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Decision No. 39767 g U&?ﬁﬂd i
BEFORE TEE PUBLIC UTINITIES COMMISSION OF Thi STATE OF CALIFORNIA:

In the Matter of the Applicatlion of Sen

‘Diego Gas & Electric Cempany, & corpora-

tion, for authcrity %o enter imto a2 Loan . ). ,
Agreement, to issue anoles pursuant there- Applicaticn
to, and to issue sné pledge its bonCs 25 ) No. 28038
collateral security .to securc a pary of

said loan. :

San Diego Gas & Electric Compeny aske for an order of .
the Commission nuthorizing it to enter into an'$§,000,000 lozn
agreement with a2 group of banks to issue notes . to represent -
moneys borrowed under such losn 2greement, to execute ‘o supplemen—
 tal incenture, to issue »nd deposit as collezteral #4,400,000 first

.mortgage, 2-3/4 percent vonds due December 1, 1981 and to pay 2

stondby charge and fees of counsel for the -banks.

Applicant 'is 2 public utility, erngaged in the business
of manufzcturing, purchasing ond selling electricity in.the coun-
ties of San Diego and Orange, of menufecturing, purchesing .and
selling gas in the County of Sen Dicgo-and, to-a lirited extent,
high and.lOW‘pressure steam service in the City of ‘Sen Diego. For
the 12 months ending Septembder 30, 1946, applicant reports opera-
ting revenues of $17,754,617.83 segregated -as follows:

Electric - 812,079,730.47

Gas 5,586,832.12

Steanm Heat' 98,055.24

For 1946 and 1947 applicent estimztes its construction -

expenditures at $11,898,269.  0Of ‘this amount ‘4,524,569 1s by it
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assigned to 1946 and §7,373,700 to '1947. The principal items of
expenditure appear in Exhibit "R, The “testimony shows thot to
Octover 31, 1945 it expended £2,512,643, against its 1946 wucget.
The expenditures would have’ éxceeded that smount, had apo*icwnt

reen able to obtzin the necessary equipment, ma Lerials and labor.

‘Applicant®s balance cheet ‘as df'Septembef'éo, 1946 shows

current zssets of $5,151,968.86, and current ané accured liabili-
ties of $4,767,442.67. To carry forward its proposed ‘construct-
ion program, applicant finds it necessary o bo:row mbﬂey or
issue securities. 3Because of the uncertainiy in the production
ond delivery of equipment and of the gecurl y maz ket appliCan*
believes it to be inedvisable to wndertake at this timé any
permonent finaneing through the issue of stocks or bonds. "It
therefore has concluded to enter into an $8,000,000 icen agree-
~m°nt with the following banks:

Bank of America, Nut_onal Trust and A

Savings Associatio : .85, 500 000

The Bank of Ca ll*crnia, Natlonal

Association ' - 15000,000

The Anglo California Na . - .

of San Francis . : -====m== 500;000

Central Bank ' ' = ‘ 400 ;OOO

|

The First National Trnst arnd Savxngs
Bank of San Diego -- - - 400,000
San Diego Trost & Savings Bank--- 100,000

Secur;ty Trust & SaV1ngs Bank of
Totel $8,000,000

A copy of the loar agreement is on file in this 2ppli-
cation as Exaibif: "CH.Tt provides that the $8,000,000 may be
borrowed in imstallments of $800,000 or more at any time on or
vefore June' Y, 1948. is applicant borrows monecy it will issue to
the banks its promissory notes. Eech of the notes shzll bear
interest at the rate of 2% per onnum from- its date wotil paid or

until larch 1, 1951 (whichever date i earliest) and from and
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after March 1, 1951, each of the notes then remaining unpald .
sholl bear interest at-a rate equivalent to 1% in exqessnof the
New York discount rate for banlkts which are members of the Fedgral
Reserve System in effect on 90 day commercizl paper 2s published
by. the Federzl Reserve Bonk of New York and in eflect. on the

irst days of June,.September, December ond larch of each.yéar.
The rste of interest shall be in effect. for cach succeeding tﬁree
monthS'period"commcnéinduon said dates, but subject to the con-
dition that such rate of i .1 not, at any time, be less
than 2% nor in excess of 23%.. The interest is peyable quarterly.
Applicant may pay the nctes 2%t any time. If they are paild

threugh funds obtained from the issue. of stocks or bends it need

pay no premium upon the paymenb of the notes. If it obtains the

mov.ey to pay the notes from banks, ;nsunance cpmpanies or

finance companies other than through the issue;of'stocks or boncs,
£ mist pey 2 prémium of not exceeding 3 of 1% of the face

amoﬁﬁ% of the notes paid. On any sum not borrowed within 60

days éfter.the\date of the lcan agreement, appliéaﬁt mast pay a
standby charge equal  in the amount of } of 1% of the amownt of

the. mmused credit.

Seven of the notes, aggregating in face amount
$800,000, shall mature in consecutive numerical order from lower
to higher on March 1 and on September 1 in each of the years 1951

to 1955, both incliusive.

Tt is applicant's intention to issue, vhen the security

market 4s favorable, stocks 2n¢ bonds to pay the notes.

