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D~ci~ion __ ~8~7 __ ~1~1~O_O~S~ r(i'r-- - -- --'~'~ ~ NOV 13 7987 
11 u U I.J ~ LJ UdLftd I.b 

BEFORE THE ~UBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

CA-7 

In the Matter of the Application ) 
of SOUTHWEST GAS CORPORATION for ) 
Authority to I~~ue and Sell not ) 
Exceeding $75.000.000 Aggregate ) 

:l\roJ n ~ ~ f;1l /~l rr 
oJ ulJ U lJD e.' • \ .. i.r .... '-=' 

Application 61-09-007 
Principal Amount of New Long- ) (Filed SePtember 4. 1981) 
Term Debt.. (U 905 G) ) 

--------------------------~--) 
.o.:elHl.QN 

Thi~ deei~ion grant.~ Sout.hwe~t Ga~ Corporation (Southwe~t) 
the authority reque~ted in the application. 

Southwe~t r~que~tz· authority, under Public Ut11it1ez 

CPU) Code SectiOll$ 6-18 through 830' and 8.51.' for the following: • 

1. To i$~ue and $ell. either through nego
tiated private placements or negotiated 
public offering~, up to' $15.000' .. 000 
aggregate principal amount of Southwe~t'z 
debenture~ and' un$ecured note~ (to be 
collectively referred to, a~ Debt Securi~ 
tie$),. in one or more ~erie$ and under 
one or more indenture.s or supplement$ 
thereto. on or before September 30. 1988. 
and 

Z. To is~ue the above serie~ under and 1n 
accordance with the provi~ionsof the 
Indenture dated August 1,. 1985 ~we~n 
Sout.hwe~t and. Sec\u:ity PaCific National 
Bank. a$ Trustee, ora ~upplemental 
indenture. 

'. . '. 

Notice of the filing of the application appeared on ~he 

Commi$$ion' $ DailY' Calendar of September 11 .. 198,7. No protest$ 

have been received • 
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Southwezt. a California corpOration, di~tribute~ and 

~ell~ natural gaz in portion~ of San Bernardino and Placer 

Countie.5. 

Ba~ed on Southwezt'~ Statement of lncom~ tor the 1~ 

month.5 ended June 30, 1987~ Southwe.5t reported it generated total 

operating revenue.5 of $434.341.390 and net income of $~2.9&3 .• &&8 

.5hown a:5 part of E)~ibit A attached to· the application. Southwe.5t 

report.:5 t.hat. in calendar year 1986. it. generated tot.al operat.ing 

revenue:s. of $450,508.622 and net income of $23.734.186" and that. 

$34,802.194 or 7.7% of it:5 revenues were derived from operat.ion:s. 

in California. 

• Als'o shown a:5 part of Exhibit A i~ Southwest. .. s. Balance 

Sheet a~ of June 30. 1987 summarized as follows: 

'. 
Net. Util;,ty Plant 
Other Property and Inveztments 
Current A:s.:s.ets 
Deferred Debit.s 

Total 

Common Equit.y 
Preferred;Preference Stock 
Long-Term Debt 
Current. and Accrued Liabilitiez 
Deferred Credit.~ 

Total 

-2-

MOun:\< 

$574.241.566 
165.SSs...609 

62 .. 352. ,.4.43, 
37 t 037 t 876· 

$839,168· .. 494 

$274 .. 317.5-39 
2Q;.400~OOO 

347.005 .. 56l 
108,.285.024 

&3.160.370 

$8-3-9,168,.494. 
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The application :5tate:s that Southwe:5t propo:5e:5 to i:5:5ue 

~nd ~ell up to. $75,000.000 aggrega~e principal amount of it:5 new 

Debt Securitiez a:5 fo110w:5: 

1. In the form of a new :5eriez of deben~ure:5 
to be iZ·:5ued under and in accordance with 
the provizion:5- of the Indenture dated 
Augu:5t 1, 19S& between Soutbwezt and 
Security PaCific National Bank~ a:5 
Tru:5tee. or 

2. In the fo.rm of a new :lerie:s. of un:5-ecured 
notez to. be iZ:5ued under and in acco'rdance 
with the provi:5ion:5 of a new indenture ~o 
be datecl upon i:5-:5uance of the new :5erie:5 
o.f un:5ecured note:5. 

