
e 
A.53579 LOB 

Decision No. 80662 
-----------------

BEFORE TEE PUBLIC OTILI~IES COMMISSION OF THE STATE OF CALIFORNIA . 
In the Matter of the Application ) 
of SIERRA PACIFIC POWER COMPA..~ ) 
for an O::der authorizing it (a) ) 
to sell and issue' pursuant to ) 
neqotiatedplacement $20~OOO,OOO ) 
principal amount of First ) 
'Mortgage .Bonds,. 8-1/4% Series ) 
due November 1, 2002;, and (b) ) 
to execute a Fourteenth ) 
Supplemental Indenture as of ) 
November 1,. 1972,., supplementing ) 
the Indenture of Mortgage dated ) 
December 1, 1940. ) 

) 

Application No • .53-579 .' 
(Piled Septembe'r '12, 1972") 

Richard G. Campbell,. Attorney at Law, and 
Graham & James, by Boris H .. Lakusta, 
Attorney at LaW, for applicant. 

Sidnex J. Webb, for the Commission staff. 

OP:INtON - --,- ~ .... --
Sierra Pacific Power Company seeks authority to execute: 

and deliver a. supplemental indenture, and to' issue and se'll 
$20,000,000 principal antOW'lt of bonds pursuant to negotia.teci' 
placement. 

After due notice,. a public hearing in the above;'" 
e~titled matter was held before Examiner DonOVan in San Francisco 
on October 6,1972, at the concluSion of which the' matter was· 
taken under submission. The Commission has .rece'ivedeo protests' 
in the proceeding. 
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Applicant is a Nevada corporation engaged in public 
utility electric operations in the State of Cali~ornia,. ana :i.n' 

public utility electric, gas and water operations in tbeState 

of Nevaaa. For the yea:: 1971, the company's :repo~ted total 
operating' revenues amounted to $44,219,.803:, which total includes 
$5-,.473,028 derived from California operations. 

The new issue would be designated as First Mortgage 

Bonds, 8-1/4% Series due 2002, and would be secured by an' 

Indenture of Mortga90 dated as of December 1, 1940,. as supple
mented and modified by thirteen existing supplemental indentures 
and a proposed Fourteenth SUpplemental Indenture. The. bonds. 
would be subject to provisions restricting redemption' auring. 
the first ten years. 

The utility proposes to place the bonds privately 

with 18 financial institutions from which' it has obtained 

commitments to sell the securities at 100% of the ,t>rincipa1 

amount plus accrued interest. The net proceeds, other than. 

accrued interest, would be· used for :repaying a portion of 

applicant's outstanding inaebtedness incurred for temporary. 
financing of its construction pr09'X'aIn, which iridobteClness is 
represented by promissory notes in favor of banks and commercial 

paper. The ace~ued interest would be' usea for generalcor,t>Orate 
purposes. 

:ZXhibit No. 1-13-, received in evidence at the hearing,. 
shows that as of Septer~er 30, 1972, the company's outstnnding 

j:)acl~ loans and commercia,l paper a;gre9'ated~ $29,100,000. ~e 

utility's estimated construction program for' the years 1972 
and 1973 amo'Ullts to $25-,711,.000 and $3S,221,,000, respectively~: 
seg:egated as follows: 
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Electric Department 
Gas Department 
Water Department 

Total 

1972 -
$20~511,OOO 

2~563,OOO 
2,63-7,000 

~25r711.l000 

!lli:' 

$29 , 34S,. 000'. 
2-,S12~ 000, 
3,,3:70,000 

$35,227,000' 

Applicant's capitalization ratios as of June 30, 1972, . 

and as adjusted to give effect to the proposed bond. issue,. '. as· 
swnmarized from Exhibit No. 1-9 receiveQ in evidence· at -the 

hearing, are as follows: 

Long-term debt 
Short-term debt 
Preferred stock 
Common stock equity 

Total 

June 30, 
1972 

42.&''' 
13 .. 8· 
12 .. 5 
30.8 

100.COG 

Pro
forma 

53-.2% 
3.4 

12.6 
30 .. 8, 

100.0%. 

