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Decision No. 73563

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE _STATE oF CALIFORNIA

In the Matter of the Application
of SOUTHERN CALIFORNIA EDISON
COMPANY, a 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
fxcm the requirxements of the
competitive b;dda.ng rule
established in this Commission's
Decisions Nos. 38614 and 49941.

Application No. 49834
F:.led December 4 1967

Rollin E. Woodbury, BHarry W. Sturges, Jr., Robert J.°
Cahall and H. Robert Barnes, by Robert J. Cahall,
and O'Melveny & Myers, by James E. Cros_, .«.or
applicant;

Sidney J. Webb, for the Commission staff.

OCOPINION

Southern California Edison Company has filethhis‘
application for authority to issue, seli and delivcr,‘éwempt
from competitive bidding, not ctceedxng L,500,000 shares of 1tu-
common stock of the par value of $8-l/3 pex share.

Tollowing due notice, a publzc hcarmng in Eh;s mattcr
was hold before Examiner Donovan in San Prancis co, on Dccember 18,
1967, at which time the matter was taken.ugdér subm;ssxon. _The

Commission has received no protests in the proceeding.
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After payment and discharge of obligations-incuxred_fqr‘:

expenses incident to the igsuance and salO“bf\saiaTStodk.:appli-
cant will use the stock proceeds to xetire and dmschargc a portzon:
of its then outstanding promissory notes, drafts and/br bxllg of
exchange. The company ant;c;pate net constructzon expcndxtures
for 1968 and 1969 in excess of $641,000, OOO. Addlng $79 000 000
for said notes results in an amount of $720,00Q,OOQ.. The test;- ‘
mony shows that rouchly $475,000,000 of the‘laﬁtér QQu1afber1 o
provided freom new permanent financings and short-term obiigations,
and the dbalance from internal sources; - | _
Applicant's capitalization percéhtages aS'of Octcbcr'3i‘.
1967, and as adjusted to give effect to the proposed lssuance of
1,500,000 shares of comnon stock at an- assumcd pr;cc of $35 pcr

share, are set forth in the applxcatxon as follows.~t

‘October_3l, o ‘Pré
1967 Forna

Long-term debt | 55.1% . 53.7°/“
Preferred stock 8.7 _ T 8.5
Common stock equity . 36.2 . ' 37;8

Total | 100.0% 100.0%

The company deems it advxsable at the presont tlme ‘:'
to issue common stock rather than some other form of sccur;ty,:
because of its current necd for reducing thc debt aspect of
its capital structurc and the fact that 1t msaucd $554 000 000
aggregate par value of preferred stock a year ago. Appl;cant
has concluded that a commbn stock is sue of the smzc proposed
wotld serve the purpose of prefcrvzng a satLSLactory debt rat;o,
thus increasing to some extent its Llcxzbmlzty wlth respect to

subsequent security issues. -
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The record shows that an offering ‘Qf appiiéant ‘s pro-

posed issue of 1,5010,000 shares of common stock wqu-l‘cv?j_ produce |
less satisfactory results through compeﬁitivé biédi‘ng thah it
would through negotiation. The company’'s chief- I:Lnancn.al |
officer test:.fn.ed that negotxatn.on would insure’ sa.t:.f'factory
results by enabling the utility to achieve: (1) very- J.mportant
market preparation by the prospccﬁive undemr:.ters, (2) mm- |
puitsod flex:.b:.l:.ty in arranging the timing and pncn.ng of thc
issue: (2) sufficiont undexwriters to give the best pr:.ce at
a minimum risk with maximum local rcprescntata.on amonq the
underwriters: (4) as sat:usfactory money. costs as arc possxblo
under current market conditions; and (51)\‘ bettc:: ‘assurance_ ‘
that the issue will be sold withodt undue delay. |

