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Deei~ion __ ..;.S_7~1;;.;;;1~O;...4.;:.;:l.;;;;....._ 

BEFORE THE PUBLIC UTILItIES CO~~ISSION OF THE STATE OF CALIFORN!A 

In t.he M4t.t.er of t.he Applicat.ion of ) 
SIERRA PACIFIC POWER COMPANY for an ) 
Order Aut.horizing it t.o borrow from ) 
Wa~hoe CouX'J.t.y. Nevada" fund~ not. t.o ) 
exceed $20.000,000. anQ t.o ent.er int.o ) 
a Financing Agreement. and relat.ed ) 
agreement.~. under which Wa~hoe County ) 
will i~~ue Variable Rat.e Demand Ga~ ) 
Facilit.ie~ Revenue Bond~. (Sierra ) 
PacifiC Power Company Projec~) Serie~ ) 
1987. (00-903E» 

---------------------------> 
.Q.E'l.Hl.Q.H 

Summary of Deei~ion 

Application 87-09-041 
(Filed Sept.ember 29. 1987) 

Thi~ deci~ion gran~~ Sierra Pacific Power Com~any 

(Sierra ~acific) t.he aut.hority reque~ted in t.he app1icat.ion. 

• :ierra Pacific reque~~~ aut.horit.y under Public Utilitie~ 

(PU) Code Section~ 81&-8.18 and 851-854 for the following: 

," 

1. to enter into a Financing Agreement wit.h 
Wa~boe County, Nevada (Wa~hoe)" under 
which Sierra Pacific will borrow fund~ 
from Wa~boe t.o finance Sierra Pacific'~ 
ga~ con~truction program propo~ed during 
1988', 1989 and 1990; . 

2. To exeeut~ any and all related document~ 
and to take all action required for com­
pletion of the propo~ed financing; and 

3. To u~e the proceed~ t.o· reimbur~e Sierra 
Pacific·"s t.rea~ury for financing t.he 
con~truction and equipping of certain. ga$. 
facilitie~ in Wa~hoe County. Nevada, 
under Wa~hoe'$ Economic Development 
Revenue Bond Law. 

Not.ice of t.he filing of t.he application appeared on the 

Commi~$ion'$ Daily Calendar of Oot.ober 2. 1981. No- prot.e~t.$ have 

• been received: 
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Sierr~ P~cific. ~ Nevad~ corpor~tion. provide~ electric 

utili ty ~ervice in California and elect:C'ic. ga~ and water service 

in Nevada. 

For calendar year 1986. Sierra Pacific reported it gen­

erated $3S9~783.650 in total operating revenues and net income of 

$43,566.232. Sierra Pacific reported that it derived $42,.092,.OSS,. 

or lL4%. of :l.t~ operating revenue~from California ope'ratioXls ... .1n·7····--_· 

calendar year 1986. For t.he 12 months endedJ'l,lly 31, 1981. Sierra 

Pacific repOrts in Exhibit 1 attached to the application that it 

generated total operating revenues of $369.132.296 and net income 

of $45.197.602. 

Exhibit 2, attached to the application, presents. Sierra 

PaCific'S Condensed Balance Sheet a~ of July 31, 19~7 summarized 

a~ follows: 

Net Utility Plant 
Current Assets 
Deferred Debits 

Total 

Liabiliti~~ and E9ui~y 

Common Eql,lit.y 
Preferred Stock 
Long-Term Debt. 
Current Liabilities 
Def erred Credits' 

-2-

$891 •. ~91,61~ 
69,976.953 

...-43 . 318 .. 833 

$985.1S7,.414 

$313,277,125 
2'3,115.000 

. 372.1S1.33S 
.77.,. SSS. 035 
199.0S7·91~ 

$9850.187,414 

.. _", 
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~tP~=~d_Con:tru~ion 

Sierra Pacific e~t.imb.t.e~ in it.::I applicat.ion t.hat. t.he gb.::I 

con~t.ruction buaget.~ for the year~ 1989 t.hrough 1990 are a~ 

follow~: 

~ 

1988 
1989 
1990 

Tot.al 

AmQunt. 

$ 7,. SOO • 000 
S.,OOO ~OOO 
6,SOO,OQO 

$20., 000 ~ 000 

Sierra Pacific'::I ca~ital rat.io~. a~ of July 31. 1987 are 

~hown below a~ recorded ana ~$ adju~ted to give pro forma effect 

• to the tran~action$ that follow: 

• 

Long-Term. Debt 
Short.-Term Debt. 

