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Present: 

Also Present: 

Chairman Gibson 
Vice Chairman Keith Ashworth 
Senator Dodge 
Senator Echols 
Senator Ford 
Senator Kosinski 
Senator Raggio 

See Attached Guest Register 

Chairman Gibson called the thirty-first meeting of the Government 
Affairs committee to order at 11:50 a.m. in order to continue with 
testimony regarding SB-253 & SB-254 being presented by Mr. Tom 
Bass. (Presentation began during meeting #27, April 4 & 5) 

Tom Bass, representing White Pine County, continued his testimony 
by referring the committee to Page 11, paragraph 3. (See Attach- I 
ment #1) Mr. Bass read from his prepared testimony to the committee 

Senator Dodge asked how long the pay out on the bound would be and 
Mr. Bass responded that that the construction bonds would be for 
about 35 or 4,0 years. 

Senator Dodge asked Mr. Bass if there would by any objection to 
requiring the power plant to be located within White Pine County. 
Mr. Bass stated that there would be no objection to this specifica­
tion. 

The committee discussed the problem of "dual pollution". If the 
Kennecott plant were to resume its normal capacity at some time 
there would be problems with the pollution level of both the power 
plant and Kennecott. At this time Chairman Gibson explained to 
the committee how the E.P.A. handles the problem of pollution when 
considering a new plant. Funds are derived to control the pollu­
tion from Kennecott. It is possible that these funds would be paid 
back to the power plant people. The project may not begin if there 
is a pollution problem. 

Michael R. Brown testified from the audience to clarify the opera­
tional level now being us·ed at Kennecott. Mr. Brown stated the 
mining and concentration operations are shut down, smelting is 
the only operation still going at this time. Mr. Brown concluded 
by stating that the smelting operation is what concerns the 
power plant people. 

Norm Nichols also testified from the audience noting that Kennecott 
has a variance to operate until 1987. In 1987 they will have to 
sign new variances. 

Mr. Bass continued at this time with the prepared testimony as noted 
above. 
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Chairman Gibson stated that the percentage rate regarding the 
recapture provisions should be flexible so that it could be 
changed with the federal regulation changes. Mr. Bass and Mr. 
Nichols felt that this was acceptable to them and it could be 
amended into the statutes. Mr. Nichols stated that this 
portion could be worded in the same language as was used in 
the Valrny Plant. 

Senator Kosinski asked if a provision could be written in so 
that the Nevada utilities would have first right of refusal 
for additional power after the bonds are paid off.· 

Senator Dodge informed the committee and those proponents of 
the bill that without adequate protection for water rights 
to be used for Nevada utilities he would not support the bill. 
The Senator continued that the power plant in White Pine County 
is a good idea and would probably be passed but he definitely 
wanted to see adequate protection put in the bill. 

Mr. Bass stated that the protection lies within the legislature 
and this should alleviate the Senator's worries. 

Chairman Gibson stated that the provisions for this plant must 
be designed to protect the interests of Nevada. Mr. Bass com~ 
pleted his testimony and Chairman Gibson stated that the committee 
would work on the two bills using the written information provided 
by both the proponents and opponents. 

Mr. Gremban stated that he had some further testimony to give 
the committee but since the committee was out of time he would 
present the written testimony to the connnittee for their consid­
eration during the work session. (See Attachment #2} 

With no further business the meeting was adjourned at 12:40 p.m. 
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Janice M. Peck 
Committee Secretary 

Senator James I. Gibson 

Jotf: Included in the attachments is a copy of the suggested 
aWndments provided by Sierra Pacific Power - Mr. Bass' testimony 
was based upon these amendment suggestions. (See Attachment :ff:lA) 
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Comments of MRG&A, Bond Counsel for White Pine County, 
to the Amendments to SB 253 proposed by Sierra Pacific 

Power Company. 

MRG&A is bond counsel to White Pine County (the" County" 

As such, when bonds are issued to finance the White Pine County Pow 

Project (the "Project"), our primary function will be to render 

a legal opinion regarding the legality of such bonds and the 

exemption of the interest thereon from federal income taxation. 

Our ability to be able to render such an opinion is absolutely 

critical to the Project for, without it, no bonds could be 

issued or sold to finance the project. 

Our review of the County Economic Development Revenue 

Bond Act, NRS 244.9191 to 244.9219, inclusive, (the "Act"), 

indicated that, in its present form, it did not provide the 

methods required to finance the Project in the manner contemplated 

by the participants therein nor in a manner commonly employed, 

and acceptable in the market place, in the financing of public 

power projects. Accordingly, we, in connection with the parti­

cipants and the Nevada legislative counsel, drafted the minimum 

amendments to the Act necessary to permit the financing of the 

Project in a manner which would accomodate the wishes of the 

participants, which would be acceptable in the market place and 

which would enable us to render our approving legal opinion. 

These amendments are incorporated in S.B. 253. 

-1-
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(a) The second sentence proposed to be added 

relating to approval of the Public Service Commission, 

("PSC") would seek to greatly expand the powers over the 

Project over those which the PSC could now exercise were the 

Project owned by a private utility. It is not the intention 

of the legislation to avoid regulatory jurisdiction, so long 

as that jurisdiction is clearly defined. It appears that 

that jurisdiction already exists with respect to the necessary 

approvals for the siting of the Project as well as for 

approvals required under NRS 704.320 of the wholesale contracts 

for the sale of power. Accordingly, this provision is 

_really unnecessary unless it is to suggest that the Public 

Service Commission have more jurisdiction over a project of 

this type than it does over a project of a investor-owned 

utility. In addition, approvals by the Public Service 

Commission might, in effect, be considered regulation by a 

state of electricity being transported in interstate commerce 

in violation of the commerce clause of the United States 

Constitution. 

