Decision No.

BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Xatter of the Application of
SAN DIEGO CONSOLIDATED GAS AND ELECIRIC
COMPANY, 2 corporation, -
for authority to execute axnd deliver 2 Applicaetion No. 23638
new trust indenture and issue and sell
a new issue of first mortgage bonds
theremder of the face value of
$16,000,000.

3Y THEE COMMISSION:

San Diego Comsolidated Gas and Electrlic Company, now
San Diego Gas & Electric Company,(l) asks permlssion to issue and
sell, for the purposes'hereinafter stated, at not less than 106-~2/8%
of thelr face value and accrued interest, $16,000,000 of its first
mortgage bonds, 3-3/8% Series due July 1, 1970, and to execute a
trust indenture to secvre the dayment of its first mortgage bonds.

San Diego Gas & Zlectric Company, hereinafter some

times referred to os spplicant, 1s engaged as 2 public utility in

the business of purchasing, manufecturing and selling gas and
electricity in San Dieg@yd.uaty, California and rendering incidental
steam service in the pusiness sectlon of the City of San Diego, also
in selling electricity in 2 portion of O:ange Comty, California.

For the year ending Jume 30, 1940, applicant reports operating

(1)ame changed by amendment to Articles of Incorperation.




revenues of $8,842,745.45, segregated as follows:
Zlectricity $5,710,136.66
Gas 3,074,431 44
Stean 58,177.35
Applicantts gross income for the year, that is, the
amowt available for the payment of bond Interest, axortization
of debt discount znd expense, dividends and surplus amounted to
$2,168,541.
As o. June 30, 1940, applicant hod outstanding
$10,032,500 par value of common stock and $6,292,500 par value of
7% preferred stock. It also had outstanding §$15,500,000 of first

mortgage bonds, 4% Serles due May 1, 1965. These bonds were issued

wnder the authority granted vy Decision No. 27968, dated Kay 20,

1935, =s amended, \in Application No. 19959. Upon issulng the
bonds, the company reserved the right to redeenm The seme prlor to
meturity. It now proposes to exercise thic right, on or belore
November 20, 1940, and redeez the $15,500,000 of 4% bonds.. TUpon
their redemption it must pay the face value of the bonds, the ac-
crued intercst and 2 premiwm of 7%. For this purpose and for the
purnose of relmbursing its trezsury because of incoxe expended for
adéitions and betterments to its vroperties, applicant asks autnor-
ity to issue and sell at not less than 106-3/8% of their face value
and acerued imterest, $16,000,000 of first mortgage bonds, 3-3/8%
Beries due July 1, 1970.

Applicent filed on September 16, 1940 a revised cody
of its mortgage and deed of trust securing the payaent of its new

ponds. We find the revised copy to be in satisfectory form.




Applicantts balance sheet, as of Jume 30, 1940,
skows wmamortized bond discount, expense and yremium pald of
$1,538,510.79. Tals bond discount znd expense is in part ap-
vlicable to appiicantts L% bonds now outstanding and in part to
bond issues waich have heretofore been redeemed. In its petition
applicant recites that it vroposes to make such arrangements for
the amortization of saild bpond dlscount, expense and premium to~-
gether with tae premium it will pay upon the redemption of the
4% bonds as may be prescribed by the Commission. We have given
consideration to thls matter and direct the company to charge
o surplus the discomnt, expense and premium on the bonds here-
tofore redeened. Thisz amownt on Jume 30, 1940 was $1,173,397.
Upon the sale of the 3-3/8% bonds, the company should credit to
surplus the yremium which 1t will recelve because of the sele of
said bonds. Normelly, this would be amortized over the life of
the boads axnd be 2dded to surplus from year to year. The
$365,113.79 discowmt and expense appllecdle to the L% bonds
should e amortized on or befors May 1, 1965, the maturity date
of seid 4% bonds. The premium, $1,085,000, paid upon the re-
demption of said 4% bonds shoulé be cmortized cver the 1ife of
the 3-3/8% bonds, the maturity dete of which is July 1, 1970.
The company, as permitted in our Uniform System of Accounts, may
anticipate the amortization of sald bond discowmt, expense anc
premium prior to the meturity date of said 4% bonds or sald
3-3/8% bonds. It should be wderstood that the Commission re-
serves the right to determine whether the amoumt necessary to
amortize bond discount, expense and premium should be included

in the cost of money to the companye.




