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Application of SOUTEERN CALIFORNIA )
EDISON COMPANY, for Authorization to)
Refund for a. period of not exceeding)
two years from the date of Refunding)
Maricopa County Pollution Control )
equivalent: indebtedness in the )
anmounts of $51,000,000 (1983 Series )
A) and $41,300,000 (1984 Series B) )
or, in the al ternative, Guarantee )
Obligations of Another in respect of).
the. Issuance of Refunding Debt, )
. pursuant to-an Agreement to be )
Executed and Delivered in connection)
therewith; Execute and Deliver. one ;
)

)

)

)

)

)

Applieation 84-09-068 E
(filed September 26 1984)

- or more. Sup lemental Indentures;.
“Sell. Utility ‘Plant; and for an
Exemption from the. Competitive
Bidding\Requirements of the
California Public Utilities
Commission.?~:;

OPINION |
Southern California Edison Compeny (Edison) requests ”v‘
authority, under Public Utilities (PU) Code Sections 816-818 830
and 851, for the following- >

Te Io issue. sell, and deliver to the Maricopa
County, Arizona Pollution Control Corpora—
tion (APCC) one or more series of Edison's
First and Refunding Mortgage Bonds, deben-
tures, notes, and/or other evidences of
indebtedness (collectively referred to as
the Arizona Pollution Control (PC) Debt
Securities) in the aggregate principal
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amounts of not to exceed $51,000,000
and $41,300,000 ox, in the alternative, to
unconditionally guarantee or otherwise
secure the APCC's obligations in respect of
its issuances of debt under the temms of
agreements to be executed by Edison and the
APCC;

To sell to the APCC certain pollution : :
control facilities (Facilities) located at
the Palo Verde Nuclear Generating Station
located in Maricopa County, Arizona;

To execute and deliver one or more: supple-
mental indentures- and

To exempt the issuance and sale of the
Arizona PC Debt Securities from the
Comuission's competitive bidding
requirements..

Summary of Decision E ,
. This decision grants Edzson the authority requested in
the applicatlon. | | o
NOtice of the filmng of the application appeared on the !
Commission s Daily Calendar of September 28 1984 No protests
‘have been received. | L o
Edison a California Corporation operates as a public
‘utilxty subject to the jurisdiction of this Commlssion.‘ Edison
' generates, purchases, transmits. distributes and sells electric :
enexgy for light heat and power in portions of Central and f
| 'Southern California. | o —— .

e




A.84-09-068 EC/KLE/BB/WPSC

For the 12 months ended June 30, 1984 Edison reports it

generated total operating Tevenues of $4, 597 474, OOO and net :.ncome |

~of $717 427, 000 shown as part of l-‘.:_chibit A attached to the g

applicat :Lon. |

~Also shown as part of Exhibit A is Ed:.son s Balance Sheet‘_ _‘
as of June 30 1984 summarized as follows-
Assets = . Amount |

Net Urility Plant 9,434,186,000
Other Property and Investments 136,187,000
Current Assets . | 1,673,158 ,000°
Deferred Charges . 212,255,000 -

T | rocal 11, 455 786 oooﬁ”v

‘ I.:.abilities and Common Equity

Conmon- Equ.'{.ty ' $ 3,991,604,000. -

- Preferred/Preference Stock - 895,058,000
Long~Texrm Debt 4 ,193,142,000
Current Liabilities 1,647,933,000..
‘Deferred Credits and Resexrves "728 049, 000

‘ Total $11 455 786 ooo;f*‘
In this application. in order to obtain the benefits of |

