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Decision No.

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTIA

In the matter of the application

of SQUTHWEST GAS CORPORATION

Application No, 45964
for authority to issue securities Filed November 15, 1963
and to carry out the terms and
conditions of an Agreement of
Merger.

CPINION

By this appllication Southwest Gas Corporation (Southwest),
in order to carry out the terms and conditions of an Agreement of
Merger wheredy Nevada Northern Gas Company (Nevada Northern), an
affillated company, would be merged into Southwest, requests that
the Commission authorize -

(1) Tne execution of an Agreement of Merger between
Nevada Northern and Southwest;

(2) Southwest to assume llability under $8,000,000
principal amount of First Mortgage Bonds, 5-1/2%
Serles due 1987 of Nevada Northern;

Southwest to create, after the effective date of
the merger, a new series of bonds in the prin-
cipal amount of $8,000,000 to replace the bonds
of Nevada Northern, the 1iability on which 1t
proposes to assume;

Southwest to issue not to exceed 129,409 shares
of 1ts common stock in exchange for all the
outstanding shares of common stock of Nevada
Nerthern; and

Southwest to issue 11,100 shares of its common
stock to certain officers and key employees
under an Incentive Stock Option Plan to replace
Stock options heretofore executed by Nevada
Northern.
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Southwest, a California corporation, 1s engaged in the
business of selling and distridbuting natural and liquefied
petroleum gas as a pudblic utlility in the States of Arlzona,
California and Nevada. Nevada Northern, & Nevada corporation,
is engaged primarily in the transmission of natural gas from a
point on the Idaho-Nevada border to the Renc-Sparks and Carson
City areas in Nevada. All of Nevada Northern's facllitiles are
located In the State of Nevada,

Southwest and Nevada Northern have entered into an

Agreement of Merger dated as of November 12, 1963 wheredby Nevada

Northern would be merged Iinto Southwest and 1ts separate corpo-

rate exlstence terminated leaving Southwest as the surviving
corporation. Southwest presently owns all ol the outstanding
preferred stock of Nevada Northern and 2,271 shares of ites
comnon stock. The outstanding preferred stock of Nevada

Noxthern 1s to be canceled upon the consummation of the merger.

Southwest, as the surviving corporation, will succeed
to all the rights and propertiecs and will be responsidble for
21l the debts, liabilities and obligations of Nevada Northern,
inciuvding that pertaining to the $8,000,000 of £irst mortgage
bonds heretolore issued by Nevada Northern; will issue shares
of its stock for outstanding shares of the stock of Nevads
Northern on the basis of 0.6 shares of common stock of
Southwest Ior cach share of common stock of Nevada Northern;
and will issue shares of its common stock upon the exerecise of

certaln regtricted stock options to be issued to key employees
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of Southwest Iin exchange for restricted stock options previously

granted to key employees of Nevada Northern. Southwest will

transfer t£o 1ts books of account the balances in the plant and

related reserve accounts of Nevada Northern and the other asset
,

and llabllity accounts subJect to only such cﬁanges as may bhe

required by the adjustment of the capital stock accounts.

The {irst mortgage bonds of Nevada Northern, which
will become an obligation of Southwest under the terms of the
Agreement of Merger, are dated November 1, 1962, are due
November 1, 1987, carry an interest rate of 5-1/2%, are
redeemable at 105.5% of the principal amount if redeemed
prior to Octobver 1, 1967, and at reducing premliums therealter,
provided, however, that the donds may not be redeemed prior to
October 1, 1967, directly or indirectly, from, or in anticl~
pation of, any borrowings by the company having an interes®
rate or cost to the company of less than 5-1/2% per annum.

The proceeds from the issue of these bonds were used to

rinance, in part, the construction program of Nevada Northern.

