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Decision No. S 17 1.8 APR 2 9 ~8a rrl1 !W n trn IT G.rr " H 
:BEFORE TEE PUBLIC UTnITIES COMrJ.lSSION OF 'mE s~~~~ 

In the matter of. the Ap~lieatio~ 0: 
SIERRA PACIFIC POWER COMPANY for a.: 
ord.er author:'zing it to issue a:c.d 
sell pursuant to negotiated private 
placement 600,000 shares of Preferred 
Stock, S50 "Par value per share; and.., 
for an oreer authorizinE it to issue 
additional sno~-ter.c notes. 

OPINION 
.-..- ......... ~-- ..... 

A:?:?lication No.. ;~98 
(Filed Harch 5, 198O) 

Sierra Pacific Power Co~any (Sierra Pacific) requests 
authority, purSUa:lt to Sections 816 through 818 a:c.d 823(<:) of the 
Public Utilities Code, (1) to issue ~d sell, p~s~t to negotiated 
?:-ivate placement, 600,000 shares of Pre!e:-red Stock; S50 pa: value 
and (2) to issue a.:ld. sell addition~l sho~-te::':l notes i:. a:l agg=egate 
principal amo~t of not exceedin~ 57;,000,000 at anyone time 
outstand~g includi:g that authorized by Section 823(c) of the Public 
Utilities Code a:c.d prior Co~ission authorizations. Notice of the 
filing of the Application appeared on the Comoission's Daily Calendar 
of March?, 1980. 

Sierra Pacific is a Nevada corporat;on e:gaged. i:. providine 
public utility electric service. in Cali!o=nia and electric, gas and 
water services in Nevada. For the twelve months ended Dececber 31, 
1979, Sierra. Pacific reported total ope:-ating revenues or $178,326,000 
of which $22,556,000 or approximately l2.6;% were derived trom 
California electric operations .. During this pe:-io~the utility 
reported net income o£ $21 ,681 ,000 as shown ill Appendix :s attached 
to the Application. 

Sierra :Pacific seeks authority, pursuant to Section 82;(c) 
, 

of the Public Utilities Code, to increase its short-term. borrowing 
limit from $45.,000,000 to an aggregate a:nount not exeeedillg 
$75,000,000. Und.er Decision No. 77716, dated September 15., 1970., 
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in Application No. 52126, extended by Decision No. 85;61, dated 
Janua:ry 20, 1976, in Application No. 56150 and increased by Decision 
No. 89261, dated August 22, 1978, in Application No ... 58189., the 
utility nas prior authorization to exceed the limit ot Section 823(c) 
'by 3ll a:nOWlt not exceeding the aggregate amount o! $405,000,000. '.This 
authorization remains in effect through August 8, 1983. Eyletter 
dated April" 1980, Applicant's attorney requested the new 
authorization to be effective through August 8, 1983. The S75,000,000 
a~~regate principal ~ount of the proposed short-term 'borrowing exceeds 
the limitation of Section 82;(c) bj $6l,150,000, a portion o! which 
excess, namely S~5,OOO,OOO, has been previously authorized by the 
decisions cited herein. Additio~al authority would amount to 
S16,15O,000 as shown in the ~a-~ which follows and would 'be 

effective until August 8, 198; • 

Desc!"i"OtiO:l 
Common Stock 

(9,558,804 Shares at $,.75 Par Value) 

?re!erred Stock 
(780,500 Shares at 550 Par Value) 

First Mortgage Bonds 
':Cotal 

5% o! Total 
Aggregate .Amount of Short-Term Financing 

Rec.uested . 
~~ Allowed by PUC Code Section 823(c) 

S 35,846.,000 

39,025,000 

202,122 7°00 
$276, 993 ~ 000 

S 13 .. 850,000 

.:> ?5,000,OOO 

S 17,850,000 

Amount Authorized by Decision No. 89261, 
dated August 22, 1978 45,000,000 

Subtotal S 58,850,000 
Additional Authority Needed 167120,000 

Total Short-~er.m Financing Requested S 75,000,000 
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AS of ,December ;1, 1979, Sierra Pacific had outstandi~g 
ba:ck loa:o.s and coltll:lercial paper aggregating S25,500,000. On 

February 29, 1980, the outsta:o.dixlg amount agg::-egated S;6,500,OOO. 
Since, the proceeds from the issue and sale of Preferred Stock 
through authority requested in this Application will not 'be available 
tc the utility u:c.til the latter pa.-t of August 1980, the utility 
anticipates its need for short-term. fi:lancing will amount to 
S75,OOO,000 in the aggregate at the ti:me the Preferred. Stock sale 
is consu::l:Ilated. 

