(R-92-1709)
RESOLUTION NUMBER R-280258

ADOPTED ON JULY 1, 1992

BE IT RESOLVED, by the Council of The City of San Diego,
that the Council hereby approves in concept the issuance of up to
$400 million of refunding industrial development bonds (IDBs) for
San Diego Gas & Electric Company (SDG&E), as generally described
in the Manager’s Report attached hereto, and the City Manager is
hereby authorized to return to the City Council with the
ordinance authorizing the issuance of the bonds for consideration

at the July 20 and August 3, 1992, Council hearings.

APPROVED: JOHN W. WITT, City Attorney

By i
Hardld 0. valderhaug §
Deputy City Attorney

HOV:ps

04/27/92

07/10/92 COR.COPY
Or.Dept:Econ.Dev. (Mgr)
R-92-1709
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The City of San Diego ¢ ATy

MANAGER'S
REPORT |

DATE ISSUED: June 26, 1992 REPORT NO. 92-218 -
ATTENTION:  City Council, Agenda of June 29, 1992 D
SUBJECT: Issuance of Refunding Industrial Development Bonds (IDB’s) for

San Diego Gas & Electric (SDG&E)
REFERENCE : CMR 92-194 dated June 17, 1992

SUMMARY

THIS IS AN INFORMATJON ITEM ONLY. NO ACTION IS REQUIRED ON THE PART OF THE
CITY COUNCIL.

BACKGROUND

This Manager’s Report is written in response to issues raised at the Council
meeting of June 23, 1992 regarding the costs and benefits of City issuance of
refunding IDB’s on behalf of San Diego Gas & Electric Co. (SDG&E).

The company proposes a $400 million refunding program. It estimates that a
significant portion of that amount ($160 million) will be refunded in August
1992 (the first series of bonds) after an open-market repurchase offer is made
to the holders of all $400 million of outstanding bonds. The balance
(estimated at $240 million) may be refunded after subsequent open-market
repurchase offers, or at the first optional call date of each respective
series of outstanding bonds (6/93, 9/93 and 9/95), or not at all, depending on
future interest rate trends. The company makes no representation about the
direction of future interest rate trends, but it desires to reduce its overall
exposure to the risk of interest rate increases by refunding a substantial
portion of the $400 million at this time.

[ 280258



DISCUSSION

The following reflect issues that have been raised and staff’s understanding
based on discussions with SDG&E and bond counsel.

. Breakdown of All Costs

Every dollar of proceeds of the refunding bonds issued will be used to
redeem an equal amount of outstanding bonds. The forecast debt service
savings resulting from lower current interest rates will result in an
estimated annual net savings to ratepayers of over $7 million and a total
-cumulative savings of $215 million if the entire $400 million is issued
and $2.3 million/$65 million for the first series of bonds (see
Attachment A). These savings are net of all estimated transaction costs,
which will be out-of-pocket costs to the company amortized and passed
through to ratepayers over the life of the bonds.

BREAKDOWN OF ALL_COSTS

$160MM Issue $400MM Issue

Redemption of Outstanding Bonds $160,000,000 $400,000,000
Call Premiums on the Outstanding Bond
(Attachment B) 18,800,000 23,600,000
Repurchase Offer Costs (Attachment C) 505,000 505,000
Cost of Issuance of Refunding Bonds
(Attachment D) 2,403,000 6,199,000
TOTAL $181,708,000 $430,304,000

¢ Fiscal Impact on Ratepayers

SDG&E’s retail electric and gas rates are established by the California
Public Utilities Commission (CPUC). In periodic rate cases, the CPUC’s
staff thoroughly reviews SDG&E’s books and records to assure that only
proper operating costs and costs of capital are passed through to
ratepayers. Through annual cost of capital hearings conducted by the CPUC,
the company’s allowable rates are tied directly to its financing costs.
This process is intended to ensure that the cost savings resulting from the
Jowered tax-exempt interest rates borne by the proposed financing program
will be passed through to ratepayers. Annual and cumulative estimated rate
savings are illustrated in Attachment E, by customer category.

