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	In the Matter of the Application of Southern California Edison Company, U-338, for an Order increasing the currently authorized amount of variable interest rate debt instruments, or guarantees of the debt securities of another, to finance undercollections in its Regulatory Balancing Accounts, from $700,000,000 to an aggregate principal amount not to exceed $1,200,000,000.

	Application 00-07-048

(Filed July 11, 2000)


OPINION

1.  Summary

This decision grants the petition filed by Southern California Edison Company (Edison) on August 26, 2005 to modify Decision (D.) 00‑10‑040 as previously modified by D.02-01-061 and D.01-01-021.  This decision also delineates all outstanding authority for Edison to issue securities, including secured debt securities, to finance its regulatory balancing accounts.  Edison is authorized to secure debt with its accounts receivables.  Edison is exempted from the Competitive Bidding Rule for security issues of $200 million or more.  Edison is authorized under this decision is to issue up to $700 million to finance its regulatory balancing accounts.
2.  Background
In D.00-10-040 the Commission gave Edison authority to issue $1.3 billion more than an existing $700 million, authorized in D.95-11-065,
 for a total of $2.0 billion to finance wholesale energy purchases.
  The original authority extended to all of Edison’s regulatory balancing accounts.  D.00-10-040 charged Edison a fee based on the $1.3 billion amount, as required by Pub. Util. Code § 1904(b).
Decision 01-01-021 added $3.5 billion more in debt authority for a total of $5.5 billion, specifically to finance the under-collected balance in Edison’s Transition Revenue Account (TRA).
  D.01-01-021 charged Edison a fee under § 1904(b) on the incremental authority to issue debt.  The decision also allowed Edison authority to issue secured debt, allowed accounts receivable to be used as security, exempted issues above $200 million from the competitive bid rule, and allowed the use of variable interest rate debt.
Decision 02-01-061 up-dated the previous authority granted to Edison to substitute the Procurement-Related Obligations Account (PROACT) for procurement related costs instead of the defunct TRA.  The TRA was eliminated as part of the overall settlement between Edison and the Commission.

D.01-01-021 explicitly provided that the extra authority granted therein ($3.5 billion) would expire 6 months after the TRA under‑collection was recovered – and later, when D.02-01-061 authorized debt borrowing for funding the PROACT after the TRA was eliminated, the decision’s discussion
 states the authority would revert to $700 million after PROACT was sufficiently recovered.
3.  Edison’s Request

As a matter of conservative financial practice, Edison requests for the Commission to clarify that the authority to issue debt to finance regulatory balancing accounts still includes the authority to use secured debt so that Edison may issue mortgage bonds.  For the series of decisions relating to Edison’s balancing account authorization, the ordering paragraphs in D.02-01-061, the latest in that series, do not set an expiration date for the specific authority granted in ordering paragraphs 1-3, which includes the ability to issue first mortgage bonds.  However, it is not explicit that the authority to issue mortgage bonds does continue and therefore Edison feels it would benefit from a clarification that it is authorized to issue mortgage bonds to fund balancing account borrowings.  There are two main reasons:  First, it was understood by Edison that the additional $3.5 billion of financing authority granted in D.02‑01‑061 expired at some point after the PROACT undercollection balance was paid down.  For example, on page 4 of D.02-01-061:
Edison also notes that under D.01-01-021, as proposed to be modified [in the last modification, that] …, the $4.8 billion of authorization will expire automatically six months after the PROACT balance is recovered, leaving Edison with the original authorization of $700 million of balancing account financing provided by D.91269, D.87-09-050 and D.89-09-023.

Secondly, Edison states that while it did not intend the authorization of financing exceeding $700 million to continue after the PROACT balance was paid down, it did intend the authorization to issue mortgage bonds to continue.
4.  Discussion

Given Edison’s understanding that the $3.5 billion in additional financing authority would expire after PROACT was paid down, it is possible to conclude that other authority initially granted in connection with the additional financing authority granted in D.01-01-021, namely the mortgage bond authority, might expire as well.