-2-
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It is important to understand how the Project will 

be constructed and operated. The County will enter into an 

agreement with one of the participants to perform these functions. 

Since the operator will also be a participant in the Project 

and will therefore be responsible for paying the proportion of 

the costs of the Project (debt service on bonds and operating 

and maintenance costs), equal to the percentage of the output 

of the Project it is entitled to take, the larger the participation 

of the operator in the Project, the greater the incentive of such 

operator to insure that the Project is built, operated and main­

tained in the most economical manner. In addition, there will 

be a management committee, composed of all participants in the 

Project, that-will exercise overall supervision of the construction 

and operation of the Project. Each participant in the Project 

will therefore have direct involvement in the.actual construction 

and operation of the Project. 

The arrangement involved in the sale of public power 

revenue bonds is one involving participation. The participant 

is entitled to a portion of the output of the Project and has 

an obligations to pay a commensurate share of the costs. There 

are no rates, per se. The payment a participant is required to 

make does not depend upon whether that participant takes any 

power at all: the participant is obliged to pay his share, 

in any event. However, it should again be noted that the 

original power sales contracts are no doubt presently under 

Public Service Commission jurisdiction. See NRS 704.320. 

EXHIBIT 
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(b) The sentence regarding a nationally 

recognized engineering firm does nothing more than recognize 

what the participants in the Project would insist on. Obviously, 

since they are paying for the Project, they would not entrust 

its acquisition and construction to anyone other than a nationally 

recognized firm. However, by requiring this, it may unnecessarily 

increase the cost of the Project. For example, the participant 

who is designated to construct the Project may be capable and 

qualified to oversee all or a portion of the acquisition and 

construction of the Project. Requiring that an outside firm 

be called in to do this work could very well cause an increase 

in the cost over that which such participant could do such work for. 

-4-
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It should be kept in mind that the aforementioned management 

committee, composed of all purchasers, would approve any plans, 

including the hiring of any architect and engineering firm and 

the entering into of any contracts relating to the acquisition 

of the Project. 

(c) The provision regarding bidding of 

construction contracts is unnecessarily restrictive. As stated 

above, the management committee would approve construction 

contract procedures. Since they will have the ultimate 

responsibility for paying for the Project, it is in their best 

interest to permit them maximum flexibility in determining 

whether the most cost effective method of construction can be 

.achieved by public bid, negotiated contract or any combination 

thereof. Since they will be paying the cost, it seems incon­

ceivable that they would decide to negotiate a contract if 
/ 

public bidding would result in a lower cost. In addition, the 

proposed amendment would requiire bidding of all construction 

contracts, even those for which there is only one supplies, or 

one best supplier, for the needed item. It would seem to be a 

very cumbersome and time consuming procedure to require notice, 

waiting periods, submission of a bid, approval of the bid and 

so forth, in such a situation. In addition, in the case of a 

single supplier, his response to a bid request might very well 

be much higher in cost than if the participants were able to 

enter into direct negotiations with such supplier. Finally, 

it should be noted that the proposed amendment sets forth none 

of the procedures for the proposed public bidding. 

-5- E X HI BI. 7~10 ._, 
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The concept of public bidding is appropriate 

that the determination of the most cost effective method of 

constructing such project be left in the hands of the participants. 

2. Amendments to Section 5 of S.B. 253: 

This provision would be absolutely unacceptable. 

The provisions of Section 5 of S.B. 253 are complimentary to 

the provisions of Section 3 of S.B. 253 which requires a county, 

once it has agreed to do so, to continue to finance an electric 

generating project to completion. These provisions have been 

inserted in the Act for a very definite reason. Normally, 

power projects of this magnitude are owned and financed by 

agencies or entities the governing body of which is composed 

of representatives of the purchasers of the output of such 

project. It is the responsibility of such governing body to 

authorize the issuance of bonds from time to time in amounts 

necessary to complete the financing of such project. Were they 

not to continue the financing of such power project, the result 

would be a non-completed, non-operating project and an uncondi­

tional obligation on the part of the purchasers that they 

represent to pay off the bonds theretofore issued. Obviously, 

then, there is a definite economic compulsion on the part of 

such governing body to continue to authorize the issuance of 

bonds until the power project is completed. To the best of 

our knowledge, the White Pine Project will be the first such 

project ever financed under an industrial development revenue 

bond law. Financing of electric power projects under an 

E X H l•B I 1.-.,-... l, _ 
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that the governing body of a county is not under the same 

economic compulsion as the governing body of an agency or entity 

of the type described above. The members of the County Commission 

do not represent purchasers of power from the Project nor does 

the County have any economic interest or liability in a power 

project or the bonds issued or to be issued to finance such project. 

