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Decision No.

BEFORE TEE RAILROLD COMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of

SAN DIZGO GAS & ELECTRIC COIPANY, 2

corporation, for authority to issue

and sell or exchenge 314,625 shares Application No. 23697
of 2 new issue of its Cuxulative

Preferred Stock, 5% Series, $20 par

value.

BY TEE COM2IISSION:

Teis epplication involves the amendment of the Articles

of Incornoration of San Diego Gas & Electric Company and the issue
by said company of 314,625 shares of cumulative preferred stock,

5% Series, &§20 par value for the purpose of refunding 7% cumulative
preferred stock or to obtain funds to redeem sald 7% cumulative
preferred stocke.

San Diego Gas & Zlectric Company, hereinalter some
times referred to as applicant, has outstanding $10,032,500 par
value of common Stock and 56,292,500 par velue of 7% cumulative
preferred stock. The preferred stock I1s divided Into 62,925
shares of the var value of $100 each. It 1s redeemable 2t $115
per saere and accrued dividends.

Applicant on September 25, f£iled a copy of 1ts amencded

Articles of Incorporation. TUnder such Articles of Incorporation,




applicent Is autkorized %o Issue three classes of stock, to-wit:

2
3

Applicant has an authorized stoclk issue of $36,292,500 par volue

Cunulative’ preferred stock
Common stock

{l} Seven ver cent cumulative preferred stock

or 2,312,925 chares divided as follows:

(1) Seven ver cent cumulative preferred, 62,925
snares of $100 par value per share

(2) Cumulative preferred, 750,000 shares of $20
par value per share

(3) Comxon, 1,500,000 shares of $10 par value
per share

The holders of shares of each class and of each series
shall be entitled to vote on all questions. Each shareholder shall
be entitled to one vote for each $10 par value of stock held by
such holder. IS and waenever, dividends accrued and wnpaild on
the outstending cumulative preferred stock, or any serles thereof,
equal or exceed an 2mount equivalent to eight full quarterly
dividends on all shores of any series of the cumuwletive preferred
stock 2t the time outstanding, then watil 21l dividends In defauwlt
on the cumulative preferred stock shzall khave been peid, or de-~
clered and set aside, the holders of the cumulative preferred

voting separately cs one ¢lass, shall be entitled to elect
mallest number of directors necessary to constitvute 2 major-
of the il voard of directors. The nolders of <hc common
stock voting as 2 class are entitled to elect the remaining
members of the Board of Directorc.

None of the shares of the 7% cumulative preferred

stock redeemed, or otherwise acquired by appllicant, shell ever

ageln be issued by apolicant, but all of such shares shall cease




froz the date of such redeuption or other acquisition to be 2
part of the authorized shares of applicant.

Avplicaat’s amended Articles of Incorporation pro-
vide that the 750,000 shares of cwmwlative preferred stock shall
be divided into two series, the first to be designated, "Cumu-
lative Preferred Stock, 5% Series, $20 par wvalue," and the second
to be designated mSeries BT or such other designation 25 may be
legally fixed by applicant's voard of dlrectors.

The 5% Series, $20 par value stock 1s redeemable at
the optlon of tae Board of Directors, at any tiﬁe, in whole or
in part, on thirty deys! notvice, by paying or providing for the
payment of $25 per shere, if payment is mace on or before October
1, 1543, and %24 per share, if payment is made thereafter, to-

getaer with acerued dividends on each share redeemed. In the

event of the volwmtery liquidetion of the company, before any

paynents are made to the holders of common stock, fhe ﬁolders of
the 5% Series, $20 var value stock shall be entitled to receive
%25 per share if peyment 1s made on or vefore October 1, 1943
and $24 ver share if payment is made thereafter, together with
scerned dividends thereon to the date of such payment. In the
event of any involumtary liculidation, the nolders of such stock
shall receive $20 per shore and accrued dividends to the date
of payment.

The amended Articles of Incorporatlion contain other
terns and conditions appliceble to the stock of San Diego Gas
& Electric Coupany.

Applicant intends to call for redempticn at $115

per share and accrued éividends, all of its outstarnding 7%




preferred stock. It will offer ifs "Cumuletive Preferred Stock,

5% Series, 320 par value,™ hereinalfter some tlmes :referred To as
5% preferred stock, to the holders of its 7% prererrea%?f]ﬁhe
basis of five shares of the 5% preferred stock, or an aggregate
of $100 par wolue, for each share of 7% preferred stock of the
par value of $100, together with cash in an amownt equal to the
acerued and unpaid &ividends oz the date of issusnce of the 5%

