1, 2004.

Primarily as a result of the continuing weakness in the global fiber optic cable market and Furukawa�s continuing efforts to restructure its OFS
operations, the Company agreed with Furukawa to further amend their existing contractual arrangements in the second quarter of 2004 for the
mutual benefit of both companies. On June 11, 2004, CommScope assigned all of its rights and duties under its contractual arrangements with
Furukawa to its wholly-owned subsidiary, CommScope Optical Technologies, Inc. (�CommScope Optical�). On June 14, 2004, CommScope

Optical and Furukawa changed the period in which CommScope Optical could exercise its contractual right to sell its ownership interest in OFS
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BrightWave to Furukawa from 2006 to any time on or after June 14, 2004 and changed the exercise price from $173.4 million in cash to the
approximately 7.7 million shares of CommScope common stock owned by Furukawa. On June 14, 2004, CommScope Optical exercised its
contractual right to sell and sold its 9.4% ownership interest in OFS BrightWave to Furukawa in exchange for delivery by Furukawa of the

approximately 7.7 million shares of CommScope common stock owned by Furukawa, which were valued at $132.3 million as of the transaction
date. CommScope currently holds these shares as treasury stock.

As a result of this transaction, CommScope no longer owns any equity interest in OFS BrightWave. However, CommScope maintained its
strategic relationship with Furukawa by entering into a new four-year optical fiber supply agreement with OFS Fitel, LLC (�Fitel�), a
wholly-owned, indirect subsidiary of Furukawa, replacing the existing supply agreement with Fitel that was scheduled to expire in

November 2004. Through this supply agreement, CommScope continues to have access to a broad array of technologically advanced optical
fibers as well as a cross license arrangement for key intellectual property.

This transaction does not affect CommScope�s right to receive full payment from OFS BrightWave under the $30 million revolving note due in
2006, based on its original terms. The carrying value of this note was reduced to approximately $11.1 million as of June 14, 2004 as a result of
CommScope recording its equity in losses of OFS BrightWave under equity method accounting rules, which require accounting for an advance

to an equity method investee in the same manner as the investment, once the carrying value of the investment has been reduced to zero.
Primarily due to market conditions for optical fiber and because CommScope will no longer have an equity ownership interest in OFS

BrightWave, CommScope determined that there was an other-than-temporary impairment in the carrying value of this asset as of the transaction
date. Accordingly, a pretax impairment charge of $11.1 million was recognized as a reduction of the gain on the OFS BrightWave transaction

during the quarter ended June 30, 2004.

The OFS BrightWave transaction resulted in a net pretax gain in the amount of $121.3 million, or $1.24 per diluted share, net of tax, during the
second quarter of 2004. This gain represents (1) the fair value of the common stock received by CommScope in exchange for CommScope�s

transfer of its ownership interest in OFS BrightWave to Furukawa, plus (2) the realized gain from CommScope�s cumulative equity method share
of OFS BrightWave�s unrealized foreign currency translation gains previously recorded in accumulated other comprehensive loss, less (3) the
impairment charge related to the $30 million note receivable from OFS BrightWave. The after-tax net gain is reflected in the Company�s

statement of operations after income (loss) before equity in losses of OFS BrightWave, LLC and net gain on OFS BrightWave, LLC transaction.
The income tax impact of this gain enables the Company to realize its deferred tax asset related to the Company�s share of the cumulative
financial statement net losses of OFS BrightWave. In addition, this transaction creates a capital gain for tax purposes, which allows the

Company to deduct a capital loss related to the 2001 impairment of an investment, creating a current tax benefit of $1.4 million from this capital
loss deduction.

CommScope�s portion of the losses of OFS BrightWave for the period from April 1, 2004 through June 14, 2004, the period from January 1,
2004 through June 14, 2004 and the three and six month periods ended June 30, 2003 have been included in the condensed consolidated

financial statements of CommScope for the respective periods. These results are net of elimination of intercompany profit related to interest
payments received from OFS BrightWave under the $30 million revolving note. The elimination of intercompany profit, net of tax, was $14 for
the period from April 1, 2004 through June 14, 2004 and $27 for the three month period ended June 30, 2003. The elimination of intercompany

profit, net of tax, was
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$30 for the period from January 1, 2004 through June 14, 2004 and $54 for the six month period ended June 30, 2003.

The following table provides summary financial information for OFS BrightWave for the period from April 1, 2004 through June 14, 2004, the
period from January 1, 2004 through June 14, 2004 and the three and six month periods ended June 30, 2003:

Period from
April 1
through
June 14,
2004

Three
Months
Ended
June 30,
2003

Period from
January 1
through
June 14,
2004

Six
Months
Ended
June 30,
2003

Net revenues $ 19,975 $ 21,781 $ 40,497 $ 50,046
Gross profit (2,771 ) (41,839 ) (8,612 ) (62,392 )
Net loss (8,904 ) (292,553 ) (20,860 ) (325,357 )

7.   INCOME TAXES RELATED TO OTHER COMPREHENSIVE INCOME/LOSS

Three Months
Ended
June 30,

Six Months
Ended
June 30,

 2004 2003  2004 2003
Income tax benefit (expense) for components of other comprehensive
income/loss:
Gain/loss on derivative instrument designated as a net investment hedge $68 $499 $(2 ) $976

8.   DERIVATIVES AND HEDGING ACTIVITIES

As of June 30, 2004 and 2003 the only derivative financial instrument outstanding was a cross currency swap, which was designated and
documented at inception, and quarterly thereafter, as a net investment hedge of a portion of the Company�s net investment in its Belgian

subsidiary. The original notional amount of this derivative financial instrument, which is a cross currency swap of US dollars for euros, was $20
million at inception of the hedging relationship and as of June 30, 2003. The Company amended this agreement in October 2003 to reduce the
notional amount to $14 million. No cash was required to effect this amendment; the change in the notional amount was offset by an adjustment
in the exchange rate underlying the swap. The amended hedging instrument was effective as of the amendment date and as of June 30, 2004, and
is expected to continue to be effective for the duration of the agreement, resulting in no anticipated hedge ineffectiveness. The original hedging
instrument was effective as of the inception date and as of June 30, 2003. The fair value of the amended derivative instrument, reflected in other

noncurrent liabilities, was approximately $5.9 million and $6.0 million as of June 30, 2004 and December 31, 2003, respectively.

There were no material reclassifications from other comprehensive income (loss) to earnings during the three and six month periods ended
June 30, 2004 and 2003.
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Activity in the accumulated net loss on derivative instruments included in accumulated other comprehensive loss for the three and six month
periods ended June 30, 2004 and 2003 consisted of the following:

Three Months
Ended
June 30,

Six Months
Ended
June 30,

2004 2003 2004 2003
Accumulated net loss on derivative instruments, beginning of
period $(3,863 ) $(1,613 ) $(3,981 ) $(802 )
Net gain (loss) on derivative financial instrument designated as a
net investment hedge (115 ) (850 ) 3 (1,661 )
Accumulated net loss on derivative instruments, end of period $(3,978 ) $(2,463 ) $(3,978 ) $(2,463 )

9.   SUPPLEMENTAL CASH FLOW INFORMATION

Six Months Ended
June 30,
2004 2003

Cash paid during the period for:
Income taxes $ 99 $ 355
Interest (net of capitalized amounts) 3,557 3,716
Noncash investing and financing activities:
Fair value of CommScope, Inc. common stock received from Furukawa in exchange for
CommScope Optical�s transfer of its investment in OFS BrightWave, LLC to Furukawa $ 132,311 �

10.   SEGMENTS

During the three and six month periods ended June 30, 2004, the Company�s management evaluated the results of operations in two reportable
segments: the Cable segment, which is CommScope�s legacy cable business, and the Connectivity Solutions segment, which is the acquisition
that was completed as of January 31, 2004. As the Company continues to integrate the Connectivity Solutions segment into its global operations
and financial reporting systems, the Company�s management expects to reorganize its internal reporting, which may require reporting of its

results in more or different reportable segments in future periods.