Therefore, absent a contractual obligation, a county could, with 

impunity, walk away from a half completed project, and leave the 

participants in such project with nothing but an uncompleted 

project and an unconditional obligation to pay for the bonds 

previously issued to finance such uncompleted project. The 

possibility that this could happen has two effects: first, no 

utility would be willing to participate in a project, and; second, 

·no one would purchase bonds for a project which could so easily 

be abandoned. For these reasons, it was felt absolutely critical 

to the Project that the County be empowered to agree, at the time 

of the initial issuance of construction bonds, to continue to 

finance the Project to completion. This insures the participants 

that there will be financing available to complete the Project 

and also insures the purchasers of bonds that the Project will 

be completed. Nevada law is such that we believe that if a 

county is given, by statute, the power to agree to complete 

the financing of a project, then, if a county does so agree, 

such agreement is enforceable. However, we also believe that, 

absent specific statutory authority to so contract, any such 

contract on the part of a county would not be enforceable. 

-7-
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Therefore, Sierra Pacific is incorrect when it states that 

the County could, without statutory authority, agree by 

contract to continue to finance a project to completion. 

Sierra Pacific's proposed amendment would do away with the power 

on the part of a county to contract to complete the financing 

of a project and instead give the county the right to be "freed" 

of the project at any time, whether before or after it was 

completed. Upon such a unilateral disavowal of a project by 

a county, Sierra Pacific's proposed amendment would require 

that each participant in the project be obligated to purchase 

an interest in the constructed portion of the project equal 

to the percentage of the energy such participant had agreed 

to purchase. This buy-out provision is unworkable. The 

·proposed amendments make no mention of when this buy-out is 

to take place, how much each participant would be required to 

pay for its ownership interest, what would be the effect if one 

or more participants were unable or unwilling to comply with 

their bu¥-out obligation, what would be the effect of this 

buy-out on existing contracts or how the participants, who 

would now be co-owners, rather than power purchasers, would 

regul~te the construction, ownership and operation of the Project. 

One of the most serious deficiencies in this buy-out provision 

is the very great possibility that, were it triggered, one 

or more of the participants would be unable or unwilling to 

obtain the funds to purchase its interest in the Project and/or 

to complete the construction of its interest in the Project. 

Presumably, were this provision triggered, the buy-out would 

have to take place immediately in order to prevent a default 

-8- EXHIBIT 
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in payment of the bonds previously issued to finance the 

Project. Each participant would, therefore, have to immediately 

obtain the funds to purchase its interest. It is very doubtful 

that the larger participants would be able to obtain the huge 

amounts of money that would be necessary to purchase their 

interests on such short notice. Obviously, if one or more 

of the participants were unable or unwilling to comply with 

their buy-out obligation, then there would not be sufficient 

funds to pay off the outstanding bonds. Because of this distinct 

possibility, it is very doubtful that bonds could be sold to 

finance a project if this buy-out provision were in effect. 

Another serious defect in this provision is that, were it 

triggered, the relationship of the participants would be 

drastically altered. They would go from purchasers of power 

from a project to co-owners of such project. This would probably 

result in, among other things, changes in the method in which 

they report, for financial purposes, their participation in 

the project. As power purchasers, their participation in the 

project would probably be carried "off balance sheet". As co­

owners, their participation would probably have to be reflected 

on their balance sheets. This could cause drastic adverse 

changes in their financial conditions. 

It seems very odd to us that Sierra Pacific, who 

has indicated an interest in participating in the Project by 

agreeing to paying ten per cent of the costs of the preliminary 

feasibility studies, would want to see a provision of this type 

inserted in S.B. 253. By doing so, Sierra Pacific is in the 

incongruous position of advocating that, as a 2articipant 
I: XHlBlT 
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in the Project, it would prefer to be subjected to the 

uncertainty and jeopardy indicated above, rather than being 

able to rely on an agreement of the County to continue to 

finance the Project to completion. 

-10-
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3. Amendments to Section 6 of S.B. 253: 

This proposed amendment is totally unacceptable. 

It seeks to affirmatively empower the State to, at any time, 

impair the rights of bondholders and participants in a project. 

In short, the bondholders and participants would be at the mercy 

of the State and could find, at any time, that their rights had 

been taken away. It is questionable that, in light of the 

contract clause in the United States Constitution, such a 

provision would be constitutional. However, in any event, this 

provision is an absolute guarantee that no bonds could be sold 

and that no utility would participate in the Project. Again, 

as a potential participant in the. Project, it seems odd to us 

·that Sierra Pacific would propose an amendment which would permit 

the State to take this action. 

The buy-out provisions of this proposed amendment 

are subject to the same deficiencies discussed above under 

Paragraph 2. In addition, it should be noted that here, the 

buy-out is only at the option of the participants. This, of 

course, is no protection at all for the holders of bonds. 

4. Amendments to Section 7 of S.B. 253: 

Contracts let in respect of a project should not 

be subject to the same requirements as any other·county contracts 

for the reasons discussed above under Paragraph l(e), namely, 

these contracts do not involve general county funds. 

-11-
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5. Amendments to Section 10 of S.B. 253. 

This amendment, by deleting clause (c) of para-

graph 2 of N.R.S. 244.9196, has the very unfortunate result 

of removing from the definition of a "project" facilities for 

the furnishing of electricity. In short, this deletion, rather 

than clearly defining a project for the generation and trans­

mission of electricity, removes such projects from the list 

of types of projects that a county may own and finance under 

the County Economic Development Revenue Bond Law. This, of 

course, means that the County would have no power to so own 

or finance the Project. 

