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Deeision No. 92065' JUL 29 1980, @[FJ~rm~~~~ 
BEFORE mE: PUBLIC 'O'XILIXIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter ot the Application 
or SOUfEWEST GAS CORPORATION tor 
approval to issue short-term 
indebtedness exceeding tive percent 
or its total capitalization. 

) 

OPINION 
~-- .......... ~-

Application No. 59702 
(Filed June 2, 1980) 

Southwest Gas Corporation (Southwest) requests authority 
to issue short-term indebtedness not exceeding 15 percent ot its 
other outstanding securities or $30,691,050 including tha~ authorized 
by Section 823(c) ot the Public Utilities Code. 

Notice ot the riling ot the application appeared on the 
Commission's Daily Calendar or June ;, 1980. !Chis request is made 
pursuant to Section 82~(c). 

Southwest is a California corporation engaged in the 
business ot distributing and selling natural gas in portions ot 
San :Bernardino and Placer Counties. Tlle compa:c.y also transm:5 ts, 
sells and distributes natural gas in portions ot Nevada and Arizona. 

Southwest's Income Statement tor the twelve months ending 

December 31, 1979 Shows that it generated operating revenues ot 
$295,892,698 and net income ot $9,720,425. Southwest derived its 
operating revenues from the various states as tollows: 

State 
California 
Arizo:c.a. 
Nevada 

Total 

- 1 -

Percentage 
7.5% 

27.2 
65.3 

100 .. 0% 
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The compa:c.:r's Balance Sheet as ot March ~l, 1980, included 
in the a~p1ication as Exhibit B is summarized as follows: 

Assets 
Net Utility Plant 
Other Property and Investments 
Current Assets 
Deterred Debits 

Total 

Liabilities and Ca~ital 
Co:axmon Equi t:r 
Pre!erred/Preterence Stock 
Long-Term Debt 
Current and Accrued Liabilities 
Deterred Credits 

Total 

Amount 
$211,301,671 

4,740,094 
66,02?,4~5 
8,901,029 

$290,970 , ??9 

$ 82,410,451 
24,660,000 
97,5~7,05; 
70,797,566 
15,565,122' 

$290,970, ??9 

In this proceeding, Southwest seeks authority to issue 
short-term obligations !rom time-to-time in an aggregate principal 
amount not exceediug 15 percent o! the par value o! its currentl:r 
outstanding securities including that authorized ~ Section 82;(c) 
ot the Public Utilities Code. Applicant currently has no short-term 
obligations outstanding but believes it needs this authorization tor 
the reasons discussed in the application. Attached to the application 
as Exhibit B is a detailed listing o! the utility'S outstanding 
securities as o! March ;1, 1980. A computation ot the amount or 
short-term indebtedness requested is as follows: 

Security 
Common Stock Equity 
Preferred/Pre!erence Stock 
Long-Term Debt 

Total 

5% Limit Allowed by PUC Section 82;(c) 

Amount 
$ 82,410,000 

24,660,000 

$26Z:~7:ggg 
$ 10,230,220 

Total Authorit:r Requested (15% or par' 
value of securities outstanding) $ 30,691,050 

Less: 5% Allowed Under PUC Section 823(c) lO,220,259 
Balance o! Short-Term Borrowing Requested $ 20,460,700 
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Since Southwest may issue $10,2;O,~50 in short-term 
illdebtedness without Commission approval, the st~:r's computation 
indicates that approval is needed tor authority to issue an 
additional $20,460,700. The ree to be charged under Section 19Q4.2(b) 
or the Public Utilities Code will be based on 7.5% ot this tigure, 
representing California's :portion or total company operating revenue; 
therefore the fee pursuant to Section 19Q4(b) of the Public Utilities 
Code, is based on an aggregate BlIlOunt not exceeding Sl, 5;4., 55~ or 
the short-term debt authorization requested. 

The statf ot the Commission's Revenue Requirements Division 
has reviewed Southwest's request tor authorization to issue $;0,691.,050 
in short-term indebtedness. The utility did not specify the period 
during which the authorization would be effective. In order ror the 
Commission to review and retain control over utility rinancing, it is 
necessary to place a. time limit on the authority granted in this 
proceeding. The star! suggests the Commission place a time limit or 
two to three years into the future in which its authority ea:o. be 
exercised. The statt recommends the CommissioD place a time limit 
or July 1, 198" on Southwest's authorization and believes this period 
to be reasonable. The Commission concludes that the start's recommen
dation is reasonable and therefore the time limit will be adopted. 

