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In the Matter of the Applicatior of )

SOUTEERN CALIFQORNIA EDISON COMPANY, )

& corporation, Lor an order approving)

a propogeld reclassification of its ) '

cepital stoclk, and authorizing the % Application No. 8032.
)
)
)

{iasuence and sale of 95,000 shares of
7 per cent. cumulative non~participa-

prefoxrred stock of the par value
0f $100.00 each.

Roy V. Reppy, for Aprlicant.

BENEDICT, Commisgioner.

OPINION

S Ny Gt SRR S W —

In the above entitled application SOUTHERW CALIFORNTA
EDISON COMRANY aaks permission t§ roclagsify 1ts stock and 15@0 and.
sell £9,500,000.00 of 7 per cont. oummulative norf~participating pre-
forred stock to retire outstanding second preferred stock and for
other purposes specified in subdivision (b) of Sestion 52 of the
’ Public Utilities Act. '
| ' " Applicant has an suthorized srtock issue of $100,000,000.
divided inmto - '
$4,000,000.00 of first preferred,
531500,000:00 o commomel T
As of J‘uly-lé, 1922, 1t reported $4,000,000.00 of first preferred,

$12,029,900.00 of second preferred and $46,378,200.00 of common Stock

-

outstending, and $10,815,400.00 of common stock swbscribed.  The
$46,378,200.00 of coxmon Stock incl'ad.os'$10,836-,628.06 of stock con~ .
trolled by the company through ownership of the Pacific Light and
Power COrpbration stock, lesving net common stock outstanding in the
amount of $35,541,572.00. e
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It 18 of record that applicant’s Board of Directors at
a regular meeting held June 23, 1922, voted wisninously to amend
paragraph six of’applicént's Articles ol Incorporation by --

(a) - Changing the name of first preferred stock to original
proferred stock;

(b) ~ Redueing the second preferred stock to £12,029,900.00 par
value and the common Stock te $60,000,000.00 par value;

(¢) ~ Creating in the place of the second proferred stook and com~ .
mon stock eliminated by such reduotion $23,970,100.00
yar value of preferrod{stodk;

(4) - lUaking second preferred stock exchangeable Ffor preferred
stock and retirable out of the proceeds of preferred
a8 well as commor 8tock.

A special meeting of the stocltholders of applicant will

be held cx August 1, 1922, to sot on the propossd amendment. If the
amexdment recelives the vote of two-thirds o applicant's subacribodf
stock, it will decome effective. Applicent will then bave an authoe
rized stock issue of $100,000,000.00 divided into --

2:000:900:8 of cxtotzel Bstomp.

23,970,100.00 of Preferred,

60,000,000.00 of CGommon.

Tnder 1ts present Articles of Incorporation, applicant
may rotire 1ts second preferred Stock upon the payment of $103.00 per
share and scoumilated dividends. ALl of The £12,029,900.00 of
socond preferred stock 1s owned or controlled by E.T. Huntington.

He hes agreed to sell this stock to the compsny for $9,453,322.00,
or at a price of approximatoly 278.00 per share. It is the
compeny'e intention, if,permitted by the Commisasion, to issue
and sell preferred stock and mse procesds obtained from the sale of
guch stook and from the sale of common stock to retire 1ts second
proferred.atock, amounxing'to $12,029,900.00. If this stock is
retired, it can never be re-issued under the proposed amended
Arvicles of Incorporation. The amount of authorized soaopd pro-
ferred stock shall be decreased to the extent of $12,029,900.00 and
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tho amount o2 authorized preferred stock siall be correspondingly
increased. When ;hé second proferred stock is retired, appli-
cant's $100,000,000.00 of suthorized stock will consist of -
$4,000,000.00 of Originsl Preferred,
36,000,000.00 of 7% ounwlative non-participating Preforred
60,000,000.00 of Common stock. ,

In its Exhibit Wo. 4, applicant estimates its con-
struction expenditures for 1922 snd for the 8ix yoard’thoroaftor
as follows:=- _

1922, c0enen..B27,344,300
1923, .cc0ees00 18,066,800
1924, 00000ese. 13,829,000
1926, ceceeanes 22,290,000
1926,000000e00 16,209,000
1927 ,0cecceuse 16,975,000
1928, cecccncen. 11,800,000

Applicant uwnder its present financial structure has
tut two sources from which to get moneys to finance permsnently
its conntruction expenditures, ~3uch socurces being The saio of com-
mon. stock and the sale of bonds. Its officors believe that it
should have & third source of funds, namely -the sale of preferred
stocke. It 18 argued that There 48 a group of investors who will
not buy common stock, but who are interested in asquiring profbrrod
stock and that the company will be able to get its money cheaper
through the sale o bonds, preferred stock and common stcok than
through the sale of only bonds and common 8tock.

