'De'oi sion No. 40.089

BE'“‘O‘?.E THE FURLIC ‘U'I'I'LI""I"S CO”‘MSS"' ON OF TEE S‘I”..T"‘ OF CALIFORNIA

Tn the Matter of the Applicstfon of ) @ i ﬁ @ U
SOUTHERN CALIFORNIA EDISON COMPANY 1L7D.,) _/ l
a corporation, For authority to issue, ) ,
~exchaage and/or -sell 1,653,429 shares ol) plication :
Cumzlative Preferred. stock and 1 ,653,429) No. 28263
shares ¢of Preference stock, or‘tne :
aegregate par value of $82,671,450, and

53,429 shares of vonnon Stoek of the
aggregate par value of $41,335,725, anc
for an Order exempting said securinies
from the Competitive Bidding Rule,
. Decision No. 386ls.

Gail C. larkin and Rollin T. Wooddbury, and
0 el veny & Mvers, Sy Craham L. §ter11nr, Ir.,
Tor appricant.
D. T. Boardman, in propria persona protestant.

-

OPINIOK

- Io tnis application, Southern Cali*ornia Ed‘son COnpany
;md. asks the Commission to entor it° orter authorizing the appli-

o cant to issne, oxchan?e and/or sell 1, 653 L29 shares (le 335 725

par value} of cunnln«ive preferred stock,. 1,653,429 snares

(& Ll 335 725 par‘vnlue) of preference stock, and 1 653.429 snares .
($Al 335,725 pqr value) ot ccmnon stock, all upon the basis ¢nd for
the purposea ne*einarter setwrortn. Applicant also: asks ror an ‘.
order exempting sald isauo, exchange and/or sale of said stocks rran
the comnetitive bidding order et’fortn in Decisiqn‘ﬂo._3861L.,dnzed
Januarv 15, 19L6., o |
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Applicant‘ia;afcorporation orgaﬁized and existing under
the laws of the State of California, and iz engaged im the business
of generating, transmitting and distriduting ele¢tric energyfror
light, beat and power. 7For 1946, applicant reports operatiﬁg
revenues of $73 173 180, 56, and net incoma, that is. the apount
available tor dividends and surplus, of $10,860, L78.26. During
1946 applicant paid dividends on prererred stocks in the amount of
$5.027,077. 06 and on common stock %4, 771,468.L9. |

~ 4s of Decenber 31, 1946, applicant repo:ts its assets and
liabilities as rollows'

Assets. :

Utility plant $385,948,399.77
Cost of electric plant reqn_sitxoaed by ‘ : '
U.S. Governmeat including disuantlement
expenses (amount of settlement not.
determined) less partial paymeats re- :
celved.of $900,000 1, 708'134 2
Investment and funds accouats 1,852,357.85
Current and accrued assets 40 722,028.2L‘
Deferred dedits . 13,520,731.71
Capital stock discount and expense _ 3L363L9L6138

Total assets and other debits 447,112, 598.27

/

Tiabilities

Capital wtocks stated Talue , . 3156, 185 507. 99
Bonds : 138, 000’000 (o]0}
Current and acorued liadbilities 26 358, 626519
Deferred credits 3 LSZ 238.32
Reserves 109,387,109.84
Coatridbutions in aid ot construction 1,489,585.66
Earned surplus | | o _2; 239,530 27,

Total liabilities and other credits $uL 7,112‘523wz7

Applicant's $138,000,000 outstanding bonds consist of
| $108,000,000 of first mortgage 3% bdonds due September 1, 1965, and
. $30,000,000 of 2irst mortgage 3+% bonds due September 1; 1964.




