Decision No. RS ;fﬁ F ,‘3
g"}\ h ‘r

BEFORE THE RATEROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
SIERRL PACIFIC POVER COMPANY )

(a corporation) Tor authoxrity to
mortgage 1ts public utility nroperties)Application No. 15833

and to issue its first mortgage and
Tefunding gold bonds of the par value )
of $1,600,000.00. )

Orrick, Palmer & Dahlguist, by T. W. Dahlquist,
for applicant.

BY THE COMMIISSLON:

OPINION

In the above entitled matter the Railroad Commission is
asked to make its order autborizing Sierra Pacific Power Conmpany to
mortgége 1ts properties and to issue and sell $1,600,000.00 of its
five percent first mortgage and refunding goid bonds, Series ™A™, due
Septemder 1, 1959, for the purpose of paying outstanding 1ndeit5dness.

Sierra Pacific DPower Colmpany is a corporation organized
under the lews of the State of Maine, but authorized to tremsact an
electrical end water utility dbusiness in this state, for the reason,
among others; of having operated such business prior t¢ and contin-
uously since the effective date of the Public Utilities Acte. The
corporation's operations consist in furnishing electric, gas and
water service in end sbout Reno, Sparks, Carson City, Virginia City
and other localities im Nevada, and in furnishing electric sexrvice
in California in end about Floristom and Portola and im the Lake Tahoe
district, and in supplying electric enexgy at wholesale %o tﬁe’Trﬁckee

Electric Light and Power Company and the Truckee Public Ttilities
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District, at Truckee; and to the Soutkhern Pacific Company, at Summit,
and in furnishing water service in and about Georgetown.

By far the greater portion of the compeny's property ami
business is located in Nevada, the testimony herein indicating that
there is located in California only from fifteen to twenty percent
of the fixed capital of the corporation snd that there is obtained in
California only about ten percent of its gross revenue. In its annual
reports to the Commission, the compeny has shown iis revenue and ex-

penses for the years ending Decenmbder Slsb, as follows;~
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Applicant hes outstanding $3,675,000.00 of six percent
cunulative preferred stock and 80,000 shares of no par common stock, all.
of which, excepting directors' shares, is held by Sierra Pacific Electric
Company. I% hes no bonds of its own issue outstanding, but has ssumed
the payment of $£309,000.00 of bonds issued by Nevads Power, Light and
Water Company and Reno Power, Light and Watef Company. Its other in-
debtedness includes $1,465,000.00 of notes payable, $428,666.67 of ad-
vances from an affiliated company, $84,374.16 of accounts payeble and
$39,193.35 of acéounts not due. Its total assets and lisbilities,
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as of June 30, 1929,'are'reported as follows;~

ASSETS:
Fixed capital o o « & o 4 o o « o o - o $8,481,246.06
Current assets:
Cash end deposits . . . . . « . 115 ,649.49
Accounts receivable . . . . . . 167,583.52
Materials and supplies . . . . . . 112,432.73
Miscelleaneous « « ¢« o « o o o = $,024.,00
Prepayments . « ¢« . ¢« o o . . 7,920,395

Total CUXTENt 95868..cese PALS 640400

Unadjusted deb its - - - - - - - - - » : . 8 809 059
Tot&l assets.‘..t.t.‘... 39!905!665'ﬂ
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Preferred stoCK « « o ¢ o ¢ o o o - £$3,675,000.00
gommon StOCK .« ¢ v v 4 e e o s e 1,600,000.00
Bonds:

Nevade Power,Light and Water Company 16,000.00
Reno Power, Light and Water Company 293,000.00

Totel DORAS « « + o o 369,000.06
Due Sierra Pacifiﬁ Tleetric Compeny:
NOteS oL . 1,400 ,000.00

Aévances . - . 428,666,867
Totel (evevneenso.. $1,828,866.87
Current lisbilities: . :
Notes payadble « . « « &« o = « & & 5, 65,000.00
Accounts paysble . . . 84 ,374.3.6
Accounts not yet due - 39,193.35
Dividends declared . . . 85 125.00
Ta.‘x li&bilit?’u ® & & 2 4+ = s 82 5‘79 74

Totel current liabilitie .-.$ -
Reserves . 1 124 200.6
Unag justed credits . . . . . . 103 772 31

