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| Decision No. . 67315

BEFORE 'THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SOUTHERN CALIFORNIA EDISON COMPANY,
3 corporation, for authority to
issue and sell not to exceed .
1,500,000 shares of .Common Stock of
the par value of $8-1/3 per share
and for, the exemption of such
proposed issue from the. o
requirements of the competitive
bidding rule established in this
Commission’'s Decisions Nos. 38614

Application No. 46926
Filed August 26, 1964
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Rollin E. Woodbury, Harry W. Sturges, Jr., Robert J.
Cahall, and Donald J. Carman, by Robert J. Cahall,
and O'Melveny & Myers, by Harry L. Dunn, for
applicant; and

Sidney J. Webb, for the Commission staff.

QEINLION

Southern California E&ison Company has filed this appli-
cation for authority to issuefahd”sell, exempt from competitive
bidding, 1,500,060 shares of its dommoh‘étock‘of‘thé par value
of $8-1/3 a shaxe. | o

A public hearing was held before Examiner Donovan in
San Francisco on September 10, 1954, at which time the matter
was taken’under‘subﬁission subject tb-:eceipt of a proposed form
of undefwriting agreement as a late‘filed’éxhibit,‘which now hﬁs
been‘réceiveé; The Commission has received no protestssin.thé "

proceeding.
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gggpoéecoflxssue

Applicant proposes, and seeks authorization, to use the

:ptocecds from‘the'iSSuance and sale of its shcres, after. paying
expenses incident to such Lssuance ané sale, (L) to retire and
discharge short~tern promzsgory notes issued, or to be issued,
wh;ch are expected to be approx;mately $26,000 000 by the time
the stock proceeds become avazlablc, and (2) to reimburse its
treasury for mcncys actually expenced from income or from othexr
moneys in its trea sury not securea by or obtained from the igsue

O£ securmtxea, for the~acqu151t;on of proyerty'and the construction,

com 1eﬁion, extension or improvement of Zacilities, exclusive of
P ‘ , P : _

maintenance of service and replacements.

Capital Expenditures

i

The evzdence shoW¢ that the company has had and Wlll
have need fox proceeds from the issue of its shoxt~term notcs and
for treasury funds to~mcet 1ts capital requirements. In exh:bxcs -
filed with the aoplxcatzon. the company reports ¢ash rcqulremencs
durzng 1964 and 1965 Lor capxtal aadxtmonq and Lox renayﬂent of :
certain notes and boncs as follows: |

$ 46,750,000
30,000,000

To repay notes
To repay bonés
ror gross additions -

$ 45,750,000

37,884,000 67,884,000

Production

Transmiscion
Dmstrmbutmon

Other -
Qverhead

Total

47,072,271
28,434,365
74,507,138
l 3‘; 4’80 ;'_7 95

7,000,000

60,923,358
42,503,240
80,122,128
12,397,954

7,000,000

108,001,629
70,937,505

154,629,266
25,872,749

$247,250,569

24058305680'

_ 14,000,000

5488, 081 249
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The company has met, or proposes to meet, its expencditures
with moneys obtained, or to be obtained, Zrom the following sources:
| 1954 1985 Total

Salvage $ 11,780,999 $ £,300,000 $ 20,080,994
Internal funds 106,526,809 108,171,520 214,698,329
Series R bonds 59,527,200 - ‘ 59,527,200
Price adjustments on e

purchases of electrical

equipment 6,415,565 359,160 5,774,726
Common stock 51,000,000 - 51,000,000
To be financed 12,000,000 124,000,000 135,000,000

Total | $247,250,569  $240,830,680 $488,081,249

Capital Strueture

At thzq time applxcant desires to issue common stock
rather than some other form of securmty, in order to take advantage
©of what appear to be cavorable market condztxons for. the sale of -
common  stock and at the same time, to merove its capital structure_
and to conserve lts borrow:nd capaczty. It reports its capital
ratios as ox‘June 30, 1954, and as adjusted to give effect to the
proPosca common_stock offering, the assumed complete cbnvefsibn of
its debentures, and the retirement of its First and Refun&ingﬂl
Mortgage Bonds, Ser;es of 3-1/4s, Due 1964, as kollows.'

