Dectaion No.

SEFORE TEZ RAILROAD COMMISSION OF TED STATE OF CALIFORNIA

% TEM

g fom UoIsIO ()

In thoe Mattexr of tho Application of )

24N DIZGO CONSOLIDATZED CGAS AXND ELECTRIC)

COMPANY, & corporstion, for asuthority ) Avplication Ne. 2097
T0 Iincreage 1ts capital stock ard to )

issue $500,000 par velue of preferred )

stock. )

Sweet, Stoarns and Forward for applicant.

THELZN, Commicssioner:
OCOPINIOYX

-
In this application, as amended, SAN DIZGO

CONSOLIDLRED GAS AND ELECTRIC CQM?ANY asks anthority to issune
$144,000.00 par value of its 7 per cent. preierred stock at

not less than the par value thereof sund 1o incresse its

authorized capital stock Irom $3,500,000.00 to $6,000.000.0Q

a8 hereinaftor set forth in detail. This Commission’s consent
is not necessary to the filing of articles of incoxporation
Showing increused authorized common stock. The necessity of
.securing this Commission's consent is limited %o tho issue of
ceevital stock. —~
In~1t3 original applicetion hercin, applicant
requested authority to issue $500,000.00 par value of-? rer
cent, prelerred stock at the per value thereof and to use the
proceeds to vey $356,000.00 face value of 10-year 6 per cent.
debentures due‘December 1, 1922; to pay notes in the sum of
$30,000.00 and to reimburse its treasury for moneys exnended
out of income to pay for the co3t of extensions, additions and

betterments in the amount o2 $114,000.00.
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0f the $356,000.00 fuee value of debentures,
$106,000.00 were issued during 1913 at 95 vor cont. of their
face value and accrued interest and $250,000.00 were igsved
during 1915 at 93 por cent. of their face value and scerued
interest. Applicant lutor comcluded not to retire the
debentures at this time and amended the avpliceiion as here-
tofore indiceated.

Sen Diego Consolidetod Gas and Zlectric Compsny
was incorporated om April 1, 1905 wnder the laws of the
State of California. The Commission has at various times
Passod upon avplicstions by this compony for authority
to iscue securitios. Decision No. 210 deted September 4,
1912, (Volume 1, Opinions and Orders of the Reilroad Com-
nigzion of Californls, paze 491). Deocision No. 453, dated
FPedruary 11, 1913, (Tolume 2, Opinions and Orders of the
Reilroed Commission of Califqrnia, vage 177)e Decision
Fo. 491, dated Mexch 8, 1913, (Volume 2, Opinions and Orders
of the Raillroed Commission of California, pege 264)e
Decision No. 761, dated June 30, 1913 (Volnme_z, Cvinions
and Orders of the milrcad Commission of Celifornisa, yage

1095)e  Decision No. 785, dated July 10, 1913, (Volume 3,

Opinions snd Orders of the Railroad Commission of Californis,

vage 80)e Decision No. 1939, duted November 13, 1914,
(Tolame 5, Opinfons end Orders o¥ the Reilroad Commission of
California, page 724}).

In the lest.mentionad deeision, gpplicsnt was

authorizod 4o issue $R5Q,000.00 Lace volwo 0 6 Der conte

10-yoor debontureg adwe Decamdor 1, 1022 snd $240,000.00 pax

valne o common stock. The debentures were to be issued at

not lesa than 93 per cent. of their face value rlus accrued
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interest, snd the cormon stoclk at not loss than par.

Applicant owns =nd is ongaged in the business of
operating ond monaging a gas and electric plant in the City
0f San Diego ard vicinity. Its business oxtends over territory
of 600 squere miles in the county of Sen Diego, including the
cities o2 San Diego, East Sanm Diego, Coronndo, Nationel City,
Le Mesa, Chulas Viste and El Cajon.

