
A. 37581 • 
Decision No.. __ ...... S_2_~"-·J~_)_O __ 

BEFORE THE PUBLIC UT.ILITIES CO~~ISSION OF THE STATE OF CPL!FORNIA 

SOUT~$ST CAS CORPORATION 
In the Matter of the Application of j) 

for authority to sell ~d issue capital 
stock. 

--------------------------- --------) 
Q!llilQJi 

Application 
No. 37581 

Southwest Gas Corpo:-ation r..as filed this app11c~tion for 

authorization to issue 44,208 shares of its Co:ornon stock ($1.00 par 

value) end to sell said shares at not less than $10 each for the 

purpose of paying 1r.debtedneS5, of re1mbursin~ its treasury, and of 

fin~ncine construction co~ts. 

Applicant is enga~ed i!"l distributing natura.l e~s in ~nd 

about B~rstow, Victorville, and other communities in S~n Bernardino 

County. It reports its net investment in g~s pro~erti~s as of 

October 31, 1955, at $921,908, and its capitalization ratios, 

including b~nk loans, ~s follows: 

First ~ortgage 4% bonds 
Bank loans 
Common stock equity _ 

Cor.non stock 
Surplus 

Total co~on stock equity 

Total 

$102,800 
345,674 

$348,000 
75,000 

448, 471k 

~S71,474 

40~ 
9 

The common stock consists of 65,792 shares of the pe.r 

volue of $1 ea.ch ~nd ..... loth a book vDlue, on the oasi.s of the recorded 

Co~~on stock e~uity, of ~pproxi.mntely $7. Applicant has not paid 

divid.encs on its outstanding shares but has reteined its earned 

surplus in i.ts business, generally for the purpose of financing the 
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. 11 cost of expansion of its f~ci11ties ~nd extensions' 'of its lines. 

The outstznding shares have been held by five individuals. 

It appears that z:pplicant now C1.esires to distribute shares 

of its common stock publ°.i.cly and th.at 1t he,s entered, or is about to 

enter, into ~n under~7itinF. agreement to sell an additional block of 

44,203 shares to First California Company, et ~lO a share, for resale y 
to the public. It intends to use the ~roceeds to ,~y the outst~nding 

bank loans of $75,000, to finance construction expenditures of 

$264, 522, as set forth in some det~11 in the ~,plication, ~nd to 

reimburse its trea~~ry for capital e~~enditures heretofore made. In 

this connection it is clecr from ~n analYSis of the epplicE'tio~ and 

applicant's finanCial statements that it is necessary for the company 

to replenis!1 its treasury in order to obt~1n funds to liquidate its 

obligations :;Ind to improve its czsh 'Position~ A summary st~tet:lent 

of current assets and liabilities is a.s follows: 

il 

Current assets -
Cash 
Accounts receivable 
Accrued. revenues 
~.teria1s &: supplies 

Total 

Current licbi1ities -
Notes .:.nd accounts !)Clyable 
Accrued liabilities 
CUstomers depOSits 
Bvnds cue in 1956 

Total 

$,. 31,591 
34,570 
16,319 
51,245 

$145,570 
88,033 
16, 672 
25,000 

$133,725 

$275,275 

Por the ten months ended. October 31, lQ5" a.pplic(Jnt reports net 
earnings e<?u~l to 10.36% of its r~'t'orte6 equi°l;y capital. 
y 

The resale price to the public ~i11 be $11 a share. 
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On num erou'.s occssions the Commission has reviewed appli­

Cmlt' s op"?r~t1ons and has issued formal orders .9uthorizing the 

extension of its business and relating to its gas purchases to meet 
21 

increesL~e demands by its customers for service. A review of appli-

cant's financial statements shows the extent to which the company's 

investment and its bu.siness have increased during the last four yea.rs, 

as set forth in the following t~bu1at1on: 

Net Gas Ope:-ating Net No. of G~s Sales 
Plant Revenues Income Meters M.e.F. 

1952 $585,239 $374,85:3 $l5,536 3,390 305,335 
1953 706,299 472,1;4 32,792 4,046 590,451 
1954 874,227 629,313 57,89$ 5,064 820,494 
1955 (10 :nos.) 921,908 5$5,902 46,485 5,450 750,625 

It is est~ted by applicant th~t the new plant instal­

lations 'Will enable it to serve 1,200 new customers wi thin one year 

after completion of construction. Upon the conclusion of the proposed 

financing ~~e company will have increased its net investment in 

plant to !:lore than $1,120,000 and it will h~ve pla'ced itself in a 

more favorable cash position with no outstandin~ bank loans, with 

current assets well 1n excess of current liabilities end with a 

substantial volume of working capital. Applicant estimates that its 

1956 net earnings Will approach 90t a share, on the present and 

proposed shares, and it reports its directors have stated their 

intention to place the shares on a quarterly dividend baSil; of 15t. 

From a study of the application it is apparent that 

applicant has been faced, ~nd is faced, with a continuing ero1rth 1n 

j] 
Decision No. 49631, dated February ~, 1954, in Applicat10n No. 34709. 
DeCision No. 5l841, dated August 16, 1955, in Application No. 35377. 
Decision No. 51$37, dated August 16, 1955, in Application No. :36457. 
Decision No. 51835, dated August 16, 1955, in Case No. 5519. 
DeciSion No. 51915, dated September 6, 1955, in App11e~t1on No. 37101. 
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its se~vice area 1 tr~t it has taken steps to provide for such increased 

serV1ce 1 that it Will ha.ve need for additional funds from. the sale of 

secu.ri ties, and thet its operations have been successful a,nd should 

proeuce net earnings for the shareholders. Upon the bssis of the 

i.."'lfor:lation now before us we "';:111 enter an order granti..'"lg applicant t s 
request. 

The COmmission having considered the above entitled matter 

z.nd being ot the opinion th.c.t a public hearing is not necessary, that 

the apulication shoulc. be grnnted .. as herein provided
1 

th.:·t the money, 

property or labor to oe procured or p~id for by the issue of the stock 

herein authorized is reesonably requiree by applicant for the purposes 

specified herein, and that such purposes are not, in whole or in part, 

re~sonably Chargeable to operating expenses or to income; therefore, 

IX IS HEREBY ORDERED as follows: 

1. Southwe!;t G-==.s Corporation may issue and sell 44,208 

shares of its common stock on or before June 30, 1956, for not less 

~~5n $10 a sh~re, ~nd use the proceeds for the pur~oses set forth in 

this applic~tion. 

2. Southwest Gas Corpora.tion shall file 'With the CommisSion 

a report1 or reports, as required by General Order No. 24-A, which 

order, insofar a~ a~plicable, is ~cde a p~rt of this oreer. As soon 

&5 available it shall file three copies of its prospectus. 
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:. T.h~ authority herein granted will become effective 

upon the date hereof. 

at San Francisco , Ca11rorni~" this ~..::?~ 
day of -.l~~z!:~:::GA.~:..<~-.~-', 1956. 

h 


