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Decision g9 08 023 AUB 3 1889
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Applications of
SOUTHERN CALIFORNIA EDISON COMPANY
for Orders modifying Decision
87-09-050 authorizing issuance of =027
Debt Securities, and/or guarantecing (Filed July 17, 1987)
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This decision grants Southern California Edison Company
(Edison) modifications to Decision (D.) 87=09-050 requested in its
applications to issue Medium=Term Notes, to enter into interest
rate swap contracts and to increase the limit of Debt Securities
financing its Balancing Accounts to an aggregate principal amount
not to exceed $700,000,000 at any one time.

By D. 91269 dated January 29, 1980, Edison was ordered to
accrue carrying <€osts on its Balancing Accounts on the basis of the
prime three-month commercial paper rate published in the Federal
Reserve Statistical Release, G.13. By D. 87-09=050 dated September
23, 1987, Edison was authorized to issue Floating Rate Debt in an
aggregate principal amount not to exceed 5400;000,006 at any one
‘time. ' ‘

Edison filed a petition to modify D. 87-09-050 December
5, 1988 in which it requests authority, undexr Public Utilities (PU)
Code Sections 816-818, 821 and 830, for an increase in the limit on
Balancing Account financing from $400,000,000 to $700,000,000. The
appllcation seeks authorization to expand the maturxt;es of the
debt securztles to be ;ssund and/or guaranteed- The maturzty range
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for Debentures, Overseas Indebtedness, Foreign Securities and Loans
would be expanded from one to six years to a new range of one to
forty years. The application also seeks authority to issue a new
category of debt ecurlt;ea, Medium=Term Notea, with 2 matucity
range of nine months to forxty years.

Edison filed a second petition for modification to
D. 87-09-050 April 7, 1989 in which it regquests authority, under PU
Code Sections 816-818, 821 and 830, to enter a broader variety of
Interest Rate Swapqr(SWaps)‘and to enter into Swaps denominated in
foreign currencies.

Notice of the Liling of the tirst petmtlon appeared on
the Commission’s Daily Calendar of December 8, 1988. On December
22, 1988 the Division of Ratepayer Advocates (DRA) filed a
response. The DRA urged denial of the application until Edison
explained the cause of the growth in the Balancing Accounts,
explained why no filing had been made under the Energy Cost
Adjustment Clause (ECAC) or other regulatory remedy to reduce
undercollections and indicated how the Balancxng Accounts would be
reduced in the future.

Edison’s reply to DRA’s Response was filed January 20,
1989 and explained that the majority of the Balancing Account
undercollectzons had been reviewed by the cOmm1551on. ‘As the
major;ty of the undercollections had been ordered by the
Commission, no filing for rate relief was appropriate for that
portion and the undercollections were to be reduced in accordance
with existing Commission decisions and an ECAC filing in May. The
DRA filed a further response on February 28, 1989 stating that, in
view ¢of Edisoen’s reply} it would not oppose approVal of the
petition on an ex parte basis. That position was subject to a
7proposed commitment” by Edison being adopted by the Commission as
part of the decision on this application. 1In its reply to DRA’s
initial response Edison stated that it intended, as part of the
mergexr (with San Diego Gas & Electfic Company, Application
38-12-035) proceedlng to propose that each company's Balancing
Account overcol;ect;ons or., undercﬁllections rema;n a benef;t or
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obligation of the ratepayers of that company. DRA terms that
statement a proposed ¢qpﬁitment to retain the benefits and

- obligations of the various Edison Balancing Accounts for Edison’s
ratepayers.

Notice of the f;lzng of the second petzt;on appeared on
the Commission’s Daily Calendar of April 11, 1989. No protests
have been received.

Medium-Texm Notes (Notes)

In addition to the securities described in D. 87-09-050
Edison seeks authorization to issue and/or fully guarantee the
issuance by a direct or indirect subsidiary of Edison (Subksidiary).
Notes issued by a direct or indirect subsidiary would be for
Edison’s use in financing balancing accounts. Notes would be
issued under the following conditions: ,

Notes may be offered on a continuous or periodic
basis. Notes may be sold privately or publicly in the
domestic or foreign capital markets. If sold in foreign
capital markets, Notes may be denominated in U.S. dollars
or in a foreign currency. If Notes are denominated in a
foreign currency, Edison and/or Subsidiary will enter into
a separate contract whereby its dedbt servicing would be
converted to U.S. dollars.

Notes may require registration under the federal
securities laws by the filing of a registration statement
which includes a prospectus, an indenture, and other
pertinent documents. Notes may be issued as part of a
program on a c¢ontinuous orxr pe:iodic basis. Edison and/or
Subsidiary may also sell Notes to underwriters who in turn

'~ offer Notes to investors or may sell Notes directly to
investors. Notes may be listed on a stock exchange.

