Edgar Filing: SOUTHWEST GAS CORP - Form S-3ASR

SOUTHWEST GAS CORP
Form S-3ASR

October 01, 2013
Table of Contents

As filed with the Securities and Exchange Commission on October 1, 2013

Registration No. 333-

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM S-3
REGISTRATION STATEMENT

UNDER

THE SECURITIES ACT OF 1933

Southwest Gas Corporation

(Exact Name of Registrant as Specified in Its Charter)

California 88-0085720
(State or Other Jurisdiction of (LR.S. Employer

Table of Contents



Edgar Filing: SOUTHWEST GAS CORP - Form S-3ASR

Incorporation or Organization) Identification No.)
5241 Spring Mountain Road

P.O. Box 98510
Las Vegas, Nevada 89193-8510

(Address, Including Zip Code, and Telephone Number, Including Area Code, of Registrant s Principal Executive Offices)

Roy R. Centrella
Senior Vice President, Chief Financial Officer
Southwest Gas Corporation
5241 Spring Mountain Road
P.O. Box 98510
Las Vegas, Nevada 89193-8510
(702) 876-7237

(Name, address, including zip code, and telephone number, including area code, of agent for service)

Copies to:
Brandon C. Parris, Esq. Randall J. Towers, Esq.
Morrison & Foerster LLP Patrick R. Gillard, Esq.
425 Market Street Ballard Spahr LLP
San Francisco, California 94105 1735 Market Street
(415) 268-7500 Philadelphia, Pennsylvania 19103

(215) 665-8500

Approximate date of commencement of proposed sale to the public: From time to time after the effective date of this registration statement.

If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment plans, please check the following box.

Table of Contents



Edgar Filing: SOUTHWEST GAS CORP - Form S-3ASR

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities Act of 1933, other
than securities offered only in connection with dividend or interest reinvestment plans, check the following box. x

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities Act registration
statement number of the earlier effective registration statement for the same offering.

If this form is a registration statement pursuant to General Instruction ID. or a post-effective amendment thereto that shall become effective upon filing with the
Commission pursuant to Rule 462(e) under the Securities Act, check the following box. x

If this form is a post-effective amendment to a registration statement filed pursuant to General Instruction LD. filed to register additional securities or additional
classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act (check one):

Large accelerated filer x Accelerated filer
Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company

CALCULATION OF REGISTRATION FEE

Amount to be
Title of each class of

registered/
Proposed maximum Amount of
securities to be registered offering price(1) registration fee(1)
Senior Notes due 2043 $250,000,000 $32,200

(1) The registration fee is calculated in accordance with Rule 457(0) of the Securities Act of 1933, as amended.
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The information in this preliminary prospectus is not complete and may be changed. An automatic shelf registration statement relating
to these securities has been filed with the Securities and Exchange Commission. This preliminary prospectus is not an offer to sell these
securities or a solicitation to buy these securities in any jurisdiction where the offer or sale is not permitted.

Subject to completion, dated October 1, 2013

PRELIMINARY PROSPECTUS

$250,000,000

% Senior Notes due 2043

This is an offering by Southwest Gas Corporation of $250,000,000 of its % Senior Notes due 2043 (the Notes ). The Notes will mature on

, 2043, and interest will be paid semi-annually in arrears on April and October of each year or, if such day is not a
business day, on the next succeeding business day, beginning on April , 2014. Interest will accrue from October , 2013. Southwest Gas
Corporation may redeem the Notes in whole or in part at any time, or from time to time, at the redemption prices described on page 17. For a
more detailed description of the Notes, see Description of the Notes beginning on page 16.

The Notes will be unsecured and unsubordinated general obligations of Southwest Gas Corporation and will rank equal in right of payment with
all existing and future unsecured and unsubordinated senior debt of Southwest Gas Corporation and senior in right of payment to all existing and
future subordinated debt of Southwest Gas Corporation. The Notes will be effectively subordinated to any secured debt that Southwest Gas
Corporation may incur, to the extent of the assets securing such debt, and to all existing and future liabilities of Southwest Gas Corporation s
subsidiaries, including trade payables.

Investing in the Notes involves risks. See _Risk Factors beginning on page 8 of this prospectus and Item 1A Risk
Factors beginning on page 7 of our Annual Report on Form 10-K for the year ended December 31, 2012 for a
discussion of certain risks that you should consider in connection with an investment in the Notes.

