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EC/KJ.:H./ ASl1l'vlPSC 

Decision &. - 1.1 - 021 Dated lbv. 07 84 

BEFORE "!HE' PUBLIC UTILInES COMMISSION OF !HE S'I'A'IE' OF CALIFORNIA 

Appliea~ion of SOUTHERN CALIFORNIA ) 
EDISON COMPANY to issue, sell and ) 
deliver one or more series of its ) 
First and Refunding Mor~gage Bonds.) 
debentures, convertible debeneures.) 
debentures With warrants, . ) 
promissOry notes a:nd/or o~her ) 
evidences of ,indebtedness . in an ) 
aggregateprineipal amount ) 
outstanding at anyone time not ) 
exceeding $-1S0~000.OOO;.to execu'te ) 
and deliver one or more supplemen- ) 
tal inden~res; to guarantee the ) 
Obligations of another in respect ) 
of tlle issuance of seeurities;,to ) 
issue shares of its Common Stock ) 
upon conversion of another t s ) 
convetti1>le. debentures; and for 'an ) 
exemption from~e Commission's ) 
Compe-cieive.Bidding Rule. ) 

. ) 

Ap?licaeion. 84-09-069-
(Filed Se}>tember 26. 1984) 

OPIN.ION 
~-------

Southern California Edison Company (Edisotl) requests an 

amendment t9' Decision (D'.) 83-08-011 elated AugtlSt 3. 1983- in' 

Application (A.) 83-06-2'3 as extended by D .. 84-05-050, dated May 16. 

1984 to allow Edison to do the follOwing: 

1. To issue, sell and deliver on a negotiated 
basis to foreign investors. one or more 
ser!es of Edison's First and Refunding 
Mortgage Bonds (Bonds). debentures,. 
convertible debeneures,. debentures with 
warrants~ promissory notes. and/or other 
evidences of indebtedness (collec~ively 
referred to as Debt Securities.) in the 
aggrega.te principal amount outstanding. 
at anyone ei1lle up to $150.000'.000;, 

'" .. 
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2. 

3. 

.... 
""," 

To guarantee unconditionally borrowings by 
affiliates or subsidiaries of Edison in 
connection with the making of capital 
contributions to the Southern California .. <,;; ............. 
Edison Finance Company N. V. (Finance); .. :."~ 

" . .. 

'I'o execute and deliver a supplemental 
indentur~ in connection with each proposed 
series .of Bonds'; 

.. ' 

4. 'to issue the number of shares of Edison ~ s 
COMmon stock. in exchange for and upon 
retirement of Edison's convertible debentures .. 
or upon conversion of these debentures. as 
may.be required :Zrom .time. to 'time for this 
purpose under provisions governing such 
conversions; and . 

," 

5. To have each proposed, issue of Edison~s Debt 
Securities exempted from the requirements of 
the Commis'sion 9 s competitive bidding rule. 

Summary of Decision 

',". 

". 
• l' l ~" 

This decision grants Edison the authority requested in' 

the application. This deeision modifies the authorS.ty granted by,· 

D.83-08~0l1 by permitting Edison to issue. and sell its Debt ' 

Seeuritiesdireetly in the Eurodollar market instead of through its 

subsid~ary.. Finance. or another corporation organ.ized'UIlder the 

laws of· the Netherlands Antilles. It also permits Edison'to 

. guarantee 'Ullconditionally 'bo~rowings by affiliates or subsidiaries 

of ,Edison in conneetion with: the making: of capital. contributions to 
'i .' 

Finanee.' 
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'A. 84-09-0.69' EC/KI.:H./APJ:!/v!psC 

No'tice of 'the filing of 'the application appeared on the 

Commission's. Daily calendar of· Sep'temberZS. 1984. No pro'test:s 

have been received. 

Edison. a, california corporation.. operates as a ~bliC 
, . 

utility subject to the jurisdiction of this Commission. Edison. 
, , 

generates. purchases.. transmits.. dis~rib.utes~. and sells. elec'tric 

energy in portions of cen'tral and, so\!thern Calif?rnia. 

