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Deci~lon ___ ~ ___ O_8 __ 0_'5~Z __ _ AUG241988 

BEFORE THE PUBLIC OTILITIES COMMISSION OF TEE 

Applica~ion ox SOOTHERN CALIFORNIA EDISON ) 
COMPANY to i~$ue. ~ell. and deliver one or ) 
more zerie~ of :o.,'ot Securi t.ie~ ano. t.o ) 
guarant.ee t.he obligat.ion:s of ot.herz in ) 

CA-17 

®OOu®U0ill~ 
STATE OF CALU'ORNJ.A 

re~pect. of the i~suance of Debt. Securit.ie~, ) 
t.he t.ot.al aggreg~t.e principal amount. of such ) 
indebt.ednesz and guarant.ee~ not. t.o exceed ) 
$300.000.000: to execute and deliver one or ) 

Applicat.ion 88-07-007 
(Filed July 6, 1988) 

more debent.ures; t.o :sell. leaze. aZ:5ign. ) 
mortgage, or ot.herwise dispo:se of or ) 
encuDlber utili t.y property; and tor an ) 
exempt.ion from t.he Commi:5:5ion'z Compet.itive ) 
Bidding Rule. (U 338-E) ) 

------------------------------------------------) 

Thi:s deci~ion grant.s Sout.hern California Edison Company 

(Edison) t.he aut.horit.y re<;,uested in it.s application and relat.ed 

proceeding$ t.o l$:5Ue. sell and deliver one or more $orie:5 of Debt 

Securitie$ and 'to guarant.ee t.he obligations of others in connec-

t.ion with the i:5:5uance of tho:5e Debt. Securities. 

Edi~on reque:st.e authority. under Public Utilitiee Code 

(Code) Sectione 8l6-8l8. 82l, 830 and 85l .. for t.he follOWing: 

1. To iZ:5ue. $ell and deliver one or more serie:s 
0% Fir:st and Refunding Mortgage Bonde, Deben­
t.uree. Overeea:5 Indebtednes:5,. Foreign Securi­
tiee and Note:s through public otfering:s or 
private placement.~ and to enter into Loan:s; 

2. To fully guarant.ee the Debenturee, Over:sea:5 
Indebt.edne:s:s. Foreign Securitiez, Note:s and 
Loans of a direct or in~irect ~uo~idiary of 
Edi~on (Sub~idiary) that i:5 engaged in 
act.ivitie~ regulated by the Commi~sion. the 
proceede of which indebtednee~ may be len~ 
to Edi:son or to another Edison Sub~idiary; 

3. To provide that the aggregat.e princ'ipal amoun't 
ot First and Refunding Mortgage Bond~ (Bond~), 
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Debenture~. Oversea$ Indebtedne~~, Foreign 
Securitie~. Note~ and L¢an~ (to be collec­
tively referred to a$ Debt Securitie~) i~~ued 
by Edi~on or i~~ued by a Sub~idiary and guar­
anteed by Edi~on ~hall not exceed $300.000.000; 

4. To use the net proceeds from the Debt Securi­
tie$ to reimbur~e it~ treasury for moneys pre­
viou~ly exPended for capital improvements and 
to retire or refund ~ecuritie~ previously 
i~3ued; 

S. To guarantee unconditionally or otherwi~e 
~ecure the obligation~" of one or more political 
~ubdivi~ions (Authority) in re~pect of their 
i~suances of debt for pollution eontrol. 
~anitary and 301id wa~te di$po~al or other 
eligible facilitie~ financings; 

S. To execute and deliver an indenture or 3upple­
mental indenture in conneetion with any pro­
po~ed issue of Debt Securitie~; 

7. To sell. lea~e, a~sign. mortgage or otherwise 
disp03e of or encumber utility property; 

8. To have the i~3uance of certain Debt Securities 
exempted from the requirements of the Commi33ion's 
Competitive Bidding Rule; and 

9. To be ~llowed a mOdification of the 
Commi3~ion'3 competitive bidding requirements 
to permit Edi30n to shorten the period of time 
between the issuance of an invitation for bid~ 
and the 3cheduled receipt of bid~ to a period 
which is the shorte~t time reasonably required 
in order to obtain a 3ufficient number of bids 
from underwriters, purcha3ers or other group3; 
to accelerate, p03tpone or cancel the ~ched­
uled date and time for the receipt of bids; to 
reject all bid$ submitted; to request the 
resubmi~~ion of bids. to re3chedule su'b3eqUent' 
receipt of bids and to vary the amount, terms 
and conditions of the Debt Securities submit­
ted for bid~, all without newspaper 
publication . 
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Notice of the tiling of the application appeared on the 

Commiz~ion' ~ Daily Calendar ot July 11 ~ 198,8. No prote=:s-'to~ have 

be~n received. 

Edi~Qn .• a California corporation,. Operat.ez a!5 a public 

utilit.y under the juri!5diction of this Commi!5!5ion. Edi!5on gener-

~:t.e!5. purcha!5e!5. tran!5mi t.!5. di!5t.ribut.e~ and !5e1l!5 elec't.ric 

energy in portion!5 of Central and Southern California. 