The following tables provide summary financial information for these two reportable segments as of June 30, 2004 and for the three and six
month periods ended June 30, 2004 and 2003:

As of
June 30,
2004

Total assets
Cable segment $ 547,932
Connectivity Solutions segment 499,619
Consolidated total assets $ 1,047,551
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Three Months Ended
June 30,

Six Months Ended
June 30,

2004 2003 2004 2003
Net sales:
Cable segment $ 169,510 $ 141,422 $ 305,325 $ 270,790
Connectivity Solutions segment 150,707 � 253,371 �
Inter-segment eliminations (7,268 ) � (10,686 ) �
Consolidated net sales $ 312,949 $ 141,422 $ 548,010 $ 270,790
Operating income (loss):
Cable segment $ 10,266 $ (26,195 ) $ 12,797 $ (23,737 )
Connectivity Solutions segment 1,086 � (15,418 ) �
Inter-segment eliminations (305 ) � (431 ) �
Consolidated operating income (loss) $ 11,047 $ (26,195 ) $ (3,052 ) $ (23,737 )

11.   EMPLOYEE TERMINATION BENEFITS

The Company reduced the Connectivity Solutions segment workforce by approximately 45 employees during the first quarter of 2004. The
reductions were primarily related to the Company�s efforts to improve operational efficiency and reduce cost. The affected employees worked in
management and support functions at the Omaha, Nebraska facility. This workforce reduction resulted in pretax charges of approximately $1.6
million during the first quarter of 2004 for employee termination benefits, which consisted of severance pay and related fringe benefits. The

Company recorded this amount in acquisition-related transition and startup costs. The Company paid $0.9 million and $1.2 million of these costs
during the three and six month periods ended June 30, 2004, respectively, resulting in a remaining accrual of $0.4 million as of June 30, 2004
related to this first quarter 2004 workforce reduction. Management estimates that these remaining benefits will be paid in full by the end of the

third quarter of 2004.

12.   EMPLOYEE BENEFIT PLANS

Pension
Benefits

Other Postretirement
Benefits

Three Months Ended
June 30,
2004 2003      2004          2003     

Service cost $ 870 $ 26 $ 1,137 $ 714
Interest cost 1,322 32 1,225 524
Recognized actuarial loss � � 203 118
Amortization of transition obligation 10 9 � �
Return on plan assets (1,333 ) (14 ) (151 ) �
Net periodic benefit cost $ 869 $ 53 $ 2,414 $ 1,356
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Pension
Benefits

Other Postretirement
Benefits

Six Months Ended
June 30,
2004 2003      2004          2003     

Service cost $ 1,437 $ 50 $ 2,195 $ 1,429
Interest cost 2,216 63 2,270 1,049
Recognized actuarial loss � � 406 236
Amortization of transition obligation 20 18 � �
Return on plan assets (2,229 ) (28 ) (252) �
Net periodic benefit cost $ 1,444 $ 103 $ 4,619 $ 2,714

As a part of the acquisition of Connectivity Solutions, CommScope established a new defined benefit pension plan covering the represented
domestic employees in the Connectivity Solutions segment and a new postretirement benefit plan that includes healthcare benefits and life

insurance coverage for certain future retirees in the Connectivity Solutions segment. These plans have been combined for disclosure purposes
with CommScope�s pension and postretirement benefit plans, which existed prior to the acquisition of Connectivity Solutions.

The Company contributed approximately $70 thousand and $140 thousand to its pension plans for the three and six month periods ended
June 30, 2004, respectively. The Company anticipates making additional contributions of approximately $138 thousand to these plans before
December 31, 2004. The Company contributed an immaterial amount to the postretirement benefit plans for the three and six month periods

ended June 30, 2004. The Company anticipates making additional contributions of approximately $0.2 million to these plans before
December 31, 2004.

On December 8, 2003, the President signed the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the �Act�) into law.
The Act introduces a prescription drug benefit under Medicare (Medicare Part D) as well as a federal subsidy to sponsors of retiree health care
benefit plans that provides a benefit that is at least actuarially equivalent to Medicare Part D. FASB Staff Position (�FSP�) No. FAS 106-2,

�Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003,� provides
guidance on the accounting for the effects of the Act and is effective for the third quarter ending September 30, 2004. The Company is
evaluating the impact of this FSP on its financial statements and disclosures. Accordingly, net periodic postretirement benefit cost in this
quarterly report on Form 10-Q does not reflect the effects of the Act on the Company�s postretirement benefit plans. See Note 1 for further

discussion of FSP No. FAS 106-2.
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ITEM 2.   MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of our financial condition and results of operations for the three and six month periods ended June 30,
2004 and 2003 is provided to increase the understanding of, and should be read in conjunction with, the unaudited condensed consolidated
financial statements and accompanying notes included in this document as well as the audited consolidated financial statements, related notes
thereto and management�s discussion and analysis of financial condition and results of operations, including management�s discussion and

analysis about the application of critical accounting policies included in our 2003 Annual Report on Form 10-K/A.

Overview

We, through our wholly owned subsidiaries, are a leading worldwide designer, manufacturer and marketer of broadband coaxial cables and other
high performance electronic and fiber optic cable products for cable television, telephony, Internet access, wireless communications and other
broadband services. We seek to be a global leader in cable and connectivity solutions for the �last mile� in telecommunications. We define the �last
mile� as the distribution access or final link from the network operator to the end user, which includes cable and connectivity solutions for the

home, business enterprise or wireless provider.

In January 2004, we acquired the Connectivity Solutions business (�Connectivity Solutions,� or as operated by the Company, the �Connectivity
Solutions segment�) from Avaya Inc. (�Avaya�) primarily to expand our position in the �last mile� of telecommunications, establish a leadership

position in the global enterprise market and enhance our global growth opportunities.

Through the acquisition of the SYSTIMAX® Solutions products in the Connectivity Solutions segment we became a leading global designer,
manufacturer and marketer of physical layer end-to-end structured cabling solutions supporting local area network applications for enterprises
and telecommunications service providers. SYSTIMAX is widely recognized as a leading global brand in enterprise cable and connectivity

solutions. It has established channels to international markets and has a worldwide network of independent distributors, system integrators and
value added resellers. We believe that this acquisition strengthens our global competitive position in the enterprise market and provides new
channels to market our products. The Connectivity Solutions acquisition also expands the markets in which we operate, which creates potential

new growth opportunities.

During the three and six month periods ended June 30, 2004, management evaluated the results of operations in two reportable segments: the
Cable segment, which is our legacy cable business, and the Connectivity Solutions segment, which is the acquisition that was completed as of
January 31, 2004. As we continue to integrate the Connectivity Solutions segment into our global operations and financial reporting systems,
management may reorganize its internal reporting, which may require reporting of our results in more or different reportable segments in future

periods.

CRITICAL ACCOUNTING POLICIES

There have been no changes in our critical accounting policies or significant accounting estimates as disclosed in our 2003 Annual Report on
Form 10-K/A, except for changes resulting from our acquisition of Connectivity Solutions as of January 31, 2004. As a result of this acquisition,

the reserve for product warranty claims and the fair values of the assets acquired and liabilities assumed in the acquisition of Connectivity
Solutions are new significant estimates.

Product warranties�We recognize a liability for the estimated claims that may be paid under our customer warranty
agreements to remedy potential deficiencies of quality or performance of our products. We record a provision for

estimated future warranty claims based upon the historical relationship of
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warranty claims to sales and specifically-identified warranty issues. We base our estimates on historical experience and on assumptions that are
believed to be reasonable under the circumstances and revise our estimates, as appropriate, when events or changes in circumstances indicate

that revisions may be necessary. Although these estimates are based on management�s knowledge of and experience with past and current events
and on management�s assumptions about future events, it is reasonably possible that they may ultimately differ materially from actual results.