Per Note Total
Public Offering Price(1) % $
Underwriting Discount % $
Proceeds to Southwest Gas Corporation (before expenses) % $

(1) Plus accrued interest, if any, from October , 2013.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The Notes are not, and are not expected to be, listed on any national securities exchange or included in any automated quotation system.
Currently, there is no public market for the Notes.

Delivery of the Notes will be made in book-entry form only through the facilities of The Depository Trust Company, including Clearstream
Banking, société anonyme and/or Euroclear Bank S.A./N.V., and its participants against payment in New York, New York, on or about October
,2013.

Joint Book-Running Managers

KeyBanc Capital Markets Mitsubishi UFJ Securities US Bancorp

Senior Co-Manager

Wells Fargo Securities

Co-Managers

Ramirez & Co., Inc. The Williams Capital Group, L.P.
The date of this prospectus is ,2013.
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You should rely only on the information contained or incorporated by reference in this prospectus or in any free writing prospectus that we may
provide you in connection with the sale of the Notes offered hereby. We have not, and the underwriters have not, authorized anyone to provide
you with different information. If anyone provides you with different or inconsistent information, you should not rely on it. We are not, and the
underwriters are not, making an offer to sell the Notes in any jurisdiction where such offer or sale is not permitted. You should not assume that
the information appearing in this prospectus or the documents incorporated herein by reference is accurate as of any date other than their
respective dates. Our business, financial condition, results of operations and prospects may have changed since those dates. Any information
contained on or accessible through our Internet site is not incorporated herein and does not constitute part of this prospectus.
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ABOUT THIS PROSPECTUS

Before investing in the Notes, please read and consider all information contained in this prospectus and the documents incorporated by reference
in this prospectus together with the additional information described under the section entitled Available Information. You should also read and
consider the information set forth in the section entitled Risk Factors in each of this prospectus and the documents incorporated by reference in
this prospectus before you make an investment decision.

We are not making any representation to any purchaser of the Notes regarding the legality of an investment in the Notes by such purchaser. You
should not consider any information in this prospectus to be legal, business or tax advice. You should consult your own attorney, business
advisor and tax advisor for legal, business and tax advice regarding an investment in the Notes.

Unless the context requires otherwise, when we use the terms Southwest, the Company, we, our or us, we are referring only to Southwest G:
Corporation, as issuer of the Notes, and not to any of our subsidiaries.

The Notes are being offered only for sale in jurisdictions where it is lawful to make such offers. The distribution of this prospectus and the
offering of the Notes in other jurisdictions may also be restricted by law. Persons who receive this prospectus should inform themselves about
and observe any such restrictions. This prospectus does not constitute, and may not be used in connection with, an offer or solicitation by anyone
in any jurisdiction in which such offer or solicitation is not authorized or in which the person making such offer or solicitation is not authorized
or qualified to do so or to any person to whom it is unlawful to make such offer or solicitation. See Underwriting beginning on page 32 of this
prospectus.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This prospectus and the documents we incorporate by reference herein and therein contain forward-looking statements within the meaning of

Section 27A of the Securities Act of 1933, as amended (the Securities Act ), and Section 21E of the Securities Exchange Act of 1934, as

amended (the Exchange Act ). Such statements include, without limitation, statements regarding our expectations, hopes or intentions regarding

the future. These forward looking statements can often be identified by their use of words such as will,  predict, continue, forecast, expect,
believe, anticipate, outlook, could, target, project, intend, plan, seek, estimate, should, may and assume, as wellas v

similar expressions referring to the future.

Forward-looking statements involve certain risks and uncertainties, many of which are beyond our control. There are a number of important
factors that could cause actual results to differ materially from those discussed in forward-looking statements, including, but not limited to,
customer growth rates, conditions in the housing market, the ability to recover costs through our deferred energy and purchased gas adjustment
mechanisms, the effects of regulation/deregulation, the timing and amount of rate relief, changes in rate design, changes in gas procurement
practices, changes in capital requirements and funding, the impact of conditions in the capital markets on financing costs, changes in

construction expenditures and financing, changes in operations and maintenance expenses, effects of pension expense forecasts, accounting
changes, future liability claims, changes in pipeline capacity for the transportation of gas and related costs, results of NPL Construction Co.

