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Decision
BEFORE THE PUBLIC UTILITIES COMMfSSION OF THE STATE OF CALIFORNIA

Application of SOUTHERN CALIFORNIA EDISON ) ﬁh neﬂr‘ f\ﬂ
COMPANY to issue, sell, and deliver one or ) L ,m*H_
more series of Debt Securities and to ) ”ljUUk_n.Juth' :
guarantee the obligations of others in )
respect of the issuance of Debt Securities, )
the total aggregate principal amount of such )
indebtedness and guarantees not to exceed )
)
)
)
)
)
)
)

Application 88-01-0015 o
(Filed January 4, 1988)

$300,000,000; to execute and deliver one or
more indentures; to sell, lease, assign,
mortgage, oOr otherwise dispose of or
encumber utility property; and for an
exemption from the Commission’s Competitive‘
Bidding Rule. . (U 338-E)

QRINIQN
Sumpaxy of Decisiopn
This decision grants Seutherﬁ Califofnia Edison Cbmbany
(Edison) the authority requested in its application ‘and related
proceedings to issue, sell and deliver one or more ‘series of Debt
- Securities and-tovzuaranzee‘the obligat;ens.o! e;hers in connec~e
' ton with the issuance of debt. securities. |

Edison‘requestS»euthorit&;;uhde:”Public-Utilitiesf(PU)

Code Sections 816-818, 821, B30 and 851, for the following:

1. To . issue, sell and deliver one or more.
series of First and Refunding Mortgage :
Rords (Bonds), debentures, overseas indebt-
edness, foreign -securities and notes
through public offerings or private place-
‘ments and o entexr’ into loans, :

To fully zuarantee the debentures, over-
seas indebtedness, foreign securities,
notes and loans of a direct or indirect.
subsidiary of Edison (Affiliate) that is
‘engaged in activities regulated by the ‘
Commission, the proceeds of which indebted-
ness may be lent to- Edison.or to another
Edison Affiliate. o
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. .

To provide that the aggregate principal
amount of First and Refunding Mortgage
Bonds (Bonds), debentures, overseas indebt-
edness, foreign securities, notes and loans
(to be collectively referred to as Debt
Securities) issued by Edison or issued by
Affiliate and guaranteed by Edison shall
not exceed $300,000,000;

To use the net proceeds from the Debt
Securities to reimburse its treasury for
moneys previously expended for capital
improvements and to retire or refund
securities previously issued; -

To guarantee unconditionally or otherwise-
secure the obligations of one or more
political subdivisions (Authority) in
respect of their issuances of debt for
pellution control and sanitary and solid.
waste disposal or othor eligible facilities
financings,

To execute and deliver an indenture or
supplemental 1ndenture in connection with
any proposed issue of Debt Securities.

To sell, lease, assizn. mortzaze or
otherwise. dispose of or oncumber utility
property; .

To have thesissuance~of certainlDebt1
Securities exempt from the requirements of
the Commission s.Competitive Biddinz Rule:;
and .

To bo.allowedﬁa,modificationfo! the

Commiszaion’'s competitive bidding requirements

to permit Edison to shorten the period of time
between the issuance of an invitation for. bids

and the scheduled receipt of bids to a period .
which is the shortest time reasonably required

in: order to obtain a sufficient number of bids
from underwriters, purchasers or other groups; «
to accelerate, postpone .or .cancel the scheduled.
‘date and time for the receipt of bids; to

reject all bids- -submitted: to request the
',resubmission o! bids and reschedule '
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subsequent receipts of bids and to vary the
amount, terms and conditions of the Debt
Securities submitted for bids, all without
newspaper publication.
Notice of the filing of the application appeared on the
Commission’s Daily Calendar of January 7, 1988. No protests have

been received.

Edison, a California corporation, operates as a public

utility under the Jjurisdiction of this CommisSien Edisen
generates, purchases, transmits,: distributes and sells electric
energy in portions of Central and Southern California

For the nine months ended September 30 1987, Edison
reports in its Statement of Income that’ it zenerated total operet-~}"‘“-
ing revenues of 34,102 719,000 and: net.inGOme ot 5605 715,000
shown as part of Exhibit A attached to the application.‘ For the
12 months ended September 30 1987 Edison reports that it gen—‘
erated topal‘operating revenues of $5,413,332,000 and net.income
of $764,238,000. o -

Also shown as part of Exhibit Ais Edison s Balance
Sheet as of September 30, 1987, summarized as follows-., .
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Assels

Net Utility Plant

Other Property and Investments
Current Assets

Deferred Charges

Liabilities and Eguity

Common Equity
Preferred/Preference Stock
Long-Term Debt

Long-Term Oblizations
Current Liabilities
Deferred Credits

Topal_

Amount

$11,522,414,000
342,256,000
1,839,651,000
639,790,000

$14,344,111,000

644,616,000
4,499.518.000
2,812,473,000

$14,344,111,000

Debt Sequrities

Edison seeks aﬁthbxization to issue Debt Securities

directly and/or to fully kuarantéé Debt Securities issued by

Affiliate. If Debt Securities are issued by Affiliate, the
proceeds may be lent to Edison or to another Affiliate., The
princip&l amount and the terms and conditions of each issue o£
Debt Securities will be determined by'Edison s managemenp and/or
board of directors. accordinz to-market conditions at the time of
sale. | o
In its letter dated January 21, 1988, Edison informed .
the Commission Advisory and Compliance Division (CACD) tham the -

term ”Azriliate , as used in the application, is intended to-rorer

only to direct~or indirect.subsidiaries ot Edison that are regu-.W,'

lated by the Commission. Tho proceods.of Debt Securitios issued

by Affiliate and zuaranteed by Edison would: be used only for

e
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purposes authorized by the PU Code and would not be lent to any of
Edison’s nonutility affiliates.

