
Decision No. hI) 77 

BEFOP.E THE RAl.tRO.AJ) CO:aaSS!ON OF TEE S~ATE OP CALIFORNIA .. 

• 

In the Matter of the ~p11cat1on ) 
ot SOUTHE...~ CALIFORNIA EDISON' COM- ) 
PA11r tor authority to issue certa~) , Applioation No. 4310. 
bQnds and ~cbentures. ) 

__ r. 

~rry J. 3auer. for applioant. 

EDGER~ON, Commiseioner. 

O)?INION .... _---_ .... 

Southern C~11tor~ia Edison Company asks authority 

to issu.e $8.000':.-000. of its ger.eral and re funding 2S-yee.:r 6 :per 
cent bon~s due Jcnuary 1, 1944; $S)OO~.OOO. ot lo-~ear 7 pe~ cent 
serial debentures end to execute en agreement defining the terms· and 

condit~~s under which the debentures may be issued. 
Southern. Ca.lifornia. :E:o.1son company genoral and're-

fund.ing bonds in tht:) Sum of $10.000,000. mat'tlX'e July 1, 1919. In 

addition the company reports in Exhibit No. ~a~, notes ~ayab1e amount-

ing to $6~O'l8)5g.2.98. It is for the purpose of paying t;Lnd. retund.illg 

the $lO,'OOO.OOO. of bonets and. pm-t ot the notes payable that applioant 

desires to sell $8,000,-000. of general and retlmd1llg bonds and 



$8.000'.000.00 of debentures. If the bonds are sold at 93 and 

tho debenttl:res at 95, the company w.U1 realize the sum of $l5"O.\O~OOO. 

Of th1S mOIl~1, f10,OOO,OOO. w1ll be used to re.deem the bonds due 

~ l.. l.9:l9. a.x;,d the rema1nder. - .5.'040:;000'. applied to tbs p~

ment of Short term notes. 
~he issue of the $lO,ooO',ooo. o'Z 'bond8, due .TaJ.:y 1. 

1919, was authorized. by J)Go.1sioll Nu:lbor 446S'.v dated. July 19:; 191'1, 

CVo~. 13, Opinions and Orders of the Re1l:roe.d Commission of: the 
state of California, page 502). ~ere 18 no queat~on a~out the 

propriety o'! paying or refundinS the $lO,.OOC~'OOO'. of bo.nda thl'ougll. 

the issue of bonds and debentures, as shown in the reaord in this 

proceed1ng. 
~he use of part of the prooeeds *om the sale of 

de'bentures, to paY' no~ea, is justified. by officers of applicant 

on the ground that the Ullonpitsl1zed expendit~s on ~eoemb6r 31, 

1918 amounte,d to $5.159 ,6l9,. 72. :rn Exh1b1 t Num.l?er ~O,' applicant 

repo:rte:-

Balanoe of Capital Expenditures to September 30, 1917 
for whioh no seaurit1es had been issued - as shown 
in Application #2743, neois1on #4801 ••••••••••••••• $3.8S5~019.84 

Amoun~ expended for Additions and Bette~enta to 
Physioal Plant: 
Oct. 1, 19l'1 to sept. 30, 1918 , •••••••• $4',-6l1.418:.53 ' . 
Less Vont"Jra County Power Co. Purohase. 1,404',864.46 3,146.554.07 

AQount e~ended for Additions and Betterments to . 
phya1c3.l Ple.c.t October to Deoember, inolusive,1918.. 218,516.16 

Amount eXDend~d by Ve:ltu:ra County power Company 
~bsequent to October 31, 1916, and until the 
date of the consolidation of its properties 
,~th Souther~ California Edison Compeny 
November 30, 1917 •••••••••••••••••••••••••••••••••• 77,768.10 

~dit1onal Cost of uta Whitney Power & Eleetric 
Corporation Stook ................................... 17~949.88 

Inorease 1n Material and Sapplies since June l, 1~l7 ••• 173,330.84 

Advanoes to System Corporation 3inoe June l., 1917 
(Santa Barbara G~s & Eleetrio Company and 
Mt. ir.c.itneY' Power & Eleotric CoDrpallY) .............. 883,205.93 

,Tot&l Amo:llnt of Uncapitalized. Expenditures ' 
Carried lorward •••••••••••••••••••••••••••••••• $8~402i344.82 

2. 



