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Decision No. 80662 | o : S @ %B@HN

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO§N:A 

In the Matter of the Application
of SIERRA PACIFIC POWER COMPANY
for an Oxder auvthorizing it (a).
to sell and issue pursuant to .
negotiated placement $20.000, 000
Principal amount of First
Mortgage Bonds, &-1/4% Series’
due November 1, 2002; and (b)
to execute a Fourteenth ‘
Supplemental Indenture as of . .
November 1,. 1972, supplementing
the Xndenture of Mortgage dated
December 1, 1940.

APPIi'C‘ation[‘Noj..‘,;53579 FRIRERE
(Filed September 12, 1972) -

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

Sidney J. Webb, for the Commission staff,

SEINION

Sierra Pacific Power Company seeks authority to execute
and deliver a supplemental indenture, and to issue and sell
$20,000,000 principal amount of bonds pursuant to negotiated
placcment. o L

After due notice, a public hearing in the above- =
entitled matter was held before Examiner Donovan iﬂ?San'Francisco'i
oz October 6, 1972, at the conclusion of-which'the=mattér‘wésf
taken‘under.submission. The Commission has :éceived‘no‘pr§tésts“‘:
in the proceeding. ” ' . AR
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Applicant is a Nevada corporat;on engaged in’ publ;c
wtility electric operations in the State of California, and in |
public utility electrxic, gas and water operations in the State
of Nevada. For the year 1971, the company's repoxted total
operatiny revenues amounted to $44,212, 803 which total includes
$5,473,028 derived from California operations. \ ,

The new issue would be desigrated as First Mortgage
Bonds, 8-1/4% Series due 2002, and would be secured by an
Indenture of Mortgage dated as of December 1, 194O'Ias supple-
mented and modified by thirteen existing supplemental 1ndentures
and 2 proposed Fourteenth Supplemental Indenture. - The bonds
would be subject to provisions restrxctzng redempt;on durzng
the first ten years. :

The utility proposes to place the bonds prxvately
with 18 financial Lngtztutlonsrfrom,whlch it has‘obtaxned
commitments to sell the securities at 100% of the principal
amount plus accrued intexest. The net proceeds,‘other than,.
acerued interest, would be used for repaying a portion of.
applicant's outstanding 1ndebtedness incurred for temporary
financing of its construction program, which 1ndebtedness is
xepresented by promissory notes in favor of banks and coﬁmercialf
paper. The accrued interest would be used for general_cérporate,
ouzposcs. - o i

Sxhibit No, 1-13, received in‘evidenceiat the héarinng‘
shows that as of September 30, 1972, the companyls‘outstandiﬁg
bank loans and commercial paper aggregated.$29,100,000.. The
utility's estimated constructzon progran for the years 1972

and 1973 amounts to $25,711,000 and $35,227 000 reapectzvely,
segregated as follows:
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Electric Department
Gas Departnment
Water Department

Total

1972

$20,511,000
2,563,000
2,637,000

$25,711,000

1973

$29,345,000
2,512,000
3,370,000

$35,227.000

Applicant's capitalization ratios as of June 30 1972,~
and as adjusted to give effect to the p:oposed bond 1ssue, as
summarized from Exhibit No. 1=9 recezved in evxdence at the

hearing, are as follows:

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

Total

June 30,
1972 .

13.8
12.6
30.8

100.0%

Pro.

forma

53.2%
3.4
2.6
0.8

[
-

100. 09

As justification £or seeking exemption ffom‘competitive*
bidding requirements with respect to the sale of said bonds,fthef‘l
application states the following:

"applicant has been informed that the
general trend in long term interest rates:
for the balance of 1972 and into 1973 will
because of this infor-
mation Applicant is convineced that it is in
the best interests of its customers and
itself to place privately the $20,000,000
of a new series of FPirst Moxtgage Bornds.

be on the increase:

To facilitate such private placement

Applicant has heretofore secured commitments
from the following purchasers who have
subscribed for that portion of the $20,000,000,
8=1/4% First Mortgage Bonds due 2002, oet
opposite their names: . . .
(The list of 18 nuxchascrs is omztted from

this 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 guarantceing 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 ¢osts will be reduced by approxi-
mately $178,300.00. These savings 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 evidence at the public hearing
for supporting its request for exemption from competitivg
bidding. |

After consideration of the evidence, and ﬁotihg the
absence of any opposition, we £ind that: ‘

l. The proposed bHond issue is for proper
purpeses. '

2. Applicant has need for external fundsu_
for the purposes set forth in this
proceeding.

The proposed restricted redemption
provisions are reasonable.,
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The proposed Fouiteenth Supplemental
Indenture would riot be adverse to the
public interest.

The issue and sale of the proposed bonds
should not be required to be through
competitive bidding. ' :

The money, property or labor to be
procured or paid for by the issue of

the bonds herein authorized is reason~
ably requirxed for the purposes specified
he:ein, which purposos, excant as othex-
wise 2uthorized £or acsorued interest, are
not, in whole or in part, roascnaoly ‘
chargeable to oparating expenses or to
inconme. '

The major poxtion of applicant's opera~

tions and properties are in the State of
Nevada.

On October 2, 1972, the Public Service

Commiccion ©f Nevada authorized the same

transactions which applicant now seeks -

authority {rom this Commission to consummate.

On the basis of the foregoing f£indings we conclude
that the application should be granted. The action taken horein
is for the purpose of this procceding only, and is not to be
construed as indicative of amounts to be included in proceedzngs
for the determination of just and reasonable rates.

SRRER

IT IS ORDERED that: ,

1. The issue and sale by Sierra Pacific Power
Company of not exceeding $20,000,000 aggregate principal
znount of its First Mortgage Bonds, 8-1/4% Series due
2002 are hereby exempted from the Commission's competitive
bidding rule set forth in Decision No. 336l¢, dated
Janvary 15, 1946, as amended, in Case No. 476l.
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2, Siexra Pacific Power Company may execute and ‘
deliver a Fourteenth Supplemental Indenture in substant;ally
the same form as Exhibit No. 1-3 received in evidence at -
the hearing in this proceedinc. , _ _

3. Sierra Pacific Power Company may issue and sell’
at a price of 100% of their principal amount plus accrued
interest not exceeding $20,000,000 aggregate principal amount
of its First Mortgage Bonds, 8-1/4% Series due 2002. '

4. Sierra Pacific Power Company shall use the net.
proceeds from the sale o0f the bonds herein authorized for the
purposes specified in this proceeding.

5. Within thirty days after selling the bonds herein .
authorized, Sicrra Pacific Power Company shall £ile with the
Commission a statement, in lieu of a repoxt under General
Orxdexr No. 24-B, disclosing the purposes for which the bond
issue proceeds were used. : :

6. This oxder shall become effective whenvsierfay ‘
Pacific Power Company has paid the fee prescribed“by’Section
1904 (») of the Public Utilities Code, which fee is $L6, 000.

Dated at San FrasdiS®  anyifornia, this
2/ aay of " OCTOBER - , 1972. -

Disset

PUELIC UTILITIES COMMISSION
STATE OF CALIFORNIA
A
V9770
UCT 311972

igﬁazyuauﬂ&::

— Commissionmexs. .- ..’




