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:BEFORE TEE ?~LIC UTILITIES COr.n1ISSION OF THE STATE or' CALIFORNIA 

In the Matter of the Applica.tion of 
SIERRA PACIFI C POWER CO~ll);.J."'Y for an 
order authorizing it to enter into 

, 
I , 
~ 

Application 83-12-31 . 
(Filed December 19,. 19&3) 

a Plan of Reorganization. 

-----------------------------) 
o PIN I O:wN --------\-

Sierra Pacific Power Company (Sierra paCifi~I' ~applicant) 
is a Nevada. corporation, whose principal place of busl '. is Reno, 
Nevada. Sierra Pacific is engaged in public utili ty ,~~' «· ... ric 
operations in California a.nd Nevada and in public utility gas and 
ws:ter operations in Nevada. :~~II' 

Sierra Pacific has three wholly owned Nevada coX'poration 
subSidiaries; Lands of Sierra, Inc. (LOS), Sie-rra Energy Company 

• 

(SECO) .. a..''ld Valmy 2 Construction Company (Valmy 2). LOS is engaged 
in real estate developcent; SECO is engaged in e~loration and 
develop:!ent of natural resources; Valmy 2 was formed to finanoe a 
portion of a coal-fired electric generating plant at Valmy, Nevada. 

Reorga.nization Plan ~ 

• 

In this application, Sierra Pacific' seeks approval of s. 
plan of corporate reorganization. Under this plan, Sierra Pacific 
has for:ed 8.P. Merger Company, Inc. (Merger Compa.ny) and Sierra 
Pacific Resources (Resources Company), both Nevada co·rporation~. 
Merger Company will issue all of its shares to the Resources Comp~ny 
becoming the latter's wholly owned subsidiary. Merger c.ompany will 
then be merged into Sierra Pacific, disappearing following this 
merger. Sierra Pe.cif1c shares will then be exchanged, on a one-for
one 'basis, :f'or the shares 0'£ the Resources Company. To eomp,lete the 
reorganization, Sierra Pacific will ftdividend v.p" its holdings. in its 
nonregillated subsidiaries, LOS. SECO t a.nd Valmy 2' ~ to, Resource's 

Company • 
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• 

• At the close of these transactions, Resources 
emerge as tbe parent holding company of Sierra. Pacific, 
and Valmy 2. Individual shareholders in Sierra Pacific 

Company will 
:tOS, SECO, 
will bold 

equal interests in RE'sources Company as they f'ormerly held in Sierra 
Pacific. Sierra Pacific will continue to provide utility services 
and to be regulated by this Commission; however, ,it will have 
divested itself of its direct interests in the three nonregula.ted 

entries. 
Applicant avers tl:.at the principel reason for. the 

reorganization is its desire to respond to the expressions of members 
0: the Nevad.? Legislature 1 that subsidiaries of utili ties have 
their own capitel structures and their own sources of funding.

2 

The application further states that Since applicant and its 
subsidiariee constitute different businesses with dif'ferent operating 
requirements, different risks, different markets, and different 
finencing needs, applicant'S board of' directors concluded that e 

• 

corporate reorganization is desirable to give recognition to these 
circumsta.nces, and that such reorganization will provide a more 
sharply delineated separation between utility end nonutility 

• 

actiVities. Applicant is also motiva.ted by the fact:that finencing 
can be more advantageously a.rranged through a holding company 
corporate structure. 

, During the 198; Nevada Legislative SeSSion, Assembly Bill 617 W2$ 
introduced to addre-ss the requirement that public utilities have 
eepa.rat-ely funded. subsidiaries. The 'bill was not passed. 

2 A Similar application is now pending before 
Service Commission in Docket No. 8;-1226 • 
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• Applicant believes that the proposed reorga.nization 
responds effectively to these concerns and tha.t the net result, is in 
the public interest~ providing protection to the utility's ratepayers 
while at the sa.me time allowing flexi 'bi1i ty in corporate management. 

