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ORICINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. 69611

In the Matter of Application of
SIERRA PACIFIC POWER COMRANY £or
an ordex auﬁhorlzmng it (2) ©

'sell and issue pursuant to -
coupetitive bidding $10,000,000
principal amount of First
Mortgage Bonds ___ %, Scrzes due
19955 (b). to exccute an Eleventh
Supplemental Indenture as of
October 1, 1955 supplement;ng‘the
Indenture of Mortgage dated as of
December 1, 1940; and (¢} to
issue and sell 189,575 shares of
irs Common Stogk of a3 par value
of: $3.75 each share under
preemptive xights or under
contract wztn underwrxters.-

Application No. 47785
Filed Auqust 2, 1965

LUVVV\JVVVVVVVVVVUV

Richard G. Campbell and Graham James & Rolph, by
Boris H. Lakusta, for applicant; and
Sidney J. Webb, £or the Commission staflf.

SRINIQON

This is an applicatioﬁ for an order of the Commission
auvthorizing Sierra Pacific Power COmpany, a Nevada corporatzon,
to execute and deliver a supplemenual incdenture, and to~1ssue
ané sell $10,000,000. aggregate principal amount of bonds and

189,575 shares of common stock.

After dueinotiée, a public hearing in this matier was
held beilore uxamlner Donovan in San Francxﬂco, on August 13, 1965,
at whmch tine the matter was ‘taken under gunmxssmon. The

Commission has :ecnzved no‘protests in the proceedxng.
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Applicant was organized on or about Jénuary 15, 1965,
as Sicrra Nevada Power Company, 2 Nevada co:pérstion. By
Decision No. 63549, dated February 9, 1965, in 2pplication
No. 47272, ﬁhe'COmmiSSioﬁ authorizéd Sierra Pacific Power'
Cémpany, a Maine corporation, to merge with and intb appiicant,-
the latter continuing as the surviving corporation under the name
of Sierra ?acific Power Company. Said merger was conéummated“on
or zbout March 3L, 1965. The company is engaged in public utility
electric operations in the State of California andiin publicl
utility electric, gas and water opcrations in the State of Nevada.
For the year 1964, Sierza Pacific Powex Company, ﬁ'Maing corpo-
ration, reporited total operating revenues of‘$23,293;370) of
which it aﬁpoxtioned $3,056;593 0 electrié operating,révenﬁes
derived Erém Califorﬁia éperations. . |

’

Sierra Pacific Power Company, a2 Nevada corpora#ion,
nroposes to invite bids for_the'purchaéc oz $lb,000,000’a§gre-
cate principal amountiof its First Mortgage Bonds, due 1995,
the winning bid to determine “he interest raﬁe.‘ Tﬁe bonds:will
mature October 1, 1995, and will be secured by an Ibdentufe‘of'
Mortgage dated as of December 1, 1940, 25 supplemented and
nodified by ten existing supplemental indentureé and a

proposedrzleventh Supplemental Indenture.

In addition, applicant proposes to offer 189,575

shares of its $3.75 par value common stock for sale to'common .
sharcholders of record as of September 21, 1965, on the basis

of one share for each twenty shares of common stock held_ofgf_
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record, with an over-subscription privilegc subject to allotment.
The pre-emptive‘rights ©o subscribe for such snaros wmll be
evidenced by transferable subscription warrants.ljﬁhe‘offer o
sharcholders will be at the sdbscrﬂﬁtﬁon price pdr share of not
lcs* “han 20 perccnt of The average bid price of the common
stock of applmcan in the ovcr-ﬁhc-countcr marke* £or the
business day next precea;ng the Zfixing of said *ubscr;ptzon
price by applicgnt's Board of Directors. The latest available
quotation of the company's common shares in ¢he over—thc;countcr
market at the time of the hearing was $23-3/8 b;c and $23-5/B
asked. In order to ensure the sale of tae entlrc 1g9, 575 shares
of common stock, the company has nego“;ated\wluhls cone &'Webqter
Securities Corporation and Dean Witter & Co., as. underwrzters.
to purchase any unsubscribed shares of stock at not les,‘than'
the'subscription pricc. The underwriting agreement.further
will provide that applicant will share in that'portion of ‘che
proceeds which may be derived frem resales by tﬁc'underwriterg

at prices in excess of the subscription price.