-

Nevada Northern heretofore issued restricted stock
options to certain of its key employees to purchase 18,500
shares of its common stock at $11 per share prior to
September 10, 1972. It is proposed that Southwest would issue
optlons to purchase 11,100 shares of its common 3tock at
$18.33-1/3 per share in exchange for the options previously
issued by Nevada Northern. The basis of the exchgnge ia

proporticnate to the exchange ratio of Southwest's common
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stock for Nevada Northern's common stock. The restricted stock

options to be issued by Southwest are identical in form o those
rreviously authorized by this Commission for Southwest and follow
conventional lines. The proceeds to be realized from the sale of
this stock will be used to finance, in part, future construction

programs of Southwest. Southwest has requested that 1t be
authorized to create, alter the effective date of the merger,
a new lasue of bonds in the principal amount of 38,000,000 to

replace the bonds of Nevada Northern, the liability on which

it will assume under the terms of the merger, and to execute 2

supplenental trust Indenture iIn conmnectlon with the issue of
such bonds. The Comnission does not have befores it at this

time the definitive terms of the bond issue. It appears that
The granting of this request 1s not a condition precedent to
the consummation of the proposed merger and that the request
could vest be considered at a subsequent date when Southwest

can flle with the Commission an application to Issue such bonds,
together with a copy of the supplemental trust indenture it

DLOPOSLS o execute Iin connection therewith.

Upon 2 full review of the application, we are of the
opinion, and find, that the proposed merger will not bHe adverse
to the public interest; that the money, property or labor to
be procured or pald for by the issue of the shares of stock
herein authorized is reasonadly required for the purposes
specified herein; and that such purposes are not, in whole
or in part, reasorably chargeadble to operating expenses or o

income. A public hearing 1s not necessary.
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The authorization hereln granted is not to be construed
to be a finding of the value of the propertles or shares of stock
of the two companies nor indicative of amounts to be included in
future proceedings for the purpose of determining Just and
reasonable rates. Such authorizatlion is for the purpose of this
proceedlng only, is Permilssive only, and is not to be construed

as requiring any shareholder to surrender his shares for exchange.

IT IS CORDERED that:

1. Southwest Gas Corporation 1s authorized to enter
into an Agreement of Merger with Nevada Northern Gas Company
in the same form, or in substant’ally the same form, as that
annexed to the appllication and marked Exhibit B, whereby
Nevada Northern Gas Company 15 t0 be merged into Southwest

Ges Corporation.

2. Southwest Gas Corporation, as the surviving ¢orpo-
ration under sald Agreement of Merger, is authorized to assume
all the debts, liabilities and obligations of Nevada Northern
Gas Compsany.

3. Southwest Gas Corporation, as the surviving corpo-
ratlon under sald Agreement of Merger, in exchange for shares
of commen stock of Nevada Northern Gas Company, may issue not
to exceed 129,409 shares of its common stock on the basis of
0.6 shares of common stock of Southwest Gas Corporation for each

share of common stock of Nevada Northern Gas Company.
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4. Southwest Gas Corporation is authorized to issue
not to exceed 11,100 shares of 1ts common stock at rot less than
$18.33-1/3 per share under and pursuant to the terms of an
incentive Stock Optlon Plan for Xey Employees, & copy of
which 1s annexed to the application and marked Exhibit D.

5. The request of Southwest Gas Corporation for
authorization to issuec new bonds in the principal amount of
$8,000,000 to replace the bonds of Nevada Northern Gas Company,
the 1labdiliity which 1t will assume under the terms of the merger,
1g denled. Southwest Gas Corporatlion may file a new application
requesting such authorization when the terms and conditions of

the propesed lssue have been ascertazned.

6. Within sixty days after the consummation of the
merger, Southwest Gas Corporation shall file with the Commission
a copy of each Journal entry used to record the merger on its

pooks ol account.

7. Southwest Gas Corporation, in connection with the
issuc of the 129,409 shares of 1ts common stock and in lieu of
& report under Ceneral Order No. 24-A, shall file with the
Commission, on or before the 25th day of each month until
such lgsue as herein authorized to be exchanged for stock of
Nevada Northern Gas Company has been completed, reports
showing the nuuber of shares of stock issued under the
authorizatlon herein granted in exchange for the shares of
stock of Nevada Northern Gas Company and showing the numbex

of shares of stock of Nevada Northern Gas company wnose owners
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have elected to take cash for their holdings and the total amount
of cash paid to such owners. For the 11,100 shares of common
stock to be lssued by Southwest Gas Corporation under its
Incentive Stock Option Plan for Key Employees, it shall file
with the Commission a report, or reports, as required by

General Order No. 24-4A,

8. The authority herein granted to issue 129,409
shares of common stock of Southwest Gas Corporation shall

expire if not exercised by June 30, 1964.

9. This order shall become effective on the date

hereof.

Dated at San Francisco, California, this / Z day
of DECEMHER ’ 196_li_v




