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Decision No. __ 9_2_87_'_-:.;. ~ 1.mt 
BEFORE T.dE PUBLIC UTILITIES CO!1."1.ISSION OF '!'HE STATE OF CALIFORNIA 

In the ~tter of the Applic~tion of ) 
SIER.1V. PACIFIC J?O~';ER COHP~~;( for Oln ) 
Order uuthorizing it (~) to sell ~nd ) 
issuc, o~rsu~nt to criv~tc cl~cemcnt, ) 
up to $60,000,000 princip~l·~mount of ) 
Fir: t Xor tS.:lgc Bonds, % Series ) 

Application No. 60269 
(Filed Febru~ry 19, 1981) 

due . ;~ .:lnd Co~ to ) 
execute ~ ~~enty-third Supplemcnt~l ) 
Indenture ~~ of ,1981,) 

1 Io . Ioh I • ~ M.... t ) supp emcn.lng •• c nQcnture o. ~·~r gage 
D~ ted Dece::i:>e= 1, 1911·0 _ ) 

--------------------------------) 

Sierra Paeific Power Comp~ny (Sierr.:l P~cific) roque::!:s 

autnority, pursuant to Sections 816 through SlS ~nd SSl of the 
Public Utilities Code, to issue ~nd sell, pursu~nt: to negotiated 
priv~te p1~cement, up to ~GO,OOO,OOO princip.:ll arno~nt of a new 
series of First Mortg~ge Bonds, ~nd to executc a Twenty-third 

Su?p1ement~1 Indenture to its Indenture of Mort9age dated 
Dccc~cr 1, 1940. Notice of the filing of the application was 
p~lisbed on the co:n.~i::=ion·!: D.:ily c~lend~r of Fe~ruary 23, 1981. 
No protests have ~een received. 

Sie=ra pacific iz ~ Nevada corporation engagcd in providinq 

pUblic utility electric zervice in C~liforni~ Qnd clectric, 9~S and 
water se=vices in Nc~~d~_ For the year 1~80, Sierra Pacific reported 

total operating reve~ue: of $233,943,000 of which $24,842,000 or 
QPproxi~~tcly 10_G2~~ we4e derived from Californi~ electric operations. 

During this period, the utility reported net income of $22,089,000 
as shown in Appendix E ~tt~ched to the application • 
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Sierr~ P~cific proposes to issue $60,000,000 aggregate 
princip~l ~mount of its First Mortgage Bond: unccr an existing 
indenture a~ heretofore amended and supplementec and to be further 
supplemented and amended by a proposed Twenty-third Supplemental 

Indenture. The proposed zupplernent~l indenture is to be substan

tially in the same form as the form of the Twenty-second Supplemental 
attached as Appendix D to the applic~tion. 

As of Dcce~cr 3~, 1~30, ~ierr~ Pacific had outstanding 
bank loans and co~~ercial p~per agsregating $19,500,000. Such bank 
loans and co~~erci~l p~per were 
utility'S construction progr~m. 

new construction program, it is 
ci~l p~per will be increased to 

obt~ined to finance, in part, the 
In orcer to carryon the utility's 

expected th~t bank loans and commcr
~pproxi~tely $39,000,000 before 

the cons~~~ation o~ the oroooscd new issu~nce and sale of Fir:t 
N N 

Proceeds from the proposed issue and sale of First Mortgage 
, 

Bonds will be used by Sierra p~cific to repay a portion of its bank 

loans and ~o~~erci~l p~?er, to rei~~ursc its tre~sury for construction 
~x~~~~itures heretofore ~cle, and to finance, in part, its construction 
prosram now in progress and proposed curing 1981. 

Sierra Paci;ic's esti~ted construction program for the 
ye~rs lS81 and 1982 is as follows: 

Electric Department 
Gas Department 
Water Department 
Co~~on Plant 

Total Estimated 
Program 

'1981 
$ 89,105,000 

4,172,000 
6,016,000 
1,411,000 

$100,704,000 
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1982 
$85,847,000 

4,301,000 
6,110,000 
1,300,000 
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A.60.26S ru\/mcm 

The $t~f: of the commission's Revenue Requirements 
Divi~ion has reviewed Sicrr~ Pacific's 1981 and 1982 construction 
programs and concludes th~t the esti~ted construction expenditures 
are rc~son~~le. The Division reserves the right, however, to 
reconsider the re~sonablenes~ of ~ny construetion expenditures ,in 
future rate proeeedings. 