In addition, the deletion from the definition of 

a project for the generation and transmission of electricity 

of leases and rights to take water or fuel means that a 

county, as part of such a project, could not own or acquire 

or finance such leases or rights. This leads to the obvious 

question of where the fuel and water for the project would 

come from. It is obvious that a power plant without fuel 

or water is useless and therefore the right to acquire fuel 

and water must be included as part of an electric project. 

-12-
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6. Amendments to Section 12 of S.B. 253. 

The first proposed amendment, restricting the 

location of out-of-county portions of a project to only 

transmission lines, is unnecessarily restrictive •. Among 

other things, since coal for the Project will come from 

Utah, portions of the Project relating to obtaining such 

coal and transporting it to the Project site may have to be 

located outside of White Pine County. (The same may be true 

regarding water transportation facilities). 

The second proposed amendment, requiring that all 

bonds be sold at public sale, rather than guaranteeing the 

lowest cost of money may very well have the opposite effect. 

.In addition, our experience is that the great majority of 

bond issues for public power projects are sold upon a negotiated 

rather than public bid basis for the simple reasons that not 

only is this the only practical way that issues of this size 

can be sold, but also selling on a negotiated basis in fact 

in many instances results in the lowest cost of money. 

Again, the proposal amendment appears to be unnecessarily 

restrictive and unwarranted. The management committee, 

composed of participants in the project, will have approval 

and authority over the methods chosen to sell each series of 

bonds issued to finance the Project. These participants 

should have the flexibility to determine whether to sell a 

particular series of bonds on a negotiated or public bid 

basis. Again, since they are responsible for paying the 

-13-
E XHISIT 

748 



I 

I 

- -
costs of the Project, it would appear only logical to permit 

them to determine, in a particular case, which is the most 

advantageous method to use. Restricting the sale of bonds 

to public sales only may very well mean that a particular 

series of bonds cannot be sold or that, if it is sold, it 

will be sold at a much higher interest cost than would be 

the case had the bonds been sold on a negotiated basis, resulting 

in a higher cost power. 

-14-
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7 . Amendment s to Section 17 , subsection 2 (g ) of S. B. 253. 

This amendment would take away the right of a 

county to require, as a part of a power project, fuel and 

water. The defects in this proposal are discussed above 

under Paragraph 5. 

-15-

C' ,, • . ' 



I 

I 

I 

- -
8. Amendments to Section 17, subsection 2 (j). 

The deletions contained in the amendment would 

prevent a county from (i) financing or making impact payments 

to alleviate the increased demands in municipal services 

caused by a project or (ii) financing pollution control 

equipment for other entities to minimize pollution in the 

vicinity of the project caused by the simultaneous operation 

of the project and such other entity. Both of these proposed 

deletions are unacceptable. 

The first deletion takes away from White Pine 

County a means of insuring that adequate governmental services 

are provided from the beginning of the construction of the 

Project. The rationale given by Sierra Pacific for prohibiting 

impact payments is that taxes generated during the course of 

construction of the Project should be sufficient to provide 

for these services. This is probably not the case. The 

greatest impact from the Project will probably be during the 

initial stages of construction. It will be during this 

time that, because of an influx of construction that the 

greatest increase in demand for governmental services will 

be experienced. Yet it is also the case that during this 

time the Project, because it is only in the initial stages 

of construction, will be generating the least amount of 

tax revenues. Hence, tax revenues will probably not be 

sufficient to alleviate such impacts. In order to protect 

-16- EXHIBIT 1 t-6·'L1 
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White Pine County, there must be a means to provide "up 

front" money to take care of these impacts. The California 

participants in the project have agreed to the mechanism 

currently contained in Section 17 of S. B. 253 for alleviating 

these impacts and have agreed to pay their share of such 

impact payments. It seems odd that Sierra Pacific, a Nevada 

Utility, who has expressed such concern over the consequences 

that the Project will have on the County and the State of 

Nevada, would propose to take away this benefit for White 

Pine County. 

The removal of the right to finance pollution control 

facilities for other entities may very well mean that the 

Project will not be able to meet environmental standards 

and therefore cannot be built. The Project will be located 

near Kennecott's facilities in White Pine County. If 

Kennecott were to continue to operate such facilities at 

their current levels of emissions, then when these levels are 

combined with the emissions of the Project, the resulting 

pollution may exceed permissible levels. Therefore, the 

only way the Project could be built would be to lower the 

levels of pollution at the Kennecott facility, through the 

installation of pollution control facilities, so that the 

combined levels of pollution will meet permissible levels. 

In this situation, removing the power of the County to provide 

-17-
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these facilities means that the Project could not be built. 

The California participants in the Project have agreed to 

the financing of such pollution control facilities, and, 

again, it seems odd that Sierra Pacific, a Nevada utility, 

would propose removing from the County the power to insure 

that the overall pollution levels in the County were held 

to a minimum. 

-18-
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9. Amendments to Section 18, subsection 2. 

These defects in this proposed amendment are 

discussed above under paragraph 1 (a). 

-19-
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11. Amendments to Sec. 22, Subsection 3 of S.B. 253. 

This proposed amendment is unacceptable because, 

among other things, it purports to grant review and approval 

authority over the Project in three named Nevada departments 

without specifying exactly the extent of such authority. 

The defect in this is discussed above under Paragraph 1. 

