
ENERGYIRHG 

Decision 98-03-058 March 26. 1998 

Mailed 
3/30/98 

BEFORE THE PUBLIC UTILITITES COMMlSSION OF THE STATE OF CALlFORNIA 

In the Matter of the Application of SIERRA ) 
PACIFIC POWER COMPANY U-903-E. for an ) 
order authorizing it 10 issue unsecured promissory ) 
notes in an aggregate amount not to exceed ) 
$iOO.OOO,OOO payable to banks and purchasers of ) 
commercial paper during 1998-2000. ) 

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

Application 97-09-028 
(Pet ilion for Modification 
filed February 9. (998) 

SUPPl.EMENTAI.; OPINION 

Summary of Decision 

This decision grants Sierra Pacific Power Company (Sierra) the authority requested in its 

Petition (or Modification of IX'cision (D.) 97·12·111 in Application (A.) 91-09-028 (Petition). 

Pursuant to Rule 47 of the Commission's Rules of Practice and Procedure, Sierra requests 

that Ordering Paragraph No.3 of D.97-12-111 be modified and replaced with the following: 

"On or before July I, 1999. Sierra shall file a petition for 
modification in this proceeding in which it will prOpose 
changes in its short-tcon debt authorization for the year 2000 
and beyond, based on Ihe status al (hat lime of the construction 
and financing of its Alturas electric transmission line, the 
restructuring of the electric industry in Nevada, and othcr 
pertincnt factors. The authorization for issuance of short-term 
indebtedness granted by this decision shalt remain in effect 
until the Commission acts on that petition for modification." 
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Based on Sierra's cir(umstances as described in the Petition and consistent with the intent 

of the requested modification. Sierra proposes that Finding of Fact No.4 of 0.97-12-111 be 

replaced with the following: 

"Sierra has a unique need (or financing flexibility in order both 
to accommodate its construction of a new transmission line, 
expected to be completed by the end of 1998. and to adjust its 
operatjons in response to electric testructure as directed by the 
Nevada Legislature and the Nevada Public Service 
Commission. which is expCcted to become e(Ceciivc on 
January 1,2000. It is reasonable, thetefore that Sierra may 
have outstanding through December 31 t 2000 the full amount 
of the short- ten'll indebtedness authorized by this decision. 
wlthout a ((quirement to (educe short-term indebtedness to 5% 
of the par value of other securities at least once every twelve 
months. but subject to the condition that on or before July I. 
1991) Sierra shall file the petition (ot modification specified 
in the order set forth below.U 

Notice of the filing of the Petilion appeared on the Commission's Daily Calendar of 

February 18, 1998. No prOtests have been received. 

Background 

On September 18. 1991, Sierra filed A.97-09-028 requesting authority to issue short-term 

unsecured promissory notes in an aggregate amount not (0 ex.ceed S200.000.000 payable to banks 

and purchasers of commercial paper. Pursuant to the Applicalion. the proceeds from the short­

term borrowings will be used (or all lawful purposes including. but not limited to, the acquisition 

of proJX'rty. the construction. completion. extension or improvement of facilities. or for the 

refinancing or discharge or refunding of obligations or reimbursement of treasury. 

D.97-12-lll dated December 16. 1997. granted Sierra authority up to December 31. 

2000. to issue short-tenn obligations in the form of promissory notcs and commercial paper in 

the aggregate principal amount of S200.000.000 outstanding at anyone time or SI32.400.000 of 

outstanding short-term debt tn exctss of the amount provided ill Public Utilities (PU) Code 

{ 823(c). upOn terms and conditions substantially consistent with those set forth or contemplated 

in A.97-09-028. D.97-12-111 granted Sierra authority to pay, n:pay. prepay, renew, refund. 
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extend, borrow or reborrow any sholt-term indebtedness so that the combined tern} of such 

indebtedness may exceed twelve months, without the need for further authorization frorn the 

Commission for thc period JanuaJ)' I; 1998 through December 31, 2000. 

Concerned about the possible use of excessive Icvels of short-term debt for extended 

periods and absent infomlation regarding Sierra's exceptional financial needs ruising from the 

restructuring of the electric industry in Nevada,-construction projects, the statutory requirement 

to transfer generation assets, and the de(ennent of any issue of first mortgage indebtedness while 

the restructuring is being impttn'lent~d. the Commission by Oidering Paragraph No.3 of 

D.97-12-111 required Sierra to maintain or bring down the aggregate anlount of its short-tern'l 

borrowings to 5% of the par \'ahie of the other securities then outstanding at least once every 

twd\'e (12) months. 

l\lodifi(atlon Sought 

Sierra slates in its Petition that there are two primary reasons for its short-term borrowing. 

