
lq 

9:.t198 JAN 8 - 1989 Decision No. .... ~ " rm :w n (lU n ~i~ t~ r, 
; t.;J. j r> \ !: l ~ Il rt\~: f~ I, 

BEFORE THE Pt1.BLIC 'O'rILJ:'l'IES COMMISSION OF THE sTAxr OF ·.:dAL:tF'd~ ~ 

Application of SOOTHERN CALIFO~ ) 
EDISON COMPANY for authority to ) 
issue and sell through its Employee ) 
Stock Ownership Plan not excee~ ) 
2,000,000 shares of common Stock ) 
of the par value of S8-1/3 per share.) 

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

Application No. S9295 
(Filed November 23, 1979) 

OPINION -----_ ..... -.-. 

Southern California Edison Company (Edison) re~uests 

authority, pursuant to Sections 816 through 818 of the PUblic 

Utilities Coae, to issue and sell not exceeding 2,000,000 additional 
shares of its $8-1/3 par value common stock in accordance with its 
Employee Stock Owne=ship Plan and Trust Ag=eement (Plan) amended 
and attached to the application as Exhibit »E". Notice of the filing 

of the applica cion appeared on the Commission's Daily Calendar or 
November 27, 1979. 

Edison is a California corporation primarily engaged in 
the business of generating, purchaSing', transmitting, distributing 
and selling ~ner9'Y for light, heat and power in portions of Central 
and Southern california as a pUblic utility sUbject to the jurisdic
tion of enis Commission. For the twelve-month perioa ending 
September 30, 1979, the utility reported total operating revenues of 
$2,455,624,000 and net income of $339,137,000. 

By Decision No. 87785, aated August 30, 1977, in Application 
No. S7478 as amended, Edison was authorized to issue and sell 1,000,000 

Shares of its common stock under Edisonts former, non-eontributory 
plan funded solely through the utilization of an investment tax 

credit authorized by the Internal Revenue Code for the funding of 
employee stock ownership plans. The present application adds a 
feature to the Employee Stock OWnership Plan whereby elig'ible 
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employees of Edison (~articipants) may elect to ~ontribute to the 
proposed Plan. These contributions are to be matched by funds !ro~ 
an additional investment tax credit. All Participants' and :Edison's 
contributions to the proposed Plan will oe used to purchase Edison'z 
common stock. Di vide:c.ds on these stoeks will, in tur.l, be utilized to 

purChase additional common stoCk. StoCk in any Participant's acco~t 
can:c.ot be ~'ithdrawn u:o.til the Participant retires, dies, becomes 
disabled, or otherwise terminates emploJ'1I1ent with Edison. 

Within ;0 d~s after tiling its federal income tax return 
on which the investment tax credit is allowed, Edison ~~ll issue 
comtlon stock to the Trust equ.al to the a:::.Ou::lt o! the invest::le:::.t tax 
c~edit utilized tor pu-~oses or rund~g the Plan. The prescrioed 
price tor the shares purehased with Edison contributions is the 
average ot the closing prices of the common stock as reported on the 
New York Stock Exchange tor the 20 consecu.tive trading days 
i:m:nediately preceding the date ot tr.a:::lS!er of the common stock. 

E:::.ployee contributions are tra::::l.s!erred to the Tro.stee on a 
:monthly basis. As 0: the end or each cale.::.dar quarter, the TrJ.stee 
will use the employee contributions, which it holds, to purchase 
common stock from Edison at a value equal to the average closing price 
as reported tor the new York StoCk ExChange composite quotations as 
published in any newspaper of general circulation in the State of 
Calirornia for the tive conseeutive trading days preceding the end or 
the calenda: quarter. Purchases o~ :Edison' s common stock 'f/.J.3Y also b~ 
made on the open market it it is unavailable from the utility. Such .. 
quarterly purchases ot Edison's common stock shall also include ~ 
interest paid on funds held by the ~stee and any dividends paid 
during the quarter on common stock previously issued to the Trustee. 

As or Se:ptem1>er ;0, 1979, uncapitalized. construction 
expenditures totaled $1,097,0;0,000. Edison plans to use the net 
proceeds, after payments in discharge or obligations incurred tor 
expenses incidental to the sale o! the eommon' stock !rom :!'a:D.ds derived 
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!rom the investment tax eredit--el-ailned-under Section 46(a)(2)(B.)(1) 
o! the Internal Revenue Code .. to reimburse its tre8.5tlI'Y :tor capital 
expenditures. Edison indicates its eontributions under the 
Tax Reduction Act would have the effect of increasing the amount or 
cash available to reimburse the treasury for uncapitalized 
construction by decreasing the amount of cash payable :tor Federal 
income taxes. 