The participants in the Project have never felt 

that they did not have to comply with applicable permit, 

license and approval requirements. Nothing in S.B. 253 

indicates that they do not have to so comply. The provisions 

of Subsection 3 of Section 22 are commonly found in industrial 

development statutes and relate to financing of projects 

only. 

-20- E XHIB\1 
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12. Amendments to Section 25 of S.B. 253: 

These provisions for recapture are unacceptable. 

The suggested amendments would permit, at some time in the 

future, up to fifty per cent of the output of the Project to 

be taken by Nevada private utilities. In general, for bonds 

issued to finance the Project to be exempt from Federal 

income taxation, no more than twenty-five per cent of the 

output of the Project, including recapture rights (whether 

such rights are to increase an allotment under a power sales 

contract or to increase the output taken by purchasing an 

individual ownership interest in the Project} may go to 

private utilities. Obviously, the provision would, on its 

.face, prevent any bonds issued to finance the Project from 

being exempt from Federal income taxation. 

EXHIBIT 
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SIERRA PACIFIC POWER C01PANY 

I would like to take a few minutes to respond to the connnents of 

Bond Counsel of White Pine County to the proposed amendments by Sierra Pacific 

to SB-253. 

In our opinion neither Los Angeles Department of Water & Power nor 

White Pine County have offered any solutions to the problems we originally 

brought to the attention of the Legislature during the course of the first 

hearings on this bill. 

The following are responses to these corrnnents: 

Page 1 

The inference has been made that the proposed changes in the Colllty Economic 

Development Bond Act (Senate Bill No. 253) was drafted with the support 

and approval of all the participants in the project. I would like to clarify 

for the record that Sierra Pacific was not asked nor did we participate in the 

drafting of Senate Bills 253 or 254. 

Page 2 

I fail to understand how our proposed amendment to include the Public Service 

Connnission of Nevada jurisdiction over the project would in any way expand the 

powers of that regulatory agency. 

Our proposed amendment simply states that we would expect the PSC to exercise 

the same jurisdiction over the White Pine Project as they would over any private 

utility in the State of Nevada who constructs a power plant project. 

Existing Nevada revised statutes would apply to County projects as they now 

apply to any private utility, should our recommended amendment be adopted. 

E XHIB/T 2 -~ 
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Page 3 

Reference has been made that a management committee, made up of the participants 

in the project, will supervise the construction and operation of the project. 

Sierra Pacific has not been advised as to how the conmittee would be structured 

so as to protect minority participants or Nevada rate payers. 

Page 4 

This page discusses our proposed amendment of selecting a nationally recognized 

architect/engineer to design and manage the project. 

On page 4, the inference is made that the participants would insist on such a 

condition. Should this be the case, there should be no disagreement that·it 

be retained as proposed. 

Page 5 

We see nothing restrictive in our proposal that all construction contracts be 

bid. This is an accepted and common procedure in the utility business. 

I would also like to point out to you that in reviewing the California Bond 

Law, we have found it specifically provides that all items over $10,000 

shall be bid. 

Page 6 

Our amendment to Section S of SB-253 provides a means for the County to 

extricate itself from being forever bound to issue additional securities for 

the project. Our Bond Counsel has stated that the language proposed in 

SB-253 was extraordinary and should be considered only if absolutely necessary 

to accomplish the objective of the State. He knew of no such provision having 

been adopted by any other State. He also stated that such restrictions are I contained in the purchase agreements of the participants. 

EXHIBIT 
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We must remember that the bond-holders of such securities are highly sophisticated 

financial people representing primarily insurance companies, banks, trusts and 

other financial institutions. 

deem necessary. 

They can insist on whatever provisions they 

In checking California Bond Law, we were not able to find such provisions. The 

provisions and tenns for a buy-out by the participants present no difficulty 

to Sierra and should be worked out in the purchase agreement. / Our financial 
I 

and resource planning would be made to accommodate such a provision. 

Page 9 

The next to last paragraph on page 9 discusses financial reporting and off-

balance sheet financing. Our Independent Auditors - Coopers & Lybrand - state 

that a purchase power agreement as proposed commits a utility to the payment of 

principal and interest just as effectively as issuing bonds and so should be 

included on the balance sheet as though it were a bond. The Financial Accounting 

Standards Board and the Securities Exchange Commission feel strongly about the 

subject and the rating agencies consider it as a balance sheet item in arriving at 

ratings. 

Our proposed amendments to Section 6 propose to relieve the State from forever 

prohibiting changes in the Bond Act with regard to a project. The same state-

ment as County liabilities apply. Furthermore, we have reviewed the California 

Bond Act and find no such a provision exists in that act. In fact, quite a 

number of amendments have been adopted by the State of California and I am 

unaware of any inability of California counties to issue additional securities. 
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Page 12• 

The clause "C" of Section 10 was inadvertently omitted. 

The water rights leases referred to are covered in Section 17, Subsection 2 (g) 

which provides for the acquisition of water resources and rights thereto. 

We feel fuel is inapplicable since it is an operating cost of the project 

and not part of the cost of construction. 

Securities should be issued by competitive bid. It is not W1common to issue 

public power securities by competitive bid. In 1978 the Washington Public 

Power Supply System issued $1.210 billion competitively ..• $180 million of that 

4 

in December 1978. Lower Colorado River Authority issued competitively $48 million; 

State of California, $150 million; State of Pennsylvania, $183 million and 

State of Nevada, $44.5 million. In addition, the majority of private utilities 

go competitive. For the protection of CoW1ty Commissioners, such a provision 

should be included in order to avoid any criticism. 