In the amual report for.the year ending December
31, 1915, the revermes snd expenses of spplicent’s electric

~

department are reported ss Lollows:

. NET
LOCALINY REVENUES EXPENSES REVENUES

San Diego $813,132.84 $300,855.39 $512,277.46
National City 14,525,256 7,808.91 6,716.34
La Xees 5,073.36 6,746.14 1,672.78%
E1 Cajon 3,481.24 4,485.20 1,003.96*
Tost Son Diego 17,368.97 11,933.20 5,4865.77
Chulsa Vists 8,161.26 5,659.85 2,501.41
Torritory outside
iiggggoratea 63,260.64 35,331.95 27,928.69
Total 924,993.56 372,820.64 552,172.92

*Lose

The revenuss and expenses of the gus department
foxr the yeaﬁ ending Decembex 31, 1915, are reported as

follows:




10CATITY REVENUES | EXPENSES

Sen Diego $528,649.00 $315,874.91 $212,774.09
Natiomal City 14,629.76 ©11,341.54 3,288.22
La Mese 6,374.98 '8,139.37 1,764.35*
Eest Ssn Diego 20, 651.30 19,309.64 1,321.66
Cororsdo 30,936.39 16,762.79 14,173,60
Chule Viste 7,437.68 6,605.18 832.50

Texrxritory outside :
incoxporated cities 16,816.94 16,031.85 785.09

Total - $625,476.05 $394,065.28  $231,410.77

¥Toss

Applicant’s electric generating plant hes a capecity
of 12,470 XK. V. _
The following table is indicative of the growth of

epplicant’s electric dusincos:

Year : Current
. Generated
: KaWeHe

Year ending Dec.31, 1913 18,931 466

Current Loss : Neo. of
Bold _ _: Consumers
E.W.H. KeWeHe
13,009,713: 5,9281,753: 17,199
16,000,401: 4,847,514: 18,600

Year ending Dec.3l, 1915 27,114,6591: 20.144.781; 6,969,910: 19,028

Year onding Dec.3l, 1914 20,847, 915

*Y pe AR 53 S0 S50 B8
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Applicent's gas plant has a genersting capacity of
4,875,000 oubic feet per 24 hours. Its storsge holders heve & capacity
of 2,650,000 cnbic feet. On December 31, 1915, the company owned
224.02 miles of bigh pressure mains and 219.47 miles of Low pPressure

meins. The extent of applicant’s gas business is indicated by the\\\
following table: |

Year Cubic Feset : Cubic Peet :Cudbic Fest Jo. of
Generated: Sold : Lose : Consumers

- - -
- - »

Yeor ending Ded.31,1913: 733,293,000: 605,779,400:127,6513,600: 20,348

Year ending Dec.3Ll,1914: 760,641,000: 617,917,700:142,136,300: 21,466
Year euding Tec.31,1915: 783,184,000: 655,902,400:127,281,600: 21,462
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Applicent has reported revenues gnd expenses to this Commission

for the years ending Deccmber 31,19#2, 1914 and 1915 as follows:

ITEY 1915 1914 1913

Opersating Revenues $1,550,469.61 $1,383,138.10 $1,326,358.56

Operating Expenses
including depreciation

Net Operating Revenues
Y¥on Operating Revenue

@ross Corporate Ihcome

Deductions from Gross Corporate Income:
Interest on Funded Debt
Other Interest Deductions

Amortization of Debt
Discount and Zxpexnse

Tncollectable Bills
Totsal Deductlions

Profit from Operations

886,885,902

794, 600495

663 ,583.69
739.99

829,253.17

553,904.93
705,58

531,757.61
1,383,.13

664,823 .68

230,706.98
8,390.67

18,743.61
6, 630,27

554, 610.51

213,140.71
22.132.38

17,5394
5, 628,64

533,140.74

189,460.88
33, 669.00

8,973, 54
6.363.91

264 471,53
399,852,15

258,45L.14
296,159 .37

238,466473
294, 674.01

The additions to and deductions from the corporaste

surplas account are shown by the following table:

Balance begining of
Year

Additions during year:
Profit from Plant
Operation

Miscellaneous

Total Surplus before
Mpkxing any deductions,

Deducsions for Year:
Iividends on Out-
standing stock
Miscellaneous
Total Deduetions

