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Decision No. 77094 

SEFORE THE PUBLIC 'OTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In ,the Matter of the Application of ) 
SIERRA PACIFIC POWER COMPANY for an ) 
order authorizing it (a) to sell and ) 
issue pursuant to negotiated placement ) 
$15,000,000 principal amount of Firs't ) 
Mor'tgage Bonds %, Series ) 
due May 1, 2000: (1:» 'to execute a ) 
Thirteenth Supplemental Indenture as ) 
of May 1, 1970, supplementing the ) 
Inden'ture of Mortgage dated as ) 
December 1, 1940: and (e) 'to issue ) 
and sell not: exceeding 450,000 shares ) 
of its Common Stock at a par value of ) 
$3.75 each share under contrac't with ) 
underwriters_ ) 

) 

Application No. 5173$ 
Filed February 26, 1970 

Richard c. campbell and Graham & James 
by Boris H. Lakusta, for applicant..: 

Sidney J. Webb, for ,the Commission staff. 

Sierra Pacific Power Company seeks an order of the 

commission authorizing it to execu'te and deliver a supplemen:tal 

indenture, and to issue and sell $15,000,000 aggregate principal 

amount of bonds pursuant to negotiated placement. 

After due no,tice, a public hearing in the above-entitled 

mat'ter was held before Examiner :Donovan in San Francisco on 

April S, 1970, at ,the conclusion of which the ma't'ter was taken 
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under s~mission. At. such hearinq the company indica'ted that 

later in the year it would file a separa.'ce application relating 

to its proposed issue of eo~~on stoek~ and withdrew from this 

proceeding its request pertaining' thereto.. The Co~~ission has 

received no protests in the proceeding. 

Applicant is engaged in public: u,tility a-lcetric opera-

tions in the State of California, and in ptiblic u'cility electric, 

qas and water operations in the State of Nevada. For the year 1969" 

the company I s reported total opera'ting revenues amoun't 't:.o 

$34,844,572, which total includes $4,.457,608 derived from 

California operations. 

The utility proposes to' negotia'te plaeemen't o'f 

$15,000,000 aggregate prineipal amount of its Firs't:. Mortgage' Bonds 

to be dated May 1, lS70, and 'co become due May 1, 1975 or May 1, 

2000.. The bonds will be secured by an Inden'cure of Mortgage dated 

as of December 1, 1940, as supplemented and modified by ~welve 

existing supplemental inden'cures and a proposed 'I'hir'l:eenth 

Supplemental Indenture.. If issued wi'ch a maturity date- of 
May 1, 1975, the new bonds will no'c be s~jee't to redemption 

before maturi ty ~ A five-year res'crieted rcdemp'cion provision 

similar to 'Chat frequently employed in ~ond offerings at the 

present ~im~ would apply 'to bonda bearing a May 1, 2COO, maturity 

da'te. 
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The net proceeds, other than accrued interest, to, be 

derived from the proposed bond issue, will be applied ;toward '~e 

repayment of loans for construction evidenced by previously 

authorized promissory notes in favor of banks. Accruedinteres't 

will be used for general corporate purposes. 

The record shows that as of February Z8, 1970, applicant's 

bank loans and commercial paper amounted 'co- $20,300~OOO and 

$7,SOO,000, respectively, or a to'tal of $27,800,000, which amount 

may increase to some exten'c before the consumma:cion of the new 

financing in order ,to enable the company to carry on its construe-

tion pro<;ram. For the year 1970, applicant I $ es'cimated construc'cion 

program approximates $24,530,000, s~re9a'ted as follows: 

Electric Department -
Generating equipment $10,950,000 

Line extensions and connec-
tions for new customers 2,965,000 

Other dis,tribution and trans-
mission improvements and 
additions 6,394,000 

Miscellaneous plan'c and 
equipment 556,000 

Total - Electric 
Depar't::men't 

Gas Departmen'c 
Water Department 

Grand ~otal 
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The utility's capitalization ratios as of December 31, 

lS69, and as adjusted to give effec't to the proposed bond issue, 

as compu'ted from Exhibit No. 10 filed in this proceeding, are 

as follows: 