It should be noted that the company recently filed with the CPUC for an

increase in its allowed return on equity from 12.65% to 13%. If approved,
this will increase future rates (see Attachment F).
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Fiscal Impact on the City of San Dieqo

Three cost factors directly impact the City financially: 1) City-collected
bond issue origination and administration fees; 2) City-collected utility
franchise fees; and 3) the rate reductions in the City’s own utility bills
for gas and electricity it consumes.

The City’s standard IDB issuer fee schedule calls for an origination fee of
% and an annual fee of 2% basis points. This was the fee schedule applied
to the NASSCO IDB approved in December, 1991. Per this fee schedule, if
the first series of refunding bonds totals $160 million, the City will
receive origination fees of $400,000 and annual administration fees of
$40,000, If all $400 million of SDG&E bonds are issued, the City will
ultimately receive total origination fees of $1 million and annual
administration fees of $100,000.

As discussed in Attachment G, under federal tax law, in addition to
recovering all its direct expenses, the City could legally receive a
maximum of 1/8% per year on the refunding bonds, or upfront, an amount
equal to 1/8% per year discounted at bond yield. On a $160 million bond
issue, this would equal approximately $2.3 million. On a $400 million bond
issue, this would equal approximately $5.9 million. For the sake of
comparison, the City’s standard fee schedule would be equivalent to a
single upfront amount of approximately $888,000 and $2.2 million,
respectively.

The City collects a 2.99% franchise fee on SDG&E’s gross revenues from
within the City of San Diego in consideration of the company’s exclusive
franchise to prove utility services. About 50% of the SDG&E’s total gas
and electric sales occur within the City limits. Assuming issuance of the
$160 million, and resulting systemwide customer savings of $2.3 million per
year, the City would forego annual franchise fee revenues of $30,000 per
year for the life of the refunding bonds due to ratepayer cost reductions.
For the full $400 million, $7 million of annual customer savings would
result in $100,000 of City Franchise Fees forgone (see Attachment H).

Historically, annual gas and electric usage by the City has cost
approximately $15.7 million per year. At this level, as a consumer, the
City would save $65,000 annually on its own utility bill as a result of the
interest cost reductions (see Attachment I).

A net present value (NPV) analysis included as Attachment J indicates the
City would derive a net fiscal benefit by approving the IDB’s.

Fiscal Impact on SDG&E Shareholders

There will be some debt service saving during the year in which refunding
bonds are issued. Under present CPUC procedures, this will result in an
estimated $500,000 savings to SDG&E’s shareholders, according to the
company. To the extent of any such savings, the City could consider
requiring SDG&E to covenant not to seek recovery of a similar amount of
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actual costs (for example, costs of issuing the proposed refunding bonds)
in CPUC ratemaking proceedings for future years. This would effectively
shift the savings benefit from SDG&E’s shareholders to the ratepayers.

o Potential Linkage Between the IDB’s and Merger Issues

It would be legally possible for the Loan Agreement associated with the
City’s proposed refunding bonds to include a provision preventing SDG&E’s
rights and obligations in connection with the refunding bonds from being
assigned in connection with a merger absent the City’s consent. Such
consent could be withheld for various reasons at the City’s discretion,
including relocation of the headquarters offices out of San Diego, for
example. Orrick, Herrington & Sutcliffe, bond counsel, has advised that

~ such a provision would not adversely affect either the validity or tax-
exempt status of interest on the City’s proposed refunding bonds (see
Attachment K).