Edison is engaged in an extensive construction program and 
estimates that the gross expenditures required for its constru.etion 
program duri~6 the years 1980 and 1981 ~~11 ap~roximate $1,258,787,000. 
Exhibit C, attached to the a~p1ication, sets forth in detail Ediso:'s 
construction program, estimated as or October 18, 1979. Fol1o~~g is 
a summary or that exhibit: 

Electric Generating P1acts 

Electric Transmission Lines 
and Substations 

Electric Distributions Lines 
a:c.d Substations 

Other Expenditures 
~otal 

Less: Allowance ~or Funds 

(Thousands of Dollars) 
1980 1981 Total 

$619,418 

148,968' 

20,291 
$854,077 

5415,124 

104,;95 

156,100 

2f~2l 
$682,710 

$1,034,542 

169,795 

305,068 

27:1282 

Sl,536,787 

Used During Construction 160,000 118:1000 278,000 

Funds Used or Required ror 
Construction Expenditures $694,077 S564 .. 710 $1,258 .. 787 

The star! or the Commission t s Reve::.ue Requirements Division 
has reviewed the above program, believes that the estimated constI"llction 
expenditures are reasonable, and has no objection to the proposed 
common stock issue. The Division :reserves the right, however, to 
reconsider the reasonableness of any construction expenditures in 

:tuture rate proceedings. 
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UteI' payme:nt and discharge of o'bligatiollS ineurred for 
expenses incidental to the issuance and sale of Edison's common stock, 
Edison proposes to use the proceeds to reimburse its treasur.y for 
moneys expended fro~ income or from other moneys in Edison's treas~-y 
not secured by or octained from the issue of common stoCks or commo~ 
stock certificates or other evidence of interest or oWllershi:p·, or 
bones, notes or other evidences of indebtedness, for the acquisition 
of property, or tor the construction, completion, extension or 
improveme~t of its facilities, exclusive of mainteDance or se=vice ~d 
replacements. The &mounts so reimbursed ~~ll become a part of Edison's 
general treasury tunds • 

. Edison t scapi tal ratios as of Sel>temb~ 30, 1979, and as 
adjusted to give effect to (a) the proposed issuance of 2,000,000 
s~ares of co~on stock under the ECison's I:ployee Stock Ownershi? P1~ 
at an assumed price of $25 per share, estimated to prOduce proceeds 
of $50,000,000; (b) the sale of $200,000,000 of First and Refund~g 
~ortgage BoDds, Series MM, Due 200~, on October 18, 197~/; (c) the sale 
o! 190,015 shares o! common stock is~ued on October 1, 1979, ~der 
:Ed.ison I s Employee Stock Purchase Pla:JI; (d) the sale of 361,372 a=.c. 
8,081 shares or common stock issued on November l6, 1979, under Edison's 
Divide~d Re~vestme~t and Stock Purchase Pl~/and Employee Stock 
~~ership Pl~( respectively; (e) the conversio~ or 17,151 shares of 
5.20% Prefere~ce Stock to 12,604 shares 0'£ common ~tock; (r) and the 
proposed sale or 7,000,000 shares or the common stock at an assmned 
price or $25 per share asSUllli:l.g proceeds of $175,000,00021 are listed 
'belo'W'! 

11 Decision No. 90793, dated September 12, 1979 in Application No. 59048. 
Y Decision No. 90059, dated March 13, 1979, in Application No .. 58606. 
21 Decision No. 89463, dated October ;, 1978, in Application No. 58268. 
!::I Decision No. 87785, dated AugtlSt ;0, ·1977, in .A.pplication No. 57478. 
21 Subject ot Application lio. 59297, . tiled November a, 1979, eu:r:-rently 

before the Co-=ission ~or deciSion. 
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Mortgage Bonds 
Convertible De~:c.tures 
Other Long-Term. Debt 

Total Long-T~r.m Debt 
Preferred Stock 
Preference StoCk 
Common Stock EQ.ui ty 

Total 

44.;% 
1.~ 
1.2 

46.8 
12.9 
1.6 

3$.? 
~tG 

11.9 
1.5 

40.0 
100)5% 

Edison's cash requirements ror 1980 and 1981~ estimated 

as or November 9~ 19?9~ are as follows: ~Thousands o~ Dollars) 
~ ]]§,t Total 

Funds Used or Required for 
Construction Expenditures S694~077 $564~7l0 Sl~258~?8? 

Maturities "or Long-Term Debt: 
First and Re!U:c.ding ~ortgage Bonds: 

Series G ~ Due 4/l5/8l 40 ~ 000 40 ~ 000 
Series EE~ Due 11/1/81 100,000 100~000 

First l"Z.ortgage Bonds (CE?): 
Series o~ 2-?/8~ Due 6/1/80 6,000 6~OOO 

Collve=tible Debentures, 
Due 8/15/80 74~902 7~,902 

~1/2";G Prolrissory Notes ~:l642 
77~621 70i!~ 7:190 

1~486,6?9 
Less: Estimated Cash Available 

for Internal Sources 184:000 22:000 22~lOOO 

Additional New ~ds Required 
$594~62l Sl~22?,879 !rom Outside Sources S6;;,258 

To Be Provided as Follows: 
1) Estimated proceeds !ro~ sale 

.of commo:c. stock 'Ullder: 
Dividend Reinvestment and 

Stock Purchase Plan 
authorized by Decision 
No. 89A6;~ dated October ;~ 
1978, in Application No. 58268 35~OOO 35,000 70~000 