Southwe:5t prOp¢:5e:5 to $e11 the new Debt Securitie:5 

~ either by mean:5 of negotiated private placement:5 with in:5titutional 

inve:5tor:5 or by negotiated public offering:5 through underwriter:5. 

depending upon prevailing circum:5tance:5 which will dictate where 

• 

the mo.:5t advantageou~ terms and CO$t of money can be obtained. 

Southwe:5t will negotiate with different inve:5tment banking firm:5 

to a~certain where the be:5t term:5 and the lowe:5t co.:5t of money can 

be obtained and will inform the Commi:5:5ion of i't:5 deci:5ioxl ~d 

the term~ and condit1on:5 oftbe ~lle~ South,we:5t be11eve:5 that it 

can negotiate and execute an agreement and sell~ or obtain~ 'binding:, 

comm1tment:5 for the 1:5:5uance of it:5· new Debt Securitie:5- upon :5-hort 

notice and on the mO:5t advantageou:5 term:5 a~al1able once 1t ha$ 

ob~ined the ,,"uthori toY to. do, :50' from the Commi:5:5ion', 
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Southwe~t will negoti~te and pay an underwriting 

cornmi~:51on, or a placemo:nt :f~<!, equal to a e.,rtain pereentage of 

tho: principal amount of the new Debt Seeurit1e~. The t.,e w1ll be 

zpecified in the purcha:.e or underwrl;ting agreement. A eopy of 

each agreement executed by Southwezt will be filed with the 

Commi:.~ion promptly after it:. execution. 

Exemption from C2mp~titiv, Biddipg 

,. By letter dated September 18, 1981. to- the Co:nmi~~io:c.. I' 

Southwe~t ~tate~ that the application i~ intentionally silent on 

the i:5sue of competitive bidding due to- the general exemption 

granted in Commi~~ion Re~olution F-616- dated Octob.,r 1. 1980:. In. 

reference to. Ordering Paragraph 6, in regard to- the Competitive 

Bidding Rule, the resolution ~tates. "The rUle 1:5 only applicable 

to' 1.'tt111tie:5 with bond rat1ngs of "AU or higher". Southwe:s.t i~ 

rated Baa-3 by Moodys and BBB by Standard and Poor~. Southwe~t 

:5tate~ that al thouiU1 it 1:5 exempt :trom the Comm.l~J5ion· et. Com~~t.i

tive Bidding Rule, it will eXerci:5'e' its option to, com~titivelY 

bid. or privately plaoer any new long-term debt i~sue~in~uoh a 
, 

way a:s to minimize overall finanCing and placement. CO:5t~. 

u." 0: Proeeedz 

I 
, 

Southwest states in.it:5: applioation t.hat it ha~ a 

contill.uing need for new capital in order to operate 1 t:sutili ty 

busin~,.~~ in t.he public int.erest. During, calendar' year=! 19~1 

throuJ;th 1989. Southwe~t antieipates eon~truetion ex~n(U tures to 

• be about $295,000,000. Internally generated :~ullds will provide 
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" 

about $140.000,000. Extern~l fund~ will be required in the amoun~ 

of about $155,000,000. Southwe~t propo~e~ to u~e the proeeed~ from 

'tohe ~ale of the new Debt S.ecuritie~ to finance. in part~ t.he~e 

expenditure~. 

S.outhwe~t propo~e~ to extend the m~turity date~ of it~ 

currently existing $50.000,000 Eurodollar Credit Agreement (Credit 

Agreement) which provides $even conseeutive maturity dates payable . 
in e~ual amounts on July 1,1 and Janu",ry 11, eommencing on July 11~, ' 

1988 and terminating on July 11, 1991. Southwe~t propo$e~ t~ 

renegotiate and extend the final maturity date by three year~ 'too 

July 11, 1994. This financing wa~ approved by Commi$sion Deci$ion 

(D.)84-01-010 dated July 5. 1984 in Applic",tion (A.)84-0S-091 "'$ 

amended and extended by D.8S.-0S-0S8 dated June 5, 1985 and 

D.81-10-010 dated October 28. 1981. 

