Deecision No. 27 8HSR

BEFORE THE RAILROLD COBLISSION OF TEZ STATE OF CALIFORNIA

Tn the Matter of the Application of

SAN DIEGO CONSOLIDATED GAS AND ELECTRIC
COMPANY, & corporation, for autiority

to accuire properties, execute and deliver
e mew trust indenture and to iscue and
sell a mew issue of first mortgage bonds
thereunder of +the face valus of $15,500,000.
gnéd of San Diego Ges and Electric Company,
2 corporation, for authority te dispose

of its properties through dissolution or
otherwise.

Application No. 19959
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Chickering ané Gregory, for epplicents.

BY THE COMMISSION:

0OPINION

In this proceeding the Commission is acked to enter its order
anthorizing (1) Sap Diego Gac and Electric COm@qny t0 transfer and
convey its properties by dissolution or otherwiée 0 Sen Diego Consol-:
{deted Gas snd Electric Company; and (2) authorizing Sanm Diego Con~
solidated Gac and Electric Company to execute sné deliver o Sen Diego
Gas =nd Electric Company a gusrentee of its irdebtedness an& liabilities,
1 any; end (3) cuthorizing Sam Diego Consolidated Gas and Elecetric
Compeny %to execute and deliver a trust indenture (s new mortgage) sub-
stantislly in the same form as that filed in thic proceeding on Moy 14,
1935; end (4) authorizing Sen Diego Consolidated Gas and Electrig\Cer
pany %o ¢2ll in and redeem 1tz outstanding bomnds and re-convey and
satisey 1its indentures securing the payment of such bonds; and (5)
suthorizing San Diego Comsolidated Gas end Electric Company to issue
and sell $15,500;000.00 of its "rirst mortgage honds 4% Series due
1965" 2t not Lless than 95% of their face value and acerued interest

ané use the proceeds for the purposes hereinafter stated, and issue
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tenporary bonds until definitive bonds ere available for issue
ané delivery; and (6) authorizing Sean Diego Consolidated Gas and
Electric Conmpany to spread the wnamortized discount and expense
on its outstanding bond iscsues snd the premium which will have
%0 be pald uporn the redemption of such bonds over the life or,the
new bonds. |

Sen Diego Conszolidated Gas and Electric Company, hereinafl
ter someltimes referred to &s the Company,-at thls time has outstant-

ing bonds in the total amount of 515,868,000.00, consisting of the
folloving:-

vate of

Date 2lotl.cCelld
Bonis

Due cRate:Price

Meh 1,1939

Neme of Bond Amount

$5,680,000.

-

5% :105

"

First mortgage 'Véh e 1909
First and re%unding ’ >
mortgage:

Series A iMeh 1,1921: Mch 1,1939: 6% 2101
Series sMeh 1,1922: Meh 1,1947: 5% :103

* &% %% BURRN WP
5 A% &% &%

* s ¥

2,750,000,
4’ OO0,0QO.
1,438,000,
2,000,000.

TOtaLernnnnn-. reeeereneee. 815,868,000,

4R S5 8% 4% AN B3 VP NR

B
Seriesz ¢ sMek 1,1923: Mceh 1,1947: 6% :104
D

Series :Meh 1,1932: Meh 1,1960: 374%:105

The compeny has outstanding $6,292,500.00 of 7% cumulative
preferred stock and $10,032,500.00 of common stock.

The compaeny proposes to redeem all of the sbove bonds on 6:
prior to Septemder 1, 1935. To provide itsclf with some of the
funds necessary to effeect such redemption, it asks permission to
issue and zell at not less than 95% of their face value and ceerued
interest §$15,500,000.00 of firset mortgage 4% bonés daoted May*l;,

1935 and due M A-Y 1, 1965. The payment of <the new bords will be

zecured by a trust indenture executed by San Diéso Conzolidated Gas
and Electric Company to the Bank of Californies, Nationael Association.
The company's proposed truct indenture defincs the terms and conlie
tione underwwhich the compeny may losue bords. Lfter the issue'ot
$léjéoo,ooo.oo of bondc under the trust indenture, 2dditional. bonds