Sierr~ Pacific's capital ratios as of December 31, 1980, gnd 
as adjusted to give effect (a) to ~dditional short-term borrowings 
and retirements, Cb) to the proposed sale of $60,000,000 First 
Mortgage Bonds in April 1981, and (c) to the proposed sale of 
1,500,000 shares of co~~on stock!! are as follows: 

Itc:-n Recorded Pro Forma 
Long-Term Debt 47.57% 49.63% 
Short-Ter:n Debt 3.89 .• 20 

Preferred Stock 13.76 13.25 
Co:n.~on Stock Zczuity 34.78 36.92 

Tot~l 100.00~ 100.00c;{' 

The staff of the co:n.~iscion's nevenue Requirements 
Division has ~nalyzed the utility'S ca~n requirement foreeast and 
has determined the utility has need for external financing. The 
Divi~ion has concluded that the proceeds from the sale of the pro
posed First Mortg.:lgc Bonds will be necessary to help Sierra Pacific 
meet i~s forecasted cash re~uirements. 

11 Decision No. ~2S0o, dated March 17, 1981 in 
Applie~tion No. 60268 • 
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A.G026S :Lt.'1/:nC:':l 

Sierra r~cific requests an exemption for the proposed 
sale of the Fir:; t :'10rtS~9c Bonds from the Cor:unis:;ion' s competitive 
bidding rule est~blished by Decision NO. 33614, d~ted January lS, 
194G, as ~:n~nded fro:':l tirne to time in C~se No. 47Gl. Sierra Pacific's 
re~sonz for reqcestins ~n exemption are set forth in its application 
~s follo ..... s: 

~. The volatility of the current bond market; 
b. The extreme ~ifficult~ of selling ~ 30-year bond 

because of the desire of purchasers for much 
short~r :n~turities, in the range of ten years~ 

c. The observation of underwriters that: 30-year 
bonds would ~robably have to be ~riccd to yield 
between 15.75% ~no 15.875%: ' 

cl. The assurance by S~lomon Brothers that a private 
~l~cernent with ~ maturity in the tenwycar range 
can be ~laced at the s~me rate or less than if 
the bones were sold publicly: 

e. 

f. 

The cost of a oUblic sale which would be in the 
nei9~orhood of $GSO,OOO ~s contrasted with a . 
much lower figure for a private placemcnt~ 
The flexibility which a private pl~cement will 
allow the utility in determining the timing 
and conditions of the s~le. 

The staff of the Co~~ission·s Revenue Requirements 
Division has reviewed the foregoing ~easons and concurs with the 

utility. that debt securities of Sierra Pacific offered by a pUblic 
sale, such as a negotiated or competitive offering would be more 
costly than a sale by private placement. The staff believes and 
concludes that a private placement of the First Mortgage Bonds is 
less costly because of reduced filing fees, printing costs, 
aecount~nt's fees, a~torney's fees and underwriting fees • 
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A.60269 RR/mc:n 

In Decision No. 91984, d~ted July 2, 1980 for the S~n 
Diego G~~ & Electric Comp~ny, App1ic~tion No. 59633, we diccucsed 
the granting of exe~ptionz from the co~pctitive bidding rule, ~nd we 
cl~rified the n~ture of the co~pe1lin9 ~howin9 th~t muse be ~de to 

• warr~nt an exe~ption from the rul~. We served notice th~t ~:sertions 
regarding the vo1~tility of the ::I.:1rket, the flexibility provided ~y 
a negotiated s~le, and the import~ncc of mMximizing the effectiveness 
of the underwriting group will not serve ~= compelling re~son~, 
individu~lly or collectively, for grOlnting ~n e~:e~?tion fro!":l the 
competitive bidding rule. 

Because the proposcd First Mortgagc Bonds will be sold 
by private placement on terms which will be negoti~ted ~fter the 
issuance of this decision and because of the staff"s foregoing . , 

conclusion that the bonds will be sO,ld Olt il cost as low, if not 
lower than would prevail if the First Mortgage Bonds were to be sold 
at competitive bidding, we ilrc of the opinion that applying the 
co~~ssion's competitive bidding requirements and conditions set . 
forth in D.9~984 in this proceeding would not be in the best interests 
of Sierra Pacific or its ratepayers. These r~uirements and conditions 
would not operate to ensure that Sierra Pacific's sale of the First 
MOrtgage Bonds would be at the most favorable cost of money. However, 
in order not to preclude such ~n offering we will also gr~nt Sierra 
Pacific 'the authority to issue the proposed bonds by means of a 
competitive offering. 

