Decision No. RSA26 .RBGHNAE

DEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF. CALIFORNIA

In the Matter of the Appllcatlon )
of Southwest Gas Corporation for ) Applzcat_on No. 55975
Authorzty-to Issue Not to Exceed ) (Filed October I, 19750
$10,000,000 Aggregate Pxincipal ) and . Amendment
Anount of Ten-Year, 11-7/8% - ). (r.led 0ctober 14 19759
Tnsecured Promzssoryjhotes-' ) ;

b PRSI ATEESe 1

Constance L. Howard Attornev at Law, for applxcant.‘
Sidney J. Webb, for the Commission staff

OQOPINION

Southwest Gas‘Corporé ‘oﬁ‘seoks'exemption’fxom"the
Commission's competitive omdd;ng rule, and author;ty to issue and
- sell not exceeding $10,000, OOO aggregate pr;noxpal amount of ltS

unsecured prom;ssory notes. : :
Aftexr due notmce, a public hearxng in the above—entzt’ed '
matter was held. before Bxamiver Tomita in San Franc;sco on -
October 22, 1975 at the concluszon of wh;ch ‘the matter’ was taken
undex submission. The cOmm;sszon has received no pxotests zn t&e |
proceeding. '» )
Applzcant isa Callfoxn;a coxporatzon engaged mn the
business of selling natural. gas in portzons of Placer and ,
San Bernardino Counties. In addltxon, the company transmauo, oollo
and distributes natural gas in the States of A: zona and NEvada-
For the 12 months ended July 31, 1975, the utzlxty eports that
it derived 8% of its revenues from operat:ons 1n Ar;zona, lZV
fxom Caleorn;a and 80% fzom.Nevaaa- '
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Pursuant to authority granted by Decisiou No. 84301,
dated April -8, 1975, in Appl;cataon No. 55563 appl;cant herein.
has outstanding $X1,000,000 aggregate prrnczpal amoun* of notes ‘
issued undexr a line of credit with a group of banks.- The utllzty
proposes tO«repay $10, OOO 000 of the $ll 000,:000 bank 1ndebtedness‘
with proceeds to be derived from the proposed notes, any accrued
interest would be used for general corporate purposes.

The proposed unsecured notes would beax znterest at a.
rate of 11-7/8% per annum, would be dated as of Decemoer 1, 1975
and mature Decembex 1, 1985, and would be subgect to- s;nkxng fund'
requirements of $1, OOO 000 per yeax commencing at the end of the
thixd year. The proposed purchaser of ‘the notes is The Eguztable'
Life Assurance Society of the United States. '

Applicant's caprtal ratios at Auguat 31, 1975 and as
adjusted to give effect to the $8,000, OOO aggregate pax value of
preference stock involved in Aoplmcatron No. 55974 aud to the -
proposed s$10, 000 000 of notes, axe summar;zed from the~amendment .
to the applzcatron, as follows-

August 31, . Pro
175 - ‘forma‘_

Long~-term debt SS 64% o ‘SS 887 ‘

Preferred arnd ' S
preference stock 7 01 ‘ 13 37 L
Common stock eguity - 37.35 30.75"

Total 100.00% -100:00%_-'”

As justification for seek;ng exemptron from competztlve
bidding reguirements with respect to the notes, the amendment to
the applzcatzou includes the followzng.
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* . . . Applicant has had an extremely difficult
time f£inding even one -prospective purchaser for bonds
or any other form of‘long—term debt financing. In
fact, the Applicant has been trying to privately
ulgce ary form of long-term.deot since shortly~after
the close of the sale of its Commen Stock- in April,
1975. Because of the restrictive provisions of its
Indentures as set forxth in paragraph 8.1 of its
Application, Applicant believes that thexe is very
little possibility that it would receive any bids
at all to purchase its Notes at any price, under
any terms, urnder the prevailing market conditions,
should Applicant solicit competitive bids, and.
Applicant is so aavised by its investment bankers .

Aftex consideration the‘COmm,sszon fznds that-.

The proposed notes would be for propex purposes-

Applicant has need for external funds for the
purposes set forth hezexn.

The sale of the propooed notes should not' be
required to be through competitive bidding.

The money, Property ox labor to be procured .or
paid for by the notes herein authorized is
reasonably required for the purposes specified

herein, which purposes, except as otherwise .

authorized for accrued interest, are not, in

whole or in part, reasonably chargeable. to
operating expenses or £O income.

On the basis of. the forego;ng fznd;ngs we conclude that
the application, as amended, should »e granted- Certaln decxszons'
(commencing with Deczs on No. 83411, dated September 4, 1974,
in Applxcatzon No. 550o0 relat;ng to-Sonthern Cal¢forn1a Gas"
Company s First Mortgage Bonds, Series J,_and‘most recently
Decxszon No. 85004, dated October 15, 1975, in Applmcatxon "
Ne. 55911, xelating to Pac;f;c Lxghtzng Servxce»COmpany‘s

Debenthes Sexies F) hold that thzs COmm1031on in .rerczgmng ~to
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authority to regulate public utility'aebc securities is not
zestricted by the California Usury Law and its xam;fzcat;ons.
We reaffirr this holding and further conclude that althongh
the 11-7/8% interest rate exceeds the Lnte:est limitation of the
california Usuxy Law, the transactzon xs the best the ut;l;ty
can obtain because of market condztzons, and the publzc ;nterest
requires this COmm;ssxon to authorzze the issuance and sale of
the debt instruments. ' : :

The. actzon taken herexn is for the purpose of thzs _
proceedxng only and LS not to be construed as lndzcatxve of amounts

to be included in proceedlngs\for the deter m;natzon of 3nst and
reasonable rates. '

IT IS ORDERED that:

1. The sale by Southwest Gas Corporation of not ‘exceeding
$10,000, 000 aggregate principal amount of its ten—year, 11—7/8%,
unsecured promissoxy notes is hereby exempted fxom the Commnsszon s
competitive bidding rule set £oxth in Decision No. 38614 dated
Januwary 15, 1946, as amended, in Case No. 4761. \ ‘

2. On or before December: 31, 1975, Southwest Gas Corpoxatzon
may issue and sell not exceedxng $10, 000 000 aggregate prznczpal '
amount of its ten-~yeaxr, 11—7/8%, unsecured promxssory notes under

ubstant;ally the terms set foxth in thzs proceedzng. .

3. Neither Soutnwest Gas COrporatlon, nox anyone purportzng
to act on its behalf, shall at any time assert in any‘manner, or
attempt to raise as a claim or defense in any proceed;ng, that thef
interest on the notes herein authorized exceeds- the’ maxzmum
permitted to be charged undex the Calmfornla Usury Law or any
similar law establ;shxng the maximum rate of lnte:est that can
be charged to or received f:om a borrower.
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4. Southwest Gas Corporatzon shall apply the pzoceeds from
the sale of sazd notes to the purposes set forth in the applmcatlon,
as amended. . ‘

5. Southwest Gas Corporatzon shall file wzth the Commission
a report, or reports, as *equ;red by General’ Order No- 24—3. wh;ch
ordex, insofar-as applicable, is hereby made a part of- thls order-

6. The effective date of this oxdex is the date hereof

Dated at San Franclaco, Calzfornla, th:.e fE day
of NOVEMBER . 1975,

’

. commissioners: . . .