For the 1 2~onths ended:June 30.. 1984. Edison re'pOrted in 

its S'ta'tement of Income a'ttached to the application as part. of 
... 

EKhibit:' A that it: generated total operating -revenues of 

$4 .. 597 .. 474 .. 000 and net income of$717.427 .. 000~ 

Also shown as part: of Ixhibit A is Edison' s· Balance Sheet 

as of. June 30.. 1984 summarized as foll~ws: 

Assets 

Net ,Utility. Plant 
Ot:her :Pr0pex:ty and Inves1:ment:' 
Current Assets 
Defen-edDebits 

. " 

Liaoilities and Equity 

Common Equity 
Preferred/Preference, Stock 
Long-Term Debt . 
Current Uabilities 

Total 

Reserves and Deferred Credi t:s 

. Total 

-3-

Amount··. 

$9:~434; .. :'S&~,OOO ,-
13'~' .. '87,~000~:, .. 

, .. 673: .. 158:.000 
2'12' .2'55-,000" 

S,,~ .4$i~7S6~OOO. 
, ~ . . , "," , " 

$ 3 .. 99" .604:000 " 
, S95.0S8.~OOO· 

. 4,193 .. ;142.000' 
1',647:.933..000' . 

728,049,:;000:,·. 

'$11: .455, .. 78'6~OO,O': 
",I ,', ';: .\:" ' ,.,:.) .. ,'" 
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In the application ~',Edison s'Cates that it propo:ses to' 

issue ~ sell .. and deliver up to $150 .. ,000.000 aggregate principal 

,a.mo~t of the Debt Securities previously authorized in D;.83-08~01.' 

in connection with foreign debt offerings .. to' be issued. at times 

and upon terms as determined by Edison's board .. of directol::s. at or 

prior .to.their date of issuance .. in light of the existing,market 

conditions'at time of' issuance.' 

Edison presently contemplates 'Chat i'C will issue'and 

sell~ through one or more offerings ,to foreign investors" bonds, 

debentures .. convertible debentures, debentures with warrants .. 
,r' " 

promissory notes, and/or other evidences::ofindebtedness· •. The 

maturity date. interest rate .. and' other terms" and: conditions of 

Edison's Debt Sec't:rities will be negotiated'at thetlme of offering 

because Edison is informed that there is no effective competitive 

bidding market for foreign debt offerings. 

Because of the volatility of the Eurodollar market .. 

Edison states that it, is impractiealat this time to provide the 

Commission with a meaningful estimate of interest rates or other 

terms ,of the contemplatecl issue(s) of Edison's Debt Securities. 

However .. Edison states that its Debt Securities would 'be issued and 

Bold only 'when the issuances are designed to, result'in anoyerall 

eost of money to Edison lower than issuances ofcomparabled'ebt in 

the U.S~ financial market.' 

" 

" 
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Edison contemplates: t:b.at Edison's Debt. Securities will 

bear call provisions more favorable than those typically found 'in 
. . 

domestic debt. Call restrictions will ,be for a, period 'not· greater 

than £i ve years.. and the initial call price will command, a prem:(um 

over par of less than one full year's interest paymentS:~, . Edison' ;", 

Debt Seeurities will ma~re. between Sand 20 years' from, its date :0£ 
" 

issuance. 

In addition~ Edison requests authorization eo guarantee·· 

unconditionally up to $150,000 .. 000: principal,amount ~f'notesor 

otherevidenees of indebeedness of subsidiaries. or affiliates', of 

• EdiSOll~ together with interest and prelD.ium (if any), in connection 

with ,borrowing's for the purpose of making. or refinancini~ capital 

contributions to Finance. Edison states that in order for Finance I V­

to· ~1ntain the debt-to~equity ratio; which bas been: re~ommended by . 

legal counsel .. capital contributions have been made: and: may be 
. , .. 