( NPL ) bid work, impacts of structural and management changes at NPL, NPL construction expenses, differences between actual and originally
expected outcomes of NPL bid or other fixed-price construction agreements, acquisitions and management s plans related thereto, competition,
and our ability to raise capital in external financings. In addition, management can provide no assurance that certain trends relating to its
financings and operating expenses will continue in future periods. If any of those risks and uncertainties materializes, actual results could differ
materially from those discussed in any such forward-looking statement. Additional factors that could cause actual results to differ are discussed
under the heading Risk Factors and in other sections of this prospectus and our current and periodic reports, and other filings, filed from time to
time with the Securities and Exchange Commission (the SEC ) that are incorporated by reference into this prospectus. See Available Information
and Incorporation by Reference below and for information about how to obtain copies of those documents. All forward-looking statements in
this prospectus and the documents incorporated by reference herein are made only as of the date of the document in which they are contained,
based on information available to us as of the date of that document, and we caution you not to place undue reliance on forward-looking
statements in light of the risks and uncertainties associated with them. We assume no obligation to update any forward-looking statements,
whether as a result of new information, future events or otherwise.

You should consider these risks and those set forth in, or incorporated into, the Risk Factors section of this prospectus prior to investing in the
Notes.
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AVAILABLE INFORMATION

We are required to file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any
documents filed by us at the SEC s public reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330
for further information on the public reference room. Our filings with the SEC are also available to the public through the SEC s Internet site at
http://www.sec.gov and through the New York Stock Exchange, 20 Broad Street, New York, New York 10005, on which our common stock is
listed.

We have filed with the SEC an automatic registration statement on Form S-3 relating to the securities covered by this prospectus. This
prospectus is a part of the registration statement and does not contain all the information in the registration statement. Whenever a reference is
made in this prospectus to a contract or other document of the Company, the reference is only a summary and you should refer to the exhibits
that are a part of the registration statement for a copy of the contract or other document. You may review a copy of the registration statement at
the SEC s public reference room in Washington, D.C., as well as through the SEC s Internet site.

INCORPORATION BY REFERENCE

The SEC allows us to incorporate by reference into this prospectus the information in other documents that we file with it, which means that we
can disclose important information to you by referring you to those documents. The information that we incorporate by reference is considered
to be a part of this prospectus.

Any reports that we file with the SEC on or after the date of this prospectus and before the date that the offering of the Notes is terminated will
automatically update and, where applicable, supersede any information contained in this prospectus or incorporated by reference into this
prospectus. This means that you must look at all of the SEC filings that we incorporate by reference to determine if any of the statements in this
prospectus or in any documents previously incorporated by reference into this prospectus have been modified or superseded. We specifically
incorporate by reference into this prospectus the following documents filed with the SEC (other than, in each case, documents or information
deemed furnished and not filed in accordance with SEC rules, including pursuant to Item 2.02 or Item 7.01 of Form 8-K, and no such
information shall be deemed specifically incorporated by reference hereby):

Annual Report on Form 10-K for the year ended December 31, 2012;

Quarterly Reports on Form 10-Q for the quarter ended March 31, 2013 and June 30, 2013, respectively;

The portions of our Definitive Proxy Statement on Schedule 14A (filed on March 27, 2013) that were incorporated by
reference into our Annual Report on Form 10-K for the fiscal year ended December 31, 2012;

Current Reports on Form 8-K filed on February 12, February 27, and May 14, 2013, respectively; and

Any future filings that we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act on or after the date of
this prospectus until the termination of the offering of the Notes.
You may obtain a copy of any or all of the documents referred to above which may have been or may be incorporated by reference into this
prospectus (excluding certain exhibits unless they are specifically incorporated by reference in any such documents) at no cost to you by writing
or telephoning us at the following:

Southwest Gas Corporation
5241 Spring Mountain Road

P.O. Box 98510
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Las Vegas, Nevada 89193-8510
Attention: Corporate Secretary

Telephone: (702) 876-7237
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SUMMARY

This summary highlights information contained in this prospectus and the documents incorporated into this prospectus by reference. Because it
is a summary, it does not contain all of the information that you should consider before investing in the Notes. You should read this entire
prospectus and the documents incorporated by reference carefully, including the sections entitled Risk Factors and Description of the
Notes and the financial statements and related notes thereto included or incorporated by reference in this prospectus in their entirety before
making an investment decision.

Southwest Gas Corporation

Southwest was incorporated in March 1931 under the laws of the state of California and is composed of two business segments: natural gas
operations and construction services.