C{lRilalizatioD Ra.:l<io~ 

Southwest!' scapi tal ratios reported as of June 30. 1987 
'I C\ 

are shown below as recorded and adjusted to' give pro forma effect ,;' 

to the transaction~ that follow: 

Com'RQnent June 30 t 1987 :ex~ ~rma 

Long-Term Debt 53,.5% 56.4% 
Preferred and Preference 
Stock 4.1 ~.3 

Common Equity 42,4 37. ~, 

Total 100.0% 100.0% 

1. The propo~ed issuance and $a1e of u~ to 
$15.000,000 of Southwest'$ Debt Seeuritie$; 

-5-
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2, The receipt. of $10.000.000 of proceed~ held in 
tru~t from the 1985 Clark County (Nevada) 
Indu~trial Bond I~~ue in 1985, (aut.horized by 
D.85-05·-010 dated May 1. 1985· in A. 85-02-015): 

~. !he lzzuance and .sale to Arizona Public Service 
in 1987 Southwe~t~$ Second'Preference Stock. $100 
par value., in the amount. of $22~000 .000 in net. 
proceed".. (authorized by D,85-0~-010 dated May l. 
1985 in A.85-02-015); and 

4. The propo~ed i~,5.uance and' ",ale of 500.000 .:;hare", 
o.f So.uthwe.st'.s Common St.oek~ $.1 par value. through 
it.,5. Cu",tomer StockPurcha~e Plan.. it", Employee"," 
Inve",t.ment Plan and it.", Dividend Reinvestment. and 
Stock Purcha",e Pl~,for the assumed net proceed", 
of $11 .. 250.000 (authorized byD~88-~5-060 dated 
May Z6. 1986: in A. 86:-0'4-019) . 

C2n.st~ion Budget~' 

SOllthwes.t.· 1:5 engaged' in an extensive con",t.ruet1on, program ' . 

and e",t.ima'tes 'that expenditu.res requ.ired !orits,. con:5truc1:.ion 

program during calendar year~ 198·7 ~ 1988 and 1989 will be about 
" , 

$135.000.000~ $.90,000,000 and $70,000.000. re.speetively., to~ling 

$295.000.000~ and summarized a,5.follow,5.: 

ABS (Pla",tic Pipe) Replace-
ment. Project Expenditures,.' 

Other Construetion 
Expenditure", 

Total 

$ 45,000 

~Q .,QQQ 

$13$,000 

l..9.aa 
(In Thou,5.and",) 

$25.000 

' SS. QQQ 

$90~OOO 

., " , 

$15,000·' 

~:i. QQQ. .. 
I 

$10~OOO:: 

(E&e Division) has reviewed Southwe",'t·seon:struet.ion'budgets for 

1987. 1988- and: 1989 and finds 'that. the :sale' of Southwest:~"'De'bt: ' 
i , 

., • Securi ties is necese:ary to" fund the planned const.ruction i 
•.. Tho: 
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E&C Divi~ion i~ not finding that the construction is necessary 

and reasonable nor that the expenditures are rea:onable in amount. 

These are issuez. normally tested in general rate or rate ba:l-C 

offset proceedings. 

G~~ Eeguirem~nt:5 Foteea:st= 

Southwest's cash reQ.uirements for 19'81,. 1988, and' 1989 a:; 

of June 30. 1987 areas follows: 

Funds used or ReQ.uired for 
Co~truction Expenditures: 

ABS (Plastic Pipe) Replace
ment Expenditure~ 

Non-PrOject Construction 

llll, ~ " llM 
(In Thousands.) 

~ Subtotal 

$; 45,.000 
SQ,OQQ 

$135,,000 

$25 .. 000 
~s., QQQ 

$90.000 

$1$ .. 000 
5~,QQO· 

$10,000 

• 

Less: Cash from Internal 
Sources 

Addi tional Funds Required· 
from External Sources 

( 43, OQQ) I, 

$ 92,.000 

(41.00Q) (50 ,OOQ)'. 