If Notes are sold through a placement agent, at least
two agents will be used to ensure competmtmve pricing.
Based on market c¢onditions and consultatlon with the
placement agents, Edison and/ox Subsidiary would
determlne the 1nterest rates at wh;ch lt would be willing
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to issue Notes of various maturities. The placement
agents would be notified of those interest rates. The
rates ¢an be continuously updated to reflect changing
market conditions and Edison’s ‘and/or . Subs;diary’s demand
for funds. '

: Citive Biddi

Edison has requested that the issuance of Notes be exenmpt
from the Commlssion s Competitive Bidding Rule, as modified by
Resolution F-616 dated October 1, 1986. Ed;son states that
conpetitive bidding is not viable in the private placement of notes
either in foreign or domestic markets. The Commission Adviseory and
Compliance Division (CACD) has reviewed Edison’s request and has
recommended that an exemptlon from the Commission’s. chpetitzve
B;dding Rule be granted to Edison.
Maturity Ranges

Edison has requested that the maturity range for Notes be
between nine months and forty vears and that Debentures, Overseas
Indebtedness, Foreign Securities and Loans be issued with
maturities up to forty years. The CACD has reviewed Edison’s
request and has recommended that ten years should be the maximum
maturity f£or the Debt Securities noted adbove because, as the table
of the amounts to be financed included in Edison’s reply shows,
amortization of the undercollections ordered by the Commission will
be completed in January 1998. |
Interest Rate Swaps (Swaps)

Edisen has requested authority to enter into a broad
variety of Swaps to finance a portion of the Balancing Account
undercollections and to enter into Swaps denominated in foreign
currencies. The CACD has reviewed Edison’s request and has
determined that the mechanics of financing Edison’s Balancing
Aceounts are similar to Edison’s financing of fuel inventories.

The authority to enter into Swaps granted in D. 88-07-069 dated
July 22, 1988 pursuant to Application 88-03-024 and as modified by

D.' 89~08=021 dated August 3, 1989 are approprzate for the xznancing
of. Balancing Accounts. :
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Edison has requested that the maximum aggregate principal
amount issued to finance Balancing Accounts be increased from
$400,000,000 to $700,000,000. The CACD has reviewed Edison’s’
request and recommends that the increase should be approved in
order to meet anticipated undercollections in various Balancing -
Accounts. I
Use of Pxoceeds

Edison proposes to use the proceeds from the 1ssue and
sale of 1t¢ Debt Securities as set forth in D. 87-09 050.

Findinas of Fact

1. Edison, a California corporation, operates as a
public utility subject to the jurisdiction of this Commission.

2. The issue and/or guarantee of Medium-Term Notes with
a maturity range of nine months to ten yéars to finance its
Balancing Accounts is proper and reasonably required for the
purposes specified in the petitions :or modification.

3. The use of interest rate swap arrangements and swap
arzrangements denominated in foreign currencies may reduce the
ratepayers’ cost of financing Balanc;ng Accounts.

4. It is proper for ratemakmng purpeses to determine the
reasonableness of the effective interest rate incurred by Edisen
and/or Subsidiary on debt securities issued by Edison and/or
Subsidiary to finance Edison’s Balancing Accounts.

5. It is proper for ratemaking purposes that the maximum
interest rate allowable to Edison to finance Edison’s Balancing
Accounts is the prime three-month commexcial paper rate published
by the Federal Reserve Bank, as ordered in D. 91269.

6. It is in the public interest to allow Edison an
exenmption from the Commission’ s Competitive Bidding Rule for issues
of Medium-Term Notes.

7. There is no known opposition to granting the
authority requested in the petitions for modification subject to
Edison’s propoéing‘a mechanism in the Application 88-12-035
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proceeding for retaining the benefits and obligations of the
various Edison Balancing Accounts for Edison’s ratepayers in the
event the cOmmission should apprecve: the’ merger requested in that

proceeding.‘ There is no reason to delay granting the authority -
requested. ! '

1. A public hearing is not necessary.

2. The petitions should be granted to the extent set
forth in the oxrder which follows.

The proposed issue of Debt: Securitiesrand/or the
guarantee of the Debt Securities of another to finance Edison’s
Balancing Accounts is for lawful purposes and will not be adverse
to the public interest.

The following order should be effective upon payment of
the fee set by PU Code 1904 (b) to enable Edison to proceed with the
implementation of its finanCinq expeditiously.