December 31, 196·9, Pro Forma 

Long-term' deb,t 
Notes payable 
t>referred stock 
Common stock equity 

Total 

47 .~" 
17.4' 
6.1 

29'.3 

100.0% 

S7 .. 3~ 
7'~3 
6;'l 

29.3 

As justifica:tion for seeking exemption from competi·tivc 

bidding' requiremen'ts with respec't to the sale of said bon ds, !:he 

u'tili'ty' s Vice President, Seere'tary and Assis·tant Treasurer 

testified as follows: 

"J: have, for the pas't several months, been reviewing the 
financial trends developed in 'the sale of utili,ty 'bonds, 
and 'based upon my observations of 'these pas't issues I 
have come to 'the conclusion tha't: eompe-ti'tive bidding 
procedures are, during the uns'table marke-t: condi,tions, 
rather risky 'to 'the issuer:; of long-'t:erm deb't:. There 
have been several ins·t:ances during the unse-t·tled market: 
where the interes't rates resul,ting from cornpe'ti,t:ive' bids 
have actually increased on 'the final day of sale. Under
wri,ting g'roups hedged wi'th higher ".bids ,to keep them from 
suffering heavy losses as interes·t; rates change. I't 
seems apparen't that the more- successful issues of utili'ty 
bonds have ac'tually been pre-sold through negoti;,;t::ion '.by 
·the underwri'ters, resulting in a rate ,t::ha'l: remains firm 
even in a fluctuating markc't and requires no heage by 
the underwri'ting group_ I believe we are s't:ill in a 
period of great uncertainty in ,the seeuri'ties market 
and tha·t:, actually, 'the- lowes't cos'l: of bonds would be 
achieved through a ocgoeiated s.ale- ra'l:hcr 'than 'through 
compoti ti ve bidd.ing." 
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As 'co whether or no'c he thinks applican't: would do' 

'better to sell the bonds at compe-titive bidding ra'ther 'than 

through a nego,tiated public sale, 't:he Manager of the Financial 

Department of Stone & webster Management Consultants, Inc. 

testified, in part, as follows: 

"I believe not. The size of the issue is rela:cively 
small. There has been bu't one competitive u't:ilit,y issue 
of less that'l $2:5,000,000 ou't of 19 bond issues since 'che 
firS'1: of March. Underwriters believe 'cha:t: in the current 
buyer' s marl~e't: they are wlc 'to do a 'be't'ter selling job 
on a negotiated basis knowing 't:ha:t they will own 'the 
issue. A negotiated financing also provides 'the kind of 
flexibility required in 'the present marke'c in 't:h<:l:t a 
faster adjus1::men't: to ehanging market conditions may be 
made, 'cha'c is, i't: may be accelera:ted or delayed '1:0- rocc'c 
certain conditions.. I'r: is eviden't tha:t more and more 
utilities are s ... ri.tching 'r:o ncqo'l:ia't:cd financing's. About 
50% of ~c utility i~sues since January 1 have been 
negotia'ted. A recent example is 'che $150,000,000 deben
ture offering by Pacific Telephone and Telegraph which 
went well and ~e'tually helped 't:he en'tire market. :C't is 
my understandin9t:hat 'l:his was 'the firs'/: nego'l:i~,'l:ed cale 
by the company in 'thir'l:y years. As '1:0 comparative eos'l:s, 
in my opinion, 'I:he differences, if any, are not ro.at:erial." 

After consideration of 'the application, '/:es'l:irrl,ony and 

exhibits, and no'cing the absence of any opposition, we find that: 

1. The proposed bond issue is for proper 
purposes. 

2. Applicant has need for funds from external 
sources for the purposes set forth in this 
proceed.ing. 

3. Applicant: will 'be required -::0 pay in'l:ercct at 
a lower effective ra'tet:han i'l: would in 'the 
absence of 'che proposed res'tricted redcmp'l:ion 
provision .. 
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4. The proposed Thirt:een't:h Supplcment(ll Inden'ture 
would not be adverse to ,the public in'teres'!:.. 

s. The money, property O~ ~abor 'to·~e precured 
er paia for by tne issue of ,the bonds herein 
au'thorized is reasonably required for 'the 
purposes specified herein, which purposes, 
except as otherwise authorized fer acerued 
int:cres't::, are nc't,. in whole or in part,. reason
ably eharg-eable 'co oper~:t:.ing expenses or ,to' 
ineome. 