Southwest is engaged in an extensive construction 
program and estimates that the gross expenditures required for this 
construction program during 1980, 1981, and 1982 will approximate 
$211.,277,000. Supplemental data on the utility's construction progr8lll 
was su,p1ied the Commission by the utility's attorney in a letter 
dated June 25, 1980, showing estimates as or April 1980, as follows: 

Total Budgeted Construction 
Less: Internally Generated 

:Funds 
External Funds Required 

Pe:rcen t ot Funds Internally 
Generated 

1980 
$47,759,000 

12:212:000 
$;0,547 ,000 

36·0% 

- ~ -

1981 1982 
$66,775,000 $96,74;,000 

14:944:000 22:222:000 
$21;28:21:2 000 $24:z420:zooo 

22.4% 23.1% 
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Southwest's capital ratios as of March ;1, 1980, recorded 
and as adjusted to give effect to (a) the proposed issuance or not 
exceeding an aggregate amount of $30,691,050 in short-term promissor,y 
notes and (b) the proposed issuance of 1,000,000 shares of Common 
Stock, $1 par value, at an assumed sale price of Sll.50 per share to 
provide net proceeds of $11,500,0001/ are as follows: 

Long-~erm Debt 
Short-~erm Debt 

Total Debt 
Pre!erred/.Preterence StoCk 
Common Stock Equity 

Total 

March 31, 1980 

47. '7''' 
47.7 
12.0 
40.3 

100_0% 

Pro Forma 

39.5% 
~ 
51.9 
10.0 
38 .. 1 

100.0% 

According to the application, Southwest anticipates the 
need to use short-term borrowing to augment working capital related 
to daily operations during periods when collections of customer 
billings lag payments to gas suppliers. The application further 
states that short-term indebtedness will be used to fund construction 
requirements which exceed internally generated funds pending 
refinancing with long-term capital. Finally, the application notes 
that Southwest must deter collection of gas costs according to rules 
in the various jurisdictions in which it operates, which when combined 
with significant increases in such gas costs, will require a greater 
amount of short-term !ina:c.cing than has previously been experienced. 

The stat! or the Commission's Revenue Requirements Division 
has reviewed Southwest's 1980, 1981 and 1982 construction program 
and concludes that the estimated construction expenditures are 
reasonable. The stat! has no objection to the proposed issuance or 
short-term indebtedness as specified in the application; however, the 
Division reserves the right to reconsider the reasonableness o! any 
construction expenditures in future rate proceedings. 

, $20'6'6 .. 11 Authorized by Decision No. ______ dated .JUl291980 
in ~pplication No.. 59704. 
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Findings or Fact 

1. Southwest is a Calirornia corporation operating under the 
jurisdiction or this Commission. 

2. The proposed issuance or short-term borrowing would be 
tor proper purposes. 

3. Southwest has need ror short-term funds tor the purposes 
set forth in the application. 

4. The time limit or two to three years in which the Commission's 
authority can be exercised is reasonable and in the public interest. 

5. The money, property or labor to be procured or paid tor by 

the short-term indebtedness herein authorized is reasonably required 
tor the purposes specitied herein, which purposes are not., in whole or 
in part, reasonably chargeable to operating expenses or to income. 

6. There is no known opposition and no reason to delay granting 
the authority requested in the application. 

Conclusions or Law 

1. A public hearing is not necessar.y. 
2. The Commission concludes that the applic.ation should be 

granted to the extent set forth in the order which follows. 

The action taken herein shall not be construed as indicative 
of amounts to be included in proceedings for the determination of just 
and reasonable rates, nor as indicative of the action the Commission 
would take on an application or applications tor per.manent financing. 

ORDER ____ I11III 

IT IS ORDERED that: 

1. Southwest Gas Corporation may issue Short-term obligations, 
on or a!ter the effective date hereof, evidenced by promissory notes 
and/or other instruments issued and reissued trom time-to-time, not 
exceeding $30,691,050 or 15 percent o! the par value ot other 
outstanding securities as prescribed by Section 823(c) of the Public 
Utili ties Code. This authori t:r shall remain in effect through 
July 1, 1983, and will cover renewals, extensio:c.s, or replacements 

thereot. 
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2. Southwest Gas Corporation shall apply the net proeeeds 
from the ba:ok notes herein authorized for the purposes set'!orth 
in the applieation. 

,. Within ten (10) business days etter exeeution o! bank 
notes or eredi t agreemef.o.ts and/or u::1 renewals, extensions, 
replacements or modifieations thereof, Southwest Gas Corporation 
shall rile a true eopy of eaeh agreement with the Commission. 

4. This order shall beeome effective when Southwest Gas 
Corporation has paid the fee prescribed by Section 19Q4(b) of the 
Public Utilities Code, which fee is $2,;,;. 

Dated l 29 1980 t San Franeisc , California • 
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