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BEFORE THE PUBLIC UTILITIES COMMISSION CF THE STATE OF CALIFORNIA

Application of SOUTHERN CALIFORNIA
EDISON COMPANY, to execute and de=
liver a Bank Loan Agreement and to
engage in secured borrowings there-
under in an aggregate amount of not
to exceed $50,000,000: to execute
and deliver a Forty-Third Supple-
mental Indenture; and for exemption
from the Competitive Bidding Rule
of the California Publzc Ttilities
Commission.

Application No. 59009
(Filed July 23, 1979)
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Southern California Edison Compamy(zdisoh) requests
authority (a) to issue, sell and deliver not exceeding $50, OOO 000 .
aggregate principal amount of its First and Refunding Mortgage
Bonds, Series LL, Due 1987; (b) to .execute and delzver a Secured
Bank Loan Agreement; (¢) to execute and del:x.ver a Forty—'.l‘h:.rd
Supplemental Indenture: (d) to exempt the proposed Bonds and’ Laan '

Agreement from the Commission's competltlve Bidding Rule. and (e) to N

issue short-term debt in the amount outstandlng not. to«exceed

$50,000,000 at any one time in lieu of exerczszng Edlson s rzghts tof; O

borrow under the Secured Bank Loan Agreement.

Edison requests this authority pursﬁant to Sectlons 816,_
817, 818, 823(c) and 851 of the California Public Ut:l;t;es Code.~
Notice of the filing of the application was publxshed on the =
Commnis szon $ Daily Calendar of July 25, 1979.

Edison is a California corporation pr;marxly‘engaged in
the buslness of generating, transmitting, - dxstr;but;ng and sellxng
electric energy in portions of Central and Southern. Callfornla as:

2 publlc ut;l;ty sub:ect to the Jurlsdmctlon of the COmm;ssmon. ‘
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A summary of the terms of the Loan Agreement has been _
furnished by Edison and is attached as =xhibit "E" to the appl;cataon.\
The application indicates that the proposed Loan Agreement
will involve borrowings by Edison from certain forezgn commerczal
banks conducting business in the United States not to exeeed $50 OOO 000
at any time at Edison's option during the twelve-month peraod after
the date of execution of the Loan Agreement. Borrowangs durmng the
twelve months will bear interest at a rate equ;valent\to—the London
Intexbank Offering Rate (LIBOR) plus 5/8th of 1% per‘anh&m from the
date of such borrowings to»the expiration of the. twelfﬁhAmonth £ollow- ‘m
ing the execution of the Loan Agreement. LIBOR will be calculated on_;
a three, six or nine months' maturity basis, at Edmson s ootlon.r
After the expiration of twelve months from the date of execut;on of
the Loan Agreement, Edison will borrow that portion: of $50 000, 000
not theretofore borrowed by it under the terms of the Loan Agreement-
and all borrowings thereafter outstandlng under. the Loan Agreement
will bear interest at a fixed interest rate of 9-5/8% per annum.”,
The fixed interest rate borrow:ngs will mature 6-1/2 years from the
date of consummation (7=1/2 years from the- date of execut;on of Ehef
Loan Agxeement). o B
The appl;cat;on further indicates that the Loan Agreement=~'
will provide for the issuance and delzvery under contemporaneously
executed pledge agreement, of Bonds in prlnczpal amounts equal to
: the amounts of such borrowings as secu:zty-for such.borrowmnga.] The
Bonds so issued will bear terms consistent with the borrow;ngs to
be made by Edison under the Loan Agreement and will. be'iSSued in:
accordance with the provisions of Edison' s Trust Indenture dated as
of October 1, 1923, and amendatory and supplemental ;ndentures and a
proposed Forty-Third Supplemental Indenture, Edison's. proposed Forty—,
Third Indenture will set forth, among other things, the aggregate
principal amount, interest rate, redemption provisions and maturlty
dates of the Bonds. The transactions prov;ded for in the Loan