For the three month!5 ended March 31. 1988~ Ed1!5on 

report!5 in it!5 Stat.ement of Income that it generated t.o'toal 

operat.ing revenue~ of $1~303.369,OOO and net. income of 

$12B.324.000 ~hown a!5 part of Exhibit A attached 'too the applica-

• t.ion. For the 12 month~ ended March 31. 1988. Edi!5on reports 

that i'to generated. tot.al operating revenues of $S.512.340,OOO and. 

net income of $736.237.000. 

.. '. 

Al!5o zhown a!5 part of Exhibit A is Edison's Balance 

Sheet az of March 31. 1988. !5ummarized as followz: 

-3-



• 

• 

A.88-07-007 CACD/KLB 

Net Utility Pl~n~ 
Other Property and Inve~~ment~ 
Current As~et:, 
Deferred Charge~ 

Total 

Li~ili~ie: and Eg~~Z 

CommQn Equity 
PreferredlPreference Stock 
Long-Term Debt 
Long-Term Obligations 
Curren~ Liabilitie~ 
Deferred Credits 

Total 

D~b't $~curitie!l 

AmOl.lllS< 

$11.381,.365.000 
436,.442,.000 

1.450.76.1,000 
721. 156. QQQ 

$13,,989, 73~, 000 

$ 4,8-17,102.000 
62"6,2"30,000 

4.835.845.000 
116.2"17.000 

2.652",2"14.000 
942,OQ2.QOO 

$13,989,.730,000 

Edi~on seeks authorization to is~ue Debt Securities 

directly and/or to fully guarantee the Debt Securities i~sued by 

it~ Sub~idiary. If Debt Securiti¢~ are i~~ued oy it~ Su~sidiary. 

the proceed~may be lent to Edison or to another Subsidiary. 

The principal amount and the terms and conditions of each is~ue of 

Debt Securities will be determined by Edi~on's management and/or 

eoard of directors according to market conditions at the time of 

sale. 

Each issue of Debt Securitie~ may contain a provi~ion 

allowing it ~o be redeemed or repaid prior to maturity. An early 

redemption provision may allow the Debt Securities to be redeemed. 

or repaid at any time. or it may allow the Debt Securitie~ to be 

.,.' , •.. redeemed or repaid only after a certain restrictive period. In 
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either ca~e. the Debt Securitie~ would be redeemable at a premium 

over par or at a ~tated price. 

Debt Securitie~ may bear a fixed or floating rate of 

intere~t and may be i~~ued at par or with an original i~~ue di~­

count or premium. Edi~on will notify the Commi~~ion by letter. 

promptly after the date of i~$uance of any Debt Securitie~, of the 

term~ and condition~ of tho$e Debt Securitie~. 

Wi th the exception of medium-term note~~' each ~erie~ of 

Debt Securitie~ i~ expected to have a maturity of between one ye~r 

and 40 year~. Medium-term note~ are expected to have a maturity 

of between nine month~ and 40 year~ • 

With the exception of Fir~t and Refunding Mortgage Bond~ 

(a~ defined below) and direct loan~. each i~~ue of Debt Securitie~ 

may be i~~ued under an indenture to be delivered to the tru~tee 

for that i~~ue. The indenture may be a ~upplemental indenture to 

a previou~ indenture. The indenture would ~et forth the term~ and 

conditions of each i~~ue of Debt Securitie$. 

The following de~cribe$ in greater detail the type$ of 

Debt Securitie~ that may be i~$ued: 

A. Secu~d Dept Securitie~~ (Bond~) 

Security for Bond$ may be included in the form of a 

lien on property in the form of Fir$t and Refunding Mortgage 

Bond$. a letter of credit, a ~tandby bond pureha~e agreement, an 

., .. _ •. in$uranee policy provided by a third party. or through other 
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credit enhancement arrangement~. Such credit enhancement~ may be 

included to reduce intere~tco~t or improve other credit terms. 

The Fir~t and Refunding Mortgage Bonds will be issued in 

accordance with that certain tru~t indenture dated a~ of October 1. 

1923. which heretofore ha~ been filed with the Commi~zi¢n. The 

~upplemental indenture delivered in connection with each series of 

Bondz will be in a form con$i~tent with $upplemental indentures 

previouzly filed with the Commizzion. 

Bond~ may be ~old to either dome$tic or foreign 

investor~. Bonds may be sold to underwriters who in turn will 

offer the Bonds to invezt,orz. or m.ay be sold directly to investors 

either with or without the assistance of a private placement 

agent. Bonds may be registered with the Securities and Exch~ge 

Commi$sion (SEC) and. de~nding on the method of offering and 

sale. may be listed on a $tock exchange. 

In conjunction with the i~$uance of Bonds. Edison may 

enter into contractual agreements whereby a third party will 

provide appropriate credit facilitie~ a$ security for the Bond~. 

The cost of the credit facilities will be included in determining 

the overall cost of the Bonds. 

B. Un:,eeyred Debt ..seeurilii~:1 (Deb¢ntJar""= 1 

Debenturez may be ~old to either domestic or foreign 

inve~torz. Debenture~ may be sold to underwriters who in turn 

will offer the Debentures to investors or may be sold directly to 

investors either with or ~thout tho az~iztanee of a plaeement 
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agent. The Debenture~ may be regi~tered with the SEC and may oe 

lizted on a ztoek exchange. 

