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Decision _9_3_6_7_8 __ NOV?> 1981· 
. .~ ~6'fr:-·.~n~~ .. ·./l'l.n. ;" ". 
llV.lruw~ U ,JdL%lb.· 

:BEFORE THE PUBLIC UTILITIES COMMISSION OF'I'HE' S"tATE·OFcAr.lFORNI.A. 

Application ofSOUTRERN CALIFO~~IA) 
EDISON COMPANY toIssue~ Sell and' ) 
Deliver in one or mo~e series Not ) 
to Exceed $92.500~000Aggrega.te ) 
Principal Amount of its First and ) 
Refunding Mortgage Bonds ~: ) 
Debentures~ Notes andjorother ) 
Evidences of Indebtedness or~ in ) 
the alternative. Guarantee ) 
Obligations of. Another in· respect' ) 
of the'!ssuance of SeCl.lrities~ to ) 
Execute and Deliver one or more ) 
Supplemental Indentures. and. to ) 
Sell Utility Plant; and for a.n. ) 
Exemption from· the Competitive ) 
Bicldiug Requirements: of the' ) 
California Public Utilities', ) 
Commission. ) 

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

Application:, 60958- .' 
CFiled:.Oetober2'~'9S:') 

OPINION. -'- - ~ - -... .... 
, . 

Southern California· Edison ,. Company' (Ed'ison) requests 
"', ' . ' 

" 

authority, under Public UtilitieS. (PU) Code SectionsS:16 tb.ro~gh: 

851 for the follOwing: 

1... To iss.ue~ sell. and deliver to the City of , 
Farmington (City), New-Mexico, one or more- series 
of it:s First and Refunding Mortgage Bonds. (Bonds), 
debentures, notes, and/or other evidences· of 
indebtedness (referred'to collectively as New 
Mexico Indebtedness) in an aggregate prinCipal 
amount of up to $92 ... 500.000 or. in'thealterna­
tive, to guarantee unconditionally the City's 
obligations in respect of its debt:; . 

2. Io sell to the City its share of certain acquired. 
or constructed facilities. located"at,the" Four 
Corners Generating Station in New Mexico; 
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" ,,' 

3. To execute and': deliver one'or moresupp,lemental ' 
indentures; and ' , , " 

, , 

4. To, exempt the issue and sale: of the New<iMexico, 
Indebtedness from the competitive b-iddingrequire-
ments. of the Commiss,ion. ",,", ,,', ' 

Notice of the filing of the application?appeared on the 

Commis.sion r s' Da.ily calendar of October, 5.l9S.."~N({prot:est:~~,:have· ' 
'" .i'·, "'::'. 

been received., 

Edtson., a California corporation,' operates as, apub-lic 
. , . ' 

utility under the jurisdIction of, this 'cOmmis'sion. Edison 'engages 

primarily in the business of generating, pur.ehasing...tran~m:i.tt~~g,. " ' 

distributing,. and sell;ng el~ct~ic' energy in'port:tonsof,ee~t~a~: 
and southern California • 

, , . 
For the 12 months ended June 30:,. 198:1 ,.Edison reported it 

generated total' operating revenues of $3" 920',. 565:,06~'~nd' net ,'income, 

of $373.028:.,000 shown as part of Exhibit A,attached,~:to,the , 

application. 
. ..' " . 1~ • ", . 

InDecision (0 .. ) 92412, d~te(r November 18:,.,1980,::::£.0 " 

Application (A.) 59966,. we authorized E<Uson to J'~nterinto:<a: po.l-' 

lution control financing transaet!on with 't~e City whe~ein":Ed'ison 

would issue its indebtedness to' the City or guarantee obligations' 

of the City in order to finance pollution control facilities at che 

Four Corners Generating Sta.Ciori., Edison now proposeste> engage' in 

a refunding, transaction to refund the intermecti~te'term~deb:t~h1eh 
'. ,t.", ;,' , "' > 

was issued in' that pollut10ncontrolf:r:n8.ncing .. ~" 
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: Edison anticipates that at someti.me· after, theeffec,tive 

date of this order and, prior to the' maturity: date .. March, 1,19;84~, ", 

of the pollution control revenue bonds (pollution Control'Bond;s) ',' 
, ' .' . 

issued in the prior transaction, the C!ty 'will 'issue and sell by, 

private placement or by an underwrittenpubllcofferlng one or more 

series of long-term debt (Refunding. Bonds) in anaggregage prlnc:t- ' 
",. < 

pal amount of up to $92,.500,000 in orde-rtorefund the poliution 

Control Bonds. In order to secure the payment of princ'lpal:.. " 

premium (if any), and interest on the Refund':['ng Bonds", Edison would· 
, , , 

issue its New Mexico Indebtedness or, alternatively .. 1ts guarantee:' 

in the form or forms and upon- the ,terms and' cond~itlon8-:as wilL~', 
consistent with the Refunding. BOnds so as to;'adeq,uately, 8eeu~e', and' 