o Risk of Another Issuer of the Refunding IDB’s

The City Council of the City of Chula Vista has approved an ordinance
authorizing it to issue conduit revenue bonds to assist SDG&E in financing
new electric and gas facilities throughout SDG&E’s service area. That
ordinance also authorizes the City of Chula Vista to issue refunding bonds
for the same purpose, including bonds that might refund bonds previously
issued by the City of San Diego. According to Orrick, Herrington &
Sutciiffe, the City of Chula Vista ordinance is valid only to the extent it
covers "municipal affairs” of the City of Chuia Vista. Pursuant to that
ordinance, the City of Chula Vista has approved a resolution authorizing
the issuance of revenue bonds to finance new additions to SDG&E’s electric
and gas system, and is seeking a judicial validation of such issuance, to
confirm the City of Chula Vista’s finding that this constitutes a
"municipal affair." The City of Chula Vista has not yet adopted any
resolution approving the issuance of refunding bonds for the benefit of
SDG&E, nor has the City of Chula Vista sought a judicial vaiidation of any
such refunding program. It is impossible to predict whether a court would
agree that the City of Chula Vista’s issuance of bonds to refund bonds
previously issued by the City of San Diego constitutes a "municipal affair"
of the City of Chula Vista.

Respectfully submitted,

N m/ﬁ ont
Approved: Mdureen A. Sh®apleton «/\/Subm1tted by: Kurt A. Chilcott
Assistant City Manager Deputy Director
Economic Development

236-6550

CHILCOTT:MAS:csn
Attachments

MS/SDGEE INFO [CSNIMRS
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Attachment A

SUMMARY SHEET FOR DETAILED CALCULATIONS OF CUSTOMER SAVINGS
(dollars in millions)

AVERAGE
ANNUAL
CUSTOMER CUMULATIVE SAVINGS
SAVINGS CUSTOMER OVER
IN 1996 SAVINGS 28 YEARS
OPEN MARKET REPURC;;;E—z;I;O MILLION;: ----------------
1983 A $0.949 $30.973
1983 B $0.877 $29.633
1985 A $0.013 $7.084
s1.839 $67.690
ROUNDED: $65.000 $2.3
CALL AT OPTIONAL REDEMPTION DATE ($240 MILLION):
1983 A $2.238 $60.010
1983 B $2.238 $60.010
1985 A $1.042 $28.757
ss.518 $148.777
ROUNDED: $150.000 $5.4
TOTALS ($400 MILLION): o I
1983 A : $3.187 $90.983
1983 B $3.115 $89.643
1985 A $1.055 $35.841
$7.357 $216.467
ROUNDED: I $215.000 $7.7

e e s et e et e e o gt s e ae e
] P4

Source: SDG&E
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CALCULATION OF CUSTOMER SAVINGS OF REFINANCING THRU OPEN MARKET REPURCHASE FOR SERIES 1983 A: (dollars in millions)

INPUT DATA

bond issue size

est percent repurchased
amount repurchased

year of maturity
remaining life of bonds

SDGE's tax rate

costs:

$150
49%
$60
2018
26 years

40.00%

costs which are deductible over life of new bonds for tax purposes:

new bond issue fees =

other fees =
total percent
totatl in dotlars

1.00%

0.00%

1.00%
$0.60

costs which are currently deductible for tax purposes:

for July 1 92 call=
plus tender fees=
plus other costs=
plus city fees=
total percent
total in dollars
total after tax

old bond interest rate
new bond interest rate

interest savings

SDGE's cost of capital

10.00%
0.00%
0.17%
0.28%

10.442%
$6.265
13,759

10.00%
7.00%
3.00%

15.23%

OUTPUT -
customer savings over life $30.973
customer savings in 1996 $0.949
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CALCULATION OF CUSTOMER SAVINGS OF REFINANCING THRU OPEN MARKET REPURCHASE FOR SERIES 1983 B: (dollars in

INPUT DATA .
bond fssue size $150
est percent repurchased 40%
amount repurchased $40
year of maturity 2018
remaining life of bonds 26 years
SOGE's .tax rate 40.00%
costs:
costs which are deductible over life of new bonds for tax purposes:
new bond issuc fees = 1.00%
other fees = 0.00%
total percent 1.00%
total in dollars $0.640

costs which are currently deductible for tax purposes:

for July 1 92 calle 11.00%
plus tender fees= 0.00%
plus other costs= 0.174%
plus city feess 0,28%
total percent 11,4424

total in dollars $6.865

total after tax $4,119

old bond {nterest rate 10.00%
new bond interest rate 7.00%
interest savings 3.00%
DGE's cost of capftal 15.23%