Applicant alleges tha,t the proposed reorganization will 
follow a pattern utilized by utilities in other parts of' the United 
States. Applicant further alleges that the proposed reorganization 
:plal"l is a well-recognized practical method which will have the 
desired result without causing adverse tax consequences and without 
c.iminishing utility regulatory control by this Commission,or the 
Nevada Public Service ComQission. 
Statutory Authoritz 

Applicant believes that there is no express provision by 
which this Commission is given regulatory authority to approve or 
disapprove a reorganiza:tion such as the.t proposed herein. The 
applic&tion states there is little doubt that Resources Company 
would. by owning all of the stock of applicant, "acquire control 

• either directly or indirectly" of' applica.nt. Applicant asserts, 
however, that the language of Public Utilities (PU) Code § 854-
applies only to control of a "public utility organized and doing 
business in this st~.te. ~~3 While applicant does business in 
California, it claims it is not organized in California. 

• 

3 PU Code § 85', so ~ar as pertinent here, states as follows: 
"~o :pe'!"son or corpora.tion, whether or not 
organized under the laws of this sta.to, shall, 
~.:-te:" the effective da:te of this section, acquire 
or control either directly or indirectly any 
public utility organized and doing bUSiness in 
this state ,,,1 thout first securing authorization 
to do so from the CommiSSion." 
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• Applicant asserts that no other section 0'£ the PU Code 
expressly covers the proposed plan of reorgan1ze't10n, as no new 
issuance o"! stock by applicant is involved (§ 818), nor will 
applicant dispose of or encumber any part of its utility ~roperty CPU 
Code § 851)~ nor will it merge or consolidate its system with another 
public utili"ty. 

~he application states that while applicant questione 
whether the Commission technically has jurisdiction in the pre~i$es, 
it recognizes the Commission's broa,d powers of supervision and it 
\:'ishes to observe the spirit of the Commission's authority; 
accordingly, it seeks an order fro: the Commission authorizing the 
plan of reorganization to the extent the Commission has juri,sdiction. 

Discussion 
We need not address the merits of applicant's legal 

arguments concerning the in8,~pllcabili ty of PU Code §§ 851 ,and 854, 
because we find this me.tter subject to the provisions of PU Code § 

•
818, which states as follows: 

"no public utility may issue stocks and stock 
cer"tifica,tes, or other evidence of interest or 
ownershi~, or bonds, notes, or other evidences of 

", 

• 

indebtedness payable at periods of more than 12 
months after the date thereof unless, in addition 
to the other requirements of law it shall first 
have secured trom the coItlllission an order 
authorizing the issue~ stating the amount thereof 
~~d the purposes to which the issue or the 
proceeds thereof are to be applied, and that, in 
the opinion of the commission, the money, 
property, or labor to be procured or paid for by 
the issue is reasonably required for the purposes 
specified in the order p and that, except as 
otherwise permit~ed 1~,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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• While it may be- true that following the close of this 
series of transactions we will have no direct authority over·the 
pa.rent Resources Comp8ny~ there can be no question tha.t until close 
there is constructively 'but one corpora.te a.ctor here, Sierra· 
Pacific. That ector is :fully subject to our jurisdiction under the 
Public Utilities Act and in two respects the reorganization for which 
it seeks our approval is subject to § 818. The issua.nce of both 
Merger Company and Resources Company shares may be imputed to· be the 
acts of Sierra :P2.cific.. Such issuances are therefo·re subject to our 

Thoug.."l ~.pplicant has raiseod the foreign corporation 
exception in connection with § 854 it is significant to note that we 
have in the past detercinee 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 82-10-3&, we found 
that PU Code § 818 t'.pplied to a debt issuance by Four Co·rners 

