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Decision N,o. 39167" 

BEFORE THE PUBLIC UTr,ITIES COW.'iISSION OF 

IIi the M::-tterofthe Application 'of San ) 
,Diego Gas & Electric Company~ a corpors-
tfon

1 
for z.uthc.l.~i tyto enter into a Loan, ) 

Agreement'1 to issl.4e .cotes pursuant there-
to 1 ,and tois::;.ue ~4ne ,plecige its bone's as ) 
col1O:tcr~,l secur:i:"ty ,td secure a pert of 
se,id ,loer... ) 

- - - - - - - - - - - ~ - - - -- - -

STATE OF CALIFC&'JIA: 

Application 
No. 28038 

Chickering & 'Gregor:w, by 'IN. C. Fox, for applice!1t. 

o P IN' TO N , ----_-.. ..... 
San Diego Gas & 'Electric Comp~ny ,asks fors,n order 'of, 

the Co:'!".r;Ussion :'1uth:orizing it ,to enter into an'$8,O.o01 000 loru1 

c.greement with a group of banks to is.sue ,notes, to represent', 

moneys borro'aed unc.cr such 10:o:n .? greement "to execute~. s'upplemen-

tal indenture 1 to iss\le r::nd deposit as collc'teral $4;400; 000 firs't 

.. mortgage, 2-'3/4 ·perce::.t -':Ionds cue Decc:nber1, 1981 'and: te;, ?~y a 

st:.Jndby charge and fees of cou."'lsel for the ,banks'. 

':"'.' 
Applicclnt 'is ~. public ut1'11 ty ~ engaged in the 'business 

of :::J.anufz.cturing, purchasing':;:.nd selling electt:1:city in:the coun-

ties of ,San Diego ond Ora..'1ge 1 ·of m~nufs.cturin:g) ,purch~singand 

selling gas in the Cou..~ty of' Sari Diego -and,. to' a litrii ted, extent,: 
~igh and, low'pressure ste~m service in the,City of 'San Diego. For 

the 12 :;lonths 'ending September ;0 1 '1946"appli~nt reports opera-

ting revenues of$1'f. 1 754,617.83 'segregated -asfolloV1S·: 

Ele¢tric' 
Gas 
Steam Heat -, 

For ,1946 anC: 19.4.7. spp,licant 'estilll3.tes its construct:ton " 

expenditures .at $11,.898,269.' Of 'this' amount '$4,5,24;569 is by 1 t : 
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ass1gneclto 1946:and S'7,i73,700 to '194'7. The pr1nc1:p~1 items of 

expenditure appe~r :.nExhibi t TIB". 'The "testimony shows th~t to 

October'3l, 1946 it ex'pe:::~:ded $2',512;16.6.3, aGainst 'its 1946 bucget. 

'The expenditures v:oulCi have' exceedec'! 'that 8::.l0unt, had :3 P'9iic~,nt 
, 

t-een able to 6ot:::..in the necessary eq,uipoc:'lt', 'materials 3.:'ld 'labor. 

,Applicant',s balt.nce sheet as of 'Septemoer -30, '1946 shows 
l I flo Ii .. 

'current assets of $5,,151 .. 968 .:86, and current 'and accur'ed liabili-

'ti~s of $4, 767 ".442.:67. To c:;trr:,· forward 'i'ts propo'se~ :constr'uct-

ion program" o.,p-plicarit finds it :lcccssary to borrow money o'r 

issue securities. Bec'ause o'r the uncertainty in 'the p'ro~uction 
CI.na. d~livery of e'quipmentand of 'the security m~,l"ket, applic'ant 

believes it to 'be inad-:i'sable'to 'unc1:el"tr-ke at this timc any 
perm~nent finan'cing throug~ the issue of stocks or bonds. '''It 

-' \ /' ,. j , ' '. 

therefore n~s conc1uCl'ee to ent'er into an $8,000,000 100.11 agree-

,ment with the following b::nks: 