Fair values of assets acquired and liabilities assumed in the acquisition of Connectivity Solutions�The acquisition of Connectivity
Solutions as of January 31, 2004 was accounted for using the purchase method of accounting. The purchase method
requires management to make significant estimates. First, management must estimate the cost of the acquired entity
based on the fair value of the consideration paid or the fair value of the net assets acquired, whichever is more clearly
evident. This cost must then be allocated to the assets acquired and liabilities assumed based on their estimated fair
values at the date of acquisition. In addition, management must identify and estimate the fair values of intangible

assets that should be recognized as assets apart from goodwill. Management utilized third party appraisals to assist in
estimating the fair value of tangible property, plant and equipment and intangible assets acquired.

COMPARISON OF RESULTS OF OPERATIONS FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2004 WITH
THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2003

Three Months Ended June 30,
2004 2003

$
% of Net
Sales $

% of Net
Sales

Dollar
Change

%
Change

(millions) (millions)
Net sales $ 312.9 100.0 % $ 141.4 100.0 % $ 171.5 121.3 %
Gross profit 72.2 23.1 28.8 20.4 43.4 150.7
SG&A expense 51.7 16.5 21.8 15.4 29.9 137.2
R&D expense 8.1 2.6 1.5 1.1 6.6 440.0
Impairment charges for fixed assets � � 31.7 22.4 (31.7 ) (100.0 )
Acquisition-related transition and startup
costs 1.2 0.4 � � 1.2 �
Equity in losses of OFS BrightWave, LLC,
net of tax 0.6 0.2 33.9 24.0 (33.3 ) (98.2 )
Net gain on OFS BrightWave, LLC
transaction, net of tax 76.4 24.4 � � 76.4 �
Net income (loss) 84.1 26.9 (51.4 ) (36.4 ) 135.5 (263.6 )
Net income (loss) per diluted share $ 1.37 $ (0.87 ) $ 2.24
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Six Months Ended June 30,
2004 2003

$
% of Net
Sales $

% of Net
Sales

Dollar
Change

%
Change

(millions) (millions)
Net sales $ 548.0 100.0 % $ 270.8 100.0 % $ 277.2 102.4 %
Gross profit 109.6 20.0 52.9 19.5 56.7 107.2
SG&A expense 87.7 16.0 41.9 15.5 45.8 109.3
R&D expense 13.0 2.4 3.0 1.1 10.0 333.3
Impairment charges for fixed assets � � 31.7 11.7 (31.7 ) (100.0 )
In-process research and development charges 3.9 0.7 � � 3.9 �
Acquisition-related transition and startup
costs 8.0 1.5 � � 8.0 �
Equity in losses of OFS BrightWave, LLC,
net of tax 1.4 0.3 37.7 13.9 (36.3 ) (96.3 )
Net gain on OFS BrightWave, LLC
transaction, net of tax 76.4 13.9 � � 76.4 �
Net income (loss) 67.7 12.4 (54.4 ) (20.1 ) 122.1 (224.4 )
Net income (loss) per diluted share $ 1.10 $ (0.92 ) $ 2.02

Effective January 31, 2004, we completed the acquisition of substantially all of the assets and assumed certain liabilities of Connectivity
Solutions from Avaya and the Connectivity Solutions segment�s operating results have been included in our consolidated financial statements

since the date of acquisition. Accordingly, the consolidated results for the three and six month periods ended June 30, 2004 include the operating
results of the Connectivity Solutions segment for the three months ended June 30, 2004 and the five-month period from February 1, 2004

through June 30, 2004, respectively. However, the consolidated results reflected above for the three and six month periods ended June 30, 2003
do not include any actual or pro forma results for the Connectivity Solutions segment. This information should be considered when comparing to
financial results of 2004 and 2003. See Note 2 in the Notes to the Condensed Consolidated Financial Statements included in this document.

28

Edgar Filing: SOUTHERN CALIFORNIA GAS CO - Form 424B5

Table of Contents 58



Net sales

Below is a summary that reflects our actual net sales for the three and six month periods ended June 30, 2004, which incorporate the
Connectivity Solutions segment net sales for the three month period ended June 30, 2004 and the five month period from February 1, 2004

through June 30, 2004. This summary also reflects pro forma net sales for the three and six month periods ended June 30, 2004 and 2003, as if
Connectivity Solutions had been acquired on January 1, 2004 and 2003, respectively. The pro forma net sales of the Connectivity Solutions

segment for the one-month period ended January 31, 2004, which is included in the pro forma net sales for the six months ended June 30, 2004,
and the pro forma net sales of the Connectivity Solutions segment for the three and six month periods ended June 30, 2003 are based on the

historical results of the Connectivity Solutions business as operated by Avaya during the periods presented and therefore may not be indicative
of the actual results of the Connectivity Solutions segment as operated by CommScope. Actual inter-segment sales eliminations for the three
months ended June 30, 2004 and the five month period ended June 30, 2004 and pro forma inter-segment sales eliminations for the pro forma

periods are included below.

Actual Pro forma
Three months
ended
June 30, 2004

Three months
ended
June 30, 2003

Net
Sales

% of
Net
Sales

Net
Sales

% of
Net
Sales

Dollar
  Change  

%
Change

(dollars in millions)
Net sales by segment:
Cable segment $ 169.5 54.2 % $ 141.4 50.7 % $ 28.1 19.9 %
Connectivity Solutions segment 150.7 48.1 142.7 51.2 8.0 5.6
Inter-segment eliminations (7.3 ) (2.3 ) (5.3 ) (1.9 ) (2.0 ) 37.7
Consolidated net sales $ 312.9 100.0 % $ 278.8 100.0 % $ 34.1 12.2 %
Total domestic sales $ 216.6 69.2 % $ 195.7 70.2 % $ 20.9 10.7 %
Total international sales 96.3 30.8 83.1 29.8 13.2 15.9
Total worldwide sales $ 312.9 100.0 % $ 278.8 100.0 % $ 34.1 12.2 %

Overall, consolidated net sales, on a pro forma basis, increased year over year for the second quarter, primarily due to higher domestic and
international sales of Broadband/Video Products within the Cable segment. Our Cable segment sales increased in all major product categories
and in all regions. The year-over-year improvement in Connectivity Solutions segment sales for the second quarter was primarily due to higher

domestic sales of Integrated Cabinet Solutions Products.
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Actual Pro forma
Six months
 ended
June 30,

Six months ended
June 30,

2004 2004 2003

Net
Sales

% of
Net
Sales

Net
Sales

% of
Net
Sales

Net
Sales

% of
Net
Sales

Dollar
  Change  

%
Change

(dollars in millions)
Net sales by segment:
Cable segment $ 305.3 55.7 % $ 305.3 53.2 % $ 270.8 50.6 % $ 34.5 12.7 %
Connectivity Solutions
segment 253.4 46.2 280.6 48.9 273.7 51.1 6.9 2.5
Inter-segment eliminations (10.7 ) (1.9 ) (12.2 ) (2.1 ) (9.0 ) (1.7 ) (3.2 ) 35.6
Consolidated net sales $ 548.0 100.0 % $ 573.7 100.0 % $ 535.5 100.0 % $ 38.2 7.1 %
Total domestic sales $ 378.0 69.0 % $ 392.4 68.4 % $ 367.1 68.6 % $ 25.3 6.9 %
Total international sales 170.0 31.0 181.3 31.6 168.4 31.4 12.9 7.7
Total worldwide sales $ 548.0 100.0 % $ 573.7 100.0 % $ 535.5 100.0 % $ 38.2 7.1 %

Overall, consolidated net sales, on a pro forma basis, increased year over year for the first six months primarily due to higher domestic and
international sales of Broadband/Video Products within the Cable segment. Our Cable segment sales increased in all major product categories
and in all regions. The year-over-year improvement in Connectivity Solutions segment sales, on a pro forma basis, for the first six months was

primarily due to higher domestic sales of Integrated Cabinet Solutions Products, which was somewhat offset by lower domestic sales of
SYSTIMAX Products.