•
Pipeline COI:lpany~ a Delaware corporation.. In Four Corners, we 
concluded that regula.tion by this CommiSSion of security issues of 
foreign corporations operating as public utilities within C·alife>rnia 
protects the public interest through prevention of fraudulent acts 
and ensures that issuance costs and interest rates of new security 
issues are reasonable and will result in the lowest possible rates to 
the public :tor the services provided by such utilities. We~ 

the=e!ore, denied Four Corners' motion to dismiss on jurisdictional 

grounds. 
We have reviewed the applieation, the reasons a.dvanced 'for 

the reorga.nization of the uti1i~~ and other supportine data end 
conclude that granting thiS ap:plication would not be a.dverse to the 
public interest. In the circumstances, the application should be 
granted. The=e is no material effect on either the :pecuniary 
interests of the shareholders of Sierra Pacific or the regulatory 
authority of this Commission. We therefore find that the purposes of 

• - ~ -



-the various issuances subject to § 818 are reasonable and that 
issuances will result in neither ca~ital nor ordinary expenses 
chargeable to California ratepnyers. 
Findings o'f Pact 

1. Sierra Paci~ic operates as a public utility electric 
corporation in California. 

these 

2. Sierra Pacific is a corporation organized under the laws of 
the State of Nevada. 

;. Sierra PacifiC has formed two Nevada corporations, S.P .. 
Merger Company and Sierra Paci!ic Resources. These corporations 
will, during "the cours~ of the proposed corporat.e reorganization, 
issue stock. 

4. The acts of Merger COl!'pany and Resources Com~any are the 
constructi ve acts of Sierra Pacific under the pro~osed reorga.niz::-.tion 

plan. 
S. Placing Sierra. Pacific 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 Commission's Daily Calendar. 
7. No protests were received. A public hearing is not 

necessary. 
Conclusions of Law 

1. The issuances of common stock by Resources Company, into 
which outstanding shares of Sierra Pacific common stock will be 
converted for purposes of corporate reorganization, and Merger 
Compa.."lY a.re imputable to Sierra. Pacific for purposes of this 
Commission's jurisdiction under "PU Code § 8·18. 

2. As the approval of this application will not be adverse to 
the public interest, the application shall be granted on an ex parte 

basis. 
' .. 
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• o R D E R .... - - --
IT 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 1984 ,at San. Francisco, California,. 
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V::::C:OR CA:LVO 
::?RISCILLAC. GREW 
DONALD VIAL 
W::::r..LI.AJ."1l' •. BAGLEY· . 

Coz::m1ss!oner::l· . 

Commissioner Leono.rd M. Crirtles,. Jr .. 
beini!nccessarily absent,. did. not 
'Onrtiei'O(Lte • 
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• Applicant believes that the proposec. reorganizB.t10n 
responds effectively to these concerns and that the net result is in 
the public interest p providing protection to the utility's ratepayers 
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 all~ees that the proposec. reorge~iz2tion 
plan is a. well-recognized practical method which w7~e the 
desired result without causing adverse ta.x cons~ences and without 
diminishing utility regulatory control by t ('"ComxtiSSion or the 
Nevaea Public Service Co~ission. 
Statutory Authority 

Applicant believes that ere is no expre~s provision by 
which this C.ol:ltlission is given gulatory authority to approve or 
disapprove e reorganization s ch as that proposed herein. The 
ap:plication states there i little doubt that Resources Company 

•
wOUld, by owning all of Ie stock of applicant, "acquire· control 
either directly or indi/.f'ectly" of appli.cant. Applicant asserts, 
however, that the 18 age of Public Utilities (PU) Code S. 854 
applies only to con rol of a npublic utility organized and doing 
business in this ate.") 1Vhile applicant does business in 
Californi;/it1\i co not organized in California. 

. . ~ . 

• 

" 

/ 
:; PU Code § 854, so far as pertinent here, states e.s follows: 

'" 

"No person or corporation, whether or not 
organized under the laws of this ste,te, shall, 
after the effective date of this section, acquire 
or control either directly or indirectly any 
~ublic utility organized and doing business in 
this state without first securing authorization 
to do so from the Commission." 
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