Each issue of Dedbt Securities may contain a provision
allowing it to be redeemed, or repaid, prior to maturity. An
early redemption provision may allow the Debt Securities to be
redeemed or repaid only after a certain re;ttict;ve period. In
either case, the Debt Securitiesfwouldrbevredeemable«at a premium
over par er at a stated‘priee. )

Debt Securities may bear a fixed or floating rate of
interest and may be issued at par or with‘an“origiﬁal‘issue dis;‘
count or premium. Edison will notify the Commission by letter.
promptly after the date of issuance of any Debt Securities. of the”

terms and conditions-of those Debt Securities.

With the exception of medium-term notes, each series of o

Debt Securities is expected to have a maturity of between one yeax

and 40 years. Medium-term notes are expected to~have a matuxity

of between nine months and 40 years

With the exception of the Bonds (as defined: below) and

direct loans, each issue of Debt Securities may be issued under an.f!e

indenture to be delivered o the trustee for that issue. -The.

1ndenture nay “be a supplemental indenture to a previous‘1ndenture..f{f'.

The indenture would set~torth the terms and conditions of each

1ssue of Debt-Securities and may 1mpose certain covenants upon

Edison or.A:filiaxe.
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The following describes in greater detail the types of

Debt Securities that may be issued:
A. Secured Debt Securitdes (Bonda)

Security for the Bonds may be included in the form
of a lien on property in the form of First and Refunding Mortgage:
Bonds, a letter of credit, a standby bohd‘purchase agﬁeemont, an
insurance policy provided by‘g third party orléhrouzh other credit o
enhancement arrangements. These credit énh&ncemehts may be in-
¢cluded to reducevintorest cost or impfd@é othér credit terms.

The Bdnd& will be iisued-in &céordance with that certain
trust indenture dated as of October 1, 1923, " which heretofore has
been filed with the Commission.: The supplemental indenture de-
livered in connection with each seriQS-of Bonds will be in the o
form consistent with 3upplemenxal indentures previously filed with )
the Commission. '

Bonds may be sold¢t§ either domestic or foreign

investors. Bonds may be sold‘to—under§r1£ef5 or“may be sold

directly to investors either: with, or without, the. assistanco of a ﬂ

private placement agent. Bonds may be rezistered with the Securi-"}

ties and Exchanze Commission (SEC). depending.on the method of
offerinx and sale.. Bonds may be listed on tho ‘stock exchange.
In condunction with the 1ssuance of Bonds Edison may

enter 1nto conzractual azreements whereby a third party will
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provide appropriate credit facilities as security for Bonds. The
cost of the credit facilities will be included in determining the
overall cost of Bonds.
B. Unsecured Debt Securities (Debentures)

Edison anticipates that, from time to time, Edison or
Affiliate may wish to preserve their capability to issue Bonds
for future financing flexibiiity‘er because the financial markets
may not place a sufficient premium on security for its use to be
advantageons. In.these circumstances, or based upon other mnrkeﬁd‘
conditions, Edison or Affiliate may issue Debentures. |

Debentures may be sold te either domestic. or foreign,,
investors. Debentures may be sold to underwriters who in turn |
will offer the Debentures tolinvestors or may be sold directly te ':V‘
investors either with, or without, the’ assistance of a placement |
agent. “The Debentures may be resistered with the SEC. The Deben-  t:A
tures may be listed'on‘a stockrexchance. )

Overseas Indebtedness will be issued and sold ultimately

to foreign investors and will likely be denominated in U. S. dollars;g :l

This type of financing can be advanzazeous when foreign demand for
dollar-denominated. securlties-is hizh Overseas Indebtedness
would be issued and sold only-when these issuances result-in an
overall cost of- money" to Edison or A!!iliate lower than issuan- |

ces of comparable domestic debt securities 1n the U.S. market.
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D. Foreian Currency Denominated Securities
(Foreign. Securitias)

Edison or Affiliate may issue Foreign Securities with
the payment of interest or principal, or both, denominated in &
foreign currency. Foreign Securities may be sold to foreign, or
domestic invest?rs. and may be denoninated in any major idreizn‘,
currency including, but not limited to, Dutch guilders, Austrian
schillings, British pounds, Ftenéh’francs, German marks. Austra-
lian, New Zealand or‘Canadiﬁn dollars, Japanese yen, Swiss :rdncsv
or European Currency Units. Foroign'Socurities will be issded |

only if the borrowinz costs, 1ncludin¢ all transaction and foreign

exchange contract costs, are lower than a compaxable U.S. dollar R

financing.

Edison or Aftiliate will enter into—one. or a series
of, forward contracts by which a counterparty-will be obligated to
pay Edison or Affiliate the foreizn currency tor debt servicing.
In exchange, Edison or Aifiliate will pay a counterparty-v.s
dollars based on a pre-determined !ormula. This contract would‘be
with a major tinancial intermediary-(like a commorcial bank) or
directly-with a principal in need of U. Sw dollars. Thc cost of
the forward contracts will be included for determininz the overall
cost of Foreian Securities. -

Notos may'be offered on a continuous or periodic basis. |

Notes may bo sold privately. or publicly; in- the domestic or

foreicn capital markets. If,soldfin‘toreitp capital maxkets,

e
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Notes may be denominated in U.S. dollars or in foreign curxrency.
If Notes are denominated in a foreign currency, Edison or
Affiliate will enter into a separate contract whereby its debt
servicing would be coaverted to U.S. dollars.

