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Decision ]:;0.'. 54563 

BEFORE TEE PUBLIC UTILITIES CO~crSSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 

SOUTHWEST GAS CORPO?~~TION 

for authority to issue bonds, 
debentures and common stock 
~nd to refund certain long 
term debt .. 

Application ~ro .. 38742 
(z.nd Attendment) . 

o PIN ION 
..-~-- ...... ---

This is ~ application for an o~de~ authorizing Southwest 

Gas Corpor~t1on to execute t~~t indentures~ to is~e first mort­

gage bonds, debentures and shares of cormn.on stock in exchange for 

securities of Nevad~ Southern Gas Company a~d in order to finance 

the cost of additions and bettcr.mcnts. 

In this decis,1or.., Southwest Gas Corporation'W111 be 

referred to as Southwest ~d lievada Southern Gas Comp~y as 

Nevada Southern. 

N~,ture of Operatio'!"ls 

. ' 

Southwest and Nevada Southern are public utility corp?r~­

tions engaged in the business of selling and distributing natural 

gas, the former in p"rtions of San Bernardino County, Calii"orn1a, 

and the latter in and about Las Vegas, Nevada. M~j of the 

officers, directors and supervisory employees are the s~me; so~e 

of ,the securities of both corpo~~tions are held by the s~c 

inter0sts; gene:-:l1 office facilities and adminizt:-ati7e expen$~s 

~re shared; the recores of ooth corporations ~re kept in 

Los Angeles. 
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.. The folloWing tabulation shows the revenues~ investment 

and number of customers of the two corporations: 

Revenues (Jan.-Nov. 1956~ 
Net income (Jan.-Nov. 1956 . 
Net gas plant (Nov. 30, 1956 
Number of customers ~ approx. 

P:roposed Merger 

Southwest 

$; 736,051 
5.3,775 

1,472,367 
7,000 

N'evad<:.. 
Southe~ 

$1 ,17S, 862 
72,234 

3,097,145 
10,000 

The application indicates that the officers and directors 

of the two corporations hcve concluded to place the properties and 

operz.tions under one o'W'nership. Accordinely, subject to receiving 

appropriate ~uthor1zat1on from the Commission, a~plic~nt intends to 

enter into an agreeI:lent of merger whereby Nevsda Southern 'W'.u.l be 

merged into Southwest and the latter, as surv1~~S corporation, 

will succeed to all the assets ~~d liabilities of the constituent 

companies and will issue its seC"J.r1t1es in exchange for existing 
• 

securi tie s. 

C~pital St~ctur~ 

!he capitaliz~tion of the two corporations, as of 

November 30, 1956, ~s adjusted to give effect to su'bso~~cnt trans­

actions, is shown in the follOwing tabulation: 

First ~ortgage bonds -
4% Series due 1973 
5% Scri~s due 1981 
4-3/4% Series due 1979 
5% Series due 1981 

Total first mortgage bonds 
Preferred stock -

6% First preferred 
Common stock -

Shzres - $1 par 
Book value 
Y~rket val~e (Dec_ 31, 1956) 

Bid 
Ask 

A.."mua1 di Vid.end 
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X;evada 
South~est Southern 

$ .317,000 
450,000 

$1)200;,000 
750,000 

.~ 767,000 $1~950,000 

120,970 
$ 7.66 $ 

$ 10.00 $ 
10.50 

.. 60 . 

400,000 

117,3:30 
5.46 

9 .. 625 
10 .. l25 

.. 60 

) 



· A.;S742 MOe 

Issue of Stock 

Under the tems of-the me::-ger agreement, each shc.re of 

common stock of Nev~da Southern ·~ll be converted into one s~re 

of common stock of Southwest. Each shzre of the 6% First Preferred 

Stock of Nevada Southern of the par value of ~20 ec.ch "f.~ll be :co:o­

verted into $20 pri~C1?al amount of 6% Subordinated Sinking FUnd 

Debentures due Janue.:ry 1, 1977. 

I ssu.e of Bonds 

As to the secured debt, it appe~ars tb..:t the first 1'!lortgage 

bonds of the two corporations are held by The Mutual Life Insurance 

Company of New York, which company, under the latest bond sales 

agreements, has options to purchase 11,000. additional common shzres 

of Southwest at $10.91 a share, lO,OOO shares of co~on stock of 

Nevada Southern at $6 per share ~~d 11,000 shares of common stock 

of Nevada Souther.n at $10.91. The options were granted ~s part 

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

It appears that the bondholder is desirous of hAvL~g the 

presently.outs~ding bonds of the two corporations secu:-ed 'by one 

indenture and that arrange:::J.ents therefore have been made for tbe 

execution of ~ indenture ~pplemental to SouthwcstTs present 

indenture, Which will accomplish this objective and which ~.11 

create a new series ¢i bonds. 