Agreement will be governed by and in accordanee wath the laws of
the State of New York. '
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The appl;catron also rndlcates that, based upon hlstor-
ical information (as set forth in Exhibit “"F" to:the appllcat;on) |
and present market analysis, Edison may be able to issue anclllary
short-term debt at interest rates which are more'favorable~to
Edison and its ratepayers than the interest rates whichjwould be
available during the first twelve months-throﬁgh'zdisdnﬁs cohtemplated,
borrowings under the proposed Loan Agreement.. The7nature of the*eOm? |
mitment of the banks participating in the Loan Agreement would pro-
vide ancillary debt lenders a reasonably assured source of repayment
and thus to make available favorable'ancmllary debt 1nterest rates
under then existing market circumstances. Edlson s issuance" of
ancillary debt during the first twelve months from the . date ofiexecu-
tion of the Loan Agreement would be in lieu of Edison's exerc;szng
its ability to borrow directly from the credit made available under
the Loan Agreement. The aggregate principal amount of addrt;onal
Edison indebtedness which may be outstandlng at any-tlme pursuant to
this transactions, including the issuance of ancxllary short—temm
debt, will not exceed $50,000,000. Therefore, Edlson requests
authorization to issue and have outstanding at any one tlme-ancxllary
debt, in addition to that previously authorized, of not’ to: exceed
$50,000,000 during the first twelve months after ‘the date of execu—
tion of the loan Agreement. ' : :

The application states that the flexibzlxty and favorable
financial terms to be evidenced by the Loan’ Agreement are only
obtainable through a private placement wherein the partles to the
transaction may negotiate the definitive terms of. the transactlon.
Edison will pay a front-end fee of one perxcent wh;ch,willmrnelude,_
payment of services rendered by the investment'banking firm arranging
the placement of the transaction, and by the agent bank.manag;ng -and
underwriting the transaction. In its Exhibit "G to.the applzcatron.‘;‘
Edison states that such fee compares favorably'wath.those pald by

other U.S. companies in recent issues of long-term debt placed wzth
foreign lenders. ' '
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The Commission noges that it has previously,uxgedﬁEdiSon
to explore alternatives in regard to methods of,financing;'jinnova-
tive structuring of financing terms and the private placement of
debt to overseas institutional lenders who are capablé of utilizing
funding options available in the U.S. capital market are such alter-{
natives. The financial flexibility afforded to Ed;son by virtue of “
such financing is in the ratepayers' interest.

Edison requests an order of the Commission exemptzng thms

proposed financing from the Commission's Competitive B:ddmng Rule
as set forth in Decision No. 38614, dated January 15, 1946, as:
amended from time-to-time in Case No. 4761. In Bxhibit “G* to its
application, Edison has demonstrated that the proposed financing when:
compared with public bond offerings with similar maturity:and‘cﬁll
provisions is favored by 27 basis points per annum on a cOst-to-”
maturity under the curreat market conditions and by 70 baszs po;nts
under the then existing market condzt;ons where thg terms of the’
financing were being negotiated. 1In addltmon. Edison sets forth
- other expected benefits of the proposed f;nancmng in Exh:b;t "G to
its application which are summarized as follows:

1. The option to prepay under favorable terms, W1th
little or no prepayment penalty after a two-year
period following the execution of the lLoan Agreement,
enhances Edison's financial flexibility in the event .
that the current level ¢f high interest rates is
reduced.

Setting interest at a fixed rate, beginning the-
second year from the execution of the Loan Agreement,
protects Edison against interest rate increases.

The banks' commitment to lend Edison at any time at
Edison's reguest during the first year of the Loan
Agreement (a) provides Edison support for the issuance
of ancillary debt, (b) allows Edison to choose the
lowest cost of financing, and (¢) increases Edzson s
flexibility in timing other financings.

