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76189 Decision No. ________________ _ 

BEFORE THE PUBLIC UTILITIES CONl~SSION OF THE STATE OF CALIFORNIA 

In the Itlattcr of 'the Application of ) 
SOUTHERN CALIFOR.~ EDISON COMPANY, ) 
a corporation: for au~ority to ) 
issue ana sell not to exceed ) 
$100,000,000 aggregate prineipa1 ) 
amount of its First and Refunding ) 
Mortgage Bonds, Series Y, Due lSS4, ) 
to exceu'tc ana deliver a Thir'ty- ) 
First Supplemental Indenture and ) 
,to execute and de1i"ler an Instrumen't ) 
of Fur'Char Azsurance~ for the ex- ) 
emption of such proposed issue of ) 
Bonds from the requirements of the ) 
compcti'cive 'biadinq n'tle estaJ:)lishcd ) 
in 'the Commission's. DeciSions ) 
Nos. 386l4, 49941 and 75556: and ) 
for consent to issue, renew or ) 
refund,. under eer"tain circtollStanccs, ) 
eertain short-term notes. ) 

) 

Application No. 51336 
Filed August 25, lS6S 

Robert J.. Cahall and H.. Robert Barnes and 
O'MClveny & Myers, by Edward J. McAniff, 
for applicant. 
Sidney J .. Webb, for 'the Commission s'taff. 

OPINION ... -._- .... _-
. , 

Sou'thern California Eclison Company seeks an order of the 

Commission au~orizin9' it to execute and deliver a Thirty-First 

Supplemen'l:al Inacnture and an Ins"l:rument of Further Assurance, and 

to issue, sell and deliver, preferably exempt from competitive 

J:>ic1din~, no'l: exceeding $100,000,000 aggregate principal amount of 

its Firs'!; and Refunding Mor't:g'aqc Bonds, Series Y, Due lSS4.. In 
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addition, the company asks the Commission, in the even'l: of .an 

unantieipa'l:ed delay in issuinq the bonds, to consen'c to the 

issuance of refunding n~l:es in an aggregate principal amount of 

no't exce~ing $26, 500,000, and to 'the issuance, renewal and re

funding of n~ notes in an agsregate principal amount of not 

exceeding $189,000,000. 

FollowinS due notice, including special notification to 

all leaders of bidding groups for recent offerings of the comp~ny·z 

securities, a pUblic hearing in the above-entitled matter was held 

before Examiner Donovan in San Francisco on September 5, lS6S, at 

'the conclusion of which 'the ma:t:·ter was 'taken unc1er submission_ 

The application wa~ amended at the hearing so' as to increase the 

consent requ.es't pertaining to new no·tos from $136,000,000 to 

$lSS,OOO,OOO. The Commission has received no protests in the 

proceeding. 

After payment and discharge of obligations incurred for 

expenscc incidcn't to 'the issuance and sale of said bonds, applicant 

proposes to usc tl'lC bond proceeas, other 'chan accrued interest, 

(a) to rc'l:ire and discharge short-term promissory no't:cs, and 

Ob) to reimburse itself for moneys actu~lly expended by it from 

income or other moneys in its treasury nO'1: secured by or obtained 

from the issuanee of sceuriticc, for 'the aequisi'l:ion of property, 

or for the construction, eompletion, extension or improvement of 

its facili'cies, exclusive of mainten~nce of service and replacements. 
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The accrued interes't will be used for said purposes or for general 

corpor~tc purposes. 

The utility reports uncapitalized expenditures of 

$475,420,366 a~ of July 31, lS6S, and estimated gross ~~nditurcs 

in excess of $658,000,000 for its construction program during ~e 

years 1969 and 1970. 

Applica:n,t's capital ra'tios as of July 31, lS6$, ~d as 

adjuz'ted to give cffec't to the proposed bond issue, are s~rizcd 

from the application, as follows: 

July 31, 1~6~ 

Long-term dep't 
Preferred and preference 

stoc~~ 

Common stock equity 
10.2 
36.S 

100.00" 

Pro Forma 

54 .. 7"10 

s.s 
3S • .e 

The company contemplates selling 'the nC'W' bonds to a 

nationwide group of investment baruting' firms.. On October 20, 1969, 

applicant, through its Board of Directors, intends to determine 

'the price ~d interest ra'te Zl:t which it will sell 'the bonds.. The 

record shows tha't said date will be shortly prior to the time of 

the proposed pUblic offering, and tha't the price and interes't:. rate 

will reflect market conditions provailing ~t tha'l: time. The bond:: 

will be suojcc't to a five-year res'l:ricted redemption provision 

similar to that frequently employed in bo~d offerings at the 

pres en'!: time. 
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The utili'ty' s chi<;of financial officer expressed the 

opinion 'th~t 'the coupon ra,'te for the bonds will not exceed S-l/~", 

'the price -to the company will no'c be le:;s than sao" of par nor more 

'than l02%~ and the underwriting spread will not exceed l-l/~" of 

par ... Such officer testified tha-t the coupon ra'ce ::;hould be closer 

to S% on the basis of market tronas at the time of the hearing, 

and the undcI"(.Itriting spreOld :::bould be in the neit;hborhood of .875% 

on '~e b~sis of preliminary disc~ssions with The First Boston 

Corporation. 