ADplicant®s outstanding capital stock and surplus on
December 31, 1946, are revorted as follows:
| Stated value of

C&piv:l stock and
Surnlus -

Or*s-na_ Preferred Stock, 5% Cumulative
artlicipating, $£25 par Value 160,000 szares, :
(par value $L OOO 000) s 4,000,000

Prerer*ed Stock, Series B, &, $25 par value, .
1,907,256 shares, par value ¢A7 $81,400) 16,852,868

Preferred Stock, Series ¢, 54%, 225 par value,
1,399,601 shares (par value $3L, 960,025) 34,582,943

Cormon Stock, 825 par value, 3,182,805 shaTes, '
(par walue 379,570,125) | 7C,74L3,697

Earzed Surplus at December 31, 1946 12,239,530
The oripginal preferred szbck is non-call;ble. ‘Thé pre-

ferred stock, Serieé,B; 6%, aad Series C, 5%%, is redeemadle at
$28.75 plus accrued d*vidends;' Applicunt proposes to replace vne
preferred stock, .Series B, &, and Series C, 5%, with pref fer=ot
stocks bearing a lower dividegd Tate cormeasurate with lower cost e
such cabital;and*increase 145 Junior equity capital base iﬁ*of&er %o
facilitate future senior security finazclng it a rinimunm cost.

| Applicant intends %o call a meeting of its stocknolders
on May 6, 1947, to amend Lts articles of iacorporztion. The
principal pﬁrposes of the proposed amenénents are: {a) to eliminnte
"Lcd;" from the company's zaxe; {b) to make thé‘compahy's corporate
existence perpetual; (¢) to authorize two new classes of prelerred
stock td be desigrated respectively cumulativé preferred stocx,
comprisinrg 6,000,000 shares of the par value of $25'each issuabdle
in series, ané ore »renée stock comnr sing 3 OOO 00C shares of the

sane par value, issuable in serles, with authorization to tne Board
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of Directors to determine the dividend rate, conversion rights,

voting rights, redemption price and/or liqﬁidafion‘pre:erences of
any whollv unissued series of either class of such stocks, and to
£ix the numder of shares constituting any unissued séries: and
(a) to increase the suthorized amount of com;dn'stock £ron
4,400,000 shares to 8,000,000 shares. |
At the present time applicant's authorized stock consists
or tvhe following:
. Sndfés‘ Par Value

¢riginal preferred 160,000 $ 4,000,000

Yroferred Series A 1,080,000 27,000,000

Preferred Series B 2,120,000 *53,00¢,000

Preferred Series ¢ 2,240,000 56,000,000

Common svock 4, £400,000: 110, OOQlQOO

Total 10, 000, odo_" $250, ooo-ooo

After the =rticles of incorooration are amended and the
&% 2ad 5}% preferrcd stock replaced or redeemed applicant’
autzorized stock will be as Tollows: '
Shares AFﬁr Value
Original preferred 160,000 & 4,000,000
Cunulative preferred stock 6-000 00C 150,000,000
Preference stock 3 OOO‘OOO 75,000,000
Common stock 8,000,000 200,000,000
Total 17,160,000  $429,000,000
ALl shares will bave a par value Of £25 each. |

The increase in applicant's authorized utocr is an
essential step in tne'replacement oxr rcdenption oL its preferred
stocks Series B, &%, and Sories C, 5%%, wita prernrred stocks

bearing lower dividend rates.
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R Applicant has about 92,000 stockholders, 1o one of whon
owns‘as muck as l%'of?applicqnt's.outszandiag‘stock. To érgaté the
Two new classes of preferred sTock, to wit, the ;uﬁu;;tive,pre-
Terred and the preference stock, requires a 2/3 vote of all out-
standing stoek. IT this vote is obtaized applicunt will offer G
the initial series of curmlative preferred stock, 325 par‘ﬁalue
and the fnitial series of refersnces stock, 325 par value, in
exchange for the outstanding preferred stock Series B, €%, and
Series C, 5&h, on the basis of 1/2 skare of cumulati?e'preferred
stock and 1/2 skare of prererenée stock for each outstanding share
of prerérred stock Series B, &, or eries C, 5. Apblicsnt
proposes %o fix a dividend rate for the zew cummlative prere*red
stock, and the new cénve*tibiA'pre*e rence ‘stock and the conver fion
nrice for thﬂ latter stock at a moint. wbich will give the new
pre'erred stock offered in exchange, 2 v;lue a% theltimé the
exchange is made, of not less than,$28.75; the redemp;;on pricé
per share ol the oldvpzeferred stock. The exchinge §fr§r'will )
have the added feature-of belng non-tdxable ror.rederal incone tﬁx f
purﬁoéesl- ARy Sexies B, €%, and Series €, 55%,-sto¢k whiCh‘is a0t
retiredltnrough such exchaage would be called'and *edeézed At the
call price of $28.75 per share, and any unexchanged cumslative I Te-
ferred and nreference stock will be sold ,hrough security dealero.