C. Qye~:a~ In~~btedn~=~ 

Over~ea~ lndebtedne~~ will be i~~ued and ~old ultimately 

to foreign inve:stor~ and will likely oe derJ.ominated in U. S. 

dollar~. Thi~ type of financing can be advantageous when d~~and 

for dollar-denominated ~ecuritie~ i~ high. Overzea~ Indebtednez~ 

would be izzued and sold only when these i~~uancez result in an 

overall co:t of money to Edi30n or Sub~idiary lower than is~uances 

of comparable dome~tic debt seeuritio3 in the U.S. market. 

D. ~reign Curr~n~y Den2mina~ed S:c~t1tie~ LF9reign • 
S~r:i'kif!!s 

Edi~on and/or Sub~idiary may i~~ue Foreign Securitie~ 

with the payment of intere~t or prinCipal. or b¢th, denomin~te~ in 
, , 

a foreign currency. Foreign Securities may be sold to foreign or 

dome~tic inve~tor~ and may be denominated in any major foreign 

currency, including 1 but not limited to Dutch guilder~; Au~trian 

~chillings; British pound~: French fr~nc:s; German mark~; Austra­

lian, New Zealand, or Canadian dollar~; Japane~e yen; SWi3~ 

francs or Euro~an Currency Units. Foreign Securitie~ will be 

i~~ued only if ~he borrowing eo~~~, including all ~ran~action and 

foreign exehange contrac~ eo~t~. are lower than a comparable U.S. 

dollar financing. 

Edi~on and/or SubSidiary will enter into one or a zerie~ 

," • of forward eontraet~ by which a e01J.nterparty would be obligated ~¢ 
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p~y Ed1~on ~nd/or Sub~1diary the foreign currency for debt ~ervicing. 

In exch~ge. Edison ~d/or Subzid.i~ry will p~y a counterp~rty U.S. 

d.oll~r~ 'b~~ed on a pre-d.e~ermined :eormul~. Th1~ con~r~c~ would be 

with ~ major financial intermediary (like a commercial bank) Or 

directly with a principal in need of 0.5. dollar~. The cost of 

the forward contract will be included for determining the overall 

co~t of Foreign Securitie~. 

E. ~~~m-T~tm Note: CijQte:) 

Notez may be offered on a co~tinuous or periodic basis 

and may be ~old privately or publicly in the domestic or foreign 

c~pital markets. If ~old in foreign capital marke~s. Notes may be 

denominated in 0.5. dollars or in a foreign. currency. If Note~ 

are denominated in a foreign currency. Edison and/or Subsidiary 

will enter into a ~eparate contract whereby it~ debt servicing 

would be converted to 0.5. dollars. 

Note~ may require registration under the federal 

securities l~ws by the filing of a registration ztatement which 

include~ a prospectus, an indenture and other pertinent documents. 

Notes may be issued as part of a program on a continuous or 

periodiC bazi~. Edison and/or Sub~idiary may ~ell Notes through a 

placement agent who markets Notes on a reasonable efforts basis. 

Edison ~d/or Subsidiary al~o may sell Notes to underwriter~ who 

in turn offer Notez to investorz or may zell Notes directly to 

.,_ e. investors. These Notes may be li~ted on a stock exchange. 

-8-



• 

• 

A.88-07-007 CACD/KLH 

If Note~ are ~old through a placement agent. at lea~t 

two agent~ will be u~ed to en~ure competitive pricing. Ba~ed on 

market condition~ and con~ultation with the placement agents, 

Edi~on and/or Sub~idiary would determine the intere~t rate~ at 

which it would be willing to i~~ue Note~ of variou~ maturitie$. 

The placement agent~ would be notified of tho~e intere~t rate~. 

The rate~ can be continuou~ly updated to reflect changing market 

condition~ and Edi~on'~ and/or Sub~idiary'~ de~nd for fund~. 

F. Dir~ct toonz (t9an~) 

Edison and/or Subsidiary anticipate that. from time to 

time. it may be advantageous to borrow directly from bank~ • 

in~urance companies or other financial in~titutions. Edi~on 

and/or Sub~idiary would enter into the~e Loan~ only when the 

Loan~ are de~igned to re~ult in an overall co~t of money lower 

than that available through the i~~uance of alternative debt 

~ecuritie~. 

G. No~ice R~~rding Fo~ign Se~ritie~ a~ N~e~ 
Denominated in ~ Fqreign Cur~ncz 

Edi~on is placed on notice. by this decision. that the 

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

e~t ratC$ for Foreign Securitie~ and Note$ i~sued by Edison 

and/or Subsidiary in a foreign denominated currency. Any reduc­

tions in the effective co~t of money re~ulting from currency 

value fluctuation will be pa~sed on to Edison'~ ratepayers in 

,\'f'" • -"future ratemaking proceeding~ as a reduction of the cost of money 
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for all Debt Securities in Edison's capital structure. Any 

lo~~e~ incurred by Edi~on and/or Subsidiary a~ a re~ult of eur-

r~ncy value fluctuations on the redemption, refunding or conver-

sion of any of it~ Debt Seeuri~ies will not be passed on to the 

ra~payers in future rate proeeeding~ as increases on the cost of 

money of all Debt Securities in Edison's capital structure. 