Because of ‘the uncertainty in the production and del-
dvery of equipment, applicant finds it difficult.to forecast its

‘cash reguirements. 'Its Viece-President znd.General ilanzger
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testified. that applicant may vorrow $1,600,000 during April~i947,
" $806,000 during. June, $800,000 during July, $800,000 during
September, $800,000 during Octobver, $1,600,00C dgfing December,
cand $1,600,000. during the first five months of 1948. If appli-
cent were.to‘issue'any stocks or bonds during the period mentionec

it would rnot borrow 2ll the zmounts inéicated.

Bécause'of a érbvision‘in'applicanﬁb‘Articles‘of incor-
poration, it finds it necessary to ceposit.with -the banks as
“security for the payment, of part of the loan;w$4,AOO?060’of'its
. first mortgage bonds. These bends will be issuved under zppli-
cant's trust indenture as amended by a’ first supplemental;in-
denture. A copy of the proposed first supplemental- indenture is
on file in this application as Exhitit "E". Upon the peyment of
+the loan secured by the Jeposit of the bonds, the bon@s-wiil'be '
returned to the applicant.. Thé order herein does hot'éuthoriée ,
the szle of the tonds. A copy of the pledge agreement is filed
"as Exhibit. "Dn.

Applicant asks that the Commission authorize it'to’pay
the standby” charge nd fee'of counsel for the banks to whicp
reference is macde in the loan ‘2greement. The'order‘hefein~will
-authorize epplicant té'exeéute znd consummate the loan'agfeeﬁént.
Applicant does not propese to use any of the moneys obtoined
~throughfthe execution of the loan.agrecuent to pay ‘the standby
charge 2nd counsel;fee. Those payménts will e made out of the

) applicaht% gurrentlincome. There seems to?be no need fer the

Commission t¢ authorize payment or those charges.

' The Commission £inés that the exedution of the loan
- agreement and the issue of notes thereunder should be exenpted

. frowm the provisions of Decision No. 38614; dated Januvary 15, 1946
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'OBDER

A pu‘linhearing'havina been'held’dh’fhe”above eatitled

‘application.by Exeminer Fankhauser and the Commission having con-

_gidered the evidence submitted at'suck hearing and it being of the
opinion that the money, property or l2bor to be procured or pald
for by the issue ‘of the notes herein authorized is revsonabiy re-
. quired by appiicant for the purposes nerein steted, and that such
purposes are not, irn .whole or in’ wart, reas onably chhr~eﬁble to

- operating expenses ‘or o inconm e, therelore,
IT IS EZREBY ORD as’ follows:

1. San Diego Gas & Electric Company ey, after the
effective' date herecf -and on or vefore -Juhe 30, 1947, exccute a
iosn-agreement in, or' sulstantially in, the same form as the loan
agfeement;filed in this application as Exhidit "C", aﬁé'issue
its notes: purstent to the terms of said loan agréement In the

amount of not exceeding $8,000,000.

2. San Diego Gas & Electric Com yafj may, ' sfte r the

. veffective date hereof and on cr'before June'BO, '1947, execute 2
pledge agreement "and & first suppledental trust indenture ‘in, oT
‘substantially .in; the same form 23 the pledge-agreéﬁeﬁt and first
supplemental trust indenture filed in this application as Exhibit

"D and Sxhivit "I respectively.

3. Sar Diego Gsc & Zléctric Company may, ‘after “the
- effective Cate hereof and on or before"Tune 1, 1948, issué and
deposit as «collateral security for the poyment of'$Z,AOO;OOO of
notes issued under ‘s2id .loan agroement, 84,400,000 of its ‘first
. mortgage 2-3/4% vonds, due -December 1, 1981, provided that upon

the payment of scid notes, the beads will bé returned to
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applﬁ.can‘;“s trescsury ané thereafter disposed of only upon the
terms snc econditions set forth in a further order of the Commiss-

L0n.

L. San Diego Gas & Electric Company sheall use the
moneys realized through the execution of said loan agreement anc
jssue of notes to finence during 1947 and.l9Z8, construction ex-
penal u:esrwhiéh'are chargeable to fixed cépital'gccounts wnder

v

+the system of accounts prescribed by the Comnmission.

5. The authority herein granted‘will becone effective

when San Dicgo Gas & Electric Company has peid the fee prescribed
vy Section 57 of the Public Dtilities Act, which fee is Four

Thousand Five Huncred (84,50C.00) Dollars.

6. San Dicge Gas & Electric Company shall file with
the.Commission within thirty (30) cays after the execution ol
szid¢ loan zgrecement, two coples of szid loun agreement, two
copies of said supplemental trust indenture, and two copies of
szid pledge agreement, said cdocumenis to be £iled within‘thirty

(20) days after their execution.

7. San Diego Gas & Electric Company shall file with
the Commission a report, or reports, as required by the Commi-~
ssion's Genersl Order No. R4-A, which order, insofar as appli-

cable, is macde a port of this order.
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‘Dated -at.San Francisco, California, this égfggﬁéhysof
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