852082 Z
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customer savings over life
customer savings in 1996

mitlions)

$29.633
$0,877
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Open-Market Call

983A

19838

1985A
TOTAL

ATTACHMENT B
SDG&E IDB

ESTIMATED CALL PREMIUMS ($MM)

Repurchase Premium

$ 60.0 X 10%

60.0 X 11%

40.0 X 17%
$160.0

$6.0

6.0

18.8

Optional
Redemption

$90.0 X
90.0 X
60.0 X

$240.0

Call Premium

2% = $1.8
2% = 1.8
2% = 1.2

e,

$4.8 TOTAL PREMIUM = $23.6

K - 280258



Source:

Attachment C
SAN DIEQO GAS & ELECTRIC COMPANY

ESTIMATE OF OFEN MARKET PURCHASE EXPENSES (1)

Dealer Manager's Counss| $ 25,000
information Agent (2) ' 30,00
Depository Institution (3) 5,000
Tombstone Advertisement 35,000
Printing and Malling . 10,000
Fee for Bonds Purchased ($2.50/$1,000) (4) " 400,000

Total $ 505,000

(1) Assumes $160,000,000 of bonds purchased. All expenses ars estimated
based on recent comparable issues.

(2) The information agent will assist in collecting Information regarding
the current holders of the bonds.

(3) Depository institution will collect all replies and process purchases,

(4) A fee pald to any financlal institution that brings In a purchase,

Goldman Sachs & Co. | /{/ 289258



Attachment D
SAN DIEQQ GAS & ELECTRIC COMPANY

ESTIMATED COSTS OF ISSUANCE ASSOCIATED WITH REFUNDING BONDS (1)

3160 million $400 million

Open Market Purchasg All Issues (2)
City of San Diego Financing Fee ($2.50/$1,000) (3) $ 400,000 $ 1,000,000
CPUC Financing Fee ($0.50/$1,000) | 80,000 200,000
Bond Counsel Fees (4) 60,000 250,000
IDB Trustee Fees 8,000 32,000
DB Trustee Counsel Fees . : 5,000 20,000
First Mortgage Trustse Fees 8,000 32,000
First Mortgage Trustee Counsel Fees 5,000 20,000
Official Statement Printing 15,000 80,000
Moody's investers Service Rating Fee ($0.225/S1,000) 36,000 90,000
Standard & Pocr's Corporatlon Rating Fee (80.225/$1,000) 36,000 . 20,000
. Accounting Fess (3) 25,000 75,000
Underwriters' Counsel 65,000 230,000
Underwriters’ Spread ($10.25/$1,000) (5) 1,640,000 4,100,000
Total $ 2,403,000 $ 6,169,000

(1) All expenses are estimated besed on recent comparabla Issues,

(2) Open market purchase and three subsequent refundings at the respective call dates.
(3) All of this fee will remain in San Diego.

(4) A portlon of this fee will remalin in San Diego.

(5) Not to Exceed Underwriting Spread

Management Fee $1.50 /81,000 ] l
Taksdown 7.5G /$1,000 ,
Underwriting Fee 50 /81,000 1
Expenses .75 /81,000

. Total $ 10.25 /$1,0G0

Management Fes, Takedown and Underwriting Fee will be split as follows:

"Goldman, Sachs & Co. 65%
Bear St2arns ‘ 20%
Qrigsby Brandford 10% (located in San Dlsgo)
Girard Securitles 5% (located In San Diego)

Expenses Include wire service fees, ovarnight loan charges, CUSIP, DTC, MSRB
PSA, CDAC, travel expanses of the undsrwriters, ect..