E:a~u~~ to Enhan~~ Debt Seouri~ie~ 

Edi~on reque~ts a~thorization to include at it~ di~cre-

tion one or a combination of the !ollowing additional features in 

Edison's or Subsidiary's Debt Securities. These features will be . 
used as appropriate t~ improve the terms and condition~ of Edison's 

and/or Subsidiary'~ Debt Seeurities and ,to lower Edi~on's overall 

co~t of money for the benefit ofit~ ratepayer~. 

A. Put Option 

Edison anticipate~ that, from time to time, the cost of 

Edison'~ and/or Subsidiary's Debt Securities maybe reduced by 

the inclusion of a "put" option. Thi~ would allow the holders of 

Debt Securities to l-equire Edison and/or Subsidiary to repurchase 

all or a portion of each holder's securities. This is the re­

verse of a "call" provision whereby Edison and/or Subsidiary 

would have the right t~ force the debtholders to sell the Debt 

Securities back t~ the company. Debtholder~ are willing to 

accept a lower interest rate in exchange for the protection that 

a put option offers them. 
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B. Sinking Fund 

Edi~on anticipate~ that~ from time to time~ the eo~t of 

Edi~on'~ and/or Sub~idiary~~ Debt Securitie~ may be reduced by 

the u:;e of a "~inking fund". Hi:;torieally, for i~~uer~ of high 

credit :;tanding, the financial marketplace has not valued the 

sinking fund option sufficiently for its u~e. However, Edison 

and Subsidiary wish to preserve the ability to use this oPtion 

should a market preference develop. 

A sinking fund may operate in either of two ways: 

(a) Edison and/or Subsidiary may not set aside a sum of money 

periodically :;0 that~ at the maturity date of the bond is:;ue, 

there is a pool of cash availa~le to redeem the issue, or 

(b) Edi:;on and/or Subsidiar/ may periodically redeem a specified 

portion of the bond issue. In this way. at the maturity date of 

the bonds, less than the original face value of the bond issue 

will remain outstanding. Typically. Edison and/or Subsidiary 

would have the right to meet its sinking fund obligations by 

either calling a certain number of bonds or purch'asing the bond~ 

in the open market. 

C. Tax-Ex~m~t Featute 

Edison anticipates that. from time to time. the cost of 

Edison's Debt Securities may be reduced by placing the securities 

with an Authority and unconditionally guaranteeing or otherwise 

. ~ .•... :;ecuring the Authority':; obligations in respect of its i:;suances 

of tax-exempt debt in connection with the financing of Edison's 
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faeili~ie~. Edi~on anticipate~ u~ing the tax-exempt option 

whenever it~ facilitie~ qualify for tax-exempt financing under 

federal law. In. order to obtain the benefits of t~-exempt 

financing for pollution control, ~anitary and ~olid wa~te 

di~po~al or other eligible facilitie~, Edison propo~e~ to engage 

in one or more finaneing~ with an Authority. Edi~on contemplate~ 

that the propo~ed financings would be ~t.ruct.ured ~ub:ltantially as 

follows: 

(1) AIl Authority would is~ue and 3ell one or more 
serie~ of its bond~. notes, debentures, or 
other securities (Authority Bonds) (plus 
accrued interest) to a group of underwriters 
who would ultimately market these Authority 
Bonds to investors; 

(2) Concurrently with the sale and delivery of 
these Authority Bonds, Edison would enter 
into a loan agreement or other security 
agreement with the Authority, or would enter 
into an Installment Sale Agreement with the 
Authority under which pollution control 
facilitie~ would be conveyed to the Authority 
in con~ideration for the proceeds of the 
Authority Bonds. and the facilities would 
~ub~equently be reconveyed to Edi~on in 
consideration for Edi~on's Debt Securities. 
The operation and control of the facilities 
would remain with Edi~on or the project 
o~rator at all time~; and 

.".' 

(3) Concurrently with the sale and delivery of 
the Authority Bonds, Edison would issue and 
deliver to the Authority, in consideration of 
the Authority'~ obligationz ~etforth in (2) 
above, Edison'z Debt Securities (plus accrued 
interest) with the termz and conditionz ot 
the indebtedne~~ to be sub~tantially consis­
tent with the term~ and'conditions of the 
Authority Bonds or would unconditionally 
guarantee or otherwi~e ~~cure the Authority'~ 
obligations. in respect. of the Authority 
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Bond.5. All rights. title ~n~ interezt of 
the Authority in Edi~on'~ Debt Securitie~ 
would be ~~~igned ~o a tru~tee under ~ in­
denture pur~uant to which the Authority Bond~ 
would have been iz.sued, as security for t.he 
purcha~er~ of the Authority Bond~. 

Edi~on anticipat.e~ that., from time to time, the co~t of 

Edi~on'~ and/or Sub~idiary's Debt Securities may be reduced by 

attaching warr.ants to the securities. Each warrant would entitle 

the holder to purchase an additional bond or ~ebenture with pre­

establi~hed term~ and conditionz (Debt Warrant~) or to' purcha~e a 

share of common stock (Stock Warrants). The Debt Security to be 

i~sued upon exorcise of a Debt Warrant would boar interest at a 

pre-e~tablizhed r~te and would mature at a pre-established time. 

