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Decision No. __ ')_~;;...' ..... ~;..;;.~.;..j !..;.~_. 

In the Matter or the Applicat10n or ) 
SIERIU. PJ ... CI]'IC POWER COMPANY ) 

(a corporation) ror authority to ) 
mortgage 1ts publiC uti11ty ~ropert1e5)~ppl1cat1on No. l~a~3 
and to issue 1tstirst mortgage and ) 
rerund1ng gold bonds ot the par value ) 
of $l,600,000.00. ) 

Orrick, PallUer &. Dahlquist, by T. W. Dahlquist, 
for app11cant. 

BY THE COMMISSION: 

OPINION 

In the above entitled matter the Railroad Commiss1on is 

asked to make 1ts order author1z1ng Sierra Pac1fic Power Company to 

mortgage its propert1es and to 1ssue and sell $1,600,000.00 ot 1ts 

five percent f1rstmortgage and refunding gold bonds, Series ~Aw, due 

September 1, 1959, for the purpose of pay1ng outstanding indebtedness. 

Sierra PacifiC Power Company 1s a corporation organized 

under the laws ot the State of Maine, but author1zed to transact an 

electr1cal end water ut1l1ty business 1n this state, tor the reason, 

among otherSi of hav1ng operated such bus1ness prior to and contin­

uously since the eftect1ve date of the Public Utilities Act. ~e 

corporation's operations consist 1n turn1Shtng electriC, gas and 

water serv1ce in end about Reno·, Sparks, Carson C1ty, Virg1nia C1ty 

and other localit1es 1n Nevada., and in turn1sh1ng electr1c serv1ce 

in Ca11fornia in end about Floriston and Portola and in the Lake Tahoe 
. .. 

district, and in supplyi.ng electric energy at whole seJ.e to the'Truckee 

Electric Light and Powe= Company and the Truckee Public Uti11ties 
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Distr1ct, at Xruckee, and to the Southern Pacit1c Company, at Summit, 

and 1n tu:rn1sh1n8 water service 1n. and about Georgetown. 

Ey tal' the greater portion of the company's property aDd 

business 1$ located in Nevada, the testtmony herein indicating that 

there 1s located in California only 1'rom fifteen to twenty percent 

ot the rixed capital or the corporat1on aDd that there :1s o'btained in 

Cali:or.nia only about ten percent or 1ts gross revenue. In 1 ts annual 

reports to the COIllllliss1o:o., the company bAs shown its revenue a.nd ex­

penses tor the years ending December 3ls~, as ro~ows;-

. . . . • 
ITEM • 1926: 1927 : 1928 

Opera t1ng revenue s: • : : 
California .••••••• : $ 69,714.82:$ 70,660.48:$ 11;,688.13 
Nevada •••••••••• ; 1~170,458.14: 1115048~O.10:l,242,278.84 

Total •••••••••••••••• :-1,240,172.96: 1,221,550.58: 1,361.g~e.§? 
Operat1Dg expenses:. • • • .'.: 568,365.86: 469,207.,28: 535,012.32 

Net operating revenues • 671,e07.J:O: 752,343.30: ~26,954.6:S 
Uncollect1ble bills ••••• ; 8,068.Z5:. 7 ,e94.~e: 6,788.09 

Taxes. • • • • • • • • • • ••• 154,442.70: 169,001.45: 170.261.98 
Net o~erat1Dg income •••• : oOS,296.05: 575,440.87: 047,904.~ 

Non-operat1ng 1ncome ...... : 15,035.69: 14,203.48: '17.796.66 
Gross 1ncome ........ : 524.~~1.74: 589,650.55: 665,?Oi.!i 

DEDUCTIONS: : 
Interest on long term debt •• : 23,850.00: 21,343.67: 19,684.33 
Other interest •••••••• : 91,680.53: 106,745 •. 65: 120,71~.82 
Other deduct ions • • • • • .. .: _--:5:;..,~7~1:.;:1;.:;..3;;.;3~::..---r''::''5~,8~6;.;;8p.:;.w04~: _-.,.5..1.,O~7iiro;4~."'i51'io6 
. Total deduct ions • • .. .. • .: ._1;:;.2;;;.;1;;.., ... 24;;..;..;:;1;.:;.~8~6 ... : _,..:;l-=;:M ........ ,"""~-=-?~. Z>6~:--......;;;.140i05r.a.;,4r-i7~2~.""'7.;:;.1 

Net income ........... ; ;:j>40S ,089.88: X455,692.99: *520.228.55. 