Notes may require registration under the federal .
securities laws by the filing of a :exisﬁretion statement which
includes a prospectus, an indentufe-andgother documents. Notes
may be issued as part of a‘pfozremwon'aﬂcoﬁtinuous or periedic
basis. Edison or Affiliate ﬁey‘sell Noﬁee‘throuzh a placement
agent who markets Notes on a reasonable efrortelﬁesis. Edison or
Affiliate may also sell Notes to underwriters who in turn offer
Notes to investors or mey sell Notes directly to 1nvestors.
Notes may be listed on a stock exchenze-u o

I2 Notes are sold through e‘plecementwagent, at least
two agents will be used tO'ensufe'eempeﬁitiﬁe pri;ing. Besed on.
market conditions and’ consultation with the placement azents..
Edison or Affiliate would determine the interest rates at which
it would be willinz to issue Notes. of various: maturities. The
placement~axentsAwould be notified ot those interest rates. The
rates can be continuously updeteduto-retlect chnnsinx market |
conditions and Edison’s or Affiliefe’e‘demenHQIOr !ﬁnde;

F. Direct Loans (Loans)
Edison and Affiliate anticipate that, from time to time,

it may be advantageous to‘boxroﬁ directl?tf:emrbanks. insurance

companies orvqthef‘tinancial 1nstitutio§s.¥ Edison ox Affiliate

YR




‘A.88-01-001 CACD/KLH

would enter into these Loans only when the Loans were designed to
result in an overall cost of money lower than that available
through the issuance of alternative debt securities.

G. Notice Regarding Foreign Securities and Notes
Denominated in a Foreign Currency

Edison is placed on notice, by this decision, that the
Commission will review the reasonableness of the effective inter-.
ost rates for Foreigﬁ Securities and Notes issued by Edison and/or :
Affiliate in a foreign denominated currency. Any rdductions in
the effective cost of money rgsﬁlting‘fromvéurrency value f;ucﬁua-;}
tion will be passed on to‘Edison%s.ratepayerﬁ-in fuﬁure ratem@kingj
proceedings as a reduction of thencdst:of‘monéy for all Deﬁt

Securities in Edison’s capital structure. Any 1osses'incurred by73

Edison and/orx Affiliate as a result of currency value fluctuationsf

on the redemption, refundinz or conversion of any of its Debt -
Securities will not be passed on ;o:the;ratepayers in‘future\raﬁglﬁ"
 proceedings as iﬁcicases ox the cost of mohéy of all Debt SocufiF‘y‘
ties in Edison's gapi@al siruétgre}' -
) i o S
Edison requests authorization to 1nclude at its’
discretion one or a combination of’ the followine additional
features in Edison,s or Affiliate s Debt Securxties. These :
features will be used as appropriame to improvo tho terms andu‘

conditions of Edison's and/or Atfiliate s Dobt Securitics and to
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lower Edison’s overall cost of money for the benefit of its
ratepayers.
A. PRut Option

Edison anticipates that, from time to time, the cost of
Edison’s or Affiliate’s Debt Securities may be reduced by the
inclusion of a put option. This weuld‘sllew the holders of Debt
Securities to require Edison er“Axtiliate £6 repurchase all or

a portion of each holder s securities.' This is the reverse of a

call provision whereby Edison or Affiliate would have ‘the. rizht to~@+g

force the'bondhelder to sell the‘bopds back to the company. Bond- .
holders are wili;ng to accept a‘leﬁers;nterest rate in exchanke 
for the protection that a put option offers. them.
B. Sioking Fund | o B

Edison anticipates that. from time te time. the cost of“‘
Edison’s or Affiliate s Debt Securities may be reduced by'the \:«.1.e‘”.”:j
of a sinking fund. Historically, for. issuers of high credit
standing, theltisencisl marketplace has net.valuedqthe sinki;¢<e
fund option sufficiently for its use. Hewerer; ‘Edison andVAffil-‘«“
iate wish to preserve ‘the ability, to use this option. should a
market preference develop. ‘

A sinkinz fund may operate in either ot two ways: ]
(a) Edison or Affiliate may set aside a sum of money periodically-~*ﬁ

=50 that, at the maturity date of the bend issue, there is a- pool

of cash available to redeem the issue. ox (bo Edison or A!filiate Y

mayfperiedically redeen a specified-portion ot«the bond‘issue. ‘In¢f7~f&f

_11-ﬂ
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this way, at the maturity date of the bonds, less than the
original face value of the bond issue will remain outstanding.
Typically, Edison or Affiliate would have the right to meet its

sinking fund oblizations by either calling a certain number of

bonds, or purchasing thé bonds, in*the3open narket..