No additional underwriting fees would be incurred upon exerci~e of 

t.he warrant.z. Debt Warrant.~ would mo~t likely be exercised if 

interest rates d~cline below the pre-established rate and would 

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

established rate. Stock Warrant~ would most likely be exercised 

if the common stock rose above a pre-est.ablished price and would 

mo~t likely expire unexercised if t.he common stock price remained 

below the pre-e~t.abliz.hed price. Edison believes there are int.er-

val~ when invo.5torz over-value warrants to the advantage of the 

i~suer. The higher the value placed on the warrant~, the greater 

the potential zavings to ratepayers. evenif'tho warr~tz are 
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exercized, could still realize ~aving~ becauze of the premium 

received from the zale of the warrants. 

Intere~t RAt~ froteetion 

In normal m",rket condition~ .. variable interest rate debt 

initially carries a lower interest> rate than comparable fixed rate 

debt. However, there is the pos~ibility that the variable rate 

could increase so that the average vari",ble rate is higher than 

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

interest rate risk. Edizon and/or Subsidiary may negotiate some 

type of maximum rate. uzu",lly called a "cap:'; In that eaze. even 

if variable ratez increase above thecaJi> or "ceiling" rate, Edison 

and/or Subsidiary would only pay the ceiling rate. In addition to 

the eeiling rate. sometimes the counterparty to· the contract 

desires to h"'ve a "floor" r",te. In the event t.hat t.he variable 

rate falls below the floor rat.e,. Edizon ~ud/or Subsidiary would 

pay t.he floor rate. 'the floor and ceiling rates are called "in­

terest rate collars" beeauze the interest rate fluctu",tes within a 

band which is negotiated between Edison ,and/or SubSidiary and the 

counterparty. Such protection for variable rat.e obligations i~ 

not unlike protection negotiated by con~umers for variable rate 

home mortgages. Caps or collars entered into by Sub~idiary .may be 

guaranteed by Edison. 
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~Xhibit A to Commis~ion Resolution #F-61S. dated' 

October 1. 1966. ~t~te~. "Securitie~ privately placed with ~peci­

fic lender~ and bank term loan~ obviously mu~t be negotiated. 

Competitive bidding i~ not presently available in European or 

Japanese markets. Certain tax-exempt polluti¢n c¢ntr~l b¢nd~ have 

term~ which are ~pecifically negotiated. Variable interest rate 

debt i~ normally c¢mpleted on a negotiated basis. It is re~son­

able that these types of debt instruments should be exempt from 

the Compe~i~ive Bidding RUle." Moreover. Notes are sold through 

a placement agent on a reasonable efforts b~si~ in a manner 

analogous to th~t used for commercial paper. Therefore. Edison 

reque~t~ an exemption from the Competitive Bidding Rule with 

re~pect to obtaining Loan~. issuing variabl~ rate Debt Securi-

tie~, and issuing Overseas Indebtedne~s. Foreign Securitie~ and 

Notes. However. fixed-rate Bonds and Debentures sold publicly in 

the domestic market will be offered through competitive bidding. 

In ~ddition. to provide added flexibility to take 

advan~ge of market opportunities. Edison requests that the 

Commission modify its Competitive Bidding Rule to permit Edison to 

use the following procedurez: 

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 
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required in order to obtain a zufficient 
number of bid~ from underwriter~, purcha~­
erz or group~ t.hereof (which t.ime period 
may be a~ ~hort a~ a few hourz) and 

2, To further modify t.he Competitive Bidding 
Rule to permit Edi~on to do the following: 

a. To accelerat.e. po~t.pone or c~cel t.he 
zcheduled date and time for receiPt 
of bid~; 

b. To reject. all b1d~ ~ubmitted; 
c. To reque~t the re~ubmi~sion of bid~; 
d. To re~chedule ~ub~equent. receiPt of 

bids and 
e. To vary t.he amount, t.erm~ and condi­

tion~ of the Debt Securitie~ ~ubmitted 
for bidz . 

. All of the above to be without newzpa.per publication . 

The Commi~~ion Advi~ory and Compliance Divizion (CACD) 

haz reviewed Edizon'z requezt and rea~ons for further modification 

of the Competitive Bidding Rule a~ modified by Rezolution ]'-616. 

The CACD ha~ determined that Edi~on haz made a compelling shOwing 

that the exemption~ requezt.ed are warranted and recommend~ that 

Edison'~ reque:s.tz be granted. We will accept the CACD'z 

recommendation. 

We place Edison on notice that in it~ next general rate 

proceeding before the Commi~zion, the reazonablenez~ of the inter­

e~t rate and cozt of money rezulting from the izzue of Edi~on'z. 

and/or Subzidiaryc z Debt Securitiez will be clozelY zcrutinized 

and may rezult in a dizallowance of the interezt expen~e, if it iz 

determined. th.at the co:>t of money incurred wai not prudent. We 

""". will al:>o require Edizon to provide u~ with a showing of why 
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Edi~on believe~ th~t the resulting interest rate andco~t of money 

were advantageous to Edison and its ratepayers. We will re~uire 

this showing within a re~son~ble ~riod of time ~fter issuanco of 

its Debt Securities. 