The utility proposes to enter into. an agﬁ:ecment w:. th
2 group of undem:.tcrs reprcsented by The First Bcston o
Corporation and Dean Witter & c<>., which agreement w:.ll ;p:cova.de
for an underwriting compensat:.on of not exceed:.ng 4% of dhe
initial public offcr:.ng price to Dbe based upon reported pr:.ces
or quotations of applicant's outstandmg ccmmon stock on the
New York Stock Exchange immediately prior to detem:.nata.on.‘
Such initial public offering price will be no h:.gher than thc
reported last sale price (regular way) or ..he :r:cported 1ast
asked price, whichever is higher, plus an amount equal to the
New York Stock Exchange commission, and no lower‘ thar; 50; ‘cqn.-ts_
under either such J.?eported last séle price oxr the reported ) o

last »id price, whichever is lower.
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Thc initial public offerxng prxces were one—eaghth”o
oL a point lesg than the. reported closxng prlccs ior the two
most recent offerings of the company's common stock whlch
offerings occurred in 1962 and 1964. The next precedlnq
offering of such stock occurxed in 1959 with ;dentzcal closmng -

and initial public offering prices.

From a review of the appllcatmon, tes t;mony and

exhibits we f£ind that:

1. The proposed common stock 1ssuc is for pxoper
purposes. ‘

2. Applicant has need for funds from external

sources for the purposes set forth in the
application.

The sale of the proposed common stock at
competitive bidding should not be requlred.

The money, property or labor to be procured
or paid for by the issue of the ceommon stock

herein authorized is reasonably requized for
the purposes specified herein, which purposes

are not, in whole or in part, reasonably

chargeable to operxating expenses or to incone.

On the basis of the foregoing f;nd;ngs wc conclude
that the appllcatlon should be crantcd. In xssulngvou oracr :
herein, we place applicant and its sharcholders on notmcc thatf
we &0 not regard the number of shares outstandmng, the total -
par value of the shares nor the dxv;dends pald as mcasurmng |
the return applicant should be allowed to earn on mts 11vcstment
in plant, and ﬁhat the author;zat;on.hereznAgnven is not uO'bP

- construed as 2 finding of the value of appllcant‘s stock or ‘

propevtles nor as lndlcatzve of amounts to~be zncludcd in

Proceedings for the determination of just and reasonable~“

rates.
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IT Is ORDERI"D that: ’ 1 -

l. The ;ssue and sale by Southern,Callfornmauzdxson :
Company of not exceed;ng 1,500,000 shares of ;ts common stock |
are hereby cxempted from the Commission's competltlve blddxng.‘
rule set forth in Decision No. 38614, dated Januany 15, 1946,
as amended by Decision No. 49941, dated Apr;l 20, 1954, zn o
Case No. 476l. ' | o

2. Southern Calzfornxa Edison Company, on or after [
the effective date hereof and on or beforc June 30, 1968; mayyl
issue, sell and deliver not exceedmng 1, SOO 000 shares of 1ts
common stock of the par value of $8-l/3 pex sharo, and of the
aggregate par value of $12,500,000, at the lnltxal pdblxc
offering price, less an underwriting d:scount, to be determlned
as provided in an underwriting agreement in form substantxally
as filed in this proceeding. | .

3. Southern California Edison Company shall apply
the Proceeds from the sale of said common stock to the purposes

referred to in thc applmcat;on.‘

4. Within thzrty days after the zssue and sale of any"“

of the common stock herein authorized, Southern Callfornma -
Edison Ccmpany shall file with the cOmmszLOn three copxesaof _

its prospectus pertaining to said stock.
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S. Within three months after-such‘issue‘andasaleﬁﬁ -
Southern California Edison Company shall file with thé‘éoﬁmiésion :
2 statement, in lieu of a rxeport under General Order No. 24-5,
disclosing the purposes to which the stock proceeds were applzed

6. The effective-date of this ordex Shall be fmve
days after the date hereof.

Dated at Saa Fruooiseo

, Calzfornza,
this 2/ day of _ JANUARY et

@% e

~President

;,:,- A%M

oy commxSSﬁp exs{;!