Ordering paragraph 2 in D.02-01-061 states that “Edison is authorized to finance its PROACT with debt that is secured by (i) a mortgage on Edison’s real assets... .”  This could also be interpreted to limit the mortgage bond financing authority to the additional $3.5 billion of financing authority that constituted the excess PROACT balance.  This could then lead to the conclusion that the mortgage bond authority might expire when the PROACT balance was paid down.

We initially allowed Edison authority to issue secured debt in order to achieve the lowest possible cost in light of its financial condition and rating, market conditions, and our desire to protect ratepayers.  We will affirm that Edison still has the authority to issue debt secured by its real assets, and also, the authority to use its account receivables to secure debt, for its regulatory balancing accounts as previously authorized in this series of decisions on A.00‑07-048.  We continue to believe this authority will enable Edison to realize the lowest possible debt costs.

There is also a question on the correct residual authority: the $700 million, discussed at pages 4-5
 of D.02-01-061 is not clearly defined as the only residual authority in the ordering paragraphs.  The residual authority could be $2.0 billion, based upon an interpretation that D. 00-10-040 authorized $1.3 billion without limited-life and it continued separate from the limited-life authority for the additional $3.5 billion authorized in D.01-01-021.  Thus, there is slight ambiguity between the discussion which includes this limitation and the decision’s Findings, Conclusions of Law and Orders which do not.
Edison’s petition includes the interpretation that the discussion was adopted, and thus its authority reverted at some point to $700 million.  Edison does not seek a higher amount and therefore we clarify that we agree Edison’s current authority is limited to $700 million to finance under-collections in its regulatory balancing account.

Decision 02-01-061 refunded a portion of the previous fees charged by the earlier two decisions.
SCE requests that if we authorize only $3.5 billion that it be allowed to file at some future date for a refund or a credit for the fees it paid under Pub. Util. Code § 1904(b) related to the difference between the $4.8 billion previously authorized and the $3.5 billion we authorize today.  We will order the refund of the difference in financing fees, approximately $656,000, between the $4.8 billion requested and the $3.5 billion authorized to SCE.  (Mimeo, p.8.)

On January 31, 2002, the Commission refunded fees of $656,000 on $1.3 billion – the difference between $4.8 billion and 3.5 billion.  This repeated reference to $4.8 billion omits the original $700 million in authority because under D.01-01-021, Edison’s authority peaked at $5.5 billion.  We should clarify why $656,000 in fees should have been returned.  Fees are not the equivalent of a deposit on a soda bottle – refundable when the bottle is returned.  They are simply a fee charged for the authority granted.  Under the requirements of § 1904(b), the only allowed exception is “[I]f the commission modified the amount of the issue requested in any case and the applicant thereupon elects not to avail itself of the commission's authorization, no fee shall be paid, and if such fee is paid prior to the issuance of such certificate by the commission, such fee shall be returned.”  Thus, the fee was only refundable because Edison never used at least $1.3 billion of its authority.  We will clarify this refund was for the last $1.3 billion increment of the $3.5 billion authorized by D.01-01-021, because the authority was increased a further $3.5 billion after $2.0 billion was insufficient.  In fact, Edison’s actual borrowing peaked at $3.480 billion (See D. 02-01-061, p. 4.
)  Therefore, the refund was appropriate.  Because Edison exercised its authority to issue $3.480 billion, we deem that it exercised the full authority of the further $3.5 billion provided in D.02-01-061, and therefore no further refunds for unused authority would be warranted.  Edison has correctly not sought a further refund.
5.  Comments on Draft Decision

This is an uncontested matter, in which the decision grants the relief requested.  Accordingly, pursuant to Pub. Util. Code § 311 (g)(2), the otherwise applicable 30-day period for public review and comment is being waived.
6.  Assignment of Proceeding

Michael R. Peevey is the Assigned Commissioner and Douglas M. Long is the assigned ALJ in this proceeding.

