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, '~' U U w\.,-::,J LhJU Liu' .. ' 
.,'" '. ",' 

BEFORE, THEPOBLIC 'OTXLI'rIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Hatter of the Applieationof ) 
SOOTHWES~CAS CORPORAXION ~or authority ) 
t~is$ue and sell not t~exceed in the ) 
AgCJ%'eqate 1,.000,000 shares of its. c01lUl1on ) 
stock, to its,Exnployees" Investment Plan ) 
and: ,DivideDQ, Reinves.tment and Stock . ) 
Purchase Plan.. ' ) 

(tT 905 G) , 

-----------------------------------, 
2E:IHI2H 

SUmmary' or Decision 

Application 88-09-043, 
(Filed. september 22, 19S5) , 

'this decision grants Southwest Gas corporation 

(Southwest) the authority requested in the application. 

SOuthwest requests authority ,under Public Utilities 

(PO) Code Sections 816 through 830, to issue and sell up to· 
, ' , 

1,000,000 shares of its Common stock, $1 par valuert.hrough its 

Employees' Investment plan (EIP) and its Dividend Reinvestment and 

Stock PuTchase Plan (DRSPP), (to be collectively referred to· as ' the' 

Plans). 

Notice of the filing of the application appeared, on the' ' 

Commission's Daily calendar of September 26,.1988. No- protests 

have'been received .. 

Southwest, a california corporation, distributes and 

sells natural qaS in portions of San Bernardino and Placer 

. Counties. It also. transmits, sells; and distributes natUral qas 

inpOrtioru;. of the states of Nevada and Arizona. 

For the 12 lnonths ended June 30, 1988', Southwest reports 

in its statement of Income attached to its application as' part of 
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Exhibit A that it generated total operating revenues of 

$5l5-,96l,.347 and net income of $43,61l,173. Southwest reported in 

its Annual Report t~ the Commission that in calendar year 1987 it 

. generated total operating revenues ~f $468",583,.9:80 of which 

$37,699,.445· or 8: .. 1% was generated in California. It also earned 

net income of $42,549,.000' in 1987. 

Also shown as part of Exhibit A, is Southwest's, Balance 

Sheet as of June 30" 1985 summarized' as follows: 

Assets 

Net Otility Plant 
OtberProperty and Investments 
current and Accrued Assets 
Deferred Debits 

'rotal 
. . , 

Liabilities ~ Eguity 

Common Equity 
Pre~erred/Preferencestock 
Long-Term Debt 
CUrrentand.Accrued Liabilities 
Deferred credits 

Total 

Amount 

$654,050,298 
191,665,154 

72,532-,2'3·1 
37,797.311 

$956,044,99'4 

$301,654,798' 
41,.600',000 

373,111,104 
139,882,108: 
99·'26,284 

$956,044,. 994' 

Southwest proposes t~ issue and sell through its Plans 

up to 1,,000,000 shares of Southwest's Common' stock, $1 par va-lue, 

estimated in its application to- produce net proceeds in excess of 

$21,125,000 at an estimated price of $21.125 per share 1I.; 

These Plans- are described as- follows: 

11 On October, 17, 1988:, Southwest's stock closed at a price of 
$2'1-1/8 as reported in the Wall Street Journal. 

-2-



• 

., 

A.SS-09-043 CACO/KLH 

1. Th~ EIP', initially established in 1965, is a pay­
roll deduction plan which quali~ies under Internal 
Revenue Code Section 401 (k). This Plan permits ' 
employees to invest in one ot tour investment , 
plans--one ot which is the common stock ot Southwest. 
Eligible employees may elect, to contribute ~rom 
two to: 10,% of their annual salary to the Plan. 
Southwest contributes trom one to three percent ot 
the participating employee's annual salary at the 
rateot' $1 tor each $2 contributed by the partici­
pating employee. 