BMk of America, National Trust and . ,'" ' 
Sflvings Association---------~.;,.--.:.--.:..:.-:-:..$5,;500,OOO 
The Bank of C:llii'crni'aj National ,,'" 
Associat1on----------~--~---.;,.---.;,.--~--.;,.-~ 1,;000,000 
The Anglo California National BanK 
of San Fr8ncj,sco---~--..;---...:------~-,;.-,;..:.....:-
Centra.l Bank--.;..---.;.~------.;,.----..:..:..---.:.---~ 

I " 
, t ' , • ~ , 

500.,000 

1°°,°00 
The First 11ational Trust aIJd S.'rvings 
Bank o£ San r>:r.ego -.;..-------------~-----..;- 400 ~'oo'o 
San Diego 'Irust & ,Se.v'l.:l:Ss Bank--:..:.-----.:-- 100,000 
S'ecurity Tru5't & 'Savings Benk o'f: 
San P:lego-----------------------..;~----...:...:- 160 I 006~ 

Tota:l $8.., 000 ;0,;6 

A c'opy of the :Loar)." agrceient is' on file in' this c.ppl'i-

cation as EXhibit', TTcfi .. rt provides th~.t the $8',000,000 may be 
borro;1ed'in installments: ot' $800,000 or'more at eiiy ti'meon' or 

before June': 1, 194'8',. As: opplicnnt borrow::: money' it v1i1:1 i'ssu'e to 
the b'aril'.:s i-ts proml'ssory notes. E~ch of t'he not'es shzll bez.r 

interest at' the rat'e of 2% p(:r n.nnum' fro::.' i ts d~,t'e unt'if paid or' 

until March 1:, 1951 (~Ilhichever o::.te is earliest)' a.nd' :trom' and , 
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o.fter March 1,. 1951,; ,eRch of ,tr..e, notes then' !"ema,in~ng unp.;tid ' 

shell bear !nterest at·8, t:ltc equiv~lent to :2.% in excess, of the 

New York .discount,rete for b~nl~s which ,are :::00bers of the Federa.l 
, , , 

Reserve System i~ effect on 90'd~ycommerci21 p~per as published 

by,the'Fec.ers.l Reserve B~ of, New York $.r.c in effect, on the 

first days, of June,.Scptemoer, Dece0ber~.e 1!arcr ... of eachyc:~,r. 

The rete' of interest shall be ,ineffec:t· for each succe.ecing t~ree 

:nonths period" cO!'!ll'.1oncir..g·· on said dates, ~1;t subject, t,o the c~n-
" . 

dition that' such rate of' interest shz.ll not,. nt. any time, b,e l~ss 

than 2%' nor j.n excess of' 2~%., The interest is payable c;.uartcr1y . 
• 

Applic:nt may: pay, the notes at on,,! time. If they, z,:-e peid 

through funds obta1ned"'fro:n. the; i-ss~~, o~ stocks or, bono.si t need 

pa:," no premium upon the payment' 01: t,hc no~es. Ii" it ob'e"ins the 

~o~ey to pay. the notes from banks, 1n~ur,ence c,ompanies or . . 

financ'~ co:n.p:...nies other than t1:'..rough t~e is,s.ue, of stocks or bonds.) , , . ~ 

it '!n\!st 'P~.y a pr'eoium of r!ot exceed,ing ~ of 1% of th:~, fa~e 
~ ole 

amount of the notes paid. On ?..ny !:Ul:'l not bo.r;,;-owed: w~ thin 60 

days after ,the date of the loan ~greem~nt, ~pp1icant must pay a 

standby charge equal 

the· unused credit. 

in the amount of t of 1% of the amount of 

Seven of the notes, ,o.gg:r,egati~g in face amount 

$800,000." shz.ll mature i!'l consecutive n.umerical orCi.e.r from lOVier 
• I', , 

to higher on March 1 ,anc: on Sept.ember 1 in eac,h of .~he years 1951 

to 1955, both inclusive • 

. 'Itis G',pplic:;.n~"s :i.ntention ,to issue! Viner. .the .se,curity 

market ,is 'favo:'abl~) s'to,~s ':!,:1C bO!lcS ,to pay ,the notes. 