| tax-exempt f:'.nancing for the Facilities descr:.bed in detail in

‘Exhibit B attached to the application Edison previously entered

:I.nto three transactions with the APCC to borrow short-term funds

_pu:suant o 20 Code Section 823(c). On Decembe:. ;}3 1983 Edison

i: X . , . . o ) . 1( o
oo = Co ’ I .
i‘f, ! . ‘_ . o . \ .
|
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borrowed from the APCC an aggregate princ:.pal amount of : ‘
$50 000 ,000, due Decembexr 15, 1984. The funds borrowed by Edisonf‘ .
from the:APCC were provided by the sale of the APCC's Pollntion
COntrol Revenue Bonds, 1983 Series_ A. On Maxrch 7, 1984 Edison X
borrowed an additional $40,500,000 from the APCC. The addz.t:.ona.l
funds borrowed were ‘provided by the sale of the APCC's Pol lut ion
Control Revenue Bonds 1984 Series A due March 1, 1985. On May 15
1984 the” A.'PCC :‘.ssued Pol: lution Control Revenue Refunding 3onds |
1984 Series B, in the aggr\egate principal amount of $40 500 OOO due
February 1, 1985, tke proceeds of which were used to refund the .
APCC's 1984 Series A Bonds. In. each of these instances, the APCC
fssued its bonds privately on the basis of a quahfied ta:c opinion -
and Edison filed or part:.cipated in the f:.ling of revenue rul:.ng
requests with the Internal Revenue Service (IRS) regarding the tax- 1"
exempt status o:E the interest paid by the APCC.

| In order to refund the 1983 Series A and the 1984 Series
B Bonds, Edison proposes to engdge in the Arinona: povliurion control
facility‘refunding financings with the APCC. Edisbn-’ a.nticipaneé'
that tne IRS will rule on the preuiously mencioned‘ 'reque's'us_‘ prior'_
to the maturiry of its contemplated refunding financings.-. ’Unn:’.‘.l.
“there rulings are received from the IRS Ed:'.son proposes to refund




. A 84-09-068 EC/KLE/BB/WESC 5

its obligations on an intermediate—term basis (for a period of two
_yeers or less). When the rulings are- received and if interest 3
rates are favorable to Edison and its ratepayers, Edison h
| anticipates refunding the intermediate-term indebtedness on a long-‘
term basis’ (for a period of up to 30 years).
1t is currently contemplated that the proposed refundzng
finsncisgs would be structured as follows: '

1. The APCC would issue and sell one Or more
series of its bonds, notes, debentures, or
other evidence of indebtedness (APCC:
Bonds) in the agaregate principal amounts
of not to exceed $51,000,000 and
$41,300,000 to one or more banks or
institutional investors. The requested
authorizations are for principal amounts
greater than those of the 1983 Series A
and 1984 Series B Bonds because it may be
possible to use a refunding method of
financing which would include within the
prinei amount of its refunding
indebtedness certain costs for which the
Edison treasury is to be reimbursed.
These costs are discussed under the :
keading, Expenses Related to the Arizona
PU Facilities.™

Concurrently wirh the sale and delivery\ofr
the APCC Bonds, Edison would enter into an
installment sale agreement, loan agree-
ment, or other similar agreement with the
APCC. I1f an installment sale agreement is
entered into, Edison would sell to the
APCC a portion of the Facllities at a
price equal to Edison's estimated cost of
acquisirion or . construction, for the
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Facilities. . The APCC would reconvey title
to the Facilities to Edison in considera-
tion of Edison's obligation to pay the
anounts as may be required to pay the
principal, premiux (if any), and interest
on the APCC Bonds and all expenses -
attendant thereto. The APCC would obtain
the money to buy the completed Facilities
and to construct, or acquire, the
renmaining Facilities from the proceeds of
the sale of the APCC Bonds.

Concurrently with the sale and delivery of
the APCC Bonds, .Edison would obligate
itself to the APCC, in consideration of
the APCC's obligations set forth in

- paragraph 2 above, through delivery to the
APCC of the Arizona PC Debt Securities in
the aggregate principal amoumts of not to
exceed $51,000,000 and $41,300,000, (the
terns and conditions of the Arxizoma PC
Debt Securities to be consistent with the
terms and conditions of the APCC Bonds)
and/or would unconditionally guarantee, or
otherwise secure, the APCC's obligations
in respect of each series of the APCC
Bonds. . All rights, title, and interest of
the APCC in Edison's Arizona PC Debt
Securities would be assigned to a trustee
undexr an indenture pursuant to which the
APCC Bonds would have been issued, as
secgrity for the purchasers of the APCC
Bonds. o