i

Source: Goldman Sachs & Co. /4/ 280258




JUN-26-1992 10:S2 FROM

Number of
Customers

Low Income

Residential 200,00¢C

Residential 794,500

Commercial

Industrial and

Other 116,500

Total 1!;;1!000
Number of
Customers

Low Income

Residential 200,000

Residential 794,500

Commercial

Industrial and

ther 116,500

Total -;!1115000

Source: SDG&E

v

SLGRE

TQ

96550590 P.B3
Attachment E

SAVINGS BY CUSTOMER CLASS

Ave Annual
Savings per
Customer

$1.13

$1.00

$10.99

Ave Annual
Savings per
Customer

$3.38

$3.05

$33.48

Total S$avings

for $160m? Approx

Repurchase Percentade

$225,000 10%

$795, 000 30
$1,280,000 60
§2!300!OOO 100%

Total Savings Approx

for $400m’Call Percentage

$675,000 10%
$2,425,000 30
$3,900,000 60
$7,000,000 100%

£ 280258
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Attachment F

SDG&E's 1993 Cost of Capital

The California Public Utilities Commission requires energy
utilities to file annually a request for cost of capital for the
coming yeax. The utilities file their requests in May, hearings
are held in August, and the Commission is scheduled to issue a
decision in November for rate changes effective the following year.

On May 8, 1992, SDG&E filed its cost of capital testimony
requesting an overall rate of return of 10.88% for 1993, as
compared to 10.75% authorized for 1992. If approved, this request
would result in a revenue increase of $15.5 million. The requested
10.88% rate of return is comprised of the following parts:

1. Return on Equity = 13.0% is requested for 1993 versus the
12.65% authorized for 1992.

2. Capital Structure =~ A common equity ratio of 52.%5% is
requested for 1993 versus the 49.5% authorized for 1992. This
increase is sought to help offset the capital structure
adjustments being made by the Rating Agencies for purchased
power contracts.

3. Embedded Costs -~ An embedded cost of debt of 8.70%, and a cost
of preferred stock of 7.30%, is requested for 1993. This
compares to 1992 authorized amounts of 9.09% and 7.31%,
respectively. The drop in the cost of debt is due primarily
to a forecasted refinancing of $300 million of IDBs by the end
of 1993. 1In early October, 1952, SDG&E will file an update to
its embedded costs of debt to include actual information
through that time. For example, if SDG&E refinances some IDBs
before October, 1992, this change will be reflected in the
SDG&E update.

Historically, SDG&E has been authorized a cost of capital which is
less than the amount initially requested by the Company. For
example, SDG&E initially requested an overall rate of return of
11.31%, and a return on equity of 13,60%, for 1992. BAs stated
above, the authorized amounts were 10.75% and 12.65%, respectively.

Source: SDG&E K—/ 280258 |



ATTACHMENT G
Legal Limitations on City Issuer Fees

Federal income tax law restricts the amount of fees the City may collect in
connection with tax-exempt conduit revenue bonds. In general, the City is
permitted to recover its out-of-pocket costs incurred in connection with the
bonds (including out-of-pocket costs incurred in monitoring and enforcing the
Loan Agreement with SDG&E). In addition, the City is entitled to collect fees
in an amount not exceeding the present value of one-eighth of one percentage
point of the outstanding principal amount of the bonds each year, using yield
on the bonds as a discount factor. If all $400 million of proposed refunding
bonds were issued on July 1, 1992 with an interest rate of approximately 7%,
the City would be entitled to collect an upfront fee of approximate $5.9
million (plus reimbursement of the City’s out-of-pocket "administrative
costs") in connection with the refunding bonds. ~
The proposed bonds would refund the City’s Series 1983A, Series 1983B and
Series 1985A Bonds. Consistent with the City’s policy at the time, documents
associated with those prior bonds generally imposed a much smaller issuer fee,
aggregating just over $500,000 for all three prior issues. Any additional fee
sought to be imposed by the City now in connection with those prior bonds,
beyond the amounts provided for in existing documents associated with those
prior bonds, might be attributed to the refunding bonds and might be subject
to the $5.9 million 1imit. However, Loan Agreements associated with the
Series 1983A and Series 1983B Bonds also require SDG&E to pay "reasonable
expenses of the Issuer and its counsel related to the financing of the
Project." The City might be justified in seeking recovery of some or all of
its $6.3 million legal costs under this existing document provision.

