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.• Deci~ion _;_'S_O_~_· _0_3_0_ MAR 09 1988 

• 

• 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of SOUTHERN CALIFORNIA EDISON ) 
COMPANY to 1~~ue~ ~ell. and deliver one or ) 
more ~eric~ of Deb~ Securitie~ and to ) 
guarantee the obligation~ of other~ in ) 
re~pect of the i~suance of Debt Securities, ) 
~he total aagregate principal amount of such ) 
indebtedness and cuarantee~ not. to- exceed, ) 
$300~OOO.OOO; to execute and' deliver one or ) 
more indentures; to ~ell. lea~e. assign. ) 
mortga,e. or otherwi~e dispose. of or ) 
encumber utility property~ and for an ) 
exemp~ion from the Commis~ion~s Competitive) 
Biddina Rule. (0 338-E) ) 

----------------------------------~---) 

S~arx of Decision 

®~r@n0n ,r;'t P 
~ Lruut.llUu\..Jw!.h 

Application 88-01-001' 
(Filed January 4 .. 198$)' . 

This deci~ion grants Southern California Edi~on COmpany 

(Edison) the authority requested in. its application and related 
.; 

proceedings to' issue .. sell and' deliver one or more serie~ of Debt 

Securi tie~ and to cuarantee the obligat'ions of' others in connec­
T ,-. 

tion wi~ the i~suance of debt· securities. 

Edi~on,request.s_ authority, under Public Ut.ili.tie~ (PU) 

Code Sect.ions e:1S-818~ 82'1. 830, and 851 .. " for t.he followi~: 

1. TO' issue. sell and deliver one or more 
serie~ of'Fir~'t·andRefundineMorteaee 
Bonds. (Bonds), debentures, overseas1ndeb:t:­
edness.,.. foreisn"seeurlties and· notes 
t.hrouah pu'blicofferingsor priva'te place­
ments and t.o ent.er~ intO' 'loans; 

z. To fully auaranteetbe debentures, over­
seas. indebtedness,.. foreisnsecurit1eS:., 

. not.es and. loans' of a direct' or. indirect. 
subsidiary; of Edison' '(Afflliate)' that 1s 
encaced: 1n' acti vi ties reeula.te& by 'the 
Commission. 'the proeeeds·of.which indebt.ed­
ness may be lent to-Edison or to' another 
Edison Affiliate; , 
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3. To provide that the aagreaate principal 
amount of First and Refunding Mortgaae 
Bond~ (Bond~)~ debenture~~ overseas indebt­
ednes~. foreian securi t.ies,., notes. and loans 
(to be collect1vely referred to a~ Debt 
Securities) 1~sued by Ed1~on or i~sued by 
Affiliate and ~aranteed by Edison ~ball 
not exceed S300.000~OOO; 

4. TQ u~e the net proceeds from the Debt 
Securitie~to reimburse it~ treasury for 
moneys previously eXPended for capital 
improvement~ and toret1reor refund 
securitie~ previou~ly 1ssued; 

5. To guarantee unconditionally or otherwise·' 
secure the obliaations' of one or more 
political subdivisions (Authority) in 
respect of their'issuances of debt for 
pollution control and: ~it.ary and solid, 
waste disposal or other eliaible facilitie~ 
financ1ngs; 

6-. To execute and deliver an indenture or 
~upplemental indenture in connection With 
any proposed issue of Debt Securities; 

7. To sell, .lease~ assip, mortaaae or 
otherwise, dispOse of'or encumber utility' 
property; 

~. To have the issuance, of cert.ainDebt, 
Securit1esexemptfrom. the requiremen.ts. of 
the Comm.1ss1on~ So- Competi t.i veBiddina- Rule;. 
and ' ' 

9. To be allowed:a,mod1ficat1on of the 
Comm.1a.~ion'&competit1vebiddincrequirement~ 
to permit Edison to- shorten the period of time 
between·the 1$a.u~ce'of an 1nvit&t1on tor,bids. 
and 'the scheduled, rece,ipt.. of, bicl~ to a period ' 
which is- tbe,sbortes-t.time reasonably req\11red 
in', order to obtain a sufficient number of' bid~, 
from underwriters,.purcbesers- or. ,other aroups.; 
t.o- accelerate,' postpone.or ,cancel the' scheduled 
date and time for the' . receipt of bids..; to 
reject all bids~ submitted,; t6request the 

. ,resubmis-s-ion of' bid·s.. and··,reschedw.e 
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~ub~equent receipt~ of bid~ and to vary the 
amount.., te~ and condi t.ion~ of the Debt. 
Securities submitted for b1ds~ all ~thout. 
newspaper publication. 

Notice of the filing of t.he applieat.ion appeared on t.he 

Commission~~· Daily Calendar of January 7, 1988. No prote~ts have 

been received. 

Edi~on. a California corporat10n~ operate~ as a ~blie 

utility under the jurisdietion of this Comm1s~ion. Edi50n 

generates. purcha~e~. t.ransmits .. di~t.ributes and sells electric 

energy in portions of Central and Southern California~ 

For' the nine months ended September 30. 1987,. Edison 

reports in 1 t.s. Statement' of Income that' i t.~enerated', total operat-, 

ina revenues of $4.102 .. 719'.000 and:,net. income of$60S..715- .. 000 

shown as part. of Exhibit A attached to theapplicat.ion.' For,the 

12 mont.hs ended September 30 .. 1987 .. Edi,son report~ that. it. aen­

erated total ope-ratinc revenues of $5,.413.332'.,000 and net. income 

of $76-4,.238 .. 000. 

Also shown 4S part of Exh1b1 t 'A is Edison" s' Balanee 

Sheet as of September 30 ~ 198,7, summa~1zed as follows: 
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Net Utility Plant 
Ot.her Property and. Inve$tment$ 
Current Assets 
Deferred Charges 

Total 

Liabilitie, and Egu~y 

Common Equity 
Preferred/Preference Stock 
Lon~-!erm. Debt. 
Lona-Term Obli~ations 
Current. Liab1lit.1e$ 
Deferred Credit.$ 

Total 

$11~52Z.414~000 
342 .. 2.5S,,000 

1.839.651.000 
63.9.790.000 

$14,"344.111.000 

$, 4.98-2 .. 009'.000 
644 .. 6,16~OOO 

4.499'.5-16 .. 000 
459.774 .. 000 

Z,"8-12 ... 473.000 
~45. 72'1, OQQ 

$14 .. 344 .. 111 .. 00'0 

Edison seek$ aut.horization to issue Debt Securitie~ 

direetly and/or to fully auarantee Debt Seeuritie$ issued by 

Af:filiate. If Debt.' Seeuri ties. are issued. bY. Af.:fi11ate.. the 

proceeds may be lent to Edison or to another Affiliate·. !he 

principal amount and the term$ and conditions of each. i$sue 'of: ' 
". 