In additidn, Edisonfcontemﬁiates‘that.it’will‘exeéute agé"
deliver to the bahks‘vhich'purchhée_each series of the APCC Bonds
an agreemént setting forth Edisonfs obligations in:he‘eveht thét'
it is uﬁsuccéssfulfin obtaining favorab1e IRS tuiing;;‘ ihié'agrée-v
‘ment will providé fo:‘(ampng:qtherjthingS)'the agrgemehtvof Edisoﬁ“y

to ﬁéy additional interest'reflecting‘a‘taxablé intérést;r@#gygﬁ

-
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Sale of Urility Plant

~ | If an installment sale sgreement is entered into; Edison
: would convey to the APCC, title to the Facilities subject to the
lien of {ts Trust Indenture. Title to the Facilities would‘then be
reconveyed to Edison as partial consideration for Edison s issuance
and sale’ of the Arizona PU Debt Securities to the APCC; Ihe
operation and control of the—Fscilities so conveyed to ‘the APCC

would remain with Edison, or its agenrt, at all times.

Request for Exenption from the Commission's Competitive
Bidding‘Requirements ‘

. , ' Edison seeks an order of this Commission granting an
exemption of tkhe proposed issues snd sales of the Arizona PC Debt
Securities from the Commission s competitive bidding rule
established by its Decision (D ) 38614, as amended by D.49941 and
D.75556 in Case 4761. These‘decisions contemplste‘that-under
appropriete:circumstances, the Commission uill:not require‘v
competitive‘bidding;‘ Edison belieues thst'the”reasons set forth
below are compelling and Justify the issuance by the Commission,
of an order granting the exemption.

Edison is informed, believes and therefore alleges that
substantially all of the proceeds from the issuance of. the APCC

Bonds will be used to acquire, or construct the»pollution control
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Facilities within the neaning of the Internal Revemse Code, and it
is expected that the interest payable on the APCC Bonds will be
iexenpt from all present federal ineome taxes and’ Arizona state
'taxes under existing statutes, regulations court decisions and
‘rulings. |
Since the interest payable on the APCC Bonds is
anticipated to be exempt from present federal income taxes the
Bonds will be sold at an annual interest rate substantially 1ess
than would be realized if Edison were to issue and sell taxeble
‘debt obligations. In order for Edison to take advantage of the |
‘favorable interest rates applicable to the APCC Bonds, Bdison must '
_ issue its Arizona PU Debt Securities to the APCC. The—interest |
rates payable by Edi{son will be the same as that required by the
‘APCC's tax-exempt Bonds. The full amount of the interest rate
'savings.will be passed on to-Edison and its ratepayers.‘
| Because of the statutory structure of the. pollution
‘icontrol finsncing.mechanisms of the APCC- eompetitive bidding for
.Edison s Arizons PC Debt Securities is not possible.( The

‘ Commission has previously recognized this unique method of




| &84409-068«  EC/KLE/BB/WPSC

financing by issuing decisions exempting pollution control related_
~debt issues from the competitive bidding requirements of the
COmmission.‘ Edisonvbelieves that the application of the |
Commission s competitiVe bidding requirements would preclude it
‘from taking advantage of the benefits provided by this type of
financing and would not be in the best interest of Edison or its
ratepayers. It is anticipated that the Arizona PC-Debt Securities
could be’ sold for at least 200 basis points below that of the
lwtaxable market. '
_The California usury law (Article XV of the California
._Constitution‘and the Usury Law Initiative Act)-prohibits (with
certain erceptions) the charging of interest on any:loan‘or |
.forebearance at an annual rate in excess of the higher of (a) 10%
per year oxr (b} 5% per year in excess of the rate prevailing on ‘
advances by the Federal Reserve Bank of San Francisco to its_member‘.
,- | Current-estimates‘of market_conditions indicate that in
the event Edison is umsuccessful in obtaining.favoraolepIRS‘
rulings Edison’s issuance, sale, ‘and delivery‘of‘its AriZona‘PC
Debt Securities could entail the payment of interest at an annual

,rate in excess of that permitted by the California‘Usury Law.
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Edison requests the Commission in the-exercise of its powers

conferred by the California Legislature to exercise: its authority .

as follows: .