In completing the merger, it is proposed to convert 

$120,000 of Southwestfs present First Mortgage Bonds, 5% Series 

due 1981 and $l80,OOO of Nevada Southernfs present First Mortgage 

Eonds, 5% Series due 1981 at dollar for dollar !nto tne new series, 

Which will be known as the First Mortgage Bonds, 5~ Convertible 

Series due 1981. The re~a1ning $330,000 of Southwest's 5% bonds 
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and the $317,,000 .of its 4% bonds" .. ..rill continue outst~ding and 

the remaining $S70"OOO'of Nevada Southern's 5% oonds and the 

$1,,200,000 or Nevada SouthernTs 4-3/4% bonds will be reissued as 

bonds of So~thwest_ 

The new series of convertible bonds now being created will 

not be redeemable prior to December 1" 1968" Will not be entitled 

to the bener1 ts of any sinking :t't.:nds" or renewal or replc.cet".ent 

funds prior to such date a.~d 'Will 'be convertible at the option of 

the bondholder from December 1" 1958 and on or before Nove=ber 30" 

1968 into shares of common stock at a conversion price of $9.375 

a share, subj ec'c to adjust:lent of the conversion price in the event 

of the subdivision or combination of outs~ding shzres" the issu­

ance of additional common shares without consideration or for a 

consideration per share less th~ the conversion price" reclassifi­

cation of outstanding shares, consolidation, merger, sale or con-

veYaIlce. The new series or bonds arises from negotiations with 

the insuronce company 'Which resulted. in the insurance company 

relinquishing its stock options and acce,ting L~stead the nonca!l­

able ~~d conversion ~eatures in the new series or bonds. 

Pro FOrm? Statement 

A pro forma balance sheet" as of Dece~ber l" 1956, 

ref'lect1ng the merger of the properties and the issue of 

securities is as follows: 
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· A. 33742 More 

A~sets 

Gas plant, less reserves ~ 
SQuth.west 
~; cvada Southern 

Total gas ::t1ant 
Other physical prope:ty 
Current assets 
Deferred c~rges 

Total 

,Liabilities and C~~ital 

First mortgage oonds'-
4% Series c.ue 1973 
4-3/4% Series due 1979 
5% Series due 1981 
5% C'onvertible Series due 1981 
To~ bonds 

Debentures, 
Current liabilities 
Deferred cr~dits 
Capital -

COtllDlOn stock 
Capital surplus 
Earn~d surplus 

Total ca!,i~ 

Toto.l 

Ad9itional Bonds 

$1,472,.367 
3,097,145 

:$ 317,000 
1,200,000 

900,000 
300,000 

$ 275,.308 
984,02.3 
397.262 

~4,569~512 
15,047 

780,.305 
133,341 

$5.54S,705 

$2,717,000 
400,000 
691,,520 
173,,592 

1.566 ,293: 

~5.54.e,705: 

Applicant intends ~~d seeks authorization to issue ~~d 

sell $450,000 of First Mortgage Bonds, 5% Series due 1981 to The 

Mutual Life Insurance Company of New York at their face value plus 

accrued int~rest tor the purpose of financing further construction 

costs. The sale will be made prior to December 31, 1957. 

Information furnished in this ~~d in Application 

No. 38537 heretofore filed with the CommiSSion shows that the 

comp~~y is engaged in a ~~bstant1a1 construction program and that 
, 

it Will have need for additional fir~cing to enable it ~o meet I 

its rec;uirements. 
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Conclusions ~nd Findings 

It appears that the merger of th~ two corpor~tions will 

result in a~~ztr~tive s~p11fication and in economies in opera­

tions and th~t the l~rger co~p~~y, with its greater assets and 

fin~c1al strength, will enjoy ~ more advcntageous position in the 

financial community upon v~ich both corporetions are dependent for 

their large capital requirereents needed in their expznsion programs. 

The issue of d~bentures in plcce of pr~~errcd stock will re~~t 

in tax saVings. 

