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Decision No. 54563 @R ﬁ@m@lﬁ.

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOENIA

Ih the Matier of the Application of

SOUTEWEST GAS CORPORATION _
Application No. 38742
for authority to issue bonds, (and Amendment)
debentures and common stock

and to refund certain long

tern debt. o

R S o A g G S

This is an application for an order authorizing Soutﬁwest
Gas Corporation to execute trust indentures, to issue first mért—
gage bonds, debentures and shares of common stock in exchangc%for
sécurities of Nevada Southern GaS-Company and in order to finance

the cost of additions and betterments.

In this decision, Southwest Gas Corporation will be
referred to as Southwest and Nevada Southern Gas Company as

Nevada Southern.

Nature of Operations

Southwest and Nevada Southern are public utility corp§ra-
tions engaged In the business of selling and distributing natu:al
gas, the former in portions of San Bermardino County, California,
and the latter in and abdeut Las Vegas, Nevada. Mzny of the |
officers, directors and superViso;y employees are the samé; s§me
of the securities of both corporations are held by the same
interests; general office‘faciiities and administrative expenscs

ere shared; the records of both corporations are kept in

Los Angeles.




’ The followlng tabulation shows the revenues, investment
and number of customers of the two corporations:
Nevade
Southwest  Scuthern
Revenues EJ'an.-Nov. 1956} $ 736,051 $1,178,862

Net income Jan.-Nov. 1956) 53,775 72,234
Net gas plant (Nov. 30, 1956) 1,472,367 2,097,145
Nunber of customers - approx. ‘ 7,000 10,000

Proposed Mergor

The application indicates that the officers and directors
of the two corporations ﬁave concluded to place the propertics and
operations under one ovnership. Accordingly, subject to receiving
appropriate authorization from the Commission, anplicant intends to
enter into an agreement of merger whereby Nevada Southern will be
merged into Southwest and the latter, as surviving corporatiom,
will succeed to all the assets and liabilities of the constituent
companies and will issue its securities in exchangg for existing

securities.

Capital Structure

The capitalizotion of the two corporations, as of

Novemder 30, 1956, as adjusted to give effect to subsequent trans~

actions, is shown in the following tabulation:

Nevada
Southwest Southern
First mortgage bonds - .
4% Series due 1973 $ 317,000
5% Series due 1981 450,000
L=3/4% Series due 1579 - $1,200,000
5% Series due 1981 ' 750 .000
Total first mortgage donds '§7737,OOO 1,950,000
Preferred stock -
6% First preferred - 400,000
Common stock - S
Shares - $1 par 120,970 117,330
Book value $ 7.66 $ 5.46
Market value (Dec. 31, 1956)
Bic $  10.00 & 6.625
Ask ' 10.50 10.125
Annual dividend .60 .60
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Issue of Stock

Under the terms of the merger agreement, ecach share of
common stock of Nevada Southern will be converted into one share

of cormon stock of Southwest. Zach chare of the 6% First‘Preferred

Stock of Neveda Southern of the par value of £$20 ecch will be con~

verted inte $520 principal amount of 6% Subordinzted Sinking.Fdnd

Debentures due Japuary i, 1977.

Issve of Bonds

As to the secured debt, it appears that the first morfgage
bonds of the two corporations are held by The Mutual Life Insurance
Company of New York, which company, under the lateét bond sales
agreements, has options to purchase 11,000. additional common shares
of Southwest at $10.91 a share, 10,000 shares of common stock of
Nevada Southern at $6 per share and 11,000 shares of éommon stock
of Nevada Southern at $10.91. The options were granted 2s part

consideration for the purchase of the vonds and extend to 1968.

It appears that the béndholderlis desirous of having the
presently .outstending bonds of the two corporations secured by}dne
indenture and that arrangements therefbreihave been made for thé
execution of an indenture supplemental to Southwest's present
indenture, which will accomplish tkis objective and which will

create a new series of bonds.

In completing the merger, it is proposed to convert
$120,000 of Southwest!s present First Mortgage Bonds; 5% Series
" due 1981 and $180,000 of Nevada Southern's present First Mortgage
Bonds, 5% Series due 1981 a2t dollar for dollar into the new series,
vhich will be kmown as the First Mortgage Bonds, S%VConvertiblev
Series due 1981l. The remaining $330,000 of Socuthwest's 5% bonds
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and the $317,000.0f 1ts 4% bonds, will continue outstanding and
the remaining $570,000 of Nevada Southern's 5% bonds 2nd the
$1,200,000 of Nevada Southern's 4-3/4% bonds will be reissued as

bonds of Southwest.

The new series of ¢convertible bonds now heing ereated will

not be redeemadle prior to December 1, 1968, will noé'be entitled

to the benefits of any sinking funds, or renewal or replacement
funds prior to such date and will be convertible at the optioh of
the bondholder Ifrom Decexber 1, 1958 and on or before Ndvember 30,
1968 into shares of common stock at a conversion price of $9.375

a share, subject to adjustment of the conversion price in the event
of the subdivision or combination of outstandihg sheres, the issu-
ance of additional common shares without consideration or for a2
conslderation per share less than the conversionm price, reclassifi-
cation of outstanding shares, consolidation, merger, sale or éon—
veyance. The new scries of bonds arises from negotiations with
the insurance company which resulted in the insurance coumpany
relinquishing its stock options and accepting instead the noncall-

able and conversion features in the new serics of bBonds.