Debt Securities will be determined by Edison: ~ management. and/or '.. 
. . 

,. ' . 

board of directors. ·aecording· to ma;ketconditiofts At. the t.ime. of . 

sale. 

In its. letter d'ated January 2.1,. 1988..; Edison informed. 

the Commission Advisory and Comp11~ee· Division (CACD) that-the 

term .. Affiliate..... as. used in the applicat.io;o,,..is intended to- reter, . ' 
, ' J • , " ' ." , 

only to direct.- or indireet. sub~idiariea of Edison. that ~. regu~ 

lated . by the Commission. The proce~d& o'l Debt. Securi t.ies,. i~~uod .•..•.. 

by AffiliA~ and'· £uaranteed by Ed1sonwould be used only for: 
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purpo~e~ authorized by the PO Code and would not be lent to any of 

Edi~on·~ nonutility affiliates. 

Eaoh issue of Debt Securities may contain a provision 

allowing it to be redeemed', or repaid,. prior to maturity. A:D. 

early redemption provision may allow the Debt Securities to be 

redeemed or repaid only after a certain restrictive per1od~ In: 

either case~ the Debt Seourities, would be, redeemable' at a premium 

over par or at a stateQ price. 

Debt Securities may bear a fixed or float1na rate of 

interest and may be issued at par or with an original issue dis­

oount or premium. Edison will notify the Commis~ion by letter~ 

• promptly after the date of issuance of any Debt Securities,.. of the 

terms and oonditions'of those Debt Securities. 

• 

With'the exception'of med'ium-termnotes", each series of 

Debt Securities'is expected tc> have amaturity'of 'between one year 

and 40 year~. Medium-term noteS: are expected ~have a maturity' 

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 ,,: 

indenture to be delivered to'the truatee:for tha.ti~sue .. ,The 

indenture may be a supplemental indenture t.o a,previous' ind.enture. ' ' 

The indenture would set :forth the tel'1U" and> conditions of each' 

issue of Debt Seeuri ties: and', may impose' certain covenants upon 

Edison or,Affiliate • 
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The followina de~cribe~ in greater detail the types of 

Debt Securities that mt.l.Y be i5~ued': 

A. Secured Debt Securitie~ (Bond~) 

Security for the Bond~ may be, included in the form 

of a lien on property in the form,of Fir~t and Refunding Mortgage 

Bond~~ a le~ter of credit, a 5tandby bond purchase agreement. an . 
insurance policy provided by a third party or· throutn other credit 

enhancement arraneements. These credit enhancements may 'be in­

cluded to reduce intere~t C05~ or improve other credit term~. 

The Bond~ will be issued in accordance with that certain' 
, 

trust indenture dated 4S of October 1. 192'3,~ which heretofore ha~'. 

• been filed. with the Commi~~ion.. The supplemental indenture de­

livered in connection with each serieS:'· of Bonds will be in the 

form consistent. with supplemen~lindentur'es.·previou~lY filed'with 

the Commission. 

• 

Bonds. may be ~old to either domestic or foreign 

investors. Bonds may be sold to- underwriters or may be sold 

directly. to inve~t.orseither,with,. or',without .. the assistance of a 

private' placement agent:. Bonds may b:e" reaistered' withtbe Securi~' , 

ties and' Exchanae Commission (SEC), depend ina.· on the method. of 

offering and &ale. Bond5 may be listed on ,the '5toek exehange. 

In' cOAjunet.1on with the 1~suaneeof Bonds.. Edi$On may 

enter into eontraetual'ureementswhereby a third party will 
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provide appropriate credit facilities as security for Bonds. The 

cost of the credit facilities will be incll.1ded in determini~ the 

overall cost of Bonds. 

Edison anticipates that. from time to time~ Edison or 

Affiliate may wish to preserve their capability to i:s.:s.ue Bonds. 

for fl.1ture financina flexibility .or because the financial market:s. 
" 

may not place a sufficient premium on security for its. use to be 

advantageous.. In these circumstances.~ or. 'based upon other market. 

condition:s.., Edison or Affiliate may issue Debentures.. 
, . . 

Debentures may be sold: to either domest1e~ or foreign, . 

• investors. Debentures may be sold" to underwriters. who in turn. , 

will offer the Debentures. to inve~tors,or may'be sold'direetly'to 

• 

, . ' 

investors either with. or without.,. . the 'assistance of a placement 
'. 

agent. The Debentures may be registered' with the SEC~ The Deben­

tures, may be listed on a s.tockexchanae. 

c. Qyer:seo!! Indebtedness·, 

Overseas. Indebtedness will be issu.ed' and sold ultimately' .' 

to forei~ inves.tors and, will likely be denominated in U. S. dollars~' " 

This. type of f1nanc1na can be: advantaaeous when fore1an demand for. " 

dollar-denominated, secu.ri tie$- is hiah. Overseas Indebte<i1les.s 

wou.ld be 1s.aued'and,s.oldonlY when these, issuances. res.ult. in an 
. .. ' . 

overall coat of"lDoney to Ediaon ,or Affiliate lower tb.anissuan-

ces of comparable domes.t1cdebt secur1t1et~ in the 0.5 .. market. • 
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D. [orft1gn Currency DenQm1nAt~d Seeuti~1e= 
(FQrftign Seeut1~ies) 

Edison or Affiliate may issue Foreign Securitie~ wi~ 

the payment of interest or principal, or both. denominated in a 

foreign currency. Forei~ Securities may 'be sold' to foreign,. or 

domestic investors. and may 'be denominate4 in any major £oreian 

currency 1ncluding,. but not. lim1ted t<>~ Dutch gI.1ilderlh Austrian 

schilli~s. British pounds. French francs .. German marks. .. Aus.tra­

lian. New Zealand" or Canad.ian d.ollars. Japanese 1:en. Swi$s francs> 

or European Currency Units. Foreign Securities will be issl:led 

only 1f the borrow1na costs. •. includina' all transacT.ion and foreign 

exchange contracT. CO$t~h are lower than a comparable U ~S~ doll4%' 

• financing. 