June 30, 1964 Pro Forma

Long~term debt 55% 52%
Prefexrred stock 3 &
Common stock equity | 37 40 -

Total | . 200% - 100%
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Sale of Common Sha-es '

The company has not yet entered into a c¢ontract for the
sale of its common shares. Its plans call for such sale to_a
nationwice group of underwriters under arrangements.which'ﬁill be
similar to those it has-employed in earlier common stock negoti-
ations whereby the price agreed upon was based on the réported
pr;cea. or quotations, of the outstand;na common shares on the
New York Stock Exchange ;mmea;ately pr;or o thc Linal acreed
Setermination of‘the;price. The record in the present proceeding
shows that the range of negotiation, per share, will be between
a higﬁ of the last sale priée or the last asked price, whichevez
is highcr, rlus the New York Stoék’ExcHange commis*ibn, on the
one hand, and"a low o; 50 cents under tne las» sale price or
last bid price, whzchever is lower, on thc‘odher hand, less,

(¢33 course, the negocma ted underwritcer commzss;on which wzll

not exceed 3% of the initial public ofzer;ng‘prlce.

Competitive Bidding

In order to proceced with its plans to dispose of its

shares the company seelks exemption Zrom the Comuission's c¢om-

petitive bi&ding_rule. It asserts that under negotiated
arrangements ié‘is poSsible fox it to :elate the sale price

more closely to the market pr ce at the time the tramsa ction is
closed_tha# would be the case in competitive bidding‘where; once
the‘invitations'have been published and the'date set for opening’

the b;as. no flexibilit ty remains €o correlate the sale of the
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COmpe n.tn.ve Bidding (Con’ 'd )

uOCk with changes in market conditions. Onm this point it appears,
£xom the testimony, that in the last four negotiated sales by the
company its common shares.(sis par value for the first three and
$2-1/3 par value for the fourth) were priced at or about “he
sevalling markee prices, as ;ndaca ted in the lellowang tabulatxon.
' Inztaal‘. ‘Stock -

‘ ol;erang Exchange
Date of Offerang : Prlce o Price

Marcn 1, 1954, ' s 40-1/?'l. $;40J N
Septerber 11, 1956 : 4&-1/2',: 48~7/¢
January = 19, 1959 ' - 60 S 50 .
Januvary 22,'1962 | a | 29-3/8 29-3/4

In support of Lus -equest for exemption from competitzve
bidding, appllcant ,ubmatteo, as eXhlbl-u, tabulations showing all
common °tock offerings in excess of $20,000,000 by electric utili#
ties since 1956 under bBoth negotiated and compceatave bzadang
arrangements. These tabulations show that for zssue, oL $30,000;000'
or more there were three sales under negotiated arrangements and
five under competitive »idding; that the welghtcd average under-
writers' eommissions were 2.34% of the initial public oz;erlng.
p:ice-in the three negotiated sales and 2;41% in the five com-
petitive bidding sales. The tabulations show tha%, in general,
there was a better reception of the‘offering'by the'pdblie‘in‘the ‘
negotiated sales. It is to‘beinoted that from a dollar standpoznt
aoollcan“'s proposed lananczng is the second largest oZ ¢hose l

aurang the period covered by the exhxbxee.
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Competitive Bidding (Cont'd.)

