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Decision XNo. 51748 APR 291980 A ﬂ ﬂ ﬁ
il
BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE SExmel ﬁﬁ 9

Iz the matter of the Application of

STERRA PACIFIC POWER COMPANY for ax

order authorizing it to isgue axnd

sell pursuant to negotiated private . S ,
placegenx 600,000 shares of Preferred ?gg%mgaﬁ;;zghg. %8;8?
Stock, $50 par value per share:; and, £ase ’

for an oxder authorizizng it To issue

additioral shoxrt-term notes.

C2PINIONXN

Sierra Pacific Power Company (Sierra Pacific) requests
authority, pursuant to Sections 816 through 818 and 823(¢c) of the
Public Utilities Code, (1) to issue and sell, pursuant o negotiated
private placement, 600,000 shares of Preferred Stock; $50 par value
and (2) to issue and sell additional short-term notes in an aggregate
principal amount of not exceeding $75,000,000 at any oxme time
outstanding including that authorized by Sectiozn 823(c¢) of the Public
Utilities Code and prior Commission authorizations. Notice of the
filing of the Application appeared on the Commission's Daily Calendar
of Mareh 7, 1980. |

Sierra Pacific is a Nevada corporation engaged iz providing
public utility electric service ir Califormia and electric, gas and
water services in Nevada. For the twelve months ended December 31,
1979, Sierra Pacific reported total operating revenues of $178,3%26,000
of which $22,556,000 or approximately 12.65% were derived from
California electric operations. During this peried, the utility
reported nmet income of $21,681,000 as showzn in Appendix B attached
to the Application.

Sierra Pacific seeks authority, pursuant to Section 323(c)
of the Pudblic Utilities Code, to increase its short-term borrowing
limit from $45,000,000 to an aggregate amount not exceeding
$75,000,000. Under Decision No. 77716, dated September 15, 1970,
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in Application No. 52126, extended by Decision No. 85%61, dated
January 20, 1976, in Application No. 56150 and increased by Decision
No. 89261, dated August 22, 1978, in Application No. 58189, the
wtility has prior authorization to exceed the limit of Section 823(¢)
by an amount 2ot exceeding the aggregate amount of $45,000,000. This
authorization remains in effect through August 8, 1933. By letter
dated April 3, 1980, applicant's attorzey requested the new
authorization to be effective through August 8, 1983. The $75,000,000
apgremate principal amount of the proposed short=-tern borrowing exceeds
the limitatiorn of Section 823(¢) by 361,150,000, a portion of which
excess, namely $45,000,000, has beex previously authorized by the
decisions cited herein. Additional authority would amouwnt To
$16,150,000 as shown in the summary which follows and would be
effective until August 3, 1983.

. Deserintion

Common Stock
2,558,804 Shares at $3.75 Par Value)

Preferred Stock
(780,500 Shares at S50 Pax Value) 39,025,000

First Mortgage Bonds 202,122,000

Total $276.99%.000

5% of Total 5 1%.850.,000
Aggregate Amount of Short-Terz Financing

recuested - 3 75,000,000

5% Allowed by FUC Code Section 823(c) $ 13,850,000

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

Subtotal $ 58,850,000
Additional Authority Needed 16,150,000

Total Short-Term Firancing Requested $ 75,000,000
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As of December 31, 1979, Sierra Pacific had outstanding
bank loaxns and commercial paper aggregating $25,500,000. Oz
Febrvary 29, 1980, the outstanding amount aggregated $36,500,000.
Since. the proceeds from the issue and sale of Preferred Stock
through authority requested iz this Application will not be available
¢ the utility until the latter part of August 1980, the utility
acticipates its need for short-term financing will amount o

575,000,000 in the aggregate at the time the Preferred Stock sale
is consummated.

Sierra Pacific proposes ©o issue and sell 600,000 shares of
its Preferred Stock havizg a $50 par or stated value through negotiated
rivate placement to provide proceeds of $30,000,000. The utility khas
engaged the services of Salomon Brothers as agent for such placement.
Sased on market conditions at the time of filing the Application, the
utility estimates that the negotiated dividend rate will fall in th

range of 12 to 12.75%.

The utility contemplates that the Preferred Stock will be
issued in two Plocks. One dlock, consistizg of 400,000 shares, will
Ye a 2?5-yeaxr issue. The Preferred Stock will not be callable at the
option of the company before 10 years have elapsed but will de
redeemadble at the rate of 20,000 shares anmually on a pro rata dbasis
between 1986 and 2005, producing an average life of 15-1/2 years. It
is possible that there will be a provision giving the company the
option to increase the redemption rate €0 40,000 skares annually oz
a pro rata basis beginning in 1986, producing an average life of
10-1/2 years.

The other block, comnsisting of 200,000 shares, will be a
10-year issue. This block of Prefexred Stock will not be callable
at the option of the company before 3 years have elapsed, dut will
be redeemable at the rate of 40,000 shares aznually on a pxo rata
basis between 1986 and 1990, producing an average life of 8 years.

-3 -




A.5%498 -~ RR/1lq

It is possible that there will be a provision giving the company the
option to irncrease the redemption rate to 80,000 shares sanuglly on
a2 pro rata basis beginming in 1986, producing an average life of
6 years and 10 months.
The application states that the company has consulted
numerous investment bankers and is convinced that a private placement
£ Preferred Stock at this +time is in the best interests of the
company and its ratepayers and would be preferadle to a public
offerizg. The company gives four reasons for this conclusion:
1. The investment bazkers consulted by Sierra Pacilic have
expressed their belief that a private placement will

produce a lower interest rate, with a saving of at least
25 basis points and possidly as many as S0 basis points.