• 

Edison or Affiliate will enter intc>-one. or a series 

of. forward contracts by which a counterparty will be obliga~d· to. 

pay Edison or Affiliate'the 'foreiP'currency tor debT. servicing. 

In exch.a.n8e. Edison or Affiliate will pay 'a count.erp4rtytr.S. 

dollars based' on a pre-determined fOX'mula. This contract. would be 

with a major financial intermediary (like a commercial bank) or 

directly with a prinCipal in need of 0.$. dollars. The eost of 
the forward contracts. will be inclu.ded fordeterm1ni~ the overall 

eost of Foreiifl. Securities. 

Notes. may be offered. on a continuous or periodic basis •. 

Notes may be aold. privately. or publicly. in the domestic or 

foreian capital market~. If, &010. 1n.foreiJn capital markets" 
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Note~ may be denominated in U.S. dollar~ or in foreign currency. 

If Note~ are denominated in a foreign currency, Edi~on or 

Affiliate will enter int~ a separate contraCt: whereby 1t~ debt 

s,ervicina would' be converted' to U.S. dollars,. 

Notes, may req,uire reais.tration under the federal 

~ecurities laws by the filin&' of a reaistration statement. which 

includes. a pros.peetu~. an indenture and.,other doeWDent~. Note~ 

may be issued as part of a procram ona continuous, or periodic 

bas.is.. Edi~on ~r Affiliate may sell Notes. throuah a placement 

agent. "'ho markets. Notes. on a reasonable efforts ba~is. Edison or 

Affiliate may al~o sell Notes to underwriters who in tu~ offer 

• Notes to investors or may sell Notes, direct.ly ,to investors' .. 

Notes. may be listed on a stock exchan~e'~ 

If Notes are sold through a placement agent. at least 
.' 

two agents Will be used to ensure competitive pricing. Based on , 

market conditions and consultation w1 th the ,placement a&'ents'~ 

Edison or Affiliate would 'determine the interest rates at which 
. , , ' 

it would be willina to- is:s.ue Notes of var1ous'maturit:ies.Tbe 

placement.. agents would' be notified,'of tho:s.e intere~ .. t., rates.. The 

rate~ can be continuously updated to- reflect eban4rinc market 

conditions and Edison's or Affiliate's demand for fundS:. 

F. Dirtet'Loan:s (Loana) 

Edison and' Aff11iate,anticipa:tethat, from time to time, 

it may be advanta,eou:s. to borrow directly from· banks, 1n:s.urance 

• companies or other financial institu:tions •. Edison or Affiliate 
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would en~er into the~e Loan~ only when ~he Loan~ were de~igned to 

re~ul~ in an overall co~~ of money lower than tha~ available 

through the i~~uance of alternative debt. $ecuri~ie~. 

G. Noti~e Begard1ng FoXeign Secur1t1e~ And Hot,: 
Den2minatedin a Foreign Cyrren~% 

Edison i~ placed on notice, by thi~ decision~ that the 

Commi~~ion will review the rea~onablene~~- of the effectivo inter-

e~t- rate~ for Foreisn Seeuri ties- and Notes i$~ued by Edison and/or 

Affiliate in a foreign denominated currency. A::rJ.y reduction~ in 

the effective cost of money resulting from: currency value f~uctua­

tion will be passed on to Edison~s ratepayers in future ratemaking, 

proceedings a~ a reduetion o! the . cost 0'£ money for all Deb~ 

Securities in Edison's cap-i~al structure. A:rw lo~~e~ incurred by 

Edison and/or Affiliate as a result-of currency value fluctuations 

on the redemption. refundin&' or conversiono! any of it~Debt 

Securities will not be passed: on to: the, ratepayers in future rate 

proc:eedin"s as incr.ea~es on the cost of money of all Deb~ Seeuri­

ties in Edi~on·s capital ~tructure. 
, . 

E~~tu~: to Enhansepebt Seeur1t1e~ 

Edison requests authorization to include at its.' 

di~cretion one ora combination'of'the'follow1n~additional 

features in Edi~on~~ o'r Aff1liate·s Debt Securities. These 

features will be used: as. appropriate to, improve ',t.he te~ and 
.' J • 

conditions of Idiaon·'$ and/or Affiliate'So Debt Securities, and to .' 
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lower Edi~on's overall co~t of money for the benefit of its 

rate~yer~. 

A. Put Opti~m 

Edison anticipates that~ from" time t~ time~ the cost of 

Edi~on's or Affiliate~s Debt Securities may be reduced by the 

inclusion of a put OPtion. This would allow the holders ef· Debt 

Securities to require Edison er Affiliate to- repurchase all or 

a portion of each bolder's securitie5. This i~ the rever~e ef a 

call provis.ion whereby Edison or Affiliate' would have the riaht. to:: • 

ferce the bondholder to. sell the. bondi back to-the company. Bond-

holders are willing to' accept a lower interest rate in exch4nge. 

• for the protect.ion that. a put. opt.ion: ,offers., them. 

• 

B. Sinking lund 

Edison ant.1cipates-that. from time. to-time. the cost of 
, . 

Edison's erAffiliate's Debt. Securities may be reduced by the-use . . 

of a sinking fund.. Histerically, for issuers of high credit 

standi~, t.he financial marketplace has not valued the sinkina' 

fund option sufficiently fer its use. However. Edison and:' Affil- ';: 

iate wish to preserve the ability,. to use this opt.ion, sheuld a, 

market preference develop .. 

A sinkin~.fund may opera~e.in either of two ways: 
, , 

(a' Edison or Mfiliate may set aside a sum. of money periodically,' I 

so that.. at the maturity date ef the bond issue... there is·.' pool 

of cash available to redeem,the'issue; or ('0-) Edison.or Affiliate 

may.periodicallY redeem a -specified portion of·· the bond i~sue. In 
11'1 
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t.hi~ way. at. the maturity date of the bond:s.. le~s than the 

oriainal face value of the bond i~sue will remain outstanding. 

