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6646:1. Decision No. ________ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

In the matter of the app11cat1on 

of SOUTHWEST GAS CORPORATION 

for authority to issue securities 
and to carry out the terms and 
cond1tlons of an Agreement of 
Merger. 

App11cat1on No. 45964 
Filed November 15, 1963 

o PIN ION -------

By this applicat10n Southwest Gas Corporat1on (Southwest), 

in order to carry out the terms and condit1ons of an Agreement of 

Merger whereby Nevada Northern Gas Company (Nevada Northern), an 

atf1l1ated company, would be merged into Southwest, requests that 

the Commission author1ze -

(1 ) 

(2) 

(4) 

(5) 

T~e execut10n of an Agreement of Merger between 
Nevada Northern and Southwest; 

Southwest to assume 1iab111ty under $8,000,000 
pr1nc1pal amount of F1rst Mortgage Bonds, 5-1/2% 
Ser1es due 1987 of Nevada Northern; 

Southwest to create, after the effect1ve 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 l the liability on wh1ch it 
proposes to assume; 

Southwest to issue not to exceed 1291409 shares 
of its common stock 1n exchange for all the 
outstand1ng shares of common stock of Nevada 
Northern; and 

Southwest to issue 11 1 100 shares of its common 
stock to certain off1cers and key employees 
under an Incentive Stock Opt1on Plan to replace 
stock opt1ons heretofore executed by Nevada 
Northern. 
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Southwest, a Cal1forn1~ corporation, is engaged in the 

bu::1ness of selling and distr1b'lt1tlg natural and liquefied 

petroleum gas as a pu~11c utility in the States of Ar1zona, 

Ca11fornia and Nevada. Nevada Northern, ~ Nev~da corporation, 

is engaged primarily 1n the transmiss10n of natural gas from a 

p01nt on the Idaho-Nevada border to the Reno-Sparks and carson 

C1ty areas i~ Nevada. Allor Nevada Northern's facilit1es are 

located in the State or Nevada. 

Southwest and Nevada Northern have entered into an 

Agree:ne~t of Merger dated as of November 12, 1963 whereby Nevso.a 

Northern would be reerged into Southwest and its separate corpo

rate existence terminated leaving Southwest as the surviving 

corporat10n. Southwest presently owns all of the outstand:tng 

preferred stock of Nevada Northern and 2,271 shares or 1ts 

co~on stock. The outstanding preferred stock or Nevada 

Northern 10 to be canceled upon the consummation of the mc~ger. 

southwest, as the surviv1ng corporation, will succeed 

to all the rights and properties and Will be responsible tor 

all the debts, liabilities and obligations of Nevada Northern~ 

including that perta1n~.ng to the $8,000 1 000 of first mortgage 

bonds heretorore issued by Nevada Northern; will issue shares 

of its stock for outstanding shares of the stock of Nevad~ 

Northern on the basis of 0.6 sh~res or coomon stock of 

Southwest tor each share of common stock of Nevada Northern; 

and will isoue shares of its common stock upon the exerc~se of 

ce~ta1n restricted stock options to be issued to key employees 
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of Southwest in exchange for restricted stock options preViously 

granted to key employee::; of Nevada Northern. Southwest ~11ll 

transfer to its books of accoth~t the balances in the plant and 

related reserve accounts of Nevada Northern and the other asset 
/' 

and liability acco,mts subject to only such changes as may be 

required by the adjustment of the capital stock accounts. 

The t1rst mortgage bond::; of Nevada Northern~ which 

will become an obligat10n of Southwest under the terms of the 

~reement of Merger~ are dated November l~ 1962, are due 

November l~ 1987~ carry an interest rate of 5-1/2%, are 

redeemable at 105.5% of the principal amount if redeemed 

prior to October l~ 1967, and at reducing premiums therearter.~ 

providea~ however, that the bonds may not be redeemed pr10r to 

October 1, 1967, d1rectly or ind1rectly, from, or 1n antici

pation of, any borrowlngs by the company hav1ng an interest 

rate or cost to the company of less than 5-1/2.% per ann'~. 

The proceeds from the iosue of these bonds were used to 

t!na~ce~ in part, the construction program of Nevada Northern • .. 
Nevada Northern heretofore issued restr1cted stocl-: 

options to certa1n of 1ts key employees to purchase l8~500 

shares of its co=mon stock at $11 per share pr10r to 

September 10 1 1972. It 1s proposed that Southwest would 1ssue 

options to p~chase 11~100 shares or its common stock at 

$18.33-1/3 per share in exchange for the opt1ons previously 

issued by Nevada Norther.n. The bas1s of the exchange 13 

proportic~te to the exchange ratio of Southwest's common 
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stock for Nevada Northe~n's common stock. The restricted stock 

options to be issued by Southwest are ide.ntic~l ~n form to those 

previously authorized by this Co~~ssion for Southwest and follow 

conventional lines. n~e proceeds to be realized from the sale of 

this stock will be used to finance, in part, future construction 

p:'ograms of Southwest. Southwest has requested that 1t be 

authorized to create, after the effect1ve date of the merger, 
a new ~~suc or bondo ~n the pr~no~pal amount o~ $8~OOO~OOO to 