, , , 

provide ~unds sufficient to- pay theprineipal,preml~'(1f',any)" ' 

and interest on the Refunding ,Bond's.. Ed'1sc;n's Bonds (if,'1ssued) 

would co~orm with the provisions 'of and"be secured; 'by Edison t &~ 
Trust Indenture,. as amended and supplemented:, oy';supplemerital,:' 

indentures. 
. " "'., 

Edison may enterlnto an installment sale agreement, 

under wh1chthe pollution control. facilities:w11l .. becon';eyedto 
I 

the City and reconveyed to, Edison in order to fael11tatethe ' 

refunding transaction. Edison undertakes to filewithtbeCommis';' 

sion copies of documents proposed to be'used:,;' inconne~tion with 'the 
, . .' ; ~, " 

issuance and sale of the New Mexico Ind'ebtedness. .. 

'. . ~." 
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On October 20~ '9S'~Edison,provided.the Revenue 

Requirements Division with the following descr:lption 'of the: ,Four , 

Corners Pollution Control Fac.ilities~& list of parti~ipants. in 

construction of the units~, and : the type' of'financ1ng.u8e~/ 1f:known~ , 

to Edison. 

Four Corners Pollution Contro.l Facilities 

' .. 
.• . I 

The addition of: pollution' "control facilities at the ,Four 

Corners Generating Station is under rules '-,adopted,by ,the New Mexico. 
, .,'. 

Environmental Improvemel:1t Board~ The rule- sets' fortha',Decembex: 

31. 1982 compliance date. 

General Description of the Facilities 

The facilities. cons.ist of var10U8s.ystems.'m~chinerY.and 
. , ',. . " :'1 

equipment at Units 4 and 5, at the plant "which may: be ~nerally 

described as follows: 

1. The, flue gas draft system· which provides the ' ' 
necessary' draft to~ remove the products of:_com­
bust ion from the' boiler and, pass" them, through 
certain flue gas,; particulate removal equipment 
and ultimately through the stack to the 
atmos.phere; " 

2. The ,fabric filter baghouses'wh!ch remove fly 
ash from the flue gas;' and ' 

3. The fly ash handling systemremovesfly'ash' 
from the baghouse hoppers' and conveys it 'to­
silos. for storage from' which trucks trans­
port dis.posal in the' "mine. 

In addition .. there are the following awdliarysubs,ystems: 

1. The fire protection system,wb.:1chminimizes 
the effect of a fire 1nthe f:[lter,baghouse 
facilities area and" ' ,. .. 

-3&-
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. '" 

2.. The compressed air system 'which' provides: 
oil-free., dry air for certain pne\lmatlc . 
control system eqUipment,,, and: devices and 
dry service air for pneumatic maintenance' 
tools and other air uses:. 

• -. I , 

Participants in the New Mexico- Pollution Control FacilitieS. 

Percent 

Participants 
Share of 

Facilities.' 

So Cal Edison 
Arizona Pu~lie'Serviee 
Public Service of 

New Mexico 
Sal t''R!ver Project 
El Paso Electric 
Tucson Electric 

'Iota 1 

48X' 
,15' 

'3-, 
10 

7 
7 -

100% 

Financing 
Amount:. Terms, 

(Millions) 

$9:2',:,,5.' 
55.,D*" 

;>years: 
3,years· 

t .. ·. 

'* Amount includes facilities at Units 1 ~ 2., and: 3 in,ad'ct:ition' to, 
Units 4 and, oS. Facilities ,costs', for all other part 1 e1pants:: 
reflect Units 4 and 5- only. ", , 

Edison is not a participant inUn:[t81.: 2,; and' ,3 as " 

these were built prior to Edison becomingin.volved' in this 

contruction. ,Edison is a participant in Unit8-4 and:5,an<fw1ll 

own 48% of the plant and, will provide 48%' of the ,pOllution ' 
",.' .. ', 

control financing., 

" , 

'.-1 

-3b'';' ,,' ' 
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: Edison is informed,. believes, and' alleges that subs.tan-:" " " 

t1ally all of the. proceeds from the issuance of:the-Refunding,Bonds~, 

will be used to refund' the City"s tax-exempt: Pollution ,Control, 
'.' l' 

Bonds, and it is expected that the interest payable on the' BOnds -", 

will be exempt from all present federal income', taxes: ands.tate-· 

taxes under existing statutes,. regulations~ eourede~:Ls.1.ons'~and~ , 

rulings. 