Typically. Edi~on or Attiliate would have the riiht to meet its 

sinking fund obligations by either calling a certain number of 

b<>nd$. or purcha~ing the bonds-. in 'the open market~ 

c. Iax-E*mpt Feat.ure 

Edi~on anticipate~ that.~ from time to time. the cost of 

Edison·:s. Debt Securities. may be . reduced by placing the ~ecuri tie~. 

wi t.h an Authority And unconditionally guaranteeing. or o'therwi~ 

~ecuri~. the· Authority"s- obligation~, inre~peet of its. is~uance~ 

of tax-exempt debt in connection w1:th' the' finaneina of Edi~onP.s 

• facilities~ Edison. antic·ipa:tes- us-ina the.' t.aX-exempt option when-' 

ever it~ facilities qualify for tax-exempt finaneina under federal 

law. In. order to obtain the bene!i t~· of t',ax-exempt financing for 

pollution control and sanitary and ~olid'waste dis-po"l. or other' 

eliaible facilities. Edison proposes to- encaae in.one r or more. 

financings with an Authority. Edison contemplates that the pr~ 

posed financings would be struct.ureci'suDst:antially as follows: 

• 

(1) An Authority would: issue and; sell one. or 
more. series of i t.s. bonds r · note:s.., deo.en­
tures' or other secur1 ties' (Authority 
Bonds) (plus accrued interest) to-a coup­
of underwriters whO. would '1.11 timately mar-. 
ket the~eAuthorityBonds,to-investors; 

(2) Concurrently' with the sale and: delivery of 
theaeAuthor1tyBonds. '. Edison would enter 
into- a loan acreement... or other ~eeuri ty 
acre~lDent,. with the Authority. or' wOl.1lcl· 
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enter into an In~tallment Sale Aareement 
with the Authority under which pollution 
control faeilitie~ would be conveyed to 
the Authority in con~ideration -ror the 
proceeds of the AuthoritY' Bonds,. and the 
facilities would subsequently be recon­
veyed to Edison in, considerat.ion for 
Edison's Debt Securities. The operation 
and' control of the facilities would remain 
with Edison, or the project operator. at 
all times; and 

(3) ConcurrentlY. with the sale and deliverY of 
these Authority Bond&, Edison would· issue 
and deliver. to the AuthoritYr' in· con.sid­
erationof the Authority·s~blieation.s set 
forth in (2) above, Ed.i~on's.' Debt Securi­
ties (polus. accrued' intere~t.)· (the terms 

D. WArrants 

and condition~ of this indebtedness to be 
subs.tantially con.sie.tent with the terms 
and conditions· of the Authority Bonds) or 
would . unconditionally gIla.rantee .. 'or other­
wise secure, the Authority"s obliaations. 
in 'respect of the Authority Bonds. All 
rights,: t.i tle and' interes.t '0'1 the' Author­
ity in Edison's Debt Securities '\I1ould be· 
as.signed to a trustee under·. an indenturo .' 
pursuant,. to which the Authority Bonds would 
have been ie-sued,. as security for· the 
purchas.ers of the·Authority-Bonds. 

Edison anticipates that, from time t~ time, the cost of 

Edison's or Mfiliat.e's Debt.Secur1'tiel5 maY.be reduced 'by 

attaching warrants t.othe securities. Each warrant would enti tJ.e \ 
. , 

the holder to purchase an additional bond~ or debenture , with pre·-

established terms and 'conditions. (Debt Warrants) or: to purehas.e a 
,I)-

share of common stock (Stock Warrants.). The ,bO~d, or debenture. to •.. 

. be is.sued· upon exercise of a Debt Warrant·· would bear interest. at a . 

pre-establiahe<l:rate and' would'matur.eata pre-es.'t4blishec: time. , .'. 

'J ' 
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the warrant~. Debt Warrant~ would mo~t likely be exerci~d if 

interest rates decline below t.he pre-established rate and would 

most likely expire unexerci~ed if rates remain above the pre­

established rate. Stock Warrants would most likely be exercised 

if the common ~tock price rO~e above a pre-established price and 

would mo~t likely expire unexercised if the common stock price 

remained below the pre-established price. Edison believes there 

are interval~ when investors over-value warrants t.~ the advan~e 

of the issuer. The higher the value' placed on the warrant~" the 

greater the potential savings t~ ratopayers. Even if the warrants 

are exercised~ ratepayers could· still realize savings because of 

• the premium. received from, the sale of the' warrants. 

• 

Interest Rate Protection 

In normal market- conditions,. variable intere~t rat.e debt. 

initially carries a lower interest rate than comparable fixed rate 

debt. However,. there is the possibility that the variable rate 
, , 

could increase so that the aVeraae variable rate is hither than 

the fixed rate. In order to reduce:ratepayers P exposure'to 

interest rate risk, Edison or Affiliate may neaotiate some type 

of maximum rate ,.usually ealled a. ··eap··. In that case,,' even if 

variable rate~ increase above the eap or eeilina rate, Edison, 

II'· 

i i '. ~. \ . 

or Affiliate,. would only p~ the eeilina ,rate. In addition t~ the':: 

ceilina rate .. sometimes' the eounterpart,. to the, eontraetde3ire~ 

to have a "floor'" rate. In the event that the variable rate falls 

below the floor rate,. Edison or Affiliate would pay the floor 
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rat.e. The floor and ceilina rat.es- are called "int.eres-t. rat.e 

collars-" becau~e t.he int.erest. rat.e fluet.uat.es- wit.hin a band which 

i~ neaot.iat.ed bet.ween Edison or Affiliat.e and t.he eount.erparty. 

This prot.ect.ion for variable rat.e obliaat.ion~ is not. unlike pro­

tection negotiated by consumers for variable rate home mortaaaes. 

Interest RAte SWARA And Q:pt1on:! on SWAP:! 

Edis-on.~ in it.s let.t.er dat.ed January 21. 1988:. 'ldt.hdrew 

from it.s applicat.ion, t.he request. for aut.horit.y t.o ent.er int.o 

int.erest. rat.e swaps. and opt.ionS: on swaps (t.o 'be collect.ively 

referred t.o as Swaps). Edison st.at.es, in it.s· applieat.ion~ that. a 

Swap is a contract. whereb~ int.erest. payment.~ on one basis.' (for 

• example. a fixed· int.erest rate) are converted to another 

• 

basis (for example~ a float.ina interest. rat.e). To accompli~h 

thia. the Swap contraet. would require Edison, or Atfiliate~ t.o . 
make int.erest payment.s t.o a count.erpartr on one basis and require 

the eount.erpart)".t.o make int.erest. payments to Edison or Mfiliate 

on the ot.her basis. 