2. The ORSPP, established in 1974, provides holders 
ot record, and the customers and employees ot 
SOuthwest an opportunity to purchase new shares ot 
SOuthwest's common stock and to reinvest cash 
dividends in additional shares ot common stock ot 
Southwest at regular intervals without paymento~ 
any brokerage commission or service charge. 

No siqni~icant issuance expenses and no underwriting 

conunissions are applicable to the Plans because the periodic: 

sales~ as are contemplated, will be direct sales ot new common 

stock by Southwest to the participants in its, respective Plans. 

The price o~ the common stock issued in connection with the Plans 

(and the proceeds to Southwest) will depend upon the New York 

Stock Exchanqe, prices of the conuuon, stock and the pricing" formulas 

established in the Plans. 

According to the application, Southwest has need 'to' sell 

its, equity s~curities periodically in order to reduce or repay 

Southwest's short-term borrowings'and raise additional capital 

funds tor its construction program. Also, Southwest states inits. 

application that the utility needs to maintain the common stock 

componel1t 0:( its capital strueture at or near the present level' in· 

order· to maintain, the, strength. ot that structure .. 
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Capital. B~t i05 . 

Southwest's capital ratios as of June 30, 19Ss.. Are shown 

.below as recorded and as adjusted to give pro fOrlll4 effect to· the 

transactions that follow: 

Long-Term Debt 
Preterredtpreterence stock 
Com:mon Equity 

Total 

.~~aa.a 

52.1% . 
5·.a. 

.i.LJ. 

100.0% 

.~. Forma 

601.:1%·' 
4.6-
~ 

100.0% 

1. The proposed sale of 1,000,000 shares of common 
stock to Southwest's Employees Investment Plan and 
Dividend Reinvestment and stock PUrchase Plan 
subject of the current application for decisionr 

2. The issuance of $100,0·00,000 of new.long-term debt 
as proposed in Application (A.)aS-09-01S filed 
September a, 1988 presently before the Commission 
for decisionr ' 

3. The August 1988 issuance of the $25-,000,000 10% 
Debentures, Series E,. due in 2013, (authorized by 
Decision (D'.) 87-11-006 dated November 13, 1987 in 
A.87-09-007): and 

4. The August 1988 issuance of $50,000,000 o,t Clark 
County, Nevada,. Variable Rate Demand Ind.ustrial 
Development Revenue Bonds . (Southwest Gas Corpora­
tion,. Series 198'8 (authorized by 0 .. 87-11-006· dated. 
November 13, 1987 inA. 87-09-007) .' '. . 

~ .2!., Proceeds' 

Southwest proposes t~use the proceeds from the periodic 

sales of the common'stock to pay tor additional capital ilDprove­

ments to·Southwest's·facilities~ 
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~onstru9tioD ~dgets 

Southwest is engaged in an extensive construction 

program and esti~ates that the expenditures required tor its 

construction program during calendar years 19'8:8,. 1989,. and 1990 

will approxilnate$250, 000,000" and are summarized as- tollows: 

El.lXl2~~f;~ naa' ~ l.2i.Q. ... 
(In 'rhousands) 

ABS (Plastic Pipe) Replace-
ment Project Expenditures $. 25,.000 $1&,000 $15,.000 . 

Other Construction 
Expenditures 75,000 60,002 60,000 

Total $100,000 $75,,000 , $75,000 

The commission Advisory and, Compliance Division (CACO) , 

has reviewed Southwest's construction budqets tor 1988" 19S.9·~and 

1990 ~nd finds that the sale of its common stock is necessary· to" 

help tund the planned- construction. The CACD is" not finding., ~t 
. .. . 

the construction is necessary and reasonable nor· that, the expend~ 

itures are reasonable in amount. These are issues normally, 

tested'in general rate.base offset proceedings .. 

