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Deeision No. 79023 
-----------------

BEFORE THE PUBLIC UTlLITIES COMMISSION OF THE STATE OF CALIFORNXA 

In the Matter of tho Application ) 
of ) 

) 
SAN DIEGO GAS & ELE~RIC COMPANY, ) 
a Corporation, For Authority to ) 
Issue and Sell $45,000,000 ) 
Principal Amount of Its Firs~ ) 
Mortgage Bonds, Series L Due ) 
2001, and for a Deviation from ) 
the Competitive Bidding Rule ) 
in Decision 38614 as Amended ) 
by Decision Nos. 499~1 and ) 
7555& ) 

) 

Applica.tion NO. 52720 
Pi·led June 30, 1971 

Chickering & Gregory, by Leslie P. Jay, Attorney 
at Law, for applicant. 

Sidney.J. Webb, for the Commission staff. 

OPINION ----- ..... ----~ 

San Diego G~s & Electric Company secks an crder 
granting it an excQPtion from the Commission's competitive 
bidding rule, and authorizing it (a) to issue and sell 
$45,000,000 principal amount of its First Hortgage Bonds, 
Sories L due 2001, and (b) to execute and deliver its 
~clfth Supplemental Indenture to be &.ted as of September 1, 
1971. 
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After due notice, a public hearing on the above-
entitled ~tter was held be~ore Examiner Donovan in San 
Francisco on July 23, 1971, at the conclusion of which the 
matter was taken under submission subject t~ the filing of 
a copy of the proposed Twe!fth Supplement~l Indenture, which 
is now on file in this proceeding as Exhi~it No.5. 

Applicant is a California corporation en9',aged in 
the business of providing electric service in a portion of 
Orange County and electric, gns ane steam service in portion£ 
of S~ Diogo County. As of May ll, 1971, the company reports 
uncapitalized construction expenditures amounting to $92,898,735 
and an unexpended capital budget balance of $199,273,300. Prior 
to the issue and sale of the sccu:itie$ involved in this pro-
ceeding, the utility expects to bave approximately $55,000,000 
in short-term batik loans and commercial paper outstanding and ' 
pertaining to temporary financ~ng of its capital expenditure 
program. 

In order to obtain funds for retiring and discharging, 
in part, said bank loans and commercial paper, applicant pro-
poses to issue and. sell $45,000,000 aggregate principa.l amount 
of its First Mortgage Bonds, Series L due 2001. The new bonds 
would be secured by an existing indenture as heretofore 
supplemented and as further supplemented by a proposed Twelfth 
Supplemental Indenture, the latter to i~clude a five-year 
restriction on refunding at a cost of money less than the 
effoctive interest cost to applicant of the bonds. 

The reported capitaliza.tion ratios of the company, 
exclusive of short-term loans, at May 31, 1971, and as ~djustcd 
to give effect to the proposed bond issue, arc as follow~: 
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Long-term debt 
Preferred stocJ~ 
Common stock equity 

Total 

May 31, 
1971 

50.54% 
13.S6· 
35.50·· 

lOO.OO% 

Pro· 
Forma 

54.99.4 
12·.7'1 
32.30 

100.OQl';; 

After extensive study the Co~csion, ~y Decision 
No. 38614, dated January 15, lS46, in Case No. 4761 (46 C.R .. C. 
231) prcmulqated a rule which requires competitive bidding 
pertaining to the securities presently under consideration 
unless the utility makes 0. due showing that tho sale thereof 
at eOQpotitivo bidding should not be required. The only 
mo.torial issue in this proceeding is whether or not the com-
pany has made a clear and convincing sho"",in9' that aehereoce 
to such rule would be adverse to the utility and its customers. 

open consideration of the application, testimony 
and exhibits, we find po.rticul~rly from analysis of Exhibit 
No.3, sponsored by applicant's Vice President - Financo, ~= 
follows: 

1. The number of competitivo and negotiated 
offerings of dobt sccuxitie: which applicant 
deems comparable to its proposed offering is 
as follOWS: 

Competitive Negotiated 

July - December, 1969 lS "1 
January - June, 1970 20 0 ... 
July - December, 1970 2'2 lO, 
January - June, 1971 30 - 5: -

Tot~l 90 28: - --
During the fi~$t half of 1971 l~% of the 
offerings were through negoti~tion as ,com-
pared with 31~~ during the la=t half of,:'1970 .. 

- ,3 .. 

Total 

22 
2S 
32 
~ 
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2. The only negotiated offering authorized by 
this Commission during 1971 which ~pplicant 
deems comparable to its proposed offering, 
consists of a $200,000,000 de~nturc isaue 
of The Pacific Telephone and Telegraph Company. 
Because of its ~iz~, such oifcrin$ is not com-
parable to applicant's proposed $45,000,000 
bond issue .. 

