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BEFORE TEE PURLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

In the Maetter of the Application of
SIERRA PACIFIC POWER COMPANY for an

order authorizing it to enter into
e Plan of Reorganization.

Application 83-12-71
(leed December 10 1983‘
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Sierra Pacific Power Company (Slerra Pacific

is 2 Nevade corporation, whose principal place of busi s i¢ Reno,
Nevade. Sierra Pecific is engaged in pubdblic utilizty el rie
operetions in Calmfornza and Nevada and in pudblic utilzty gas and

water operations in Nevada. E

Sierra Pacific has three wholly owned NYevoda corporation
subsidieries; Lands of Sierra, Inc. (10S), Sierra Energy Compary

$5C0), and Valmy 2 Construction Company (Velmy 2). LOS is engaged
.in regl estate developzent; SECO is engaged in expi"oration and

development of natural resources; Valmy 2 was fermed to flnsnce 2
portion of g coal-fired electric generating plant g% Valmy, Nevade.
Reorganization Plen

In this epplication, Sierra Pacific see?s approval of a
plan of corporate reorgenization. Under this plan, Sierre Pacific
hes formed S.P. Merger Compeny, Inc. (Merger Company) and Sierre
Pacific Resources (Resources Company), both Nevada corporétions.
Merger Company will issue a2ll of its shares to the Resources Compeny
becoming the latter's wholly owned subsidisry. Merger Compeny will .
then be merged into Sierra Pacific, disappearing following this
merger. Sierra Pacific shares will then be exchanged, on & one-for-
one basis, for the shares of the Resources Company. To-complete the
reorganization, Sierra Pacific will "dividend uvp" its holdings in zts
nonregulated subsidiaries, 10S, SECO, and Valmy 2, to.Resources
Conpany.
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. A% the close of these transactions, Resources Company will
emerge as the parent holding company of Sierra Pecifie, LOS, SECO,
and Valmy 2. Individuel shareholders in Sierra Pacific will hold
equal interests in Resources Compary &s they formerly held in Sierrsa
Pacific. Sierrs Pacific will continue to provide utility services
and 4o be regulated by this Commission; however, it will have
divested itself of its direct interests in the three nonregulated
entries.

Applicent avers that the principel reason for the
reorganization is its desire to regpond to the expréssions of members
0f the Nevada Legisla‘t:ure1 thet subsidiaries of utilities have
their own cepital structures and their own sources of funding.2
The application further states that since applicant and its
subsidiaries constitute different businesses with different operating
requirements, different risks, different markets, and different

' finencing needs, applicant's board of directors concluded that &
corporate reorganization is desiradle to give recognition to these

.circumstances, and that such reorgarization will provide a more
sharply delineated seperation between utility and nonufility
activities. Applicant is also motivated by the fact that finencing
cen be more adventageously arranged through e holding company
corporate structure.

A A
T R inE :

2

1 During the 1983 Nevada Legislative Session, Assembly Bill 617 was
{ntroduced to eddress the requirement that public utilities have
separately funded subsidiaries. The bill was not passed.

2 ) similer application is now pending before the Nevada Public
Service Commission in Docket No. 83-1 26.
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Applicant believes that the proposed reorganization
responds effectively to these concerns and that the net result is in
the pudlic interest, providing protection to the utility's ratepayers
while 2%t the same time allowing flexidility in corporate mansgement.

Applicant alleges that the proposed reorganization will.
follow a pattern utilized dy wtilities in other parts of +the United:
States. Applicant further alleges that the proposed reorganization
plan is 2 well-recognized practical method which will have the
degired result without causing adverse tax consequences and Without‘
diminishing utility regulatory control by this Commission or the
Nevada Pudblic Service Commission.

tatutory Authority

Applicant believes that there ic no express provision by
wkich this Commission is given regulatory authority %o approve or
disapprove a reorganization such as that'proposed herein. The
application states there is little doudt that Resources Company
would, by owning all of the ztock of applicent, "acquire control
either directly or indirecetly"” of applicant. Applicanf‘asserts,
however, that the language of Public Utilities (PU) Code § 854
applies only %o control of =2 "public utility organized and doing
business in this state."2 While applicant does business in
California, it claims it is not organized in California.

> PU Code § 854, so far as pertinent here, states as follows:

"No person or corporation, whether or not
organized under the laws of thiz state, shall,
af%er the effective date of this section, acquire
or control either directly or indirectly any
public utility organized and doing business in
this state without first securing authorization
%0 do 50 from the Commission.”
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Applicant asserts that no other section of the ?ﬁ Code
expressly covers the proposed plan of reorganizetion, &as no new
issuance of stock by epplicent is involved (§ 818), nor will
applicant dispose of or encumber any pard of its utility property (PU

Code § 851), nor will it merge or consolidate its system with another
public utility. ‘ |

The application states that while applicant questions
whether the Commission technically has Jurisdietion ih the prenmises,
it recognizes the Commission's broad powers of supervision and it
wishes 10 observe the spirit of the Commission’s authority;
accordingly, it seeks an order fror the Commission authorizing the
plan of reorganization to the extent the Commission has jtr;sdictibn.
Discussien B S

We need not address the merits of applicantfs'legél
arguments concerning the inspplicability of PU Code §§ 851,énd 854,
because we find this metter subject to the provisions of PU Code §
818, which states as follows: ' |