Sierra Pacific proposes to issue and sell 600,000 shares ot 
its Preferred Stock having a $50 par or stated value through negotiat~d 
private placement to provide proceeds of S;O,ooo,ooo. ~he utility has 
engaged the services o! Salomon Brothers as agent tor suChplacement. 
Eased on market conditions at the time of filing the Application, the 
utility estimates that the negotiated dividend rate will tall i:l the 
r~ge of 12 to 12.75%. 

The utility contemplates that the Preferred Stock will be 
issued in two blocks. One block, consisti:lg of 400,000 sna:cs, will 
be a 25-year issue. ~he rre!erred Stock will not be callable at the 
option of the co~any before 10 yea.-s have elapsed but will 'be 
redeemable at the rate or 20,000 shares annually on a pro rata basis 
between 1986 and 2005, produci:lg an average life of 15-1/2 years. It 
is possible that there will be a provision gi~g the company the 
option to increase the rede~tion rate to 40,000 shares annually on 
a pro rata basis begiJ:m.ing in 1986, producing an average life of 
10-1/2 years. 

The othe::- block, consisting of 200,000 shares, will be a 
10-year issue. This block of Preferred Stock will not be callable 
at the option of the company be:£'ore ; years have elapsed, but 'Will 
be redeemable at the rate 0:£'40,000 Shares ~ually on a pro rata 
basis 'between 1986 and. 1990, produci:l.g an average lire or 8 years • 
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It is possible that there will be a provision giving the eompanj the 
option to increase the redemption rate to 80,000 shares annually on 
a pro rata. 'basis 'beg;:c:c;ng in 1986, producing an average lite ot 
6 yea:r:s and 10 months. 

The application states that the comp~ has consulted 
numerous investment bankers and is convince~ that a private placement 
ot Preferred Stock at this time is in the best interests or the 
cOm?3Z)J and its ratepayers and would be preferable to a public 
o!!eri:g. The comp~ gives tour reasons tor this conclusion: 

1. The investment b~ers consulted by Sierra ?aci:ic have 
expressed their belie! that a private place=ent will 
produce a lower interest rate, with a sa~.ng 01' at least 
25 basis points ~d possibly as many as 50 basis points. 

2. A priVate placement will eost substantially less to 
accomplish, consisting 01' little more t~ the agent's 
fee and avoicing all costs assoeiated with ~ SEC !i1~g 
~ ~, . " . • or a pu~_~e o •• er~g. 

;. The~e is a danger that a public o!!ering would not tind 
a market, based upon the di!rieul~ that other comp~ies 
are experiencing even with issues ca=~ying an interest 
rate 01' 1,% or more. 

4. The issuance or Preferred Stock meets the utilityfs 
long-range goal of a eapital structure eo:sisting 
of 50";6 debt, lo-~ P:reterred., a:ld I.JJ)% Co:con Stock. 

Sierra Pacific proposes to use the proeeeds trom the sale 
of the Preferred StoCk to re~burse its tre&sury tor unreimbursed 
capi tal ex;>endi tures to tinan.ee, in part , its construction program in 
progress tor 1980 and to repay a po:-tion of its short-ter.:n !ina:cing • 
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The utility estimates that the gross expenditures required 
for its construction program durin~ Calendar Years 1980 a.:c.d. 1981 
will approximate 5184,600,000. 
construction is as follows: 

1~80 1281 Total 
Electric Depa.-tment S86,2OO,000 $67,900,000 $l54,loo,ooo 
Gas Depa..""'tmen t 2,200,000 2,loo,000 4.,300,000 
Water Depa.-tment 6,100,000 6,400,000 12,500,000 
Co:cmO!l Plant 2:1200:000 11 .. 000 .. 000 1:2 .. 2oo :z ooo 

Total S~2 .. 200:000 582 .. 400:: 000 5184 .. 600:000 

The sta!! or the Cot!l:lission f s Revenue ~equirements Division 
has reviewed Sierra Pacific's 1980 ~~ 1981 construction program and 
believes that the esti:ated construction expenditures are reasonable 
and has no objection to the proposed. short-tee tinanci:.g a:.d security 
issue specified in the Application. The Division rese~/es the rig.~t, 
however, to reconsider the reasonableness of any construction 
expenditures in future rate proceedings. 

Sierra Pacific's capital ratios as of Dece:ber ;1, 1979, 
~d as aejusted tor the effect of (a) the ~roposed issue of an . 
additional S16.,15Q,000 in short-te::-m financing and the proposed issue 
of 600,000 shares o£ Pre£er:-ed Stock, $50 par value per share or 
S;O,Ooo,OOO and (b) the proposed issue of 1,500~OOOshares or its 
Co:nmon Stock, $;.75 par value at an assumed price or S12.5O :p~r sha:e 

estimated to provide net proceeds or S18,?5O,0001/ as follows: 

Deeember 21: 12Z~ !To Forma: 
Long-TerJt Debt ·48.4% 42.4% 
Short-Term Debt 6.1 7.6 

Total Debt 54·5 50.0 
Preferred Stock 9.4 14 ... 5 
Common Equity p.l 35.5 

Total 100.00,.6 100.0% 

1:1 Decision No. , dated 
in Application No. $9$66. 
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The Revenue Requirements Division of the Commission's 
stat! has analyzed the utility's cash requirement forecast attached 
to the atto~ey's lette~ of March 26, 1980, ~d has deter.cined the 
utility bas need for eh~e~a1 !in~cin~.The Division has concluced 
that the l':'ol'osed sho:-t-term financing and issuance o! the Preferred 
Stock will oe necessa.~ to help Sie=ra Pacific meet its !orecastee 
cash requirements. 

