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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Apnlication of
SOUTHWEST GAS CORPORATION,

a corporaticn, for authority to Application No. 38517.
issuec as a stock dividend not %o

exceed 11,000 shares of its

Common Stock of the par value

of $1.00 per share

CEINION

Southwest Gas Corporation has filed this application for
authorization to issue 11,000 shares of its common stock of the
por value of $1 each for the purpose of capitalizing retained

earnings.

Applicant is engaged in the busines:s of distributing and
selling natural gas in and about Barstow, Victorville and other
comrunities in San Bernardino County. The following tabulation,
indicative of the extent of its operations and growth experience,
shows its reported investment in utility plant and number of serv-
ices at the end of each of the last four years and the operating
revenues and net income:

“Blane.  Sermicss  Abvemsest  Inseme

1952 $ 700,029 3,218 $374,852 $15,536

1953 814,061 3,873 472,154 32,791

1954 1,017,019 4,902 621,355 54,133
1955 1,176,476 5,417 780,094 73,587
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The not investment in utility plant increased to
$1,311,868 on Scptomber 30, 1956. The company's financial report
cshows that it has met its construction program, in part, with borrow-
ed money and, in part, with equity funds. Its cepital ratios, as of

Ceptember 30, 1956, are 22 follows:

First mortgagce bonds $317,000
Notes payadle 100,000
Common stock equity -
Common stock $212,800
Cepltel surplus LT, 431
Earned surplus _28L,877
Total common stock

cquity 914,308
Tetal $l,§3l,808

Tae outstending common stock consists of 110,000 shares
which have an aggregate par value of $110,000 but which are carried
on the company's balance sheet at an aggregate stated conital of
$2LR,800. It h2s not been applicant's practice to pay dividends
but to reﬁdin its earnings in Lts business and nroperties. As
indicated by the statement of capital ratios, the book value of each
of its outstanding shares as of September 30, 1956, is approximately
$2.32.

Applicant now proposes to capitalize a portion of its retain-
ed earnings through the issue of 11,000 shares of common stock and to
distribute such shares as a dividend to the holders of the presently
outstending chares on the basis of one new share for ecach ten of the

present shares.

it appears that until recently applicant's shares of stoek
have been held by a limited number of individuals, but that during
this year the company undertook a public sale of its common shares

at an offering price of $11 each. Applicant now reports that with
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its continuing growth 1t will be called upon to make additional
public sales and that it has concluded to make the proposed distribu-

tlon of shares of stock in order to create a greater interect in
such shares and thereby develop market condltlions favorable to equity
financing. The transaction will not result in the withdrawal of any
cash from the business but merely in the transfer of $11,000 from

earned surplus to stated capital.

On the basis of the information presented in the verified
applicatlon, we will enter an order approving the issue of the ad-
ditional shares. Such approval 1s for the purpose of this proceed-
ing only and is net to bhe taken as indicative of zmounts to be includ-
ed in 2 future rate base for the determination of just and recsonable

rates.

CGRDER

The Commission having considered the above-entitled matter
end being of the opinion that a public hearing is not necessary, thaf
the applicatlion should be granted, that the money, property or labor
to be procured or pald for by the issue of the stock herein avthorized
is5 reasonably required for the purpose specified herein and that such
purpese is not, in whole or in part, reasonably chargeable to operat-

ing expenses or to income; therefore,
1T IS HEREBY ORDERED as follows:

1. Southwest Gas Corporation may issue not to exceed 11,000
sheres of 1ts common stock on or before December 31, 1956, in reim-
bureement of its treasury because of carnings invested in its proper-

ties and business. It may distridbuve such shares to its sharcholders

of record as a stock dividend.
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2. Southwest Gas Corporation shall file with the Commission

monthly reports as required by General Order No. 24-A, which order,

insofar as applicable, 1s made a part of this order.

3+ The authorlity herein granted will become effective on the
date hereof.

Dated at San Francisco, California, thisx<3%zéf%ay of
November, 1956.
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Comnmissioners