C. JTax-Exempt Feature _
Edison anticipates that; fromQtime t6 time, the cost of
Edison’s Debt Securities may be reduced by placing the securities
with an Authority and unconditionally guaranteeing, or otherwiac_
securing, the. Authority’s'obligationi in»IQSPCct of iﬁs issuances
of tax-exempt dobt in connection with the financinc of Edison s
.facilities. Edison anticipates,usinz the tax-exempt option when-\' :
ever its facilities qualify for tax-exempt financinz undexr federal-*
law. In order to obtain the benefits-of tax-exempt financing for
pollution control and sanitary and solid waste disposal. or other
aligible: facilitios, Edison proposes to'encaze in one, or more.
financings with an Authority. Edisen contemplates that the pro~
posed financings would be 3£ructuredvsubstant1aliy as follows:
(1) An Authority would issue and sell one, or

more, series of its bond.s, notes, deben-

tures or other securities  (Authority

Bonds) (plus acecrued interest) to a group

of underwriters who would ultimately mar-

ket thoso Authority Bonds - to-invcstors.

Concurrently with the sale and delivery of

these Authority Bonds, - Edison would enter

into a loan agreement, or other security
azreoment with the Authority. oxr. would
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enter into an Installment Sale Agreement
with the Authority under which pollution
control facilities would be conveyed to
the Authority in consideration for the
proceeds of the Authority Bonds, and the
facilities would subsequently be recon-
veyed to Edison in consideration for
Edison’s Debt Securities. The operation
and control of the facilities would remain

with Edison, or the project operator, at
all times; and

Concurrently with the sale and delivery of
these Authority Bonds, Edison would issue
and deliver to the Authority, in' comsid-
‘eration of the Authority’'s obligations set
forth in (2) above, Edison’s Debt Securi-
ties (plus accrued interest)- (the terms
and conditions of this indebtedness to be
substantially consistent with the terms
and conditions of the Authority Bonds) or
would unconditionally guarantee, or other-
wise secure, the Authority'"s obligations
in respect of the Authority Bonds. All
rights, title and interest of the Author-
ity in Edison’s Debt Securities would be
assigned to a trustee under an indenture -
pursuant. to which the Authority Bonds would
have been issued, as security for the
purchasers of the Authority Bonds.

D. Harrxants

Edison anticipatesvthat. trom-time‘to-time, the cost of

Edisen’s or Atfiliate s Debt Seeurities may‘be reduced oy

attaching warrants to the securities Each warrant would entitle

the holder to- purchase an additionel bond, or debenture, with pre-

established terms and conditions (Debt Whrrants) or to purchase a"ﬁ'gef
- share ot commonAstock (Stock,werranxs) The bond or debenture, to -
 be issued upon. exercise of a Debt Warrant~wou1d bear'interest at a .

pre-established ‘rate and would mature at a pre-established time.‘J;ﬂ

No additional underwritinz fees would be 1ncurred upon exercise o:
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the warrants. Debt Warrants would most likely be exercised if
interest rates decline below the pre-established rate and would
most likely expire unexercised if rates remain above the pre-
established rate. Stock Warrants would most likely be exercised
if the common stock price rose above a pre-established price and
would most likeiy expire unexercised if the common stock price
remained below the pre-established price. Edison believes there
are intervals when investors over-value warrants to the advantage
of the issuer. The highef thé value'placed on the warranﬁs. the
greater the potential savings ﬁovratopayers. .Evon if the warrants a
are exercised, ratepayers could-still-realiZe'sav;ngs‘because of;
the premium received fromtthq”s#le of‘the"@arrants.
Interest Rate Protection

In normal market-condltions, VariabIO"interest rate debt 5

initially carries a lower interest rate than comparable fixod rato :pTJ ‘~ﬂ

debt. ~ However, there is-the pos&ibility that the variable rate
¢could increase so that the average variable rate is hizher “than
the fixed rate. In order to reduce’ ratepayers, exposure to

interest rate fisk, Ed;son o? Affiliatp may‘nezotiate some type -

of maximum rate, usualiy called‘a’"c&b“ VIn5that'case,?even if"“

variable rates increase above the cap or. coilinz rate. Edison,

or Affiliato, would only pax_the.ceilinz_rate- In addition to' thejf } ﬂ7'”

ceiling rate, sometimes“thevcountefpaxty to'the,contract,dosires

to have a "floor” rate. In thé eieht that thé variabie’rate'falls;f_%%; 

below the floor rate. Edison or. Affiliate would pay the floor

=14~
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rate. The floor and ceiling rates are called "interest rate
collars” because the interest rate fluctuates within a band which
is negotiated between Edison or Affiliate and the counterparty.
This protection for variable rate obligations is not unlike pro-
tection negotiated by consumers for variable rate home mortgages.
I ¢ Rate S 1 Optd g

Edison, in its letter dated Janu#ry 21, 1988, withdrew
from its applicatidn. the request for authority to enter into
interest rate swaps and options on swaps (to be collectively
referred to as Swaps). Eéison'stﬁtes, in its application, that av
Swap is a contract whereby interesﬁ ?a&ment#-o# one basis (for
example, a fixed interest rate) are comverted to an§th9r
basis (for example, a floating interest rate). To accbmplish‘
this, the Swap contract would roquire Edison, or Aztiliate, w0
make interest payments to a counterpartr on ome basis and require
the counxerparty to make inxerest payments to Edison ox Aifiliate
on the other basis. |

We place-Edkson on notice that under this request they
are not authorized to enter .into Swaps without Commission
approval. Further, Edison, in futuro proceodinzs will need to
request‘Commission authority to ‘enter’ into'contracts for interest
rate Swaps and options on Swaps.

