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FINANCIAL STATEMENTS AND EXHIBITS.

Listed below are all financial statements and exhibits filed as part of this annual report:

 (a) Financial statements, including statements of net assets available for benefits as of December 31, 2009 and 2008, and the related statement of changes
in net assets available for benefits for the year ended December 31, 2009 and notes to financial statements, together with the report thereon of
PricewaterhouseCoopers LLP, independent registered public accounting firm.

 (b) Supplemental Schedule: Schedule H, Line 4i - Schedule of Assets (Held at End of Year).  All other schedules required by Section 2520.103-10 of the
Department of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974 and not
included herein have been omitted because they are not applicable.

 (c) Consent of PricewaterhouseCoopers LLP, independent registered public accounting firm.

Pursuant to the requirements of the Securities Exchange Act of 1934, the members of the Southwest Gas Corporation Benefits Committee have duly caused this annual
report to be signed by the undersigned hereunto duly authorized.

SOUTHWEST GAS CORPORATION
EMPLOYEES’ INVESTMENT PLAN

 
 By /s/ George C. Biehl
  George C. Biehl
  Executive Vice President,
  Chief Financial Officer and
  Corporate Secretary
  Southwest Gas Corporation

Dated:  June 23, 2010
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SOUTHWEST GAS CORPORATION

EMPLOYEES’ INVESTMENT PLAN

FINANCIAL STATEMENTS AND SUPPLEMENTAL SCHEDULE

AS OF DECEMBER 31, 2009 AND 2008 AND
FOR THE YEAR ENDED DECEMBER 31, 2009
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Report of Independent Registered Public Accounting Firm

To the Participants and Administrator of
Southwest Gas Corporation Employees’ Investment Plan

In our opinion, the accompanying statements of net assets available for benefits and the related statement of changes in net assets available for benefits present fairly, in
all material respects, the net assets available for benefits of Southwest Gas Corporation Employees’ Investment Plan (the “Plan”) at December 31, 2009 and 2008, and
the changes in net assets available for benefits for the year ended December 31, 2009 in conformity with accounting principles generally accepted in the United States of
America.  These financial statements are the responsibility of the Plan’s management.  Our responsibility is to express an opinion on these financial statements based on
our audits.  We conducted our audits of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United States).  Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.  An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation.  We believe that our audits provide a reasonable basis for our opinion.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.  The supplemental schedule of Schedule H, Line 4i
- Schedule of Assets (Held at End of Year) is presented for the purpose of additional analysis and is not a required part of the basic financial statements but is
supplementary information required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income Security
Act of 1974.  The supplemental schedule is the responsibility of the Plan’s management.  The supplemental schedule has been subjected to the auditing procedures
applied in the audits of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

/s/ PricewaterhouseCoopers LLP

Los Angeles, California
June 23, 2010
 

  4
 



 

SOUTHWEST GAS CORPORATION
EMPLOYEES' INVESTMENT PLAN

     
Statements of Net Assets Available for Benefits

  December 31,  
  2009   2008  
       
       
Assets:       
   Investments (see Notes 2 and 7)  $ 256,839,304  $ 207,905,507 
   Receivable from employer   60,309   48,988 
      Total assets   256,899,613   207,954,495 
         
         
Net assets available for benefits  $ 256,899,613  $ 207,954,495 

The accompanying notes are an integral part of these statements.
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SOUTHWEST GAS CORPORATION  
EMPLOYEES' INVESTMENT PLAN  

    
Statement of Changes in Net Assets Available for Benefits  

    
    
    
  Year Ended  
  December 31,  
  2009  
Additions:    

Additions to net assets attributed to:    
Investment income:    

Net appreciation in fair value of investments (see Note 3)  $ 38,333,427 
Interest and dividends   5,198,248 

   43,531,675 
Less investment expenses   35,652 
Net investment income   43,496,023 

     
     

Contributions:     
Participant   13,807,576 
Employer   4,350,222 

   18,157,798 
     

Net additions   61,653,821 
     
Deductions:     

Deductions from net assets attributed to:     
Benefits paid to participants   12,708,703 

Net deductions   12,708,703 
     

Net increase in net assets available for benefits   48,945,118 
     
Net assets available for benefits:     

Beginning of year   207,954,495 
End of year  $ 256,899,613 

     
     
     
     

The accompanying notes are an integral part of this statement.  
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(1) Description of Plan

The following description of the Southwest Gas Corporation Employees’ Investment Plan (the “Plan”), as amended, provides general information.  Participants should
refer to the Plan document for a more complete description of the Plan’s provisions.