"No public utility may issue stocks and stock
certificetes, or other evidence of interest or
ownership, or bonds, notes, or other evidences of
indebtedness payabdble at periods of more than 12
ponths after the date thereof unless, in additien
o the other reguirements of law it shall first
have secured from the commission an order
authorizing the issue, stating the amount thereof
and the purposes to which the issue or the
proceeds thereof are to be applied, and that, in
the opinion of the commission, the morey,
property, or labor %o be procured or paid for dy
the igsue is reesonably required for the purposes
specified in the order, and that, except as
otherwise permitted in the order in the case of
bonds, notes, or other evidences of indebtedness,
such purposes are not, in whole or in part
reasonably chargeable to operating expenses or to
income."” ‘
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. Waile it mzy be true that following the close of this
series of transactions we will have no direct authority over the
parent Resources Company, there can be no question that until close
there is constructively dbut one corporate actor here, Sierra.
Pacific. Thet zetor is fully subject 4o our jurisdiction‘under-the
Public TUtilities Act and in two respects the reorganizatioh for which
it seeks our approval is subject to § 818. The issuance of both
Merger Company and Resources Company shares nay be imputed to be the
2¢cts of Sierra Pacific. Such issuances are therefore subject to our
approvel. |
Though epplicant has raised the foreign corporation§

exception in connection with § 854 it is significant to note that we
neve in the past deterxmined that PU Code § 818 applies to |
corporations not organized under the laws of this State. In Decision
82—12-040 issued December 1, 1982 in Application 82-10-38, we found
that PU Code § 818 applied to a debt issuance by Four Corners |
. ipeline Company, a Delaware corperation. In Four Corners, we

coneluded that reguletion by this Commission of security issues of
foreign corporations operating as public utilities within Californis
protects the pudblic interest through prevention of fraudulent acts
and ensures that issuance costs and interest rates of new security
issues are reasonadble and will result in the lowest possidle rates o
the public for the services provided by such utilities.‘ we,
therefore, denied Pour Corners' motion to dismiss on jurisdictional

grounds.

We have reviewed the zpplication, the reasons advanced for
+he reorgenization of the utility and other supporting data end
conclude that granting this application would not be adverse to the
public interest. In the circumstances, the application should be
granted. There is no material effect on either the pecurniary
interests of the shareholders of Sierre Pacific or the regulatory
authority of this Commission. We therefore find that the purposes of
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the various issuances subject to § 818 are reasoneble and that these
{ssuances will result in neither capital nor ordinary expenses
chargeable to Californiz ratepayers.

Pindings of Pact

1. Sierre Pacific operates as a public utility electric
corporation in California.

2. Sierre Pecific is 2 corporation organized under the laws of
the State of Nevada. ' \

3. Sierra Pacific has formed two Nevada corporations, S.P.
Merger Company and Sierrs Pacific Resources. These corporations
will, during the course of the proposed corporate reorganization,
issue stock.

4. The aets of Merger Company and Resources Company are the
constructive acts of Sierra Pacific under the proposed reorganization
plan.

5. Plecing Sierrs Pecific under the control of a parent would
.not be adverse to the public interest

6. Stockholders of Sierra Pacific were notified of the
proposed reorganization and notice of the filing of this application
appeared on the Comeission's Daily Calendar.

Te Yo protests were received. A pudblic hearing is not
necessary.

Conclusions of Law

1. The issusances of common stock by Resources Compeny, inte
which outstarnding sheres of Sierra Pacific common stock will be
converted for purposes of corporate reorganization, ané Merger
Company are imputable to Sierra Pacific for purposes of this
Commission's Jjurisdiction under "PU Code § 818.

2. As the approval of this application will not be adverse to
the pubdblic interest, the application shall be granted on an ex parie
basis.
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. ORDER

I7 IS ORDERED that in accordance with the above findings
and conclusions Application 83-12-31 is granted.

This order becomes effective 30 days from today.

Dated MAR 7 1384 , at San Prancisco, California.

VICTOR CALVO
PRISCILIA C. GREW
DONALD VIAL
SLLIAM T. BAGLEY .
'~ Commissioners

Commissioner Leonard M.’ Crimes, Jt,
beinz pecessarily absent, did not .
participate. o
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® |

Applicant believes that the proposed reorganization
responds effectively to these concerns and thet the net result is in
the public interest, providing protection to the utility'élratepayers
while at the same time allowing flexibility in corporate management.

Applicent alleges that the proposed reorganization will
follow a pattern utilized by utilities in other parts of the United
States. Applicant further alleges that the proposed reorgenizetion
plan is & well-recognized practicel method which wil HQ;e the
desired result without causing sdverse tax consegquences and without
diminishing utility regulatory conirol by this Commission or the
Fevads Public Service Commission. | |
Statutory Authority

Applicant believes that there is no express provision by
which this Commission is given pegulatory authority to approve or
disepprove @ Treorganization sfch as that proposed herein. The
application stetes there ig/little doudt that Resources Company

.woulc‘., by owning all of /e stock of applicant, "acquirel control

either directly or indifectly" of applicant. Applieant asserts,
nowever, that the landuage of Pudlic Utilities (PU) Code § 854
applies only to confrol of a "public wtility organized and doing
business in this gte."? While applicanf does business in
Celifornig it,ig/not orgenized in Celifornia.

o

/ ‘
3 PU Code § 854, so far as pertinent here, states es follows:

"No person or corporation, whether or not
organized under the lews of this stete, shall,
after the effective date of this section, acquire
or control either directly or indirectly any
public utility organized and doing business in
*his state without first securing authorization
<0 do so from the Commission.™
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