Exhibit A to- Commission,Resolution F-616 dated October 1.\ 

1986 states, “Securities privately placed with specific lenders

| -1..5','
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and bank term loans obviously must be negotiated. Competitive
bidding is not presently available in European or Japanese markets.
Certain tax-exempt pollution control bonds have terms which are
specifically negotiated. Variable interest rate debt is normally
completed on a negotiated basis. It is reasonable that these
types of debt instruments should be‘exempt from the_Competitive

Bidding Rule”. Moreover, Notes are sold through a plecement‘acent |

on a reasonable efforts basis in a manner'analogous‘tofthat-uoedv“ :

for commercial paper. Therefore. Edison requests an exemption ;‘"

from the Competitive Bidding: Rule with respect-to—obtaininz Loans.u-xij, -

issuing variable rate Debt Securities and issuinz Overseas
Indebtedness, Foreign Securities and~Notes. However, fixed-rate
Bonds and Debentures .sold publicly in the domestic market will be’
offered through competitive bidding , o
In addition, to provide added . flexibility to~take advan-o.
tage of market opportunities. Edison requestsrthat the Commission i

modify its Competitive Biddinz Rule to pormit Edison to use the
following procedure.s~

1. 'To shorten the period of time between the
issuance of an invitation for bids and-the
scheduled receipt of bids to a period.
which is the shortest time - reasonably.
required in order to obtain a sufficient
number of bids from underwriters, or -
purchasers or groups-thereof. (which time.
period may be as short as a teW‘hours).
and . ‘
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To further modify the Competitive Bidding
Rule to permit Edison to do the following:

a. To accelerate, postpone or cancel the

;chedulod date and time for receipt of
ids,

To reject all bids submitved,
To request the resubmission of bids,
To reschedule subsequent recelipt of
bids, and
To vary the amount, terms and
conditions of the Debt Securities
submitted for bids.

All of the above to be withoqﬁ newspaper publication.

The CACD has reviewed Edison’s"requeéts and reasons for ‘Q~.fiaW“"

further modification of the Competitivo Bidding Rule- as moditied
by Resolution F-616. The CACD has determined that Edison has made
a compelling showing that the exemptions requested are warranted
and recommends that Edison’s requests-be zranted.‘ We will accopt

the CACD’ recommendation

We. place. Edison on notice that in its next general raxo

proceedinx before the Commission. the reasonableness of the inxer-iw '

est rate and cost of money resultint from the issue of Edison s
and Affiliate’s Debt Securities will be closely scrutinized,and
may result in a. disallowance of the interest expenso. if it~is g
dctormined that the cost of money incurred was not prudent. ‘We
will also require Edison to provido us withAa showing of why

Edison.believos that the resultinc interest rate and cost o! money

were advantageous to Edison and its ratepayers_ ‘We will require B

this showinz within a reasonable period ot timo after issuance.. ofly,.

its Debt Securities. ;' 3 - o _u,,fﬁ_wh
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Use of Proceeds

Edison proposes to use the proceeds from the lssuance
and sale of its Debt Securities, or the proceeds lent to Edison
from the issuance and sale of Debt Securities by Affiliate (other
than for payment of nccruednintorest) (1f any) and after payment1
or discharge of obligations incurred for oxpensos‘incidcnt to
their issuance and sale to roimburse Edison for money it has
actually expended from income’ or from any other money in its
treasury not secured by or’ obtained from the issuance of. stocks
stock certificates or other evidencos of interest or ownorship.h

or Bonds, Notes or other ovidencos of Edison s indebtedness for

the acquisition of property or for the construction. completion.ff

extension or improvement of Edison facilities‘exclusivo of main-—
tenance of sexrvice and’replacements*an&/o£‘for*ﬁhe”rotiremention
the refundinx of securities previously issued nnd upon whicb
Edison paid the. fees prescribed by PU Code Section 1904(b0 Thoi
amounts so reimbursed will become a pnrt o! Edison s general
treasuxry funds. '

. ,

Edison s capital ratios reported as of Soptember 30

1987 are shown bolow as recorded and adjustcd tofzivo pro- to:ma i*f

effect to the transactions that follow:
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Component

Long-Term Debt
Short~Term Debt

Total Debt

Proferred/Freference
Stock 5.9
Common Stock . : _40.2

Total ‘ 100.0% : 100.0%

The proposed sale of up to 3300 000,000 aggregate
principal amount of Edison s Debt Securitiea,

The authorized but unissued 8260 000 000 aggregate
principal amount of Edison’s Debt Securities
(Decision (D.)B86-06-056 dated June 25 1986 in
Application (A.)86-05~004); -

The authorized dbut unissued $134,700.,000 aggregate’
principal amount of Edison’s Debt Securities
(D.86-02-037 dated February 20, 1986 extended by
D. 87 12-013 in A.85-12-049);

. The authorized but unissued $100,000,000 aggregate
. principal amount of Preferred/?reference Stock
(D.92933 dated April 21,1981 extended by
D.87-05-001 dated May 13, 1987 in A.60331);

The authorized but unissued $182.250,000 aggregate
amount of 6,000,000 shares of Edison’s Common ‘
Stock (D.93677 dated- Nevember 3, 1981 extended by
D.86-12-012 dated’ December 3, 1986 in A. 60926).