Preferred Stock 
Common Stock 

Tot-al Debt 

Total 

"iuly ~l, 1981 

50.6% 
~ 

54 .• 2 

3.2 
42·R 

100.0% 

The effect of the ::i>ro~$ed $20,.000 ,,000 i~$ue on Sierra 

Pb.c1fic·~ capit.alization will occur a:5 con:struction expenditure:s 

are drawn again~t a trust. into which initially the tou~l proeeed~ 
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will be helQ and fully arbitraged 1/. ·Thu~. the full impaot of 

the $20.000~000 will not oocur until the end o£ the 3-year 

con~truotion program. 

yariahle Demand Ga~ FaeilUie: B~iyenue Bond=, Ser;i~~ 1987 

The £und~ tOo be borrowed by Sierra Pacific from Washoe 

will be derived from the issuance and sale Qf Wa~hoe~s bonds 

desoribed a~ Variable Rate Demand Ga:s Faeilities RevenUe!. Bond.:~ 

(Bond~) (Sierra Pacific Power Corllpany PrOoject), S¢rie~ 198.1. 

~~thod of tinaneing 

Sierra Pacific will repay the fund$ borrowed: from 

Washoe by depOsiting with a T'rustee~ from time to t.ime~ : amount.s 

equal tOo those required by Wa~hoe to pay Washoo·s Qblig~t1ons 

according to the terms of the Bonds as discussed ab¢ve. The 

pa)l'ment~ to. be made by Sierra PacifiC may be proVided by an 

irrevocable let.ter of credit is~ued by a qualified bank chOosen by 

Sierra Pacific. 

De~eription of BoD~ 

The Bond:s t.Oo ~~ issued by Washoe CQunty are variable 

interest.. rate Bond:5- which allow for pricing in daily, 7-day and 
. I 

various other shor'!t.-term period$. They al~Oo allow for a%ll%lual and 

Oother long term~ a'l;. fixed rates. and are long-term (30 yetl.r) 

~/ By the term~ it. is meant that the balance in the trust at any. 
eiven time until exh~~usted will be invested' .at. a yield equal 
to. the effeetive rate on the bonds plu~ the letter Qf credit 
fee. Thus. .all costs o:f the unexpend.ed. fund~ (bal~ee in the 
trust) are paid for by earnin~~ on the funds.. 
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in~trument~ but carry a ~hort-te~ intere~t rato beeau~e they 

have a bondholder "put" option (~.g •• daily or weekly). Onder 

the "put" oPtion. a bondholder may require purcha~e~ of hi~ Bond~ 

by "putting" or tendering the Bond~ for purchase on any specified 

date by giving notice to the Trustee a~ provided. The bondholder 

receive~ 100% of the prinCipal amoun~ of the Bond plus accrued 

interest. Because the rate of the note is re~t based on the 

short-term. "x-exempt mark~t. any note~ "put" back can be re-

marketed at par. The Bonds offer the potential of lon~er-term 

financing at fairly short-t~rm rates. 

These Bonds may also be priced at longer terms. such ~ 

annually. 10. 20 or 30 years. In the ease of 10. 20 or 30 Years. 

the Bond~ would act as long-term in~trument~ and not be allowed 

to be "put" back to the Remarketing Agent, except at tbe end of 

such period. The Bonds de~cribed are intended to ~ive Sierra 
I 

PacifiC the maximum financing flexibility; to price in either the 

long or short-term market and obtain the lowest cost of debt for 

the ratepayer. 
, 

The application s.tates that th~ intention of Sierra 

Pacific is to provide~ as. security for the Bond~r. a letter of 

credit from a qualified bank. Sierra Pacific 1~ currently neg~ 

tiating to ~eCure a letter of credit which will have a period of 

time los.s than the life of the und~rlYin~ Bond. At the expira­

t.ion of t.he let.ter of credit.. if Sierra Paeitic intends to- con-

• t.inue ~ecuring the Bond~ with a let.t.er of cr~dit. the letter of 

-5-



• 
A.87-09-041 EC/KLH 

credi~ will be extended ~o replaced with another letter of 

credit, thu~ making it po~~ible to offer the Bond~ at a compar­

able rating. If Bonds are "put" on :shor~ notice .. the letter of 

credit provides liquidity. The letter of credit als~ provides 

high-grade ~ecurity which is required by tax-exemp~ money market 

funds. the principal bUYers of ~hort-termt tax-exempt.securitie.s. 