made. to., Finance by Edison or its subsidiaries. ' Edison . states 'that 

it may be, advantageous for Edison to cause one of,':'its subsidiaries 
',1 rl " I 

to bo~roW' moneys to be contributed as capital to. Finance. Edison 

is iU£orm~,tb.at a guaraneee of these borroW"ings may' 'be'required' 

and may result in a 10W'er ineereS:t rate. The bOrrowings: could 'be' 

used as a means of, replacing .. or refinancing. the equity 

arrangements in prior Eurodollar financings. 
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Each series of Bonds .. if issued,. would be issued in 

accordance with the, provisions of Edison's '!'rust Inden1:Ure dated as 

of Oetober 1. 1923.,. executed and delivered by t;d'ison to certain 

trustees. and amendatory and supplemental indentures. "The forms of 

these ,'have been filed wieh the Commission. A supplemental 

indeneure would be executed and delivered with each series of 

Bonds. Each supplemental indenture will set forth (among, other 

things) the aggregate principal amount,. interest rate. and the 
",: 

". , 

maturity date of 1:hat series of Bonds. Each supplemental indenture ", 

will be in a form ~imilar to' p~io~ forms of supplemental' indentures 

filed with the Commission. We authorize Edison to. execute and 

deliver each supplemental indenture in a form which 'Edison believes 

appropriate and which reflects, an aggregate principal alJloun't .. ' 

interest rate,.' and final maturity date of each series of Bonds.' 

Edison requests authority to issue , shares of its <:ommon 

stock. Edisonts Debt Securities may be in the form o£convertible, 

debentures .. which would be convertible into. shares, of Edisont,s 
, 

common stock.. Edison would effect any necessary registration/':o£ 
. . ' ~ 

the common stock Ul'lder federal,securities laws 'which maybe 

required before Edison ean deliver the common stock upon conversion 

of the debentures., 

Edison indicates that its Debt ,Securities may also be 
, 

issued as debentures with warrants attached. The 'warrants would 

.' entitle the bearer to purchase" during a one;..year period:. an 



additional debenture under the same terms and conditions as the' 

original debent~e. This one-year' period would commence on or 

about the issue da~e of ~he original debentures. Edison is 

informed', that under certain conditions,. ,in the European market, 

investors may over-value warrants,. resulting in the possibility of 

additional interest savings as compared to an offering of 

debentures without warrants. If debentures wi1:h 'warrants are 

issued,. the total principal amount of debentures originally issued .. , 

plus deben~ures to be issued upon exercise of warrants, would not 

exceed $150',000,000. 

• :~t:ests for Exemp7;onfrom the Commission's Competitive Bidding 

• 

-
'Ihe nature, mechanics, and timing of Eurobond offerings 

" require an exemption,::~or Edison's issuances of its Debt Sec~ities 

from the Commission·s,competitive bidding rule established by 

Commission D.386.14, dated .January 15, 194&, in Case 47&1 .. as amended 

by D.49941" D.75556, and D.81908 which. generally require california 
. '. . . , . 

Publ'ic Utilities to obtain competitive b-ids for the purchase of 

their de~t securities. 

Because the interest rate and other terms and eond'itions 

of Edison's Debt securities must be determined on a negotiated> 

., basis.. unless 'the Commission authorizes an' exemption from the rule" 

Edison will be precluded from participating in foreign debt 

financings. ' 
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~'~~"~ /; 
-.>":)/' '. , 

In D.9V~~4 da'Ced July 2. 1980 in A.59633 (San'DiegoGas, 

& Electric ;Company),. we discussed" the g,ran'Cing of, exemptions' from 
"- , .' 

the competitive bidding rule; we clarified! the nature of, the 

compelling showing?th.a.t must be made to warrant an exemption' from. 

the rule,. and we, stated that: it must be in the best interest of the 

ratepayers. We are satisfied' 'that Edison has made tb.iscompelli~ . 

showing,.. The Commission believes that granting an exemption from· 

the' competi,~V'e bidding %,equirements will be in 'Chebest interests 
,,~'."""'''I,f.~ ',. 

, • '"I .. .,.... 

of Edison t S ratepayers because Edison t s Debt Securities issued te>, 

foreig;;~ehasers will: result in an overall cost of money,. to 
",,,,r,',,;. . 

