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Decision No ___ 7_S_7_25 ___ _ 
ORIG111L 

BEFORE T.HE PUBLIC UTILITIES COMMISSION OF T.HE S~TE OF CALlFORNZA 

In the matter of the Appl~cation ) 
) 

of SOO'rHWEST GAS CORPORATION ) 
) 

for Authority to Issue and Sell ) 
$8-,,000,000 A9'gresatc Principal ) 
Amount of First Mortgage Bonds, ) 
and for Exemption from Competitive ) 
Bid.c1ing ) 

) 

Applieation No. 51006 
Fi1cc1 April 15, 1969 

Charles H. MeCrea, for applicant:,. 
Sidney J. Webb, for the Commission staff. 

OPINION - .... --...--~--

Southwest Gas Corporation requests an order of the 

Commicsion authorizing it to execute a supplemcnt~l indenture, and 

to issue and sell, exempt from competitive bidding, not cy~eedin9' 

$$,,000,000 aggregate principal amount of its bonds. 

After due notiee, a pUblic hearing in the above-entitled 

matter w~s held before Examiner Donovan in San Francisco on 

llJay 15, lS6S, at the conclusion of which the matter was- taken under 

sUbmission. The commission has received no protests in the pr6-

ceeding. The application was amended at the hearing to contemplate 

a s'Ubs¢qu~nt supplemental order pcrtc:d.ning to terms, including 

interost rate, of the proposed bonds. 
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Applicant is a california co~ration engaged in the 

business of distributing and selling natural gas in portions of 

Placer and San Bernardino counties in California. In addition, 

the company transmits, sells and distributes natural gas in 

portions of the State; of Arizona and Nevada. For the 12 months 

ended March 31, 1969, the utility reports that it derived 7~~ 

of its revenues from operations in Nevada, 13% from Arizona and 

14% from California. 

'.!'he company proposes to issue not exceeding $8,000,000 

aggregate prinCipal amount of its First MOrtgage Bonds due lS94. 

They will be secured by an existing' indenture as heretofore supple-

mented and as further supplemented by a proposed 'nlirteenth 

Supplemental Indenture. 

The net proceeds to be derived from the proposed bond 

issue are to be expended On the company's construction program, 

to repay bank loans for. capital expenditures, and to reimburse 

applicant's treasury for funds expended for eons~ruetion. Zhe 

accrued interest will be used for ~eneral corporate purposes. As 

of March 31, lS69, the utility reports that said bank loans 

aggregated $lO,SOO,QOO, of which it contemplated ropayin9 a portion 

from proeoed~ of common stock authorized by Decision No. 75628, 

dated I1ay 2, 1969, in Application ~o. 50988. 
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According to Exhibit No.3, filed at the hearing, 

applicant's capitalization ratios on March 31,· lS69, adjusted to 

give effect to an estimated $3,740,000 net proceeds from said 

common stock, and to the proposed $8,000,000 bond issue, are 

as follows: 

Long-term debt 
Preferred stock equity 
Common stock equity 

Total 

61% 
9 
~ 

The application bases the request for exemption from 

competitive bidding upon (a) the company's limited history in the 

public bond market which has not been al t09"cther satisfactory, 

(b) the fact that interest eovera9cs are not greatly in excess of 

required ~imums, (c) ratings of those of applicant's currently 

outstanding bonds which have been sold at competitive bidding 

(Moody - Ea.: Standard « Poors BBB), and (d) prevailing conditions 

in the bond market. A representative of Eastman Dillon, Union 

Securities & Co. added other reasons for exemption including the 

relatively small size of the proposed bond offering, the economic 

dependence U,t)On ~amin9' and tourism in a large :9~t of the company' z , 

service area, and the wastin9' asset aspect of t!lc natural gas 

business. 
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From a review of the application, testimony and eXhibits, 

and noting the absence of any opposition, we find that: 

1. The proposed bond issue is for proper purposes. 

2. Applicant has need for funds from external 
sources for the purposes set forth in this 
proceeding_ 

3. The proposed supplemental indenture will not 
bc ~dvcrse to the pUblic interest. 

4. The issue and sale of the proposed bonds 
should not be required to be through 
competitive bidding_ 

5. Tho money, property or l~or to be procured 
or paid for by the issue of the bonds herein 
authorized is reasonably required for the 
p~ses specified herein, which purposes, 
except as otherwise authorized for accrued 
interest, are not, in whole or in part, 
reasonably chargeable to operating expenses 
or to income_ 

On the basis of the foregoing findings we conclude that 

the applic:l.tion, as amended, should bc srantcd. The authorization 

herein granted is for the purpose of this proceeding only and is 

not to be construed as indicative of amounts to be included in 

proeeedinC3S for the det:.e.rxninat:i.on of just and rcason.::abl.e rates. 
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ORDER - -- --- ..... .--, 

IT IS ORDERE:O that: 

1. Tbe issue ana sale by Southwest Gas Corporation of 

not exceeding $8,000,000 aggregate principal amount of its First 

Mortgage Bonds due lS94 are hereby exempted from the Commission's 

competitive bidding rule set forth in Decision No. 38614, dated 

January lS, lS46, as amended, in Case No. 476l. 

2. SOuthwest Gas Corporation may execute and deliver a 

Thirteenth Supplemental Indenture in the same form.. or in substan­

tially the same form, as that filed in this proceeding as 

Exhibit No.2. 

3. Southwest Gas Corporation may issue and sell not 

exceeding $8,000,000 aggregate principal amount of its First 

)~rt9age Bonds due lSS~, subject to such terms as the Commission 

may authorize in a supplemental order in this proceeding_ 

~. Southwest Gas Corporation shall use the proceeds 

from the sale of the bonds herein authorized for the purposes 

specified in this proceeding_ 

s. Southwest Gas Corporation shall file with the 

Commission a report, or reports, as required by General Oreer 

No. 24-B, which order, insofar as applicable, is hereby made a 

part of this order. 
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6... Thi3 order shall become effective on the day of 

p~ymcnt by Southwezt Gas Corpor~tion of the fee prescribed by 

Section 1904Gb) of the PUblic Utilities Code, or five days after 

the date hereof, .... 'hiehevcr day is later. Any authority herein 

granted will expire if not exercised on or before December 3l, 196~. 

Dated .:lot ______ """StmolWllol. ... 'f):o ...... n .... " .. l:",;,;,:."o"--____ , California, 

tl'lis :3 t.t{ clay of _______ J_U_N_E _____ , 1~6~. 
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