
LOB 

Decision 'No. 80410 
BEFORE'~BE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO~~A 

In the Matter of the Application 

of SOUTHWES~ GAS CORPORATION 

for Authority to Issue and Sell 
$~,OOO,OOO Aggregate: Principal 
Amount of First Mortgage:aonds, 
8-1/4% Series Due 1992 on a 
Nes-otiated Basis 
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Application No. 53454 
(Filed July 14,., 19i2) 

Leonard L. Snaider, Attorney at Law, for applicant. 
Sidney J. Webb, for the Co~~ssion staff. 

OPINION ---- ...... ---
Southwest Gas Corporaticn request~ ~n order of the 

Commission autho::izil'lg it: to execute a supplemental indenture, 
m:>.d to issue and sellon a negotiated basis $S,OOO,OOO~9'gro9'ate 
principal amount of it~ bonds. 

After due notieo, a public hoaring in the above
entitled matter wac held before ExamineX' Donovan in &In ::'r~nci$co 
on August 10, 1972, at the conclusion of, which the Ina:tter was 
t~en. U4l.dcr s'.lbmission. The Commissio:l has received' 0.0. orotezts. 
in the proceeding. 

Applicant is a Ca1iforn~a corpo:~tion ons~ged in the 
bus~ess of di~~rihutinq a.~d celling natura! sas in portions 0: 
Place: and ~ Berna:dino counties in Califo~nia. In ~d~itio~, 
the eompcmy t::ansm.its, solls and distributes natural qa:o in 

- 1 -

", 
",-. 



A.S3454 LOB 

portions of the States "f Arizona and Nevada. For the 12 
months ended June 30, 1972, the utility reports that it 
derived &~ of its revenues from operctions in Arizona, 12% 
from California and eO% from Nevaaa. 

The new issue would be designated as First Mortgage 
Bonds, 8-1/4% Series,due 1992, and would be secured by an 
Indenture cf Mortgage and Deed of Trust dated as cf June 1, 
1951, as heretofore amendod and supplemented and as further 
amended and supplemented by a proposed Fifteenth Supplemental 
Indenture. The bonds would be subject to' a ten-year restricted 
redemption provision. 

The company intends to, sell the new bonds under the 
terms and conditions of a Bond Purchase Agreement to be 

entered into by applicant and each of s~ purchasers. The 
price would be 100% of the prinCipal amount plus accrued 
interest. The proceeds, other than accrued interest, woula 
be used for repaying Short-term indebtedness outstanding at 
the time of the closing ana incurrea fer construction purposes. 
'.rhe accrued interest would be used for goneral corporate 
pu:rposes. 

Applicant's capito.liz.:l.tion ratios on June 30, 1972-,. 
adjusted. to give effect to the proposed $$,000,000 bond issue, 
are computed to be as follows.: 

Long-tc:m debt 
Prefer=ed stock 
Common stock equity 

Total 

6~~ 
S 

30 

100% --
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The utility bases its support for exemption from 
competitive bidding upon (a) the company'is very limited 
history in the public bond market Which has not been . 
altogether satisfactory, (b) ratings of those of applicant's 
eu:rrently outstanding bonds sold through competitive bidding 
CMoody - Sa: Standard & Poor - BBB), (c) interest coverages 
barely in excess of required minimums, (d) investor concern 
in the capital markets upon the subject of future supply for 
the natural gas industry, (e) relatively small size of the 
proposed offering, and (f) economic dependence upon gaming 

and tcurism in a large part of the cc.mpany's service area. 
Applicant believes that it has negotiated a proposed sale 
for the new bonds upon terms and conditions and at a net 
:interest cost to it far more satisfactory for the company 
and its ratepayers than it would have .been able- t:o obtain 
through an offering under competitive bidding_ 

After consideration the commission finds that: 
1. 'the proposed bond issue is 'for proper purposes. 
2. Applicant has need for external funds for the 

purposes set forth in this proceeding. 
3. The proposed restricted redemption prOvision 

is reasonable. 
4. The proposed Fifteenth Supplemental Indenture 

would net be adverse to the public interest. 
s. The issue and sale of the proposed bonds should 

not be required to be through competitive bidding. 
5. The money, property or labor to be procured or 

paid f~r by the issue of the bonds herein 
authorized is reasonably required for the purposes 
specified herein, which pt.trposes, except as other
wise authorized for accrued interest~ are not, in 
whole or in part, reasonably chargeable to, operating 
expenses er to income. , ' 
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On the basis of the f~resoing findings we conclude 
that the applieation sh~uld be granted. The acticn taken 
herein is for the purpose of this proceeaingonly, and is 
not to be construed as indicative of amounts to be included 
in proceedings for the determination of just and reasonable 
rates. 

ORDER ........... ~.-. 
IT IS ORDERED that: 

1. The issue and sale by Southwest Gas Corporation 
of not exceeding $S,OOO,OOO aggregate principal amount of its 
First Mortgage Bonds, 8-1/4% Series due 1992 are hereby 
exempted frc..m the Commission's competitive biad'ing rule set 
forth in Decision NO. 38614, dated January 15, 1946" as amended.~ 
in case No. 47G1. 

2. Southwest Gas Corporation may execute and deliver 
a Fifteenth Supplemental Indenture in substantially the same 
:crm a~ EXhibit C filed i~ this proceeeing. 

3. Southwest Gas Corporation may issue and sell 
~ot exceeding $5,000,000 aggregate prinCipal amount o~ its 
First Mortgage Bonds, 8-1/4% Series due 1992', under suk>stan
tia:i.ly the terms set forth in a Bond Purchase Agreemen'!:,. a 
copy of which is filed in ~is proceeding as ~~ibit D. 

4. Southwest Gas Corp'-ration shall use the proeeeds 
from the sal~ 0: the bonds herein authorized for the purposes 
speeified in this proceeding. 

S. SOuthwest Gas Corporation shall file with the 
COI:lInission a report, or reports, as recr:.irod by Goner.al O:::de= 

No. 24-3, which orde~ insofa: as applicable, ~s he:::eby made 
a p~t of this order. 
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6. This oroer shall become effective whe~ Sou~hwest 
Gas Corporation has paid the fec prescril:led by Section. 19~4,(b) 
of the Public Utilities Code, which fee is $6,000. 

Dated at Sa.n Frandsco , California, this~fZc. 
oay of ~UGU~ , lS72. 

PUBLIC UTlllr~ES COM~mSSiOi, 
~ATE OF CALIFOR."'JIA 

Commissioners, 