Since the interest payable' on the,'Refund'ing. BOnds 1s 
. . . '~ 

anticipated to be exempt ,from present federal incomet:axes, the-, 

Bonds will be' sold', at ,4n annual' interes.t ' rate sub·st:antla.lly less 

than would be realized if Edison. were to :r.~sue and sell t:axab:le ", ' • 

• debt obligations. In order for Edison to take, advantage 0'£ ',the 

favorable interest rates appl:teable to' the Refunding Bonds.~ Ed'isou' 

must issue its New Mexico-Indebtedness' to', the City~: The full 

• 

amount of the interest rate savings will;bepassed on t~:Ed'!80n' and: , 

its ratepayers. 

Edison seeks an ordeI: ofthls,CommisS:10n .. :granting:an' 

exemption of the proposed issue and'sa.le of,theNew.Mexico 

Indebtedness from the Commiss10n',8competit,ive: l>idd"ing~x-U.!e 
, , 

established' by D.38614~ as amended' by D.499'41 and' D.7-5556. " These 

decisions contemplate that under a.ppropriat~ eircumsca:nces.,the 
, . '. 

Commission will not require competitive bidding.. Edison believes" . 

that the reasons set forth below are compelling'and',j,ust,ify,the 
, , 

issuance by the Commission of an, order grant1~~,t1i1sexemptl<?n~:';", " 

.. 4~" " 
. ,;, .. ' 
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Because of the statutory structure of pollution control 
". 

financing mechanisms of the City. competitive' bidding: for Edison"'s 

New Mexico Inde'btedness is notpossib.J.:e. 
.' I;.' ., :-"''"' . : 

The . Comis:s.ion·' has 
\ ," .,' ',. 

previously recognized this unique methodoffinancirig. by' issuing.. 

decisions exempting POliution-control-relat~d··deb.t1sstiesfrom the' 
, ". . , 

competitive bidding rectuirements' of the.Commissi~n>including .' 

Edisoo·s D.8"3022 dated June 25~'974inA.5488a;D~92412;dated 

November 18. .1980 in A.59966; D. 9'3319' d~tedJuly'22,. '1'98:1 in, 

A .. 60652; and' Pac-ific Gas and Electric Companyt's(PG&E~·s)D.9:211S .... 

dated August 19. , 980 in A.59803,. 
, I ,I' , • " " " ''-' I ~ •. ' 

Edison believes' that, theappl·i-
" ,i'" ' 

cation of the Commission 'scompetitive. bi'dd-irig requirement.:would;' 
, , , .~ 

preclUde it from taking advantage of' the benefits p.ro';'1.decl' by this . 

type of financng and would not'be in the bes~ int~rests:ofEdison 
• ~ , '-.10 • , ' 

or its ratepayers. Edison anticipates that the' N~w Mex,i~;; .. 
I , • ..".,. 

IndebtednesS could be sold· at least .200 bas::tip6:t~tsbeiow that of' ' 
, ., . ~ . .' , 

the normlll·market. 

Given the nature and structure of th~:New M~~Jico'statuto,ry,· 

pollution control financing mechanisms and the benefits to be 

gained from participating in this financing a.ctivity,. the Commis­

sion· s Revenue Requirements Division' is- o,f: the opin1on that Edison 

must issue and sell the indebtedness to the C1ty~ ,: Therefore. the' 

applica1:ion of the· Commission:'s competitivebidd:1ng,requiremen.ts, 

would not. in this, proceeding. be :Ln'the best interest"of~ EdIson' or 

:Lts ratepayers as it would not operate in <a manner: tc>'allow . 
" 
"!j' 

-s.:. . 
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Edison" s sale of the inde1>tedness at the most favo·ra.b-le--a.v~ila.ble 
cost of money. Our po,sitionis conslstentwith.D .. 9ZlrSdated 

August 19. 198-0 in A.59803- (PG&E)~ relatingto-pollutl.oncontro.l 
" . . ' .. 

financing by California utilities • i', •. . ' , 

Edison's. capital ratios as of. June_ 30-~-· 19&1." adJ~sted-. to' .... _ 

give effect to 

1. '!he proposed issuance of up to- $-92~5:00,. 000 of_' 
pollution control First 'and Refunding Mortgage 
Bonds,. Debentures~ Notes. arid/or o-cher Evidences 
of New Mexico Indebtedness; 

2. The sale of 258-.385 shares- of Common- Stock, 
$8-1 /3- par value. issued under Edison's; Emp-loyee 
Stock Purchase Plan on July 1, 1981 (D ... 900S·9-
dated March 13, 1979 in A.58605); 