Balance end of Yearx

1915

$ 40,198.88

399,852.15
1,176.53

1914

& 15,877.77

296,159.37
161.74

1913

$ 21,751.32

294, 674,01

441,226.56

291,500.00
45, 579,70

104,146,86

312,198.88

271, 50000
500.00

» -

40,198.88

316,425,353

237, 662450
62985406

300, 540.56

15,8771




Oz February 29, 1916, applicant reported assets

and liabilities as follows:

ASSETS:

Pl&nt S.nd Fr&nChise ooo...-o.o-oo--.oou-oooo¢1,98°,454094

org&nization S 85 B B GE0SSSESPO RO Es e eess s 22.519.6‘1

Fi::ed. capital [ I EEET AN N Y SN N W AW W W W W NN N
Zlectric Department...$3,116,022.16
as Depertment ....... 2,361,377.83

CBSReeonennnsasasssanssscssscccnsnsssccnnsan
Bond Interest Deposited.scecccvcscccccceccane
Other Dop08itBecsccccsccncsscsscevssnscsossan
otes Receivable.................;..........
Accounts Recelvablecicececscorececsccscncnns
Matoerials and SupPPlicCSececccsscsscscancscncna
Prepeld EXDENSOScecececcesccsscscrcccscnnces
Mnemortized DiScoRBlicevorecnccnsccsccscnnns
St0CKeeesasascancasaenees$326,600.00
Bord8.cecaccavscscascnss 385,026.04

Other &spense-.... LA A N R B N R N RENNERENENERENENEH:RZS:NHN R ]

5,477,399499

48,493.86
106, 650.00
150.00
5,115.72
120,865.17
90,834 456
2,856.84
71,626404

71,987.69

TOTAL ASSETSescsnrccscnscss 58,638,754.41

LIABILITI=S:

Stock Outstandirg (COMMON)eceeeccacssanceae
WMrst Mortgege BondSeeescosscccncocnscssanen
Ten Year Debentures (Due December 1,1922)..
Notes Payablececccsacescescransssnsscssscnes

Accounts Payabloceccncessescscencscnrsscccns

2,955, 000.00
4,266,000.00
56.,000.00
30,000.00
£24,871.30

Accounts with system corporation, 102,584.82
Aundited Vouchors and Tages pald, 90,509.11
Consumers’ DonositSeescecaneceaa. 31,348.03
Miscellaneous Accorvnts Payeble... 429.34

Interest ACCIUeQ.cecencscsccncncccncccaanans
Taxes Accruea...........;...................
Roserve for Acecrued Depreciation...........;
Premimm or Cupital StoCkececcssececcccccccan

Corporate Surplus Unermrroprigttedececcenssess

111,990.00
20,039.26
518,408466
24,000.00
132,445.19

POTAL LIABILITIZS..... $6,638,754.41
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From April 1, 1912 te February 29, 1916,
anplicant reports cxpenditures Zor extensions,
additions end betterments in the sum of ....$2,086,925.78
During tho same period, spplicant
w28 reimbursed in the following amounts:

Proceeds from sale of $1,091,000

face velue O0f DONGSeecscccesccees 982,555.00
Proceeds from scle of $356,000

face value of debentureS..cceeess. 333,200.00
Proceeds from sale of $240,000

par value oFf cormon 5t0CKecececas 2€4,000.00
Depreclation roserve invested Iin

property.lQ.‘....‘.Q.‘..........‘. 535)783.36

P0t8L sevceranvecaea $1,913,538.36

Difference between comstructiorn expenditures and
nrocecds from cule of cecurities and depreci-
ation reserve ro-invested in provertyFec....173,387.42
Tre accummulated surplus of 3132,445.19, herein-
before set Lorth is reported by epvlicant to have been

reinvested Iin extensions, additions and bettermenis.

Anpllicent hes an authorized capitsl stock issue
of $5,500,000.00 divided into 35,000 shares of the nar
value 0 $100.C0 ouch. OFf suid stock, $500,000.00 par
valve is proferred and $3,000,000.00 psr value is common
gtock. Of the common stock, $2,955,000.00 is cutstonding.

None of the preforred stock is outstanding st this tinme.