- may be certified by the trustee in &mounfs equel to 75% of the cost
or Tair value, whichever isxless, of permanent additions to the
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company's properties, or in amounic equal to 75% of +the reproduction
cost less depreciation of propertics acquired as an entirety, providéd
the net earnings of the company, as defized in the trust indenture

for a period of twelve concecutive celendar months within the fifteen
calendor months immediately preceding the date of an application for
authentication end delivery of bonds, shall heve been in the aggregate
at least eguivalent to twice the interest requirements for a period

of one year upon (&) tae bonds applied for, and (b) all bomés sute
standing. The trust indenture also suthorizes amendments theioto.
waile we have no objection to the execution of the trust indenture,
the authority herein granted, of course, does not confer upon the
company the right to execute amendments or modifications without
authorization from the Commisszion, nor does 1t comfer upom the company
permission to iszue any bonds. It nay de that'the Commizsion will

in subsequent orders not permit the company to issue bonds up to 75%

of the cost of perzmanent additions or up to 75% of the reproduction

cost less depreciation of propertiesc acquired by it.

The Company reports that 4% has filed with she Sgcurities
snd Exchonge Commission & regiziration statement. ‘It, howrever, has
ot yet cntered into a contract covering the sale of the bonds. While
it esks permizsion to sell such bornds at not less than 95% of their
Tace wvalue znd acerued iﬁterest, it fcels that if the current marke?
conditions prevail it will bc able to obtaim & better price for its
bonds.

The Compexy reports that as of June 1, 1935 1t will have oxn
1ts books unamortized bond discount and expense in the emount of
$627,851.06 and that to redeem its outstanding bonds, it will have to
Pay & premium of $589,020.00. It will reduce its bonded debt by
The sum of $368,000.00 and itz annual interest charge by the sum of
$225,280.00. The uniform system of accounts Prescribed by the Come
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mission provides that when & bond issue is paid, the unamortized
discount end expense applicadble o such issue 2nd any prepium paid;
should be charged to surplus. In thic instance the company asks
that it be reclieved from this requirement and be permitied to eamor-
tize the said discount, expense and premium over the life of the

new bond issues Unless and until hereafter directed by the Conm=
nission to tke contrary, the company for accounting purvozes may
charge sald amounts to unamortized debt discount and expense, 1t
being undarstood trat the Commission reserves the right %o hereafter

determine whether the amounts necessary %o amortize‘said'discount

and expense and premium should be included in the cost of money to

the company.

The San Diego Gas ené Electric Compeny was organized in 1920
and ownes some properties oﬁerated'by San Diego Consolidated Gasc and
Zlectiric Company, wkich controls it though stock ownerzhip. The
two companies umnder the authority granted by decision No. 9121,
dated June 20, 1921 in Application No. 6744 executed & mortgage or
édeed of trust which is a first lien on the properties of San Diego
Gas and Electric Company. There 1s no longer sny necessity for the
continuence of the San Diego Ges and Electric Company and 1%7there-‘
fore proposed to transfexr its properties by dissolution ox other—l

wize to Sam Diego Consolidated Gas end Electric Company.

ORDER

San Diego Gas and Electric Company and Sgn Diego Comsoli~
dated Gas and Zlectric Compeny having azked the Commizsion to
enter 1ts order, as indicated in the foregoing opinion, and the
Commission having considered applicants’ request and being of the

opinion thet this 1 mot 2 matter im which 2 public hearing is
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necessery, that applicant Sam Diego Consolidated Gas and Zlectric