The witnesz expreszed -~e further opinion ~t nogotia-

'cion proviaes applican-c with greater opporcuni ty -than compcti ti ve 

bidding for obtaining a lower cos'c of money under current market 

a.. Very importQnt market prcpara-tion by the 
prospective underwriters. 

b. Maximum fle~~ility in arranging the timing 
of the issue. 

c. A signifiean:tly larger nt'Z1Tlbcr'"of underwri'ter::;. 

In relating curren-cly high in't:erest rates to the rec;uest 

for an exemp'cion from competi ti va bidding, applicant· s chief 

fin~cial officer testified as follows: 
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"They lea.d us 'to believe tha'c, in order to provide 
reasonable assurance of a succes:ful offering, a 
~reat deal of marlcc,t preparation effort ·N'ill havo 
'co be made by the un<!lerwri'cers, a process which 
simply is not available under a compe'ti'r:ively bid 
offering. Throu9h 'the pre-offering- roarke'tins 
pr,ocess, underwriters can de'termine in advance of 
'the ncgo'tiation da.,te both the dC9'rec of investor 
intcrcs't:, <Uld 'the probable risl~ ,that must be assumed 
in underwriting our issue. This a~vance information 
minimizes the need for ,the underwri,ters to add to 
'their spread an amount for an unknown risk fac'tor, 
as '~ey would need to do if they had no advance 
knowledge of the demand for our issue. This prL~iple 
seems 'to have been given increased recognition in 
recent years, during which 'time a significant trend 
'toward negotiated debt issues by ut.ilities is 
developing." 

Sueh officer emphasized the company's poli~ of generally 

relying on competitive bidding for its bond issues, as follows: 

"On this subje:c,t, let me make it aJ:>un&n·tly cle~r, 
however, tha't the reasons I have rceit~ for favoring
a ne90't:iated bond issue have their most compelling 
urgency only in the conteX't of a. money market such 
as exists today_In seel~in9 tbis exemptioI:. from 
competitive bidding, we are aslcing- this Commission 
'to tal~e an unproccden'ted ac'tion, but in doing so, 
we are directing it: atten'tion -to what is, a£'t:er all, 
an unprecedented markC't. We are not as!cing it to 
establish policy. When 'the bond marl~c-t improves, and 
in 'the ~sence of other conditions we do not now fore
see which may be peculiar to a point in time, we would 
expee't and hope 'to return 'to r~liance upon .competitive 
biddin9' for the pricing of Ow:' bond issues. II 
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In 'the evcrl't applic~,t doe:: no't iz:;ue the proposed bonds 

by '!:he early p;;l.r'c of next November, the company anticipate:: '!:hat 

i't: will need to issue rcn~.,al or refunding :;horc-tcrm promiz::ory 

no'tes, the 'term. or 'terms of which, when combined with the. terms 

of '~e respcctive oriqinal and previously issued notes rcn~~ng 

or refunding the same, will exceed a to'cal of 12 mon't:.hs.. Aostmling 

th<:l:c ac:1verse conditions caUSe a delay un,til .March 15, lS70, for 

the permanent financing, applic~t es'timates 't:1'l,a:c by such da'l:e 

i'l:. will have issued an aggrC9'a'te principal ~tm't: of 'UP to 

$26,500,000 of such notes requiring commission authorization.. The 

record sho'll1s 'chat tl'le no'ces will ma'ture no later than March 15, 

1970, and will bear interes'c rates not exceeding 1/2 of 1% over 

the commercial bank prime rate in effcc,t at 'the time of issuance. 

Moreover, 'the record shows that a delay until I-larch l5, 

lS70 for the permanent financing would require applicant to borrow 

additional moneys in connection with its continuing construction 

program.. For such purpose and 'to renew or refund short-term 

no'ces previously issued, the company ~,t:icipa:l:es that it ""ould 

need to issue aClditional promissory notes paywle a't: periods of 

no'c :nore than 12 mon'!:hs after their respective dates of issuance. 