General

The Plan is a voluntary defined contribution plan covering all employees of Southwest Gas Corporation (the “Company”).  It is subject to the provisions of the
Employee Retirement Income Security Act of 1974 (“ERISA”).  The Plan’s assets invested in Company stock (consisting of (i) Company matching contributions
and (ii) participant deferrals) are designated as an Employee Stock Ownership Plan (“ESOP”).  New employees are automatically enrolled in the Plan after 30 days
unless they elect not to participate.

The ESOP invests primarily in qualifying employer securities.  The non-ESOP portion of the Plan is a profit-sharing plan that is qualified under Code Sections
401(a) and 401(k).  The ESOP portion of the Plan is a stock bonus plan and an employee stock ownership plan that is qualified under Code Sections 401(a) and
4975(e)(7) and described in ERISA Section 407(d)(6).  The profit-sharing plan and the ESOP together are a single plan under Treasury Regulation Section
1.414(1)-1(b)(1).  The Plan satisfies the requirements of ERISA and the trust fund maintained under the Plan is tax-exempt under Code Section 501(a).

Contributions

Participants may contribute from 2 to 60 percent of their annual base wages.  However, contributions may not exceed amounts promulgated by the Internal Revenue
Code.  The Company contributes to the Plan an amount equal to 50 percent of a participant’s contribution.  The Company’s maximum contribution is three and one-
half percent of a participant’s annual base compensation.  Deferral percentages elected by participants are also applied to overtime earnings, however they are not
matched by the Company.

Participants’ Accounts

Each participant account is credited with the participant’s contribution and the portion contributed by the Company.  The portion contributed by the participant is
invested in the various funds according to the direction of the participant.  The Company contributions are initially deposited in the Southwest Gas Stock Fund, but
participants may immediately transfer Company matching contributions between and among other available funds.  Upon attaining age 50, participants may elect to
invest future Company matching contributions directly in any available fund.

Vesting

Participants are immediately vested in their voluntary contributions plus actual earnings thereon.  Vesting in the contributions made by the Company and in the
earnings thereon is based on years of continuous service.  Participants are fully vested in dividends paid in the Southwest Gas Stock Fund without regard to whether
the participant is vested in the Southwest Gas stock with respect to which the dividend is paid.  The following table shows the vesting schedule of Company
contributions and the earnings thereon other than dividends on the Southwest Gas Stock Fund.
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  Vested
Years of Service  Percentage
   
One but less than two     20
Two but less than three     40
Three but less than four     60
Four but less than five     80
Five and over   100

In the event of death, retirement, or total disability of a participant, Company contributions become fully vested irrespective of the years of service at the date of
termination.  Forfeitures as a result of a participant’s termination prior to vesting are reallocated to the remaining participants on a quarterly basis based on the
employer contribution ratio.  For the years ended December 31, 2009 and 2008, forfeitures of non-vested accounts reallocated to participants were approximately
$20,000 and $67,000, respectively.

Participant Loans

The Plan provides that participants may borrow against the balances in their accounts, subject to certain limitations specified in the Plan.  Funds for loans are
obtained through the liquidation of participants’ investment accounts. Payments on the loans include interest at a rate that approximates the prime rate, plus two
percent.  At December 31, 2009, outstanding loans had annual interest rates ranging from 5.25 percent to 11.50 percent maturing in 2010 through 2014.  Principal
and interest payments on a participant’s loan will be credited to the participant’s investment accounts in the same ratio as ongoing contributions. The maximum
repayment period for participant loans is five years.