.Amount ~ought Forward ••••••••••••••••••••••••••• $8,40ZJ·~.82 

2;000 Shares ~. Whitney Power & Electric Company 
~eferred Stock issued aceo~t ~urohase Laoe~ Co. 
properties ••••••••••••••••••••••••••••••••••••••• 169,748.98 

Total. •••••••••••••••••••••••••••••••••••••••••••• $8,572', 093.eO 

L E S S: 
-AmOunt withdra~~ ~rom Advnnce Construction Account 

Tot81 amount withdrawn .................. $3,000;06'0.00 
Lese ~clude~ 1n st&te~ent filed 1n 
Applica.t:to:l. #2743, reforred. to above ••• 925,704.35 

2,074,29S.65 ,. 
:hococds o~ OOm::l.on stock sold -Dee:.4801 •• 1;'338,'178.43 
~otw Deduotions ••••••••••••••••••••••••••••••••••• 3,412,474.08 

B a. 1 a XL c e •• • • ••• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •• $5;'159;619.72 

The &ngineering depar~ent of the Railroad CommiSSion 

:!inds the expenditures of a.pplicant, because of ad.d1 tiona and better-

ments to it.s plant, reasonable. As repo:tod. in Exh1b1:t Number Two.~., 

applioant he-a since June 1, 19~'7 advanoed $SS3~205.93 to system . 
oorporations - I~. Whitney Power and Eleotric co~any a~d Santa 

Barbara Gas and Electric Company. The test~ony ehows that the 

expond1 tures of ·~hese companies on capital account, since June 1. 

1917, exceed tha amount advanoed by a~~licant. This is not a 

ca.se of a.uthorizing the issue of 'bonds aga.::net 'tUlOap1ta.lized ex-

pondi tures, 'but debenture:> which applics.n.t expcO;ts to pay through 

the sale of'oommon stock. 
~ ~8~OOC,;'OOO. of debentureS are to be issued 'tXXLder 

an agreoment to be exocuted to the Ea.nkers Trust Company of New York. 

No copy of this agreerlent has been filed. with the CommiSSion. 'O'Iltil 

this is done, no final order can be made in this proceeding. As 

outl1::led. a.t the. hearing by J.. N. Kemp, Controller of Southern Cali-

fornia Edison Co~any and as shown by EXhibits filed in this proeeed-
1n8,- the debenture agreement is to Fov1de :tor o.n issue of $8.000'iOOO• 

of debentures maturing a.t the rate of $l';OOO'~'OOO. per axmum :from 

1921 to ~928 1.:lclus1ve. ~b.e pa~ent of the debent';:u."es is unseo1.1re&. 

~he debenture agreement will provide among other things, that the 

o')Q ":. 
;-~-~,. 



$8.000,000. of debentures wUl share in the security of e:r:;:y new. 
mortgage t:l&de bj the company, that i6~ in the security ot a:r:J:y mort-

gage~ the li~n of which is junior to thet of the mortgage of July 1, 

19~7; as such mortgage now exists, or as it may be at auy time 

amended by supplemental agreements. Mr. Xemp~ as well a3 Mr. Bal-
lard~ first Vice' PrElside:::.t of S."J.thern California Ediso.n ,Compa.ny~ b'e-

liove that the co~pany will be able to pay and refund the debentures 

thl'oU€'h the issue of its common stock. 
, 

It is urged that the Commission should authorize the 

iss'J.e of the bonds ar..d debentures ,as app:'ied, for herein, for the-' rea-
son that this is the first stop toward placing the co~sny 1n e finan-

oial condition to resume its develop~ent work and the oui1d1ng up 

of i~s :!)ro:perty. Applicant's development program, coyoring a ,er1od 

of three ye3.rs, calls for an estiw:.ted exponditure o:! $18i945;~OOO. 

The propo.sed hydro-electric plal::ts, when completed, Will produce~ 1%1..:, 

a normal year, accord1.::lg to tho testimony of M:r. Bal:'~d, an add1-

tio!lS.1 310,,000,000 K.W.R. per annum, compal"ocl,With the com9anyt s pre-

sent total :lYdro-electrio reSOu=cea of 660.'OOO,.OOO~ X.W.E. per a:c.num. 
Offic1als of the oompany believe that payment and r~tund1ng of tbe 

$10;000;·000. of 'bonde, due July 1, 1919, and appro::d.mately ~5,o.OO;'OOO. 

of short term notes, will onable the company to issue addit1o~ bonds 

and sell common stock tor the purpose of carrying out its three year 

oonstruotion program. 
It is contended that the ~terest rate on the deb en-

tures~ while admittedly a trifle high, should be oontrasted With the 

rate tor stock. The issue of tne debenturee is a ~empor3rY expedient. 

