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NOV 30 1979 
Decision No. 

l3.EFORE TEE, PtmLIC UTILIT:m5 COMMISSION O? THE ST.A.TE O? C.ALIP'ORNI.A. 

In the Matter or the Application 
or SOUTHWIST GAS CORPORATION for 
Authority to Issue and Sell l20~OOO 
Shares or Cumu.lative Prererred. Stock 
9.~ Dividend. Series. 

Application No. 59214' 
(Filed October 17, 19?9) , 

OPINION 
-----~---

Southwest Gas Corporation (Southwest) requests authority, 
pursuant to Sections 816 through 818 or th,e Public Utili ties Code ~ 
to issue and sell not exceeding 120,000 shares or its Cumulative 

Preferred Stock, 9.9...6 Dividend Series, having a $100 par- value. 
Notice of the riling or the application appeared on the Commission's 

, Daily Calendar or October l8, 19?9. 
Southwest is a Calirornia co~oration engaged.in the 

business or distributing and selling natural gas in portions or 
San :Bernardino and Placer Counties. The compa:cy also tranSlTJits, sells 
and distributes natu.J:"al gas in portions or the Sta.tes or Nevada and 
Arizona. 

Attached to the application as Exhibit :s. is an Income 

Statement ~or the 12-month period ending AUgllst 31, 1979, showing that 
Southwest generated operating revenues and net,income or $21~,5;o,592 
and. $8,071,724, respectively. Southwest derived: its operat:i.ng revenues 
!rom various states as follows: 

State 

California 
.Ar.i.zona. 
Nevada 

~otal 

-1-

Percentas.! 

.9~:~ 
2l.~ 
69.2",-

100.0%. 
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The Compa:c:y's Balance Sheet as or J.ugust 31, 1979, is 
summarized as tollows: 

J.ssets 
Net Utility Plant 
Other Property and Investments 
CUrrent Assets 
Deterred· Debits 

Total 

Liabilities and Common Equity 
Common Equ.i ty ; 
Preterred/Preterence StoCk : 
Long-Term Debt l 
Current and ~ccrued Liabilities 
Deterred Credits 

Total 

Amount 

$178:.197.390 
4.321,.415 

64,17;,805 
Z,613,848 

$254;2 32&,458 

$. 54,278,64;' 
12",780,000 
64,912.387 

110,995-,087 
11 2 349" 3,39: 

$254,;06,458 

is stated in the application, Southwest has need to' sell 
long-term securities in order to repay $39,100.000 ot short-term 
indebteclness due December 31, 1979; (in connection with Southwest's 
acquisition ot Tucson Electric Power Compa:oy's utility properties 
purchased April 1. 1979).. to repay short-term bank borrowing,s and to 
raise additional capital funds for its construction program. 

Southwest • s recorded capital ratios at J.ugust 31, 1979, and 
pro .torma. ratios to include the sale of 120,009 sharea or Cumulat::i.ve 
Pre.terred Stock are as .tol1ows: 

Short-Term Debt 
Notes Payable to ~nks 
Notes P~ab1e to m> 

Total Short-Term Debt 

Lo:cg-!rera Debt 
Prererred Equity 
ColDllon Equity 

!otal Capitalization 

AUgust 31, 1979 

-2-

7.3%· 
21.2 
28.5 

35.2 
6,.9' 

29'.4 
100.0%· 

Pro P'orma 

-
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The above ratios reflect a capital structure which includes 
short-term debt at August 31, 1979 and as adjusted for the sale of 
(a) 2,000,000 shares or common sto~, (b) the p~o,osed issuan~e and 
sale of $12,000,000 o! Cumulative Pre!erred Sto~, and (c) the 
proposed issuance o~ $35,000,000 o~ First Mortgage Bonds.2i 

Southwest proposes to pay Blyth Eastman Dillon & Co., 
Incorporated a placement tee tor th~ proposed issue or preferred stoCk 
equal to 0.5% or the aggregate purchase price o! $12,000,000 or 
approximately $60,000. 