Cable Segment

Three Months Ended June 30,
2004 2003
Net
Sales

% of Net
Sales

Net
Sales

% of Net
Sales

Dollar
  Change  

%
Change

(dollars in millions)
Broadband/Video Products $ 127.6 75.3 % $ 108.5 76.7 % $ 19.1 17.6 %
LAN Products 31.6 18.6 24.6 17.4 7.0 28.5
Wireless & Other Telecom Products 10.3 6.1 8.3 5.9 2.0 24.1
Total Cable segment $ 169.5 100.0 % $ 141.4 100.0 % $ 28.1 19.9 %

Six Months Ended June 30,
2004 2003
Net
Sales

% of Net
Sales

Net
Sales

% of Net
Sales

Dollar
  Change  

%
Change

(dollars in millions)
Broadband/Video Products $ 230.1 75.4 % $ 209.8 77.5 % $ 20.3 9.7 %
LAN Products 56.9 18.6 47.6 17.6 9.3 19.5
Wireless & Other Telecom Products 18.3 6.0 13.4 4.9 4.9 36.6
Total Cable segment $ 305.3 100.0 % $ 270.8 100.0 % $ 34.5 12.7 %

The increase in net sales of Broadband/Video Products for the three and six month periods ended June 30, 2004 primarily resulted from strong
international sales volumes. Despite lower sales of fiber optic cable and lower sales to our largest domestic Cable segment customer, domestic
sales of Broadband/Video Products increased moderately. Sales to essentially all other major domestic broadband customers increased year over

year for the three and six month periods ended June 30, 2004. However, based on
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information from our domestic customers, we expect lower sales of Broadband/Video products in the second half of 2004.

As a result of rising raw material prices, we announced a price increase in April 2004 for essentially all broadband coaxial cable products that
became effective beginning in late May. However, we expect ongoing pricing pressure and weak demand industry wide for fiber optic cable
products for broadband applications through 2004. These price increases did not materially impact second quarter or first six months sales.

The increase in net sales of LAN Products for the three and six month periods ended June 30, 2004 was primarily driven by improved project
business and the positive impact of previously announced price increases for our products. In addition, the launch of our new UnipriseTM brand

contributed to the increase in net sales of LAN Products. We believe the business environment for our LAN products is improving based
primarily on the improvement in information technology spending, which has led to increased spending by our customers. We announced two

price increases for our LAN Products in the first quarter of 2004 as a result of significant increases in the cost of certain raw materials.

The increase in net sales of Wireless and Other Telecom Products for the three and six month periods ended June 30, 2004 was mainly due to a
higher volume of sales combined with improved product mix. The improvement in general economic conditions has led to increased spending
by certain major wireless carriers. In addition, we have developed relationships with new customers, who are generally purchasing larger

diameter products, which have comparatively higher prices. We believe we continue to make steady progress communicating the Cell Reach®
value proposition to new and existing customers, both domestically and internationally. While we expect sales of wireless products to be

somewhat volatile since customer spending is mainly project-driven, we remain optimistic about our long-term global wireless opportunities
primarily as a result of improving global economic conditions.

Connectivity Solutions Segment

Actual Pro forma
Three months
ended
June 30,
2004

Three months
ended
June 30,
2003

Net
Sales

% of
Net
Sales

Net
Sales

% of
Net
Sales

Dollar
Change

%
Change

(dollars in millions)
SYSTIMAX Products $ 116.7 77.4 % $ 118.5 83.0 % $ (1.8 ) (1.5 )%
ExchangeMAX Products 15.8 10.5 13.8 9.7 2.0 14.5
Integrated Cabinet Systems Products 18.2 12.1 10.4 7.3 7.8 75.0
Total Connectivity Solutions segment $ 150.7 100.0 % $ 142.7 100.0 % $ 8.0 5.6 %

Actual Pro forma
Five-month
period ended
June 30,

Six months ended
June 30,

2004 2004 2003

Net
Sales

% of
Net
Sales

Net
Sales

% of
Net
Sales

Net
Sales

% of
Net
Sales

Dollar
Change

%
Change

(dollars in millions)
SYSTIMAX Products $ 194.6 75.8 % $ 210.4 75.0 % $ 225.8 82.5 % $ (15.4 ) (6.8 )%
ExchangeMAX Products 23.5 7.5 27.1 9.6 27.1 9.9 0.0 0.0
Integrated Cabinet Systems
Products 35.3 16.7 43.1 15.4 20.8 7.6 22.3 107.2
Total Connectivity Solutions
segment $ 253.4 100.0 % $ 280.6 100.0 % $ 273.7 100.0 % $ 6.9 2.5 %
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The pro forma net sales in the table above for the three months ended June 30, 2003 reflect sales recognized by the Connectivity Solutions
business during that period as operated by Avaya. The pro forma net sales in the table above for the six months ended June 30, 2004 reflect the

actual sales of the Connectivity Solutions segment for the five-month period ended June 30, 2004 in addition to sales recognized by the
Connectivity Solutions business in January 2004 as operated by Avaya prior to our acquisition of this business on January 31, 2004. The pro

forma net sales in the table above for the six months ended June 30, 2003 reflect sales recognized by the Connectivity Solutions business during
that period as operated by Avaya.

The discussion below focuses on the changes in net sales for the three months ended June 30, 2004 as compared to the pro forma net sales for
the three months ended June 30, 2003. The discussion below also compares the pro forma net sales for the six months ended June 30, 2004 to the
pro forma net sales for the six months ended June 31, 2003 since the actual net sales for the five-month period ended June 30, 2004 would not be
comparable. However, these pro forma results may not be indicative of the actual results of the Connectivity Solutions segment as operated by

CommScope.

The net sales of SYSTIMAX Products, on a pro forma basis, were relatively flat year over year for the second quarter primarily due to unusually
strong sales volumes in the second quarter of 2003. Second quarter 2004 sales performance was somewhat impacted by previously announced
price increases for our products. During the quarter ended March 31, 2004, we announced two price increases for new projects primarily due to
the rising cost of copper and certain polymers. The year-over-year decrease in net sales of SYSTIMAX Products, on a pro forma basis, for the
first six months was primarily the result of our effort to reduce external inventory balances held by distributors to a more appropriate level. We
expect demand for SYSTIMAX products to be driven by the ongoing need for bandwidth and high-performance structured cabling in the

enterprise market and affected by global information technology spending, among other things.

The increase in net sales of ExchangeMAX Products, on a pro forma basis, for the second quarter was primarily related to higher sales volumes
from our netSet® remote provisioning systems, among other things. However, competitive pricing pressure continues to affect sales of

ExchangeMAX Products. Net sales of ExchangeMAX Products, on a pro forma basis, for the first six months were flat.

The increase in net sales of Integrated Cabinet Solutions (�ICS�) Products, on a pro forma basis, for the second quarter and first six months was
primarily due to increased sales volumes resulting from increasing service provider deployments of Digital Subscriber Lines. However, second
quarter 2004 sales of ICS products declined from the first quarter levels as a large customer neared completion of current planned projects.