Pro Forma Statement

A pro forma balance sheet, as of Decemder 1, 1956,
reflecting the merger of the properties and the issue of

securities is a2s follows:
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Assets

Gas plant, less reserves -
?outhwegt 81,472,367
Nevada Southern 3,097,145
Total gas plant . 94,569,512
Other physical property 15,047
Current assets \ 780,305

Deferred charges : 183,341
Total $5.548,705

.Liabilities and Capital

First mortgage honds - .
L% Series cue 1972 $ 317,000
L=3/4L% Series due 1979 1,200,000
5% Series due 1981 900,000
5% Convertible Series due 1981 300,000 '
Total bonds $2,717,000
Debentures. s 400,000
Current liabilities 691,520
Deferred credits 173,592
Capital -~ '
Conmon stock - $ 275,208
Capital surplus - 984,023
Barned surplus 307,262
Total capital '

1,566,593

Total | $5.548,705

Additional Bonds

Applicant intends and secks authorization to issue andf
sell $450,000 of First Mortgage Bonds, 5% Series due 1981 to The
Mutual Life Insurance Company of New York 2t their face value plus
accrued interest for the purpose of financing further construction
costs. The sale will be made prior to December 31, 1957.

" Information furnished in +this and in Application
No. 38537 heretofore filed with the Commission shows that the
company is engaged in a substantial construction program and taat
it will have need for additional financing to emeble it %o meet

its regquirements.
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Conelucions and Findines

It appears that the merger of the two corpoéations will
result in administrative simplification and in economies in opera-
tions and that the larger company, with its greater assets and
finonelal strength, will enjoy 2 more advantageous position in the
financial commmunity upon which both corporations are dependent for
their large capital requirements necded in their expenslon programs.
The issue of debentures fn place of preferred stock will »esult
in tax savings.

Upon 2 feview of the matter, we are of the opinion, and
so find, that the proposed transaction will not be adverse to the
public Interest, that the money, Property or lebor to be procured
or paid for by the issue of securities herein zuthorized 4s reasen-
ably reguired by applicant corpor tioﬁ lor the purposes specified
aerein, and that such purposes are not, in whole or in part,

reasonably chargeable to operating expenses or to income.

The action teken herein shall not be construed to be a
finding of the value of the properties referred to in this avplica~
tion nor as imdicative of amounts Lo be Zneluded in a future rote

base for the purpose of determining Just and reasonable rates.

The Commission having considered the a2bove-entitled

matter and béing of the opinion that a public hearing is not
necessary and that the application should be granted as herein

provided; therefore,




IT IS HEREBY ORDERED as follows:

1. Southwest Gas Corporation, on and after the offective
date hereof and on or before December 31, 1957, may issue first
mortgage bonds, debentures and shares of common stock in ocmounts

and for purposes as follows:

2. $400,000 vrineipal amount of 20-year 6%
Subordinated Sinking Fund Debentures due
Jarmary 1, 1977, in exchange for z like
amount of 6% Cumilative First Preferred
Stock of Nevada Southern Gas Company.

117,230 shares of its $1 par value common
stock in exchange, at share for share, for
the outstanding &1 par value common stock
of Nevada Southern Gas Company.

£1,200,000 principal smount of First Mortgage
Bonds, 4-3/4% Series cdue 1979, in place of 2
Like amount of First Mortgage Bonds, 4~3/4%
Series due 1979 of Nevada Southern Gas Company.

$570,000 principal amount of First Moxrtgage
Zonds, 5% Series due 1981, in place of a Like
amount ol First Mortgage Bonds, 5% Series duc
1931 of Nevada Southern Gas Company.

$200,000 principal amownt of First Mortgage
Bonds, 5% Convertidle Series due 1981, in
place of $120,000 First Mortgage Bonds, 5%
Series due 1931 of Southwest Gas Corporation
and $180,000 First Mortgage Bonds, 5% Series
due 1981 of Nevada Southern Gas Conpany.

2. Southwest Gas Corporation may enter into an agreement of
merger and may execute an indenture, dated z2s of Janwary 1, 1957,
defining the terms of its 6% Subordirated Sinking Fund Debentures,
waich indenture shall be in, or substantlally in, the same form as
that filed in this proceeding &s Zxhidbit 2 and may execute a third
supplemental indenture, dated 2s of February 1, 1957, supplemental

to its existing indenture of mortgage and deed of trust, which

third sﬁpplemental indenture shall be in, or substantially in,

the same form as that filed in this proceeding as Exhibit J.
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3. Southwest Gas Corporation may issue and sell not to
exceed $450,000 in principal amount of its First Mortgage Bunda,
5% Series due 1981, on or before December 31, 1957, at their
principal amount plus accrued interest for the purpose bf financing

the cost of additions znd Yetterments.

4o Southwest Gas Corporation, from time to time, may 1ssue
1ts shures of common stock in exchange for First Mortgage Bonds,
5% Convertidble Series due 1981, which are surrendered for conver-

sion as provided in said third supplementsl indenture.

5. Southwest Gas Corporation shall file with the Commission
2 monthly report, or reports, as required by General Order No. ZA—A,

which order, insofar as applicable, is made z part of this order.

6. Southwest Gas Corporation shall maintain records so as
to show separately, for its operationc in Californiz, its invest—
rent in plant and the related depreciation reserve, its operating

revenues and operating expenses.

7. The authority herein granted will become effective when
applicant has pald the fee prescribed by Section 1904(D) of the

Public Utilities Code, which fee is $1,900.

Dated at ___San Franciseo , California, this oAS 27 -
“day of %%/f//ﬂ/f// » L9575

TPUBUC UTILITIES COiihidit ¢ ZZW /

! STATE OF CALIFGUNIA e Rl'e"-“i'de'nt
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