
A.J9249 MON 

5 -r:"'" Dec 1si on No. _....;:,; ... :...;~;;..)';:.)....;"J_ ..... ..;;." _ 

BEFORE 1HE PUBLIC UTILITIES COMMISSION OF TaE STATE OF CPLIFOPNIA 

In the Matter of the Applic~tion 
of SOUTHWEST GAS CORPORATION for 
authority to issue' shares of its 
Common Stock 

o PIN ION -..------

Application No. 39249 

Southwest Gas Corpor~tion has filed this application for 

~utnorization to issue ~~d sell not to exceed 13,000 sh~res of 

co~on stock ($13,000 par value) under the ter.m~ of a restricted 

stock option pl~~ and to use the ,roceeds to fL~ance c~pi~ 

costs. 

According to the verified application, the comp~~yfs 

diractors and stockholders h~,ve adoptee. a. so-called Incentive 

Stock Option Pl~~ for Key Employees ~s provided in Section 421 

of the Internal Revenue Code. Under the ,rovisions of the pl?~, 

the company ~ll gr~~t to seven executive e~ployees options to 

purchase sh~res of common stock up to an aggregate ~ount not to 

exceed 13,000 shares at a price not less than 100 per cent of ~~e 

fair market value at the time of the grant of such options. 

In each case, the option ~.11 rtUl for a term of ten 

years from the gr~~t of such option. The pla..~ con tai:ls the 

customary provisions .. ..lith respect to the nontransferabili ty of 

the options, the te~ation in event of a tennL~ation of employ

ment, and the adjustcents u,on changes in capitalization. According 
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to the application, the pl~ is intended to encourage stock owrl~r

ship by c~rtain selected executive employees, the comp~~y bCUlg 

of the opinion tnat opportunity given them to acquire a direct 

proprietary interest 1..'"l the success of the operations will inure 

to the benefit of the operations. 

As of June 30, 1957, applicant had outstundine 238,300 

shares of common stock so that the pro~osed issue constitutes 

approximately five per cent of the outstanding shares. On 

April 1, 1956, the co~pany initiated a policy of paying quarterly 

dividends in the amount of 15 cents a share. 1.Jhile the stock is 

not listed, we are ir~ormed th~t recently it has been quoted 

oV0r-tho-countcr ~t 10-3/4 bid, 11-1/4 ~sked. 

The offering of comoon shares to key employees under a 

restricted stock option plan is not ~~common in corporetion finan-

cing. The present plan appears to tollow along conventional 

lines ~d if the directors of the utility, in the exercise of 

their managerial judg.~ent, have conCluded to adopt an optio~ pla.~ 

and if the present shareholders have approved the same, there 

appears to be no reason for the Commission to withhold its ap?roval. 

lnfo~aticn filed ~~th ~~ Commission indicates the company will 

have need for eqUity funds trom t~e to time. 

In enter'lng our order gri.~:lti:ng this application, however, 

we plllce applicont on not1ce that ... re ..,;il1 not rcg~rd the di v1de.nds 

it pays on its cornmon stock in determining the r~te of return 

which it should be allowed to earn no~ the price at which it 

sells its sh~res as measurine the volue of such shares or of its 
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properties. The ~u~~orization hcre~~ granted is only for th~ 

issue of sto~k and is not to be construed as indicative of 

amounts to be included in a fu'tl..l:e rate base for the purpose 

of determining just and reason~ole r:ltes. 

The COmreission having considered the above-entitled 

matter and being of the opinion that a public hearing 1s r.ot 

necessary, thQt the money, property or labor to be procured 

or paid for by the issue of the stock herein ~uthorized is 

reasonably required for the purposes specified he~ein, which 

purposes are not, in whole or L~ part, re~so~ably chargecble 

to operating expenses or to i..."lcome, and that tb.e application 

should be g~anted; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Southwest Gas Corporation may issue and sell not 

to exceed 13,000 shares of its common' stock, or such number of 

shares as may be required upon adjustments in capitalization, 

under ~d pur~~ant to the ter.ms of its Incentive Stock Option 

Plan for Key Employees, a copy of which is on file in this 

proceeding as Exhibit A. 

2. Southwest Gas Corporation shz.ll use the proceeds 

from. the sale of such shares to f1nDnce capital costs. 

:3. Southwest Gas Corpor~tion shall file reports with 

the Commission as required by General Order No. 24-A, which 

order, inso~ar as ~pplicable, is ~de a p~rt of this order. 
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4. This order Will beco~e effective 20 days aftar 

the date hereof. 

Dated at __ ~Sjl.!_!l ... F .... ~""",p~C.oo:l:!:ICI..J,jQi....--_' Ct.lifornia, this ~ 
d~y of September, 1957. 

·Commiss1onerz 
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