Payment of Benefits

If a participant terminates employment with the Company as a result of retirement, death, or permanent and total disability, such participant, or designated
beneficiary in the case of death, will be entitled to receive an amount equal to the value of his account as soon as practicable following termination of
employment.  Distributions from the Southwest Gas Stock Fund will be made in the Company’s common stock plus cash in lieu of fractional shares.  A participant
may apply to the Plan Committee to request a single lump sum payment in cash of the value of the Company’s common stock otherwise distributable to the
participant.  Distributions from other funds will be made in a single lump sum cash payment.

Distributions under the Plan will begin as soon as practicable, but not later than April 1 following the end of the Plan year in which the participant attains age 70-1/2
or terminates employment, if later.  If the participant’s vested account balance is less than $1,000, the participant will receive a lump-sum distribution or, if the
participant so directs, the amount will be rolled-over into an Individual Retirement Account (“IRA”).  If the participant’s vested account balance is greater than
$1,000 but less than $5,000, the participant’s account will be rolled-over into an IRA unless the participant requests a lump-sum distribution.  If the participant’s
vested account balance is greater than $5,000, the participant may remain in the Plan, receive a lump-sum distribution, or roll-over the account into an IRA.  A
participant who is terminated and does not elect to take a distribution will continue to receive his share of investment income on all vested portions of his accounts
until electing to receive distributions from the Plan.  Beneficiaries of a participant have five years after the participant’s death to request payment.

Plan Expenses

Plan-related expenses and any other costs of administering the Plan will be paid with funds from the Plan unless paid by the Company at its discretion.  The
Company paid all Plan expenses, except loan origination and maintenance fees, during 2009.  Loan origination and maintenance fees paid by Plan participants for
the year ended December 31, 2009 were $35,652.
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Plan Administration

Fidelity Management Trust Company acts as the trustee and Fidelity Investment Institutional Operations Company, Inc. performs all recordkeeping of the Plan.

(2) Summary of Accounting Policies

The following information describes the Plan’s accounting policies:

Basis of Accounting

The financial statements of the Plan are prepared under the accrual method of accounting.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles (“GAAP”) in the United States requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of changes in net assets during the reporting period.  Actual results could differ from those estimates.

Investment Valuation and Income Recognition

Investments are reported at fair value.  Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.  See Note 7 for a discussion of fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis.  Dividends are recorded on the ex-dividend date.

Risks and Uncertainties

Investment securities, in general, are exposed to various risks, such as interest rate, credit, and overall market volatility risks as well as changes in prevailing market
and interest rates, increases in defaults and credit rating downgrades.  Due to the level of risk associated with certain investment securities and the amount invested
in the Company’s common stock, it is reasonably possible that changes in the values of investment securities will occur in the near term and such changes could
materially affect the amounts reported in the statements of net assets available for benefits.

Payment of Benefits

Benefits are recorded when paid.
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(3) Investments
 
Investments representing five percent or more of Plan net assets are:       
       
  December 31,  
  2009   2008  
Southwest Gas Corporation Common Stock       

(2,305,044 and 2,219,107 shares, respectively)  $ 65,762,905  $ 55,965,879 
Fidelity Contrafund         

(874,614 and 890,153 shares, respectively)   50,972,507   40,288,324 
Fidelity Money Market Trust: Retirement Money Market Portfolio         

(24,823,345 and 25,259,484 shares, respectively)   24,823,345   25,259,484 
Fidelity U.S. Bond Index Fund         

(1,348,889 and 1,272,792 shares, respectively)   14,918,712   13,733,428 
Fidelity Low-Priced Stock Fund         

(521,076 and 506,905 shares, respectively)   16,643,163   11,719,640 
Fidelity Freedom 2020 Fund         

(1,137,597 and 1,092,614 shares, respectively)   14,276,846   10,980,773 

During 2009, Plan investments (including gains and losses on investments bought and sold as well as held during the year) appreciated in value by $38,333,427 as
follows:
 