1. To permit Edison to issue, sell, and deliver
‘ the Arizona PC Debt Securities at an annual
cost of money exceeding that permitted by the
Californis Usury Law and to determine that
the issuance, sale, and delivery will not .
violate the California Usury Law;

To determine that if Edison elects to situate
and structure the issuance, sale, and delivery
of the Arizona PC Debt Securities under the laws
of the State of New York without restricting the
incurrence of indebtedness in a manner adverse
to Edison, this choice would not be Inconsis-
tent with the public policy of the State of
California nor violate any fundamental policy -
of the State of Califormia and to authorize

this financing activity as structured; and,

To place restrictions upon Edison s ability to

avail itself of claims, or otherwise available

defenses, under the California Usury Law as the
Commission way deenm appropriate. ‘

In D. 83411 dated September 4, 1974 in.A.55080 (Southern ‘

- California Gas Company) and 1.90381 dated. June S, 1979 in A.58798,
{Pacific Gas and Electric Company) among others the Commission
held that in exercising its authority to regnlate public utility
debt aecurities. the Commission is Dot restricted by the~Californiai

\ "
Uaury Law and. its ramifications. Ve reaffirm this holding and con—*_
¢lude rhat even if the limitation of the California Usury Law is,

~exceeded in eonnection with the proposed issnance of'the Arizona PCf‘
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Debt Securities and/ox the guarantee of the APCC's Bonds; the
public interest requires the Commission'to‘authorize the issuance

 and sale of the Arizona PC Debt Securities and/or the guarantee of

APCC's: Bonds. )

YUse of Net. Proceeds

The application fndicates that Edzson proposes to use the '

proceeds from the sale of its Arizona PC Debt Securities 1) for d"
the dischange or lawful refundxng‘of the 1983 Series A and 1984
‘Series B Bonds and- for the: reimbuxsement of nonies previously
expended (discussed below) from income or other monies in its
treasu:y not secured by, oxr obtained. from the issue of stocks
stock.certiflcates, other evxdences of interest or ownership..
;bonds. notes._or other evidences of indebtedness, (2) for the o
acquisitxon of property, (3) or for the’ construction, completion,
extenszon or improvement of its Facilities, exclusive of
maintenance of service and replacements. A sum equal to the amount

_ so'reimbursed will be us sed for costs associated with refunding the
1983 Series A.and 1984 Series B Bonds. B )

-1 1.-_‘
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Expenses Related to the Arzzona PC Facilities

 The following 1£sting indxcates ‘the financial: source
'and.a‘summary of the expenditures for the Palo'VerdevNuclear
Generating Stations, Unita‘1 '2‘ and 3, péllutionHCOntrol“xaoiidif«

waste disposal, and sewage disposal Facilities as follows

Source and Item ' ‘ f' o Amount

. 1983 Series A

Ex:’.sting ‘Radwaste Facilities - $31,115,000 -

Non-Radwaste .Facilities 14 699 OOO“f

Non-Construction Related 2 o
 Expenditures . . S, 186 000 .

Total $51 ooo ooo-_ﬁ{?ﬂ;i -

1984 ‘Series B

‘Existing Radwaste Facxlities $ 4, 664 000}'~

Non-Radwaste Facilities 30 645—0005‘

Non-Construction Related .
‘Expenditures - 5 99ﬂ 000,

Total $41, 3oo ooo’j'»"“

These items are. detailed in Exhibxt B attached to the application.
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Edlson s capital ratios reported as of June 30 1984 are

shown below as recorded and as adjusted to give pro fbrma effect to

the transactions that follow. |

[

June 30, 1984 = Pro rm;.a:%

Long-Tern Debt 45.0  45.6%
Short-Term Debt. 2.5 : 2.5

Total Debt 47.5% 4EI%

 Preferred/Preference Stock 9.6 | L 9.4"
Conmon Equity 42.9 42. 5

Total " 100.0% 100. oz

The proposed issuance of Edison's Arizona PC-
Debt Securities to refund the Maricopa County
Pollution Control Short-Texm indebtedness in
the amount of $50,000,000 (1983 series A) and
$40,500,000 (1984 Series B);

