
A. 332~O 1-001 e . 

BEFORE THE PUBLIC UTILITIES COVMISSION OF THE STATE OF CPLIFORNIA 

In the Natter of the Application of 
SOVTRE~~ CALIFORNIA EDISON COMPANY~ 
a corporation~ for ~ order exempting 
from the competitive bidding rule in 
Decision No. 38614 the proposed 
1s$uanee and sale or 800,000 shares 
of Common Stock. 
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Application 
No. 33200 

Bruce RenWick and Rollin E. Woodbury, by Bruce Benwick, 
and 0 tMel \~cny & Myers, by W:i..lliam 1::.. Martin" for 
o.ppli can t. 

QPINIQN 

In this application Southern Ca.lifornia Edison Cornp8ny re-

quC'sts the Commission to enter an order exempting from competitive 

bid.ding <3. proposed issue and sale of 800,000 shares of CO:nl.1'l1on stocl~" 

of the aggregate par value of $20,000,000. At this time, applicant 

does not seck an order a1lthorizing the issue .md sale of said Sh;lTCS 

of stock, but re~orts that if it is allowed to enter into a negotiated 

underwri ting it will fil'~ an appropriate application at a. later date, 

setting forth det~ils in connection with the issue. 

Applicant proposes to use the proceeds from the sale of 

said shares of stock~ if authorized to issue them, to retire prom-

issory notes which may be outst~~ding~ 0stim~ted in the amount of 

$S,COO,ooo, to reimburse itself for moneys expended from income or 
, 

other moneys in its treasury for construction purposes, and to fin~nce 

its construction program. The record shows that during the six years 

follovlng the close of the w~r, applicant had construction expendi­

~r~s amounting to approximately $344,160,000 and th~t it is f~ced 
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'Wi th the con tinuing nec(~ssi ty of providing for co-pi tal :lddi t10ns in 

:::ubst~"'ltic.1 omou-'l'J.ts in "the future. It estimc.tes th~t during 1952 it 

Will b0 called upon to expend for pl~t approxim~t0ly ~82.,012.,722., ~s 

follows: 

New C~nstruction 
Stc;a~ production 
Hydrt.u.lic productic1n 
Tr~n~~ssion lines 
Tr~~sroission substctions 
Distribution lines 
Distribution substations 
Other new construction 
Engineering., administrction, ~d interest 

during construction 
Tot~l New Construction 

Replacer:tent:?. 
Ste~ production 
Hydrc.ulic production 
Tr~~smission lines 
Tr~"'lST~Ssion substations 
Distri bU.tion lines 
Distribution substations 
Other replacements 
Enginecri:ng, :ldministr~tion, ond interest 

during construction 
Total Repl~ccmcnts 

Total 

$33,373,895 
1,782,,159 
4.,4.35.,657 
5,,964,,170 

13.,$10,837 
),170,22S 

848.,342 

s.l57,72~ 
65,543,07 

354,,924 
65,34$ 

1,108,,625 
1,294,017 
8,,72;,,84l 
3,344,,983 
1,033,,696 

~~2,210 
16,4 9,644 

£82.,012,722 

The cstim~ted expenditure::: for ste~ production include 

those for the new Etiwanda gcncr~tins plunt in S~ Bcrnc.rdino, a 

first ~"'lit of which, hc.ving an opcr~ting capacity of 125,000 kilowatts, 

will be placed in operation in the latter p art of the year, ~d 11 

second unit, of like capacity., in the early part of 1953. Testimony 

given ot the hcc.ring on this proceeding shows that c portion of the 

total estimated expenditures will be provided from internal sources" 

but that & greater portion must be obtained from the issue of stock 

~d bonds. It appe~rs thc.t plans now under consideration provide for 

Qddi tional finoncing through the mcdil;lll of bonds in the runount of . 

. :~25,000,OOO later in the year. 

It has been c.pplicon t t S pro.cticc in meeting its c.api tal 

requirements to issue bonds ond sh~res of preferred ~d common stock. 
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Its c~pitc.1 structure as of the close of 1951 consisted of the 

following: 

Fi;st CDd Refunding Mortgnge Bonds -
Series of 3s, Due 1965 
Series of 3-1/4s, Due 1964 
Series A, Due 1973 13-1/8%) 
Series B, Due 1973 3%) 
Series C, Due 1976 2-7/8%) 
Series D, Due 1976 3-1/8%) 

Total 
Pr9(erred Stock -

Original Preferred, 5%~ prior, cumulutive~ 
p~rticipating--authorized 160,000 shares 
Cumul~tive Preforred--~uthorized 6,000,000 
shares -