Gross profit (net sales less cost of sales)

The year-over year increases in gross profit for the three and six month periods ended June 30, 2004 were primarily due to the acquisition of the
Connectivity Solutions business as of January 31, 2004. Second quarter 2004 gross profit margin increased to 23.1% from 20.4% in the second
quarter of 2003, primarily as a result of the acquisition. Gross profit margin for the first six months was flat year over year. Gross profit margins
for the three and six month periods ended June 30, 2004 were affected by charges totaling $1.3 million and $14.6 million, respectively, related to

the impact of purchase accounting adjustments on the Connectivity Solutions segment inventory. These purchase accounting adjustments
resulted from the write-up above replacement manufacturing cost of a portion of Connectivity Solutions� finished goods and work in process

inventory to reflect its acquired fair value as of the acquisition date under purchase accounting guidance. This write-up to fair value results in an
increase in cost of sales and lower margins following the acquisition as the acquired inventory is sold.
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Over the last 12 months, the costs of copper, plastics and polymers have increased substantially. As a result of these higher costs, we have
announced price increases for certain products. While we expect improved gross margins as a result of the selected price increases, the inability

to achieve continued market acceptance of the price increases could result in lower gross profit and gross profit margin.

Selling, general and administrative expense

The increases in selling, general and administrative (�SG&A�) expense for the three and six month periods ended June 30, 2004 as compared to
the same periods in 2003 were primarily due to the acquisition of Connectivity Solutions as of January 31, 2004. SG&A expense as a percentage

of net sales was also slightly higher year over year in both the second quarter and first six months, primarily as a result of the acquisition.

Research and development

Research and development (�R&D�) expense increased for the three and six month periods ended June 30, 2004 as compared to the same periods
in 2003 primarily due to the acquisition of Connectivity Solutions as of January 31, 2004, which has extensive research and development
activities. R&D expense as a percentage of net sales was also slightly higher year over year in both the second quarter and first six months,

primarily as a result of the acquisition.

In-process research and development charges

We recognized a $3.9 million pretax charge during the first quarter of 2004 for the write-off of in-process research and development acquired in
our acquisition of Connectivity Solutions. This in-process research and development was valued as an intangible asset by independent appraisal
in accordance with purchase accounting guidance. Since research and development activities are required to be expensed as incurred under U.S.

generally accepted accounting principles, this acquired intangible asset was written off immediately following the acquisition date.

Acquisition-related transition and startup costs

We incurred pretax charges of $1.2 million and $8.0 million for the three and six month periods ended June 30, 2004, respectively, as a result of
startup, transition and other costs related to the acquisition of Connectivity Solutions. These charges primarily related to information technology,

transition services, and other acquisition-related costs.

We reduced the Connectivity Solutions segment workforce by approximately 45 employees, or 2% of the segment�s global workforce, during the
first quarter of 2004. The reductions were primarily related to our efforts to improve operational efficiency and reduce cost. We recorded total
pretax charges of approximately $1.6 million in acquisition-related transition and startup costs for employee termination benefits related to this
workforce reduction during the first quarter of 2004. We intend to continue evaluating all aspects of our business and to take appropriate action

to position us for long-term success and strong competitiveness.

Loss on early extinguishment of debt

We recognized a $5.0 million pretax loss during the first quarter of 2004 on the early extinguishment of our 4% convertible subordinated notes.
This loss includes premiums paid and accrued to note holders in the amount of $3.1 million and the write-off of the remaining balance of related

long-term financing costs in the amount $1.9 million. See further discussion under �Liquidity and Capital Resources.�

33

Edgar Filing: SOUTHERN CALIFORNIA GAS CO - Form 424B5

Table of Contents 64



Net interest expense

The year-over-year increases in net interest expense for the three and six month periods ended June 30, 2004 were primarily due to higher
average outstanding balances of long-term debt incurred primarily for the acquisition of Connectivity Solutions. This increase was partially
offset for these periods by a decrease in our effective interest rate. Our weighted average effective interest rate on outstanding borrowings,

including amortization of associated long-term financing costs, decreased to 2.66% as of June 30, 2004 compared to 4.87% as of December 31,
2003. This decrease in our effective interest rate was mainly due to the refinancing of our existing $172.5 million aggregate principal amount of

4% convertible notes with the issuance of $250.0 million aggregate principal amount of 1% convertible senior subordinated debentures.

Income taxes

Our consolidated effective income tax rate was 35% and 36% for the three and six month periods ended June 30, 2004, respectively, compared
to 37% for the three and six month periods ended June 30, 2003. The reduction in our effective income tax rate was primarily due to our

acquisition of Connectivity Solutions in the first quarter of 2004, which expanded our international activities in lower tax rate jurisdictions. In
addition, our 2004 effective income tax rate was reduced by the reversal of a $1.4 million valuation allowance, which was established in 2001
for a deferred tax asset created by the impairment of an investment. The capital gain realized in the second quarter of 2004 will allow us to
realize the tax benefit associated with that impairment loss. However, the favorable impact of these two items was mostly offset by the tax

impact of the net gain on the OFS BrightWave, LLC transaction, which was recorded at a 37% effective income tax rate in the second quarter of
2004.

OFS BrightWave, LLC

Effective November 16, 2001, we acquired an approximate 18.4% ownership interest in OFS BrightWave, an optical fiber and fiber cable
venture between us and Furukawa. During the three months ended March 31, 2004, OFS BrightWave began to move certain cable production
from the Norcross facility to the Carrollton facility. Effective April 1, 2004, Furukawa contributed its investment in the Carrollton facility to
OFS BrightWave. Because we did not elect to make further corresponding investments in OFS BrightWave, this additional investment in OFS

BrightWave by Furukawa reduced our ownership percentage in OFS BrightWave from 18.4% to 9.4%, effective April 1, 2004.

Primarily as a result of the continuing weakness in the fiber optic cable market and Furukawa�s continuing efforts to restructure its OFS
operations, we agreed with Furukawa to further amend our existing contractual arrangements in the second quarter of 2004 for the mutual

benefit of both companies. On June 11, 2004, we assigned all of our rights and duties under our contractual arrangements with Furukawa to our
wholly-owned subsidiary, CommScope Optical Technologies, Inc. (�CommScope Optical�). On June 14, 2004, CommScope Optical and

Furukawa changed the period in which CommScope Optical could exercise its contractual right to sell its ownership interest in OFS BrightWave
to Furukawa from 2006 to any time on or after June 14, 2004 and changed the exercise price from $173.4 million in cash to the approximately
7.7 million shares of our common stock owned by Furukawa. On June 14, 2004, CommScope Optical exercised its contractual right to sell and
sold its 9.4% ownership interest in OFS BrightWave to Furukawa in exchange for delivery by Furukawa of the approximately 7.7 million shares
of our common stock owned by Furukawa, which were valued at $132.3 million as of the transaction date. We currently hold these shares as

treasury stock.

As a result of this transaction, we no longer own any equity interest in OFS BrightWave. However, we maintained our strategic relationship with
Furukawa by entering into a new four-year optical fiber supply agreement with OFS Fitel, LLC (�Fitel�), a wholly-owned, indirect subsidiary of

Furukawa, replacing the
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existing supply agreement with Fitel that was scheduled to expire in November 2004. Through this supply agreement, we continue to have
access to a broad array of technologically advanced optical fibers. We also have a cross license arrangement with a subsidiary of Furukawa for

key intellectual property.

This transaction does not affect our right to receive full payment from OFS BrightWave under the $30 million revolving note due in 2006, based
on its original terms. The carrying value of this note was reduced to approximately $11 million as of June 14, 2004 under equity method
accounting rules, which requires accounting for an advance to an equity method investee in the same manner as the investment, once the

carrying value of the investment has been reduced to zero. Primarily due to market conditions for optical fiber and because we no longer have an
equity ownership interest in OFS BrightWave, we determined that there was an other-than-temporary impairment in the carrying value of this
asset as of the transaction date. Accordingly, a pretax impairment charge of $11 million was recognized as a reduction of the gain on the OFS

BrightWave transaction during the quarter ended June 30, 2004.