Because of 'the uncerta:!.nty in ,the production and del-, 

'ivclj" of eqUipment, applicant fir.c!sit difficult ,to .forecast its ". . , ' 

cnsh re:;.uircment·s. 'Its Vice-Presie.ent end: General Man,~ger 
, ' 
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t,cstified, tr.::J.t applicant may borrow' $1.,600',000 'dur.iIl'g April '1947, 

" $300,000 c1.:r:l.ng, 'Jun€,' '$800,000 during' July; $800,000 curine 

, September,' $800,OO~ o.u:::'ing October," $1,.600~OOC d~ring December, 

,'ond $1,600,000, curing the first five months of: 1948.' 'It 'app1i-

c'c:.nt- were to' issue ·~.ny ~tocks' or bon.ds c.trring the period mentionec" 

it wou1c r..ot borrow al1·theal:lo'u.."1ts inc.icat,cd. 

3eco.use . of 'a 'Orovision' in appl:!.cimt's Articles of' Incor-.. , 

poration) it fines it necess'c.ry toc.eposi t ' with ·the banl-cs' as, 

, s,ecuri ty for the paym:ent:, of part of, ~e loan,. $4,400,000" or' its .. 
,first mortgage 'bonds. These bends \::111 be fssuec."''UIlce,r' z.ppli-

can,t"s trustinclenture as :?,:J.encled by a.' first supplemental',in-

denture. A copy, of th€ propozed i'irst'·supple:tental"indenture is 

on file in· this application as Exhi':iit "ETT. Upon ,the p2~0nt of 
, 

the loan sccured 'by the Cepos1 t of the bo~ds ;,the bon~ls' ~rill be 

returnee: to the applicant.· The order herein does not 'authorize 

·,the szle' of the bonds. A ';:'0pY ·of the pledge agreement 'is, t"iled 

'3.S Exhibit UD". 

Applicant .:1.sks th:lt the COJ:Unis~ion :iuthorize i ito pay 

,the standby' charge: ind' fee \ of cOUo."1sel .for ,the b~S to which 
• . 

reference is mac.e in t!'l.e locn '3,greement. The' order 'herein will 

,~.'tlthorize app1ica..'1.t to '€xecute :mc'consu::m:.ate the lo~n 'e,greement • 

. Applicent does not' propose to \:4se' any' of the ooneys oot~j.ned 
, , 

, tl"lro'tlgh the execution of the 10~n. agree:.1cnt to Pa.y ':the 'standby 

charge ane. counsel ,'fee. Those payr:l(~nts ':iill be made out, of, the 

applicant~ cur:-"ent income. ' There' seems to', be no need' for the 

Co:nrr.ission to a.uthorize paJ"rJer!t, 0:" those charges. 

TheCo~zsion finQs thot the execution of the loan 

agreement and t'he issue of :lotes' t!'J.ereutlcler snould be' exer.lptec1,1 

, 'fro~ the provisions of Dec'ision No. ; 38614; date(\ J2IJ.ual'"'1 15 . 1946 
" 
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,ORDER 
....- - - --

'A pu'"lic :hearinghaving been 'held :6n thca~o'(re e.o.t1tlee. 