Applicant has outstanding $3,675,000.00 or six percent 

cumulative prererred,stock and 80,000 shares o~ no par common stook, all 

ot WhiCh, excepting directors' shares, is held b~ Sierra Pacific Electric 

Company. It has no bonds of its own issue outstanding, but has ssumed 

the ~ay.ment ot ~369,000.00 ot bonds issued by Nevada Power, Light and 

Water Company and Reno Power, Light and Water CODl.J)any. Its other in­

debtedness includes $1,465,000.00 of notes payable, $428,666.67 01' ad­

vances from an att1l1ated company, $84,374.16 01' accounts pa.yable a.nd 

$39,193.35 01' accounts not due. Its total assets and l1abilit1es, 
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as ot June 30,1929, are reported as tollows;-

ASSETS: 
FiXed capital .............. $9,481,246.06 
Current assets: 

CaSh and deposits • • • • • • • • 
Accounts receivable • • • • • • • 
Mater1als and supplies • • .. • • • 
Mlscellsneous • .. • • .. • • • • 
P:repe.y.m.en t s • • • . • • . • • . • 

11.5 ,649.49 
167,583.52 
1~2,432..73 

9,024.00 
7 ,920.35 

Total current assets •••••• 
Unadjusted deb1ts •••••••••• 

~4I3,610.09 
. 8,809.39 

~9 !903,66,S.,M Total assets •••••••••••• 

LIABILITIES: 
Preferred stook • • • • • • • • • • 
COlmllon st ock • • • . .. • • • • • • 
Bonds: 
Nevada ?ower,!'ight and Water CompaDY 
Reno power, Light and Water Company 

Total oonds • • • .. • 
Due Sierra p~01rlC 11ectrie CO~pany: 
Notes • • .. . .. • . . • • • .. .. . 
AdvConcos • • • • .. • • • • • • • 

Total ~ ............ . 

$3,675,000.00 
1,600,000.00 

16,000.00 
293 .. 000.00 
309,000.00 

Current liabi11ties: . 
Notes payabl.e • • • .. .. .. .. • ... $ 65,000.CO 
Accounts payable • • • . • 84,Z74.~6 
Accounts not yet due. • • • . • • Z9,193.35 
D1v14onds aeclared • • • • • • • • 95,l25.00 . 
Tax 1iab111tr~ • • • • • • • • • • 82,579.74 

Total current lia'b1~1t1es. u .$~J366 ,2Q2.,e···' 
Reserves • • • • • • • • • • • . •• .1,124 ,200.0.2 
Unadjusted oredits • • • • . • • • • l05,772.5l 
Contributions for extensions • • • • 38,233.14 
Surplus • • • • • • • • • . • •. •• . 858,520.55. 

Total liab111t1es •••••• *9,903.c6S.54 

The applioation shows that the payment of the $309,000.00 

of bonds was assumed by applicant 1n ao;uiring tho properties ot Nevada 

Power 1 Light and 'NateI' Company and. of Re:1o Power, Light and ?later Com­

pany and that the indebtedness due Sierra Pacific Electric Company was 

incurred tor the expansion and construction or additional property. 

The bonds bear interest at the rate of six percent per annum and the 

ind.ebtedness to the holding company at the rate of eight peroent per 

annum. The $16,000.00 of bonds are due in 1932 and are now callable 

at 102.25; the ~293,OOO.OO of bonds are due in 1944 and are now oallable 

at 107.50; the $l,~OO,OOO.OO of notes due Sierra Pacific Eleotric Com-
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pany are past due. 

Applioant p~oposea to use the proceeds to be derived trom 

the sale ot its bonds to pay and redeem the ~309,000.00 ot bonds out­

standing and to paY in part the $1,828,666.67 due Sierra Pacit1e Elec-

tric Company. In making this application to issue bonds to carry its 

proposal into effect, applicant has filed, in addition to its financial 

stateme~t. an inventory and appraisal ot its properties showing the 

est1mated. rep:'oduction cost new, as ot May 31, 1929, at $8,914,310.00, 

excluding any allowance for development cost or go1:c.g value ,or tar water 

rights, but including overhead allowances of approximately twenty per 

cent ot the estimated reproduction cost ot the physical proper.ties. 

