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Decision No. __ 68~_S;.;3_3_· ___ _ 

BEFORE 'lEE PUBLIC tn'ILI'l'IES COMMISSION OF THE· S'I'A'l'E OF" CALIFO~ 

In the Matter of the Application ) 
of ) 

) 
SOUTHWEST GAS CORPORATXON ) 

Application. NO, •. 472l9'.' 
Filed'December 29,:.·' 1964 

) 
for Author~ty to Issue Shares ) " '. 
of its Common Stock. ) , 

'I'his is an application for an order of the ComnU.s·sio~ 

authorizing SOuthwest Gas Corporation. to issue and sell not .to, 

exceed 14,700 shares of common stock having an aggregate par 

value of $14 .. 700 under the terms of an 1!lcenti ve ,stock .op:ti~n 
.' '., " , 

plan~ 

On AprilS .. 1957 .. the cotnpanyJ$ SOard,of .. Directors" 

adopted an l:ncenti ve stocl<: Option Plan for Key En:p'loyees~ wlUch . 
. . 

was approved by stoe~olders at'an annual meeting. hei~ onMay6~ 

1957. F:om time to ti."nc applicant has' granted to' key e~ployees" . 

~estricted s'coek options to purchase common. shar~spUrsuant: to., .'. 
provisions of the plan and the company hasobtainco;,).~t:hori ty . ' ..... 

from this Commission to' issuo and .sell' shares' c:ommittodto .. 

such options. 

'l"'.ae application shows '~at. ale a meeting held .on 

March 17 .. 1964 .. t1le compan;f's Board of ,Direc·tors: adopted 

resolutions. whicll granted twenty-six key employees op'i:~ons 
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to acquire an aggregate of 7,350 shares at a',price, of' $5.3:.2S'pe~. 

share, saie price being 100".4 of the fair market value of appli~, 

cant' s stock prevailing on, such date on the LOS.A%lgeles'over-· 

the-c:ounter market., SUbsequent to said date, the' company,was.."',' 

pexmitted to effect a two-for-one split up of its outstanding 

common stock and, as a consequence, oach of the twenty-six 

employees will, have unexercised options to. purchase an:, aggregate 

of 14,700 shares, at a price of "$26-.625 per share .. 

I' , • 

'Onder the general provisions. of Sections:42142S-of 

t:ae Internal Revenue Code of 1954, as amended by the Revenue 

Aet of 1964, options granted after, the year 1963 must ~ 

qua1ified stock options or employee purehase planopt:i.ons. 

In order to meet the requirements of section' 422' of the· " 
. " " 

Internal Revenue Code, the company and eaCh of the twenty-six 
'. ' , 

employees will execute a Grant of Qualified Stoe."t Opti'on~ a, " 

copy of which is attached to the application as Exhib:LtD' .. 

':he option contains provisions pertaining to' nontransfeJ:ability, " 
, , 

tennination and adjustments upon changes. in capi talization;:as: 
, 'c.' • 

well as the requirement that. it must be exe:r:cised .with:i.n::five· 

yoarsafter it is granted. 

Info:cnation ,available to· the Commission indicates·' 

that applicant will have need for the $391,387;.50 of eqlli.ty' 

funas to be derived fromtbe exorcise of such options' and 

that it will use saiC! funds to finance part 'of its capital" 

costs. 
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The Canmission has considered' this matter ana:,· fines, 

that: (1) the proposed issue of common stock under the' . stock 

option plan wou.ld not be ac:1verso to thepublic'interest:~, 

(2) the money, property or labor to be- procured or paid: for 

by the issue of the stock herein authorized is', reasonably 

required for the pw:pose specified herein: and (3:) sucb.:pur- ,', 

pose is not, in whole or in part, reasona]:)ly chargeable, to. 

operating expenses or to'incOIde. 
, , . . 

on the basis of these findings 

we conclude that the application should be' grantec:1~, Ap\Wll;<: ',' 

1"J.earing isnotne<:essary. 

In issuin9 our order 'herein, we place' applicant" and " 

its shareholders on lloti<:e that we do not rcgarathe, nUmber,of 

shares ontstanding', the total par val'le of the shares nor, the 

dividends paid as measuring the retuJ:n applicant should' 'be 

aJ.lowed, to earn on its investment. in plant and that the, 

authorization herein given is no't' to:be construec:1 as a ,finoing 
. . . . 

of value of appli<:ant' $ 'stock or,' properties nor' as indicative ' 

of, a.-nOU!lts to be includee in proceedings for the ,determination ' 

of just and reasonable rates. 

ORDER ---..-.-

IT IS ORDERED' that: 

1. SOuthwest Gas CorpOration' may grant qualified 

stock options by executing dO<:Uments in the same fOrreL, or, 

in substantially the same form,' as that attached: to' the 

application as ExhiJ:>it D. 
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2. Southwest Gas corporation may issue and sell,not 

to exceeca 14,700 shares of ita common s.tock, or such n'l.lIDber, of 

shares as ~y be required upon adjustments in capitalization, 

under and pursuant to the terms of its, Inc:enti Ve" Stock' ,Option' 

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

Application No. 39249 as Exhibit A. 

3. Southwest Gas CorporatioD. shall' use, the, proceeds. 

£rO:l the sal-e of such shares to, finance capital costs. ' 

4. SOUthwest Gas corporation shall file with: the 
, , ' 

Commission a report, or reports, as required, by General Order 

No. 24-B, which orcSer,. insofu as applicable" is. her~'made; 

a part of this order. 

, 
5. The ef:Zect:ive da~e of this order is the date, .. ' 

hereof. 

Dated at 

clay of 

I·. j' 

'~ '~~',j; 

". ' 

S!.p Fran(!tMD ~ ,.California, this 
• .t, 

" ' 

FEBRUARY' , 1965,. 
,..,J'.J 
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