Edison's ratepayers lower than that obtainable from comparable 

competi'Cively bid securities tn the domestic market. These 'issues 

will also. provide a new source of capital to Edison' which results ' 

indirectly in lowering. tbe costs of other Edison financ:1118sfor the 

benefit of its.' ratepayers. 

In Edison's A.60773 filed July 18.. 1981,. as amended July 

31,. 1981. Edison demonstrated that there are eompelliugreasons why 

foreging debt offerings should be exempted from the competitive. 

bidding requirements. !besereasons in~lude tbeavailao.ility of 

needed sources of additional capital at favorable interest rates 

during "window" periods in the £oreignmarket. the need' to act 
. ,'" 

swiftly to take advantage of the opportunities .. the availability of 
. , 

mor~ favorable call provisions. and ·the absence of certain 

-8-
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res'trictive financial couvenants. ;n D.93486. dated Sep'tember 1 ~ . 
'/ 

, 981. 'the Commission recogn.ized· 'the;'.;need for an exemption from the 
~ """ . , 

competitive bidding rule in order't\) allow Edison to obtain. the .' 

benefits. of Euroeollar offerings ai.;r:;granted it an exemption. 
, - . 

"Ib.e Commission has previously encouraged utili'ties to· 

explore innovative financing methods to give their ratepayers. .the 

lowest cost of money available.. It is not the intent of the 

Commission. or its competi'tive b·id'din,g rule. to· precb.1d.e proven 
. . . . 

methods. of innova'tive financingwb:iehprovides an' innoyative method· 
, , ,I 

of raising capital. In view of the reasons already tIlen'tioned~ this 

is one of the instances where it is. appropriate to grant an 

exemption from the competitive bidding. rule. 
" 

Edison is put on notice that in' its next general rate 

proceeding before the Commission~ the reasonableness of the 

resulting interest rate and cost of money to EcU~on will be 

scrutinized closely and may result in a disallowance of interest 

expense if it is determined that the cost of money 1ncurreo was not 

the most prudent at 'the time of the financing. ~e will. also 

requ~re Edison to provide us with. a showing. that 'the'. resulting' 

in'terest rate and cost of money were the most advantageous 'to:' 

Edison and 1'ts ra'tepayers. Ye will require this show:Lng-.wi'thin a 

reasonable period af'ter the issuance and sale of the:propo-sed 

securi'ties. 
',­, 

-9-
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: i' , , ' 
Eciison is engaged in an eXtensive con s.'r:ruc t ion program. 

and.. as of June 30. 1984. Edison t s unreimbursed construction. ' 

expenditures amounted to about $2~27,3. .. 719.000. Edison es.timates 

that the gross expenditures required for its proposed construction' 

program during calendar years 1984; 1985. and 1986 will be about 

$2'.763.000.000 as summarized bel:Ow: 

?u=yose 

Electric, Generating 
Plant $ 

Electrielransmission 
I..ines and 
Substations 

Electric Dis.tr1bution 
Unes.·and 
Substations 

Other Expenditures 

.w!'" 

689 .. 000.000 $- 665-.000.000.$403.000~000 

169.000.000 138.,000,000' 87 ;000 ~OOO 

268,000,000 285,000,000 313.000,000 
113.000.000 89.000,000 59,000.000 

. Total $1 ,239~000.OOO $1.177 ,000.000' ~62~000,000 

In view of these construction expenditures, it is 

important that Edison baveaccess to the broadest possible range of 

capital markets in addition to thedomestiemarket. 