The proposed issue and’ sale by an Edison Affiliate
of up to $589,600;000 aggregate principal amount
of commercial paper or other forms of short-term
debt instruments for nuclear fuel purchases -
(D.87=-05-059 dated Hay 29, 1987 in A.87- 03-008),

The potentiel sale of up-to-$47 062 500 aggregate
amount of 1,500,000 shares of Edison’s Common
Stock under a. Lonz-Term Incentive Plan

(D. 87-07-010 deted July &. 1987 in A. 87-05~005).
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The proposed issue and sale by Edison of variable
interest rate debt instruments and/or the guaran-
tee of the debt securities of another t¢ finance
Regulatory Balancing Accounts in an aggregate
principal amount of up to $400,000,000 D.87-09-050
dated Septembex 23, 1987 in A.87-07-027);

The issue and sale of $100,000,000 First and

Refunding Mortgage Bonds, Series 871 in November

1987 (D.86-02-037 dated February 20, 1986 in

A.85-12-049); ‘

The issue and sale of $40,000,000 Pollution

Control Bonds in December 1987 (D.86-06-056 dated

June 25, 1986 in A_86-05-004).

The retirement of. 350 000, 000 First and Refunding

Mortgage Bonds, Series P.in November 1987 (D.64384

dated October,lS.“lSSS‘;n A.44812); :

The retirement of 375,000,000 of Eurobonds in

November 1987 (D.82-06-011 dated June 2, 1982 in

A.82-05-01); and : _

The sinking fund redemption of 31,500,000 of

preferred stock, 7.80X Series in November 1387

(D.88031 dated October 25, 1977 in Au57572”.

Edison is placed on notico. bY this decision. that the
Commission does not find that-Edison s capital ratios or the
inclusion of short-term debt»in 1ts capital structuro is neces-

sary or reasonable for ratefixinz purposes Theso are issues
which are normally tested in zeneral rate or rate base offset
proceedings.

Constryction Budgets

Edison’s construction budgets for calendar years-198&; q;,'”";

1989 and 1990 amount to about $2,413,000,000, estimated as of
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December 17, 1987. Major classifications of the total budgeted

construction are summarized as follows:

Components 1988 1989 1990
(In Millions)

Electric Generating Plant : $238 8219
Electric Tranasmission Lines .

and Substations . 186 121
Electric Distribution Lines o

and Substations T 358 357
Other Expenditures ' £4 L&

Total 19 3846 2763

Less: Allowance for Funds Used" ‘ '
During Construction _45 35 _35

Funds. Used/Requifed for 4 : :
Construction Expenditures - 3874 3811 . $728

Edison is placed on notice tham by this decision. the
Commission does not find that Edison s construction budgets are
necessary or reasonable for rate!ixinz purposes. .These are issues

normally tested in zeneral rate or rate base of!set proceedinzs.‘ "
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Cash Beguirements Forecasts

Sonponents: 1988 19889 1980
{In Thousands)

Funds Needed for Comstruction , R

Expenditures ’ $ 874,000 $ 811,000 s 728,000 ..
Bond Maturities and Redemptions 177,639 134,016 373,261
Bond Sinking Fund Requirenments 5,250 5,250 5,250 .
First Mortgage Bonds (Calectric) 12,000 0 12,000
Preferred/Preference B
Stock Retirements: ‘ \ '

$100 Cumulative Preferred Stock 11,863 , 11,738

$25 Cumulative Preference Stock 28,864 0 0
Short-Term Debt Qutstanding

at the Beginning of'the,Year Zi.QQQ. AQQQQQi ‘ lQZ.QQQ §;f
Subtotals $1.130,616 $1,008.129 | 31,232,249 .

Less: Estimated;lnternal | : ‘ ¥ : S T
Cash Generation 838,000 - __832.000 __ﬁ&l*QQQQ

Additional Funds Required : , L
From Externsl Sources $ 591,616 s 176}129’ 3- 351 249“;

The CACD analyzed Edison s cash requirements foxecast
for 1988, 1989 and 1990 provided to the Commission in Edison s
_Supplemenxal Data shown as Schedule III CACD has coneluded thaz ﬁf"uw~
internally generated funds-will provide about 48% or 3539 000,000. ‘
of the capital requirements in 1988. 83% or 8832 000, 000 in 1989
and 71% or $881,000,000 in 1990.. ﬁdison will require additional
funds from outaide sources amounting to 3591 616 000 in 1988 -
$176,129,000 in 1989 and $351,249,000 4n 1890. CACD concludes ;;'f‘“
that the proposed sale of Edison s or A!filiate s Debt Securities &  tf:,
is necessary to help meet forecasted cash requirements which’ o

includes capital expenditurps.
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CACD has reviewed the application and has concluded that
the proposed sale of Edison's and/or Affiliate’s Debt Securities
is reasonable and that the authority should be granted.
Findings of Fact

1. Edison, a California corporation, operates as a public
utility subject to the Jjurisdiction ot this Commission.
2. Edison withdrew the requestrfor authority to enter into

Swaps.