!'eplace the bonds of Nevada Northcrn~ the liability on which 

it ~~ll assume under the ter~ of the nerger l and to execute ~ 

supplemental trust :tnden"i;;l..t::-e :tn conneet:ton w:tth the 1.ss'..te o"r 

such b~nds. The Co~~~ss1on does not have beforo it at this 

time the defin1tive terms of the bond issue. It appears that 

the gran.t1ng of this request is not a condition precedent to 

the cons~~t1on of the proposed merger and that the request 

could cest be considered at a subsequent date when Southwest 

car. ril~ with the Commission an application to issue such bonds, 

together ~th a eopy of the zupplcmental trust indenture it 

proposes to execute in connection therewith. 

upon e full review of the application, we are of the 

op1nion~ and f1nd~ th~t the proposed merger will not be adverse 

to the public interest; that the money, property or labor to 

be procured o~ p~id for by the iosue of the shares of stock 

herein authorized is reasonnbly required for the pu~poses 

specified herein; and that such purposes are not, in whole 

or in part, reasor~bly ch~rgeable to operating expenses or to 

inco~e. A ~ubl1c hearing is not necessary. 
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The authorization herein granted is not to be construed 

to be a f1nding of the v~lue of the prope~t1e5 or sha~es of stock 

of the two companies nor indicative of amounts to be included in 

~~turc proceedings tor the purpose o~ determ1ning just and 

reasonable rates. Such authorization is for the purpos~ of this 

p~oceed1ng only .. is permissive only, and is not to be construed 

as reqUiring any shareholder to surrender his shares for exchange. 

o R D E R 

IT IS ORDERED ';;hat: 

1. Southwest Gas Corpora'~ion is aU~lihor1zed to enter 

into an Agreement of Merger with Nevada Northern Gas Company 

in the same form .. or in substant~.alJ.y the same form, as that 

annexed to the application and marked Exhibit B .. whereby 

~evada Northern Gas Company is to be merged into Southwest 

Cles Corporation. 

2. Southwest Gas Corporation .. as the surviving corpo

~ation ~der said Agreement of Merger .. is authorized to assume 

all the debts, liabilities and obligations of Nevada Northern 

Ga s Company. 

3. Southwest Cas Corporation .. as the surViving corpo

ration under said Agreement of Merger .. in exchange for shares 

of co~on stock of Nevada Northern Gas Company, may issue not 

to exceed 129 .. 409 shares of its common stock on the basis of 

0.6 sh~res of commor. stock of Southwest Gas Corporation for each 

ohare of COl'J'llton stock of Nevada Northern Gas Company. 
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4. Southwest Gas Corporat1on 1s author1zed to 1ssue 

not to exceed 11~lOO shares of 1ts common stock at not leas than 

$18.33-1/3 per ohare under and purs~ant to the terms of an 

:i:ncentl ve Stock Option Plan for Key Emplo~rees ~ a copy of 

wh1ch 1s annex.ed to t1)e application and marked Exh1b1t D. 

5. The request of Southwest Gas Corporat1on for 

~uthor!zat1on to 1ssue new bonds 1n the principal amount of 

$8,,000,.000 to replace the bonc1~ of' Nevada Northern Gas Company .. 

tl'lC l1ab13.1ty whlc!'l. it will assume under the terms of' the merger .. 

is d~n1ed. Southwest Gas Corporat1on may f1le a new application 

request!ng such authorl=at1on when the ter~s ond cond1tions of' 

the proposed l~sue have been ascerta~ned. 

6. Within sixty days after the cons~~tion of the 

:.erger" So~thw'est Gas Corporation shall f1le with the Commission 

a co,y of each journal entry used to record the merger on its 

books ot acco\L~t. 

7. Southwest Gas Corporat1on" 1n connect1on with the 

i~3UC of the 129J 409 ~hares of its co~~on stock and 1n lieu of 

a report under General Order No. 24-A" shall file With the 

COmmission .. on or bero~c the 25th day ot each month until 

such issue as herl~ln authorized to be exchanged for stock of 

Nevada Northern G:lS Company has been cOl'l'1pleted" reports 

shoWing the n~ber of shares of stock issued under the 

a~thorizat1on herein granted in exchange for the shares of 

stock of Nevada Northern Gas Company and showing the number 

of shares of stock of Nevada Northern Gas Company whose owners 
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have elected to take cash for the1r holdings and the total amount 

or cash paid to such owners. For the 11 1 100 shares of common 

stock to be issued by Southwest Gas Corporation under its 

~centive Stock Option Plan for Key Employees l it shall file 

~~th the COmmission a report~ or reports l as reqUired by 

General Order No. 24-A. 

8. The authority herein granted to issue 129,409 

shares of common stock or Southwest Gas Corporation shall 

expire if not exerc1sed by June 30 1 1964. 

9. This order shall become effective on the date 

hereof. 

Dated at San Francisco J California J this / 7 day 

of _____ -'D ..... E"""'C~t..wlxl ..... t:loIooICa:~· ____ ? 196-1-. 
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