Sierra Pacific is put on notice th~t in its next general 
rate proceecing before the Commission, the rea~onableness of the 
resulting interest rate and cost of money to the company will De 
closely scrutinized and may result in a disallowance of interest 
expense if it is determined that the cost of money incurrce was 
not the mQst prueent • 
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Findinqz of F.;).ct 
1.. Sie~r~ p~cific i~ ~ Nev~d~ corpor~tion furnishing electric 

~crvice In c~lifor:'li~ ~nd electric, S~= a:'ld water service in Ncv~da. 
2. In 1980, Si~rr~ pacific derived 10.62% of it: opcratin~ 

reve~~e= !:o~ business conaucted in C~lifor:'li~ .. 

3. The proposed issue ~nd sale of $60,000,000 principal amount 
of Fir:: :·10=t9~se BO!'lds is. for pro?"r purpose:. 

4. Sie=r~ pacific has need for external funds for the purposes 
:e: forth i!'l the application. 

s. Sierra P~cific believes it will be able to issue and sell 
its Firs: Mortgage Bonds through a :'legotiated private placement at 
a cost to the company as 10\0,1 as or lower th~n it could obtain from 
a!'l offering by co~petitive bidding. 

6.. Sierra Pacific should be authorized to issue ana sell up 
to $60,000,000 principal a:':'lount of First Hortgage Bond: cith~r through 
priv~te pl~cement or by competitive bidding upon terms and at a time 
which Sier=~ pacific deter:':'line: to be most advantageous to it and 
it:: r~tepayer=. 

7. The money, property or labor to be procured or paid for by 
the issuance and s~le of the First Mort9~ge Bonds herein authorized 
is re~so!'l~bly re~uired for the purpose: specified herein, which 
Qur'Ooscs ~rc not, in \o,hole or in 'Oart, re<lsonably char~eable to 
• ". .. ';J 

operating c~?enses or to income. 
S. The proposed Supplemental Indenture would not be adverse 

to the ptiblic interest .. 
9. There is no ~nown opposition and no re<lson to delay 

srantins the ~uthority rc~ucstcd • 
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A.602G9 R.~/mcm 

Cone 1 u::; i O!"l~ of U!.\., 

1. ;.. public he:lring i::; !'lot neces:~ry. 
2. The o.pplication zhould be gr~nted to t.he ext.ent. sct 

for th in the orc:1e: "'/hien follow::. 

The autho:iz~t.ion granted herein is for the purposes of 
'thiz p:oceec:1i!'lS only o.nd is not to be con::;trued a:: indic~tive of 
amo~nt::; to be included in proccedins~ for the determination of 
j l!S t and rc::.sono.blc ra tc::.' 

The follo"\'i!'lg order :ohould be effective on the date of 
signo.ture to enable Sierra Pacific to expeditiously issue its bonds. 

IT IS ORDERED tno.t: 
1. Sierr:!. Pacific !lower Company, on or af.ter the effective 

date hereof ane on 0: before December 31, 1981, ~y issue ~nd sell, 
through priv:!.te placement:, not to exceed $60,000,000 principal 
:!.mou!'l t o~ Fire t I·:ortgase BO:'1QS upon the terms and conditions and 
zor the purposes set forth in the application, or may issue and 
sell and deliver these bones by me~ns of a competitive offering. 

2. Sierr~ Pacific Power Comp~ny shall apply the proceeds 
from the so.le o~ the First Mort9~se Bonds to one or more of t.he 

set forth in the a~~lication • ... 
2. promptly after consu~tin9 the contr:!.ct for t.he sale of 

the Firs t ::.or tg~ge BO:'ldz, SierrOl pacif ie Power Company shall file 
a copy of t.he contract Ol:'ld ~ written report to the Commission, 
showing the inte=es~ r~te ~nd the cost. of money to Sierra Pacific 
b~~ed 0:'1 such price ~!"ld interezt r~t.e. 

4. Sie::.:1 P.-::.cific Power Compa:'ly is authorized t.o execute 
a~d deliver ~ Twenty-third Supplement.~l Indenture in sUbst.antially 
the same zorm ~$ Appendix D, att~ehed to the ~pplic~tion • 
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s. Sicrr.::t p~cific r'O\'ler Comp.:\ny Ghil1l file '.'lith the Commission 

0. report, or report:;, .).::: rC\ruired by Gcncr.:ll OrrJcr NO. 24-B, which 

order, inzof~r .::l.Z ~pplic~ble, i: hereby made .::t p.::trt of this oroer. 
G. Thi~ order :h.:lll become effective when Sierr~ P~eifie . 

PO'.'Je:' comp.::tny h.::tp p.::tic the fcc prescribed in Section 1904(b) of 
the public Util:i.t:ie::: Code, which fec i::: $7,372. 

~~ted APR 7 ~ , .:It S.::tn Pr~ncisco, Californi~. 

. . 
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