Employee Stock Purcllase Plan 
authorized by Decision 
No. 90059, dated March 31, 
1979~ in AP~lication No. 58606 22,000 22,000 4(.:.,000 

Employee Stoc OWnership Plan 
authorized by Decision 
No. 87785, dated August ;o~ 
1977 in Application No. 57478 864 864 

2) Proceeds from 88le of :First and 
Re!\uld.i.ug Mortgage Bonds, 

50,000 Series LL 1/ &;0,000 
3) :Estimated proceeds .!rom sal.e 

o~ ?~OOO,OOO shares o~ 
eo_on stock Y 175,000 l?.5-~OOO 

4) .ldc1itional eash requ.i:rements J:::Z2Z 2Z6;122§ 888~ 
total 194 621 1633:1258 11;122'7:= 

see next page :tor !'ootnotea: 
.!land$' 
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~he Revenue Requirements Division or the Commissionts 
starr has s.na.lyzed the above cash requuement forecast. attached to 
the application as Exhibit ttDtt and has determined that internally 
generated funds will provide only 24 percent 01" the capital 
expenditures estimated tor 1980 and 11 percent o£ those estimated 
1"or 1981. The Divisio~ has concluded that the issue 01" common stoek 
under the proposed Pl~ will be necessary to hel~ meet torecasted 
cash requirements. 

Findings of Fact 

1. Ediso:l is a California corporation operatiDg u:l.der the 
jurisdiction of this Co~~ission_ 

2. The proposed common stoCk would be for a proper purpose. 
~. Bciison has need tor exter.c.al 1'ands tor the purpose set forth 

in this pr9ceeding. 
4. ~e Pl~ as amended, fulfills the purposes 01" Decisio:l 

:No. 87785, authorizing the issuance and sale of 1,000,000 shares 01" 
stock under Edisonts tormer Pl~. 

5. The Plan would not be adverse to the public interest. 
6. The money., property or labor to be procured or paid tor by 

the stoCk herein authorized is reasonably required for the pu:pose 
specified herein, which purpose is not" in whole or ill part" reasonably 
chargeable to operating expenses or to income. 

7. There is no lalO'Wll opposition and no reason to delay granting 
the application. 

11 Decision No. 90791" dated September 1;, 1979 in Application 
lio. 59009. 

Sf Subject or Applica.tion No. 59297, :riled November l~t 1979" which 
is currently be~ore the Commission tor decision. 
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Conclusions or Law 

1. A public hearing is not necessa.~. 
2. The application should be granted to the extent set rort~ 

in the order which follows. 

In issuiDg our oreer herein~ we place applicant and its 
shareholders on notice that we do not regard the number of shares 
outstanding., the total par value of the shares no%' -:he dividends 
paid as measuring the return it should be allowed to earn on its 
investment in plact, and that the authorization herein gr~ted is ~ot 
to be construed as a finding of value o! Edison's stock or properties 
nor as~eicative or 8Qounts to ~ inclueed in proceeeings tor the 
deter.cination of just and reasonable rates. 

ORDER 
..... WIW ....... __ 

IT IS ORDE?ZD that: 

1. Southerr. Califo:'!lia :&lison Col:pa::y ~ 0:1 0= atter the effective . 
date hereo:r~ may issue, sell and deliver not exceeding 2,000,000 shares 
or its common stock of the par value of $8-1/; per share at prices 
calculated in accord..anee 'With the pricing :rormula as set forth in the 
description of the Tax Reduction Act Emplo~ee Stock Ownership Plan 
and in the macner substantially as set forth in the Employee Stock 
~ership Plan and Trust Agreement as amended and attaChed to the 
application as Exhibit ~". 

2. Southern Cali.f'oniia Edison Compa:c.y shall apply the net :proceeds 
from the sale of its common stoCk to the purpose set forth in the 
applica.tion. 

3. Southern Cali!ottia Edison Compa:c,y r s authorization under 
Decision No. 87785, dated .A.ugust ;0., 1977, in Applica.tion No .. 574 78 

as amended tor the issuance and saJ.e or common stock under its Employee 
Stock Ownership Plan., continues to be et!ecti ve as to the issuance and 
sale or its ~on stock at the prices and in· the Jl.8IIller substantially 
as ,set forth :in this application. 
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4. Vi thin one mo:c.th_a!ter issuing and selling the stock he::-ein 
authorized, Southern California Edison Company shall :rile with the 
Commission a statement Sho~g ~e number or snares of common stock 
purchased 'Wlder the Employee Stock <h':O.ership Plan, the gross proceeds 

received, and the expenses incurred by it in connection with the 
issue &.!ld sale 0:£ the common stock. These filings shall be i:a lieu 
of reports required u:lde:- General Orde::- No. 24-B. 

5. This order shall become effective when Southern California 
Edison Company has paid the fee prescribed by Section 1904.1 of the 
Puolic Utilities Code, which fee is 5;1,000.00. 

Dated JAN 8 - 10~ , Califor:.ia.. 
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