Tn the Metter of the Apvlicetion )

of SAY DIEGO CONSOLIDATED GAS ) -
end EIECTRIC COMPANY for en order ) Applicetion Ne.l354.
anthorizing the issue of debemture ) :

bonds of the fece value of $500, OO0.00.)

A. E. Sweet for epplicent.
TEEIEN, Commissioner.
0OPIXION

is is en spplicstion for sutborlty to 1ssae $500 OOO 06

Th
face velue, of 6 per cent debenture bonas et not less than 93 per

cent of +heir fece velue end sccrued interest; for the purnose
oaylng ou“standing indebtedness, as will herelnafter aopear in
greeter deteil | .
. Applicent elleges thet in making up the dif;erence
between tke monevs realizé& by it from the sole 0¢ fir@t mortgage
bonas end uhe caegh cost ol permenent extensmons and a&&mtions to
its proneroles since J&nuary 1, 1609, &np’icant hes. been comnelled
~ to incur o lerge flow ulng indebtedress, amountlng on Angust 31 1914
to $548,6£2.08. This indebtedness is es £071ows-r'
Due to Stunaara Gas & 1J‘Zl.ec‘a»:m.c: Co. on nofes..... 3108 583.94_
T on open acctt.. 159,318.4%
ToTHE, M Bylleaoy & COa ON 701ESeecaceesnnes 80 OO0.00; _
¥ ™ Benks end others om notes................ | 124, 394‘00 S
Accountc B Ichz-0 s N - S L _ sene 76 545.71; ‘

3:548 542,03':"., i

Ambliuant now desires to ey thie.indebtedﬁéés;,éxbeQ#W ”
the sccounts peysble, smounting to $76; 545.71, by iqsulng 1ts -
& ver cent debenture bonds of the totel fece value of $500 OOO 00ato ‘."
‘be sold at not 1éSSStban.95 ver ceht of their +age‘valge, togethQ: 

with sceruved interest.
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Aovlicent’s finspeial affeirs have nereto ore on several.
epplicetions beer investigeted by tais Commissxon andjreference is -
herehy mede o the opinions eré orders therein.

The territory served by anplic,nt belng the ciﬂy of S&n
Diego ané the surrownding country, hes been growing in bonulation :

by lesyps vn& bouxnds Curing the last few years, and the nnmber of aupli-3”

cantts cuutomers, both for eleciricity axd gas, he s 1ncreased pari bassu, 3

Lpolicent hes been c°1le& wpon vo meke heevy exnendmtares-for exﬁen-'/'
cions end edditiors to meet the growth.xn the tervltory serveq by it
gxrd the problem of secuxring “he necessery additionsl caoltal has |
not beex free frow difficulties. If xkw bonds or debenﬁures are to
be sold at & discomnt to pey the indebtedness for. the entire pew
cepitel expenditures, it is evident that the margin between the value
of tre nrone*ty and the face vsluwe of the bonds and &ebentures out—*
stending will gredunally decresse untll it entlrely dlsaopears——a con-~
dition freught with danger and voickh must be vomde&.
During the time these new expenditures heve been accumulat— .
ing, espplicent hes nov merely continuwed to vay its regu,ar dividen&
of 7 per cent on its common stock ‘but hes also Daid additlonal &ivi--
dends as follows: > |
Jenuery, 1912, Extre Divxdend........... 5147 OOO OO
iy, " ™ n 108 soo.oo
From June, 1913, 1o dete, anpllcant has also increased
ite dividend on common stock from 7 per cemt to 10 pexr cent ner annum.‘
The excess of he 10 per cent dividend in 191o over the regular
7 per cent divijend was $47,512.00, eand this excess dlvidendgwas'
contirued in 1914 to the dete of the heering herein.

dyolicent’

s prineipel stockholder is Stanaard Gas and
Blectric Compeny, whick compeny owans 27,132 shares out of- a total of
27,150 skhares of spvlicant’s issued cepitsl stpcx.  This comp eny lS
elso epplicant’s principel crediﬁor. Wry epplicant has been paylng

out the excesg dividend hereinbefore desxgnuted whlle at the same
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time its indebtedness for new capital éxpenditures has been,rapidly‘;
increasing,is not quite clear. It would seem viéer to use the-ekcess'
e_rnzngs over yhe regular 7 pexr cent dividend for the purpose of paylng

off a portion of this indebtedness 1nstead of paying out the excess divi-r*h
dend and then belng compelled to sell bonds or debentures at a dlscount _

to pay the indebtedness. I one dollar of earnlngslls,used to-pay~one .
dollar of indebtedness, the p051t10n of the propertv is- strengthened and

its bonding capacity is correspondingly increased. However. 1f one~dollar;‘
is paid out in dividends it is goﬁe for all time and’ theAut;lltylmust,

if it sells bonds.or debentures at 93'per cent of théir fdcé'valué; Beilqu;
$1.07, face value. thereof to secure sufflclent funds to pay $1 OO of )
1ndebtedness, and no margin for further bondzng is created.; It seema

clear that, partlcularly at the present txme, when extenslve addztlonal ﬂ*
demanas for further capital expenditures are being made upon appllcant,“

it would Yve the part of wisdom to use the earnlngs aoove-the 7 per cent_
dividend to pay indebtedness of applicant 1nstead of paying them out as?;f&f
amvzdends, and I recommend that this pollcy be nursued untll further

suggestion from this Comuission.