Contridbutions for extensions : 38,203 14
SU.I‘plU.S - @ e & & e @ e *» e & » & @ . 858 520.55
Total lidbilities......§9,963,66§;§§
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The application'showé that the payment of the $309,000.00
of bonds was assumed by applicant im acquiring the properties of Nevada
Power, Light and Yater Company and of Reno Power, Light and Water Com~
pany and thaet the indebtedness due Siexra Pacific Electric Compeny was
incurred for the expamsion and comnstruction of additional propertye.
The bonds beaer interest at the rate of six percent per annum and the
indebtedness to the holding company at the rate of eisﬁt percent per
enmuwm.  The $16,000.00 of bonds ere due in 1932 and are now callable
at 102.25; the 5293,000.00 or bonds are due in 1944 and are now calleble
at 107.50; the £1,400,000.00 of notes due Sierra Pacific Electric Com-
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pany are past due.

Applicant proposes to use the proceeds to be derived from
the sale of its bonds to pay and redeem the $309,000.00 of bonds out-
standing and to pay in part the $1,828,666.67 due Sierra Pacific Elec-
tric Company; In making this application to issue bonds to'carry its

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

statement, an iuventory and eppraisal of 1ts properties showing the
estimated reproduction cost new, as of May 31, 1929, at $8,914,310.00,
excluding any allowance for development ¢ost or going value or for water
rights, dbut including overbead allowances of approximately twenty per
cgnt of the estimated reproduction cost of the physical properties.
It submitted no oral testimony in supportfor the appraisal and we do
not belleve that we can accept it, without such testimony, as competent
evidence in this proceeding, or give it any c¢onsideration, Qur order
in this matter, therefore, is mot to be construed as an approval of the
appraisal submitted or as a finding of valuwe of epplicant's propertles.
It clearly appears to us, however, that applicant's properties, dbusiness
end earnings should support an issus of $1,600,000.00 of five percent
bonds and that the payment of indebtedness bearing interest at the
rates of six and eight percent per ennum, through the lssue of five
percent long term bonds, is in the public interest.
Ve do not believe, howevet, thet we can authorize the sale
of the bonds upon the basis indicated in the application, namely,
at 1ot less than 88 percent of thelr face value, plus accruved interest.
These bords will be a first lien on the'properties covered by the pro-
posed ipdenture, will bear interest et the rate of five percent, will
nature thirty years after date, and will be callable as follows;-
4% 105 percent to and including Avgust 3L, 1939;
At 104 percent om September 1, 1939 and thereafter to and
including sugust 31, 1944;
At 10% percent on September 1, 1944 and thereafter to and
including Lugust 3L, 1949;
A% 102. percent on September 1, 1949 and thereafter to and
including August 31, 1954;

Lt 101.5 gefcent on September 1, 1954 and thereafter to and
iZicluding August 31, 1955;
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AT 10l percent on September 1, 1955 and thereafter to and
including August 31, 1956;
A% 100.5 percent on September L, 1956 and thereafter to and
including August 31, 1957;
At 100 percent on September 1, 1957 and thersafter to meturity.
Upon the showing made herein, we delieve the company should re-
celve not less than 91 percent of thelr face valus, plus accrued in-
terest, for the $1,600,000.00 of donds. The order herein will so
provide,
At the hearing bad on August 12th there was filed (Exhibit "1v)
8 copy ©f the proposed incdenture of mortgage vetween appliéant and The
New England Trust Compeny and Orrin C. Hart, Trustees. On August 28th
there were filed certsin changes in the proposed instrument. It now
provides thet any properties situate in California shall, subject to
the terms and conditions of seid instrument, de transferred to the ine-
éividual trustee. The propoesed 1ﬁstrument is of the "open end" type

end provides for an initisl issue of $1,600,000.00 of bénds, the issue

terein proposed, and an additional issue of $4,000,000.00 issuable when

the net eamings, as defined in the proPQsediindenture, for a period
of twelve comsecutive calender months within the fifteen celendar
menths immediately prececing the date of the application to the trustee
for certification, are &t least two times the annual Iinterest charges
on all bonds then outstanding, all outstanding rerundab}e ddbp axnd
outstancing prior liem debt, and bonds applied for. Additional bonds
mey theresfter be issued in an agg:égate prineipel amount equal to
seventy percent of the net cost of additional property not previously
certitied to the trustee sudject to the earnings restriction above,
aPplying in the case of the issue of the $4,000;000.00'ot bonds.
Although there seems to be no resiiiction on the issue of
the $4,000,000.00 of bomds, other than the net earnings restriction
referred to, & publig utility, under the provisions of Section 52(b)
of the Public Utilities Act, may issue its bonds, if suthorized by the