~b.e Bevenue Requirements Division estimatesJ that a!ter the 
payment or the placement tee, the effective dividend rate of the 
proposed stock issue would be about 9. 5;%. ~he Division observes 
that short-ter.m interest rates are now moving upward as indicated by 
recent increases in the prime interest rate to a level or 15.~; 
!'urthermore, publicly traded pre1'erred. stocks rated. ''baa'', silllilar to 
those of Southwest, are now traded at levels in excess or 12% • 

.Allor the 120,000 shares or the. Cll:mulative Pre.f'erred Stock 
9.~ dividend series will be purchaSed by s~'institutiona1 investors 

in amounts ranging from 5,000 to 55,000 shares. 
As a sinking tund for the proposed stock, Southwest is 

required to purchase, on or prior to December 1 or each year commencing. 
December l, 1985 and continuing thro':lgh December 1, 1999, 8,000 shares 
or the proposed stoCk. The sinking tund redemption price is the par 
value plus accrued and unpaid dividends to the date or redemption. 
Southwest has the option in eaCh year in which a sinking fund p~ent 

Y Authorized by Decision No. 90790, dated September l2, 1979 in 
.Application lio. 58996. 

Y Represents the present .Application lio. 59214, :rUed October 17,. 
1979. 

Subject of .Application lio. 5921:;, :riled October 17, 1979, 
C'W:':t'entl:r be1'ore the Commission. 

-3-
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mast be Jl8.de to purchase additional shares or the proposed stock up· 
to an amo'llllt equal to the n'\llllber o! shares required' to- be purchased 
at 'the s;nld:cg .!un.d redemption price but may not. purchase in excess 

o! 45~OOO shares in. 81:J.Y such year. 
~e Revenue Requirements Division or the Commission statt 

has reviewed the application and concludes the proposed :financing is 
reasona.ble; however~ the Division reserves the right to' reconsider . . 
the reasonableness or construction expenditu:t-es and the m>' 
acquisition in future rate proceedings. 

Findings of :Fact 

1. Southwest is a Cali!ornia corporation operating under the 

jurisdiction o! this Commission. 
2. ~e proposed sale or cumulative preferred stoCk would be 

~or properpuxposes. 
3. Southwest has need for external !\mds for the purposes 

set forth in the application. 
4. The money ~ property or labor to be procured or paid tor by 

the stock herein authorized,is reasonably required tor the purposes 
specU'ied herein.~ which pu;rposes are not., :in whole or in part) 
reasonably Chargeable to operating expenses or to· income. 

5. ~ere is no knOw. oppOSition to this proceeding and no 
reason to dela;y granting the authority :requested. 

Conclusions of Law 

l • .A, public hearing is not neeessary. 
2. The application. should be granted to the extent set rorth 

in the order which follows. 
In issuing our ord.er herein we place Southwest and its 

shareholders on notice that we do not :rega:t'd the n,'wnber of shares' 

outstand.:iJlg., the totaJ. par value of' the &hares nor the dividends 

paid as measuring the return it should be allowed to' earn on its 
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investment in plant, and that the authorization herein granted is 
not to be eonstrued as a !i:c.ding 0:1: the value or the eompa:cy t s 
stock or properties nor as indicative of amounts to be included 
in proceedixlgs tor the determination or just and: reaSonable rates. 

ORDER --..- ..... -
IT IS ORDERED that: 

1. Southwest Gas Coxporation, on or after the etreetivedate 
hereo:r and on or before June ;0, 1980, m~ issue and sell not exceeding \ .. 

120,000 shares or $100 parvaJ.ue C\m1ulative Prererred' Stoek, 9.5% Dividend 
Series" by public o:rreri:c.g in the m8IlIl.er set l"orth.in the application .. 

2. Southwest Gas Corporation shall apply the net proeeeds .from· 
the sale 0:1: the preferred stock herein authorized to be issued :tor 
the purposes set forth in the application. 

3. Southwest Gas Corporation shall :rile ~th the Commission a 
report or reports as required by General Order No .. ~~., which order., 
insofar as applicable, is hereby made a part 0:1: this ord.er. _~ ..... " 

4. The authori tj" granted by this order shall become e.f.feeti ve 
upon the date Southwest Gas Corporation p~s the :1:ee prescribed by 
Seetion 1904.1 0:1: the California Public Utilities Code, which !ee 
is $2-,584. 

D~ed ___ N_O_V_3_0_1_S_~ __ _ 