A private placement will cost substantially less to
accomplish, consisting of little more than the agent’'s
fee and avoiding all costs associated with an SEC filing
for a public offering.

There is a danger that a pudlic offerinp would xzot fizd
a market, dbased upon the difficulety +that other companies
are experiencing evez with issues carrying an interest
rate of 12%% or more.

The issvance of Preferred Stock neets the utility's
long-range goal of a ¢apital structure cozsisting
of S0% debt, 10% Preferred, and 40% Common Stock.

Sierra Pacific proposes to use the proceeds from the sale
of the Preferred Stock to reimdurse its trezsury for unreimdursed
capital expenditures to finance, in part, its construction prograz in
progress for 1980 and to repay a2 portion of its short-term finszcing.




The utility estimates that the gross expenditures required
for its comnstruction program during Calendar Years 1980 axnd 1981
will approximate $184,600,000. A summary of the utility’'s planned
constouction is as follows:
1980 1981 Total
Electric Department $86,200,000 $67,900,000 3154,100,000
Gas Department 2,200,000 2,100,000 4,300,000
Water Department 6,200,000 6,400,000 12,500,000
Common Plant 2,700,000 11.000.000 13,700,000
Total $97.200,000 $87.400,000  $184.800,000

The staff of the Commission's Revexue Requirements Divisioz
has reviewed Sierra Pacific's 1980 azd 1981 comstruction program and
believes that the estimated construction expexditures are reasonable
and has no objection to the provosed short-term financirng and security
issue specified in the Application. The Division reserves the right,
however, to reconsider the reasonadleness of any construction
expenditures ix future rate proceedings.

Sierra Pacific's capital ratios as of December 31, 1979,
and as adjusted for the effect of (a) the proposed issue of an °
additional $16,150,000 in short-term financing and the proposed issue
of 600,000 shares of Preferred Stock, 350 par value per share or
3%0,000,000 and (b) the proposed issue of 1,500,000 shares of its
Commozn Stock, $3.75 par value at an assumed price of $12.50 per share
estimated to provide zet proceeds of 518,750,0003/ as follows:

December %1, 1979 Pro Forma
Long-Terz Debt 4B.4% 42.4%
Short-Term Dedt 6.1 7-6
Total Debt 54.5 50.0
Preferred Stock 9.4 14.5
Common Equity 35.5
Total 100.0%

1/ Decision No. » dated
in Application No. 59566.
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. The Revenue Recuirements Division of The Coxmisszion's
staff has analyzed the utility's cash requirement forecast attached
to the attormey's letter of March 26, 1980, and has determined the
utility has need for extermal financing. The Divisior has concluded
that the proposed short-term financing and issuance of the Preferred
Stock will de necessary to help Sierra Pacific meet its forecasted \
cash reguirements. |

Findines of Fact

L. Sierra Pacific is a corporation ormgazized uxder the laws of
the State of Nevada.
2. Sierra Pacific for the year 197C derived 12.65% of its total
operating revenue in the State of California.
5. The proposed increase in principal amount of authorized
short-tern borrowings would be for proper purvoses.
L. Tne proposed issuaxnce of the proposed Preferred Stock would
be for proper purposes.
5. Sierra Pacific has need for external funds Jor Tthe purposes
. set forth in its Applicavtion. :
6. The proposed financizng by means of a negotiated private place- .
nent as set foxth herein would not be adverse to the public interest. '
7. The moxzey, propexty or lahor %¢ be procured or paid for by
the issuamce of short-term notes and Preferred Stock lherein authorized
is reasozably recuired for the purposes specified herein, which
vurposes are not, iz whole or in wart, reasoznadly charreable 2
operating expenses or to income.

8. There is no known opposition and no reason to delay granvtine
the authority requested.

Conclusions of Law

l. A public hearing is not necessary.
2. The Application should be granted ©o the extent set foxth
in the order which follows.
The action taken hereir is for the purpose of +this proceeding
nly and is not to be construed as indicative of amounts to be included
in proceedings for the determinmation of just and reasonadble rates.

-6 -




A.59498 - RR/lq

OCRDER

IT IS ORDERED that:

1. Sierra Pacific Power Company may issue short-term
cbligations on or after the effective date hereof and on or hefore
Avgust 8, 1983, in an aggregate principal anount not exceeding
861,150,000 beyond that authorized by Section 823(¢) of the Pudlic
Utilities Code, bearing interest rates to be negotiated by the
company, and for the purposes specified in the Application.

2. Sierra Pacific Power Company, oz or after the effective
hereof, may issue, sell and deliver not exceeding 600,000 shares of
its Preferred Stock, 850 par value, through negotiated private
placexent, with a dividend rate not to exceed 12.75%, upoz the terms
anc conditions set foxrth in the Application.

3. OSiexra Pacific Power Compazy skall apply the net proceeds
fron the issuance of short-term obligations axnd the sale of its
Preferred Stock herein authorized to the pu:posés specified in th
Application.

4, On or before the 15%th day of each mornth, Sierra Pacific
Power Company shall file witk the Commission a summary for the
preceding month showing the aggregate amount of short-verx notes
ancd the total number of shares of Preferred Stock issued hereunder,
che price or prices at vhich the Preferred shares were issued and
the purposes for which the proceeds were used. These filings shall
be in lieu of reports under General Order No. 24-B.
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5. This order shall become effective when Sierra Pacific
Power Company has paid the fee prescribed by Sectioms 1904(b),
1004.1 and 1904.2 of the Public Utilities Code, which fee is $6,838.

Datea  APR 28 1980 , at San Frarcisco, Califormia.

(/- Fresidens
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Ws:.one*s

Commissionor Voraen L. Sturgeoz, deing
neeossarily abseat, 4id no% participate
in the dizposition of IRis pnocoolding.,
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