The proposed issuance of Edison's Califormia
Debt Securities for pollution contxrol im the
aggregate principal amount of $142,000,000 as
requested in Application (A.) 84-09-033 filed
September 14, 1983 presently before the
Connission for decision;

The increase in Edison’'s Short-Term debt in
the amount of $1,788,000; and

The sale of 255,716 shares of Edison's Common
Stock, $4-1/6 par value, under Edison’'s
Employee Stock 0wnership Plan on July 2 and
Avgust 1, 1984 (Decision (D.) 83-03-006 dated .
March 2, 1983 in A.83-01-43,, 617 034 shates
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of Common Stock, $4-1/6 par value, under
Edison's Stock Savings Plus Plan on July 2,
1984 (D.82-06-058 dated June 15, 1982 in
A.82-04-23); and 1,524,724 shares of Common
Stock, $4-1/6 par value, wmder Edison's
Dividend Reinvestment and Stock Purchase Plan
on August 1, 1984 (D.82-11-055 dated
November 17, 1982 in A.82-09-38) which
prceduced combined net proceeds of '
$44 232,000. .
The Commission s Evaluation and Compliance Division has
reviewed the application and has concluded. that the proposed
) Arizona PC Debt Securities is reasonable and should be exempted
from the Commission s competitive bidding requirements.
The Evaluation and Compliance Division has reviewed
Edison's Arizona pollution control construction budget and finds
 that the sale of Edison's Arizona ?C Debt Securities is necessary
to refund the securities issuved to fund the present and future
construction expenditures. Ihe Drv:sion is not. finding that the
construction is necessary and reasonable or that the expenditures
are reasonable in amount. These are Issues’ normally tested is
“general rate or rate base offset proceedings. o

Findings of Fact .

1. Edisom, a California corporation Operates as a public f
utility subject to the jurisdiction of this Commission.
2. The proposed agreement requiring Edison to provide-r
security for the purchasers of . the Arizona PC Debt Securities would
. not be adverse to the public interest. _' :

-14m
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3. The proposed indebtedness would be for proper purposes.
4. The prOposed sale and delivery of the pollution control
 Facilities would not be adverse to the public interest.-‘

5. The money, property, or labor to be,procured, or paid
for, by the indebtedness, herein authorized is reasonablyirequired
for the puxposes specified in the application.

6. The sale of the prOposed indebtedness should not be
- required to be through competitive bidding.

7. 1f as a result of prevailing market conditions these
securities are deemed to have an effective interest rate for\the
‘purposesvof'the California Usury Law exceeding the limitations'
provided in Article XV of the California Comnstitution and the Usuxy
.Law Initiative.Act then the pubiic interest requires that this
Commission authorize the issuance and sale of the APCC Bonds or the
. Arizona PC Debt. Securities, irrespective of limitations contained

in the California Usury Law.

8. 'There is no known opposition and there is nolreason to

delay granting the<relief reqnested.
‘ Conclusion of Law

‘1. A public hearing is not necessary.
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2. Pursuant to plenary powers. granted to the Legislature by”
\Article-XII Section S of the California Comstitution, the
Legislature is suthorized to confer additional consistent powers
upon this Conmission as it deems necessary and appropriate,
unrestricted by any other provisions of the‘California
ZConstitution."

3. 'The Legislature has conferred upon this Comnission the
authority to regulate the issuance and the guarantee of securities~
of public utilities including the Arizona PC Debt Securities
and/or the guarantee of the APCC Bonds covered by this application,
as amended and to prescribe restrictions and conditions as it j
deems reasonable and necessary (Section 816, et seq. of the’PU B
-Code).‘ ,

4. Under the plenary powers granted to the Legislature in .
Article XII, Section 5 of the California Constitution it conferred
~on this Commission the comprehensive and’ exclusive power over the
issuance and the_guarantee of securities of publicrutilities;\
includingvthe»Arizona PC Debt‘Securities and/or'therguarantee”of
the. APCC Bonds, and the California Usury Law cannot be applied as
a restriction on this Commission's regulation of the issuance and
the guarantee of these public utility securitlcs, including the

.'establishment of a reasonable rate of interest.

