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SOO'l"HWES'l' GAS CORPORATION' 

for Authority to, Issue and ,sell ' 
107,000' Shares of·, Common- Stock, 
and' for 'Exemption" frau, 
Competitive-Bidding. 
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Charles H. McCrea. for. applicantr '. 
Sidney J .. Webb, for the Commission 

staff. 
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This is an application for an order of' thecommiss:LOn,.':', 

authorizi%l:g Southwest Gas. Corporation .. to issue and '.' seli,ex~pt 

from c:ompetitivebiddins, 107,.000 shares of its $ipar:·~alue .•.• 

common stock,' together with subscription warrants>:represent:LD.g' ' 

rights. to purchase said stock.· 

After due notice" a public '. hearing .. in:th1s,matter was' '. 
, ' 

held' ~fore Exam;ner Donovan in Los Angeles, on March l.7",).965,:' 

at which time the matter was taken under sUbmission. "The' 

Commission has received no protests, in the;' prcX:eeding, •• ,.",.' , 

Applicant is a cali:fornia,corporationenqaged};in'the 
. ',,\,.,- ' 

business of distributing and, selllig natural gaSandli~ef:ied~,': 
. ,'. "", , .- . '. '. , .. 

, ", .,. , I '.' " 

" , 
I.,' " ,' .... 

petroleum gas in portions of sanBernarQinocounty,:"Cali~orIu:a.:.::··· 

" ',,:. 
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In addition, the. company transmits, sells anci 'di~tribut~s~atural·, .. " 

gas in portions of· the States of Ar:lzona and Nevada .. 

'rhe .:', company' s current financing proqr~ 'anticipate::: 

net proceeosa,ggregating "$-12,000,000',. of whichapp;z::oximately 
'. '. " • 'I' , ' 

$3,OOO~OOO would 'be.derived:£rom the.SaleOf·c~.on.s,t~k.'~~ 
proposeQ in thl.s proceeding, $6',000,000 from bonds to be:. sold 

at competitive bidding, 'and $3~,000',OOO f~Otn p~eferredsto~k.; 

Of such $12,.000,000 net proceeds~'~pPlicant ,proP<'ses t~,utilize 
$7,000,000 for repayin<J. outstanding short-te:cnb3nk' :borr.owings . 

. " . 

I'" . t, . ~ '. '. 

its. construction program or to:reimburse its'treasUry,'for'fWlds: 
"":f "j."'" "" ' • 

already expended 'for construC't1on'. A c<:.'lmparfson'.: of,·the:' cOmpany" s' ' , 

capitaliza.tion ratios at January 31~,19GS.,. with thepro;':foma', .. 
' .. ", ,"'.,",.,!; :,' "",'"-'" 

ratios giving effect to sa£d proposed, $12,.000,OOO:'·of·fma...."cing~ , . 
, , , ... - , ," , ' , ,,' 

is as follows: 

Long-term debt 
Preferred stoCk 
commC?n stock" equity 

Total 

'. Jan. .31:'1' '. 
1965 ." ---;;';;"-' ..... ' . , . , , 

, ·S7~s%»< 
l·Ot:.~·.,.·· , ' •. '>: ': 
3-1. 6:~\ 

',:". ;" 

100'~ OOh . , 

.' ,;. " 

. 'Pro,<',:,~ . "" 
Form' .;.,,~> .. ' ',. ' . 

.. ~ " , 0.- ,,')' \~ " , . 

':' ",' 

Applicant proposes t.ooffer l07,.000sharesof'::its 
, I " ~ 1 " 

common stock, 1:ogether wi'th the rights to.:subscr1be the~efor,; 
, ,.' 

.,' "~'" ' 

to the holders of its common stock and $:1 DiVl;dend<convertible,' 

Preferred Stock on a record date to be: establtshed;.·Hoid~rs;,of'· 

the " company· s common stock will . receive'on~' right fO~ ea:cih"sha;e" 
", ' , "", : ' , . . ' ~ 

of common' stock held on the record, date ,.and holders c>{:tne"., 
, '..' , , 
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company'S $l Dividend Convertible Preferred,' Stock will receiv~: ' ' 

two rights for each sha:e of said, ;referred 'stockheld"on,~e , ' " 

recor<3 date. Subscription ri9hts wil,l be represented'by-
, , 

warrants, and twenty rights will, be'required:'ill. ,or~ert.~' sub--' 

scriJ:>e for each share of the stoCk.' Fractional shares: Will not 
,,",, 

be issued. Each share of ' the $1 Dividend Convertible,pX-eferred' 