Source: Orrick, Herrington & Sutcliffe

MS/SDGRE INFO [CSNIMRS
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Attachment H

CITY OF SAN DIEGO ESTIMATED FRANCHISE FEE IMPACT

For $400 Million

SAVINGS . $7,000,000
PERCENT SALES WITHIN THE CITY (1) * 50%
FRANCHISE FEE ’ . 2.99%

FRANCHISE FEE REDUCTION --QESZ:EEB_
ROUNDED ==;:§;?;:§=

(=1t 311

For $160 Million

SAVINGS $2,300,000
PERCENT SALES WITHIN THE CITY (1) * 50%
FRANCHISE FEE * 2.99%
FRANCHISE FEE REDUCTION *--;;ZTE;E-
ROUNDED $30,000

-

(1) BASED ON 1991 ACTUAL BILLINGS

SOURCE: SDGE
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Attachment I

City of San Diego Estimated Enerqy Savings
For $400 Million

Electric

175,700,000 KWHR USEAGE x .0004 SAVINGS FOR THE AVERAGE
CUSTOMER ‘® x 8.2/9.0" = 64,032

Gas

1,100,000 THERMS USEAGE x .0010 SAVINGS FOR THE AVERAGE
CUSTOMER‘® x 54741V = 1,449
TOTAL 65,481
ROUNDED 65,000
$65,000 X 26 = $1,690,000
ROUNDED $1.7 million

For $160 Million

Electric

175,700,000 KWHR USEAGE X .00012 SAVINGS FOR THE AVERAGE
CUSTOMER x 8.2/9.0" = 19,209

Gas

1,100,000) THERMS USEAGE x .0003 SAVINGS FOR THE AVERAGE

CUSTOMER x 54/41¢" = 434
TOTAL 19,643

, ROUNDED 20,000

$20,000% 26 = $520,000
ROUNDED $500, 000

- S S oy - S A s S A Gms = A WS GAS S S AP ENE G Oy Ge G Gup S e W S U Ay G D G S A D G G G G G SD S NS T G T GRS - =

M 70 adjust for the rates that the City pays which are different than the
average customer's rates.

2 gee sheet in prior Manager's Report which shows $3.30 average
residential savings.

3) Based on twelve months ended May 30, 1992.

Source: SDG&E
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ATTACHMENT J

City of San Diego Fiscal Impact Analysis
(Net Present Value)

$160MM 1DB
Issuer Fees Received
(Standard) NPV = § 880,000
Franchise Fee Revenues Foregone
$30,000/Yr. for 26 yrs. NPV =  (479,000)
Utility Expense Reduction
$20,000/Yr. for 26 yrs. NPV = § 320,000
NET FISCAL BENEFIT $ 729,000
$400MM 1DB

Issuer Fees Received

(Standard) NPV = $2,170,000
Franchise Fee Revenues Foreqone
$100,000/Yr. for 26 yrs. NPV = (1,600,000)
Utility Expense Reduction
$65,000/Yr. for 26 yrs. NPV = $1.040,000
NET FISCAL BENEFIT $1,610,000
MS/SDGEE INFO [CSNIMRS
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Attachment K

[@)RRICK, HERRINGTON
& SUTCLIFEE

Direct Dual
415/773-5783

June 26, 1992

Ms. Maureen A. Stapleton
Agsistant City Manager

City of San Diego

202 "CY Street

Mail station SA

city administration Building
San Diego, CA 92101

Re: Proposad San Diego Gas & Electric

IDB_Refunding Program
Dear Msg. Stapleton:

In section 5.2 of the form of Loan Agreement pressently
proposed to be used in connection with up to $400 million of
refunding revenue bonds proposed to be issued by the City of San
Diego (the "City"), San Diego Gas & Electric Company ("SDG&E")
would covenant not to merge unless an opinion of nationally
recognized bond counsel is delivered to the trustea concluding
that the merger will not adversely affect the tax-exempt status
of interest on the bonds. Thie is identical to the covenant
given by SDG&E in Loan Agreements associated with the City’s
Series 1986A, Seriea 19868 and 1987A bonds previously issued for
the benefit of SDG&E. There is no similar express provision in
loan agreements assoclated with the City’s Series 1983A, 8erles
1983B and Serles 1385A bonds which are proposed to be refunded.