Page 15 

This proposed amendment would permit acquisition of water resources and water 

rights rather than deny the CoW1ty the right to acquire such resources. 

Page 16 

As I have previously stated, we are concerned about the control of both construction 

and operating costs of such a project and we have an obligation to our customers 

to keep them as low as possible. 

Section 17, Subsection 2 (j) is in effect a blank check, with no control as to 

arnoW1t or entity participating who could make demands on the project. 

EXHIBIT 
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These impacts can be addressed by taxes generated payable to the County during 

the course of construction as is being done for Humboldt and Pershing. Advance 

payments against future taxes can be arranged without difficulty. We have 

calculated that such taxes would generate $44 million during the course of 

construction. 

With respect to Kennecott pollution control facilities, our environmental people 

who have followed the project infonn us that it would take $50 million in 

capital expenditures to meet existing air quality standards. Operating costs 

which would have to be borne by the project would run several million a year. 

Then, in order to build a power plant, further scrubbing equipment would have 

to be constructed to maintain these standards, since even with scrubbers, a 

power plant does have emissions. All these costs are proposed to be borne 

by electric customers. 

By way of information, the County can, under present statutes, issue tax-exempt 

pollution control bonds with Kennecott - such costs would then be borne 

by Kennecott customers throughout the world not just by the customers of 

this project. 

Page 20 

The amendment we have proposed would merely place the project under the same 

regulatory requirements applicable to Nevada utilities. Since County Bond 

Counsel states they felt they would have to comply, there should be no 

objection to including this provision. The reference to Nevada Revised 

Statutes specifically defines the extent of authority. 

5 
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The provisions outlined do not prevent the issuance of true-exempt securities. 

The project would provide outright ownership of 33% to Nevada utilities and 

67% by the true-exempt project. A 25% portion of the 67% would he made available 

to private Nevada utilities, thus giving 50% ownership to Nevada (33% + 25% of 

67% or 17%). In no way would the true-exempt status be' endangered. 

In response to the request of Senator Kosinski on April 5, we have obtained 

an opinion from Rueben Goldberg, of the law firm of Goldberg, Feldman and 

Letham, P.C., Washington, D. C. regarding (1) whether Nevada may regulate 

sales for resale of electric energy in interstate commerce by a municipality 

of the State, and (2) whether any federal or state regulatory agency will have 

jurisdiction over the rates at which the County makes sales for resale to 

Nevada wholesale customers. The opinions are: 

1. It is our opinion, therefore, that the State of Nevada is prohibited 

from exercising regulatory jurisdiction over the sale of electricity 

for resale in interstate commerce hy White Pine County, Nevada to 

the Department of Water and Power of the City of Los Angeles, 

California. 

2. The answer is that no federal or state body will have ratemaking 

jurisdiction over such (intra-state) sales. 

I have attached copies of his remarks for your review. 

6 
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S•a. 4. 

-

Proposed Changes 

AMENIH:NTS TO SB 253 
SIL:ltRA PACIFIC POWER ca-tl'ANY 

April S, 1979 

l'a~e .1.. of II 

Explanation 

A aounty may issue bonds to finanae solely 

-

Should a projact not davalop after the completion 
of atudie1 financed by the County, wa balieve the 
propo1ed law provide• for the repayment of the bonds 
iaaued over their life, We feel that since the 
co11Dit11ent for auch atudiea would be small coaparod 
to the total project co1t1, all participants should 
be required to pay tha total co1ta of auch studies 
within one year, and raliava the County of any 
oblige tiona. 

The present propoaad act doea not provide for 
any federal or atata raaulation over these 111t1ttara • 

. All arrana••nta ahouH haft prior approval by the 
Nevada Public Service Co-1a1lon ju■ t aa ia required 
today of privataly owned utllitiea. 

The operation of a Nevada electric generating 
facility by a Navada public utility insures the 
control of operatina coat■ by the Nevada Public 
Service Co-iaaion aa wall•• adharenca to othar 
Nevada state reaulationa. 

Becau1a of .tha ••anitude of the projact, it 
ia eeaential that coata be affectively controlled 
since it impacta on the ratel to be chargad Nevada 
conaumera. It ii therefor• i•parativa that an 
experienced architact-enatnaar be retained to 
insure the deaian of a reliable and efficiant 
project, It ia an equally aound buaineaa practice 
to insure affective coat·controla by co•petitively 
biddina all -t•riala and conatruction. 

-

t­

m 

:c: 
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Proposed Chan~s 

-

-

1'.MF.NIH':NTS 1'0 SB 253 
S11:RRA PACIFIC POWER CDtl'/\NY 

Apri 1 S, 1979 

(or 
for 

-

l'ag,· !:._ of 11 

Explanation 

We do not believe the County or the State should 
be unconditionally co-itted to a project. A county 
should be aiven the flexibility of being freed from 
all oblication• of• project et any time it desires. 
Our bond couneel, lutak, Rock & Huie, have informed 
us that tha lanau•a• propo•ad in SB 253 la 1101t 
extraordinary and ahould ba conaiderad only if abao­
lutely nece•••ry to acc011pli•h objectives vital to 
the State of Nevade. 