Company chould be permitied to issue $19,500,000.00 of bonds, that

the money, property or labor to be procured or paid for »y such

issue of bonds is reesonsbly required for the purposes herein stated,

thaet the expendltures for such purposes arc not in whole or in part

reasonably chergeable to operating expenses or to income, end that

this application should he granted, ac herein provided, therefore,

iT I8 HEREBY ORDERED as follows:e
1. Sen Diege Gas and Electiric Compexny may, alfter the effective
dete hereof and prior to September 30, 1935, trensrer
and convey by dissolution or otherwise all of itc pro=-
pertiés to the Ser Diego Consolidated Gas and Electric
compuny.
2. 3an Diego Consolidated Gas and Electric Company may, after
the efTfective date hereof cnd prior to September 30,
1935, execute and deliver to Sam Diego Gas and Zlectric
Company & guarantee of the Indedtedrness and liabilities,
i any, of saild San Diego Ges and Electric Company.
Diego Consolidated Gas and Electric Company may, sfter
the effective date hereof arnd prior to Septeﬁber 30,
1935, execute a trust indenture substantislly im the
same form as the trust indenture rilﬁd in this Pro=-
ceeding on May l@, lggbi?bggvgded that the autho ity
herein granted to execute aaid trust irdenture is for
the purpose of thls proceeding only, and is granted.
orly insofer ac this Commission has juriséiction under
the termsz of the Public Utilities Acet and iz not ine
tended as an approval of said trust indenture so to'such
other legal requirements to which 1t may bde subject;
and provided further that no amendment to said trust
indenture chall become effective unless its egecution
5w
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is suthorized dy the Rallroed Commlssion of the State of
Califorzla znd such other governmental sgency &c may have
Jurisdiction thereof; and provided further that nothing
conteined in sald trust indenture shall de construed as
authorizing said San Diego Consolidated Gas and Electrie
Company To lssue any securities under saild trust indenture
other than those specifically authorized herein to_be
issued, without first securing express authority therefor
from the Rellroad Commission of the Stete of Californie

and such other govermmentel agency as may bave jurisdiction
over said issue; and provided further that nothing herein
contained shall be Geemed or considered to constitute a
limitation wpon, or in any way %o affect or interZere, with
the authority of the Railroesd Commizsion oﬁuihe State of
Celifornia ané such other govermmental agency &s may heve
Jjurisdiction over the issue of boands hereafter, or to
determine the basis upon which bonde mey be herecfter auth-
orized %o be issued.

4. San Diego Consolidated Ges anq ZElectric Company may, after the
effective date hereof and prior to Sepsember 30, 1925, izsue
and sell &% not less than 95% of their face value ecnd 2¢-
crued interest, $15,500,000.00 of its first mortgege 4%
bvonds Series due May l, 1965, and use the proceeds other
than acerued interest, to redzem on or beroré September 1,
1935 its outstanding borde by peyment thgreor dollar for dol~-
lar in lawful money of the United States. The scerued
interest may be used for general corporate PUTpOSES.

S« Sazn Diego Consolidated Gas end Eleetric Company mey, pending

the preporation and delivery of defizitive bonds, execute,

euthenticate, issue and deliver in lieuw of said defipitive
bonds, temporary bonds, such temporary bonds to be issued
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and cold under the same terms and conditions as appli-
cant is herein éuthorized to izsue and sell said first
zortgage 4% bonds Series due 1965,

6. San Diego Consolldated Gas and Electric Company may, after the
effective date hereofl and prior to September 30, 1935,
call and redeem its outstanding bomds, referred to in the
foregoing opinlon and re-convey and satizfy the indentures
securing the payment of secid bdorés.

7. Declslon No. 11353 duted December 13, 1922, iz heredy modified
30 a5 %o permit San Diego Concolidated Ges and Electric
Company to amortize on or before Mﬂaiy'i, 1965 the une=
amortized discount and expense applicable <o the bonds
which 1% intends to redeem on or before Septemder 1, 1935,
and the premium which 1% must pay upon the redempiioz of -
said bonds, provided that the Commission reserves the
right to hercafter determine whether the charges necessﬁry
o amortize said discount, expense and premiume should de
included in the cost of monrey to said San Diego Consolie
dated Gas and Zlectric Companye

8. San Diego Consolidated Ges and Elsctric Company shell on or
nvefore Qctoder 31, 1935 file with the Railroad Comnission
a statemeﬁt chowing in detail the ezpenses incurred by
1% because of the ilssue and sale of seid $15,500,000.00
of first mortguge 4% bonds Series duve 19¢S.

9. San Diego Comsolidated Gaz and Electric Compeny shall file witk
the Commicsion within thirty (30) days after the ssle

of the bomdz herein suthorized (é} & 20py of ¥he pros-

pectus under which soif bonds gre being distributed by
the underwriters; and (b) a copy of the contract between

it end said uaderwritors; and (e¢) two copios of the trust
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izdenture herein authorized to be executed.