We plaee. Edison on not.iee t.hat. undert.his request. they 

are not. authorized t.o enter.into Swaps without. Commission 

approval. Further,. Edison. in· future proceedings·., will need 'to 

request Commission aut.horit.y-to enter' int.o eontractsfor interest 

rate Swaps and options on Swaps. 

Exemption flOID CQmpetitiyeBidding 

. '. I, 

Exhibit. A to· Commiss.ion Resolut.ion !'-Sl& dated. Oetoberl. '., 

1986- states. "Seeurit.ies privat.elyplace<:l with spee1~1e len<:lers 
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and bank term loan~ obviou~ly mu~t be negotiated. Competitive 

biddin~ i~ not presently available in European or Japane~e market~. 

Certain tax-exempt pollution control bond~ have term~ which are 

specifically negotiated~ Variable intere~t rate debt i~ normally 

completed on a neaotiated ba~is. It is reasonaole that the~e 

type~ of debt instrument$ should be exempt from the Competitive 

Bidding Rule" ~ Moreover, Note~ are ~old throuah a placement aa:ent 

on a reasonable efforts basi~ in a manner analogous to- that. used" ' 
H 

for commercial paper. Therefore. Edison req,ue~ts. aD. exemption 

from the, Competitive Bicidina'Rule with respect: to- obtainina' ~s_, 

issuing variable rate Debt Securities and i~suina: Overseas 

• Indebtedness, Foreign Securitie~ and" Notes. However .. fixed-rate 

&nd~ and Debentures .,~old puolicly ,in the domestic market will be­

offered through competitive biddina. 

• 

Inaddition~ to provide added flexibility to- take ~dvan- ~",'- -

~e of- market opportun1ti~s.. Edison requests. ,that ,the Commission 

modify its Competitive Biddina:RU1~ tope-mit: Edison to> use the. 

following procedures:. 

l. 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,' reasona.bly-, 
required in order to obtain a sufficient 
number of bids f'rom:underwriters.. ,or 
purchasers or grouPs-thereof",(wh1ch,t.ime, 
period'may be· as short as a few--hours); 
and, 
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2. To further modify the Compe~i~ive Biddina 
Rule to permit Edison to do the followina: 

a. To accelerate" postpone or cancel the 
scheduled date and time for receipt of 
bids .. 

b. To reject all bid~ submitted~ 
c. To request the resubmi5sion. of bids .. 
d.. To reschedule sul)seq,uent receipt. of 

bids. and 
e. To vary the amount, terms. and 

conditions of the Debt Securities 
submitted for bids. 

All of the above to be without. newspaper publica:t.ion. 

The CACD has reviewed Edison"s·req,uests. and reaso~ for 
" , 

further modification ,of t.he Compet.itive :Bidding: Rule as modified . 
'," . .: 

by Resol\.1tion F-G1G. The CAC]) has determined that Edison has made· 

• a compelling showina·th4t the, exemptions requested are warranted 

and. recommends that Edison's. request.s be eranted. We will accept 

the CACD·s recommendation. 

• 

We· place" Edison on not-ice that' in 1 ts next. general rate" ,', 

proceedina before t.he Commiss-ion, the reasonableness of the "inter- ' 

est. rate and cost of money resul't1nefrom the is-sue, of Ed'ison"s. 

and Affiliate·s Debt. Securit1es.'wi.ll be' closel~ scrutinized and 

may result. in a disallowance of the interes.t expense" i£ it. is. 

determined that. the cos~of' money incurred·'was not prudent. We 

will also req\.1ireEdison to provide us- with a s.howin& of why 

Edison. believea that the res,ult.ina: interes~ rate, and, cost, of money , 

were advantaceoua' to Edison and' its ra~epayers.. We will require' . 

this showina within a reasonable period of t.ime aft.er iS5\.1&nce.,·of
i 

its- Debt Securities. 

-11:' 
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Qse of Px:oceeg,:1 

Edison proposes to use the proceeds from the issuance 

and ~le of it.s Debt Seeurities. or t.he proceeds lent. to' Edison 

from the issuanee and sale of Debt Seeurit.ie$ by Affiliate (other 

than for payment. of aeerued interest) (if any) and after payment. 

er diseharge of o'bliaat.ions incurred for expenses.. ineident. to 
, 

theirissuanee and Mle to- reimburse Edison for money it has 

actually expended from, ineome'or from'~' other money in, its.. 

t.reasury not secured by or obtained from the issuance of·:s.toeks • 
. 

stoek eertifieates,. or other eVidenees of int.erest. or ownership; 

or Bond$, Note$ or other evidences of Edison's indebtedness fer 

• the aequ~si t.ion of property or, for· t.he construet.ion, eomplet.ion. 

ext.ension or improvement of Edison·fac11it.ies,exelusive of main­

t.enance of serviee and' replacement.sand/or',for the 'retirement. or 

the refundinaof securities previously isSu.ed·and uponwh1cb. 

Edison paid the fees preseribed' by PU Code Seet.ion 1904 (b.).. The 

amounts so reimbursed will become a·part of. Edison' $. general 

treasury funds. 

• 

~ARitAliZiAtionRAti9:1 

Edison' s. capital rat.io& reported. as of September 30. 

1987 are sbownbelow as recorded: andadj~sted' to' "ive pro ferma 

effee~ t~ the transaet.ions that. follo~ 

-18-
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'. 
komponent Sept,mber 30. 19&1 :eJ:o formA 

Long-Term Debt 42.4" 4S.9X 
Short.-Term Debt 5,9 5..0 

Total Debt. 48..3 53.9 

Preferred/pre!erence 
Stock 6.1 5~9 

Common Stock 4S.§: 40.4 
-', ... 

Tot.al 100.0% 100.0X. 

