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Dec1s1on No. __ 6.;..""'4~,;;;;;1;.;:;3;..;:8=--__ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the App11cat1on 

of SOUTHWEST GAS CORPORATION 

for Author1ty to Sp11t-up Its 
Common Stock and to Issue 
Secur1t1es 

OPINION -------

App11cation No. 46289 
Filed March 161 1964 

This 1s an app11cation for an or~er of the Co~aalon 

author1z1ng Southwest Gas Corporation (1) to sp11t-up 1ts common 

stock and in connect1on therew1th to 1ssue one new share of 1ts 

$l par value common stock for each outstand1ng share of such 

sto,zk l (2) to amend 1ts Articles of Incorporat1on.. (3) to 

1SS'le tw1ce as many shares of common stock upon conversion of 

pr1~r preferred stock and $1 dividend convert1ble preferred 

stock as 1t was author1zed to issue upon convers1on thereof 

prior to th~ proposed spllt-UPI and (4) to 1ssue l upon the 

exercise of restricted stock opt1ons .. not to exceed (a) 800 

shares of common stock at $5.62, per share, (b) 51200 shares 

of common stock at $8.871 per' share .. and (c) 21 1 680 shares of 

common stock at $9.16-2/3 per share. 

Applicant 1s a ca11fornia corporation engaged in the 

bUSiness of d1strlbutlng and selling natural gas and l1quef1ed 

petroleum gas 1n portions of San Bernard1no COuntYI california, 

and is also engaged in the sale and d1stribut1on of natural gas 
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in portions ot the States ot Arizona and Nevada. It reports 

that its shareholders have approved a proposed sp11t-up of its 

$1 par value common stock into two shares of $1 par value common 

stock for each share outstanding on the effective date of the 

split-up. An amount equal to the aggregate par value of all 

shares of common stock outstand1ng immediately prior to the 

effective date of the split-up would be transferred from paid-1n 

surplus to stated cap1tal. 

The applicat10n shows that the total number of shares 

of the company's common stock outstanding on February 17, 1964 

was 736, 048i however, it explains that the number of shares 

outstanding on any future record date that may be establi~hed 

in connection with the proposed split-up cannot be ascertained 

at the present time in view of the continuing conversion into 

common stock of shares of prior preferred stock and $1 div1dend 

convert1ble preferred stock. 

The corporation asserts that the proposed two-tor-one 

split-up of 1ts outstand1ng shares of common stock (a) w11l pro­

vide a broader market for such stock as a result of the 1ncreased 

number ot shares outstanding, thereby caus1ng such shares to 

become easier to trade and more desirable to the investment 

pub11c, (h) will accommodate members of the investment public 

of moderate means who desire to traae in so-called round lots by 

reduc1ng the market pr1ce to the ne1ghborhood of $20 to $25 per 

share on the basls of current market prices> and (c) will en­

courage market cond1t1ons favorable to the future lssuance of 
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additional equity securities for the purposes of construction, 

completion, extension and improvement of its facilities. 

By Dec1s1on No. 55528 , dated September 10, 1957, in 

Application No. 39248, the Commission authorized Southwest Gas 

Corporation to issue such number of 1ts common shares as may be 

necessary for the exercise of conversion privileges by the holders 

of its pr10r preferred stock. S1milarly, by Dec1sion No. 62819, 

dated November 21, 1961, 1n Applicat10n No. 43891, the COmmiss1on 

authorized the corporat1on to issue such number of common shares 

as may be required 1n exchange for shares of 1ts $1 d1v1dend con­

vert1ble preferred stock at the then applicable convers1on price 

upon the exercise by the holders of conversion privileges. 

With respect to holders of opt1ons to purchase shares 

of common stock under the company's incent1ve restr1ct1ve stock 

opt1on plan tor key employees, the app11cation 1ndicates unexer­

c1sed opt1ons to purchase, 1n the aggregate, 400 shares of common 

stock at $11.25 per share, 2,600 shares of common stock at $17.75 

per share, and 10,840 shares of common stock at $18.33-1/3 per 

share. After consummat1on of the proposed sp11t-up the opt1onees 

would be entitled to purchase tw1ce the number of shares indicated 

1n the1r respective opt1ons at one-half of the specified opt1on 

pr1ces. In connect1on w1th author1z1ng app11cant to issue shares 

relat1ng to the $11.25 and $17.75 options, the Commission by 

Decis10ns Nos. 59456, dated January 5, 1960, in Application 

No. 41720,11 and 62762, dated November 7, 1961, in App1icat1oll 

No. 43718, respect1vely, spec1f1ed max1mum numbers of shares 
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"or such number of shares as may be requ1red upon adjustments 

in capita11zation." Ho~.,ever" the Order in Dec1s1on No. 66461" 

dated December 17" 1963, in Application No. 45964" does not 

provide for an a1ternat:1ve with respect to the $18.33-1/3 

options. 