Southwest is engaged in the business of purchasing, distributing, and transporting natural gas for customers in portions of Arizona, Nevada, and
California. Southwest is the largest distributor of natural gas in Arizona, selling and transporting natural gas in most of central and southern
Arizona, including the Phoenix and Tucson metropolitan areas. Southwest is also the largest distributor of natural gas in Nevada, serving the Las
Vegas metropolitan area and northern Nevada. In addition, Southwest distributes and transports natural gas in portions of California, including
the Lake Tahoe area and the high desert and mountain areas in San Bernardino County.

As of June 30, 2013, Southwest had 1,882,000 residential, commercial, industrial, and other natural gas customers, of which 1,011,000
customers were located in Arizona, 685,000 in Nevada, and 186,000 in California. Residential and commercial customers represented over 99%
of the total customer base. During the twelve months ended June 30, 2013, 56% of operating margin was earned in Arizona, 34% in Nevada, and
10% in California. During this same period, Southwest earned 85% of its operating margin from residential and small commercial customers,
4% from other sales customers, and 11% from transportation customers. These general patterns are expected to remain materially consistent for
the foreseeable future.

NPL Construction Co. ( NPL ), a wholly owned subsidiary of Southwest, is a full-service underground piping contractor that primarily provides
utility companies with trenching and installation, replacement, and maintenance services for energy distribution systems.

Southwest is subject to regulation by the Arizona Corporation Commission ( ACC ), the Public Utilities Commission of Nevada ( PUCN ), and the
California Public Utilities Commission ( CPUC ). These commissions regulate public utility rates, practices, facilities, and service territories in

their respective states. The CPUC also regulates the issuance of all securities by Southwest, with the exception of short-term borrowings. Certain
accounting practices, transmission facilities, and rates are subject to regulation by the Federal Energy Regulatory Commission ( FERC ). NPL is

not regulated by the state utilities commissions in any of its operating areas.

Our administrative offices are located at 5241 Spring Mountain Road, P.O. Box 98510, Las Vegas, Nevada 8§9193-8510, telephone number
(702) 876-7237. Southwest maintains a website (www.swgas.com) for the benefit of shareholders, investors, customers, and other interested
parties. Southwest makes its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and all amendments
to those reports available, free of charge, through its website as soon as reasonably practicable after such material is electronically filed with, or
furnished to, the SEC. The reference to our website is intended to be an inactive textual reference and the information on, or accessible through,
our website is not part of this prospectus.
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The Offering
Issuer Southwest Gas Corporation.
Notes Offered % Senior Notes due 2043.
Aggregate Principal Amount $250,000,000.
Maturity Date October , 2043.
Interest Rate % per annum.
Interest Payment Dates Interest will be payable semi-annually in arrears on April  and October  of each year,

beginning on April , 2014.

Day Count Convention 30/360.
Denominations $2,000 and integral multiples of $1,000 in excess thereof.
Ranking The Notes will be our unsecured and unsubordinated general obligations and will rank

equal in right of payment with all of our existing and future unsecured and
unsubordinated senior debt and senior in right of payment to all of our existing and future
subordinated debt.

The Notes will be effectively subordinated to any of our secured debt, to the extent of the
assets securing such debt, and to all existing and future liabilities of our subsidiaries,
including trade payables.

Optional Redemption At any time prior to April , 2043 (six months prior to the maturity of the Notes), we
may redeem the Notes, in whole or in part, at a price equal to the greater of (1) 100% of
the principal amount of the Notes being redeemed, plus accrued and unpaid interest on
those Notes up to but excluding the redemption date, or (2) the sum of the present values
of the remaining scheduled payments of principal and interest on the Notes being
redeemed (not including any portion of such payments of interest accrued as of the
redemption date), discounted to the redemption date on a semi-annual basis (assuming a
360-day year consisting of twelve 30-day months) at the adjusted treasury rate plus

basis points, plus accrued and unpaid interest up to but excluding the redemption
date.
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At any time on or after April , 2043 (six months prior to the maturity of the Notes), we
may redeem the Notes in whole or in part at 100% of the principal amount of the Notes to
be redeemed, plus accrued and unpaid interest on those Notes up to but excluding the
redemption date. See Description of the Notes Redemption at Our Option.