Monthly payments of interest or principal are to be funded 

through a drawdown of the letter of credit. Sierra Pacific. 

under the reimbursement agreement with the bank. Will simulta-

neously repay the bank. and the f~ll amount of the letter of 

credit will be reins~ated. 

• B$:m"rM:ted B2nd.s 

• 

The Bonds will be remarketed by ~Ldder. Peabody & 

Company Incorporated which will be appointed as. the Remarketi.ng 

Agent. The Remarketin& }~ent will also ae~ a$ the Indexing Agent 

and wi.ll price the Bonds-to market. The Rel:uarketing Agent and/or 

IndeXing Agent can be replaced at SierraPacifie's disere~ion .. 

Sierra Paeifie believ'e.s and alleges that the afforemen­

tioned method of financing can be benefiCial ~o its ratepayers 
, 

and investors because the intere5t rate savings on the Bonds can 

be SUbstantial. Under current m~:l.l:'ket conditions.. a eomparable 

bond would carry an interest rat~:~ of 5. 75% while a conventional 

long-term tax exempt bond would" carry an i:ctere: .. t. rate of at 

least 9.00X. or more. by compar1~on • 

-6-
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The ne~ proceed~ from ~he ~ale of the Bond~ will be 

u~ed~o reimbur~e Sierra Pacific'~ ~rea~ury for fund~ u~ed to 

con~t.ruct. and equip certain ga~ facilitie~ in Wa~hoe County, 

Nevada. 

The Commi~~ion Advi~ory and Compliance Divi~ion (CACD) 

formerly ~he Evalua~ion and" Compliance Di vizion ha~ revi"ewed ~he 

applica~ion and find~ that the proceed:5 from ~he Bond~ are necez­

~ary for t.he con~truetion of the ga~ faeilitie~. However, Sierra 

Pacific i~ placed on notice, by t.hi~ deci~ion, that. the Commi~~ion 

doe.5 not. find that Sierra Pacific':5 con:5t.ruction program i.5 nece:5-

~arY or rea:sonable for ratemaking purpose~.. The~e are i~"~ue~ 

normally t.e:sted in general rate or rate 'ba:se off:se:t proOeedings. 

Fipd;\,ng~ 01 F"et 

1. Sierra Pacific. a Nevada corpora~ion, o~era~e:s a~ a:o. 
! 

electric public utility ::subject to the juri::sdicti~'n of thi:5 

Comrni~~ion. 

, 

2. Sierra Pacific ha~ need for external fund~ for ~he 

purpo~e:s ~et fort.h in the applicat.:i.on. 

3. The proposed financing program; as ou~ll.ned in t.he 

applica~ion. i:> for proper pUrp¢5e~and i~ not-ad';;'er::se to the 

public intere~t. 

4. The money.. pr~perty or labor to be obtained, or paid . 
for. by the propo~ed borrowing fro~Wa$hoe, i~ rea~onably 

i 
required for 'the purpo:se:s :specified in the application., 
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5. The Commi$$ion doe$ no~, by this deci$ion, determine 

that Sierra Pacific'$- con$truction budgets are neceS$ary or 

rea$-onable for ratemaking purpeses. These are i$sues ne~ally 

tested in general rate or rate ba$e offze~ proceedings. 

S. There is nO' known opposition and nO' reason ~o. delay the 

au~herity re~uested.. 

Cpnely~iQn~ of L~ 

1. A publie hearing is net nece$sary. 

2. The applicatien sheuld be granted't9 the extent set 

ferth in the erder which fellews r 

The preposed Financing Agreement and related agreement~ 

• are fer lawful purposes and the money. property O'r labor to' be 

O'btained by them i$ re~uired fer these purposes. Proceed~ frem 

thi~ indebtedness may net be charged to. O'perating eXPen~es O'r 

• 

1nceme. 

The fellowing erder ~hould be effective en the date O'f 

signatUre and payment ef the fee set by PO Code Section 1904(b) 

and 1904.2 to' enable Sierra Pacific to. proceed with 1t$ financ-

ings expeditiously. 