U~e of P1::~¢l'"d:t 

Edison propO~e$ to u~e the proceeds from the issuance 

and sale of its Doct S~eurities, or ~he proceeds lent to Edi~on 

from the issu~nce ~nd ~ale of Debt Securities by Subsidiary, other 

than for payment of accrued interest, (if any) and after payment 

or discharge of obligations incurred for expense~ incident to 

their issuance and sale to reimburse 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 ot stocks, 

stock certificates or other evidences of interest or ownership, or 

bonds. notes, or other evidences of Edison's indebtedness, for the 

~cQ.ui:sitio:o. of :property~ or for the construction. completion. 

exten~ion or imprOVement of Edison's facilities exclusive of main­

tenance of service and repl~eements ~nd/or for the retirement or 

the refunding of securities previously issued and upon which 

Edison p~id the fees prescribed by Code Section 1904(b). The 

amounts so reimbursed will become a part of Edison's general 

trea:'>ure :fund~. 
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Edison's capital ratios reported a~ of March 31. 19$8 

are shown below a~ recorded and adju~ted to give pro forma effect 

to the tran~actions that follow: 

Corr.pon"n1( M{lreh 31. 198a Pro Fo:cn~ 

Long-Term Debt 42.6% 49.0% 
Short-Term Debt 9,4 7,9 

Total Debt S2.0 S6.& 

Preferred/Preference Stock 5.6 5.4 
Common Equity 32,~ 37,! 

Total 100.0% 100.0% 

1. The propo~ed sale of up to $300,000,000 aggregate 
pr~ncipal amount of Edi~on/~ Debt Securitie~; 

2. The authorized but uni~sued $900.000,000 aggregate 
principal amount of Edi~on'~ Debt Securitie~ 
(Deci~ion (D.)8S-07-069 dated July 22, 1988 in 
Application (A.)8S-03-024); 

3. The authorized but uni~~ued $244,700,000 aggre­
gate prinCipal amount of Edison'~ Debt Securities 
(D.8S-0S-05S dated June 25, 1966 extended 
by D.S8-0S-00S in A.86-0S-004); 

4. The authorized but uni~sued $50,000,000 aggregate 
principal amount of Edi~on'~, Debt Securitie~ 
(D.8S-0S-0S0 dated March 9, 1988 in A.88-01-001); 

5. The authorized but unissued $100.000,000 aggregate 
principal amount of Preferred/Preference Stock 
(D.92933 dated April 21. 1981 extended by 
D.$7-0S-001 dated May 13. 1987 in A.603S1); 

6. The authorized but uni~~ued $194.250.000 aggregate 
amount of 6,000,000 ~hares of Edi~on'~ Common Stock 
(D.93677 dated November S, 1981 extended by 
D.86-12-012 dated December 3, 1986 in A.60926); 

7. The POtential ~ale of up to $48.562.000 aggregate 
amount of 1.500,000 ~hares of Edi~on's Common Stock 
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under a Long-Term Incentive Plan (Authorized by 
(D.81-01-010 dated July 8, :\.987 in A.87-0S-005); 

8. The i~~ue ana ~ale of $150~OOO,OOO Fir~t and 
Refunding Mortgag~ Bond~, Serie~ 8SB in April 1988 
(D.S8-03-030 d.at.ed. March 9, 1988 in A.eS-Ol-001); 

9. The negotiated $50,000,000 loan in April to 
finance a part of balancing account. oblieat.ion~ 
(D.81-09-050 dat~d S~pt.emb~r 23, 1987 in 
A.81-07-021); 

10. The issuance and sale of $100.000.000 Fir~t and 
Refunding Mort.gage Bonds. Series 88C in July 1988 
(D.8S-03-030 dated March 9. 1988- in A.88-01-001); 

11. The retirement of $60,000.000 First and Refunding 
Mortgage Bonds. Series Q .in April 1988 (D.65320 
dated May 1, 1963 in A.45341); 

12. The sinking fund redemption ot $2.250,000 of 
Preferred Stock, 8.54% Series in June 1988 
(D.90110 dated August. 28, 1979 in A.58994); 

13. The sinking fund redemption of $2,625,000 of 
Preterred Stock, 8.10% Series A in June 1988 
(D.90103 dated March 21, 1919 in A.5aSS8); : 

14. The ~inking fund redemption of $1,000,000 of 
Preferred Stock, 12.31% Series in April 1988 
(D.92933 dated April 21, 1981 in A.S0331); and 

15. The redemption. of $850,000 of Preferred Stock 1.80% 
Series in July 1988 (D.Sa031 dated October 15. 1917 
in A. 51572). 

Edison is placed on not.ice. by this aecision, that the 

Commission does not :find that its capi'tal ratio·s or the inclusion 

of ~hort-term debt in its capital structurea.re neces~ary or 

rea~onable ~or ratemaking purpose~. These are is~ue$ which are 

normally 'tes'ted. in general rate or ra'te base offset proceeding~. 
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Edi~on'~ e~tim~ted construction budget~ for calendar 

year:; 1988, 1989 and 1990 amount to about $2.2l0,OOO,000. Majol:' 

cla:;$ification of the tot~l budgeted con$truction ~re $ummarized 

a:; foilow~: 

Electric Generating Plant 
Electl:'ic !ran~mi~$ion Linez 

and Substa'C;!.ons 
Electric Distribution Line~ 

and Sub~:t.ation~ 
Other Expenditures 

Total 

Le~s: Allowance for Funds 
Osed During Construction 

Fund:s Used and/or Required for 
Construction Expenditure 

~ llaa uao. 
(Million~ of Dollar:;) 

$17l 

177 

464 
-1l. 