The Indenture will contain covenants that include, but are not limited to, restrictions on
our ability to issue indebtedness for borrowed money secured by a lien and enter into
certain sale and lease-back transactions. See Description of the Notes Covenants.
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Events of Default Events of default generally will include failure to pay principal or any premium, failure to
pay interest, failure to observe or perform any other covenant or warranty in the Notes or
the Indenture, certain events of bankruptcy, insolvency or reorganization, and certain
events of default under our other debt instruments. See Description of the Notes Events of
Default.

Use of Proceeds We intend to use approximately $180 million of the net proceeds from this offering to
temporarily pay down, in full, the amount outstanding under our Credit Facility (as
defined under Description of Other Indebtedness ), which, as of September 24, 2013, was
approximately $180 million, consisting of (i) $150 million (including $50 million of
commercial paper) outstanding under the long-term portion of the Credit Facility and (ii)
$30 million outstanding under the designated short-term portion of the Credit Facility. All
such amounts may be re-borrowed in full or in part at any time prior to maturity. The
remaining balance of the net proceeds from this offering may be used for general
corporate purposes. See Use of Proceeds.

Clearance and Settlement The Notes will be cleared through The Depository Trust Company ( DTC ), including
Clearstream Banking, société anonyme ( Clearstream ) and/or Euroclear Bank S.A./N.V.
(' Euroclear ), and its participants.

Listing The Notes are not, and are not expected to be, listed on any national securities exchange
or included in any automated quotation system. Currently there is no public market for
the Notes.

Further Issuances We may create and issue further notes ranking equally and ratably with the Notes offered

by this prospectus in all respects, so that such further notes will be consolidated and form
a single series with the Notes offered by this prospectus and will have the same terms as
to status and redemption; provided that if such further notes are not fungible for U.S.
federal income tax purposes with such previously issued Notes, such further notes will
have a separate CUSIP number, if applicable.

Trustee The Bank of New York Mellon Trust Company, N.A.

Risk Factors You should consider carefully the information set forth in the section entitled Risk
Factors beginning on page 8 of this prospectus and those risk factors incorporated by
reference in this prospectus from our Annual Report on Form 10-K for the fiscal year
ended December 31, 2012, those risks discussed from time to time in our subsequently
filed reports, and other information as provided under Available Information.

Governing Law The Notes will be governed by the laws of the State of New York.
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Summary Historical Consolidated Financial and Other Data

The following table sets forth certain summary financial data of Southwest as of and for each of the fiscal years ended December 31, 2012,

2011, 2010, 2009 and 2008 and the twelve months ended June 30, 2013 and 2012. The data for Southwest as of and for each of the fiscal years
ended December 31, 2012, 2011, 2010, 2009 and 2008 were derived from our audited consolidated financial statements. The data for Southwest

as of and for the twelve months ended June 30, 2013 and 2012 were derived from our unaudited condensed consolidated financial statements.

You should read the selected financial data in conjunction with our audited consolidated financial statements as of December 31, 2012 and 2011

and for each of the fiscal years ended December 31, 2012, 2011 and 2010, the notes thereto and the related Management s Discussion and
Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for the year ended December 31, 2012, as well

as our unaudited condensed consolidated financial statements as of June 30, 2013 and 2012 for the twelve months ended June 30, 2013 and

2012, the notes thereto and the related Management s Discussion and Analysis of Financial Condition and Results of Operations in our Quarterly
Report on Form 10-Q for the period ended June 30, 2013, both of which are also incorporated herein by reference.

Twelve months ended

June 30, Fiscal year ended December 31,
2013 2012 2012 2011 2010 2009 2008
(in thousands, except per share data)
Operating Data
Operating revenues
Gas operating revenues $1,267,567 $1,362,729 $1,321,728 $1,403,366 $1,511,907 $1,614,843 $1,791,395
Construction revenues 617,877 574,927 606,050 483,822 318,464 278,981 353,348
Total operating revenues 1,885,444 1,937,656 1,927,778 1,887,188 1,830,371 1,893,824 2,144,743
Operating expenses 1,596,621 1,684,476 1,656,254 1,637,108 1,598,254 1,685,433 1,936,881
Operating income 288,823 253,180 271,524 250,080 232,117 208,391 207,862
Net income attributable to
Southwest Gas Corporation 148,969 114,926 133,331 112,287 103,877 87,482 60,973
Basic earnings per share of
common stock 3.22 2.50 2.89 2.45 2.29 1.95 1.40
Diluted earnings per share 3.19 2.48 2.86 2.43 2.27 1.94 1.39
Balance Sheet
Total assets 4,382,054 4,232,751 4,488,057 4,276,007 3,984,193 3,906,292 3,820,384
Total current liabilities 374,701 467,401 535,129 847,568 596,961 474,230 509,895
Total equity 1,376,166 1,280,682 1,308,498 1,225,031 1,166,996 1,102,086 1,037,841