The utilization of overseas capital markets expands the
source of financing available to Edison and ;nd;rectly
reduces the cost of its other f&nancxngs.
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Edison's current estimates of market conditions indicate
that, during the first twelve months of'the'proposed—Loan'Agreemeht,'
Edison's borrowings thereunder may entail the payment“of interest
at rates which may exceed 10% per annum. Under certainkéircum- |
stances, the “California Usury Law" contained in Article XV,

Section 1, of the Constitution of the State of‘Califorhia‘andnin
Section 1916-1, et seq, of West's California Civil Code (1970) |
probibits, in this State, the charging of.interést‘on¢3ny‘léan'at
2n annual rate of interest in excess of 10%. Therefore, EdiSéh
regquests the Commission, in the exercise of ltS powers conferred by:
the California Legislature, to exercise its author;ty.

l. To permit Edison to borrow pu:suant‘to the terms
of the loan Agreement at an annual ¢ost of money.
exceeding 10% and to determine that such\borrowzngs,'
including the Bonds delivered as security for such
borrowings, will not violate the California Usury
Law; and

To determine that the situation and structurxng of
the Loan Agreement in and pursuant to the laws of

the State of New York is not 1nconszstent with the
public policy of the State of California nor vio-

lative of any fundamental policy of the State of
California, and to authorize such borrow;ngs as so
structured; and

To place such restrictions upon Edison's abmlzty to .
avail itself of claims or otherwise available
defenses under the California Usury lLaw as the
Commission may deem appropriate.

As of March 31, 1979, Edison's uncapitalized construction
expenditures amounted to approxnmately $1,120,870,000. Ed;son
would use the proceeds from 1tsuborrow1ngS-under the Loan Agreement~-
to reimburse its treasury, in part, for these uncapztalmzed con—
struction expenditures. Edison proposes to repay., from.such gene:al
treasury funds, a portion of its short-term debt outstand;ng at the
time the proceeds are recelved.‘ ' '
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Edison proposes to use the net proceeds derivedlfrom‘the‘l
issuance of its ancillary debt as contemplated in its application“
for necessary and proper purposes to promote the legztxmate dbjects
of a public utility, including the payment of current expenses.‘x
Edison's capital ratios as of March 31, 1979, and as ad-
justed for the effect on Edison's (i) borrowings pursuant to the
Loan Agreement at an assumed principal amount of $50, 000 000- (1;) the
sale of 354,06l shares of Common Stock under deson s Employee
Stock Purchase Plansd/(lzz) the sale of 525,000 shares of $100.
cunulative Preferred Stock, 8.70% Series A on April 25, 1979 2/
(iv) the sale of 285,166 shares of Common Stock unde: Edison's
Dividend Reinvestment and Stock Purchase Plan; (v) the sale of 7,647
shares of Common Stock under Edison's Tax Reduction Act Empleyee“
Stock Ownership Plan; (vi) the issuance of $105 millionﬁprincipal
amount of First and Refunding Mortgage: Bonds. Serles KX, Due 2004 on
June 29, 1979:% ana (vii) 159,998 shares of cOmmon Stock Lssued due.
to conversions of 217,658 shares of Preference Stock. 5.20/ COnvertlble
Series are as follows: S , )
Mardh 31, 1979 PrOrForma

Mortgage ‘Bonds o 45.7% tq. 46. 0%
Convertible Debentures S _ 1.4 T 1.3
Other Long-Term Debt . - 0.3 S 0.3
Total Long-Term Debt 47.4% .. - 47. Gﬁf}]‘ﬂ
Preferred Stock o 11.3% 13.0% -
Preference Stock o : Cl.e 16
Commmon Stock Equlty 39.5 - . .37.8"

‘potal 3 10000% . 100.0%

1/nuthorized by Decision No. 90059, datea-Mardhki3. 1979;L
in Application No. 58606.. : . )
2/authorized by Decision No. 90103, dated March 27, 1979,

in Application No. 58668.

3/Authorized by Decision No. 90438, ddted*&une'lQ,‘1979;f
in Application No. 58832. ‘
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Edison's constructicn expend;tures for the years 1979

and 1980 will approxzmate $1,281,970,000.