$43,000 

The E&C D1v1~1on ha~ analyzed SCiuthwe::t"~ ell~h , 

I', : 

reQ.uirements :t'oreea:s.t~ shown attached,to: the application ~ 
- I", 

, " 

Schedllle I and III of the Supplemental Dat."-and has' concluded-that" 

int.ernally generated fund~ will provide 31".85% or $43~000,000 in 

1987, 52.22% or $47,000 rOOO in 1988- and 11:.:42% or $50.000,000 in I 

1989. Sout.hwe~t. will :D.eed~ fund~, from exte:rnal sou~ces amounting' 

t.o $92,000,000 in 1987, $43~000,'000 in 198.8 and $20,OOO~OOO in 

1989. The E&C Di vi~ion has. eonclllded, that.:thepropos.ed' sale of' ", ' ' ':. 

Southwes.t· ~ Debt, Securities.. a!lo requested, in the application, is.'" 
I 
, 

necessary to hel~ meet Southwest.'s. cash requirements. 

-1-
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ringing: of Fa~ 

1. So~thwe~t, a California corporation. operate~ a~ a 

public ~tility ~~b-ject to the j~ri~diction of this Comm1:5sion. 

2. The propo~ed ~ale of So~thwe~t'~ Debt· Securi~1e~ would 
be for proper p~rpo~e~. 

3. Southwe~t need~ external f~c:l~ for the PUrpo~e:5 ~et 

forth in the application. 

4. The money, property or labor to be proeured. or paid 

for. by the pro,PO.:sed Debt Seeuritie:5 i:5 rea:5onably re~1J.ired£or 

the P1J.rpo~e~ :specified in the application. 

5. The i~~ueC.:s) of the proposed Debt Securitie~ is. not 

required to be by eompet.it.ive bidding. 

6. The Commi~:5ion doe:5 not. by thi:5 deei~ion. determine 

t.hat. Sout.hwe~t·:5, con . .:struet.ion budget.:s are neee~~aX'Y or rea:5(.nable 

for ratemaking purpo':5e:5. The:se i.:ss~es are normally te:sted in 

general rate or rate ba~e off.:set. proceeding:5. 

7. There 1:5 no known oPPO:5i t.10n to thi.:s proceeding a;c:,d 

there i~ no rea~on to delay granting the authority ,reQ.ue:st~d. 
CQnelu~ion:. Qf LAH 

1. A p~blic hearing i~ not nece:5.:sary. 

Z. The application :5ho~ld be granted to the exten.t :5ot 

forth in the order which follow:5. 

The pro,PO:sed issue,. or i~~ue:5. of $outhwe:st':s Debt 

Securi t.ie:5 is for la.wful pu;rpo:se:s and- the money ~.' property or 

• labor to be obt.ained:. t.herefrom. is reQ.uiredfor the purposes 
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.' 

ct~t~d in the application. Proceed~ from the 1~~u~. or i~s~ez. 

expenses or income. 

The :following order ~hould be effective on the da-:.e of 
. 

eignature to emable Southwe:s.t to i~:5ue its Debt Securities 

expeditiou~ly. Southwest haz paid the $6.775 fee set by PO Code 

Section 1904(b) and 1904.2. 

QRDEB 
IT IS ORDERED that: 

1. Southweet Gas Corporation (Southwest) may, on or before 

September 30. 1988. i:s.sl.1e and sell one or more issue:; of it::s Debt 

Securitie~ in the form of debentures or unsecured notes in 1~he 

aggregate principal amount of up to $75,000.000. at any tim~ or 

from time to time in one or more :financings bymean:s. of competi-

tive bidding. negotiated public of:ferings. and/or negotiated pri

vate placement:!:. under terms and cOlldition~ ~et forth in the 
application. 

Southwest.'s Debt Securities are exempt from the 

Comrni~sion·~. Competi ti ve Bidding Rule ~et fo·rth in DeCision 38614 

dated Jan\lary 15, 1946 in Case 476·1. as amended and. az modified 

by Commission Resolution F-S:16 dated October 1 ~ 1986 for sale$ 

effected. either by means of negot.iated public offerings or 

negotiated private placements. So\lthwest may also sell its Debt 

Securities by means of competitive bidding. 

-9-
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.' 

S. If Southwe:st.':s Debt Securit.ie:s are :sold by meaDs of 

compet.itive bidding. Southwest :shall file a written report with 

the Commis~ion showing~ for each bid received. the n~~ of the 

bidder. the price. the interest rate and the co:st. of money t~ the 

company bazed on the price and intere~t. rate. 