-H

[
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5»‘ In‘additon to the plemary powers‘granted to tne |
Legislature by the Califormia Constitution under which the’-
Legislature conferred upon this Commission exclusive authority to
.regulate the issuance and the guarantee of debt securities by
_public utilities (Section 816 et seq. of the PU Code),
irrespective of ‘the Usury Law, judicial interpretation of the
California Usuary Law has exempted corporate bonds of public
utilities from operation of the California Usury Law.

6. If the usury limitation contained in.Article XV of the
California Constitution and the Usury Law Initiative Act is
exceeded, but the transaction is. authorized by this Commission,
lEdison its assignees, or successors in interest will have 1o
occasion to and cannot assert any claim oxr defense under the
: California Usury Law. Further, and necessarily, because of lawful
~ issuance by Edison of the Arizona PC Debt Securities and/or
guarantee of the APCC Bonds in compliance with aurhorization by
 this Commission persons collecting interest on' the authorized
securities are not subject to the California Usury Law sanctions.‘

7.' The application should be granted to the extent set forth
in. the order which follows._
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The proposed security issue or issues are'for‘lawful

purpoSes and the money, property, or labor to be>obtained~byfthen
is:required,fOr these purposes;. Proceeds from the security issue, '
or issues may not be charged to- operating expenses or income.
The following order should be effective on ' the date of
- signature and payment of the fee set by PC Code Section 1904(b) to
enable Edison to issue its Debt Securities expeditiously.‘ _
oggga ST S

- IT 1S ORDERED that.

1. Southern California Edison Company'(Edison) may issue,'
. sell, and deliver in the aggregate principal amounts of not to
exceed $51, 000‘000 and $41 300,000 in one or DoTe: series of its
First and Refunding Mortgage Bonds debentures notes, and/or other
evidences of indebtedness (Arizona Pollution Control (PC) Debt: |
Securities), at'the price'and upon-the_terms and conditions.as set
forth in-'or'contemplated by;'the application or, in-thei'
alternative unconditionally guarantee or otherwise 'secure the
Arizona Pollution Control Corporation s (APCC) obligations in _
respect of the issuance of debt securities under the provisions of
an agreement to be executed by Edison and the-APCC in connection

therewith.



 A.84-09-068 EC/KLH/BB/WPSC

2. Edison may sell and deliver tO»the APCC the pollution
control Facilities under the terms and conditions set forth in ‘or
contemplated by, the application.

3. Edison shall issue the indebtedness for the purpose of
refunding on an intermediate—term basis’ the. 1983 Series A.and the
1984 Sexies B BOnds. |

4. Edison is authorized to pay under its Arizona PC Debt
Securities and interest rate in excess of the maximum annual

interest rate otherwise permitted undexr the California Usury Law‘_

o as contained in Article XV of the California Constitution and the

Usury Law Initiative Act, if events so require.

5. If market conditions so require, an interest rate and
‘otner terus, for the Arizona PC Debt‘Securities and/or the -
guarantee of the APCC‘Bonds may collectively exceed_the-maximumv-
annual interest rate otherwise permitted under the California‘
Usury Law, as contained in Article XV of the Californ:.a .
‘Constitution and the Usury Law Initiatrve Act.

6. Neither Edison - mor any person purporting to act on its
behalf shall at any tine assert in any manner, oxr attempt to'raise
&8s & claim, or defense, in any proceeding, that the interest on the :

Axrizona PC Debt Securities or the APCC'Bonds exceeds the maximum
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o

4pemitted to be cha.rged under the California Usury I.aw, ox any
similar law, establishing the maximm rate of interest that can be
chaxged to, or received from, a borrower. |

7. Edison shall file the reports required by Gemeral Order
Series 24. | | -

8. Edison shall use the proceeds fron the sale of its
Arizona PC Debt Secm::[ties for the purposes specified in t:he |
application. | _ ‘

9. 'rhe authority granted by this order to issue Arizon.a PC
Debt Securities shall become effect:t.ve when Edison pays $52 150
the fee set by PC Code Sect:ion 1904(1:»). Ina.ll o‘qher'respec;ts.» B
this order is effective today. | o

‘!0. This a.pplication is 3ranted as set forth above.

‘Dated NOV 784 L. San Rancisco Califomia..‘
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