Detaxls of thls construc—."-

tion program, estimated as of April 19, 1979, are as follows-f

Electric Generating Plants

Electric Transmission Lines and
Substations

Electrie Distribution Lines
and substations:

Other‘Eﬁpeaditures
Total

Allowance for Funds Used
During Construction

Funds Used or Required for
Coastruction Expenditures

Less:

' 143,995

(Thousands of Dollars)
1979 j- 1980 Total
$557,080  $546,574

52,673 77;439?_1‘ :

147, 640 291,635

21,920

 $775,668

17 6sog\;‘

'5835663

§652;663{

160 oooV f

26295302

123,ooo¢te

1 281 970 g;fﬂ;;

The staff of the COmm;ssmon s Revenue Requxrements ,
Division has reviewed Edison's 1979 and 1980 constructlon orogran1 N
which is attached as Exhidbit "¢" to the applxcat;on, and bel;eves that
the estimated construction expendztures are reasonable and. ‘has no
objection to the proposed borrowings pursuant ‘to the Loan Agreement
and the issuance of ancillary debt as contemplated zn the~applzcat;on.
The Revenue Regquirements ' Division reserves the~rlght, however, to
reconsider the reasonableness of any constructmon,expendxtures 1n

future proceedzngs.

$l 103,6545eﬂaﬁ f

o B

+ sLsea,070- 8
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Edison's cash requlrements for 1979 and 1980, estxmated
as of June 8, 1972, are as follows:

(Thousands of Dollars)

1979 - 1980 - Total v

Funds Used or Reguired for

Construction Expenditures ~  $652,668 $629;302&v“‘$l@281ﬁ§70w‘ ‘;ﬁ :

Maturities:
First and Refunding Mortgage
Bonds: Series F, due 8/15/79 S : | S
(3%) ,000 = 30,000 -
First Mortgage Bonds.(CEP): - R P I
Series of 2-7/8, due 6/1/80 I 6,000 - 6,000
Convertible debentures due | L

"8/15/80, (3-1/8%) - 74,902 . 9022-:}fxf7}§
5-1/2% Promissory Notes 3,737 L6427 7 379“{ B

Short-Term Debt (Temoorary
Investments) Outstanding as

of Beginning-of-Year '(elipoo). - '(§;;66045--”

625,405 713,846 1,339,251

Less: Estimated Cash Available . o . U
from Internal Sources 80,600 __ 43,0000 ___ 123,600

Additional New Money 'Required S o e
from Outside Sources | $544.805  $670,846 = $1,215651
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1978 . ° 1980° - momal
(Thousands of Dollarxs)y -

To be provided as follows:
(1) Estimated proceeds from
sale of common stock
undex:

Dividend Reinvestment

and Stock Purchase Plan

Authorized by Decxsmon

No. 89463, dated: ]
October 3, 1978, in ‘ , S
Application No. 58268 $ 23,700 $ 26,070 §

Employee Stock Puxchase

Plan Authorized by Deci-

sion No. 90059, dated

March 31, 1979, in ‘
Application No. 58606 22,600

Tax Reduction Act Stock
Ownership Plan Authorized

by Decision No. 8778%S,

dated August 30, 1977,

in Application NOa 57478 184

Proceeds from sale of

525,000 shares of $100
Cumulative Preferred

Stock, 8.70%:Series A
- Authorized by Decision

No. 90103 dated March -

27, 1979, in Applica-

tion No. 58668 52,300

Proceeds from sale of

First and Refunding -

Mortgage Bonds, Series

KX Authorized by Deci-

sion No. 90438 dated

June 19, 1979, in o
Application No. 58832 105,000 105,000

Estimated proceeds from

sale of Cumulative

Preferred Stock,

9.00% Ser;es? 75,000

Estimated proceeds from

sale of First and Refund-~

ing Mortgage Bonds, ‘ , ‘ -
Series LL . 50,000'“ . 50,000

Additional Cash Require- - - e
ments ‘ 216,021 614,916 - 830,937 -

$544,805 $670,846 51;215}6512f”"

