
Decis10n No. ____ 6_2_3_8_3 __ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

L~ the matter of the application ot 

SOUTHWEST GAS CORPORATION for 
author1ty to carry out the terms 
and cond1tions of a loan agreement 
and to issue evidences of 
1ndebtedness thereunder 

o PIN ION 

App11cat1on No. 43620 
F11ed July 21, 1961 

Southwest Gas Corporat10n has f11ed this app11cat10n for 

author1zation to issue promissory notes pursuant to the terms and 

cond1tions of a loan agreement. 

The company reports that 1t has arranged a line of credit 

with Bank of America Nat10nal Trust and Sav1ngs Assoc1ation and has 

entered into a loan agreement dated May 1, 1961, whereby the bank 

w1ll lend and relend funds to it, at any time and from time to 

time to and including Apr11 30, 1963, in an amount up to 

$2 , 500 1 000. The borrowings will be represented by 90-day prom1s­

sory notes renewable to Apr11 30, 1963, w1th 1nterest at the pr1me 

rate from time to time 1n effect and With a cOmmitment fee equal 

to 1/4 of 1% of the unused port10n of the max1mum commitment. 

The company further reports that 1t intends to use the 

funds to be obtained pursuant to the loan agreement solely for 

construct10n and other cap1tal 1mprovements and acquisit1ons. 

In Exhib1t C, it sets forth 1ts cap1tal reqUirements as follows: 
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Actual and est1mate~ construction 
expenditures for the fiscal year 
ending September 30" 1961 •••• 

Estimated construction expenditures 
for the Big Bear Project .•••• 

Estimated construction expenditures 
for the period from October 1) 1961 
through April 30, 1963 •..•. 

Total actual and c~stimated con­
struction expenditures for the 
term of the loan agreement ending 
April 30, 1963 • • . . 

Less: Funds from internal sources 

Total disposition of cash 
from loan agreement 

$1,,685)000 

1,,300,,000 

1,900,000 

4,885,,000 

2,385,,000 

t2 ,. 500 , 000 

Applicant states that it had $300,,000 of short-term 

bank loans outstanding on May 31, 1961, that it anticipates 

additional borrowings of $400~000 in the middle of 1961" and 

that it may renew such short-term borrowings for periods of 

more than twelve months after the original dates of issue. 

Applicant asserts that it will do permanent financing prior 

to the expiration of the loan agreement on April 30" 1963, 

and that when it does so, the proceeds from such permanent 

f1nancing will be applied first to the liquidation of all 

indebtedness incurred pursuant to said loan agreement. 

Applicant has been before the COmmission on numerous 

occasions in rate and financing proceedings and the CommiSSion" 

in general, is fam1liar with its results of operations, its 

construction program, and its methods of financing itself. 

From a review of the information before the COmmlssion, it 
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appears that applicant's volume of business and investment in 

plant have been increasing rapidly, that during each of the last 

two years applicant's gross expenditures for new facilities ex­

ceeded $1,500 ,000, that the estimated expenditures of $1 , 650, 000 

for the current fiscal year include $1,300,000 for distribution 
rn31nC 1 service lines and related fac~l~t~es tor new bU~1ne3s, 

$150 , 000 for general plant facilities and $200, 000 tor replacements 

and ~ressure reinforcements. 

The company has not 1 ho~!ever 1 furnished the COmmission 

~~th a detailed statement cover1ng its proposed expenditures for 

the Big Bear Project and the construction expend1tures tor the 

period from October 1, 1961 through April 30, 1963. 

Exhibit A, attached to the application, shows that for 

the twelve months ended May 31, 1961, app11cant's gross income, 

i~fter making provision for income taxes, aggregated $952, 597; 

'that the lnterest charged to income account aggregated $397, 023; 

that as of May 31, 19611 applicant's current and accrued assets 

amounted to $2,,347, 930 and lts current and accrued l1abi1ities 

amounted to $2,427,,226, including the short-term bank loans; 

and that lts capital ratios were as follows: 

First mortgage bonds 
Debentures 
Preferred. stock 
Common stock and. surplus 

Total 

-.3 -

$ 5,,398, 000 
1,048,,000 

888,156 
4,161,443 

$11,495,5~ 

47% 
9 
8 
~ 
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Upon reviewing th1s application, we find and conclude 

that applicant Will have need for add1tional funds from external 

sources to 1mprove its cash position and to enable it to proceed 

With temporary f1nancing of its construction costs but that 

app11cant, however, has not furnished us with a statement 

show1ng the items compris1ng the total estimated expenditures 

of $4,885,000 in suff~cient deta1l to permit a final order at 

this t1me With respect to the dispos1t1on of all the note 

proceeds. We w1ll enter an order indicat1ng our general 

approval of applicant's program. 

The authorizat1on herein granted 1s not to be con­

strued as 1nd1cative of amounts to be 1ncluded in a future rate 

base for the purpose of determ1n1ng just and reasonable rates. 

o R D E R ------
The C0mm1ss1on hav1ng cons1dered th1s application and 

be1ng of the opinion that a pub11c hearing is not necessary; 

that the money, property or labor to be procured or pa1d for 

through the issue of the notes herein authorized 1s reasonably 

requ1red for the purposes specif1ed herein, and that the 

expenditures for such purposes, subject to the provisions of 

th1s order, are not, in whole or in part, reasonably chargeable 

to operat1ng expenses or to 1ncome; therefore. 

IT IS ORDERED that -
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1. Southwest Gas Corporation may carry out the 

te~~ and cond1tions or the loan agreement dated May 1, 

1961, with Bank of America National Trust and Savings 

Association and, pursuant to the terms ot said agreement, 

may issue prom1ssory notes 1n the aggregate amount of not 

to exceed $2,,500,000 at anyone time outstanding, and may 

renew such notes from t1me to time, the author1zat1on hereln 

given be1ng subject to the following conditions: 

(a) Applicant may lssue not to exceed $700,000 
of sald notes and use such notes, or the 
proceeds therefrom" without further order 
from the Commiss1on, to refund outstand1ng 
short-term notes and to f1nance, in part, 
construction expenditures during the year 
ending September 30, 1961; and 

. 
(b) Applicant may issue the rema1ning $1,800,,000 

of sald notes and use such notes, or the 
proceeds therefrom" only for such purposes 
as the Commdssion might author1ze 1n a 
subse~uent order, or orders, upon the f1ling" 
by applicant, of 1nformation shoWing in deta1l 
the purposes for whiCh the notes w1ll be 1ssued. 

2. Southwest Gas Corporat1on shall f1le With the 

Comm1ss1on a report, or reports, as requ1red by General 

Order No. 24-A, wh1ch order" insofar as applicable, is 

made a part of this order. 
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3. The authority herein given shall become effective 

when Southwest Gas Corporation has paid the fee prescribed by 

Section 1904(b) of the Public Utilities Code, whiCh fee is 

$1,750. 

Dated at ____ ~S:_~_Fr:l.n_Cl_·SC_O _____ :1 califOrnia, 

this ~ day of ~~ , 1961. 
cf 
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