$883 

$849 

$154 

106 

399 
~ 

$725 

$703 

$129 

llO 

:)82 
~ 

$684 

, Edison is placed on notice. by th1$ deci~ion. that the 

Comroi:;:;ion doez not tinct Edison's eon$truction oudget~ ~re neeO$-

~ary or re~~onable for l:'atemaking PUrpo~e~. These are i~zue$ 

normally te~ted in general rate or rate baze off:set proceedingz. 
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.w.a ~ .laM. 
(Thouzand~ of Dollar~) 

Fund~ needed for Con~truction 
Expenditure~ 

Bond Maturitie~ and 
Redemption~ 

Bond Sinking Fund 
Requirement~ 

Fir~t Mortgage Bondz 
CCalectric) 

Preferred/Preference Stock 
Requirement~: 

S100 Cumulative 
Preferred Stock 

$25 Cumulative 
Preference Stock 

Short-Term Debt Out~tanding 
at the beginning of year 

Subtotal:s. 

Le~~: E~timated Internal 
Cazh Generation 

Additional Fundz Required 
from External Sourcez 

$ 849,000 

253.781 

5.250 

12.000 

18,726 

28.864 

2J ,QOO 

$1,188,621 

409.00Q 

$ 779,621 

:1: 703,000 

134.0l6 

5,250 

0 

11,863 

0 

197,000 

$1,051,129 

829.000 

$ 222.129 

The CACD ha~ analyzed Edi~on'~ ca~h requirement~ 

$ 6-S9,OOO 

248.26l 

5.250 

12.000 

11,738 

0 

312,000 

$l,248.249 

875.000 

$ 373,249 

foreca~t for 1988, 1989 and 1990 provided the CACD in Edi~on'z 

Supplemental Data a~ ~hown in Schedule III. The CACD haz con­

cluded that internally generated funds will provide about 34% 

or $409,621,000 of the capital requirement~ in 1988, 79% or 

$829,000,000 in 1989 and 70% or $875,000.000 in 1990. The CACD 

concludes that the proposed zale of Edi~on's Debt Securities iz 

necez:s.ary to help meet forecazted cash requirements which includes 

capi t.al exPendi ture:5-. 
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The CACD ha~ reviewed the applica~ion and ha~ concluded 

that the propo~ed sale of Edi~on'~ Debt Securitie~ i~ rea~onable 

and that the authority ~hould be gran~ed. 

[inding::; Clf [act, 

1. Edi~on. a California corporation. operate~ a~ a public 

u~ility ~ubjeet to the juri~diction of thiz Commi~~ion. 

2. The propo~ed Debt Securitie~ would be for proper 

purpo~e~. 

S. The money. property or labor to be procureQ, or paiQ 

for. by the propo~ed Debt Securities i~ rea~onably required for 

the purposes ~pecified in the application . 

4. Tran~action~ which relate to obtaining Loans. issuing 

variable rate Debt Securities and i~~uing Over~ea~ Indebte~ess, 

Foreign Seeuritie~ and Notes should not be required to be made 

through the Commission's Competitive Bidding Rule. With respect 

to fixed-rate Bond~ and Debentures sold publicly in the domestic 

market. it i~ in the public interest to modify the Commi~zion's 

competitive bidding requirements to permit Edi~on to shorten the 

period of time between the i~~uance of an invitation for bid~ and 

the scheduled receipt of bids to a period which is the shortest 

time reazonably required in order to obtain a suffiCient number of 

bids trom underwriters, purchasers or groups thereof. Edison may 

accelerate. postpone or cancel the scheduled date and time tor 

• _,~receiPt of bids. request the rezubmission of bids. reschedule 
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~ub~equent receipt of bid~ and vary the amount~ term~ and 

conditions of the Debt Securi~ie$ submitted for bid~. all of the 

above to be without new~paper publication. 

7. It i~ proper for ratemaking purpo~es that any reduction 

in the effective co~t of money re~ulting from currency value 

fluctuation~ on Debt Securitie~ ii~ued in a foreign-denominated 

currency be pas~ed on to ratepayer~ in future rate proceedings a~ 

a reduction in the co~t of money for all Debt Securitie$. 

8. There i~ no known oppo~ition and there i~ no reaSOn to 

delay granting the authority requested. 

CQnclu=iQns of ~aw 

1. A public hearing i~ not nece~sary. 

2. The application ~hould be granted to the extent set 

forth in the order which follows. 

The propo~ed Debt Securities are for lawful purposes and 

the money, property or labor to be obtained, or paid for, by the 

Debt Securitie~ is required for these purpo~e~. Proceeds from the 

Debt Securities may not be charged to operating expense~ or income. 

The following order should be effective On the date of 

~ignature and. payment of the fee set by Code Section 1904(b) to 

enable Edison to issue its Debt Securitie~ expeditiou~ly. 