10. San Diego Consolidated Gas and Electric Company shell Xeep
such record of the lssue, sale and delivery of the donds
herein authorized and of the dizposition of the proceeds
as will emable 1t % file on or before the 25th day of
each month a verified report, as required by the Railroad
Coxmissionts General QOrder No. 24, which order insofar as
applicable; is made a part of thic orders |

lle The authority herein granted will become effective when San
Diego Consolidated Gas and Electric Company has paid the
foo prescrived by Section 57 of the Public Utilities
Act.

DATED at San Frencisco, Calirornia, this oo To day of Nay,

Commissioners.

_7 /a?a?/f:ao'
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SAN DIEGO CONSOLITATED GAS AND FEIECTRIC COMPANY

Re: Payment of Fee in iLnnlicetion No. 19930.

Eonds
Outstanding

Tioat Norteaze Bonds -

Issues on
which Teo
wvas paid

Iamues o
which no Zee
wae waid.

Tamied prior to Mo 25,1912(5ee App.l92)% 3,175,000,

Dec. 210,5ept. 4,1912,ApDe102 250,000,

453,7e5.11,1913, * 378 204,000. -

761, June 30,1913 " 590 637,000 459,0004(2) 178,000.%

4093,76b48,1917, = " 2661 224,000 234, 000.(3) -
4098,Fe5.10,1917, ™ 2669 30,000+ 20,0004{4)
8445, Doc.18,1920, ™ 6226 500,000 500,000.{5]
12179 Yy 25,1923 " 8070 550,000 550 ,000.{6)

250,000.(1) MDA
204,000.!"

TO‘JOJ. fim mortgage bonda-.n-..--.- s 5.680.0000 49‘_2,_123‘0000

& 3.557,600.

First and Refunding Mortcam Bond s:

2,750,000, 2,750 ,000.(7)
1,500,000, 1,%00,000.(&)

. 1,478 ,000. 1,43 ,000.(9).
2,500,000. 2,500,000, (10)
2,000,000. 2,000,000.{11)

A=Doce 8956, May 2,1921,A0p-6744
3- " 0988,7m.12,1922, * 742
Cw ™ 12079, My 25,1023,% 8970
3~ " 16714, May 12,1926 " 12790

" 25008,iug.22,1052 " 18352

Total ZTirst & rofunding mortgsge donds  10,188,000. 10,128,000,

rom - - - - L - - - - L] - - [ ] - - L ] &lSth ’ooo. tlz lmljooo.

(1)  $250. foeprild Sept. 7,1012

(2) £4%59. = pofld July 2,1913

(3)  $334. " pald Feb.9,1917

(4) % 30. ¥ poild Fab.la,i0L17

(5) §%00. "™ paid Dec.ls,1920. , :

(6) Tasued % refund in pert collatersl trust motes of $652,800. on whicx
a $400. fee was poid Sept.l4, 1917 end a 4253, fee on
June 20, 1918.

(7) $1,875. Tee peid on Jay 10, 1921.

(8) $£1,250. fee pcid on JYem. 12,1022.

(9) 91,219, foo paid on May 25, 102%7.

(10) £1,750. fes peid on Moy 12,1926.

(11) £500. fee paid Aug.22,1932. DBalance of $1,500,000. of donds used <o

' refund £1,500,000. of notez oa vhick & 31,250. fee wos paild Dec.26,
180,

CALCJLATION OF IEE: '
Sonds now applied Zor 215,500,000.00
Qutstanding bonds to be refunded on which a fee
has Voer PAid v v 2 o o 4 o & 12,31),000.00
Salmee 3,189,000.00
' ‘ Feo on $3,189,000. is 852,004.50
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The obovo gives the compory a sligﬁt advantage by assuming thet a0me Of the
outstanding bdonds on vhich no fee has boen paid will e retired with the ca;h'usod'by th‘o‘
company in oxcoss of the proceeds to do Teceived fxom the $15,500,000. Lssue of new bords.

An sltexnctive method of calculzting the fae would de as follows:~

Zonds to be ‘remnded ‘ - $1%,868,000.00

Sondson which a'fes hes been peid 12,311,000.00

Dalance on whick Do fee has been puid dut .
which now am to be refunded 8 3. .557.000.00

Feo on 37,557,000, 3 ___2,278.50