It submitted no oral testimony in support. ot the appra1sal. and we do 

not believe that we can accept it, without such testimony, as competent 

evidence in this proceeding, or give it any consideration, Our order 

in this ,matter, therefore, is not to be construed as an approval or the 

appraisal submitted or as a finding of value ot applicant's propertieB. 

It clearly appears to us, however, the. t applicant's properties, 'business 

and earnings Should support en issue ot $1,600,000.00 of five percent 

bonds an~ that the payment or indebtedness 'bearing interest at the 

r~tes ot six and eight percent per annum, through the issue or five 

percent long term bonds, is in the public int.erest. 

Vie do not believe, however, that we can authorize. tlle sale 

of the bonds upon the basis indicated in the application, namely, 

at not less than 88 percent of their face value, plus accrued interest. 

These bonds will be a first lien on the properties covered by the pro­

posed indenture, will bear interest at the rate ot five percent. will 

mature thirty years atter date, and w1ll be callable as fo1lowsj-

At 105 percent to e.nd including August 31, 1939j 
At 104 nercent on September 1, 193~ and thereatter to ana 

-including ~ugust 31, 1~~4; 
At 10~ percent on September 1, 1944 and thereafter to and 

including August 31, 194G; 
At 102. percent on September 1,1949 and thereatter to snd 

1nc1ud1~e ~ugust 31, 1954; 
~t 101.5 percent on september l~ 1954 and thereafter to end 

1ficluding August 31, 1905; 
4. 



• 
At 101 percent on September 1, 1955 and thereatter to and 

including August 31, 1956; 
At 100.5 percent on September l, 1956 and thereatter to and 

including August 31, 1957; 
At 100 ~ercent on September l, 1957 and thereatter to maturity. 

Upon the showing made herefn, we be11eve the company should re­

ceive not less than 9l percent or their tace value, plus accrued in­

terest, tor the $1,600,000.00 of bonds. The order herein will so 

provide. 

At ~he hearing bad on August 12th there was tiled (Exhibit ~l~) 
.' 

a copy ot tbe proposed indenture ot mortgage between applicant and The 

New England Trust Company and Orr1n C. Hart, ~rusteea. On August 28th 

there were tiled certa1n changes in the proposed instrument. It now 

provides that any properties. situate in Ca11torn.1a shaU,' sub ject to 

the terms and conditions .ot said 1nstrument, be tre.nsterred. to the 1n-

d1v1dual trustee. The proposed instrument is or the "open end~ typo 
" -

and provid.es tor en initial issue ot $1,600,000.00 or bonds, the issue 

herein proposed, and an additional issue ot $4,000,000.00 1ssuable when 

the net ea~inge, as defined in the proposed indenture, for a period 

ot ~velve conseeutive ealendar months within the fitteen ealendar 

month! immediately preceding ~he date of the applioation to the trustee 

tor cert1tication, are at least two ttmes the annual interest charges 

on all bonds then outstand1Dg, aU outstanding refundable debt and 

outstand1ng prior lien debt, and bonds applied tor. Additional bon~s 

~y thereafter be issued in an aggrega.te principal amount equal to 

seventy peroent ot the net cost of additional property not previously 

certitied to the trustee subject to the earnings restriction above, 

applying in the ease of the issue ot the $4 ,000:;000.00 ot bonds. 