IZ the 2/37vote o? all the outstanding stock neceusary,

te ef*»ct the amendnent of aopliran ‘s oar ticles‘b*'incornoration.is}

not obwained applicant Proposes to borrow suf*xcieat fundr to
redeen the outscandzng Series B, é%, and Series C, 55%, c411 sueh.

- stock for redemptzon,-dmend-tne articles of incorporation by vote
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ol the Orizinal Prelerred 3tock and Commoﬁvstock to create the ne@
curmlative preferreld stock and nreference stock and offer the new%
stocks for sale rough investment baskers. Iz that eveat, The
proceeds w*ll be applied TO the repayment of the loan.

| The outstanding Series B, 6%, and Series C, 5%, stoc&s

were, except for %10, 000 00C, seld by the company witia its own
exployees through its own-Sales department. The stock is neld by
41,736 holders, of wnoh'abodf'Bl 615, or nearly 80%, reside in |
Caliroraia and hold nearly 2/3 of ‘the B.and C stock. 12,265 stocér
nolders own omly 1 to 10 shares exck, 8,155 own from 11 to 25 sm’ee
V~ach, 15,257 own fronm 26 vo 100 eha.ns, 5 505 own from 101 %o 500
sha_eu, and 554 own 501 vhares or more. Appl .Cant"s naragenent

reels that 0 lar ge-a group of Cali*o nLa stocknoldors is a valu»ble
" asset waich it should 'Tetain. It 1§ for this reason that applicans
45 desiTous of effecting &S’ large af exchange of Stock as possible.
o In the refunding of ivs Se 1es B, ' 6%, and Series’ c, 5,
stocks, anplicgnt:;g conréontod witn'cnree na jor undertdkings;
rirst, the‘amendnené_of tts aftigies o? ihcdrporatidn; sécoﬁd;
 the solicitation of its sﬁocxholders %0 exénange their stock, and -

third, the execution of an déréenent with some investment bankex

or Dankers covering the purchase of the Shares of the new Stock

not exclhaznged.

ASs Stated A§pl£cgnv%«8ed£3'3.,6%, and Sqries C, 5%,
. stock is redeemadle at $28 75 per saure and dccrued dividends. Iz
view of thé‘curr,nt lower Level’ of the cost of moneV, public
interest we feel requires ‘that said QtOCKu be refunded tnrougn the

1ssue of lower div‘dend baV1ng Stocks. Applicant is not at this
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t&me 4n o PO on to advise the Comnfssion 5 tho vpeci*"i.c serzs
of exchange or of the sale prico of the new stocks not issued Iz
exchanze for outstanding stocks. The testimony shows that the new