The Commission®s attention is also called to the fact
that one individual mow owns and controls £$12,029,900.00 of appli-
cant's outstanding stock and that it 4is not to the best interest of
the company to have 80 large an amount of stock oventuallj yass into
the hands of owners who might take a different attitude towards the
menagemexnt of these properties than the present owner of the stbok.

| The $9,500,000.00 of 7 per cent. cummlative non-par-

ticipating preferred stock which applicant asks permission to issue
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will according to law be offered dy appliocsant to 1ts stockholders.
H.2. Buntington has agreed to acquire $4,000,000.00 of the.pr;forrod
stock and may therefor $4,000,000.00 in cash.  He will thus pro-
vide $4,000,000.00 of the $9,453,322.00 whick he is to xeceive Zor
ris $12,029,900.00 of second preferred stock. The romaining
$5,453,522.00 whioh applicent ket cgreed to pay for the aoooﬁﬁ Pro~
forred ctock 1t intends to obtain from the sale of common stock sxd
proferred stock. In ite Zxhibit Number Three, applicant reports
that on July 11, 1922, 1% had on kand from tke sale of common stock
the sur of $1,504,900.00.  On secount of common stock sold oz the
installment plan, applicant estimates that on or before December 31,
1922, 1t will receive an additional sﬁm of £1,900,000.00 zrém the
sale of such stock, making a total of $3,444,900.00. In another
proceodirg now pending »efore this Commission, it asks permission to
use the $3,444,900.00 to redeexm ir part its second preferred stook.
Deducting ke $3,444,900.00 from the $5,453,322.00 leaves & balance
of $2,008,422 that must be obteirned from the Sale of 7 per cent.
preferrel stock or from ofher squrces. If the last montioned

snount is obtained from the sale of preferred stock at par, 1t will

use in eZfoct $6,008,422 to retire second preferred stock, lea¥ing

$3,491,578.00 available to finance new construction.

The immedizte effect of the rotirement of appli-
cart's second proferred stock as herein proposed, will be an increase _
o2 $é$,505.00 in applicaﬁt‘s apnusl dividend yayments and & reduc-
tion of @2,529,900.00 in applicanx'e outstanding capitalization.
However, tkhe increase in the dividend rayrments can be offset by the
sale at par of sbout #6,500,000.00 oL 7 pexr coxt. preferred atock
inctead of selling a like amount of common stock on which applicant
is paying & per cent. dividend on par. If applicant will ocon~
tizme with its comstruction program as putlined, it will be required
to sell large amounts of stook and should be nble to effect substan—
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tiel sevings through the sale of the preferred stock. L




I herewith submit the following Loxrm of Order:
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SOUTEERN CALIPORNIA EDISON COMPANY having applield to the
Roilroad Commission for permission to reclassify its stock and issue
$9,500.000.00 of 7 per cont. ourmlative mon-perticipating preferrod
stock, & public hearing having been held and the COm:L‘se:t.on being of the
opinion that the money, propexty or labor to be procured or paid for by

suoh issue 1o reagonably required by applicant and that this spplica-

tior should te granted as hereir provided;

IT IS EEREDY ORDERED, thet SOUTEERN CALIFORNIA EDISON
COMPANY be, and 4t is hereby, authorized %o reclassify its stock as pro-
posed in its E::hibit TBY f£iled in this proceedirg, and to 1ssne and sell
for cash, at & net price of not lesa than par, 9,500,000.00 pa.r value of
its 7 per cemt. cumnlative non~participating rreferred stock,

The euthority hereixn granted 18 subject to further condi-
tions a8 Lollows:-

L.=—The authority herein granted will not bocome effective unfil
gpplicant has f£iled with the Commission a certified copy of
its Articles of Iucorporatioﬁ smendod as proposed in this
application.

2.=--0f the proceeds reslized from the sale ¢f the stock Berein
autﬁorized, the sum of #'56,008,4:22.00 may be used to retire
in part applicant’s outstanding second proferred stock. The
rosaining proceed.é and such pa':t o2 the $6,008,422.00 not .
used to retire second preferred stock shall be placed and .
held in applicant's treasury, or in & apecia.l‘ fund, and
skall be dichursed orly for such purposes as the Railrosd
Commission may suthorize. in s supplemental oxder or orders.
The proceeds may be comsolideted with the proceeds obtalned
fron the sale of stock, the 1ssue o2 which has heretofore

beor suthorized by the Commiseion.
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3.-~ Southern Californis Edison Company s2sll keep such record
02 the issue and sale of the stock herein authorized and
of tho dispocition of the proceels as will emablo it to
file on or before the 25th day of each month & verified
report- L, a8 fequirod by tho Railroad Conmissionts.
Genersal Order No. 24, which order, im 5o far as applica-

, ble, 18 made a part of this order.

4.~~Tho authority herein granted will apply only to such stock as
may be issued, s0ld and delivered on or before December
31, loze..

The foregoing Opinion and Order are hereby approved
and ordered filed as the Opinion and Order of the Ralilroad Commission
of the State of California. |

N

Dated at San Francisco, Californis, this ;Z/
day of July, 1922. ‘ '

Commissioners.