Findings of Fact

1. D.00-10-040 authorized Edison to issue (i) $1.3 billion of additional debt for a total of $2.0 billion, to finance the purchase of wholesale power for delivery to its retail customers; and (ii) the same types of debt that it was previously authorized to issue.
2. D.01-01-021 authorized Edison to:  (i) issue a further $3.5 billion of additional debt, for a total of $5.5 billion, to finance its TRA undercollection; (ii) finance its TRA undercollection with debt secured by a mortgage on Edison’s real assets and/or accounts receivable; and (iii) exempt from the Competitive Bidding Rules (a) variable-rate debt issued to finance the TRA undercollection, and (b) debt with a principal amount in excess of $200 million that is issued to finance the TRA undercollection.
3. D.02-01-061 authorized Edison to:  issue $3.5 billion in total debt to finance its PROACT undercollection with debt that is secured by (i) a mortgage on Edison’s real assets, and, or (ii) Edison’s accounts receivable.  Edison continued to be exempt from the competitive bidding rule as determined in D.01‑01-021.  This authority superseded the previous authority for $1.3 billion in D.00-10-040 and $3.5 billion in D.01-01-021.

4. Edison was refunded the fees it previously paid pursuant to Pub. Util. Code § 1904(b) for $1.3 billion in unused authority.  Edison had conditional authority under D.02-01-061 to issue $3.5 billion in total debt until it had recovered the PROACT balance.  Within six months after such recovery, Edison’s authority reverted to $700 million.
5. Edison’s remaining authority allows it to issue $700 million in debt to finance its regulatory balancing accounts with debt that is secured by (i) a mortgage on Edison’s real assets, and, or (ii) Edison’s accounts receivable.  Edison continues to be exempt from the competitive bidding rule as determined in D.01‑01-021.

Conclusions of Law

1. Pursuant to § 816 et seq., the Commission may authorize Edison to issue secured debt to finance regulatory balancing accounts.
2. Debt issued by Edison should be exempt from the Commission’s Competitive Bidding Rules when issuances of debt (i) exceed a principal amount of $200 million, and/or (ii) utilize variable-rate debt.
3. After sufficient recovery of the PROACT balance Edison’s authority to issue debt to finance its PROACT regulatory balancing account reverted to the $700 million authorized in D.95-11-065 for regulatory balancing accounts generally.
ORDER

IT IS ORDERED that:

1. Pursuant to Pub. Util. Code § 816 et seq., Southern California Edison Company (Edison) is authorized to issue up to $700 million of debt to finance regulatory balancing accounts authorized by the Commission.
2. Pursuant to § 851 and § 816 et seq., Edison is authorized to finance regulatory balancing account undercollections with debt that is secured by (i) a mortgage on Edison’s real assets, and, or (ii) Edison’s accounts receivable.

3. Debt issued to finance Edison’s regulatory balancing accounts shall be exempt from the Commission’s Competitive Bidding Rules when issuances of debt (i) exceed a principal amount of $200 million, and, or (ii) utilize a variable‑rate debt.

4. Edison’s Petition to Modify Decision 02-01-061, et seq., is granted as described herein.

5. Application 00-07-048 is closed.

This order is effective today.

Dated November 18, 2005, at San Francisco, California.
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   Commissioners

�  D.95-11-065 also modified two earlier decisions, D.89-08-023 and D.87-09-050, unpublished decisions superseded when Edison filed A. 00-07-048 as an expedited application.


�  $700 million + $1.3 billion = $2.0 billion.


�  $2.0 billion + $3.5 billion - $5.5 billion.


�  Edison vs. Lynch, et al., U.S. Dist. Ct., Cent. Dist. Cal., Case No. 00-12056-RSWL (Mcx).  A Settlement was entered on October 5, 2001.


�  Mimeo, pp. 4-5.


�  “SCE also notes that under D.01�01�021, as proposed to be modified herein, the $4.8 billion of authorization will expire automatically six months after the PROACT balance is recovered, leaving SCE with the original authorization of $700 million of balancing account financing provided by D.91269, D.87�09�050 and D.89�08�023.”  In D.91269 the Commission adopted variable interest rates for energy procurement for the Energy Cost Adjustment Clause (ECAC), see 1980 Cal. PUC LEXIS 90; 3 CPUC2d 197.


�  This was also confirmed by representation of Edison’s counsel to the ALJ on September 21, 2005.
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