6. The issue and sale of ,the proposed bonds should 
not 'be required ,to' be at competi·tivebidding .. 

On the basis of 'the foregoing findings we conclude 'Ch3:t:. 

the application, as modi~i~ a't 'the hearing, should be gran't:ed. 

The authorization herein gran'ted is for '!:.he purpose of this pro-

ceeding only and is not ,to' be construed as indicativeef ~oun'ts 

,to' be included in proceedings for 'thO' de'termination e·f jus'!:. and 

reasO'nable ra't:es .. 

Applicant is hereby placed en nO'ciee 'tha't, if 'the 

Commission should believe the negotia'ted in'teres'c ra'te pertaining 

to' the proposed bond issue will resul .. t: in an excessive effective 

interest cost", it will take in'cO' considcr~:t:iO'n in future rate 

proceedings ol"lly 'cha't which i'l: deems reasonable. 
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ORDER .......... ---

IT IS ORDERED that: 

1. The issue and sale by Sierra Pacific Power company 

of no't exceeding $l5, 000,000 aggrcga'te principal amoun't of i'cs 

First Mortgage Bonds, due May 1, 1975 or May 1, 2000, are hereby 

exempted from 'the Commission t s compe'l:itive 'bidding- rule sc't for'tn 

in Decision No. 38614, dated Januo.ry 15,1946, as amended in 

Case No. 4761. 

2. Sierra Pacific Power Company may execu'te and deliver 

a. Thirteenth Supplemcn'tal Indenture in ,t:he same form, or in 

s'lJbs'tan'tia1ly 'the same form, as that filed in this proceeding as 

Ex...i.ibit No. 2 changed to elimina:te alternate maturi,ty dates for 

'the bonds_ 

3. Sierra Pacific Power company may issue and sell 

not exceeding $15,000,000 agogreg::lte principal amount, of i'!:s Fir.s~t 

MOrt9agc Bonds due May 1, 1975 or ~y 1, 2000, in accordance with 

the terms and eondi't:ions set for'th in this proceeding. 

4. Sierra Pacific Power CompOlnY shall use the ne'l: 

proceeds from the sale of said bonds for the purposes cpeeified 

in this proeceding. 

s. On the da'tcs Sierra Pacific Power Com~an~" de'termines 

°the term, price and inoccrcst rate perocaining 'too 'the bonde herein. 

authorized, i" sh0.1:!. :lotify ,the commission 'c'hercof 'by 't:eleg::':4"'O.. 
01 
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6. Wi'chin thir'cy days af'cer issuing and selling 

'Chc bonae herein authorized, Sierra Pacific Power Company shall 

file with the commission three copies of its prospec'cus per-

taL~ng to said bonds. 

7. Within sixty days after selling the bonds herein 

;:l.uthorized, Sierra Paeific Power Company shall file- wit..'l 'the' 

CoIm'nission a statemen'c, in lieu of a report: under General Order 

No. 24-B, disclosing the purposes for which the 'bond issue- proeeeds 

were used. 

bcreof. 

this / J./;:. 

s. Xhe effective date of this order is 'the date 

:Oa.'ted a'l: _~Sn.n;.;;;..:.FrB.n..:..:;::!~claco...ww-__________ , California, 

day of _~A __ PR __ I..;.;;;L __________ , 1970 .. 

.. -
, .-. J. 

-. - ....... -: 

Comm1ss1one:r- ~ _ P. Vukos1Zl" :/Jo. .bel.na . 
nocessnrlly 1l'b"~!'It. d.id.· not .pa:M.1e1pa:to: 
in tho ~ispos1 t10n ot thiS pJ'oceet11t1S~. . 
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