-
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l'roposed Changes 

-

-

J\MP.NIJ.11::NfS TO SB 253 
SIERRJ\ PAClPIC rol\l.:R OJ.1PANY 

April S, 1979 

-

Explanation 

lf the Stata ahould adopt the propoaod legislation 
and subsequently dillcovar it baa erred end n modification 
1e required, it llhould not be precluded Crom making ouch 
aodlfication. In order to protact the participants iu 
the project and their aacurity holders, the p11rticip1111u 
should have tha option of purchaaing the then-con11tructed 
portion of tha project. 

-

I-



AMl:NlJ.IUNTS TO SB 253 
SIERRA PACIFIC JUWER co.tPANY 

April 5, 1979 

Proposed Chan~s 

Seo. ?. The board of count, commissioners may enter 
into any contract, teas• or oth•r agr•ement or transaction 

-

appropriate to carry out th• prooieions of NRS 344.9191 to 
144.9119, inotueioe, and e•ctione I to?, inctusioe, of this 
aot •o•n though it ••tend• b•rond th•ir terms of offic•. 
l, .,Hhout utting forth in d•tait in any notice the proposed 
terms or conditions thereof.) 

-

- -

!?q,Innation 

bj Contract•, 1••••• or other •araementa should be 
su ect to the sa■e require■ents as any othar county 
contract. 

-

I-



1'MENl.f.lEN'l'S TO SB 253 
SIERRA rACIFIC JUffiR OJ.IPANY 

April S, 1979 

Proposed Changes 

Sec. 10. NRS 244.9196 is hereby amended to read as 
follows1 

244.9196 "ProjectN means: 
1. Any land, building or other improvement and all real 

and personal properties necessary in connection therewith, whether 
or not in existence, suitable for manufacturing, industrial, 
warehousing or research and development enterprises. 

2. Any land, building, structure, facility, system, 
fixture, improvement, appurtenance, machinery, equipment, or 

&ny combination thereof or any interest therein, used by 
Wny individual, partnership, firnt, company, corporation (includ­

ing a public utility), association, trust, estate, political 
subdivision, state agency or any other legal entity, or its 
legal representative, agent or assigns, 

(a) For the reduction, ·abatenient or prevention of 
pollution or for the removal or treatment of any substance 
in a processed material which otherwise would cause pollution 
when such material ls used. 

(b) In connection with furnishing of water if available 
on reasonable demand to 111en,bers of the general public. 

J. Any undertaking t•y a public ut 11 lty, in addition 
to that allowed by subsection 2, which is solely for the purpose 
of making capital improvetnE·nts to property, whether or not 
in existence, or a public ~tility. 

4. In addition to th, kind• of property deacribed in 
subsaction 8, if the proJeat is for the ge11eration and trane­
miesioh of electricity, the snsration acilities shall consist 

one or more eneratin ten ocate 

- • 

fixplanation 
• 

We believe that the propoHd l•w 11hould clearly 
define• project and unallbtauouely state that the 
project ii ■ubJect to the provilion• of the Nevad11 
!nviroll!Hntal Protactlon Act. 

-
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MtENlf.1ENTS TO SB 253 
SIERRA PACIFIC rowl:R CCNPANY 

April S, 1979 

Proposed Changes 

Sec. 12. NRS 244.9198 i■ hereby amended to read as 
followss 

244.9198 In addition to any other powers, (which it 
may now have,) each county (shall have) haa the following 
powerss 

1. To finance or acquire, whether by construction, 
purchase, gift, devise, lease or sublease or any one or more 

Af such 111ethods, and to ianprove and equip one or more projects 
Wt" parts thereof, which {shall) ehatt (except as otherwise 

provided in this ,subsection mustri;e-located within this 
state, and which may be located within or partially within 
(such) (that) ouch county. If a proJect ia for the generation 
and transmisaion of steotrioit11, ont t1ie electrical tranomia­
eion tines ma be located outeid• o t e count w 

an • OONn II •••• t necesaary o oonnec 
• pro eo v th faoitttt,, tooated outside this ,tats. a 

part of the proJoct noo,,ea.ry for that inter-conneotion may 
be tooatsd outside thi, etate.) 

2. To finance, sell, lease or otherwise dispose of 
any or all its projects upc•n such terms and conditions as 
the board considers advisable. 

3. To issue revenue bonds for the purpose of financing 
or defraying all or any por·tion of the cost of acquiring, 
improving and equipping any project as set forth in NRS 244. 
9213. Alt such aecuritiee ehatt be issued on a com stitivs 
bid bas~s an o t • t e oweet 
money. 

4. To secure ••••• (to end of Section 12). 

-

- -

Explanation 

Thi• provi1ion ineure1 that tha generation 
facility a11ociated with the project ■uat be 
located within the county provldina tha financing. 