The OFS BrightWave transaction resulted in a net pretax gain in the amount of $121.3 million, or $1.24 per diluted share, net of tax, during the
second quarter of 2004. This gain represents (1) the fair value of the common stock received by us in exchange for our transfer of our ownership
interest in OFS BrightWave to Furukawa, plus (2) the realized gain from our cumulative equity method share of OFS BrightWave�s unrealized
foreign currency translation gains previously recorded in accumulated other comprehensive loss, less (3) the impairment charge related to the
$30 million note receivable from OFS BrightWave. The after-tax net gain is reflected in our statement of operations after income (loss) before
equity in losses of OFS BrightWave, LLC and net gain on OFS BrightWave, LLC transaction. The income tax impact of this gain enables us to

realize our deferred tax asset related to our share of the cumulative financial statement net losses of OFS BrightWave. In addition, this
transaction creates a capital gain for tax purposes, which allows us to deduct a capital loss related to the 2001 impairment of an investment,

creating a current tax benefit of $1.4 million from this capital loss deduction.

Our share of the losses of OFS BrightWave for the period from April 1, 2004 through June 14, 2004, was approximately $0.9 million, pretax.
For the period from January 1, 2004 through June 14, 2004, our share of the losses of OFS BrightWave was approximately $2.3 million, pretax.
For the three and six month periods ended June 30, 2003, our share of the losses of OFS BrightWave was approximately $53.9 million and $60.0

million, respectively. Since OFS BrightWave has elected to be taxed as a partnership, we recorded a tax benefit related to our share in the
flow-through losses of approximately $0.3 million for the period from April 1, 2004 through June 14, 2004 and approximately $0.8 million for

the period from January 1, 2004 through June 14, 2004. We recorded a tax benefit related to our share in the flow-through losses of
approximately $20.0 million and $22.2 million for the three and six month periods ended June 30, 2003, respectively.
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LIQUIDITY AND CAPITAL RESOURCES

Cash Flow Overview

Our principal sources of liquidity both on a short-term and long-term basis are cash and cash equivalents, cash flows provided by operations and
availability under credit facilities. Reduced sales and profitability could reduce cash provided by operations and limit availability under credit
facilities. In addition, increases in working capital, excluding cash and cash equivalents, related to increasing sales could reduce our operating

cash flows in the short term until cash collections of accounts receivable catch up to the higher level of billings.

As of
June
30,
2004

December
31,
2003

Dollar
Change

%
Change

(dollars in millions)
Cash and cash equivalents $ 139.1 $ 206.0 $ (66.9 ) (32.5 )%
Working capital, excluding cash and current portion of long-term debt $ 122.1 $ 74.6 $ 47.5 63.7
Long-term debt, including current maturities $ 328.3 $ 183.3 $ 145.0 79.1
Stockholders� equity 427.6 455.7 (28.1 ) (6.2 )
Book capital structure $ 755.9 $ 639.0 $ 116.9 18.3
Long-term debt as a % of book capital structure 43.4 % 28.7 %

The decrease in cash as of June 30, 2004 as compared to December 31, 2003 was primarily driven by the use of $150 million of cash on hand as
partial payment to Avaya for the acquisition of Connectivity Solutions. We borrowed an additional $100 million under our new senior secured
credit facility to finance the remaining portion of the acquisition cost. We used the proceeds from the issuance of $250.0 million aggregate

principal amount of 1% convertible senior subordinated debentures during the first six months of 2004 to repurchase $172.5 million aggregate
principal amount of our 4% convertible notes, to repay $25 million of borrowings under our revolving credit facility, and for other general

corporate purposes.

Our long-term debt as a percent of book capital structure increased during the first six months of 2004 primarily due to the issuance of $250
million aggregate principal amount of 1% convertible senior subordinated debentures, which was partially offset by the extinguishment of our
$172.5 million aggregate principal amount of 4% convertible subordinated notes and the repayment of $25 million under our revolving credit
facility. In addition, we borrowed $75 million under the new 5-year, $185 million senior secured credit facility during the first six months of

2004. Our book capital structure was also impacted by our receipt of approximately 7.7 million shares of our common stock, valued at
approximately $132.3 million, from Furukawa in a nonmonetary exchange for our investment in OFS BrightWave.

Six months ended
June 30, Dollar %
2004 2003 Change Change
(dollars in millions)

Net cash provided by operating activities $ 58.0 $ 22.6 $ 35.4 156.6 %
Increase (decrease) in working capital, excluding cash, current portion of
long-term debt, and acquisition of Connectivity Solutions working capital (34.6 ) 9.3 (43.9 ) (472.0 )
Depreciation and amortization 30.3 17.4 12.9 74.1
Capital expenditures 4.5 2.5 2.0 80.0
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Operating Activities

Net cash provided by operating activities increased year over year primarily due to the decrease in working capital as we worked to reduce
inventory balances in our Connectivity Solutions segment to a more appropriate level. We expect working capital to increase as a percentage of
sales in 2004 as a result of the Connectivity Solutions acquisition. However, we believe that we can improve working capital performance of the

Connectivity Solutions segment by reducing inventory and improving inventory turnover.

Depreciation and amortization increased year over year primarily due to the acquisition of Connectivity Solutions, which included
approximately $75 million of amortizable intangible assets.

Investing Activities

Investment in property, plant and equipment during the first quarter was higher year over year primarily due to the capital spending in the
Connectivity Solutions segment. Including the Connectivity Solutions segment, we currently expect total capital expenditures to be

approximately $25 million in 2004 compared to $5 million in 2003. The expected increase in capital spending during 2004 is primarily for cost
reduction efforts, information technology initiatives and additional production capability in Asia. We expect total capital expenditures to remain

at a level below consolidated depreciation and amortization expense for the next several years.

As discussed further below, as of January 31, 2004, we completed the acquisition from Avaya of substantially all of the assets, subject to current
liabilities, and assumed up to $65 million of other specified liabilities, primarily related to employee benefits, of Connectivity Solutions. The

total purchase price consisted of $250 million in cash, subject to post-closing adjustments, and approximately 1.8 million shares of our common
stock. We are currently preparing to seek third party resolution concerning the amount of such post-closing adjustments, in accordance with the
terms of the Asset Purchase Agreement. Final resolution of this matter may result in an adjustment to the amounts recorded in connection with
the Connectivity Solutions acquisition. However, management does not currently believe that such adjustments, if any, will have a material

effect on our financial position or results of operations.

Financing Activities

We entered into a $100 million secured credit facility that closed January 10, 2003. The facility was not drawn at December 31, 2003. We
replaced this facility on January 31, 2004 in connection with our acquisition of Connectivity Solutions as described below.

The cash portion of the purchase price for Connectivity Solutions consisted of $150 million from our existing cash balances and $100 million
from borrowings under a new 5-year, $185 million senior secured credit facility, which consisted of a $75 million term loan and a $110 million
revolving credit facility. In connection with this senior secured credit facility, we incurred costs of approximately $4.6 million, which were

capitalized as other assets and are being amortized over the term of the facility. As of June 30, 2004, we owed $67.5 million under the term loan.
We had availability under the new revolving credit facility of approximately $67 million and had no outstanding borrowings under this revolving
credit facility as of June 30, 2004. We believe we were in compliance with all of our covenants under this senior secured credit facility as of

June 30, 2004.