First, Sierra is invol\'ed in a major construction program to serve the growth within its service 

tenitory. Specifically, duting 1998 Sierra will be constructing the Alturas eJectric transmission 

line at a total completed cost of $145.000,000. The company is putting in place a revolving 

credit facility to fund the construction of that line (a) to minimize allowance for funds used 

during construction (AFUDC) and (b) to assure an uninterrupted source of financing through 

completion of constr1lction, currently eslimated (0 occur by December 31, 1998. 

The Pdition indicates that the initial advance under the construction facility will be 

approximately $85,000.000, with the final balance estimated at $145,000,000. Ullimately. Sierra 

intends to refinance the short-teffil bank facility with long-ternl financing in 1999. In order (0 be 

in a position (0 do this, Sierra plans to file an appJieation with the Commission for long-term 

financing authority by approximately mid-1998. Thus, in 1999, Sierra will have available both 

short-term debt authority and additional long-term financing authority. Sierra be1iews that Ihis is 

necessary to give its management the flexibility to finance with either short-term indebtedness or 

long-ternl securilies, depending On its assessment of market conditions, without being under 
,> 

"non-malkct" pressure to finance long·term under possibly adverse market conditions. 
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Second. Nevada is approximately two years behind California in its process for 

restructuring the electric utility industry. The date for commencing competition in the Nevada 

electric markets has been set for January). 2000. The Nevada statute. passed by the 1991 

Legislature. essentially requires that Sierra's generation assets be owned by an affiliate of the 

distribution/transmission company. Other requirements for electric restructuring will be 

determined by the Nevada Public Service Commission in proceedings that commenced in 1997 

and will continue throughout 1998 and perhaps into early 1999. 

The requirement (0 transfer the generation assets out ,of.the .regulated utility will require 

some financial restructuring (or Sierra. This restructuring/refinancing would be mOre difficult 

and more expensive if Sierra were required to finance long-Ie un (i.e. t to redute short-term debt, 

as currently provided in Ordering Paragraph No.3 of 0.97-12 .. 111) at the very time that this 

restructuring is being implemented. 

Because of the uncertainties posed by pending Nevada electric restructuring and the 

statutory requirement to transfer generation assets, Sierra pJans not to issue additional first 

mortgage indebtedness. These same uncertainties make it prudent (or Sierra to minimize the use 

of other long-term sccuritie.s until the rules for separation of generation assets arc finalized in 

Nevada and a final detemlination oil restructuring requirements has been made. Sierra believes 

that it is dear that Sierra needs full flexibility with respect to the total an\ount of short-term 

indebtedness at least through IHcembcr 31. 1999. 

Sierra proposes that the requested modification of 0.91·12·111 be conditioned on 

Sierra's filing. on or before July I, 1999. a petition for mooification in this proceeding in which it 

will propose changes in its short-term indebtedness authorization for the year 2000 and beyond. 

Such a petition would provide the Commission current information about the Alturas electric 

transmission line, Nevada electric restructuring and the impact of both on Sierra's financing 

plans. as well as other factors affecting the company. Untillhe Commission acts on that petition, 

Sierra requests to be able to continue (0 operate under the authorization granted by 0.91-12- J II 

and the modification requested in this Petition. 

Sierra states in the Petition that the requested modification would be consistent with the 

short-term indebtedness aurhorization that it received from the Nevada Commission. In an Order 

dated December 12, 1997, in Docket No. 97-10012, the Nevada Commission authorized up to 
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$200,000.000 of shOrHellll indebtedness for the two-year period ending (Xcember 31, 1999. 

with the only limitation that cOnlmercial paper be limited to $150.000,000. SinC'e approximately 

93% of Sierra's electric operations and an of its other utility operations ate located in Nevada, 

Sierra believes that the decision of the Nevada Commission on shorHenn indebtedness should 

be accorded weight in determining the reasonableness of Sierra's Petition concerning short-ternl 

financing policy. 

\Ve have reviewed Sierra'S Petition and have determined it reasonable. We note that 

Sierra's California revenue. when compared (0 the revenues generated from Nevada, is modest. 