3. The proposed Debt Seeurities*wouldfbe for proper

purposes. _

4. The money, property or labor to be procured or paid
for, by the proposed Debt Securities is reasonably required for
the purposes specified in the application._ :

5. Transactions, which relate to obtaininz Loans, issuing
variable rate Debt Securities and issuinz Overseas Indebtedness.
Foreign Securities and Notes. should not be. required tolbevmade |
through the Commission s Competitive Bidding Rule. Wiﬁh respeetiﬁ“‘y
to fixed-rate Bonds and Debentures sold publiclr in the domesticé.'ﬁu
market, it is in the public-interest to-modify the Commission s

competitive bidding requirements to'permit Edison to shorten.the

Period of time between.the issuance of an invitation for bids and’ ,\?,‘ "ﬂ

the scheduled receipt of bids to a period which isrthe shortest

time reasonably required in order to-obtain a su!!icient number ot -

bids from underwriters. purchaserslor ¢roups thereo!. Edison may,d‘\‘

accelerate, postpone or cancel the scheduled: datevand time for

_23,_
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receipt of bids, request the resubmission of bids, reschedule
subsequent receipt of bids and vary the amount, terms and condi-
tions of the Debt Securities submitted for bids, all of the above
to be without newspaper publication.

6. It is proper to amortize the unamortized costs asso-
ciated with any refunded securities and the premiums paid for the
refunded securities over the life of the new Debt Securities.

7. It is proper to determine the reasonableness of the

effective interest rate incurred for any'Debt Security issued in a °

foreign-denominated currency and to use that’ rate. for ratemakinz
purposes, as the maximum embedded cost of money in future rate
proceedings.

8. It is proper for ratehekinz—purpeses that any reduciion“ -
in the effective cost-ot money resultinz from currency value‘"

fluctuations on«Debt Securities issued in a foreizn-denominated

currency be passed on to ramepeyers in future rate procegdings as ﬂ[ PN

a reduction in the cost of money for all Debt Securities.

9. There is no known oppesition‘end therediS-ne'reason‘no
delay granting the authority requested. |
anslnnignn_gz.Lnx‘

1. A public hearing’is net.necessary.

2. Edison, in this proceeding, is not.authorized to enter =

into Swaps.

3. Edison, in future proceedinzs, must«reqnest authority toff-m“

enter into contracts for interest rate swaps and- options on swaps. ﬁfgf

"_2¢__




4. The application should be granted to the extent set
forth in the order which follows.

The proposed Debt Securities are for lawful purposes and
the money, property or labor to be obtained, or paid for, by the
Debt Securities is required for these purposes. Froceeds from the
Debt Securities may not be charged to operating expenses or
income.

The +ollowin§ order should‘be‘effective on the date of
signature and payment of the fee set by PU C§d§~Section 1904.i'to-
enable Edison to—isQQe its Debt Securities expediticusly.

g&gg&"

IT IS ORDERED that:

1. At any time or times after the effective date of this’

order and prior to;June S0, 1990, Southern Cal;fornxa Edison

Company (Ed:son) may 1ssue, sell and del:ver one or more series 04 i

its F;rﬁt and Refund:ng Mortgagn Bonds (Bonds),'Debentures, Over—

sSeas Indebtedness, Forelgn Secur;tzes ‘and Note5' enter into Loans, J

fully guAr' Qee the Debentures, Ovnrseas Indlbtedness, Forexgn

Securities, Notes and Loans of a requlated Aflexato, the procaeds o

of which may be lent to Edison or to»another‘regulated~Afi;lxate;

and/or guarantee uncdnditionally, or otherwise socure,-thé‘obliga-f‘m-‘

tions of one or ‘more Authorxt;es 1n respect o& their issuance o+

Author:ty Bonds fur pollut;on control, and sanxtary and solxd

waste disposal or cther eligible facxxxtzes.‘ Those Debt Securz-.:W“'"'

ties may include one, or a comblnat;on, of the featurcs to_enhan;e}ﬁ
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Debt Securities as set forth in greater detail in the application )»”~
and related proceedings, and will be issued upon terms and condi-

tions substantially consistent with those set forth in, or contem~
Plated by, the application and any letters, documents, exhibits or
information submitted to the Commission or,ﬁo the Commission

Advisory and Compiianée-Division (CACD) with these'proceedi#gs.

The total aggregate principal amount of issuances of Debt Securi- _
ties and guarantees which may be made under the application shall n“H

not exceed $300,000,000.

2. Edisen may execute and délive:‘an'indenture,'or onef o
or more. supplemental indentures, and sell, léase. assign, mortgaée [
or otherwise dispose of, or encumber. utility property in connec-“

tion with the 1ssuance and sale of any cht Sccur;ties hereunder.‘“ f”'

3. Edison may issue, sell and deliver Debt Securities by

public offerings or private placemgnts.'

4. Edison's proposed issuance aﬁd‘;&le:of‘variable rate
Debt Securities, Overseas Indébtedness,‘Fdfeigﬁ'Secuiities; Notes.-
and Loans are exempt from the requirements of the Commission s
Competitive BiddingARulc,

5. Edison may‘shorten the péxiod‘of‘time‘between the
issuance of an invitati§n for bi&s and thé §Chedu1;d'£cceipt of
bids to a period which is the shortest timc reasonably required in
order to obtain a suffzcient number of bids from underwritcrs,
purchasers or groups thercof.- Edmson may accelerate. postpono or

cancel the schedulod date and time for recoipt ‘of bids, regquest

-26-




*A.88-01-001 CACD/KLH

the resubmission of bids, reschedule subsequent receipt of bids
and vary the amount, terms and conditions of the Debt Securities
submitted for bids, all of the above to be without newspaper
publication. ‘

6. Edison shall apply the proceeds of the indebtedness
authorized for the purposes ﬁpecified‘in the abpiic#tion.

7. Within 30 days after awarding the contract for the sale
of Debt Securities by competitive bidding, Edison shall file a
written report with the'Cbmm;ssibn. showinz-fbr‘ogch bid received, .
the name of the bidder; the price, the interest rate And-thq‘c§a£  :
of money to Edison based on the price and inxerest rate. | |

8. If the Dedbt Secuxities are sold by means of a public
offering, Edison shall file with CACD three copies ot its final
prospectus pertaining to-the Debthecuxipios. as soon as
practicable, after iho prospecﬁus 1s‘availablo.