Upon a review of the mztt~r, W~ ~re of the opinion, end 

so find, that the proposed transaction will not be adverse to the 

public inter~st, that the money, property or labor to be procured 

or paid for by the issue of securiti~s here~~ authorized is rc~son­

ably required by ,applicant corporation ~or the purposes specified 

herein, ~~d that ~~ch purposes are not, ~~ ~hole or in part, 

reasonably chargeable to operating e~enses or to income. 

T.ne ~ctiontaken herein shall not oe construed to be a 

finding of the value of the properties referred to in this a~plica­

tion nor as indicative of a~ounts to be ~ncluded in a futu:e r~te 

base for the purpose of deter.min~~g just and reasonable rates. 

The Commission having considered the aoove-ent1tlee 

matter ~d being of the opinion that a public hearing is not 

nccess~ry and that the ~pp11cation should be granted as herein 

provided; therefore, 
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IT IS HEREBY ORDERED as follows: 

1. Southwest G~s Corporation~ on and after the ¢ffective 

date hereof and on or before Dece~er 31~ 1957, may issue first 

mortgage bonds, debentures and shares of common stock 1n ~o~ts 

and for purposes as follows: 

a. $400~OOO principal amo~t of 20-year 6% 
Subordinated Sinking Fund Debentures due 
January 1~ 1977, in exchange for a like 
amount or 6% Cumulative Fi~st Preferred 
Stock of Nevada Southern Gas Company. 

b. 117,330 shares of it·s $1 par value COIQlon 
stock in exchange~ ~t share tor share~ for 
the outst~ding $1 ~ar v~lue common stock 
or Nevada Southern Gas Company. 

c. $1,200,000 principal amou.."'lt of First l.~orteilge 
Bonds" 1r3/4% Series due 1979, in plcce of a 
like aJ:lount of First lofortg~ge Bonds, 4-3/4% 
Series due 1979 of Nevada Southern G~s Company. 

d. $$70,000 principal amount of First Mortgage 
Eonds" 5% Series due 1981" in p1~ce or a like 
amount of First Mortgage Bonds, 5~ Series due 
1981 or Nevada Southern Gas Company. 

e. $300,,000 principal ~ou.~t of First Mortgage 
Bones, 5% Convertible Series due 1981" 1n 
p1~ce of $120,,000 First Mortgage Bonds" 5% 
Series due 1981 of Southwest Gas CorRor~tion 
and $180,,000 First Mortgage Bonds, 5% Series 
due 1981 of Nevada Southern Gas Co~'D.r..y. 

2. Southwest Gas Corpora.tion may enter into an agreement of 

merger and may execute ~ indenture, dated ~s ,of J~uary 1, 1957, 

defining the terms of its 6% Subordinated SinY~g Fund Debentures, 

wh.ich indenture shall be in, or su'bsta.."'lt1ally in, the same form as 

that filed in this proceeding ~s Exhibit E ~d may execute a third 

supplement.?l indenture, do.ted as of February 1> 1957" supplemental 

to its existing indenture of mortgage and deed of trust~. which 

third supplemental indenture shall be in" or substantially in, 

the some form. as that filed in this proceeding as EXhibit J. 
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J. Soutb:west G~s Corpora.tion may issue and sell not to 

exceed $450,,000 in principal <lO.ount of its :First Mortgage :aond~) 

5% Series due 1981, on or before December 31, 1957, at· their 

principal amount plus ~ccrued interest for the purpose of finaneing 

the cost or additions ~~d betterments. 

4. Southwest Gas Corporation, from time to time, may 1s~e 

its s~res of common stock tn exchange for First Mortgage Bonds, 

5% Convertible Series due 1981, which are surrendered for conver­

sion as provided in said third supplemen"tcl. indenture. 

5. Southwest Gas Corporation s~ll file with the Cocm1ss10n 

a monthly report, or reports" as rc~uired by General Order No. 24-A, 

which order" insofar as applicable, is ~de ~ p~rt o! this order. 

6. Southwest Gas Corporation shall maintain records so as: 

to show separately, for its operation~ in Califor.nia" its invest­

ment in pl~t and the related depreciation reserve, its operat1ng 

revenues and oper~tir.g expenses. 

7. The authority herein graJ:?ted will 'become effective whe:a 

applicant has paid the fee prescribed by Section 1904(0) of the 

Public Utilities Code, whiCh fee is $1~900. 

Com:n1ssioners 
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