'o.p'p~lco..t1on,·.bY' Exo.I:lincrFankhause:r and t'he' Com:ni'ssion hDving COrl-

',sicl'ered' tte .evidence ~uomi ttec. at: suchhear:Lng anei." it l:iein,; of the 

opinion that the moncy, property -or l'a bor to be pro'cured or' paid 

,for'oy the issue 'of t~e notes 'herein aut:horizec. is re~sona.bly, re-

, , ,quire.d 'by appll:car.t for the IYt;.rposes herein: st.?,tec', anc1 'that such 

purposes Ctre not, in "whole 'orin "p~rt, 'reaso'n2bly' charg:e::'1bIe to 

ope'ra,tlng ,expense's :or to incorie,' :ther~i'o!'e, 

1. ' San Diego G'as' & Electr'ic' Company may, ift'er the 

effecti vel date hereof· and on o-r before "June 30,," i947, ex'c'cute a 

loan'- o.gree::!ent in:, cr~ S'l.i1..istant1ally' in, the s.";!!:lC forn as' the' 'loan 

agreement i filed in this applicc.tion as' Ey.hi ~it fTCft'; ~nd' issue 

its' notes:purstlant to the' ter=s of'sa:!.d lo'm' aere'ement in the 

,aI:lount of not exceeding ~~8, 000'; 000. 

2 .. ,' San Diego G&S &' Electric Cor.:.ps.ny ::.o.y,' Gfter the 

;:e'i'fcctiv'eda.te'hereof'and on or~befote June'30,'1947, execute ~ 

pledge: agreement'a.".d· 8 f.irst supple6ental' trust indenture' in~ or 

: substantially .in,' the s::~:!!e .form as" the ,ledge' agreement and: first 

supp-lement$.l trust inoentu:'e 'filed in' this ~~!,lico:tion as 'Exhibit 

:3.' San Di.ego '(;.6$ &' Slect'ric COlnp=.ny may, 'after 'the 

, eftecti ve date hereof 'Bnc!: on or before" :TurJ:e 1, 1948,' 'issue' 'and 

deposit, as 'coll&tcr:?l'scc1)rity for'the p:yruent of' $:4,400;OOO'of 

notes iss'Uec: unc.er ,;sa1'd ,lo~m aercement',$l,.';400,OCO o'f 'its 'first 

r.:ortgage '2.-3/1 .. 10 bOnds ;I'cue ,December 1', :'1981/ ;rovidec1 th.-it"upon 

the pay:nent of' 'ze,id :notes" the 'bcnc~z \-/111 be' 're'turned to 
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,terms one.: con~i,itions set forth in a further order of the COcmUss",: 

ion. 

" 
4. Sar.. Diego Go.::.: & Electric COr:lpany :;hell use the 

l'!".oncy~ realized throu~h thl;: execution of s'~ic, lonn a.gree:':lent :me. 
issue of notes to. financ€ during 1947 and::!.9:l;.8.construction ex-' .... . 
pen6it~es which 'are cnarecable to fixed capitnl 'accounts under 

-the systew of accounts prescribed by the Commission. 

5. The authority r.erein gra."'l,tec. '..,i11 become effective 

when S:m Diego Ga.s & Electric Company has paid the fee prescribed 

by Section 57 of the Public Utilities Act, which fee is Four 

Thousand Fi ·J'e P.:ur.c.reC: (~4, 500.00) Dolls.rs. 

6. S~n Diego Gs,'s &: ElectriC Company shn.ll file with 

the Comr::.ission vd thin tr.irty (30) cays oiter the execution c;: 

s:::.id loan agreement, t'NO COpi0S of scid loa.."'l. agreement,. two 
copies of said s'i,l?plcClc=-~t~l trus.t i::l.denture, a.."1Q. tV10 co-pies of 

said pledge agreement,7 said docum.ents to 'be filed vii thin 'thirty 

(30) days' after their execution. 

7. Sa.n Diego Go.s &: Electric Company shall file with 

the Commission a report, 0:: reports) as required by the Commi-

ssion'S Gener::>l Order No. 2/~-A, which oroer, 1nsoi','3.r 85 appli-

cable) is ::.ac1e 3. :p~rt of tr.is or(l,er. 
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