The nét proceeds to be derived f£rom the proposed
stock and bond issues, aficer paynent of expenses peritaining
thereto, will be applied primaxily uoward the rcpayment of
short-term bank loans obtained, or to be oouazned, to finance,
in part, applicant's construction program. In add;t:on,'tnc
company will use a portion of said proceeds to reimburse its
treasury for prcv;ously incurred construction expenditures

and to finance, in part, its 1965 construction program.

Applicant reports ﬁhat its outstanding bank 1o$nsuag§:egated
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$12,000,000 at the time of the hearing and are expected O amount
to $13,500,000 at the time of the sales of said common stock and
bonds. The approximate amounts which applicant estimates it will
expend on its,constructionvprogram for %he year71965,.segrégated'
by dcpartmentr'arc"as‘follows: | o o

Electric Department - ‘
Generating equiprment $2,666,000
Line axtensions and connections '
for new customers 2,344,400
Other distribution and trans-
mission improvements and :
additions 2,443,900
Miscellaneous plant and ecuuipment _1,945, 700“‘ ' .
Total - Electric Departmcnt $ 9,900,000
Gas Department ' o 1,412,300
Water Department 2,477,400

| Grand total | , i -313 720 (200

Construction expenditures at trxbutable to the Gas
and Water Dcpartments will be principally for zmprovements
to the distribution systems, and line extensioms and,aervzces\

required o neet increased demands £or scrvice.

Applicant's capital ratios as of June 30, 1965, and
as adjusted o give effect to the proposed financing accoxding
£o Exhibit No. 11 £iled in this proceceding, which exhzbmt
assumes that the company will realize $4,095,000 £rom he
common stock, are as Zollows: | a

. o Pxo
Torma
Long-term debt
Bank loans
Preferred stock
Common ‘stock equity

Total




The uwtility requests e#cmption from the reguirements
of the competitive bidding rule with respect to the common
stock; The Commission's competitive bidding rulé exempts
sccurities offered ©o exist 1ng security holders pursuant to
any pre-emptmvc ri ght. Applicant oel;evco that dhe greater
pars, if not 2ll, of said stock will be purchaaec pursuant
pre-emptmve rights and that there would be lxttle interest by
underwriters in submitting compeumtmvc bids under prevaxl‘ng
circumstances. It is contomplated that the stock will Dbe
purchased by the underwriters at not less than the eubscrmp ion
price and that a atancoy fec of not more-thap ten cents per
share, or $18,957.50, will be charged by the undexwriters.
The recoxrd shows that\similar seock offcriﬁgs‘in‘the past by
applicant’s predecessor have been over~subsceribed, but that
presently prevailing uncertain market conditions justify‘an

underwritten offerlng as proposeo in this procecding.

The Comuission has considcred this matter and finds
that: (1) the proposed stock and bond issues are fdr.pzoper‘
purposes; (2) applicant has need fér,funds«from cxtétnal
sources for the pu:po*es set.forth in thivrprocccding:‘ (3)
applicant’'s plan of selling the propoued issue of common stock

through 2 negotiated unoerwrxtten rights offerxng radher than
=)' compcuztmve o;dazrgfwzll not e zgverse o the publzc B
interest; (4) the p:oposed Eleventh Supplemental Indenture
would not be adverse to the public interest: (5)'thelmohéy,

préperty or labor to be procured or paiﬂ Zor by the issue of

the stock and bonds herein authorized{iS-reasonably requitedi
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for the purposes specified herein; and (6) such puxposes,
except as otherwise authorized for accrued interest, are not,
in whole or in part, reasonably chargeable to operating

expenses or to income.

On “he basis of the foregoing findiﬁgs we conclucde
that the application should-be granted. In 'ssuing_our'oraer
herein, we place applicant and its sharcholders on notice
that we &0 not regard the number of shares outsﬁandiné, the
total par value of the shares nor the aividenés paid as
nmeasuring the return applicant should be allowed to earn on
its investment in plant and that the authorization herein
given is not to be construed as a finding of the value of
applicant's stock ot properties nor as'indica@ive‘of“amounts
to be included in proceeéings for the détermination of}just

and- reasonabie rates.

ORDER

IT IS ORDERED that:

1. Sierra Pacific Power Cowpany, a Nevada corporation,
nay execute and deliver an Eleventh Supplemenital Indenture dated
as of October 1, 1965, in the same form, or in swostantially +he

same Zform, as that filed in this proceeding asz Exhibit No. 2.