As ~ende~ by Chapter 700 of the California Statutec of 

1969, Section e23 of ~le PUblic Utilities Code prohibits applicant, 

wi'l:hout our consent, from issuing .. no't;es payable at periods of 

no'l: more than 12 months af·t;er the date of issu<lnce of the notes 
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if :::uch no'cos and all other no'l::~cs payable o::.t periods of nO'1: more 

'chan 12 months af'tcr the date of is::::uance of such no'co!; on \,lhich 

such public utility is primarily or soconaarily liable would exceeG 

in a9'sreg~:ce amoun't, 5 percen'i:. of 't:hc par v~l\le of the o't:her scc:uri

'cic::: then oU'l:s~ndin9'. /I 

Witbout the ,an'l:icipa'/:cd pc~ncnt financing the company's 

ou'c::tanding :::ccuri'cies on March 15, lS70 \I,ill ag~rcqatc roughly 

$2,000,000,000 par value, of which 5% is $100,000,000. Accordin~ 

'to 'the ~pplica:t:ion, the cs't:imated outstanding shor/:-:-term note::; on 

or aboU't: l'l'ovembcr 1 ... lS6S \I,ill a9'9'rcga'l:e approxima:tely $$2 ... 000,000. 

Exhibit No .. 13, fileCl in this proceeding, sho~,s 'chat Zlpplican'/: 

in'cend::: 'to issue $15,000,000 of :::l"lort-term no-tes on November 3 ... 

1~6~, resulting in an out:::tandin~ balance until November 15, l~GS ... 

of $S7,000,000, 'to,hiclt is below tl"le 5% limita't:ion.. By Decision 

No. 76106, <:la'ted P .. ug'US't 25, lS6S, in JI.pplie~ .. tion No. 50363 ... the 

commis::ion authorized Southern California Edison Company to 

increase r":tcs, one finding being to the effcc't: that the utility 

i:: enti'tled 'to incre<:l.sed gros::: intras'l:a'/:c revenues in the amount of 

$46,G6S,OOO based upon a lSGS 'test year. 'l'hercfore, applicZUl'c 

has available sources of fund::: for carrying- on i'ts construction 

program wi'chout obtaining additional short-'t:e-rm note authorization 

,,:1: ,this time pursuant to said C1'l.aptcr 700. 
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Af'ter consideration of 't:.hc application, testimony ano 

c:,.hibits, and no,ting ,the absence of any opposition, we find tha:l:: 

1. The proposed bond and note issues are for 
proper purposes. 

2 _ Appliean'l: has need for funds from CX'tern".?l 
sources for the purposes se-I: forth in this 
procecdin9_ 

3. Applica.~t will be rcczuircd '1:0 pay intercs'l: 
at a lower effective rZl:l:c tho.::. it would in 
ti~c absence of the proposed restricted 
redemp'l:ion provision. 

4. The proposed Thirty-First Supplcmen'~l 
Indenture ~n~ Instrument of F~lcr Assurance 
'\'rill not 'be adverse '1:0 the pw:>lie in'terest_. 

s. T"ae money, property or labor to be procured 
or paid for by the issue of 'the bonds and 
no'l:es herein authorized is rcason~ly required 
for the purposes specified herein, which pur
poses, excep'l: as otherwise authorized for 
accrued interes'l:, are no'l:, in whole or in part, 
reasonably chargeable to opcra'l:ing expenses or 
to income. 

6. The issue and sale of 'l:l1e proposedbondz sl'lould 
no'/: be required to be at competitive ~iddin9'_ 

7 _ The Itk"'lXimumpermissib1e in'terest ra'ce for 
applican·t t s no'tes sl'loulc! ~e 1/2 of 1%, ins'tead 
of ~he requeS'l:ed 1%, over the commercial bank 
prime rate. 

s. In 'the even'l: applicant does not sell t1~e proposed 
DOnaS prior to Nevcmbcr 15, l~GS, ncvcr~cless, 
it \,lill have available sources of f'Wlds· for 
carrying on its construction progr~ at least 
un'til such date without exceeding the 5% limit<l
tion set fort:.h in ~ce'/:ion C23 (c) 0:;; the Public 
Utili,ties Code. 
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On the basis of tho foregoing findings .... "c conclude 

that.: (1) insofar as consen'cing to the issuance, renewal and 

refunding of short-term notes under Sec'cion 823 (c) of the l?Ul:>lic 

U'cili'!:ies Code is concerncQ, the applieation should be dismissed. 

effcc'cive November 15, lS6S; (2) applieant :::hould be authorized 

'co issue notes under Section 823 (0) of said code with maxim1.ml 

interest rates of 1/2 of 1%, instead of '~e requested 1%, over 

prime; and (3) in all other respects the application sbould be 

granted inc1udin~ 'che request for exemption from the competitive 

bidding rule .. · 

'I'he ac·t:ion ta!~en herein is for the p~pose of this 

proceeding only and is no'!: to be eonstrued as a precedent for 

exempting lar~e debt issues from eompeti·tivc biddins-, nor as 

indicative of amounts to be included in proceedings for ·the 

d~cermination of just and reasonable rates. 