- _‘  j
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The Revenue Requirements Division.of the Commission staff N
has analyzed the cash requirement forecast attaehedfto'Edison“e
application as Exhibit "D", and determined that intexnally’generatedv,d
funds will provide only 13% of the capztal expendxtures est;mated ‘
for 1979 and 6% for those estzmated in 1980. The Revenue Requ:rements
Division has concluded that the proposed borrow;ngs under the Loan
Agreement and the issvance of anc;llary debt as contemplated in the
application will therefore be necessary to- help Ed;son.meet ;ts
cash requlrements.

Findings of Fact

1. Southern California Edison Company is a Calzfornma corpora-‘
tion operating under the jurisdiction of this Commdssaon,‘-

2. Southern California Edison Company has need for external
funds for the purposes set forth in the appl;catxon.

3. The proposed bond issue under the Loan Agreement and the
issuance of ancillary deb t, short=term, as contemplated in the
application are for proper purposes. ‘ o

4. The proposed Indenture would not be adverse to the publlc
interest.

5. The sale of the proposed bonds should not be requxred to
be through competitive bmdd;ng.

6. The money, property or ladbor to be procured or paid for
by the issue of the bonds and the additional bank. debt herein
authorized are reasonably required for the purposes spec;f;ed here;n,
which purposes are not, in whole or in part, reasonably chargedble
to operating expenses or to income. ,

7. If prevailing market conditions necess;tate that Southern
California Edison Company's proposed bonds be‘zssued and sold»wath”
a rate of interest exceeding the 1imitntion5‘provided in Article'XV,.
Section 1 of the California Constitution, then the publlc nnterest
requires that this Commission authorize said issuance and’ sale _
;rrespectzve of limitations conta;ned in the calmforn;a Utu:y Law.,‘
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8. Pursuant to plenary powers granted to the Legzslature
by Article XII, Section 5 of the California Constmtut;on. the
Legislature is authorized to confer additional cons*stent powers-
upon this Commission as it deems necessary and appropr;ate, :
unrestricted by any other provisions of the Cal;fornza COnstltutlon.-
9. The Legislature has conferred upon this Comm1551on the
authority to regulate the issuance of public’ utzlxty securltles,
including evidence of zndebtedness. and toxprescrlbe restrzctmone
and conditions as it deems reasonable and necessary (Sect;ons 816
et seg. of the Public Utilities Cede). :

10. Pursuant to the plenary powers granted to the Leglslature
in Article XIX, Section 5 of the California Constitution, it con-.
ferred upon this Commission comprehensive and exclusive power over
the issuance of public utility‘secu:ities,;including evidence of
indebtedness, and the California Usury Law cannot. be‘appliea‘as”e
restriction on this Commission’ regulation of such,lssuances of

public utility securities, 1nclud1ng the estdbl;shment of 2 reasonable
rate of interest.

11. In addition to the plenary powers granted to-the Leg;sla—
ture by the California Constitution pursuant. to which the Leglslature
conferred upon this Commission exclusive authority to. regulate the
issuance of public utility securities, including evidence of . lndebted-‘
ness, by public utilities (Sectxons 816 et seg. of thefPublmc Utmlmtzes"
code), irrespective of the usury law, judicial znterpretatzon of the
California Usury Law has exempted corporate bonds of publzc utxlzt;e,
from operation of the usury law. : L

12. If the usury limitation contained in Artxcle~xv, Sectxon,l
of the California Constitution and the Usury Law Initiative Act is
exceeded, but transaction is authorized by this Commlsslon.and is
the best Southern California Edison COmpany (Ed;son) can obtaln
because of market conditions, Edison, its assxgnees or. successors‘in‘
interest, will have no occasion to and cannot assert. any clalm or
defense under the California Usury Law fuxther, and- necessarxly. .

. “(
“
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because of lawful issuance by Edison of the bonds in éompiianée wifh
authorization by this Commission, persons collecting 1nterest on suéh
auvthorized bonds are not subject to the usury law~sanct1ons.