As j ustification fo~ seeking exemption from competitive' . 
bidding requirements with respect to the sale- of said bonds, the .... 
application states the following: 

"Applicant has been informed that the 
general trend in long term interest rates 
for the balance of 1972 ana into 1973 will 
be on the increase: because of this infor
mation Applicant is convinced that it is in 
the best interests of its customers and 
itself to place privately the $20,000,000 
of a new series of First Mo:tgage Bones. 
To faei~itate such private placement 
Applicant has heretofore secured commi~~ents 
from the follOwing purchasers who have 
subscr ibed for that portion of the $20, 000', 000, 
8-l/4% First Mortgage Bonds due 2002, set 
opposite their names: ..... n 

(~he- list of 18 purchasers is omitted, from 
thi::; opinion.) 
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"The agreements with the above-named 
purchasers require the approval of both the 
PUblic Service Commission of Nevada. and the 
california Public Utilities Commission before 
such commitments can be exercised. By having 
obtained the aforesaid conditional commitments 
Applicant stands to avoid higher rates of 
interest at the time when Applicant intends 

. to· issue said First Mortgage Bonds at approxi
mately November 1, 1972. By securing such 
commitments Applicant has assured a successful 
issue of such bonds, thus guaranteeing a source 
of funds later this year at what Applicant 
believes to be a fair rate of interest. 

"By private placement rather than com
petitive bidding or negotiated underwriting, 
Applicant's costs will be reduced by approxi
mately $178,300.00. ~ese savinqs will 
result from less costly registration state
ments and less costly printing and associated 
expenses than would be incurred with the 
issuance through competitive bidding or 
negotiated underwriting." 

The company presented ovidence at the public hearing 
for supporting it$ request for exemption from competitive 
bidding. 

After consideration of the evidence, and noting the 
absence of any opposition, we find that: 

~. The proposed. bOnd issue is foX' proper 
purposes. 

2. Applicant has need for external funds 
for the purposes set forth in this 
proceeding_ 

3. The proposed restricted redemption 
provisions are reasonable. 
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~. The proposed Fourteenth Supplemental 
Indenture would. l:lot be adverse· to the 
public interest. 

S. The issue and sale of the proposed bonds 
should not be required to· be througn 
competitive biddtnS. . 

6. 'rhe money, property or labor to be 
procured or paid for by the issue of 
the bonds herein authorized is reason
ably required for the purposes specified 
herein, which purposes, excQ,t as other
wise ~utho:ized for ~c~rued intc=ost, are 
not,. in wbole or in part, roascr"ably 
charseable to· op~ratin9 expe~sea or to 
income. 

7. The major portion of applicant's opera
tions ~d properties are in the State of 
Nevada. 

S. On October 2, 1972, the Public Service 
Commi~zion of Nevada ~uthorized the same 
transactions which llliplica:lt now seel~s 
authority from this Commission to consummate. 

On the basis of the foregoing findings we conclude 
tbat the application should be granted. The action takon herein 
is for the purpose of this proceedin~ only, and is not to be 

cons~ued as indicative of amounts to be included in proceedings 
for the determination of just and reasonable rates. 

ORDER --- .......... -
IT IS ORDER~ that: 
l. The issue and sale by Sierra Pacific Power 

Company of not exceed.ing$20,OOO,OOO aggregate principal 
amount of its First Mortga~e Bonds~ 8-1/4%, Series due 
2002 are hereby exempted from the commission's competitive 
bidding rule set forth in Decision NO. 3SG14, dated 
January 1$, 1946, as amended, in Case No. 4761. 
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2. Sierra Pacific Power Company may execute and 
deliver a Fourteenth Supplemental Indenture in substantially 
the same form. as Exhibit NO. 1-3 received in evidence at 
the hearing in this proceeding. 

3. Sierra Pacific Power Company may issue and sell 
at a price of lO~~of their principal amount plus acerued . 
interest not exceeding $20,000,000 aggcegate principal amount· 
of its First Mortga9'c BOnds, 8-1/4% Series due 2002. 

4. Sierra Pacific Power Company shall use the net 
proceeds from the sale of the bonds herein authorized for the 
purposes specified in this proceeding. 

S. Within thirty days after selling the' bonds herein 
authorized, Sierra Pacific Power Company shall file with the 
Commission a statement, in lieu of a. report under General 
Order No. 24-B, disclOSing the purposes for which the bond 
issue proceeds were used. 

6. 'I'his order shall become effective when .Sierra 
Pacific Power Company has paid the fee prescribed by section 
1904(2)) of the Public utilities Code, which fee is $16,000. 

~ ..... ~"eisCC) Dated at ~~.~ , California, this 
~ / ~y of OCTOBER' , 1972. 

PUBLIC UTILITIES COMMISSION 
STATE OF CALIFORNIA. 

Ccmnissioners .. 
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