On April 6, 1905, San Diego Consolidated’ Gas
and Zlectric Compaeny hed an authorized stock issue of
$1,500,000.00 divided into 15,000 shorqs of the par value
of $100.00 esche In 1909, the erticles of incorvorstion

were gmended and the suthorized capital stock was incressed




from $1,500,000.00 to $3,500,000.00 divided into
35,000 sheres of tho per value of $100.00 esckh. OF
said stoek, 10,000 shares were common and 25,000
shares proferred. In Moreh 1912, the sxrticles of
incorporetion were agoin smended So as to provide for
ax auwthorized stock lssue of $3,500,000.00 dividod
tnto $3,000,000.00 of common and £500,000.00 of pre-
forred stock. Apvlicant now proposes to umend its

articles of incorvoration again $0 as 1to incrouse

its euthorized capvital stock from $3,500,000.00 to
A

$6,000,000.00 divided into 60,000 czhares of the par
value 0% $100 each. The stock it to be divided into
40,000 shares of common ard 20,000 sheres of nreflerred

stock.

The prelexrred stock which aprlicant Gesiros to‘
izsue will besr 7% cumulutive dividends payuble quarter~
1y on tho first days of July, October, Jaxuury smd April
of ezeh yeoar. The preferred stock has o preference both
ag to dlvidends ané assets. Upon giving 60 days notice,
the comverny may et its discretion redeem theo nreforred
atock at $110.00 per share plws accumulsted dividends.
™his option the company excrcised in 1912 when it call-
ed in snd rodeemed 31,800,000 yur vaiue of preferred
stock then outstanding at 110 per cent of its nar valuce
(Tolume 2,0pinions aend Oxders of the Railread Commission

or California, pege 264, 267).




Acoording to letter of March 30, 1916 from applicant,
on f£ile herein, applicant retired ite $1,800,000 par valune of
preferred stock in 1912 for the following ressons:

"It was not possible at that time for
the Company to finsnce itself by the local
sale of its securities, as had become appar-
ent from repeated efforts. The market for
ite securities had accordingly to be found in
eastern investment centers. It was found that
the stock could not be marketed there to zdvan-
tage on account of the stringent inheritance
tex law of Californias and the stockholders’
1iability law of California, as to both of
which there was considerable apprehension on
the ypoxrt of investors. There were constant
complaints from investors regarding both of
these laws and it seemed likely that unless
the stock was constantly strongly supported,
there would be = great deal of it thrown on
the market; thus dreaking the price and in-
evitably affecting the price of other securi-
ties of the Company. A great deal of this
stock wag held by investors who feared that if
it became a part of their estates, it wourld
not be & desirable investment, because of the
stockholders’ liability snd assessment pro~
visions of the California Law, and further be-
cause itgs transfer in case of the dsath of the
owner, would be subject to taxation mnder the
inheritance tax law. For these reasone the
Standard Gas & Electric Company, which holds
all the common stock of this Company, decided
that it would be best to retire the preferred
gtock and to itself purchase additiomal common
stock ag needed, firnancing such purchase by
the sale of its own preferred stock, which
wonld not be subject to any of the objections
mentioned."

As stated heretofore, applicant now proposes to issue

$144,000 par value of preferred stock. Since rotiring the form-

or issue, applicent has become convinced of the ressibility of
selling its preferred stock locally. The menagement of this
corporation is of the opinion that it will be sdvantageouns for

the company to Iinterest people of San Diego in the utility by
the sale to them of its preferred stook.

In s2id letter of March 30, 1916, applicent further says:

"You have expressed a fear that the insti-
tution of the sale of preferred stoek by us might lead
to a discontinuance of common stock financing. The
Standard Gas & Electric Company owns 81l of the common
stock of this Company and is willing to purchase sd-
ditional common stock as required for jJunior financing

- Y -
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"ourposes in the future, although iv will
acturally bDase the vrice which it will ypay
upon the dividend rate.”