In connection with SDG&E’s earlier proposed merger with
Southern California Edison Company ('*SCE"), the Internal Revenue
Service (the "WIRS") issued a private letter ruling dated
March 18, 1991, concluding that the City’s revenue bonds issued
for the benefit of SDG&E could remain tax-exempt only if they are
immediately defeased and redeemed on their first call dates.
This precluded BDG&E’s assignment of its rights and obligations
assoclated with the City’s bonde in connection with that proposed
merger. In a subsequent private letter ruling to SDG&E dated
April 7, 1992, the IRS revoked its earlier ruling because SDG&E
had abandoned ite earlier marger plan. However, nothing in that

Old Pedersl Reserve Bank Building o 400 Swmsome Smeet ¢ Sup Frandsco, Cahlornis 94111
Telephone 415 362 1)21 ¢ Pacsimile 413 773 5759
Lot Angcles 213 629 2020 »  New York 212 326 BECO o Sscramwento 916 447 9200
CADATA\DOCSTAPLE.LTR 401 24-43.73 04/26/92

[ 280258



Juiy ¢ Tz YLlewikil VRO e S10 1 r 3 k[5b80 . (a1

RRICK, HERRINGTON
& SUTCLIFFE

Ms. Maureen A, Stapleton
June 26, 1952
Page 2

subsequent ruling suggests that the IRS would allow SDG&E'’s
rights and obligations associated with the city’s bonds to be
assigned in connection with any such future merger.

Other potential merger scenarlos night not raijse the
sane tax lssues that were presented in connection with the prior
SDG&E/SCE merger proposal. For example, SDG&E’s merger into SCE
or into a wholly-owned subsidiary of SCE might not have regquired
a defeasance and redemption of the City’s bonds if SDG&E were
operated as a separate division and if SDG&E’s retail rates
continued to be established independently of SCE’s rates. In
such cases, the proposed Loan Agreement language might not
prevent assignment of SDG&E’s rights and obligations in
connection with the City’s bonds.

In meetings earlier this week with representatiVGs of
SDG&E, you asked whether SDG&E would accept a provision in
documents associated with the proposed refunding bonds requiring
the City’s consent before SDG&E assigns its rights and
obligations in connection with the proposed refunding bonds to
any other party in connsction with any future merger of SDG&E,
even if tax-axenmpt status of the City’s bhonds would not be
adversely affaected by the merger. VYou also requested our opinion
whether such a provision would impair the validity or tax-exempt
status of interest on the City’s bonds. We believe such a
provision in Loan Agreements assoclated with the City’s proposed
refunding revenue bonds would not adversely affect either the
validity or the tax-exempt status of interest on those bonds,

Very truly yours,

g&%ﬂiiC&&l@

Dean E, Criddle

cc: Curtis M., Fitzpatrick, Bsqg,
Mr. Mark A. Sullivan
Ms. Mary E. Vattimo
Ms. Terrl 8. Webster
Christopher Starr williams, Esqg.
Elalne R. Bayus, Esq.

289258
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Passed and adopted by the Council of The City of San Diego on

by the following vote:

Council Members
Abbe Wolfsheimer
Ron Roberts
John Hartley
George Stevens
Tom Behr
Valerie Stallings
Judy McCarty
Bob Filner
Mayor Maureen O’Connor

AUTHENTICATED BY:

(Seal)

CC-1276 (Rov. 11/91)
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JUC01 1992

Nays Not Present Ineligible
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MAUREEN O’CONNOR

.......................................................................................................................

Mayor of The City of San Diego, California.

CHARLES G. ABDELNOUR

Resolutio
Number..

Office of the City Clerk, San Diego, California
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