Subordinated debentures due to
Southwest Gas Capital II, our

wholly-owned subsidiary 100,000 100,000

Long-term debt, less current

maturities 1,256,338 1,203,160 1,268,373 930,858 1,124,681 1,169,357 1,185,474
7
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RISK FACTORS

Investing in the Notes involves risks. You should carefully consider the specific risk factors set forth below, as well as the risk factors described

in Item IA Risk Factors in our Annual Report on Form 10-K for the year ended December 31, 2012, which is incorporated by reference in this
prospectus, as well as those risks discussed from time to time in our subsequently filed reports, before deciding to invest in the Notes. You should
also consider the other information contained or incorporated by reference in this prospectus before deciding to invest in the Notes. This
prospectus contains or incorporates statements that constitute forward-looking statements regarding, among other matters, our intent, belief or
current expectations about our business. These forward-looking statements are subject to risks, uncertainties and assumptions.

Risks Relating to the Notes

Your right to receive payments on the Notes is unsecured and will be effectively subordinated to the existing and future debt and other
liabilities of our subsidiaries.

The Notes are unsecured and therefore will be effectively subordinated to any secured debt we may incur to the extent of the assets securing
such debt. In the event of a liquidation, dissolution, reorganization, bankruptcy or similar proceeding involving us, the assets which serve as
collateral for any secured debt will be available to satisfy the obligations under the secured debt before any payments are made on the Notes.

In addition, the Notes will be effectively subordinated to the liabilities of our subsidiaries. Our subsidiaries are separate and distinct legal entities
and have no obligation to pay any amounts due on the Notes, whether by dividends, distributions, loans or other payments. In the event of a
liquidation, dissolution, reorganization, bankruptcy or any similar proceeding, the assets of our subsidiaries will be available to pay obligations

on the Notes only after creditors of our subsidiaries have been paid first. In such a case, as a result of the application of the subsidiaries assets to
satisfy claims of creditors, including trade creditors, and preferred equity holders, the value of the stock of the subsidiaries would be diminished

and perhaps rendered worthless. Accordingly, there may not be sufficient funds remaining to pay amounts due on all or any of the Notes. The
Indenture (as defined under Description of the Notes ) will not prohibit us or our subsidiaries from incurring additional unsecured indebtedness or
issuing preferred equity in the future. In addition, certain debt and security agreements entered into by our subsidiaries may contain various
restrictions, including restrictions on payments by our subsidiaries to us.

The Indenture and other instruments that govern our outstanding indebtedness contain restrictions and limitations that could significantly
affect our ability to operate our business, as well as significantly affect our liquidity, and adversely affect you, as holders of the Notes.

The Indenture will contain a number of significant covenants that could adversely affect our ability to operate our business, as well as
significantly affect our liquidity, and therefore could adversely affect our results of operations. These covenants restrict, among other things, our
ability to:

issue indebtedness for borrowed money secured by a lien, and

enter into certain sale and lease-back transactions.
These covenants are subject to important exceptions and qualifications as described under Description of the Notes Covenants. In addition, the
applicable indentures governing our outstanding medium term notes and certain of our outstanding senior notes contain similar restrictive
covenants, and the note purchase agreement related to our outstanding 6.10% Senior Notes due 2041 and our Credit Facility each contain a
number of covenants and obligations. The breach of any covenant or obligation under the Indenture, the applicable indentures or note purchase
agreement governing or related to our outstanding medium term and senior notes or the Credit Facility that is not otherwise waived or cured
could result in a default and could trigger acceleration of those obligations, which in turn could trigger cross defaults under other agreements
governing our long-term
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indebtedness. Any default under the Indenture, the applicable indentures or note purchase agreement governing or related to our outstanding
medium term and senior notes or the Credit Facility could adversely affect our growth, financial condition, results of operations and ability to
make payments on our debt, and could force us to seek protection under the bankruptcy laws. For a description of our outstanding medium term
and senior notes, the related indentures and note purchase agreement and our Credit Facility, see Description of Other Indebtedness.

An active trading market may not develop for the Notes and you may be unable to sell your Notes.
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