4. It Southwoest',$ D~'bt S~e\,lriti¢~ are ~old in a pul)lic 

o:Efering, as ~oona~ available; Southwe~t shall file. With the 

Commizzion':s Evaluation and Compliance Divizion, three copie:s.. of 

i'C!5. final prozpectus .. or other offering document.. pertaining to 

the Debt Securitie~. 

5. If Southwe:st'!5. Debt Seeuritie$ are :sold by private 

placement~ or negotiated public offer1ng~. w1tbin 30 day~ after 

their i~:tuance and :sale. Southwe:st :thall file a report.. with the 

Commission, ~etting forth the reason the company believe~ the 

re:sulting 1ntere:st rate and co:st of money were advantageou~ to 

the company and it~ ratepayer:s. 

6. Southwest :shall use the net proceed:s from the :sale of 

its Debt Securitie:s for the purposes zet forth in the 

application. 

7. The CommisSion does not,. by this deCision. determine 

that Southwe~t'~ propo~ed con~truct1on 13 necezzary or reazonable 

general rate or rate ba::e o:!f~et proce.eding~. 

8. Southwe~t may' execute and deliver. 1ndenture~ con~is

• ten't with the tormz and condltionz. zet forth in the application. 

-lO-
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9 ~ Sout.hwe~t :shall file the report:5- requirod bY'" General 

Order Series 24p 

10. Southwe~tha$ paid th& $&~775 fe~~et by Public 

Utilities Code' S~ct1ons- 1904 (b) and. 1904 .. 2~ 

11. The. applica.t.ion. is- granted ~. set forth above-p 

This order is effective today. 

Dated NOV 1 31987 .. at San Francisco., Cali!ornia~ 

S':"!","~'.'L£'r w: !-!t1!,!:. ~ A.. 

F:~:dc:t 
FREVE?JCK R. D®.'\ 
G. Mrr~LWlI..~. 
JOliN :s;. OHM1AN 

Commissioncxs. 
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\ 
about $l~,OOO,OOO. External tund~ will be re~uired in the amount 

\ 
of ~bout $15~.OOO,OOO. Southwe~t proPo~e~ to u~e the proceed~ from 

the sale of the new Debt Sec::urit.ies to' finanee~ in pan, these 

expenditure~. \ . . 

Southwe:;-:I; prOl>o~~~~ to extend the maturi t.y datez of 1 't~ 
\ 

currently existing $5.0,000,000 Euroo.O'll.ar Credit Agreement (Credit 
\ 

Agreement) which prov~es ~even con~ec::utive maturity date~ payable 
\ 

in e~ual amount.s on Jul~l and January 11. commenCing on July 11. 

1988 and termin.,.t.ing on J~ 11, 1991. Southwez.t. proPO.se.s to 
\ 

renegotiate and extend the fi~al maturity date by three year~ to 
\ 

July 11. 1994. 'I'hi~ finanCing w.a~ approved 'by Commi.s~ion Decision 
\ 

(D. )S4-07-010 dated July 5,. 1984 bl, Application (A. )84-03-091 az 

amended and extended. by D.8.S-06,-03S\dated JuneS. 19$5 and 

D. dated October 28, 15187. \ . 

~Wt.1on I\at1<!;. . \ 

Sout.hwe$t's capit.al ratio~ reported a~ of June 30, 198-7 
\ are .shown below a~ recorded and adjusted to s:i ve pro fo.rma effect 

to the tran~aet1on~ that follow: 

. .compQn~nj( ;Xun, 30. 1987~ 

Long:-Term Deb1; 5-3.5% 
Pre:rerred and Preference 
Stock 4.1 

Common Equity ~2c4 

Total 100.0% 

1. The propo~ed i~~uance and ~ale of Up' to 
:SP(S, 000.0000:£ Southwe$t' ~ Deb't Secur1 t1e~; . 

-5--
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2. 

3. 

4. 

Th~ receipt of $10~000,000 of proceed~ he in 
trust from th~ 1985 Clark County (NevadaY 
Indu~tri3.l Bond I:5,:5ue in 1985 (aut.horiz,eo by 
D.eS-OS-010 dated May 1. 198-5 in A.87Z-01S ); 

The i~su3.nce and :5ale to Arizona Pub1ic Service 
in 1987 Southwe::t's Second PrefereJ;fee Stock, $100 
par value. i~ the a~ount of $22~0~0~000 in ne~ 
proceeds (authoriz.ed by D.8&,,-OS--((10 dated May 1. 
1985 in A. 8:5-02-015); and . 