QRDER

The Commiscsion keving considered the reguests of
San Diego Gas & Electric Company, axnd it being of the opinion
that this is not 2 matter In waich 2 public hearing is necéssary,
that the moncy, property. or labor to be procured or paid for by
the issue of $16,000,000 first mortgage vonds, 3-3/8% Series due
July 1, 1970, is reasonebly recuired by 2pplicant for the pur-
poses herein stated end that the expenditures for such purposes

are not in whole, or in part, reason2bly chargeable to opercting

expenses or to iIncome and thot +his application should be granted,

subject to the provisions of this orcder, tzerefore

IT IS HESREBY ORDERED as follows:

1. San Diego Gas & Electric Company may, after the
effective date hereof and vrior to December 31, 1940, cxecute =
portgage and deed of trust in substantially the same form 2s the
mortgage ond deed of trust filed in this proceeding on Septenber
16, 1940, provided that the authority aerein granted to execute
sald mortgage and deed of trust is for the purpose of this proceed-
ing only, ond is granted only insofar as this Conmission has Juris-
diction under the terms of the Publlc Utilitiles Act, and is not
intended 2s an approval of said mortgage and deed of trust as to
such other legal requirements to which 1t may be subject, and pro-
vided, further, that nothing herein contained shell be deemed Or
considered to comstitute a limitation upon, or in any way to affect
or interfere, with the authority of the Rallroad Commission of the
State of California and such other gévernmental agency 25 may have
surisdiction over the issue of bonds hereafter, or to determine

the basis upon which bonds mey be herealter authorized to be issued.

~




2. ©San Diego Gas & Electric Compony mey, after
the effective date hereof and prior to December 31, 1940, issue
and sell at not less than 106-3/8% of their face value plus ac-
crued interest, $16,000,000 of its first mortgage bonds, 3-3/8%
Serles dve July 1, 1970.

3. San Diego Cas & Electric Company shall use the

proceeds reclized through the Issue and sale of said vonds to
redeen and pay on or before November 20, 1940, the principal of
and premium on 2ll of the said $15,500,000 of outstanding 4% bonds,
and reimburse its treasury in part because of income expended for
additions and betterments tTo its properties, 2s set forth In Ex-
hibit B filed in this proceeding.

4Le Declsion No. 30269, dated October 25, 1937, as
amended, is nerevy modified so as to permit San Diego Gzs & Electric
Company to amortize bond discount, oxpense end premium as directed
in the foregoing opinion, provided that the Commission reserve the
right to hereafter determine whether the charges necessary to
amortize said discoumt, expense or premium should de included in
the cost of momey to said Sen Diego Gas & Electric Companye.

5. The authority herein granted will become eflect-
ive when applicant has paild the fee prescribed by Sectlion 57 of
the Public Utilities Act, waich fee is Five Hindred ($500.00)
Dollars.

6. San Diego Gas & Electric Company shall keep such
record of the issue, scale and delivery of the bonds aerein author-
1zed and of the Aisposition of the proceeds as will enable 1t to
f1le on or vefore the 25th day.. of each month a verified report,
as recwired by the Commission's General Order No. 24~A, which order

insofer = applicable is made & part of this order.




7. San Diego Gas & Ele‘ctric Company shall witkin
thirty (30) dey:c after tne sale of sald 3-3/8% bdonds, file with
the Rallroad Commlscion of the State of Californiz two copies of
the agreement covering the sale of said bonds, and two verified

coples of the mortgage and decd of trust executed uwnder the

autnority nerein granted. 7

Dated at Sen Franecisco, Califormisz, thisZ4  day
of September, 1940.

Commissioners.

RAILROAD COMMISSION
STATE OF GCALIFOANIA
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