;: 

-10-
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Ed,ison's eapi tal ratios reported' as of JUne 30.. 1'984 are 

show. below. as recorded and' adj us-ted to g.ive pro foma effect ',. to . 

the transaetions that follow: 

June 30, 1 984 

tong-Term Debt 45.51. 
Short~Term Debt 2.4 

Total Debt 48..0% 

Preferred/Preference. 
Stock 9.7 

Common Stock Equi'ty 42.3-

Iotal 100.0% 

Pro Forma " , 

9.5, 
41 ~9 ' 

'OO~O% 

1. The proposed issuance and sale of up to 
$150.000.000 aggregate principal amount of 
Edison· s Debt Securities in connection with 
foreign financings: 

2. !'he sale of 5·17.034 sharesof'Common Stock. 
$4-1/6 par value. producing net proceeds of 
$11.464.399 under Edison's Stock Savings 
Plus Plan on July 2. 1984 (D.82-06-0SS dated 
June 1 >. 1982· i:o A.S2-04-23; 

3. The sale of 255.716 shares 'of Common Stock. 
'$4-"/6 par value "producing net proeeeds of 
$4.889'.310 under Edison's Employee Stock 
(h..'Inership Plan on July 2 and Au~ust 1 .. , 1984 
(D.83';;03-005 dated March 2'" , 983 in 
A.83-01-43); and 

4. The sale of 1 .. 524 .. 724 shares of Common Stock" 
$4-1/6 par value. producing net proceeds of 
$27.877 .. 955 under Edison's Dividend Reinvest­
ment and StOck Purchase Plan on May 2.. , 983-
(D.$2-1'-05Sdated November 17. 1982 in 
A.82-09'-3S) • 
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Use of Proceeds 

" 

" 

After payment and discharge' of obligations incurred' for 

~penses incidental to the issuance and sale of Edison ',s' Debt 

Securities. Edison proposes, to use the proceed's to reimburse Edison 

for moneys expended previously from income or other moneys in its 
/' 

treasury' not secured by. or o'btainedfrom. the is.suance·of stock. 

stock certificates • or other evidence of indebtedness for the' 

acquisition of property or for the con~truction, completion" 

extension. or ilIlprovement of its facil:tties:(exclusi,,?eof 

maintenance of- service and replacements) md/or d;ischarge or 

lawfully refund Edison's debt obliga-eions. The amounts so 

reimbursed will become a part of Edison's general treasury funds. 

Edison proposes to uses. portion of the general: treasury: funds to, 

repay a portion of its short-term borrowings .. commercial paper. and . 

banker,S t acceptances outstanding at the time" of Edison· Sl receipt. of '~, 

the p::oceeds.' 

'I'b.e Commission's Evaluation and Compliance Division bas 

reviewed Edison t s , 984. 1985, and 1986 construction budget and, 

finds that the proposed issue and sale of Edison's: Deb-e· Secur,ities 

is necessary to fund the planned construction expenditures. The 

DiVision' is not finding. thatEdison'seonstr~ction is'necessarymd 
. '. . 

reasonable nor that the expenditures are reasonable in amount. 
I , ' 

These are issues normally tested ,in genera.lrate, or rate base' 

• ' ' 'proceedings. ' 

-12-
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. The Evaluation and Compliance Division has analyzed.' 
, . , 

Edison's cash requirement forecast and has concluded that 

internally generated f\mds will provide only about 6,1% of capital 
,. 

expenditures for the year 198{ .... 51 % for 1985, and 62% for 1986. 

The Division has concluded that the proposed deb-t issue will 'be 

necessary to help 'meet fore~asted cash. requirements. 

Findings'of Fact 

1. Edison. a california corporation. operates· as a public 

utility subject" to the j~isdictlon of this Commission' •. 

2. !he proposed Debt Securities andeommon stoc~would be 

. for proper purposes e' 

3. Edison has need for external funds for 'the purposes set 

forth in the application. 

4. The money. property. or labor to be procured. or paid for 

by the proposed Debt Securities and common stock is reasonably 

required for the pu~ses specified in t:b.e application. 

5 .. ' Th~ issue(s) of the proposed Debt ,Securities is not 

required; to- 1>e by competitive bidding.. 

6 •. ' There, is DO known opposition to the application and no· 

reason to delay granting,the, auth()rityrequested~ 
• • I 

Conclusions of Law 
, 

1. A publi'c hearing is not· necessary. 

2. Theapplieation should be granted to the extent.set forth ' 
'j: , 

in the order wlrl:ch follows.' 
!' . 