2. Siexrxz Pacific Power Company, a Nevada«cérporétion,

nay invite the submission of written sezled bids for the purchase :

of $10,000,000 aggregate p:incipal amount of itggFirst~Mortgage
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Bonds, due 1995, such invitation for bids to be published at
least éix‘days prior ro the date set for the opening of the
bids. |

3. Sierra Pacific Power Company, 2 Nevada corporatibn,
may issue and sell said bonds in the aggregate principal azount
of $10,000,000 at the price offered in said bids which will
resul: in the lowest cost of money to applicant dete#ﬁined

as set forth in Bxhibit C, attached‘to.the-appli¢ation._

4. The issue and sale by Siexxa Pacifiec Power
Cempany, a Nevada corporation, of 139.575-shareéfo£ its $3.75
par value comton stock are hercby exempted from the
L Commission's competitive bxddmng rule which is uet fortn in
Decision No. 38614, dated January 15, 1946, as amended by
Decision No. 49941, dated April 20, 1954.

5. oh or after the effective date hereof and on

or before Decembexr 31, 1965, Sierra Pacific Power Company,
a Nevada corporation,'may'issue to ¢che holders of its common
stock Lransferable ~dbscrzptaon warrants evzdenc;ng rzghts
co sub eripe o 189,575 additional Sha:cs of applxcant'

common stock, and may issue and sell such of said 189,575
d shares as are subscrxbed for pursuani to dhc subscription
ricdhts and aodxtxonal subscription przvzlege, at 2 price o
be fixed in accordance with the formula set Zorth in this

proceeding.
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6. Sierra Pacific Power Company, 2 Nevada corporation,
on oxr before December 31, 1965, may‘issue and sell tolundei-
writers such of said‘189,575 shaxes of coumon stock as have
not been subscribed and naid for pursuant to the oifering %o
its shareholders, the unsubscribed shares to be sold at not
less than the Sdbscription price and‘ét a negotiated staﬁdby
undexwriting dharge and resale percentacc consms tent with che

recoxd in This proceeding.

7. Sierra Pacific Power Company, a Nevada corporation,

shall use the proceeds from the sale of said common stock and

bonds, other than accrued ind eregt, for the Puxposes’ se foxrth
in this proceceding. The accrucd interest to bc received zrom

zhe sale of the bonds may be used £for such purvoses or £or .

general corporate purposes.

€. Immediat ely upon awarding the coantract for the
sale of the $10,000,000 aggregate prmnclpal amount of bonda,
Sicrra Pacific Powex Company, a Fevada corporation, shall
file a written report with the Conmission which shall show
as to cach bid received, the nane of the bidder, the‘price
and interest rate and the cost of money to appllcant based

upon sucih price and 1n»eres~ rate.

9. Within thirty days after the issue and sale of
the ¢common stock and bonds herein authorized,‘Sierra Pacific
Powex Company, a Nevada corporation, shall filec with the
COli"Slon three copies of its prospectua relasmng co- each

issue.
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10. Wichin sixty days after issuing the common stock
herein authorized, Siexra Pacific Power Company, 2 Nervada COrpo~
ration, shall file with the Commission a report sﬁowing- the
number of holders of its cc:ﬁmon stock on the record date, the
number of shares subscribed by shareholders, by o"c.herg‘ upon
purchase of righ’;s o subscribe and by undexrwriters. Such;
report shall be filed in lieu of 2 Xeport, Or reports,

 undex General Order | No. M-B.. |

1l. iftithin six months affter issuing the stoch ‘Therein
' authorized, Sierra Pacific Power cmpmy, a Nevada corporation,
shall £ile with the,Cocmission a report showing the expenses
incurred in comnection with the :.s*-ue and sale of said
189,575 shares of common. stochk and ‘che account, or accounts,

o which such expenses were charged.

12. This oroer shall hecome effective vhen S.x.e::ra
Pacific Powexr Company, 2 Nevada co*pora ion, has paid tn.e
fee prescribed by Section 1904 (b) of the Public U’e.:.l_:.t:.es |
Code, which foe is $5,500. -

Dated at San Franciseo ’ Calii’ornia, this
2 ;“’%ay of ; AUGHST , 1965. |

| PUBLIC UTILITIZS COMMISSION
STAMNE OF CAJ..II‘OR..\‘IA.

Commissionexs
Commissioner Frederick B. Holoboff, bdeing e
;-Becessarily absent, did mot participate
~.-4n the disposition of this proceedingy