Pindin~s of Fact 

1. Sierra Pacific is a co~oration or~~ized u:der the la~~ of 
tb~ State of Nevada. 

2. Sierra Pacific for the year 1979 derived 12.65% of its total 
operatinr. revenue in the State of Califor~a. 

3. The proposed increase in l'rincipal amount of authorizee 
sho~t-te~ borrowings would be for ~roper pu=?oses. 

4. The p:"oposed issu~ce of the proposed rrei'e:":"eo Stock ... :ould 
oe for proper pu~oses. 

5. Sie:-ra ?acific has need for external funds :or the ?u~oses 
~~. ~o~·~ ~~ ~·s ·~~ll·ca·~o~ t;;)~.." ,... _ "" ............ .., .li..L"":-' \1..- .... 

6. The proposed !inanc~g by means of a ~egotiated private ~lace- , 
ment as set forth herein would not be adverse to the ~ublic interest. 

7. The mo~ey, p:,ope=ty or laoor to be p:"ocured or paid for by 

the issuance of sno=t-term notes and Pre!erred Stock herein authorized 
is reasonably required for the puryoses specified herei~, which 
?u~oses a:e not, in whole o~ i~ ~a~, reasona~ly cha:~eaole t~ 
o~e~ating expenses or to ~co~~. 

8. There is no known opposi~ion 
the authority requested. 

Conclusions of Law 

and no reason to delav ~r~~i:~ 'ol .... ... 

, _. A public hearing is ;c,ot necessa..-y. 
2. The Application shou1c be granted to the extent set fo~h 

in the order which follows. 
~he action taken herein is for the purpose 0: this ~roceeding 

only and is not to be construed as indicative o! amounts to be included 
in proceedings tor the deter.m~ation of just and reasonable rates. 
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ORDER 
~~--~-

IT IS ORDERED that: 

1. Sierra Pacific Power Compa:o.y may issue sh~rt-ter:n 
obligations .on or after the e!!ective date hereof and on or be!ore 
August 8, 198;, in an aggregate principal amount not exceed.ing 
S61,15O,000 beyond that authorized by Section 82;(c) of the Public 
Utilities Code, bearing interest rates to be negotiated by the 
compa:y, and for the purposes specitied in the A~plication. 

2. Sierra Pacific Power Company, on or after the effective 
hereo!, may issue, sell and deliver not exceed.ins 600,000 shares of 
its Preferred Stock, S50 par value, through negotiated private 
p~ace=ent, with a dividend rate not to exceed 12.75%, upon the terms 
~~d conditions set forth in the Application. 

;. Sierra Pacific Power Comp~ shall ap~ly the net proceeds 
~ ... '10.' .r h - t b'·... . d' t'lo. , .r .... • ro~ ..... e J.ssua.r.ce 0 .. s 0 ...... - e:-m 0 ... J.ga ... :.ons a:l" -..e s~e o. l. ... s 
P=e!erred Stock herein authorized. to the pu--poses S?eci!ied in t~e 
~pplicatio::.. 

4. On or be!ore the 15th day of each month, Sie=ra Pacific 
?o· .... er COtlpa;o.y shall file with the Co=ission a sn:c.,a...."'j" for the 
preceding :no:c.th showing the aggregate a::lount o! short-ter: notes 
and the total :c.umbe:: o£ shares of Preferred Stock issued he::eQd.er, 
the price or prices at ~:hich the Pre!er=ed sha:es we:'e issued a:ld 
the pu-~oses for whieh the p::oceeds were used. These !il~gs shall 
b,e in lieu of reports und.er General Order No. 24-B. 
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5. This order shall become e~!ective when Sierra Pacific 
Power Company has paid the :ee prescribed by Sections 1904(b)~ 
1904.1 ~d 1904.2 ot the Public Utilities Code, which tee is $6~838-

Dated APR 2 S 1980 Cali!o:m.a • 

COCQi~~ionor Vornon L. St~eco~. being 
noeo:.i!::~rily :tb::'c:lt. eid nC/t p~rt!.<:ipntc 

1:l. :t.!lo di::~o~1't10:l o~ s.!i.1::" 12~o.c.o.o~~ •. 
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