4.08% Series 
4.32% Series 
4.88% Series 

Preferencc--iluthorized 3,000,000 shares -
4.48% Convertible Series ' 
4.56% Convertible Series 

Tota.l 
EcUity Capit~l -

Common Stock 
Premium on Stock 
Surplus 

Total 

Tot:.l 

$108,000,000 
30,000,000 
40,000,000 
25,000,000 
35,000,000 
~o,ooo.ooo 
28.000~OOO 

4,000,000 

25,000,000 
41,335,725 
19,962,300 

36,938,675 
~,62Q,675 

13.857,375 

105,520,072 
6,535,968 

22,l39,734 
141,195.774 

$546,053,142 

At present, the bond component of applic~tJs capital 

structure .:1mounts to 49.6% of the total. With the issue of the 

shares of stock, as here proposed, this will be reduced to 47.3%. 

It clearly ilppears that applic:::nt will have need for 

~dditional funds from external sources to en~b1e it to proceed with 

its 1952 construction progr~ and that the issue of shares of common 

stock at this time is desirable in th~t it will improvQ ~pplicant!s 

c2.pitnl structure and pl~ce it in 0. position which should permit 

~ebt financing more readily at a l~ter d~te. There remains for con­

sideration, however, applicant's req,uest thc.t the proposed issue of 

shnres of common stock be exempted from competitive bidding. 

In contlGction with the request for exemption,. :.pplic.m t! s 

officers take the position th~t the stock c,m be disposed of through 
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negotiation at more fa-vorable terms tha."'l. could' be obtained if it 

engaged in competitive bidding. Its vice-president testified that 

it is po~si ble under negotiation to gear the sa.le pri'ce more nearly 

to market prices at ~'C time the transaction is closed, than would 

be the case ±f competitive bidding were to be employed.. !he 

vlt1csS presented exhibits showing the experience of O~ler large 

utilities in stock offerings of more,th.ml $2,000,000 under negotiated 

nnd. competitive arral'lgcmcnts" and pointed out that the size of the 

proposed offering probably would preclude the for.mation' of more thro1 

one bidding group, should resort be made to competitive bidding. Be 

urged further that it is advantageous to distribute the additional 

shares of stock principally in California and that such a distribu­

tion, in his opinion, CM be achieved 'V.'i th gre~ter certa.inty under 

a negotiated sale. In the latest co~non stock offering in 1949, 

~ccording to the witness, most of ~~e Celifor.ni~ underwriting firms, 

under a negotiated arrangement, were members of the selling group 

a.."1d more than half of the shares were sold in this st~te. 

The exhibits filed in applicant l s behalf shOT'" that since 

April, 1949, there have been 13 common stock offerings at corepeti­

tive bidding by utilities in the United St~tes end 18 under 

negoti.? ted under...rri tings, exclusive of offerings to sharElholders on 

a subscription basiS. The exhibits indicate tho.t 5 of tr.;e 13 

con:petitive sales and 6 of the 18 negotiated sales were made at a 

cost to ":he issuing company of less than 6'.5%. The remaining issues 

in I~ach class of tronsaction reflected ra.."'l.ges from 6.5% to approxi­

:no.tl~ly 8%, with one exception. In both types of sales" whether 

competitive or negotiated" the underwritersT compensation r~ged 

from approximately 2.5% to ~pproximately 6%. 
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It do~s not nppe~r that upplic~t's propos~l to sell its 

shares of stock under il ncgoti~tcd underwriting will bE~ adverse to 

the public interest and, under the showing made in this proceeding, 

the Commission is w~rr~tcd in grcnting ~pplicantts request. 

A public hc~ring ho.ving been held in the ~bove entitled 

m~tter, ~d the COmmission having considered the evidence .. submi tted 

~d being or the opinion that t.pplic~tt s request should b.o, gronted, 

·E'\.S he:reL."'J. provided; therefore, 

IT IS HEREBY ORDERED that the issue m'ld sale of 800,000 

zharcs of co~~on stock by Souther.n C~lifor.nia Edison Comp~y i~ 

exempted from the provisions of the order in Decision No . .38614, 

d~tcd J~uary 15, 1946, provided applicant obtain for said sh~rcs a 

price satisfactory to the Co~ssion. 

IT IS HEREBY FURTHER ORDERED that the COIllmission retc.in 

jurisdiction over the issue ruld sale of said 800,000 shz.res of" 

common stock. 

IT IS HEREBY FURTHER ORDERED that this orde)~ is effecti vc 

e.s of this date. 

Dated· ':.t San Franci sco., California, this 17t'4 duy of 

Mo.rch, 1952. 

COl'llr.l.i'S sioncrs 