~~pl1oant proposes to make every effort~ and entertains oonsider~le 

hope of snocess, to sell enough stocJt to ,retire all cf the de~enture8. 

While tho stook, at this time, can not be sold on as favorable t~rm8 

as the debenture$~ it is bel1evod that the price of the stock,becau8e 

of this ref~cine and the proposed new develo,ment will increase 

in prico, t.:lc. out do':i"::l the net cost of money, to the oompallY as time 



goes on. 

III Deoision Number 59'18, datod Deoember 5, 1918. the 
Railroad Commission authorized app11c~t to renew for 3 period of 

one year or lees, $626.500.00 of ~otes. ~he notes issue~ pursuant 
to the authority granted in ~ciE1on Number 5978, s~ould be pe1d or 

refunded through the issue o~ debentures herein &uthorized. 

I herewi th ~bmi t the following form of Ordora 

SO'O'l'HERN C.&LIFORNIA. EDISON COMPANY il8.ving applied 

to the Railroad COmmission for enthority to iasue $8.000~000. of 

IbondS end. $8,.000'';'000. of debentures, a pub11c hearing ~v1Jlg been 
, held, and it appearing to the Co~ssion that the money, property.or 

labor to be procured or paid for by such issue 1e reasonably re~1red 
for tho purposes speoified in the Order, whioh pu~oses are not in 

whole or in part reasonably chargeablo to operating expenses or to 

income; 
IT IS HEREBY ORDERED that Southern California Edison 

CO!llpaIlY bo, and it is hereby, authorized to issue $8,000.000. o:t 

its generu 8Jle. refund.ing 2S-year 6 per ce!l.t bonds, due January 1. 

1944, e.ud $8,.000..,000. of 1 ts lo-year 7 per cent ser1al debentures 

upon too follolVing oonditions and not otherwise:-

1.-l'lTt)ne of the bonds or debentures herein au-

tho~1zed ·to be issued shall be issued until the Railroad 

Com:niss1on haa ie.pPl"Oved. the amendment to app11cant's gene.ral 

a.nd. re£unding %.'lc1rtgs.ge. d.s.ted. Jrily 1. 191'7. 8l'ld the aebentnr9 . . 

agreement de:r1.:c.~\.ug the te:rm6 and. conditions under whioh. the 

$8.000'~OOO. 0:: de'bontures may bo 1e3uo4. 

2.- The bonds herein authorized to be icsued, shall 
be sold for not less than 93 per cent of their faoe value 
plUS aottrued ~ter8ct and the debentures ~or not 1ees than 

5. ....).~'.:--..... _ ....... 



95 per cont o~ their face value; plus aocrued tnterest. 

~.-~he proQe~ds,obta1ned trom ~he sale of the 

bonds and debentures ab.sll be used tor the following 
purposes:.-

(8)-:11e s:tm of $10;000;;000. to pay or r~fund_ 
the $10.000-;000. of general and retun6.1ng bond8. due 
and payable July 1. 1919; 

(b)~~he sum of ~5~040~OOO. or suoh an ~ount 
of the proceeds as may remain after the paymGnt of the 

aforesaid bonds, to pay in whole or in part the notes 
SElt forth in Exhibit llo-. "8", f1led 1n this prooeed.1n8. 
it being understood that applic~t will payor retund 
the notes issued ~urauant to Deoision Number 5978. 

d&ted Deoember 5, 1915. 

4.-Southern Cal1for.nia ~dison Company shall keep 

separate, true and accurate ao~ounts showing tAe reoe1pt 
end applioation in detail of the proceeds from the sale 
of the bonde and debontu~s here1n authorized to be issued. 
,~d on or before the twenty-fifth day of each month, the 
company Shell make verified rep~rts to the Ra1lro~d Oommis-

sion as required by the Commissionfs General Order No. 24, 

which order, in 80 !ar as applicable. is made a part of this 

Order. 

5.-~he 8uthoritr here1n granted shall not beoome 

effective until applicant has paid the fee preB~r1bed by 

the Publi0 Uti11ties Act. 
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6.-~he authority here1n granted sh&ll apply 
only to ~ch bon~s and debentures as may be issued on or 

before O~tob&r 1, 1919. 

The foregoing Opinion and Order are hereby approved 

and ordered filed a.s the Opinion and Order of the :Ra11:-os,d. Comm1831on 

of the sta.te of California. 
rfv 

Dated a.t San Francisco, CaJ.1l'ornia, tb.13 do 2. S- day 

of Je.nue.r;r, 1919'. 

Oo!'llm1ss1onere. 