13. This Commission does not object to Southern California
Edison Company situating and structuring the pr0posed zsouance and
sale of the bonds in the State of New York.

i4. There is no known opposition and no reason to- delay grantlng '
the authority requested in the applzcatmon.

Conclusions of Law:

l. A puwblic hearing is not necessary.

2. As set forth in Decisions Nbs. 83411, 84352 and 85983,
amonc others, we further conclude that the usury llm;tatlons on,
interest contained in former Article XX, Section. 22 (nOW'Artxcle xV) -
of the california Constitution and the Usury Law Initiative Act do -
not apply to the issuance of public utility securities, ;nclud;ng
evidences of indebtedness, lawfully authorized by the Pﬁblmc
Utilities Comm;ssxon. L : :

3. The appl:catxon should be granted to the extent ‘set forth
in the order which follows. , ‘

The action taken herein is for the puxposes -of thzs pro—
ceeding only and is not to be construed as 1nd1cat1ve of amounts.

to be included in proceed;ngsfor the determ;nat;on of Just aad
reasonable rates.
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IT IS ORDERED that:

l. Southern California Edison COmpany may execute and ,
deliver a Secured Bank Loan Agreement whmeh contains terms substan—
tially consistent with those set forth in these proceedxngs and
engage in borrowings as contemplated thereln.

2. Southern California Edison Company may issue and deliver
not to exceed an aggregate of $50,000,000 of its First and-Refundmng
Mortgage Bonds, Series IL, Due 1987 and deliver such;Bonds'pursuant
to the terms of a pledge agreement as security for its borrowinge.‘
under the Secured Bank Loan Agreement. |

3. Southern California Edison Company may'zssue debt wmth
maturities not exceeding twelve months in an aggregate amount. at
any one time outstanding of not to exceed $50, 000,000 in lieu. of _
exercising its rights to borrow under the Secured Bank Loan Agreement
during the first twelve months from the date thereof ’saxd auther;—‘
zation to be in excess of the authorization prevxously granted to
Edison in accordance with Public Utilities Code Sect;on 823(e)
(Application No. 57846, Decision No. 88616).

4. The proposed sale of the Bonds is exempt from the . ‘
Commission's Competitive Bidding Rule set forth in Decision No. 38614, |
dated Januvary 15, 1946 as amended in Case No. 4761. ' . ,

5. Southern California Edison Company may execute‘andudeliﬁer_“‘
a Forty-Third Supplemental Indenture in a form which Edison.believes
appropriate and which is consistent with the applicable terms and
conditions of the Secured Bank Loan Agreement and the Bonds.

6. Southern California Edison Company shall apply the—net
proceeds from borrowings under the Secured Bank Loan Agreement for
the purposes referred to in the. appl;catron.
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7. Southern California Edison COmpany shall use the net
proceeds from its issuance ©f herein author;zed debt w;th matur;tles
not exceedzng twelve months for the purposes set: forth in’ the appl;—
cation.

8. Neither Southern California Edzson COmpany, nor anyone
purporting to act on its behalf, shall at any time, assert in- any
manner, or attempt to raise as a claim or defense in any“proceedang,
that the cost of money payable pursuant to theeborrowingsﬁmede | |
pursuant +o the Secured Bank Loan Agreement or the Bonds delivered
as contemplated thereby exceeds the maximum permitted”td‘be"charged"
under the California Usuxy Law, or any smmzlar law est&bl;shzng the N

maximum rate of interest Ehat can be charged to or recelved from
2 borrower.

9. This order shall become effect;ve upon payment by Southern .

California Edison Company of the fee prescr;bed in Sect;on 1904(b)
of the Public Utiliti s Code, which fee is $31,000.

Dated 12 1979 . at San Francisco, |
California. : ‘ ' : : .

PU3LIC UTILITES COMMISSION
STATE x‘cmquuuA

s??‘{‘gé’m