3. The sale of 39,.'85 and 37,901 shares of Com~on 
Stock, $-8-1/3 par value, issued under Edisou"s' 
Employee St:ock Ownership Plan and Trust Agreement 
on July 1, 19'81 and-August 1, 198r. respectively 
CD. 91198 dated January S, 1980 in A.-S·929·'s) ; 

4. '!'he sale of 461~580 sha't'es of Common Stock~ 
$8-1/3 par value,. issued on August '~198t under 
Edisont- s Dividend Reinvestment and' Stock Purchase 
Plan (D.91434 dated March 1S., 1980 in A.5-9441); 

5. Funds. drawn from the Cons~ruction ,Fund in· July' 
and August for ~he New Mexico Pollution Control· 
Revenue Bonds. 19a1 Series A (D •. 924 "2, dated 
November 13, 1980 in A.59966); 

6.' The proposed issuance of the remaining , 
$200 ~OOO,. 000 authorized but unissued"First and 
Refunding. Mortgage Bond (D. 928:75· dated April 
7, , 98-1 in A.60300); -

7 • The-issuance in July of a 14-3/4% Promis.sory 
Note in the prinCipal amount of $-50 ,OOO~OOO. ", 
(D .. 92376 and D.92755· da1:ed~November 4~1980 
and March 3, , 98-1, respectively, in A.S99'39); 

-6-
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8. Funds drawn from the Construction Fund'in 
August for the 10-3/4% First and~ Refunding 
Mor;tgage Bonds. Series QQP (D. 9'2412' dated .' 
November 18, 1980 in· A.59966); 

9. The issuance of 35-,.00$ shares· of commonstoek 
in July andAugust~ du.e to convers-ion of 
44,829' shares of Preference Stock .. >~20% 
Convertible Series; 

, 0.. The retirement of $100',000,000: princ·ipal . 
amount of First and Refunding Mortgage Bonds, 
Series EE,due November 1 .. 198·, (D, •. 83680. 
dated October 1 6, 1 974 in- A.551 75);. and.', 

1 1 .. The retirement of 5--1:/2% .Promisso,ry .No.tes, .' . 
due August 31 ,. 1981 in· the principal amount 
of $1,762,0100 . . 

are as follows: 

Long-Term Debt 
Preferred/Preference Stock 
Common Equity 

To.tal 

, . " 

. .." 

The follOwing. authorized, issues have been excl.uded from 

the pro forma ratios, Oecause' the timing:, of thesepr~~sed: 'issues . '. 
,"' .' 

is uncertain: 

1. l'b.e proposed issuance of up to $200.,000;.000:.0;f . 
New Mexico., Pollution C@.trolevid'ence. of 
indebtedness (D.,93~1 9 dated July, 21 ,. 1981 i.n 
A .. 60652) :. 

2. The proposed. issuance of up to· $150 ~OOO:~OOO 0'£ 
Preferred/Preference Stock (D .. 9'293:3· . dated' 
April 21 .. , 98" in A~603,3'); , 

3. The proposed issuance of· up to $200p,606 .. 000'~f: . 
Debt Securities (D.92486 dated: September· 2,. 19'8:l 
in A. 60773).;, and ' ' ". ,: 

I" . I 

-7';;" :",i ' 
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. ' . ." 

"."-.,,. ',.I'e' ,"' . 

4. :the proposed issuance of S:~OOO ,.OOOshar~sof" 
common stock: at an assum.ed~ price 'of $25 Per share 
estl..~;"~..J:o produce- net proceed's. of .$20S:"OOO~OOO . 
(D.!:I~b7r/dated NOV~M'B€ R . 3~ 198-1 in A~;609~6).~~:·' . 

, " 

.. 
'!'he Commission's Revenue Requirements D,ivision has 

reviewed Edison' s applica.tion and has eoncluded'that;.the proposed" 

financing is necessary; however ~ the DiVision reserVe~'"ther1ghti 
. ',' .' 

to reconsider the reasonableness. of any· con$trUctlon:'~pendi tures . 

in future rate proceedings. 

Findings of Fact 
, " ' 

• ", J 

,~ .' 

., .. Edison, a California corporation" operates under the' 

jurisdiceion of: this Commission .. 

2. The proposed Ins'tallment Sale Agreement,' requiring, 
. , 

Edison to provide security for the purchasers of the Refund'ing,· 
. , 

Bonds, would not be adverse to the public. interest~: 

3. The proposed ind'ebtedness would" ,De for a proper 
.1., . 

purpose. 