Avplicent desires to use part ol the »roceeds
rreferred
obtained from the issue of itg/stock at par te pay the
Lollowing mromissory notes:

(1}= Promissory note dated November 1, 1915, nayable
to Melville Klauber on May L, 1916......820,000.00

2)}- Promizsory note dzted November 15, 1915,
payable to First Netionel Danlk,
meon, I;.D., On May 15, 1916..--....... 2,500.00
Promlissory note dated November 15, 1915,
paysble to IMirst Nationsl Bank,
Lisbon, NuDe on Moy 15, 1916.cccvscnnse. _7,500.00

QOtal--...-...loocncco f?SO,ooo-oo

The romaining $114,000, apnlicant desires
t0 use to reimburse its tressury Tor moneys expended
out of income to nay for the cost of extensions, additions
ant bettorments. I wnderstand that it ig seplicent’s
intention to uce the vroceeds from the sale of said
$114,000.00 of vreferred stock Zor the vurnose of further
capltal exyenditures and notv for the declaration of a

dividend. IV ic thus uwunecessary a2t thics timoe to comment

ox aprlicant®s dividend nolicy referred te in Decision

Yo. 1939 (Volume 5, Opinions and Orders of the Railroad

Commission of Celifornia, yage 724).

I recommend that the avplication vo gronted and

gubnit herewith the following form of order:

Sal DIZGC CONSCIIDATED GAS AND ZLECTRIC COMPANY
raving applied to the Rellroad Commission of the State oF
California for an order authorizing the issue of $144,000.00

~10-




par velue of 7% preferred stock, and a pudblic hearing
having beon hold snd it eppearing thet the purvoses
for which said stock 1s to ve issmed are not in whole
or in part reasonably chargesble to operating expenses

oxr to income,

IT IS EZISBY ORDERED +that SAN DIRGO CONSOLIDATE
GAS AND ITZCTRIC CONMPANY be and the same is hereby authorized
to issue $144,000.00 par value of 7% preferred stock, on

the following conditions and not otherwise:

1 - San Diego Comsolidated Gas snd Electric Company

- ghall sell preferred stock herein suthorized
to be issuwed &t not less tharn the par veiune
thercof.

The proceeds from the sale of said proferred

stock shall bo usced ormly for the following
DUTDOSe e
(1}). = To poy promissory notes as follows:

Promissory note dated Novermbor 1,1915
vayable to Melville X1aubor .........320,000.00

Promissory note deted November 15,1915

payable to Flrst Notlional Bank

Of II:.Sbon, N.D. L E N RN Y RN Y Y AT ENY ) 2,500.00
Promicssory note dated November 15,1915

payavls to Frst Netionel Bark

Of LiSbon' NID. St onsavansenssessnds 7,500.00
reimburse the treasury for moneys expended
to vay for cost of extensions, additions

a-nd- bettennen‘is..--.-.--o-.--.......-0-114z000.00

QOtﬂl.---..-.¢.o¢....$14:4,000o00

S~ The proceeds Irom the sale of sald wreferred stock of the

por velue of 214 .:000004asued to »edmburse applieant!s treasury
shall be used only to nay for Prover capital




expendiitures heoreafter authorized by this

Commission by suppleomental order or orders

herelin.

Sen Diego Comsolideted Ces axd Zlcctric Company shall
keep seperate, %rue snd accurate sccounts showing

the receipt and spplication in detall of the procecds
of the sale of preferred stock hereby uuthorized to
be issued and on or before the 25tk day 02 each montk
the compeny sholl make o verified roport to the
Commission stating tho sale or sales of seld stock
during the vrovious month, the terms ard conditions of
sale, the moroys realized therefrom and tho use and
application of such moneys, 2ll in sccordancoe with
this Commission's Gemersl Order No. 24, which order,

in so fer as applicadle, is made & part of this arder.

The authority herein given to issue proforred stock
shall spply only %o preferred gtock issued on or before
Decembor 3L, 1916.

The foregoing opinion and oxder afe hereby approved axd
ordered filecd ac the opiniorn and order of the Railrosad Comnission
of the State 0f Californiea.

Datod at San Francisco, Califownia, this 24th day of

%Aﬂc j/&e/@u”
_/OY/! : Mﬂ//

April, 1916.

Coxmissioners.