Southwest Gas Corporation common stock  $ 8,205,120 
Mutual funds   30,128,307 
  $ 38,333,427 
 
 
(4) Related-Party Transactions

Since the Company’s common stock is an investment held by the Plan, investments in this common stock represent transactions with parties-in-interest.  Certain other
plan investments are short-term deposits and investments, and shares of mutual funds managed by Fidelity Management Trust Company, the Trustee as defined by the
Plan.  These certain plan investments qualify as parties-in-interest transactions for which a statutory exemption exists.  During the year ended December 31, 2009, the
Plan made purchases of approximately $29.2 million and sales (including distributions) of approximately $26.7 million of Company common stock.  The following
represents investments held by related parties:

December 31,  2009   2008  
Southwest Gas Corporation  $ 65,762,905  $ 55,965,879 
Fidelity Management Trust Company   145,531,955   117,444,547 
Participant loans   7,410,559   6,623,380 
  $ 218,705,419  $ 180,033,806 
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(5) Plan Termination

Although the Company expects to continue the Plan indefinitely, it reserves the right to amend or terminate the Plan at any time.  Upon termination, partial termination,
or complete discontinuance of contributions to the Plan, Company contributions will become fully vested.

(6) Federal Income Taxes

In April 2003, the Company received a favorable determination letter from the IRS stating that the Plan, amended and restated effective October 1, 2001, qualifies for
deferred tax treatment of contributions under Section 401(k) of the Internal Revenue Code (“IRC”).  Although the Plan has been amended since October 1, 2001, the
Plan administrator and the Plan’s counsel believe that the Plan is designed and is currently being operated in compliance with the applicable requirements of the IRC.

(7) Fair Value Measurements

U.S. GAAP states that a fair value measurement should be based on the assumptions that market participants would use in pricing the asset or liability and establishes a
fair value hierarchy that ranks the inputs used to measure fair value by their reliability.  The three levels of the fair value hierarchy are as follows:

Level 1 -  quoted prices (unadjusted) in active markets for identical assets or liabilities that a company has the ability to access at the measurement date.

Level 2 -  inputs other than quoted prices included within Level 1 that are observable for similar assets or liabilities, either directly or indirectly.

Level 3 - -  unobservable inputs for the asset or liability. Unobservable inputs are used to measure fair value to the extent that observable inputs are not
available, thereby allowing for situations in which there is little, if any, market activity for the asset or liability at the measurement date.

The Plan provides for investments in various investment securities including common stock of the Company. The assets held by the Plan, excluding temporary cash
investments and participant loans, are traded in active exchange markets; their estimated fair values were determined at December 31, 2009 using published market
closing prices.  Shares of mutual funds are valued at the net asset value of shares held by the Plan at year-end.  Participant loans are valued at amortized cost, which
approximates fair value.  There have been no changes in fair value methodologies used at December 31, 2009.
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The following table sets forth, by level within the fair value hierarchy, the Plan’s assets that were accounted for at fair value.

Level 1 - Quoted Prices in Active Markets for Identical Financial Assets       

  
December 31,

2009   
December 31,

2008  
Assets at fair value:       

Mutual funds:       
Equity  $ 105,749,555  $ 79,879,665 
Bond   14,919,082   13,733,848 
Equity and bond including life cycle   36,963,517   26,159,910 
Money market   24,823,345   25,259,484 

   182,455,499   145,032,907 
Southwest Gas Corporation common stock   65,762,905   55,965,879 
Temporary cash investments   1,210,341   283,341 

Total level 1 assets   249,428,745   201,282,127 
         
Level 3 - Significant Unobservable Inputs         
Participant loans   7,410,559   6,623,380 
Net Assets  $ 256,839,304  $ 207,905,507 

No financial assets or liabilities fell within Level 2 of the fair value hierarchy.