The purchase price for Connectivity Solutions also consisted of the issuance to Avaya of approximately 1.8 million shares of our common stock,
which were valued at $32.4 million, net of an accrual for estimated registration costs of $0.5 million. The demand received from Avaya as of

January 31, 2004 for registration of those shares has been withdrawn and Avaya has since sold the shares to an unrelated third party.
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In March 2004, we issued $250 million aggregate principal amount of 1% convertible senior subordinated debentures due March 15, 2024. The
proceeds from these debentures were used primarily to extinguish our outstanding 4% convertible subordinated notes due December 15, 2006, to
repay outstanding borrowings under our revolving credit facility, and for general corporate purposes. We repurchased $102.9 million of our 4%
convertible subordinated notes during March 2004, and redeemed the remaining $69.6 million of these notes in April 2004. The repurchase and
redemption of these 4% convertible notes resulted in a $5.0 million pretax loss on the early extinguishment of debt during the first six months of

2004. We also repaid $25 million of borrowings under our senior secured revolving credit facility in March 2004. In connection with the
issuance of the debentures, we incurred costs of approximately $6.8 million, which were capitalized as other assets and are being amortized over
a period of five years, representing the period through the date on which the debenture holders may first require us to repurchase the debentures.

We may redeem some or all of these debentures at any time on or after March 20, 2009 at a redemption price equal to 100% of the principal
amount of the debentures, plus accrued interest. Additionally, holders of these 1% convertible subordinated debentures may require us to

repurchase all or any portion of their debentures for cash on March 20, 2009, March 15, 2014 and March 15, 2019 at a price equal to 100% of
the principal amount of debentures to be repurchased, plus accrued interest.

These debentures are convertible into shares of our common stock in the following circumstances: during any fiscal quarter commencing after
June 30, 2004, (1) if the closing price of our common stock exceeds 120% of the conversion price then in effect for at least twenty trading days
in the thirty consecutive trading day period ending on the last trading day of the immediately preceding fiscal quarter; (2) subject to certain

exceptions, during the five business days after any five consecutive trading day period in which the trading price per $1,000 principal amount of
the debentures for each day of such period was less than 98% of the product of the closing sale price of our common stock and the number of

shares issuable upon conversion of $1,000 principal amount of the debentures; (3) if the debentures have been called for redemption; or (4) upon
the occurrence of certain corporate transactions.

The current conversion rate of these debentures is 45.9770 shares per $1,000 principal amount of debentures, representing a conversion price of
$21.75 per share. The conversion rate is subject to adjustment, without duplication, upon the occurrence of any of the following events, as more
fully explained in the Indenture: (1) payment or issuance of common stock as a dividend or distribution on our common stock; (2) the issuance
to all holders of common stock of rights, warrants or options to purchase our common stock for a period expiring within 45 days of the record
date for such distribution at a price less than the average of the closing sale prices for the 10 trading days preceding the declaration date for such
distribution; (3) subdivisions, splits or combinations of our common stock; (4) distributions by us to all holders of our common stock of shares

of our capital stock, evidences of indebtedness, property or assets, including rights, warrants, options and other securities but excluding
dividends or distributions covered by clauses (1) or (2) above or any dividend or distribution paid exclusively in cash; provided that in the event
that we distribute capital stock of, or similar equity interests in, a subsidiary or other business unit of ours, then the conversion rate will be

adjusted based on the market value of the securities so distributed relative to the market value of our common stock, in each case based on the
average closing sales prices of those securities (where such closing prices are available) for the 10 trading days commencing on and including
the fifth trading day after the date on which �ex-dividend trading� commences for such distribution on the New York Stock Exchange or such

other principal national or regional exchange or market on which the securities are then listed or quoted or in the absence of such a quotation, a
closing sale price determined by us on a basis we consider appropriate; (5) the payment of cash as a dividend or distribution on our common
stock, excluding any dividend or distribution in connection with our liquidation, dissolution or winding up; or (6) we or any of our subsidiaries

makes a payment in respect of a tender offer or exchange offer for our common stock to the extent that the cash and value of any other
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consideration included in the payment per share of our common stock exceeds the closing sale price per share of our common stock on the
trading day next succeeding the last date on which tenders or exchanges may be made pursuant to such tender or exchange offer.

To the extent that our shareholder rights agreement dated June 12, 1997, as amended, or any future rights plan adopted by us is in effect upon
conversion of the debentures into common stock, holders of the debentures will receive, in addition to the common stock, the rights under the
rights plan unless the rights have separated from the common stock at the time of conversion, in which case the conversion rate will be adjusted
as if we distributed to all holders of our common stock, shares of our capital stock, evidences of indebtedness, property or assets as described in

clause (4) above, subject to readjustment in the event of the expiration, termination or redemption of such rights.

In the event of (1) any reclassification of our common stock; (2) a consolidation, merger or binding share exchange involving us; or (3) a sale or
conveyance to another person or entity of all or substantially all of our property and assets, in which holders of our common stock would be
entitled to receive stock, other securities, other property, assets or cash for their common stock, upon conversion holders of the debentures will
be entitled to receive the same type of consideration that they would have been entitled to receive if they had converted the debentures into our

common stock immediately prior to any of these events.

We may, from time to time, increase the conversion rate if our board of directors has made a determination that this increase would be in our
best interests. In addition, we may increase the conversion rate if our board of directors deems it advisable to avoid or diminish any income tax

to holders of common stock resulting from any stock or rights distribution.

Future Cash Needs

We expect that our primary future cash needs will be to fund working capital, capital expenditures, debt service, and employee obligations. We
incurred pretax transition and startup costs of approximately $8.0 million during the six months ended June 30, 2004, related to the acquisition
of Connectivity Solutions, which were primarily for information technology, transition services and other acquisition-related costs. We believe
we have incurred most of the acquisition-related transition and startup costs associated with Connectivity Solutions as of June 30, 2004. In
addition, we have assumed up to $65 million of other specified liabilities in this transaction, primarily related to employee benefits. These

noncurrent employee benefit liabilities will be funded with cash flow from future operations.

We believe that our existing cash and cash flows from operations, combined with availability under our senior secured revolving credit facility,
will be sufficient to meet our presently anticipated future cash needs. We may, from time to time, borrow under our revolving credit facility or

issue securities, if market conditions are favorable, to meet our future cash needs or to reduce our borrowing costs.
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CONTRACTUAL OBLIGATIONS

As a result of the acquisition of Connectivity Solutions as of January 31, 2004 in addition to financing activities that occurred during the six
months ended June 30 2004, we have had a material change in our contractual obligations since December 31, 2003. The following table

summarizing our contractual obligations has been updated from December 31, 2003 to reflect our consolidated contractual obligations as of June
30, 2004 (in millions):

Total Amount of Payments Due per Period

Contractual Obligations
Payments
Due

Less than
1 year 1-3 years 3-5 years

After 5
years

Long-term debt $ 328.3 $ 22.0 $ 26.0 $ 19.5 $ 260.8
Operating leases 45.0 6.6 13.4 9.9 15.1
Purchase obligations 3.9 3.9 � � �
Pension liabilities 33.0 0.2 3.3 2.4 27.1
Postretirement benefit liabilities 64.5 0.2 2.4 4.3 57.6
Foreign currency derivative 5.9 � � � 5.9
Total contractual obligations $ 480.6 $ 32.9 $ 45.1 $ 36.1 $ 366.5

In addition to the contractual obligations listed above, we are contractually obligated to pay $2.5 million per year through March 15, 2024 for
interest on our $250.0 million convertible debentures.

FORWARD-LOOKING STATEMENTS

Certain statements in this Form 10-Q that are other than historical facts are intended to be �forward-looking statements� within the meaning of the
Securities Exchange Act of 1934, the Private Securities Litigation Reform Act of 1995 and other related laws and include but are not limited to
those statements relating to our business position, plans, transition, outlook, revenues, earnings, margins, accretion, synergies and other financial
items, integration and restructuring plans related to our acquisition of substantially all of the assets and certain liabilities of the Connectivity
Solutions business, sales and earnings expectations, expected demand, cost and availability of key raw materials, internal production capacity

and expansion, competitive pricing, relative market position and outlook. While we believe such statements are reasonable, the actual results and
effects could differ materially from those currently anticipated. These forward-looking statements are identified, including, without limitation,
by their use of such terms and phrases as �intends,� �intend,� �intended,� �goal,� �estimate,� �estimates,� �expects,� �expect,� �expected,� �project,� �projects,�

�projected,� �projections,� �plans,� �anticipates,� �anticipated,� �should,� �designed to,� �foreseeable future,� �believe,� �believes,� �think,� �thinks� and �scheduled� and
similar expressions.