Stock is convertible at the option of the holder ~totW: Shares,' 
. . , ,.,' , , 

of common stock. 'llle company reports that, at,Februa.ry-:10~,'l9~S.~' 
" " . . 

it had outstanding 84,287 shares. of $1 Dividend Convertible" 

Preferred Stock and 1,968,439 sharesof'common, stoc:l~>, 

The subscription price applicable to', the, common 'stock" , 

will approximate 10 percent be-low' the bid',price on: :~e~~ver..;.' 
, " 

" 

the-counter market on the date public offering ,commence's;': A" . 

quotation of the bid' price ,-;,:1=. ,the' 'time of', thci,',hearing', Was ,$34 , 
. .. i 

per share. Certain underwri tors, propose to: make 'a'fim<s'tandbY 
, J .>., . 

commitment to purchase all unsubscribed shares at the sub~ 
If; ,."'. t'.,.':i '" ' 

scription price. Applicant will payfor~such co~t:xnent'30,', 
.. • if 

' -, -' , ,- ',' ", -"I' ,'" , ' 
cents per share (or $32, 100 for the l07,.000sharesl pl.us-an: 

.' '. 
,'" 

additional 50 cents per share ,with respect to- eachshare\o.f:' 
.... " 

unsubscribed stock and each shaie.('!cqul:red by the'underwriter~, '.' " 

through the exercise of ri9htsp~ cha,sed;·by.thent. ' In,:the 

event that not more' than threeper~entof1:he-:;harezremain:" 

• , " • • I ' ,~ '" ,,~, ," • ii, '~'.' 

subscription price rec:ei ved' by 'the underwri tors:' during':'<'the'" 
. .', I ',.t ." \,-' '" -.:' ,'" I 

thirty-day period following expiration of, the rights .•. ' .If 

between three percent and ,ten percent ,of the', sharc~:'remain' ' ' 
- , 

'" '. 
", 

, , 

H "" " 
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unsubscribed, applicant will receive so perc:ent of such excess:. 

The excess in ei.ther insta.nce 'WOulCl be computed after,oedueting 

all expenses incident to the sales .. 

None of applicant' s stoel<: has pre-emptive rights. to,' " 

subscribe to new offerings of stock and, in vicw-of' the' fact ' 

that the proceeds to be derived from the proposed issue of 

107,000 shares of common stock might exceed $3~ 00,0,000', "the 
" 

company requests the Commission' to" grant an exemption from ,its 

oompoti.t:i.ve bidding rule.. :tn support of such'r~quest, 'applicant 

asserts that: (a) the proposed method ,ofsell:tngdoes:,not: " 

est<lblish anarbitraxy value on the stock, ane:, the':~is~ou.~t, 
. • " ,<",'" , 

from. the mark.et price is ~ customary and roasonable'one;:. 

(b) it does not>believe that any otl'ler method of, distribution' . , 
would result in lower unde~itin(i cemmi:ssions: (c) it, 

:believes that its existing' shareholders' represent the most, 

receptive and most knowledgeable market for the stoc1t;and 
, ' ' 

the p::-oposeo method of distribution will result in les,s dis

ruption of the market for the company"'s cormnon'st~k"and,' $1 

Dividend Convertible Pre£erreCl S~cock thanwoUl'dany 'o'cner 

mothod: (d) the ·proposed, subscription :t>ri~e;' boes'not con":' . 

stitute an excessive benefi':t to existing' shax:'ehoidcrs.::,.,::(~)

the- price per ~e and the amount to be roceived'f~r'>l::he' 
" 

stock will have no effect on the company' spresentor:~ future 
. . . ',,' 

" 1 

rates: anCl (f) the expenses involved,. in acompe'::i'i:ive 'bic1ding . 
" , 

',,' '1', ", 

offering arc substantially highor than thoso' involved:in'"t:h~: ..... 

'proposed rights. offering ~ 
: .. ~ . 
"'""I', 

~" ' 
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, ;'~.' '..: ' , 

, ", ' 

.~. . 
Y', . 

" , " : f' ,-
, ,. 

,"-' 

1 i 

I' 

" 

, ; " 

"" .:'. 

- 4' -' 



" ,. 