The following is a reconciliation of the beginning and ending balances of fair value measurements determined using significant unobservable (Level 3) inputs:
 
  

Participant
Loans  

    
Balance, January 1, 2008  $ 6,052,821 
New participant loans and settlements, net   570,559 
Balance, December 31, 2008   6,623,380 
New participant loans and settlements, net   787,179 
Balance, December 31, 2009  $ 7,410,559 

(8) Recently Issued Accounting Standards Update

In January 2010, the FASB issued “Fair Value Measurements and Disclosures (Topic 820) Improving Disclosures about Fair Value Measurements” which requires new
disclosures about transfers in and out of Levels 1 and 2 of the fair value hierarchy and more detailed information about the activity in Level 3 fair value
measurements.  To improve the degree of disaggregation in disclosures of the fair values of assets, the update changes the previous terminology from major categories of
assets to classes of assets.  Disclosure of the valuation techniques and inputs used to measure fair value for both recurring and nonrecurring fair value measurements are
now required for fair value measurements that fall into either Level 2 or Level 3.  For the Plan, the update will be effective prospectively beginning January 2010, except
that the new Level 3 activity disclosures will be effective prospectively beginning January 2011.  The adoption of the update is not expected to have a material impact on
the disclosures of the Plan.
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       SCHEDULE I 
         
  SOUTHWEST GAS CORPORATION  
  EMPLOYEES’ INVESTMENT PLAN  
         
  E.I.N. 88-0085720  
         
  SCHEDULE H, LINE 4i - SCHEDULE OF ASSETS (HELD AT END OF YEAR)  
  AT DECEMBER 31, 2009  
         
  Identity and Description of  Number of   Current  
             Investment  Shares   Value  
         
* Southwest Gas Corporation Common Stock   2,305,044  $ 65,762,905 
           
  Brown Capital Management, Inc. Small Company Institutional Fund   110,478   3,959,549 
           
  Vanguard Institutional Index Fund   81,807   8,342,696 
           
  Eaton Vance Large Cap Value I   399,441   6,702,626 
           
* Fidelity Contrafund   874,614   50,972,507 
           
* Fidelity Freedom 2000 Fund   21,024   238,619 
           
* Fidelity Freedom 2010 Fund   676,631   8,464,659 
           
* Fidelity Freedom 2020 Fund   1,137,597   14,276,846 
           
* Fidelity Freedom 2030 Fund   242,141   3,000,123 
           
* Fidelity Freedom 2040 Fund   287,259   2,056,773 
           
* Fidelity Freedom 2050 Fund   40,609   339,084 
           
* Fidelity Freedom 2005 Fund   12,985   130,235 
           
* Fidelity Freedom 2015 Fund   415,131   4,325,662 
           
* Fidelity Freedom 2025 Fund   211,715   2,199,717 
           
* Fidelity Freedom 2035 Fund   59,666   612,178 
           
* Fidelity Freedom 2045 Fund   59,374   502,896 
           
* Fidelity Freedom Income Fund   76,045   816,725 
           
* Fidelity Low-Priced Stock Fund   521,076   16,643,163 
           
* Fidelity Money Market Trust: Retirement Money Market Portfolio   24,823,345   24,823,345 
           
* Fidelity U.S. Bond Index Fund   1,348,889   14,918,712 
           
* Fidelity U.S. Government Reserve   370   370 
           
  Vanguard International Growth Fund Admiral Shares   174,190   9,413,213 
           
  Lord Abbett Small Cap Value Fund   369,141   9,715,801 
           
* Temporary Cash Investments   1,210,341   1,210,341 
         249,428,745 
           
* Participant Loans (with interest ranging from 5.25% to 11.50%)       7,410,559 
           
        $ 256,839,304 
           
  *  A party-in-interest for which a statutory exemption exists.         
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EXHIBIT 23

 
Consent of Independent Registered Public Accounting Firm

 
We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-155581) of Southwest Gas Corporation of our report dated
June 23, 2010 relating to the financial statements of Southwest Gas Corporation Employees’ Investment Plan, which appears in this Form 11-K.
 

 
/s/ PricewaterhouseCoopers LLP

Los Angeles, California
June 23, 2010
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