1. The propo~ed sale of up to' $300,000,000 aaareaate 
principal amount of Edison.'e.. Debt. Secur1t.1e~; 

2. The aut.horized but- un-ie..sued $26a~000,000 aaareaate 
principal amount of Edison's Debt Securities 
(Decision (D.) 66-06-05& dateclJune 25-, 1986, 1n 
Applicat.ion (A.) 86,-05"004) ;, 

• 3 • The authorized·, but. unissued $134, 700 .. 000· aureeate' 
principal amount- of Edison'" e" . Debt Securi tiee,. 
(D.66-02-03.7 dated February 20, 198.6 extended by 
D.8-7-12-013 in A.S'5--1Z-049); 

I,"' , 

4. The authorized but unissued $100~OOO,OOO a,aregate 
principal amount. of Preferred/Preference St.ock <-

{D. 92933. dated April 21 .. ,198-1 extended by 
.• 

D.S7-0S-001 dated May 13',1987 in A. 603,3l); 

5. The authorized" but. un1ssued'$182~250,000 ~egate 
amount. of 6·,000~000 sharee..,o'! Edison's. Common 
Stock (D.93677 dated"November 3, 198:1 extended by' 
D .. 86-12-012 dated December 3,'1986 in A.60926); 

6. The proposed issue andsale·by an Edison A:!filiate 
of up to $589·,600 ;'000 ~eaate principal amount 
of commereial paper or other ·forms,of short-term. 
debt instruments for nuclear fuel purchase~ 
(D.67-05-059 dated'May 29,. 198-7 .. in A.8-7-03-008-); 

7. The potential ~ale of' Up' to,S47 .062 ... 500, aure~ate 
amount of 1,500.000 shares of, Edisonrs Common 
Stock under a Lona-Term Incent.1ve Plan 
CD.~7-07-010 dated July 8-~ 1967 in A.. a7-0s.-005);. 

• I: 
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8. The propo~ed i~~ue and ~ale by Edi~on of variable 
intere~t rate debt in~trument~ and/or the 8Uaran­
tee of the debt securities of another to finance 
Regulatory Balancina Accounts in an aggreaate 
principal amount of up to S400.000,OOO D.8-7-09-050 
dated Septelll.ber 23. 198-7 in A.8-7-07-027); 

9. The i~sue and sale of S100,000.000 First and 
Refunding Mortgage Bonds, Series. 8.7I in November 
1987 'D.86-02-037 dated February 20,. 1986 in 
A.85-12-04S); 

10. The i~sue and sale of $40,.,000,000 Pollution 
Control Bonds in December 198.7 (D .. 8S:-0S:-056 dated 
June 25,. 1986 in A.86-05-004); 

11. The retirement of $50,.000,000 First and Refund1nc 
Mortaaae Bond's.. Series. P"in November lS'87 (D. 64384 
dated October, 16,. 1986 in A.44812'); 

12. The retirement of $7~.OOO.OOO of Eurobonds in 
November 198-7 (D.8-2-06-011 d'ated June 2, 198-2 in 
A.82-05-01); and' 

13, The· sinld.n& fund redempt10nof '1 .. 500,000 of 
preferred ~tock., 7 .80X ,Series. in November 198.7 
(D.88031 dated· October 25·, 1977 inA-57572}. 

Edison is placed on notice, by this decision. that the 

Commis~ion doe~ not find tha~ Edi~on's capital ratios or the 

inclusion of short-,term debt i~ '1 ts cap1 tal 'structure is neces.­

s.ary or reasonable for ratefixina purposes. These are i~~ues 

which are normally tested,1n aeneralrate or rate base, offset 

proceedinas. 

Ecliaon·a.conatruction budseta. for calendar year~ 198-8-, 

1989 and 1990 amount· to about $2",413,.000 .. 000. estimated' as of 

/ 
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December 11~ 1987~ Major cla~~iflcation~ of the total budeetea 

con~truct1on are ~ummarized as follow~: 

Compons:nt;, 

Electric Generat1ne Plant 
Electric Transmi~~ion Lines 

and Substations 
Electric Distribution Line~ 

and Subs'ta't,ions 
Other Expenditures 

Total, 

Le~s: Allowance for Funds Used' 
Durin& Construction 

Fund~ Used.!Req,u1red' for 
Con~truction Expenditures 

$195· 

187 

447 
-S.Q. 

$919 

S874 

.l.iaa UiO. 
(In M11l1on~) 

$238 $219 

18S 121 

358- 351 
~ Jk' 

S84S $763-

,S811 $728, 

Edison is, placed on not.ice that,,, by thi~, decision. the 
. , . 

Commi~~1on doe~ not find,that Ed1~on~s constrUct.ion budget.~ are 

nece~sary or reasonable forratefixing purpo~es. •• The~ are 1~sues' 

normally t.e:5t.ed1n aeneral rate'or'rate base offset. proceedin&~ • 
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Funa~ Neeaea for Con~truetion 
Expenditure~ $. 

Bond Maturitie~ and Redemption~ 
Bond Sinking Fund Requirements 
Fir~t Mortgage Bonds (Calectric) 
PreferredlPreference 
Stock Ret.irement.s: 

~ 

874.000 
177,S39 

S.'.250 
12.000 

S100 Cumulat.ive Preferred Stock 11.863, 
$25 Cumulative Preference Stock 28 .. 864 

Short"Term Debt. Out.stand1na 

.uaa 
(In Thou~ds.) 

S. '811~000 
134.016-

5.250 
0 

11.80.3 
o 

at the Bea1nn1na of the, Year 21. OOa. ' 46.000 

$-1.006.129 Subtotals 

Le~: E~timated Internal 
Cash Generat.ion' 

Additional Funds Required 
From External Sources 

$1.130.6:15, 

832,000 

$- 591,.6l6 $. 176;.12$ 

S 

~ 

728.000 
373.261 

5-.250 
12.000 

11,73S­
'0· 

10'2.QQQ 

$1.232.249' ,,' ' 
~ , 

a81.QQQ 

The CACD analyzed Edison's cash requirements forecast 

for 1986. 1989 and 1990 provided t.o the, Commi~sion in Ed'ison"s 

Supplemental Data ~hown as Schedule III. ,CACD has. coneluded, that. 

internally aenerateci' funds -will provide about:' 48%, or $539 .. 000.000,'" ' 
, ' 

of the capital requirements. in 1986. 83" orS83Z.000.000 'in 1969', 

and, 71% or $881.000'.000 in 1990,. Edison will require add'itional 

funds from outside ~ourcesamountina to $59,1.616,000 in 198-8,. 