For aaneration projects involving ■aaaive 
financing, we ■ trongly ura• thi• requira■ent 
ba included ln whatever atatuta is rtnally agreed 
upon, Thie 1• the only way all future cuatomera 
can be a11urad of the loveat poaeibla coat of 
■oney. A difference of one-tenth of one percent 
in tha bond int•r••t rate on a $2 billion project 
would coat conaumera $2 ■lllion additionally per • 
:,aar or an additional $70 ■llllon over th• life 
of the project. Si■llarl:,, a difference of 
one-quarter of ona percent, vhich would not 
be unc01m0n, vould co1t con11111er• an additional 
$S ■lllion par :,ear, or $175 ■1111on over the 
life of the project. 

l':1/'.l' 2. Ul 11 
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AMENIJ-k.NfS TO SB 253 
SIERRA PACIFIC rowER altl'ANY 

· April S, 1979 

Proposed Changes 

Sec. 17, Subsection 2(91 

(g} Aoquisition of water re•ouroes and rights thereto 
(, faoitities and auppit..Tsio}, inoluding rights thereto, 
for fuel, fuel transportation and water)1 

- Sec. 17, Subsection 2(j) 

((h)) (j) 1\11 other necessary and incidental expenses(.) 
l, inoluding expenses inourred to assist in meeting the financial 
demands placed by a proJeot upon the population of, or services 
furniahed br, thi• atate, a oountr. oity or town, or any 
politioat subdivision, agenor or dietriot thereof or oreated 
thereby, ·a11d capital oontrlbe,tions made by the county to, 
or faoitities provided by the oounty for the use of, any 
oorporation or other legal entity to minimise pollution in 
the vioinity of the proJeot, if that pollution relates to 
the simultaneous operation, of the project and the corporation 
or other legal entity in those areas}. 

-

- -

Explanation 

W• bdieve that 
remote from th• projc 
defined and •hould b, 
operator of the fact: 

Financlna ahould be llalted to the construc­
tion of plant facillti••• Tax•• a•n•ratad during 
th• cour•• of oonetructloa ehould be 1110re than 
•d•quat• to conr the l•p•at• oe. aovernmental 
entltl••• 

l'aJ~l' f Of 11 
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Proposed Changes 

Sec. 18, Subsection 2 

-

-

AMf.NIMiN'fS TO SB 253 
SIERRA PACIFIC rowER C,'(MPANY 

April S, 1979 

-

l'ap,t• ~ of \\ 

Explanation 

The operation of a Nevada electric generating 
facUit7 by a Nevada public utility tnsurea the 
control of operatina coat, b7 th• Nevada Public 
Service co-ie1ion a1 well al adherence to other 
Nevada atat• reauletiona. 

-
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AMENIJ1ENTS TO SB 253 
SIERRA PACIFIC ~R CXMl'ANY 

April S, 1979 

Proposed Chanaes 

Sec. 20, Subsection 2 

2. If the proJect ie for the generation and transmi·e­
.Ai.on of electricity, the cou"tll [i"anoing the proJect may 
W,,quire la11d or rights of .,ay (for tranamiseion facilities,) 

for the transportation of fuel or water, or for production 
facilities within such oou"t and •a ac uirs land or ri hts 
o wa or tranefuission ac tee wt in an ~it out ea 
county y tie e%eraise o con emnat on t roug 
domaln, unless the propert11 to be acquired io 
otherwi•• eubJect to u•• or oontroi b1 public 
within th• etate. 

-

- -

E!q>lanation 

The county ehould not be able to locate a 
generatina project in another county through the 
use of eainent d011ein. Under the proposed SB 253, 
a county can obtain lenda throuah condemnation 
in any other county in the state, 

-
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MIENIJ,ffifSTOSB ZS3. 
SIERRA PACIFIC AJfER CXMPANY 

April 5, 1979 

Proposed Changes 

Sec, 22, Subsection J 

J. The provisions of no other law, either general or 
local, except as provided in NRS 244,9191 to 244.9219, 
inclusive, (shall) and ••otion• I to ?1 inoluoive 1 of 

.Whi• act apply to doing of the things authorized in (HRS 
,..44.9191 to 244.92\9, inclusive,) thoae aectlona to be done,' 

e:ce tln i a ro eat i• or th• eneration and tranamiaaion 
ect to 

, o . no Uf ••. an no 
bureau, conunlsslon or ohldal no£ designated in (HRS 244. 
9191 to 244.9219, inclusive, shall have) thooe seotiona haa 
any authority or jurisdiction over the doing of any of the 
acts authorized in (HRS 241,9191 to 244.9219, inclusive,) 
tho•• aections to be done* exc•pt as otherwise provided in 
(NRS 244.9191 to 244.9219, inclueive.J thoae aections.J 

-

- -

!:xplanation 

We believe it should be clearly stated and 
undentood that the project •hall fall under 
the jurisdiction of the appropriate state 
resulatory aaanci••• 

l'ag{• lo of \\ 
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Proposed Changes 

Sec. 24. NRS 704.892 is 
704.892 (When) (E~cept 

N,lf.Nlt.ffiNfSTOSB253 
SIERRA PACIFIC rowER mtPANY 

April S, 1979 

When application is made ~b~y--=a_:.;..:;;.;.=-=--~..:..c;...c..;,..:..c:........,........,-"P'!'~....-.::-::c---­
state electric utilit or an 

I 

- -

l'af!e l!_ of 11 

Explanation 

P. We believe that tlMt future of the Stat• of 
Nevada depend, upon careful ra1ulation of the 
development of our valuable natural resources 
110 a11 to provide the people of Nevada wl th a 
reliable, efficient and inexpensive source of 
pover. In order to accoapli1h thl11 aoal, it , 
la eeeeatial to provide for th• recapture and , 
reciprocity of tho1a re11ource11 exported fro~ 
thll 1tata. 
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