The annual re\'enue generated by Sierra in California in 1996 is only $42,428,000 or 6.76% of 

total operating revenues of $621.711.000. \Vc conclude that the condition tbat Sierra shall file on 

or before Juty I. 1999. a petition for modification in this procteding in whkh it will propose 

changes in its sholt-term indebtedness authorization {or the year 2000 and beyond. wiU ensure 

appropriate Commission oversight of Sierra·s financing requirements. while at the same time 

providing Sierra greater financing flexibility and liming. This condition will allow Sierra to 

pursue the benefits of short-term debt during the restructuring period. At the same time. to the 

extent that the Nevada statute require.selectric restructuring compliance by a utility uilderour 

jurisdiclion. it is our responsibility to provide the regulated utility the means to comply with such 

an order. 

Our granting the PetitiOn is permiHed under PU Code ( 829 which states in part: 

The commission may from time to time by order or rule. and 
subject to such terms and conditions as may be prescribed 
therdn, exempt any public utility or class of public utility from 
the provisions of this article if it finds that the application 
thereof to such pubJic utility or class Or public utility is not 
necessary in the public interest. 

The authority granted herdn is simply pcrmissi\·e. Pursuant to Sierra's proposed filing of 

a petition for modification on or before July I. 1999. together with current financial and 

(e.structuring information. we will at that time make a determination whether the 5% requirement 

or any other obligatory condition pertaining to short-term debt would be required from Sierra by 

this Comrnission. 
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We make no finding in this decision of the reasonableness of Sierra's capital 

expenditures_ 

}'indlngs of Fact 

l. Sierra's request for modification of D.97·12·lll is legitimate. for proper purposes, 

and is not adverse (0 the public interest 

2. Sierra has a unique need for financing flexibility in order both to accommodate its 

construction of a neW transmission line. expected to be completed by the end of 1998, and to 

adjust its operations in re.spOnse to electric restructuring as directed by the Nevada Legislature 

and the Nevada Public Service Commission. which is expected to become eifecti\'e on January 1. 

2000. 

3. His reasonable that Sierra have outstanding through December 31. 2()()() the (ull 

amount of the shorHerm indebtedness autoorized by this decision; without a requirement to 

reduce short·term indebtedness to 5% of the par \'alue of other securities at least once ewry 

twelve "lbnths (as directed in D.97·12.111). but subject (0 the condition that on or before July It 

1999 Sierra shan fite'the petilio" formodificali6n specified in the supplemental order set forth 

below. 

4. Requiring Sierra (0 file on or before July It 1999. a pelltion (or modification in this 

proceeding in which it will prOpose changes in its short-term indebtedness authorization (or the 

year 2000 and beyond. wiU ensure appropriate Commission oWrsight of Sierra's financing 

requirenlents, while at the same time providing Sierra financing flexibility and timing. 

5. It is our responsibility (0 provide Sierra the means to comply with the Nevada statute 

on electric restructuring. 

6. Sierra's 1996 California revenue is 6.76% of its (otal revenue. 

1. Sierra's current shorHeml debt authority for an aggregate amount not to exC'eed 

$200.000.000 will expire on December 31, 2000. 

8. Neyada's electric restructuring will 00 detwnined by the Nevada Public Service 

Commission in proceedings that commenced in 1997 and will continue throughout 1998 to J999. 
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Conclusions of IJ3w 

J. A public hearing is not nec~ssary. 

2. The petition (or modification should be granted to the extent set forth in the 

supplemental order that (ollows. 

3. The following suppleme~tal order should be effedive on the date 0( signature. 

SUP P L E ~f E N 1'A L () R D E It 

IT IS ()RDEREDthat: 

1. The authority granted to Sierra Pacific Po\\'er Company (Sierra) by Decision (D.) 

91-12-111 ~ Ordering Paragraph 3. isniodified to {ead in full as foHows: 

.. On or ~fore July I. 1999. Sierra shall f1te a petition tor 
modrficati6n in thIs 'proc~eding in which it will propose 
changes in its short-term debt authorization' for the year iOOO 
and beyond. based on the status altha' time of the construction 
and financing of its Alturas electric lransmission Hne. the 
restructuring of the electric industry in Nevada, and other 
pertinent factors. The authorization (or issuance Of short-tern\ 
indebtedness granted bylhis decision shall remain in effect 
unlit the Commission acts onthat petition for modification. 

2. Finding of Fact No.4 ofD.91-12-111 is deleted as a result ofthc nlooification 
. . 

granted by this decision. 

3. The Petition is granted as set forth above. 

4. In all other respects, D.91-12-111 remains in fun force and effect. 
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5. Application 91-09-028 is closed. 

This supplemental order is effective today. 

Dated March 26. 1998. at San Francisco. California. 
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