QEllEE 

IT IS ORDERED that: 

1. At any time or times after the effective date of thi$ 

order and on or prior tOo December 31, 1990. Sout.hern California 
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Edi~on Company (Edi~on) m~y i~~ue. ~ell and deliver one or more 

~erie~ of Fir~~ and Refunding Mortgage Bond~ (Bond~). Deben~ure~, 

Over~e~~ Indeb~edne$~, Foreign Seeuri~ie~ and No~e~; en~er into' 

Loan~; fully gu~ran~ee the Debenture~, Over~ea~ Indeb~edne$~, 

Foreign Seeuritie~. Note~ and Loan~ of Sub~idiary. the proeeed~ of 

which may be lent to Edi~on or to ano~her Sub~idiary, and/or 

guaran~ee uncondi~ionally or o~herwi~e ~ecure ~he obliga~ion~ of 

one or more Authoritie~ in re~pect of their i~~uance of Authority 

Bond~ for pollution control. ~anitary and ~olid wa~te di~PO~al or 

other eligible facilitie~. Tho~e Debt Securitie~ may inclUde one 

or a combination of the feature~ ~o enhance Debt Securi~ie~ as ~e~ 

forth in greater detail in the application and related proceed­

ings, and will be i:5sued upon term~ and conditionz zub:lt.ant.1ally 

con~i~tent wit.h tho~e ~et forth in, or contemplated by, the appli­

c~tion and any lett.er~, document~. exhibit.~ or information submit­

ted to the CACD in connection with the~e proceeding~. The total 

aggregate prinCipal ~ount of is~uances of Debt Securities and 

guaran~ee~ which may be made under the application shall not 

exceed $300.000,000. 

2. Edison may execute and deliver an indent.ure, or one of 

more supplemental indentures .and 'sell. lease, a~z.ign, mortgage or 

ot.herwise diz.pose of, or encumber, utility property in connection 

with the issuance and sale of any Debt Securities hereunder. 

3. Edi~on m~y izzue, sell and deliver Debt Securitie$ by 

public offerings or private placements. 
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4. Edi~on~~ propo~ed issuance and ~~le of vari~ble rate 

Debt S~curities; Over~ea~ Indebtedness. Foreign Securities, Note~ 

and obtaining of Loan~ are exempted from the re,Cluirement~ of the 

Commi~~ion's Competitive Bidding Rule. 

5. Edison may ~horten the p~riod of time between the 

i~suance of an invitation for bids and the scheduled receipt of 

bid~ to a period which i~ the ~horte~t time rea~onably re~uired in 

order to obtain a ~ufficient numb~r of bids from underwriter~. 

purch~sers or groups thereof. Edison may ~cceler~te. postpone or 

cancel the scheduled date and time for receipt of bid~, request 

the resubmi~sion of bids, re~chedule sub~equent receipt of bids 

and vary the amount. terms and conditions of the Debt Securitie~ 

~ubmitted for bid~) all of the above to be without newspaper 

publication. 

S. Edi~on ~hall apply the proceeds of the indebtedne~s 

authorized for the purpose specified in the application. 

7. Within SO day~ after awarding the contract for the sale, 

of Debt Securitie3 by competitive bidding, Edison ~hall file a 

written repo~ with the Commission Advi~ory and Compliance 

Division (CACD) ~howing for each bid received, the nMoe of the 

bidder, the price, the interest rate and the cost of money to 

Edison based on the price and interest rate. 
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8. If the Debt Securitie~ are ~old by mean~ of a public 

offering~, Edi~on ~hall file with the CACD three copie~ of it~ 

final pro~pectu~ pertaining to the Debt Securitie~. ~~ ~oon a~ 

practicable, after the pro~peetu~ i~ available. 

9. Within 30 day~ after the i~suance and ~ale o! any ~erie~ 

of Debt Securities by meanz of negotiated underwritten public 

offering~ or negotiated private plaeement~. including commercial 

bank borrowings, in either the domestic or foreign markets, Edison 

~hall file with CACD a report showing why the re~ulting intere~t 

rate and cost of money were the mo~t advantageou~ to Edison and 

it~ ratepayers. 

10. If Edison enters into contractual agreement~ to induce 

third partie~ to provide credit enhancements in conjunction with 

the issue and sale of Debt Securitie~, within 30 day~ after the 

iszuance and zale of any ~erie~ of Debt Securitie~, Edizon shall 

file with the CACD a detailed listing of the cost~ of the credit 

enhancement~ and a report showing why Edison believes the cost of 

money and co~t of the credit enhancements were advantageou~ to 

Edison and i t~ ratepayer~. 

11. Edi~on ~hall file the reports required by General Order 

Serie~ 24. 

12. The application is granted a~ ~et forth above. 
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The authority granted by thi~ order to i~~ue Debt 

Securitie:s. will become effective when Edi~on pay~ $l26.000. the 

fee ~et by Public Otilitie~ Code Section 1904(~) after taking 

credit· for the redemption of $60.000.000 of Fir~t and Refunding 

Mortgage Bond~, Serie~ Q, retired in May 1988. 

Dated AUG 24 1988 • at San Fr3.nei~eo. C~lifornia. 

STANLEY. w. lIULETl' 
. Ptesident 

·DONALD· VIAL 
FREDERICK R.DUDA 
Co. MlTCHElJ. WD..K 
JOHN a OHANIAN 

Commissionen 

PUBi.IC Ui!li'rtE5 CON\o\,.:ssroN I 
STATE OF CALIFORNIA J 

I 
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