Commission, for certain purposes, ard no others, nemely;-
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*For the acculsitlion of property, or for the con-
struction, completion, extension or improvement of Its
facilities, or for the improvement or maintenance of 1ts
service, or for the discharge or lawful refunding of its
obligations, or for the reimbursement of moneys actually
expended from income or from any other moneys in the
treasury of the pudblic utility not secured dy or obtalned

from the issue of stocks or stock certificates or other
evidence of interest or ownershbip, or bonds, notes or

other evidences of indebtedness of such public utility,

for any of the aforesald purposes except maintenance of
service and replacements, in cases where the applicant
shall have kept its accounts and vouchers for such expenci-
tures in such manner as to enable the commission to ascer=-
tain the amount of moneys so expended and the purposes for
which such expenditure was nade.”

In the event, then, that at some future time applicant again

comes tO the Commissiorn with a request for permission to lssue addi~-
tional bonds, it will be necessary for it to meke & showing sstisfac-
tory to the Commission that the proposed lssue 1s for ome or more of
the purposes set forth above and also, as further provided in sald
Section 52 (b) that the momey, property or ladbor to be procured or paid
for through such issue is reascnsbly required for such purposes. We
night add that our epproval of the mortgage at this time 1s mot to be
construed as binding the Commission at some future date to authorize
epplicant to issue bonds up to seventy percent of the net cost of ad-

ditional property.

Sierrs Pacific Power Company, having applied to the Rail-
road Commission for permission to mortgage its properties and to issue
and sell %1,600,000.00 of bonds, & public hearing having beex held
before Exeminer Fsnkhauser, and the Rallroad Ccumission deing of the
opinion that the application should be granted, as herein provided,
end that the issue and sale of the $1,600,000.00 of bonds 1s reasonebly




required for the purposes specified herein, which purposes are not in

whole or in pert reasonadbly chargeable to operating expenses 6r to

income, '

IT IS EEREBY ORDERED that, Sierra Pacific Power Company be, and
it hereby is, authorized to execute an indenture of mortgage, substan-
tially in the same form as that filed in this proceeding as Exhibit "17,
es modified by the letters of iugust 28th on file in this procesding.

IT IS EXREBY FURTEER ORDERED that, Slerxra Pacific Powex Company
be, and it hereby is, authorized to issue and sell, at not less than
ninety-one percent of thelr face value, plus acerued interest, on or
before December 3L, 1929, $1,600,000.00 of its five percent Lirst
mortgege and refunding gold bonds, due September 1, 1959, and to use the
proceeds to pay $309,000.00 of bonds now outgtﬁnding, and to ﬁay, in
part, its indebtedness to Sierra Paclfic Electrlc:Company.

The authority herein granted is subject to the following con~
ditione;- |

1. The authority herein granted to executs an indenture of
mortgege is for the purpose or.this proceeding only, and is granted
only insofar as this Commission has jurisdiction under the terms of
the Public Utilities Act, and is not intended as an approval of sald
nortgage as to such other legél requirements to which it may be sub-
Ject.

2. Applicant shall keep such record of the issue of the bonds
herein autborized and of the disposition of the proceeds as will enable
1% to file, on or before the 25th day of each montk, a verified report,
es required by the Railroed Commission's General Order No. 24, which
order insofar as applicedble, is made a'part o this order.

3. The authority herein granted will become effective whexn
applicant has paid the fee prescribed by Section 57 of the Public
Utilities.Aot,'ihich fee is One Thousand Three Hundrgd ($1,300.00)

Dollars,




4. Within thirty days after execution of the mortgage,
applicant shall file with the Commission two certirfied copies thereof.

DATED at San Francisco, California, this 30'_/4 day of
August, 1929.
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