'I'hecommission has considered this matter ' ~d,;find::; 

that: (1) the proposeCl stoc:kissue is for proper' pw:Pose~t . ' 

(2) applicant will have need for fUnds from external sour c:e s ' 
for the pw=poses set forth in thi.s proceeding,; ,(3,)appl.icant ~ s 

", .:: 

plan for selling 107,000 shares of 'c¢mmon stock without'cOrri-

petitive bidding will not be adverse to; the' publicinteresti 
•. r, ':"...-

(4) the money, property or labor to 'be procuredor.pa!d:£or 
.' .... ' 

. ,,,' . 

by the issue of the ·stock here.ill authorized is reasonably: 

reqaireo for t'l'le purposes specified· herein: and (SJ suCh 
, ,'. 

p\l.X'pOses are nO"i:, in whole or ill, part,reasonablY,c:h:ar9'c~le 
.' ',.' "I, '., 

to ope:ratin9' expenses or to' i.ncome.on the basis, of;::b.eae 

findings we conclude that., the aJ?pli~ati~Il: s'hO\lid~'gJ:~ted:~ 

In issuing our orderhercin,;wQ'l:)laceap.?lic3n~~.and 
•• ' <,' 

its shareholders on notice that we do not' re9'ardth~ 'I,luInber')of ,.' ' 

shares outstanding" tho, total par val.ue ~f the, sha:z:~s'n'or' 'the ' 

di vioenQs paid as measuring the' retu.rn applicant. ,'should ,be 

allowea to, earn on its investment'in plant and ,'that' 'the " " 

. , ." . 

authorization herein siven is not. to, be construe.oas.afinding 

, , 

" 
.'; ' . 

of tbevalue of appliecmt~s stock or properties .'.noras.:;',ixldicativc " .' 

of amounts to 'be included in proceedings, for ':thC:'.:determin~tion,.o:E.': 
""',.. 

just andr~onable rates.. , , ' 
I.', 

',' ,r 
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ORDER -----.-
IT' :CS ORDERED that: 

1. The issue and sale by Southwest GasCo:rpo:r::ationiof 

107,000 shares of its $1 par value common stock, are hereby, 
, ,,'. ' 

exempted from the Commission's ,competitive bidding rule whichi:s, 

set £o~ ~~in Decision No. 38614; date<:1 'January 15, 1946~:as 

amended by Decision No;. 49941, dateCl· April 20, '1954~': 
(, I· 

"' I ,: 

2. On or after, the effective date hereof,'~d::on or " 

before AU9USt 31, 1965, Southwest, Gas corporation may :Lssue and'·:' 

sell 107,000 shares of its $1 par value common stoc)~,.' ,t09cther 

with subscription warrants represonting rights '!:opurchasesuch' 
'~" ' . 

stock, to the hol<:1ers of its $1 Divi.dend convertible, Preferred:-.-
. . . . 

Stoekand common stock and to- the general public, ali'as: 
'Ii ' . " ' . I:, ,'<1 ,,,.':~:,, ' " '. . '." 

specified in the application, atapr:Lce per share not lowar 

than 10 percent below, the latest available, quoted bid· price' 
. ..' ~ 

of its common stock on the over~the-<:ounter market,'~~the,' day" 

the offering of the stock commences. 

3. Southwest Gas. Corporation shall :usethe·' proceeds," 

from the. sale of such' stock for thepurposessetfOl:1:h,in,'thiS,. 

proceeding. 

I' , ," 

'.-' .. 

4. within thirty days after issuing the: s:'coc1t.b.erein 
, • \ 'I ,", 

authorized, Southwest Gas Corporation shall file wi th'the . 

commission three copies ,of' its. prospectusand'a' repOrt showing " 
:" ,. . 1,':- ': ',;, ':. I', " ,: ,," .,_' 

• ..' • ' . .'., ,', '!"', ' , ' 

the numl>er of holders of lots $1 Dlov:Ldend Convertible Preferred: 
, . ' 

. , ,.'" 

Stock, and common- stock on the. record' date, "the number :0£ :Sharosi 
, 

-·i'· 

',. ,~ 

.<.'1' . 

. ,". ,-,':' ." 
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mlDscribed, by shareholders" by others upon' p~~ase;~fri9htstO: 
subscribe, and by underwri tars. ' Suc:hreport, shall 'be' filed~.in ,'. 

lieu of a report, or reports, under Genera:l Order No., 24-B: • 
. ' , " 

s. Within six' months after issuing- the stoCk'herein, 

authorized, Southwest Gas ,Corporation shall file with~the 

Commission a report showing-,'i:.he ~es incurred ill. '.':connection 

w:i.ththe issue and sale of 'such 107,000 shares: of c:ommon::'stOek ''', 

and the account, or acc:ounts, -co- Whic:hsuc:h ~ses : were ''', c:harged~. ' ' 
,:1' 

o. The effective aateof this order shall "be f1ve"· 
'," 

days after the date, hereof. 

Dated at __ -...;San=:...:..Fran;;.::.;:cl5c=o-~ __ -" californi.a" 

day of _"""",Ztu~;w.-.UoQM:;l,~ .. U~--.J" 1955." 