This matter has been drawn to applicani's atféntipn_and7"f"

applicant haé requestéd'that its application be modifiéd SO'aé‘tb‘” E
ask for the issue of debentures of the face Value of $25O OOO to |
be sold at not less than 92 per cent of their face vglue, plus accrued
interest, and of common capital stock of the nar value of 3240 OOO,
to be sold at par, the proceeds to be used to pay appllcant's in-—ji
debtedness, as specified in the petitianherein. -
I find that the purposes for whlch the proceeds of the
debentures and capital stock nerein suthorized are to be used»are3
not in whole or in part reasonably chargeable to operating‘ékpensésﬂ‘*
or to income and recommend that the appllcatlon be granted as. modzfied. |
In . authorizing the issue of capital stock at par, the |
Cormission is not as yet prepared to pass on the questlon of the
actual value of the capital stock heretofore 1ssuea.

I submit the following form of order:




SAN DIEGC CONSOLIDATED GAS AND EIECTRIC CONMPANY having

epplied To the Reilroed Commission of the Stete of'Califéznia*for"‘”f
en order authdrizing the issue of debenture bon&s by seid Company |
40 the emount of $BSO 000.00, fece velue, sa 18 bonds to be vayable
on the first day of Decerber, 1922, unless sooner reaeemea;‘gna'tc_
bear interest at the rate of six (6) per cent pei annam; payabié"
seni-snnuelly, under and in pursuence of the terms of an iﬁdentﬁre
to Continentel snd Commerciel Trust end Sevings Benk eng Frank E.
Jones, Trustees, dated December'l.}1§12“ and elso %240’OOOfOOVQ'

per value, of its common cepitel stock, for the burnoses hereinafter
specified, erd e public heering heving been held upon‘sgld.applx-
cetion; end the Reilrosd Commission finding thet the'?rq¢ee¢s erﬁM“
the issue of seid debentures end cepitsl scodﬁ are‘necessaryxto

end reésonably required by.seid company Zor tke discharae an& law-
Il refunding of obligat;ons es will herelnafter anbear in;greater

detsil, end thet the purvoses for whieh said: debentures and caoital

stock ere to be issued ere not in whole or inm part reasonably charge-ﬁ¢gl

eble te operatlng expense or to income,

IT I8 —ﬁRqu CROERED that Sen Diego Consolidated Gas and
Electric Compeny be end the seme is hereby enttorized tO-lSSRe“
$250,000.00, fece velue, of seid compeny’s six (6) yer cenfvdebéntﬁré
bonds, nayeble on Decermber 1, 1922/ unless sooner redeeme& inter~»
ess To Be paysble semi-annually, under and in pursuance of tne terms -
0 en indenture to Coxtinentel end Commercisl Trust end Sa#ings
Bark end Frenk E. Jornes, Trustees, datea Decerxber 1, 1912 ana also _

$240,000.C0, per velue, of the compeny's common capi 1 stodk on

the following conditions and not otherwise; to-wit:

1. Sen Dlego Corsolidated Gas. and ulecvrlc Comoany
shell sell seild deventure bonds hereoy autaorize& so &g to net the
sald company not lese then nxnety—three (95) per‘cent-of‘the3fage~.‘

Lm




velwe of the vrincivel thereof, plus interest accrued'thereon,‘and

shell sell seid common cepitel stock et not less than per.

2.  Sen Diego Comsolidated Ges snd Blectric Company
shell not be ewthorized to issuwe said debenture bonds unless ﬁridr‘*f“
to The iscue trereof or coneurrently tkerewith it shall iSSuefiﬁS o

seid cepitel stock at par.

3. The proceeds from the sale of S&ld debenture bonds f
end of seid common capital stodL shell be used only for the purpose
of discherging or refmding ob gat¢ons.o; selid comgeny set iorth

witkh varticulerity in the vetition herein send summarized,aslfollows:E,'

Dre to Stenderd Gas & Electric Compeny on notes $108;533;94 :«ﬁ,”
to Standara Gas & Electric Company on onen;&GCt.15éjsls;45P-i

to E. I BYlle@bF & Co.; on. notes.............. :SO”OCC;OO:L”“'

tc benks and others on notes................... 124 594.00ﬂ

motal..........$472 zgs.svfffﬁfg';

4. Sen Diego Comsolideted Ges and Electric coﬁpgﬁy'
shell keep seperate, true end sccurste accounts sbowingithé‘reqéip£{   °
and spplication in deteil of the proceeds of the salefof5fh€’ ; L
debenture bon&s and common canltal stock hereby uu*thonzed to be
issued and orn or before the 25th dey of eech month the Company

Sh&ll meke verified reports to tre Reilroad CommlsSLOn, stating

the sele or seles of seid bonds end capltel stodk during tbe nre—‘r‘
ceding montk, the terms snd condivions oXf sele tne moneys realized
therefrom, and the use end application of such.moneys all in accor&-
ance witk this Commission's Genersl Order No. 24;.whi n or&er rn.so

le is msde a part of this order.

5. Iz so fer es this order euthorizes the issume of

deberture bonds, it shell not become effective until1a§p1icgﬁ£ hg§L ‘S

peid the fee specified in Section 57, as emended, of the‘Pubiigft:ﬁ‘77”'

Ttilities Act.
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6. The euwthority hereby given to issue -G.eben"t:tr'e“bdndsz: AR
end common cepitel stock skell spoly only to debenture bonds and

cepital stock issued on or before June 1, 19-15._"'

The foregoing opinion and order are hereby approved -
and ordered Filed es the opinion snd order of the Reilroad ‘Com-

rission of The Stete of Celifornis.

-

Dated et San Frencisco, Celiformis, tris /35— dsy’

of Noverber, 1914.
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