The proposed i::suance and sa of 500.000 shate~ 
of Southwes~~s Common Stock $1 par value. through 
its Customer Stock Purchas Plan, its Employees' 
Inve~tment Plan and its D 1dend Reinve~tment and 
Stock Purchase Plan for e as:s.umed net proceed", 
of $11.250 t OOO (authori 0. by D.SS-05-0S0 dated 
May 28", 19$0. in A.!SS-O 019) . 

a~n~true.1ion Budgej4:t 

I 

/ 

Sou,thwe:s.t is engagc>6 in an exten:s.i Vo con~truction program 

• and e:5tim~~te$ that expendi re~ required for i ts con~truction 

--.'. 

, 

1987, 1988, and 1989 will be about 

$135,000,000,. $90.000,0 0 and $.70 I 000 ~ 000, rezpeet1 vely. totallng 

$295,000,000 and summ rized:as follow!>: 

ABS (Plastic Pipe Replace
ment Project ~nd1ture:,> 

Other Construction 

$ 4& .. 000 $25,,000 $15.000 

Expendi ture$ / 90. OQQ 6&. QQO 5:5.000 

~JI To~l $13S.000 $90.000 $70';000' r e Commission' ~ Evaluation and Compliance Division: 

(E&C Division) has revl~w~d· S¢1,lthw~st':5· .con:5trllction budget3!or 
/, 

19$7, 1~8 and 198:9 and finds that. the 3ale of Southwe!5-t.~3Debt, 

Securi ~es is necessary to fund the planned construction. ( The 

/ 
-s-

.~, I 
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E&C Divi~ion is not finding that the con~truction i~ ne 

and reasonable nor that the in amount. 
The~e are i~~ue~ normally te~ted 

offset proceedings. 

Southwest's cash reQ,uiremonts 87, 1988 and 1989 as 
of Junf!'! 30, 1987 are d~ follows: 

Funds u~ed or Required for 
Construction Expenditure~: 

~. aaa 

ABS (Plastic Pipe) Replace-
men~ EXPenditures $25,,000 $15.000 Non-Project Con~truction fiQ.QQQ. ~~.QQQ 

Subtotal $90,000 $70 .. 000 
Le:s,~: Ca~h from Internal 

Source~ ( 43.0QQ) (47.0QQ) (SQ,QOQ) 

Additional F\1D.ds Required 
from External Sources $ 92,000 $43 .. 000 $20 .. 000 

The E&C Di visio has anal:rzed Southwest.' s ca~h 

requirement.:. foreca"t" j,own, attached. to "the application a" 

~hedule I and III of he Supplemen'cal Data and ha:s. concluded that 

internally generated' funds will prov'ide 31.8:5% or $43,.000.000 in 

1987, 52.22% or $ 7,000,000 in 19S5
i 
and 71. 42% or $50,000,000 4 . ... n· 

1989. Southwes will need fund$ front external sources am,ounting 

to $92,000,000 in 1987, $43,000,000' in 1988 and $20,,000.000, in 

1989. Divi:5-ion has concluded that the propo~ed sale o'! 

Southwes/t-' s· Debt Securi tie$, as requested in the application,. is. 

;. necesz.ary to help meet. Southwest' s ca~h reQ.uirements. \,: . 

-1-
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9. Southwe~t ~hall file the report~ re~uir 

Order Series 24. 

10. Southwest ha~ paid the $S~115 fee 

Uti1itie~ Code Section$ 1904(b) and 1904.2 

11. Tho application i~ granted a~ 

!hi$ order 1$ effective tod 

Dat.ed NOV 1 31987 n Frane1$co,. California .. 

<. 

·:srA:-r-... EY \V. frl."!.!:. ~ 6 

I"" P:~";}~ck:lt 
! FREDElUCX R. ":O®l\. 

.. : c. ~~TCl'~4oL \\.'IL..." 
"iJOl:L\i: aOHM1AN .. ' 
I . . Com.m1ssionm. 
! 

CO::l:!.·s::'ionerDo:".c,::;d V!,al .. b~12:.S~ 
~cce::s."::r;:'l':l' absent. dil! ·n~t. "". 
par't1cip~te. " 

>,. " 