S176.129.0001n 1989andS3S1 ... 24'9'.000in 1990. CACD concludes 

that the proposed ~le of' Ed1.son' $ or, Mfili~te" $ Debt ~euri t.ie:s' 

is neee5~ t.o. help meet forecasted eash reQ,uirement.s which' 

include:s capital expenditure5 . 
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CACD has reviewed the application and has concluded that 

the proposed sale of Edisonts and/or Affiliate~s Debt Securities 

is reasonable and that the authority should be granted. 

Fingings of ~ 

1. Edison. a California corporation. operates as a public 

utility subject to the jurisdiction of this Commis$ion. 

2. Edison withdrew the request for authority to enter into-

3. The proposed Debt Securities would be for proper 

purposes. 

4. The money, property or labor to 'be procured,. or paid 

• for. by the proposed Debt. Secur1t1es 15 reasonably required for 

'the p\lrPOses specified in the applicat10n. 

• 

5-. 'rraru5actions, which relate to obt.ainina Loan.s. i.ssuing 

variable rate Debt Seeurities andissuin£Overseas Indebtedness .. 

Foreign Securities and Notes.' should not be required to be, made 

throu£h, the Comm:Lssion"s Competitive Biddin£ Rule. With respect. 

to fixed-rate Bond.s and' Debentures." ~ld:publiclY' in the domestic" 

market. it is, in the public intere.st'to-modify the Comm1ssion!.s 

competi ti ve bidd1n£ requirements: to permit Edison to- shorten the 

period of time between. the 1ssu,ance of. an invitation for bids and: 

the scheduled' receipt of bids, to a period which is: the ~ortest 

'time reasonably required',' 'in order to obtain a. suff ieient. number of 
, , . 

bids from underwriters. purchasers or eroup~thereof. Edison may 

accelerate" postpone or cancel the scheduled date' and time for 
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receip~ of b1d$. re~ue~t the resubm1~sion of bids. reschedule 

auosequent receipt of bids and vary the amount.. terUls and condi" 

t.ions of ~he Debt Securities subm1't'ted for bids. all of 'the above 

to be without newspaper publication. 

s. It 1s proper to. amortize the unamortized co.sts as.so­

ciated with any refunded securities and ~he premium$ paid for the . 
refunded secur1t.ies. over ~he·life of.the new: Debt Securities .. 

7. It is proper to determine the reasonableness o.f the 

effect1ve interest rate ineurred.:torany Debt,Securi~y issued in a 
, 

fore ian-denominated currency and· to use- that "rate .. for ra~makinK 
"' . 

purposes. as the maximum embedd·ed cost o.f money in future rate 

~ proceedings. 

~ 

8~ It. is proper for ratemakintr purposes t.hat.. any reduction 

in the effective eos.t.. of money resultina- from currency val""e .. 

fluctuations on Debt- Secur1tiesissued in a fore1en-denominated 

currency be passed en to. ratepayers in .. future rate proceedic.as as. 

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

9. There is no knewn eppositionand there is- no reason to. 

delay arantin« the autherity requested. 

Qonelu=ions of Law 

1. . A public' hear1nC' is not- neceasary. 

2. Ed.:laon. in this proeeedi~,' is net. authorized to. enter" 

1nte Swaps. 

~. Edisen, in future proceedintrs,. must. reques.t authority to-. , '. 

enter into contracts for interest rate swaps and'oPtions. on 

-24:- . 
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4. Th~ application should b~ granted to the ~xt~nt set 

forth in the order which follows. 

The proposed Debt Securities are for lawful purposes and 

income. 

Th~ followinQ order should be effectivlr' on thlr' date o.f 

signatl.lre and payment of tl''\I~' f~ 5e,t by PU Code- Section 1904.1 to 

~8:Q;s.B 

• IT IS ORDERED that: 

• 

1. At any time or times .ft.r the @ffective date ~ thi~' 

or:der and prior to Jun~ :SO., 1990., Southern: California Edison 

Company (Edison) may issue., ~ll and deliver, one or' mOr'7e '6erie-s of i" 

its Fir~t and R~undin9 Mortoage Bonds <Bonds)., Debentures., Over-

5RAS Indebtedness., Foreign 'Securities and' Notes; enter into Loans~ 

-Fl.llly Cjlu~~~~~e the Debentl.lres, Oversea~ Indebtedness., Foreign 

Secur"'ities., Notes and Loans of .. r~l.ll&tedAffiliat • ., the-proceeds 

of which may be lent to· Edison or to. .. nother rlt9ul':tecr Affiliat .. " 

and/or guarantee unconditionally., or 'otnel"'wise secure" the obliga- • 

tions of one or more Al.lthorities in I"'~pect of .. their issuance O'f 

" , 
Authol"'ity 90nds for pollu.tion control., and sanit.,.y and solid; 

waste disposal or'" otner eligible -Faciliti'.s... Those Debt Securi-· 

ties may include one., or a combinAtion.", of the -Featurr,s. to:en~nc:~: 

.,." 

" 
',' > 
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Debt Securitie~ a~ .set fort.h in great.er det.ail in t.he application )joo""'" 

and related proceeding~, and will be i~~ued upon term~ and condi-

tion.s ~ub~t.antially con~i~tent with tho~e set forth in. or contem­

plat.ed by~ the application and any letter:s., document$. exhibits or 

information .submitted to the Comrni.s$ion or.to the Commi$~1on 

Advi~ory and Compliance Divi~ion (CACD) with the~e proceedins$. 

The total aggregate principal amount of i~suance.s of Debt Securi­

tie~ and guarantee:s. which may be made under the' application ~all 

not exceed $300.000.000. 

2. Edison may ex.ecute and deliver, an indenture. or one, 

or more· $upplemental .indenture~.and ~ell. lea~e. a~$ign.. mortgage 

or otherwi$e dispose of. or encumber. utility property in connee-

tion with the issuance and sale of any Debt Securities hereunder. 

s. Edi~on may is:s.ue. ~ell and deliver Debt Securitie~ by 

public offerings or priVate placements. 

4. Edison's proposed i~:s.uance and :s.aleof variable rate 

Debt Securities, Over~ea~ Indebtednes.~. Foreign$ecurities. No~s 

and Loan~ are exempt from the requirements of the Commis:s.ion':s. 

