A.48793 MC,

Decision No.

71425 | | gg -&E-:: :

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA

In the Matter of the Application
of SOUTHERN CALYFORNIA EDISON
COMPANY, a corporation, for an
order exempting from the .
competitive bidding rule in
Decision No. 38614 as amended by
Decision No., 49941, the proposed
issuance and sale of a new series
of Cumulative Preferxred Stock.

Application No. 48793
Filed September 16, 1966

Rollin E. Woodbury, Harry W. Sturges, Jr., and Robert
J. Cahall, by Robert J. Cahall, and O‘Melveny & Myex:s,
by James E, Cross, for applicant;

Sidney J. ¥Webb, for the c:omm.ss:.on staff.

225&52&

Southexrn California Edison Cmpany has filed th:.s
appl:.cat:.on for an orxdexr of the camn.ssa.on exemptmg from :
competitive bidding the proposed issue and sale of not tor
exceed 2,800,000 shares of a new series of its Cumulative !
Preferred Stock of the aggregate par value of $70,000,000.

After due notice, a public heanng in this matter
was held before Examiner Donovan in San Franéisco.' on .
September 29, 1966, at which ta.me the matter was takem.
under submission. The COmmn.saa.on has rece-.:.ved no protests

in the proceeding.
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The company estimates that it will expend in excess

of $577,000,000 for comstruction duxring the years 196Gand
1967, of which amount approsimately $335,000,000 would be
derived from permanent £inancing with the balance frém
internal sources. Deducting the- $155,006, 000 a'gjgrega.te'
principal amount of bonds already sold ‘dur:i.ng 1966, leaves
approximately $180,000,000 which applicant coutemplatee |
obta:.m.ng prior to December 31, 1967, through three new
security issues including the preferred stock presently-
under considexation. The uta.J.:.ty's capztal ratios a.s of
August 31, 1966, and as adjusted to give ef.fect to $50,000,000-
aggregate par value of the proposed :.ssue of preferred stock
and to the ent::.re $70.000,000, are summar:.zed £xom Exh:.ba.t
No. 2 filed in this proceed:.ng as follows

‘ Pro Forma A
$50,000,000 $70,000,000[;‘
Issue = Ieeue REY

Long~term debt . E | 54.5% . 54-0%
Preferred stock . : 9.0 ‘9.9
Common stock equity | 36.5 | 36. 36.1

Total " 100, % 100?,%' B _' 200,0%"

In. view of the ex:.st:.ng debt ratio. a.nd the d:x.lutn.ng
effects of additional common stock, the record shows that a
preferred stock offering would be the preper ferm of secu.rxty
issue wnder prevailiné' conditione; Mereover, the testimony
shows that preferred stock :.ssues are entx.tled to the :x.nccme
tax benefit of an 85}6 d:.v:.dend received cred:.t wh;eh can
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make them attract:.ve to :.nsta.tx;t:.onal investors. At"this'
t:.me, howevez, appl:.cant is not seek:.ng authora.ty to issue ‘
and sell its shares. TFollowing the granting of the requested
exenption froam the canpetitive‘bidding fu.'!‘.e, tho company o
intends to enter into negotiations for the saleﬂ"of the
preferred stock and at a later date to filo' an appﬁ:opn’.ate -
application seeking authority to issue and sell such stock
Appl:.cant's financial v:xce-pres:.dent eocpressec‘!
doubts that the company would receive even one b:.d‘ ig the
proposed preferred stock issue wexe to be offered at ccm-'
pet:.t:.ve bidding. He cited the recent sale through compet:.t:.ve,
b:.dd:.ng of the company's Series U bonds as an :.llustration of
dn.ff:.cultn.es be:.ng experienced by unde::wn.ters under cu::rent
market conditions. Said witness indicated that the ‘ex:.sung‘
market requires very careful preparation if dividend ana
spread are to be held to a minimum and that such preparata.on
is possible only through negot:.ata.on. Also, he expressed
| the opinion that in order t.o maxket successfully the proposed
issue of preferxred stock, it would be necessazy to havo a
large enough gxoup of underwm.ters ava:.lable to reach nea.rly
every potential preferred stock :.nvestor in tho country, |
which would be impos sﬂol‘,e under competﬁ.tivo biading.'- Moreover,
the testimony shows that, as a means of aﬁ&acﬁng funds which
may not be available immediately, the company ant:.c:.pa.tes |
employ:.ng de.cerred del:.very contractsg, wh:.ch :.t could not
do under canpet:.t:.ve b:.dd:.ng.




A.48793 M’

From a review of the application, testimony end
exhibits we find that the sale of the pﬁ:ox;osed issue of
pr:efe:.;red stock should not be required to be ai: cdnp'etitive
biading. On the basis of this find:mg we conclude that f.'he
application should be granted.

SRDER

IT IS ORDERED that the issue and sale by Southern
California Edison Company of not to exceed 2,800‘ OO'O' shares : :
of the new series of Cumulative Preferred Stock rea:erred to
in this proceedmg are bexeby exempted from the comn:.ss::.on s
campet:.tive bidding rule set forth in Dee:.s:.on No. 38614,
dated January 15, 1946, as amended by Dec::.s::.on No. 49941,
dated April 20, 1954, in Case No. 476l.

The effect:.ve date of th:.s order shall be f:.ve days |
after the date hereof. o | |

ated at ____San Frapciseq ' ’ Califoi-ziia, |
day of  OCTOBER |

s /7%/474/
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