E UPZRLE M ENIA L Q B RER

IT IS ORDERED that:

1. DeC1SLOn‘87-09-OSO(is modified to authorize Southern
California Edison Company (Edison) to issue Medium-Term Notes
(Notes) under the conditions set forth above. .

2. Competitive bidding is not required for the Notes
issued through private placements.

3. Edison is authorized to issue Notes with a maximum
maturity of ten years because that is a reasonable period to expect
that Balancing Account undercollections will need financing.

4. Edison is authorized to enter into Interest Rate
Swaps (Swaps) and to~enter-into-swaps denominated in foreign
currencies under the terms and conditions set forth in Decision 88~
07-069 dated July 22, 1988 as modified by Decision 89-08=021 dated
August 3, 1989.

5.  Edison is authorized to issue Debt. Securities in an
aggregate principal amount not to-exceed $7oo 000, ooo.
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6. Edison is directed to retain the benefits and
obligations of Edison’s Balancing Accounts.for Edlson’s ratepayers
and shall propose a mechanism for do;ng so in the Appllcatlon 88~
12-035—proceed1ng. - :

) 7. The petxtmons for mod;:;cat;on are granted as set
forth above. 1In all other: respects.Dec1sxon 87-09-050 remains in-
full force and effect. -

The authority to issue additional sécuritiés grhnted by
this supplemental order will become effective when Edison pays’

$156,000, the fee set by Public Ut;l;txes COde Section 1904(b). In
. all other respects this order is errectzve today.

Dated _ AUG’3

R at San Franczsco, Calltornza.

T G. MITCHELL WILK
- . President
FTREDERICK R. DUDA
"IJOHN B. OHANIAN
PAERICIA M. ECKERT
Commxsszoners

COmmxss;oner Stanlcy W. Hulett,
being- necessarily~absent, did not
part;c;pate-

PUBLIC UTILTES COMMSSION
STATE OF CALIFORNIA |

N yﬁff“‘"” Z
! csm'w “THAT- T}
WJKS APP’ZOVED

l .
Victor Wc:s.’.or
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to issue Notes of various maturities. The placement.
agents would be notified of those interest rates. The
rates can be continuously updated to reflect changing
market condltlons and Edison’s and/or SubSLdLary's d
for funds.

- itive piddi _

Edison has requested that the issuance of Notes/foe exempt
from the Commission’s Competitive Bidding Rule, as aodifled by
Resolution F-616 dated Octeber 1, 1986. Edison statey that
competitive bidding is not viable in the private pla€ement of notes
either in foreign or domestic markets. The Commighion Advisory and
Compl;ance Division (CACD) has reviewed Edlson' request and has
recommended that an exemption from the comnisghon’s Compet;tive
Bidding Rule be granted to Edison.

Maturity Ranges

Edison has requested that the turity range for Notes be
between nine months and forty years a that Debentures, Overseas
Indebtedness, Foreign Securities and/loans be issued with
maturities up to forty years. The/ACD has reviewed Edison’s
regquest and has recommended that Len years should de the maximum
maturity f£or the Debt Securitief noted above because, as the table
of the amounts to be financed/included in Edison’s reply shows,

amortization of the undercolfections ordered by the Commission will
be completed in January 1948.

Edison has regluested authority to enter into a broad
variety of Swaps to fifiance a portion of the Balancing Account
undercollections and/to enter into Swaps denominated in foreign
currencies. The D has reviewed Edison’s request and has
determined that thé mechanics of financing Edison’s Balancing
Accounts are simflar to Edison’s financing of fuel inventories.
The authority - enter into Swaps granted in D. 88-07-069 dated
July 22, 1988 pursuvant to Application 88-03-024 and as modified by

D. ‘dated. r 1989 are approprzate for the
flnanc;ng -] Balancxng Accounts. - '
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proceeding for retaining the bene:its‘androbligations of the
various Edison Balancing Accounts for Edison’s ratepayers in the
event the Commission should approve the merger reque,ted in sthat

proceeding. There is no xeason to delay grant;ng the authdrity
requested. ‘

conclusions of Law
' 1. A public hearing is not necessary.

2. The petitions should be granted to fhe extent set
forth in the order which follows. ,

The proposed issue of Debt Securitigh and/or the
guarantee of the Debt Securities of another fo finance Edison’s
Balancing Accounts is for lawful purposes nd wi1l not be adverse
to the public interest. .

The following order should b et:ectlve upon payment of

the fee set by PU Code 1904 (b) to en le Edisen to proceed with the
1mp1ementatlon of its financing exp dxt;ously.

SURRLEMENIAL ORDER
IT IS ORDERED that:
1. Decision 87-09=§50 is modified to authorize Southern

California Edison Company (Edison) to issue Medium~-Term Notes
(Notes) under the conditio