| Appliéantfs financial officer testilied that the compaﬁy
was interested1not only in the most favorable price for its'sha:es
but also in a satisfactory distribution and that‘Ehese objectives
can best be attained by a negotiated sale. This utility in the
past has come béfore the Commission for‘authorization to issue And
sell common shares by negotiated a?rangcments-énd by compeﬁiti#e
biddiné. The witness reported_that in the company's 1953‘com-;
petitivé bidding issue léss #han ten percent oI the shares were.
assigned o California underwriting f£irms but in the 1962
negotiated offering almdst'ha;f of the issue was sold in
Califbrnia, and he stated that the cempany will attempt to have
about the same percent of the present offéring assigned tb
Califo:nia unaerwriﬁers. The witness asserted that it is
desirable to have as many California underwriters as possible

in order to stimulate local ownership(in.thé‘company,

rindings ané Conclusions

From a review of the record deveioped-in this proceeding,

it ié clear th;t-applicant wiil have need for additional‘fun&é to
liquidatefits short-texrm bhorrowings, §0‘impr9ve its capital
structure and to reimburse its treasury. In view of applicanﬁ's
past success in dispésing of its common shares at satisfactory
priées;‘we see no reasoﬁ why it should not be authori@gd{to:pro-
ceed at this time under similar arrangements. Undex é;rket con~
ditions presently prevailing, especially in view‘of thevsize\oﬁ
the proposed oifering, it is quite likely that a,bettet price
would.be'obtained-in 2 negotiated sale than under.compeﬁitivé"

o |
bidding. '
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Findings and Conclusions (Cont'd.)

The Commission has considered this matter and finds
that: (1) the proposed stock issue is for proper purposes:
(2) applicant's plan of selling the proposed issue of common
stock through a negotiated underwriting rather than by competitive'
bidding will not be adverse to the public interest: (3) the noney,
property or laboxr to be procured or paid for by the issue of the
stock herein authorized‘is reasonably required for the purposes
specified‘here;nr and (4) such Purposes are not, in whole or in

paxt, reasonably chargeable toﬂoperating expenses or to income. -

On the basis of the foregoing findings‘we_conclude that
the application should be granted. In issuing our order herein,
we place-applicant and its shareholders on notice that we do not
regard the number of shares outstand:ng, the total par value of
the shares nor the dividends paid as measur;ng the return applz-
cant should be allowed to earn on its znveqtment in plant and
that the authormzatxon herein given is not to. be construed as a
finding of value of applicant’® s stock or properties nor as
1ndzcat1vc of amounts to be 1ncluded in proceedlngs for the

dctermanatzon of just and reasonable rates.

IT IS ORDERED that:

- 1. The issue and sale by Southern California Edison
Company of not to exceed 1,500,000 shares of its common utOCk is

exempted £rom the provisions of thc Commasszon S competitive
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bidding rule ae set forth in Decision No. 38614, dated January 15,

1946, as amended by Decision No. 49941, dated April 20, 1954.

2. Southern California Edison Company, on or after the
effective date hereof and on or before December 3L, 1964, may
issue, sell and deliver not to exceed 1,560,000 shares of its
$8~1/3 par value common stock at a price not less thAn that to

be determined in the manner hereinabove set forth..

3. Southern Calzfornza deson Cempany shall use the
proceeds from the sale of sald shaxes, after payment of oblzgatzons
incurred for expenses lnczdent to their issue and sale, to retmre
and discharge promissory notes and to reimburse its treasury for
moneys actually expended from income orxr from moneys not secured
by, or obtained from, the issue of securltles, for the purpose of

acauxr;ng propertzes ox constructing, completmng, extendzng and |

;mprovxng 1ts fac;lltzes.

4. Within nznety days after the issue and sale of the
1,50¢C, 000 shares of common -stock, Southern California Edzson
Company, in lieuw of a report, or reports, under General Order
Nb. 24-B, shall file with the Commission three copies of its
prospectus’ and a report showing the expenses incurred 1nc1dent

t0~the 1ssue and sale of such shareu.
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S. The effective date of this order shall be five days

after‘ the date hereof.

Dated at

Los Anmeles s California, this

307  day of

. SEPTEMBER , 1964.

Zy e

D bt rs

- Preé.:.dent

vw",,

%// Lyt é( o .g,w@

COmissi.oners

Coxmni 1onor Everott C. MeKoago, 'boing
necossarily abseat, Aid not participato
in tho d:s...po.ait:!.on or thi., procooding