9.. Within 30 days atter the 1ssuance and sale of any series
of Debt Securities by means. of nezotiated undorwritten public

offerings or nezotiated private plaCements, includin¢~commorcial

bank borrowings, in either the domestic or foreign markets. Edison,;ﬂf

shall filo with CACD a report showinz why\the resultins~1nxerest ‘ﬁ‘j

rate and cost of. money~were the most,advantageous to Edison and
itsrratepayors.

| 10. It Idison entera inxo-contractual azreements to induce

third parties to provide credit enhancements in conjunction with

the issue and- sale of Debt Securities, within 30 days after the

27—
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issuance and sale of any series of Debt Securities, Edison shall
filg. with CACD, a detailed listing of the costs of the credit
enhancements and a report showiag whygEdison‘bclievcs the cost of
money and cost of the credit enhancements were advantageous to
Zdison and its ratepayers. )

11. Edison shall file the reports required by General Order
Series 24. |

12. The application is granted as set forth above.

The authorlty granted by this order to issue Debt
Securities wilx becone effective when Edison pays $111,100, the
fee set by Public Utilities Code Section 1904(b0-afte: taking
credit for the retirement 01'337,500ﬂ000 of 11-1/2x Guaranteed
Debentures and $7,400,000 of First and Refundins Mortzaxe Bonds. :

This order is effective today.l '

Dated ___ MAR'NQ 088 v at: San Franc:sco» California.

STANLEY W. HULETT = -
President - !
DONALD VIAL .~ . "
] | FREDERICK R DUDA|
C. MITCEELL WILK .
JOHN B. OHANIAN® -
Cmnmhmmwnwj

"‘”

TPUBUC UTILTIES. CONMISSION
CSTATE OF CALIFORNIA

" c::a?"v THAT 'rws' occ:svon ‘
WAS_ALPROVED BY THE A‘C‘.«OV'-‘
Cclvu‘v‘.sS:ON—ﬂs TODAY S

01@&:4’

Vicior Weissor, Executive D:rocror
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4. The application should be granted to the extent set
forth in the order which follows.

The proposed Debt Securities are for lawful purpeses and .
the money, property or labor to be obtained, or pald fop, by the
Debt Securities is reqﬁired for these purposes.

Debt Securities may not be charged to operating e
income. |

The foll§wing order should1boléf£ec ive on the date of
signature and payment of the fee set by PU Lode Section 1904.1 to
enable Edison to issue its DebtiSchriti expeditiously.

| OBRES,
IT IS ORDERED that: |
1. At any time or times aft ‘#hp effective date of this-
ordexr an§ prior to June 30,.19909 Southern Cﬁlifornia Edison

Company (Edison) may issues, se ‘And“deliver one or ﬁore‘series-of 

its First andVRefundinsMor;é:fe Bonds (Bonds), Debentures,'

Overseas Indebtgdness, Fore Securities and Notes. enter inte
Loans, fully zuaréntoe the bebentures, Overseas Indebtedness,
Foreign Securities, Note and- Loans ot Atfiliate, the proceods of
which may be lent to Ed son or to another Atfiliate. and/or
guarantee. unconditiona 1y, or otherwise secure. the oblizations“of

one or more Authoriti s in respect og/%heir issuance of Anthority e

Bonds for pollution control. and sanitary and solid waste disposal; 3

or other eligible fac}Itties- Those Debt-Securities may include

one, or a combination, of the featuros-to onhance Debt Securities

-25~
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as set forth in greater detail in the application and related
proceedings, and will be issued upon terms and conditions sub-
stantially consistent with those set forth in, or contemplated
by, the application and any letters, documents, exhibits or
information submitted to the Commission or to the Commission
Advisory and Compliance‘bivision (CACD) withethese proceedings.

The total aggregate principal amount of issuances of Dedbt Se¢

ties and guarantees which may be made under the application shell |

not exceed $300,000, 000.

2. Edison may execute end deliver an 1ﬁdentur ,_or'ode ,
or more supplemenxel indentures, end sell lease, 4ssign. mortzage -
or otherwise dispose of_ or encumber. utility p‘ perty in connec-
tion with the issuence and sale of an& Debt Sﬁcurities hereunder.:

3. Edison may issue, sell and: delived Debt Securi‘b'.\.es by
public offerings or private placements

4. Edison’ s proposed issuance _ vsale*ef variable-rete‘

Debt Securities, Overseas Indebtednes , Foreign SOCurities, Notes ,ﬁ¥ "‘u“

and Loans are exempt from the requi ements of the. Commission s

Competitive Bidding Rule. ‘

5. Edison. may shorten th period ot time between the
issuance of an 1nvitation for ids.and the scheduled receipt of
bids to a period which is. the ehorteet‘time reasonably reqnired in“
order to obtain a sufficien& number ot bids-from underwr:ters,‘ |
purchasers or ¢roups thereof. Edison may accelerate. postpone ere

cancel the echeduled date and time for receipt of bids, request

426-