preferred stock. If the holders of one-half (31,462 shares) of

the outstanding 7% preferred stock will accept applicant's offer,

it proposes to sell the remainder of tke 314,625 shares of the
5% preferred stock to underwriters at 2 orice to net it $23 per
share plus accrued dividends, if any, less underwriting com-
missions. Tae undérwriting cormmissions are computed upon two
bases. The minimum is estimated at $51,126.75 and the maximum
at $1l37,649.25. Tue zctual wderwriting commissions sre depend-
ent upon the number of shares of the 5% preferred stock thot
will be exchanged for the 7% preferred stock. In addition, ap-
plicant estimates its expenses incldent to the Issue of said
5% preferred stock at $40,000. On the bacsis of the mavimum umder-
writing commissions zné the estimated expenses, the 5% preferred
stock will be lssued by applicant on about 2 437 basis.
Applicant asks permission to credit the amowmt of
the premium received by it from the szle of the 5% ypreferred
stock to paid-~in or capital surplus, so that it may use sald
prenium received to pay the premlum upon the 7% preferred stock
redeenmed. Section 300b of the Civil Code provides taat if par

valve shares are Issued for a conslderation in excess of the par




alue thereof, the smount of such excess shall be credited to
paid-in surplus.

We will permit cpplicant for accommting purposes
to credit to caopital surplus the premium 1t will recelve upon
the issue of its 5% preferred ctoclk, and to caarge to capital
surplus the preaium it must vay upon the redemption of its 7
preferred stock. By granting applicant suck permdssion, we
do not admit that it is issuing its 5% preferred stock on a
5% basis. The stock is being issued at a prenmium or on 2
basis of less than 5%.

Anplicant's balance sacet shows preferred stock dis-
comt and expense less premium of $477,567.50. TUpon the refund-
ing of applicent's 7% preferred stock, as herein indicated, the
8477,567.50 showld be charged to carnmed surplus. There is a
further contingent cherge to suca surpius because of tae prenlum
applicant agrees to pay if it redeems 1ts "Cumulative Preferred
Stock, 5% Series, $20 par value." These prexziums have been

determined by applicant and net by the Coxmission.

QRDZR

The Commission having considered tae recuest of San
Diego Gas & Electric Company and it being of the oninion that
this is not a matter on which 2 hearing is necessary, that the
money, property or labor to be procured or naid for by the

issue of 314,625 shares of "Cumuletive Preferred Stock, 5%

Series, $20 par veiue" is reascnzbly necessary for the purposes

specified in this order and taa said purposes are not In whole,

or in part, reasonably chargeable to operating expenses or to




income, and that this avplication should be granted as herein
orovided, therelore
IT IS5 HEREBY CRDERED as follows:
1. San Dicgo Gas & Electric Company may, on or before
Decenber 31, 1940, amend 1ts Articles of Incorporation in form
similar to the arended Artlcles of Incorporation filed in this
nroceeding on Septemver 25, 1940.
2. Szn Diego Gas & Electric Compeny may, after the
effective date herecof and on or before December 31, 1940,
314,625 shares of m"Cumulative Preferred Stoclk, % Series, $20
par value," and exchange sald shares of stock or any part there-
its outstanding 7% preferred ctock on the basis of flve
of said "Cumulotive Preferred Stock, 5% Series, $20 per
for onc skere of sz2id 7% preferred stock, $100 §ar value,
sell said 314,625 sheres of s2id "Cumulative Preferred Stock,
Series, $20 par value," or any vart thercof 2t not less then
per shere and use the proceeds to redeem and retire all or
part of its outstanding 7% preferred stock.
3. Toe order in Decision No. 30269, dated Octobver
25, 1937, as amended by Decision No. 30239, dated November’l5,

1937, be, and the same is, hereby modified so 25 to permit San

Diego Gos & Electric Company to tremsfer the premium which it ~

will receive upon the issue, exchange, and sale of sald 314,625
shares of "Cumulative Preferred Stock, 5% Series, $20 par valueT
to capital swrplus and charge against said capival surplus the

premium which it will ve reguired to pay ugon‘the redenptlion of

its 7% preferred stock.




4« The a2uthority herein granted to issuve stock will
becone effeective vhen San Diego Gas & Electric Company has filed
with the Rallroad Commission & copy of its cmended Articles of
Incorporation, certified by the Seecretary of State of the Shate
of Celiformia.

5. Within thirty (30) deys after the effective date
ol the registration stotement {iled witnh the Securities and Ex-
change Coumission, San Diego Gas & Electric Company shall file
with the Railroad Commicslon 2 complete cony of such registration
stotement, ineluding all exhibits filed in conmnection therewith.

6. Within sixty (60) days after the is sue, exchange,
and sale of the stock herein zuthorized San Dicgo Gas & Zlectric
Company chall file with the Railroad Cormicsion o statement show-
ing in detaill the exzenses incurred by it in comnection with the
issue, exchange, and sale of sal and sasll also file wita

-

flailroad Commission a report In compliance with the Com-
mission's General Crder No. 24—A, whaicn order insofor as appli-
czble, is mode 2 vart of this order.
Dated at San Frencisco, Celifornie, tals 4% day of

September, 1940.

2
Commissioners.