4. The proposed sales and delivery o:f. the acqui'red" or 

construceed . facilities would not: be adverse:te> 'thepU1>~:1C' 
interest. 

. .' . " .,' '. '. 

5. The ,money, property, or labortobc'procU:recf'.orpaid: 
, • I. ' 

, . 
for by the proposed debt securities, is: reasonablyrequ.l:r:ed~for: 

the purpose specifiecr in. the' application. . ' 

6. The sale of the. proposed" 1ndebeednessshould' not be,. 
,. '.' , 

required to be through competitive boid'dlng;., .... 

-~ 

,.", , 

",,' , 
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. " 

7. There is no known opposition and no' reason to delay , 

granting the authority requested'",: 

Conclusions of Law 

, • A public hearing. is not necessary ~ , " 

2. The application should be granted' to, the' extent set 

forth in the o,rder which follows. 

The proposed' security issue-is for 'a laW£ul'purpose'and 

the money" property~, or labor' to be' o.btained by ,it is' required,' , 
, 'j' '" .':." 

for this purpose. Procee~s from the security is'sue ,may"not be " 

charged to oPerating expenses or 1nc:ome~ 

Edison, by letterd'ated October',., 1981 "requests the 
, , ," 

authorization for the proposed: finaneing.~·i>rocessedonan' 

expedited basis. Edison's request is based on the' september 25,. 

1931 announcement of Treasury Secretary Regan s tat'ing:: that the 

Reagan Administration intend's to. ev'ent1.l.allY eliminate pollution' 
, "< ' ", 

control bonds., as well' as other' tax-exempc' vehicles ~ ',.Bec'8.use, of:, 
1<" • 

the interest savings that are afforded ',through >t.aX~exemp1:' financ­
ing,. Edison seeks to obtain authorizatioo,before,this.fitlaneing 

is eliminated. We will the~efore make the foll~Witit: orde,reffec'-
. " " \ ...,'., '. ~.'" 

• .: ,J .' • , ",:, ' • " 

tive on the date of signature. No fee is required,; because'Ed'i-: 
.' " ' .' , 

son previously paid the, fee required' by PU Code' Section,' 1'904(1))\: ' . 

in connection with the' intermediate term, debtwh.1cn was', issued:',:ln' 
'" '. 

the pollution control finanCing authorized: .bY'I>:924l2:'datecf, ',' 
.' '., . ' 

November 18 r ' 1980 inA.S9966 • 

.', ' 

',.. I 

- • I , " 

" 



• 

• 

A .. 6095S· RR/KLH/WPS/WPSC 

, , 

'" :1,1 
o R D ;'ltR. ' - - -),--' 

~' 

IT lS ORDERED ~hat: . 
" 

1. Southern California Edison Company (Edison).may issue. 

sell. and deliver at anytime or times:: after the effectlve:date 

of this order a.nd prior to Mareh 1 ~ •. 19'84 up·t'o- $92~500 ,OOOaggre­

gate principal amount of one' or more series of~ i,ts Fir-stand: 

Refunding Mortgage Bonds. debentures. noi:~s, and/~r', other~v:l~ 
dences of indebtedness upon the' terms and' conditions as- setf~rth ' 

in. or contemplated by. the application' and·th'e.,ci6c~en.ts filed" 
. . , . . 

in connection with these proceedings or, in t~e'alternativ~, 
I 

_ guarantee unconditionally obligations of the: City of Farm-1ng.ton,. 
. " '" .. 

Ne~ Mexico (City) in respect of the i$suanceof.i1:s>'Debt~ ..... 

2. ':, Edison may sell and deliver. to the:, Cfty,theacquired'or 
", \ " 

constructed facilities under the-termsandcoriditions set· forth 

in, or contemplated' by. the application .. 

3 .. Edison may execute a~d deliver one or moresup~lemental 

indentures in substantially the form a.ttached • to,:the~'iippl;ication '. 

as Exhibit E. 

4.. Edison shall apply the proceed's of the:1:nclebtedness .. 

authorized for the purpose specified' . in- the ,appi.1cation":<',,· 

'"t., 

-10-
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5·. Edison shall file the repoics required1>Y'·Gener~l.O~d~r 
Series 24. 

6. Th..is order is effeecive coday,. 

Da::ed 
. ",." 

. at San: FranciscO' .. Califo'rnia~', . NOV 31981 -----------------

.· .. G:t"r. 

__ .L ______ , ____ ,_~. _h~ ............. "._~. 

" ' 

• 
• •• ,~. J~ • ...... , ••• -' _' .... _.' 

;," . 

-"':~'.,,< 
..... , 

,', , 

• ',. 
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