QEllEE 

IT IS ORDEF~D that: 

1. Sierra Pacific Power Company (Sierra Pacifie) may enter 

intO' a Financing Agreement and related agreement~ a~ described in 

the application. under which Sierra Pacific will berrow from 

Washoe County funds derived frO'm the issuance and $Ale O'f WaShoe 
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Coun~y'~ Variable Ra~e Demand Ga~ Facili~ie= Revenue Bond~ (Bond~) 

(Sierra Pacific Power Company Pro·ject) I Serie~ 19S7 ~ for the 

aggregate principal amount of u~ to $20.000.000. 

2. Sierra Pacific may do all thing~ nece~~ary to carry out 

the Financing Agreement and related agreement~. 

3. Sierra Pacific shall use the net proeeed~ from the 

Fin~cing Agreement and related agreement~ for the purpo~e~ re­

ferred to in the application. 

4. Wi thin 30 day~ after execution of' th~~ Financi~ Agree­

ment and related agreement~~ Sierra Pacific ~hall provide the 

Commi~sion with three copies of each. 

5. Sie,rra Pacific shall :tile the reports reQ,uired by 
! 

General Order. Series 24. 

S. The application is granted asset forth above . 
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The authority gr~nted herein ~h~ll become effective when 

Sierra Pacific pay= $3.280, the fee ~et by Public Utilitie~ Code 

S:ectionz. 1904(b) and 1904.2. Ir. ~ll other re~pect~, thi~ order iz. 

effect.ive today • 
. NOV 251987 Dat.ed _______ " at San Franei~co" California. 

I 
.1 
\ By 

STANlEY w. HULE'IT 
President 

DONALD 'VIAL 
FREDERICK R. DODA. 
C. MltTCHELL WILK 
JOHN B. OHA.\rIAN 

CommissiOlleIS 
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Sierra P~cific. ~ Nev~d~ corpor~'t.iorl. 

u~ili~y ~ervice in C~lifornia and elec~ric. g~~ 

in N~vb.da. 

For c~lendar year 1980, Sierra Pacific 

~ervice 

er~ted $369.783.650 in ~otal operat1~g revenu and net income of 

$43.566,232. Sierra Pacific reported tha~ derived $42.092.065. 

or 11.4%. of ite revenue~ from California operation~ in calendar 

year 1980" For the 12 months enaed Ju 3:1. 1987, Sierra Paeifie 

report~ in Exhibit 1 attached to the p~lieation that it generated 

total operating revenu~~ of $369,1 and net income of 

$45.197,602 • 

Exhibi~ Z, ~~~~cbea 

Pacific':!! Condensed 

as follows: 

Net Utility 
Current. ~s 
Deferred D 

Total 

Total 

-2-

of July 3'1 .. 1981 summarized 

Amount 

$891,891,618 
69.976.963-
23. :$18. 833 

$9a.~.187.414 

$313.277.125 
23-.115.000 

372" .16,1,336 
77,566,03$ 

.1.99.Q67,~18 

$985..187.414 
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The net. p:~oceed:s from t.he ~ale of t.he 

used t.o reimburse Sierra Pacific's t.reasury for 

con~t.ruct. and e~uip certain ga~ faci11t1e~ in W 

Nevada. 

The Commis~ion~~ Evaluation and Divi:tion has 

reviewed the applic.~tion and finds that proceeds from the 

Bond~ are necessary for the gas fac.1l1t1es.. 

Bowever~ Sierra Pacific is placed 0 notice_, by this deeis.ion, 

that the Commission does not. fin that Sierra Paeifie~s. eonstruc-

tion program is necessary or r sonable for ratemaking pu.rposes .• 

~1It These are issu.es normally t.e ed' in general rate or rate 'base 

• 

offset l>roeeed1ng.s~ 

Finding~ of Fa~ 

l. c. a Nevada corporation. operates a~ ~ 

e,lectric pu.blie util ty subject to the jurisdiction of this 

Commission, 

2. 

3-. 

acific has need for external fund~ for t.he 

h in the application. 
, 

proposed financing program. a~ outlined in t.he 

appl1cat10' , is. for proper purposes. and' i$ not. adVerse to. the 

for, 

The money~ property or labor to be obtained. or paid 

y the proposed borrowing from Washoe. is reasonably 

for the purpose~ ~pecitied in the application. 
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