Although there seems to be no rest~iet1on on the issue or 

the $4,000,000.00 of bonds, other than the net earnings restriction 

referred to, a public util1ty, under the provisions of Seotion 52(b) 

or the Publ1 c Utili tie s A.ct. may 1 ssue 1 ts bonds ,. it t.utbor1zed by the 

Commission, tor certain purposes, and no others, name17;-
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~or the acqUisition ot property, or tor the con­
struction, completion. extension or improv~ent ot its 
facilities, or for the 1mprov~ent or maintenanoe ot its 
service, or tor the discharge or lawful refunding ot its 
obligations, or tor the re1mburs~ent of moneys actually 
e~ended trom income or from any other moneys in the 
treasury of the publiC utility not seoured by or obtained 
from the issue ot stocks or stook certificates or other 

evidence ot 1nterest or ownersh1p, or bonds, notes or 
other eVidences of 1ndebtedness or such public utility, 
tor any of the aforesaid purposes exoept maintenance ot 
service and replaoements, 1n cases where the appl1c~t 
shall have kept its acoounts and vouohers tor such expendi­
tures in such manner as to enable the comm.1 $Sion to a scer­
tain the amount ot moneys so expended and the purposes tor 
wh1ch sucll expenditure was made." 

In the event. then, the. t at some tu ture time app1.1c ant again 

comes to the Commission w1th a request tor permiss10n to issue addi­

t10nal bonds, it will be necessary tor 1t to make e. showing satistac­

tory to the Commission that the proposed issue is tor one or more ot 
the purposes set forth a.bove and also. as turthel' provided in said 

Section 52 (b) that the money, property or labor to be procured or paid 

tor through such issue is reasonably req~ired tor such purposes. We 

might add the. t our approval ot tge mortgage at this time is not to be 

construed as binding the Commission at some tuture date to authorize 

applicant to 1ssue bonds up to seventy percent ot the net cost ot ad­

ditional property. 

o R D ER 

Sierra Pac 11'1c Power Company, he. ving app1.1ed 'to the Ra.il­

road Co~ss10n tor pe~1ssion to mortgage its properties and to issue 

and ~ell ~1,600,OOO.00 01' bonds, e public hearing having been held 
," ~ 

betore Ex~iner F~khauser,and the Railroad Commission being ot the 

opin10n that the applioation should be granted, a.s herein provided, 

end that the issue and sale 01' the $1,600,000.00 of bonds 1s reasonably 
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required tor the purposes specified herein, which purposes are not in 

whole or in part reasonably chargeable to operat1Dg expenses or to 

income, 

I~ IS HEREBY ORDERED that, S1erra Pacif1c Power Company be, and 

1t hereby ls, authorlzed to execute an indenture of mortgage, 8ubstan­

tially 1n the ~e for.m as that t11ed 1n th1s proceeding as Exhib1t ~l·, 

as modlfled by the letters of August,28th on t11e in th1s proceeding. 

I~ IS EEREBY FO'RTBER ORDERED that, Slerra. Pacific Power Company 

be; and it hereby ls, authorized to issue and sell, at not lesa than 

n1nety-one peroent ot their face value, plus accrued ~terest, on or 

before Dec~er 31, 1929, $1,600,000.00 or its tlve percent tirst 

mortgage and retunding gold bonds, due September 1,'lg59, and to ~ae the 

proceeds to pay $309,000.00 of bonds now outstanding, and to ~ay, in 

paX't, 1 ts indebtedne8S to S1erra Pacific 1:l;.e:etr'i:e,: Company. 

The authOX'ity herein granted is subject to the following con-

d1tl.ons;-

- 1. The authority hereln granted to execute an indenture or 

mortgage 1s tor the purpose ot th1s proceedlng only, and 18 granted 

only insotaX' as this Commission has jurlsdlction under the ter.m8 or 

the Publlc Utilit1es Act, and is not intended as an- approval ot said 

mortgage as to such other legal requirementa to which it may be sub­

ject. 

2. Applicant shall keep such record ot the issue ot the bonds 

herein authorized and of the disposition or the proceeds as will enable 

it to tile, on or betore the 25th da~ of each month, a verified report, 

as required by the Railroad Commission's General Order No. 24, whlch 

order insofar as applicable, is made a part or th1s order. 

3. The authority here1n granted will become eftective when 

applicant has paid the tee prescribed by Sec~~on 57 or the Public 

Ut1lities,Act, which tee is One Thousand Three Hundred ($1,300.00) 

Dollars. 
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4. Within thirty days atter execution of the mortgage, 

a:pplicant shall tile with the Commission tw'o certified copies thereof. 

DATED at San Francisco, Ca11torD1e., th1s adA{ day 0'£ 

August, 1929'. 

Co:m:o.1ssl oners. 