The COmmiss10n has cons1dered th1s matter and f1nds 

as rollows: 

1. The proposed sp11t-up of common stock" together 
with the issue of addit10nal shares resulting 
therefrom" wc,u1d not be adverse to the public 
interest. 

2. App11cant ma~' amend 1ts Articles of Incorporat10n" 
1n the ma nne x' proposed" w1thout approval by this 
COmmission. 

3. OUtstand1ng author1zat1ons by th1s Commiss1on 
perm1t applicant to issue additional shares of 
common stock resulting from the proposed split-up 
upon (a) conversion of 1ts outstand1ng shares of 
prior preferred stock and $1 dividend convertible 
preferred stock" and (b) the exerc1se of restricted 
stock options presently providing ~or purchase 
pr1ces per share of $11.25 and $17.75. 

4. The money" property or labor to be procured or paid 
for by the issue of the shares of common stock 
herein authorized is reasonably required for the 
purposes spec1fied herein" which purposes are not" 
in whole or in part" reasonably chargeable to 
operating expenses or to 1ncome. 

On the basis of the foregOing f1nd1ngs" we conclude that 

the application should be (1) dismissed" insofar as it seeks 

approval of the Amendment to 1ts Art1cles of Incorporation" 

(2) dismissed, insofar as it seeks author1ty prev10usly granted 

and outstand1ng" and (3) granted in all other respects. A public . . 
hearing is not necessary. 
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In issuing our order herein, we place app11cant and 

its shareholders on notice that we do not regard the number of 

shares outstanding, the total par value of the shares nor the 

dividends pald as measuring the return app11cant should be 

allowed to earn on 1ts 1nvestment in plant and that the 

author1zat1on herein given 1s not to be construed as a finding 

of value of app11cant's stock or properties nor as 1ndicat1ve 

of amounts to be lncluded in proceedings for the determ1nation 

of just and reasonable rates. 

o R D E R 

IT IS ORDERED that: 

1. Southwest Gas Corporat1on may split-up 1ts common 

shares, and 1n connect1on therew1th may lssue, to the respective 

holders of its common stock, one new share of its $1 par value 

common stock for each share of $1 par value common stock out­

standing at a record date to be determ1ned by 1ts Board of 

D1rectors. 

2'. Southwest Gas Corporat1on may 1ssue, upon the 

exercise of restricted stock options after the effect1ve date 

of said stock split-up, ln 11eu of the 10,840 shares of common 

stock which it 1S now authorized 'to issue at $18.33-1/3 per 

share pursuant to its 1ncent1ve restricted stock opt1on plan 

for key employees, not to exceed 21,680 shares of 1ts $1 par 

value common stock at $9.16-2/3 per share. In the event of 
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further adjustments in capitalization, applicant may 1ssue such 

number of shares, at correspond1ngly adjusted prices, as will be 

cons1stent with sald plan. 

3. W1thin thirty days after filing w1th the Secretary 

of State, Southwest Gas Corporation shall flle w1th the Commiss1on 

a certif1ed copy of the Amendment to 1ts Art1cles of Incorporation 

referred to 1n the app11cat1on. 

4. Southwest Gas Corporatlon shall file With the 

Comm1ssion a report, or reports, as reqUired by General Order 

No. 24-A, wh1ch order, 1nsofar as app11cable, 1s hereby made 

a part of th1s order. 

5. This app11cation 1s dismissed insofar as it seeks 

(a) approval of sa1d Amendment to app11cant's Articles or 

Incorporat1on, and (b) authority previously granted and 

6. The effective date of th~s order ~s the date hereor. 

Dated at _____ San __ Ftot\_'I'I_~_.i~_eo ______ , C81j.!'oX":Ua, 

this ~rd day or _...--I.,.~~~~'~ ___ _ 

ossioners 
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