~Requirements Forecasts 

,Sou'thwest'scash requirements tor 1987, 19'88, 'and' 1990 

as of, June 30', '1988'are. as follows.: 
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FUnds used or Required for 
construction Expenditures: 

ABS (Plastic Pipe) Replace­
ment Expenditures 

Other construction 
Expenditures 

SUbtotal 

Less: cash trom Internal 
Sources 

Additional FUnds Required 
tromEXternal Sources 

$- 25,000 

7S,OOO 

$100,000 

45,000 

$ 55,000 

$15,000 $15,.000 

, §O,OOO . 20~ OOQ· 
.. 

.. 

$75,000 $75,000' 

45,002 55=. QOO 

.: $30' 000 . ,. $20,000 

The CACOhas analyzed SOuthwest's cash requirements . 

forecasts, shown attached to the application. as Schedule I and· 

III ot the Supplemental Data shown as part C;.t· Exhib-i t C and, bas.·· . 

concluded that internally generated tunds will provide about'4S% 

or $45,.000,000 in· 1988; 60% or $45,000,000 j.n 1989;: and 73.3% 

$55,000,000 in· 1990.. Southwest will need ttlnds trom external 

sources amounting to about $5S.,000,000 in. lS~S8" $30,,000,,000· 
I· 

in 1989, and $20,.000,000' in 1990. The CACl>::has coneluded that 
" 

·the proposed sale otSouthwest's common st~:k, as, requested' in 
.' 

the application,isnecessa:ry to help. meet :Southwest.'s·· forecasted 
. . 

cash requiremen.ts.· 

Findings ~ .. ~ 

1. Southwest, a" calitornia. corporation, operates as a 
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2. The proposed issuance ot common stock under the Plans 

would be for proper purposes. 

3. Southwest has need for external tunds tor the purposes 

set forth in the application. 

4 • The money, property, or labor to :be procured, or. paid 

tor, :by the proposed: sale of Southwest 'sco1nlllon stock is. reason-

ably required tor the purposes specified in the application. 

s. There -is no known opposition to the application and no­

reason to delaY9%'antinq the authority requested. 

QQnelusion~ ~ ~ 

1. A public hearinq is not necessary. 

2 • The application should be granted to- the extent set 

fortn in the order which follows. 

The proposed security issue is tor laWful purposes and 

the lIloney, property, or labor to be o:btained by it is required 

for these purposes. Proceeds from the security issue may not-be 

charged to operating expense or ineome. 

Thenum:ber of shares outstandinq, the total par value of 

the shares and the.dividends paid do not determine allowable re­

turn on plant investment. This authorization is not a findinq 

of 'the value of SOuthwest.'s· stock or property nor does.. it ind-icate 

the alUounts to be included: in'ratemakinq proceedings. 
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The following order should be effective on the date of 

signature and. payment of the tee set 'by PO" Code sections 1904.1 

an<i1904.2 to enable Southwest to proceed. with the sale of its 

common.stock under its Plans expeditiously.' 

IT IS ORDERED that: 

l.o. Southwest Gas Corporation (Southwest), on or after the 

ettective dateot this order, may issue and sell up· to 1,000,.000 

, shares. of' its Common Stock, $1 par value,. through its Employees' 

Investment Plan and its Dividend Reinvestment and Stoek Purchase 

Plan in the, manner set forth in the application to produce net 

proceeds ot about. $21,1.2S,000. 

2. Southwest shall apply the net proceeds from. the sale: of 

its common stock to the purposes set forth in the application. 

:3. As soon as available,.. Southwest shall tile, with the 

Commission, three copies- of its- final prospectus pertaining to. 

the sales ot the common stock authorized by: this order. 

4. Southwest shall file the reports required by General 

Order Series 2'4 .. -

So. ' The application is qranted as set forth above • 
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The authority granted by this order to issue common 

stock will become etfective when Southwest pays $2,712, the tee 

set by PuDlic Utilities Code sections 1904.1 and 1904.2. In· all 

other respects, this order is eftective today. 

Dated DEC 9 1988 
. ., 

, at San Francisco·, Calitornia. 
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