These statements are subject to various risks and uncertainties, many of which are outside our control, including, without limitation, the
challenges of transition, integration and restructuring associated with the acquisition of Connectivity Solutions; the impact of purchase
accounting adjustments; the challenges of achieving anticipated synergies; the ability to retain qualified employees and existing business
alliances; maintaining satisfactory relationships with represented employees; customer demand for our products, applications and services;

post-closing adjustments; any statements of belief and any statements of assumptions underlying any of the foregoing; expected demand from
major domestic MSOs; telecommunications industry capital spending; ability to maintain successful relationships with our major distributors;
industry consolidation; ability of our customers to secure adequate financing to fund their infrastructure projects or to pay us; product demand
and industry excess capacity; changes or fluctuations in global business conditions; competitive pricing and acceptance of our products; changes

in cost and availability of key raw materials, especially those that are available only from limited sources; ability to
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recover higher material and transportation costs from our customers through price increases; possible future impairment charges for goodwill
and other long-lived assets; industry competition and the ability to retain customers; possible disruption due to customer or supplier bankruptcy,
reorganization or restructuring; our ability to obtain financing and capital on commercially reasonable terms; covenant restrictions and our
ability to comply with covenants in our debt agreements; successful operation of our vertical integration activities; successful expansion and
related operation of our facilities; achievement of sales, growth and earnings goals; ability to achieve reductions in costs; ability to retain and
attract key personnel; developments in technology; intellectual property protection; product performance issues and associated warranties;
adequacy and availability of insurance; regulatory changes affecting us or the industries we serve; acquisition activities and the ability to

integrate acquisitions; the accounting and financial reporting impact of our stock options and convertible debt; environmental issues; terrorist
activity or armed conflict; political instability; major health concerns and other factors. Actual results may also differ due to changes in
telecommunications industry capital spending, which is affected by a variety of factors, including, without limitation, general business
conditions, acquisitions of telecommunications companies by others, consolidation within the telecommunications industry, the financial

condition of telecommunications companies and their access to financing, competition among telecommunications companies, technological
developments, and new legislation and regulation of telecommunications companies. These and other factors are discussed in greater detail in
Exhibit 99.1 to this Form 10−Q. The information contained in this Form 10−Q represents our best judgment at the date of
this report based on information currently available. However, we do not intend, and are not undertaking any duty or
obligation, to update this information to reflect developments or information obtained after the date of this report.

ITEM 3.   QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

As disclosed in our Annual Report on Form 10-K/A for the year ended December 31, 2003, our major market risk exposure relates to adverse
fluctuations in commodity prices, interest rates and foreign currency exchange rates. We have established a risk management strategy that

includes the reasonable use of derivative and nonderivative financial instruments primarily to manage our exposure to these market risks. We
believe our exposure associated with these market risks has not materially changed since December 31, 2003. We have not acquired any new

derivative financial instruments since December 31, 2003 or terminated any derivative financial instruments that existed at that date.

ITEM 4.   CONTROLS AND PROCEDURES

Our disclosure controls and procedures are designed to ensure that information required to be disclosed in reports that we file or submit under
the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the rules and forms of
the Securities and Exchange Commission. Our Chief Executive Officer and our Chief Financial Officer have reviewed the effectiveness of our

disclosure controls and procedures as of the end of the period covered by this report and have concluded that the disclosure controls and
procedures are effective.

There were no changes in our internal control over financial reporting during the three months ended June 30, 2004 that have materially affected,
or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II�OTHER INFORMATION

ITEM 2.   CHANGES IN SECURITIES, USE OF PROCEEDS AND ISSUER PURCHASES OF EQUITY
SECURITIES

Period

Total Number
of Shares
Purchased

Average
Price
Paid per
Share

Total Number of
Shares
Purchased as
Part of Publicly
Announced Plan

Maximum Number
of Shares that
May Yet Be
Purchased Under
the Plans

April 1 � April 30, 2004 � � � �
May 1 � May 31, 2004 � � � �
June 1 � June 30, 2004 7,656,900 (A) (B) Not applicable Not applicable

(A)  On June 14, 2004, CommScope Optical exercised its contractual right to sell and sold its 9.4% ownership
interest in OFS BrightWave to Furukawa in exchange for delivery by Furukawa of 7,656,900 shares of CommScope

common stock owned by Furukawa.

(B)  The consideration for the purchase of all of the CommScope common stock held by Furukawa consisted of the
transfer of CommScope Optical�s 9.4% ownership interest in OFS BrightWave, LLC to Furukawa.

ITEM 4.   SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The Company held its Annual Meeting of Stockholders (the �Meeting�) on May 7, 2004. Proxies for the Meeting were solicited pursuant to
Regulation 14A under the Securities Exchange Act of 1934, as amended. A total of 61,354,730 shares of Common Stock with one vote each

were entitled to vote at the Meeting and holders of 58,049,948 shares voted in person or by proxy, constituting a quorum.

At the Meeting, two of the Company�s directors were elected for three-year terms ending at the 2007 Annual Meeting of Stockholders by the vote
set forth below:

Name of Director Votes For Votes Withheld
Boyd L. George 53,757,540 4,292,408
George N. Hutton, Jr. 55,644,427 2,405,521

The Company�s other four directors, whose terms of office continue after the Meeting with terms expiring at the annual meetings in parentheses
after their names, are James N. Whitson (2005), June E. Travis (2005), Frank M. Drendel (2006) and Duncan M. (�Lauch�) Faircloth (2006).

A proposal to approve the Amended and Restated CommScope, Inc. 1997 Long-Term Incentive Plan, as amended effective May 7, 2004 was
approved by 42,734,971 votes cast in favor, 8,555,737 votes cast against, 1,349,146 votes abstaining and 5,410,094 broker non-votes.

A proposal to re-approve the material terms of the performance goals set forth under the Annual Incentive Plan as required under Section 162(m)
of the Internal Revenue Code and the regulations promulgated thereunder was approved by 53,919,213 votes cast in favor, 2,772,346 votes cast

against and 1,358,389 votes abstaining.

A proposal to ratify the appointment by the board of directors of the Company of Deloitte & Touche LLP as independent auditors for the
Company for the 2004 fiscal year was approved by 57,500,600 votes cast in favor, 511,205 votes cast against and 38,143 votes abstaining.
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ITEM 6.   EXHIBITS AND REPORTS ON FORM 8-K

(a)  Exhibits

31.1  Certification of Chief Executive Officer pursuant to Rule 13a-14(a).

31.2  Certification of Chief Financial Officer pursuant to Rule 13a-14(a).

32  Certification of Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2003 (furnished pursuant to Item 601(b)(32)(ii) of

Regulation S-K).

99.1  Forward-Looking Information

(b)  Reports on Form 8-K filed during the three months ended June 30, 2004:

On May 4, 2004, we furnished a current report on Form 8-K announcing our financial results for the first quarter of 2004.

On June 15, 2004, we filed a current report on Form 8-K announcing the restructuring of our relationship with Furukawa.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

Commscope, Inc.
August 9, 2004 /s/ Jearld L. Leonhardt
Date Jearld L. Leonhardt

Executive Vice President and Chief Financial Officer
signing both in his capacity as Executive Vice
President on behalf of the Registrant and as
Chief Financial Officer of the Registrant
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