cumulative preferred stock and the preference stock would eacn have

a call price of not less than the present call price of the Series B,

6%, and Series C, 537, sﬁoc?;, Tne pféfeéeﬁce'stoc? wbuld be'con~
vertidvle fato common stock at a rate of ho‘ less tnan 3/S nor more
thon 4/5 of a stare of comm rnon. for cack uha*e ol p*e’erence stock.
Dividend rates would be estadlis -ed fo“ cach of tho stocks or
’than~4%-ﬁo“ nome than' A% on 025 par value *euul .nb in a
vield on the ctocknoléer's in veutmenu of 928,75 per sha :h‘ca
is established by the ¢all price-of‘his stock;vof'noﬁ lesslthan'
3+48% nor more than 3.91%. The dividend rate will’ﬁot nocessarily
be the same on bota the cumhlat ive p*oferred and the prefe*onco “
stock. The specific terms of the curmlative prefer*ed and ¢
p“ere“cnce stoek will be submit ted in a *upplemcﬁxal anplication,
Applicant at tni~ time as¥s that the Lsst o, ercaanse
and/ = sale of the cumulative preferred stocx, of the preference
stock, and of tne common stock be exempt rrom,tae compe*itive |
vidding oxrder in‘Decision No. 38614; That oner exeﬁnts c*tain
classes of securities and PAny vocurity as %o w*ich the Cozmission
saall fina, wpon due stowing by 2 public utilivy tﬂau tne uale
thereof at commetit&vc bldding should not be required." The ‘
testimony shows v‘:.m:\i.‘.: 15 doubtful that the ex ds waica aoblicant
ié'séeking through-tho probosod rerundins,vto u‘t,‘v“e largest..
ossible excaange of stock and the gmp“ove ment of Lts cauital set-up

as outlined in thiec npllcation can be ac_ieved througn competitive
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bidding. . A negotiated -sale should facilitate the securing of the

necessary proxies to amend the articles of incorporation and ex-
pedite tﬁe,exénangg-solicitation. Iz‘pernitsvthe”timing'aﬁdv |
planning of the entire operation on a definite basis. ALY of these
are important steps in‘applicanﬁ’s $82,671.450frerunding opergtion.
Tne;exehptioﬁ requested by appiicant will be graated.

D; 7. Boardman asks the Commission o deny this applica-
tion on the ground that the refunding of the Series B'6% and Series
c 55% stock on thé vasis outlinsd in this application will result
in a logs to the holders or such 8tock. A4S staved, botﬁ classev
of stock are rodrewable at A28 75 per s share plus accrued dividendg.
AopliC¢nt we feel, would be subﬁecu o c*iticism iT 1t does a0t
go 'orward with it erund;ng PTograsl. Obviouuly it is for the
individual stocknclde* to determine at the opportuze tine whether

he will excnange kis stock or accep’ the redexzption price.

The Commission having considered the e#ideice sﬁbmitted'
in this matter and it being of the opinion tha®t the issue, éxchﬁﬁge
and/or sal¢ by Southern California Zdison Company Ltde of cuzmlative

preferred stock, p:ererence.stockvaﬁd commgh stock to rerundvits |
prefbrred. stdcics, Series B, 6%, and Series C.' 5&%;; Shbulci; in the
puSiic?in:erest, be'exempted~rran-tnb‘order in bécision'Nb, 38614,
Qﬁtcd'lhnuary'i5, 1946, therefore,.

IT IS HEREBY OFDERFD that the issue, exchange and/o?
sale Of 1,653,429 ohafes of cunalitive rreferred stock, 1,853,429




sﬁéres ol preference stock and 1.653,429 énares of common sStock
for tne-purposeé_sct_forth,in this appiication are exempted from .
the order in Decision No. 38614, dated January 15, 19L6. |

IT IS HERERY FU?QEER ORDERED tnat‘the Cormission retains
Jurisdiction or the issﬁe, oxcnange and/br sale or‘sﬁid éunulativ§
praferred, Said nrc*orence and said conmon shares o stock.

IT IS EEREBV 1?UR."'}S:-'JR ordered that this o:der is errect*ve
as of this date.

Dated at Los Angeles, Cal‘rornia thls Z:tn day*of m;rcn

Y
Cpeatin 5> Babeson_

<:42:;2 'EL;;>7ﬂu::bQ2>—\Jh——Jh\
_/ J,_ﬂ-/Q

1947.
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