Applicant is hereby placed on notice that, if the 

Commission believes that 'che n~o'l:iated price or interes'c rate 

pertaining 'co the proposed bond issue will result in an excessive 

effective in'cerest cos·t, it will talce into consideration only 

'cha'!: which it deoms reasonable in fucure rate preeeedings. 
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O~DER .... --..- .... -

IT IS ORD:zRZlj that: 

1. The issue (lnd sale by Sou'chern California Edison 

comp~y of not exceeding $100,000,000 ac;rgregate principal amount 

of its Firs'l: \l.nd ~cfundin9 r.zortgagc Bonds, Serio!: Y, Due 1~9-1 

are hereby ~cmp'l:ed from the Commiosion r:;. compe-titive bidding 

rulc sc't:, foX"l:1~ in Decision No. 38614, dated Januaxy lS, lSf!.G, as 

amendee, in c~~c No. ~76l. 

2'.. Southern C~lifornia Edi::.on Company may execute and 

deliver Zl. 'I'hirty-Fir~;'1: Supplemental Indenture and an Instrtmlen'l; 

of Fur'l:hcr AS$ur~ncc in the S:lmC form, or in subs'tant,ially the 

C~~C for.m, Zl.S '~oce filed in this proceeding as Exhibits Nos.. 3 

and 4, respectively. 

3. Sou-thorn California ~i$on Company may is:;.ue, sell 

and deliver no'l; exceeding $100,000,000 aggregate princi~l amount 

of i'l:c First and Refunding Mor'tc;rage Bon~, Series Y, Due lS$)4, .):1: 

Zl. price no'l; leo$ 'Chan SS% of the principo.l amount 'thereof, plu::; 

accrued intcres'c from OC'coDcr lS, 1969, to tl'lc Gate of isouc and 

delivery thereof, bearing in'teres'l: ~;c a rate of not exceeding 

a-l/Z>~ per annum, wi'th redcmp'tion prices determined in the manner 

set forth in ·~isproceedin~ .. 

~. Southern California Edison compZl.nY ch~ll apply the 

prOCCQas from 'Chc sal~ of said bonds to the purposcc referred to 

in the application. 
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s. Southern California Edison Company, for the purpose 

sc·t: forth in 't:he application, may issue rcnewal or refunding 

promissory no·tes in an aggregate principal amoun'c not exceeding 

$26,500,000, with terms not extending beyond March 15, 1970, and 

'bearing interest rates not in excess of 1/2 of 1% per CUUltml over 

thc commercial 'bank prime rate in effect at the t"ime of issuance. 

6. Immediately upon determina'tion by its Board of 

Directors of the proposed price and in'terest rate pertZlining to 

'~e bonds herein authorized, Southern California, Edison company 

shall no,tify 'the Commission '!:hereof by "t:elC9'ram4O 

7 - within thirty days af'ter the issue and sale of the 

bonds herein authorized, Sou'thern California Edison Company shall 

file with the Commission three copies of its prospectus pertaining 

'co said bonds. 

8. Within three months after such issue and sale, 

Sou'thern California Edison Company shall file with 'the COmmission 

a sta'tcment, in lieu of a repor'c under General Order No. 24-B, 

disclosing the purposes for which the bond proceeds were used. 
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S.. The applica't:ion herein, insofar as i'l: pertains to 

new notes s~ject to Section 323 (c) of the PUblic Utili'l:ies code, 

is hereby dismissed effec'l:ive November lS, lS6S .. 

10. This order shall become effeetive on the day of 

paymcn'l: by Sou'thern California Edison Company of the fce prescribed 

'by Sec'cion lS04, (b) of the PUblic Utilities CO<Sc, which fee is 

$28,000, or on the fifth clay after the date hereof, whichever Clay 

is la'cer. 

Da'l:ed ~:t ______ .&.amml. ... l1"rZl~AI.CIMQQ ... :N.. _____ , California, 

'this / b~ day of _____ ....;;s~E,I;..PT~~~M:::.:aE~at.._ _____ , 1965 .. 
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