-13- r, " 



• 

• 

• 

,; 

)A. 84 .. 09-069 EC/1C1:H./ ARM/WPSC, 

'!'he proposed secw~l~y issue(s) are for lawful purposes, 

and ~he money" proper~y" or labor to be obtained by it is.' 'required 

for these purposes. Proceeds from the securi:~y issue(s) may not be 
," 

charged to operating expenses or income~ 

The following order should ~ effedtive on the date of 

signature: the fees set by PU Code, Sections 1904(b) and 1904~ 

having 'been previously paid in connec~ion with D .. 83';'0s.-011. 

ORDER -_ ..... - .... 
IT IS ORDERED that:, 

1. Souehern California Edison Company (Edison)" on, or after 

the effective date of this orders:tJ.d/on or before June 30. 1985. 
" 

may issue.. sell. and deliver to, foreign investor,s ... o~ a negotiated, 
, , 

basis. one or more series of its First and Re~Und'ing Mortgage 'Bonds. 

(Bonds)" debentures .. convertible debentures .. debentures with 

warrants" promissory notes" and/or other evidences of indebtedness 

(Debt Securities).. or any combination of them.. in an aggregate 

principal amount outstanding at anyone time not: to exceed 

$150~000.OOO" with all issues and sales of Edison's Deb:t, Securities, 

being upon terms and conditions substantiallyconsistentwi'Ch those 

set forth.. or contemplated.. in the application and' doc,uments. filed 

in connection with these proceedings. 

-14-
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A. 84-09-069 EC/n;a1 ARM/'WPSC 

2. Edison may gaarantee 'Cnconditionally or otherwise secure 

up to' $150~OOOrOOO aggregate principal amount of notes or other . 
. , 

evidences of indebtedness of subsidiaries or affiliates of Edison. 

plus premium (if any) • interest, and any other debt service 

obligations attendant theret:o. such notes or other evidences of 

indeb-tedness representing borrowings the pr?ceeds of which will be 

used to effect r to repay. or reimburse Edison or any of its 

subsidi.aries for borrowings the proceeds ~t:\ which . were used to> . . , . 
,'.-

effect. capital contributio:ns to the Sc>uthern California' Edison 
.' 

Finance CompanyN.V. 

3 ... Edison's proposed issue. or issues.of its Debt Securities 

is exempted' from the Commission's competitive 1>idding .. rule-as set 

forth in D.38514 dated January 1S r 1946 in Case 4761. as amended .. 

4. Edison may execute and deliver a supplemental indenture 

in connection with each series of Bonds issued 1Jnder this order. 

5. Edison may issue shares of its common stock in exchange 

for and upon retirement of convertible debentures. as may be 

required from 'time to time for this purpose. 

6. Promptly after Edison ascertains the nutnber of its common 

shares that may be issued upon conversion of the proposed Deb.t· 

Securities and ascertains 'the conversion price and' ratio'applicable 

tc> the conversion r 1t shall notify the: Commission :r.n wr1t:tng~ 
'M 

.' 

-15~ '" . 
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A.84-09-069 EC/KLR/ARMfWPSC :'." 

" 
7. Within 30 days after the issuance and :sale of its Debt 

Securities. Edison shall file with the Commission a report showing 
'" 

why the resulting interest rate and cost of money were the most 

advantageous to the company and its ratepayers. 

8. Edison shall issue the Debt Securities authorized by this 

order to reimburse itself for moneysex.pended prev-iously from . 

income or other moneys in its treasury not secured by~ or obtained 

from,. the issuance of stock" stock certificates'. or other evidence 

of indebtedness for the acquisition of property or for the' 

construction~ completion~. extension" or improvements of.:: its 

facilities (exclusive of maintenance of service and replacements) 
. :1 

and/or to: discharge or lawfully refund Edison's obligations. 

Securities and common stock shall supersede and replace 

Decision 83-08-011 • 

-16-
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11. 'l'b.is applieation is granted. as set fo-rth above. 

This order is effective today_ 

Dated. NOV 7 1984 at San Franeiseo-. -California. 

• 

e·· 


