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Decision No. 54065 

BEFORE THE PUBLIC UTILITIES COl1MlSSION OF THE STATE OF CALIFORNIA 

In' the Matter of the Ap,lication of 

SOUTHw~ST GAS CORPORATION, 

a corporation, for authority to 
issue as a stock dividend not to 
exceed 11,000 shares of its 
Common Stock of the par value 
of ~l.OO per share 

QPllilQli 

Application No. 38517. 

Southwest Cas Corporation has filed thi~ o.pplica.tion for 

authorization to issue 11,000 sr~res of its common stock of the 

por value or $1 each for the purpo~e of capitalizing retuined 

earnings. 

Applicant is engaged in the business of distributing and 

selling natural gas in and about Barctow, Victorville and other 

communities in San Bernardino County. The following tabulation, 

indicative of tho 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: 

Utility No. of Operating Net 
Plant Services Revenues Income 

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,l3.3 
1955 1,,176,476 5,417 780,094 73,587 
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The not inv0ctmcnt in utility pl~t incre~~ed to 

$1,311,868 on September 30, 1956. The company'~ f1nanc1nl report 

shows that it ha~ met it~ construction progr~, in part, with borrow-

cd money and, in part, with equity funds. 

September 30, 1~56, are ~~ follows: 

First mortgage borids 
Notes p~yable 
Common stock equity -

Common stock 
C&.p1 tal surplus 
E.'lrned zurplus 

Total common stock 
equity 

Total 

$212,800 
4:'7,431 
284.577 

Its capitol r~tios, as of 

$317,000 
100,000 

914,308 

$1,331,$08 

24% 
7 

The outst~~ding common stock consists of 110,000 shares 

which have an aggreg~te pa.r value ot' $110,000 but which are carrj.ed 

on the company's balance sheet at ~~ aggregate st~ted ca~ltcl of 

~;212, 800. It h.:t.s not been applicant f s practice to pay dividends 

but to rcto,in its ea.rnings in its 'bu~incs::: and ,roperties. As 

indicated by the state~ent of capital ratiOS, the book value of each 

of its outstanding sh4res as of September ~O, 1956, is approxim~tely 

$8~32. 

Applicant now propo~es to capit~lize 'a port~on of its retain­

ed earningz through the issue of 11»000 shares of common stock and to 

distribute such shares as a dividend to the ho1dero of the prc~ently 

outst~nding shares on the basis of one new share for each ten of the 

present shares .. 

It appears that until recently applicant's shares of stock 

hnve been held by a limited number of individuals, but that during 

this y0~r the company undertook a public sale of its common shares 

at ~n offcr1ne price of $11 each. Applicant now reports th~t with 
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its continuing erowth it ""'1,11 be ca.lled upon to mo.ke o.ddi tiono.l 

public sales and th~t it has concluded to make the proposed distribu-

t10n of shares of stock 1n order to create a greater intere:t in 

such sh~res and thereby develop market conditions favorable to equity 

financing. The tr~~saction will not result in the withdrawal of any 

cosh from the busine~::: but merely in the transfer of $11 1 000 from 

earned surplus to stated capital. 

On the basis of the information presented in tho verifiod 

application, we Will enter ar. order approving the issue or the ad-

ditional shares. Such approval is ~or the purpose of th1s proceed-

ing only and is not to be taken 0.5 indicative of amounts to be includ­

ed in a future rate base for the determination of just and rezsonable 

rates. 

o R D E R -------
The COmmission having considered the above-entitled matter 

~nd betng of the opinion that a public hearing is not necessary, that 

the application should bo gr.:i..,"ltOG.> th.-'lt t..i.e moneYI :property or labor 

to be procured or paid for by the issue of the stock herein authorized 

is reasonably required for the purpose specified herein and thet such 

purpose is not, in whole or in p~rt, reasonably chargeable to operat­

ing expe~scs or to income; thercfore l 

IT IS HEREBY ORDERED as follows: 

1. Southwest Gcs Corporation may issue not to exceed 11,000 

shares of 1ts common stock on or before December 31, 1956, in re~­

bursement of its treasury because of earnings invested in its propcr-

ties and business. !t may distribu~e such shares to its shareholders 

of record as a stock dividend. 
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2. Southwest Gas corporation shall file with the Commiss1on 

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

insofar as applicable, is made a part of this o~der. 

3. The authority herein granted Will become effective on the 

date heteof. 

Dated at San Franc1sco, California, th1s~~ay of 

November, 1956. 

Commissioners 
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