3. ~e terms of a $100,000,000 negotiated bond 
issue of Southern California Edison Company 
offered in 1969 were less favor~le than 
those of a similar offering through competi-
tive biddin~ in 1970, as evidenced by the 
following: 

Offoring 
D::lte 

Oetober 21, 1969 
December 3, 1970· 

Offering 
Y~cld 

8.125 
7 .. 35 

Gross Underwriting 
Spread 

0 .. S7S 
O .. SSO 

At approximately the sarn~ time in SOptember, 
1971 as applicant proposes to sell its Series 
L ~nds, Southern California Edison Company 
proposes to ItlaJ;e another competitive ~idding 
offering of it~ ~onds .. 

4. Although applicant's Vice President - Finance 
cited an adverse response to a 1969 offering 
of New York Telephone Company's bonds, he made 
no analysis of subsequent bond issues of such 
company .. 

s. Competitive bidding is more appropriate in 
the light of the present debt security market 
than it ~s at tbe time of applicant·s' 
negotiated bond offering on February 10, 1970. 
On the l:>azis of the applic~tion, testimony and Exhibit 

No .. 5, we further find that: 
6.. The proposed ~one issue is for proper purposes. 
7. Applicant has need for external funds for the 

purposes set forth in this proeeeding. 
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9. 

10. 

LOB 

Applicant would DC required to- pay interest 
at a lower effective rate than it would in 
the absence of ~he proposed restricted redeQp-
tion provision. 
Zhe proposed supplemental indenture would not 
be adverse to the public interest. 
The money, property or labor to be procured 
or paid for by the issue of the ~onds herein 
authorized is reasonably required for the 
purposes specified heroin, which purposes, 
except az otherwise ~~tho~ized fo~ accrued 
interest, arc not, in whole or in part, 
reason~ly chargeable to opera·i:in~ expenses 
or to income. 
On the basis of the foregOing ten findings we conclude 

tha:i: (a) applicant has failed to mal~e a clear and convincing 
sh~inq tl'at a competitive bidding offering of its Series L bonds 
would be adverse to itself and its customers, a~d (b) except to 
the extent tMt it secks authority to soll the bonds throush 
negotiation, the application should be granted. 

'l'hc a,1J.thorization herein granted is xor the purpose 
of this proceeding only, and is not to ~ construed as indicative 
of amounts to be 5~cludeQ in proceedings for the detcrmi~tion 
of just and reasonable rates. 

ORDER 
--.....~- ... 

IT IS ORDERED that: 
1. Insofar as it seeks authority to sell bonds 

t~ough negotiation the application is dc-nied. 
2. San Diego Gas & Electric Company may exeeute and 

deliver its Twelfth Supplemental Indenture in the same form, 
or in substantially the S~1C form, as that filcQ in this 
proceeding as Exhibit No.5. 
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3. S~n Dieso Gas & Electric Company may invite the 
submission of ~ittcn se~lcd bids for the purchase of not 
exceedin~ $45,000,000 aggregate principal amount of its First 
Mortgage Bonds, Series L due 2001, such invit~tion for bids 
to be published atloast five d~ys prior to the date set for 
the opening of t~e bids. 

4. San Dicqo Gae & Electric Company may issue and 
sell, at competitivo bidding, not exceeding $4S,000,OOO~~r~te 
principal amount of its First Mort;~ge Bonds, Series L due 
2001, at the price offered in a bid which will provide the 
lowest annual eost of money to applicant. 

S. San Diego Gas « Electric Company shall use the 
net proceeds to be receivod from ~he issu~nce and sale of 
said bonds, exclusive of accrued interest, f~r retiring and 
discharging, in ~rt, short-term indebtedness pertaining to 
its capit~l expenditure program. ~c ~ccruod interest may 
be used for such purpose or for gonerol corporate purposes. 

6. Promptly after awarding tho contract for the 
sale of said bones, San Diogo Gas & Electric Company shall 
file a written report with the Commission showing, as to' 
each bid recciveo, the name of the bieder, the price,. the 
interest rate and the cost of money to applicant bascd upon 
such price and interest rate. 

7. As soon as available, S~n Dioso Gas & Electric 
company shall filo with the Commission three copies of it~ 
prospectus pertaining to said bonds. 

S. Within one month after issuing and selling the 
bonds heroin authorized, San Diego Gas « Electric Company 
shall filo with the Commission a statement, in lieu of a 
report under General order No. 24-B, disolosinq the pur-
poses to which the bond proceeds were applied. 
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9. The, effective date of this order is the aate 
hereof. 

thi= 
Dated at - ___ --'SaWi.nI:1...ll.Fcl~'f'IdlO.loolec:lllolo"__ ___ , California., 
If)~' aay of AUGUST , 1971. 
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