Competitive Bidding Rule .. 

5. Edi:s.on may shorten the period' of time between the 

issuance of an invit.ation for bids. and the ~cheduled receipt of 

bids. to a period· which is the shortest time reasonably required in 

order to obtain a :s.ufficient number of'bid:s from'underwriters r 

" , 

. ,', 

purcbaser:s. or group:s. thereof. Edison may accelerate, postpone or 

• cancel the :scheduled date and' time for receipt 'of bids., request 
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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. 

S. Edison shall apply the proceeds of the indebtedness 

authorized for the purposes specified in the application. 

7. Within 30 days, after award1n. the contract for the sale 

of Debt Securities by competitive biddina. Edison shall file a. 

written report.,with the Commission. showinafor each bid received. 
" 

the name of the bidder., th,e price. the interest rate and the cost 

of money to Edison based on the price and interest rate_ 
, " 

8. If the Debt Secur:ities are sold by means of a publie 

offerina .. Edison shall file with CACD,three copies of: its. final 

prospectus perta.inina to, the Debt-,Securities.. as soon as. 

practicable. after the prospectus 1s, available. 

9. , Within 30 days after the issuance" and sale' of '.an,y series.:, 

of Debt Securit.ies by means of neaotiated:underwritten public 
'.' 

offerings or neaotiated private placements. ineludilla' commercial' 

bank borrowi~s.. in either the domesti.e or fore ian, markets .. Edison i 

shall file with CACD a report. showin&- why th~ 'resultina: interest 
I ,."" 

.,,'-

rate and cost. of ,money, were: the most advantageous' to Edison and 

its ratepayers. 

10. If Sci1son enters into contractualapoeements. to induce' 

third p.ar1:.ieato'provide credit. enhancements in conjunetionw1th 

the issue and' sale, of Debt Securities,. within 30 daysaft:er the, 

, -27,-
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• 
is~uance and ~ale of any series of Debt Securitie~~ Edison shall 

file. with CACD. a cletailecl listing of t.he costs of the creclit 

enhancements ancl a,report shOwing why Edison 'believes the co~t ~f 

money and cost of the credit enhancements were advantageous ~ 

Edi~oll. and it.~ ratepayers. 

11. Eclison shall file the reports required by General Order 

Series 24. 

l2. The application is £ranted as se-e. forth abovo. 

The authority arant~d by this order to issue Debt 
" ' 

Securit.ies will become effective when Edi~on pays $111.100. the 

feo set by Public Ut.ilities. Cocle Section f904(b) aftertak1ng 

• credit for the retirement ofS3·7,.SOO,,000 of f1-1/2X Guaranteed 

Debentures. and $7.400.000 of Firs.t.: and Refun~ Mort.age Bond~. 

This orcler is. effective today. 

PUC~IC lrn~rnC CONII.\!S$:ON 
STAiE OF ,CALIFORNIA 
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4. The application ~hould 'be ~anted to- the extent ~et. /' 
forth in the order which follows. ~ , 

The propo~ed Deb~ Securities are for lawful pUr.P9Ses and 

the money. property or labor to be obtained,. or paid fo .. by the 

Debt Securities is required for the~e purposes.. 

Debt Securities may not be charged to operatinge 

income. 

The following order should be ive on the, date of 
. 

silnature and payment of the fee set by PO to 

enable Edison to issue its expeditiously. 

IT IS ORDERED that~ 

1 • At allY time or times 

order an~ prior to June 30, 

Company (Edison) may issue, 

the effeet.ive date of this ", 

Southern California Edison 

ana 'deliver one or more series of 

it.s First. and" Re, funding Mort~t.e Bonds (Bonds). Debent.ures, 

Overseas Indebtedness. Fo-re~ Seeurit.ies and Notes; enter into 

Loans,. fully auarantee 

Foreii'll Seeurities" Note, 

Overseas Indebtednes$'~ 

Affiliate .. the, proceeds of 

which may' be lent to' 'Ed son or to anotherA1f1l1at~h and/or 

or'otherwise secure, the ob11eationsof 

one or more Authoriti s in respect oljt.heir' issuance of Aut.hority 
, ',' / ' " ' 

Bonds for pollut.ion. eon.trol. and s.anit..ary and: solid' waste dispos.al,:, 

or other eli.i'1)le fac~1e5~ ,Those'De.bt- Securit-iesmq include 

one,. or a combin.at.ion. of thefeat.ures·to enhance Debt Securities 

-Z5-
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a~ ~et forth in areater detail in the application and related 

proceeding5~ and will be i:s.5ued upon term:s. and conditions :s.ub­

:s.tantially con5is.tent with thos.e ~et forth in. or contemplated 

by. the application and any letters.. documents .. exhibits. or 

information ~ubmitted to the Commi:s.:s.ion or to the Commission 

Advi:s.ory and Compliance Division (CACD) 

The total aureaate principal amount. of 1:s.suances of Debt. Se i-/ . 

ties and BUarantees. which may be madf! under t.he appl:Lca'tion shall 

no't exceed S300,..OOO.OOOp 

2. Edison may execute anci deliver an indentur , or one 

or more su.pplemental indentu.res'. and:s.ell ,--lea:s.e • 

or o'therwise dis.po~e. of, orencwnber, u'tili t.y, p perty in connee-
, , 

"J] • 

tion with the issuance and saIe of any Debt S curi ties. hereunder.,',' . 

3. Ed150n may iS5ue, 

public offeri~s or priva.te placements. 

4., Edi50n' 50 propos.ed is.s .. uance - . s.ale of variable rate 

Debt Securities. Overseas. Indebtednes " Foreiln Securities., Notes. 

and Loans are exempt from the of the Commission" s 

Competitive Bidding Rule. 

S. Edison may shorten th time between the 

issuance of an invi tation- fortid'S, and: the scheduled. receipt of, ,-' 

bida- to a period' which is the shortest.- t.ime rea$Ona'bly required' in 
, /-

order to obtain a sufficie~ number of bid~ from, underwriters, , -.,' I ' ' , 
purchas.ers or aroups thereof. Edison: may-accelerate, postpone or' 

" - ... - ,~.~ " 

cancel the scheduled' date and· 'time for receipt of ~ids,. reques.'t 
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