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N THE MATTER OF THE APPLICATION OF 
rRICO ELECTRIC COOPERATIVE. INC.. AN 
4RIZONA NONPROFIT CORPORATION. FOR 
4UTHORITY TO BORROW THE ADDITIONAL 

EK 

DOCKET NO. E-0 146 1 A-00-03 5 3  

('1 I ;I I R ht AN 
IIM IRVIN 

COMMISSIONER 
WILLIAM A. MUNDELL 

COM M ISSiONER 

IN THE MA'IIER OF IN THE MATTER OF ' W E  I 
I 200PERATIVE. INC., AN ARIZONA 

VONPROFIT CORPORATION. FOR AUTHORITY I 
TO BORROW 1 H E  ADDITIONAL SUM OF 
6 16.000,000.00 FROM THE NATIONAL RURAL 
JTILITIES COOPERATIVE FINANCE 
:ORPORATION (CFC). AND TO EVIDENCE j SAID LOAN BY THE EXECUTION OF A LOAN 1 
AGREEMENT AND A SECURED PROMISSORY 1 VOTE WHICH ARE SECURED BY AN EXISTING 1 
VlORTGAGE .4ND SECURITY AGREEMENT. I 

D O < ' K l X  NO. F-01461 A-00-0; I I 
APPLICATION OF TRICO ELECTRIC 1 

I 

I 
I 

lpen Meeting 
dovember 28 and 29,7000 
'hoenis. Arizona 

ZY THE COMMISSION: 

fIa\.ing considered the entire r e c ~ r d  herein rind bcing li i l ly ad\.ised i n  thc premiscs. [hi. 

1 ri zona Corporation C om i n  i ss i o n ( "C o m in i ss i on") li n c! s. co I 1 c I I iJ c s. and o rders I 11 ;it : 

FINDINGS OF FACT 

I .  l'rico Electric Power Cooperative. Inc. ("'frico") is a non-profit distribution 

xmperative that srn'es approsimatel). 24.565 customers i n  an iirc'a located around Tucson. Arizona. 
I 
! 

On M a y  8. 3000. 'I'rico riled an application requesting approval 10 borro\\ S 1 O.OO(J.000 i 

n long-term and interim-term debt l'rom the National Rural Cooperative Finance Corporation I 
-. 3 

I 
1 



8 
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I [-c.l.-(.-*\ ("1.0311 1.). 

-1 . 

4. 

On .luI!. 5 .  2000. 'I'ricn ;imended its npplication tiv I.oan 1 . 
On lla!. 23. 2000. I'rico t i l d  ti)r appro\.;il 10 incur additional long-tcnn dcbi of 

53.056.OOO. consisting 01' S2.709.UOO from the Iiiir;iI ('ti1itic.i Sc.r\kc (-.I<L'S*.) and 5 1 .187.000 ti.t)tii  

he C.I.-C' (-I .o~ln 2"). 

_ .  > 

6. 

7. 

1 3 ~  l'rocedural Order dated October 5. 2000. the ;ipplications \\UT consolidated. 

Trico published notice ot'thr applications in  a11 cilunties in \vhich i t  docs business. 

On October 27. 2000. Staff tiled its Staff Report tbr the consolidated applications. 

eco ni mr ti d i n g rtpp ro \A \\ i tho l i t  a  he:^ r i ng . 
. -  8. I rico has access to Ion. cost funds from a RLIS municipal bond rate progrm. 

io\\wcr. thc rt\.ailabilit!, of these tiinds could take se\.eral !.cars. I n  an effort t o  ac1iicL.e the lo\i.cst 

ost debt. Trico has applied for interim financing (S9.000.000 of tlic amount o f  "l-or~n I " )  to be 

ttilized until such time as the lo\v cost. long-term debt fitnding become available ("1-oan 7"). 'l'hus. 

.om 2 \vould be used to retire the same amount of Loan 1 .  

0 .  T r i o  is csperirncing an approsimate I 1 percent annual grouTh in customer coitnf a t r . .  

oincidciit peak as its traditional rural scr\.ice territory is tratisitiotiiny to a more urban character. 1'0 

I .rep pace \vith customer grolvth. o \ w  the past five !.cars Trico has pursued an aggrcssi\c 

nillion in 1900. 

i 

Trico also plans to built a new lieadquarters building tvitti an estimated cos! ofS9.S million in 2001 
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long-tertii debt appro\.cd j for  fiitiirc pro,jects cont;iincd in  i t >  YOO-2002 Construction 1i'ot-k l%in. 

12. 

1-3, 

Loan 2 \ \ o d d  be i i t i l i A  to rcliniince the cost ol'cnnstructing the nelv lines. 

tktual interest rates \ \ i l l  not be k n o \ \ n  unti l  the 1o;m contracts bct\wen 'l.rico and the 

C'I-c' and RI.'S arc. finalized. Trico estimates t h a t  thc intcrcsr rate on tlic tang-term portion of 1,o;~n 1 

\ \ i l l  be 7 percent nnnuall!. atid \vi11 Iia\.e a -3O-!,e:ir maittrir! . 'I'rico estimates die intcrim Iinaticing 

portion of' I.oui 1 \ \ . i l l  ha1.c an intc'rest i'atc ot'8.25 pcrcctit aniiuall~~. Based on tlicsc csLitiiates. Stall' 

calculatcd that Loan 1 ivould ha\x a total debt ser\-icc cost ol'SI .370.234 annually. 

14. I'rico espccted thc. portion of' Loan 2 funded 13:. Rl!S to bear an annual interest rate 01' 

5.5 perccnt. and the portion tiinded b!. Ck'C \\,ill  bctar :in mitiiial interest rate 01' 7 percent. 13,1t11 

portions are espected to have maturities ol' 30 years. Based on these projections. Loan 2 would Ila\.c 

in annual debt seryice cost of$383.441 annually 

15. As of December 3 I .  1990. l'rico's capital structure consisted of62.4 percent debt and 

37.6 percent equity. After assumption of the proposed debt. Trico's pro I'ornia capital striicturc 

ivould consist of 69.5 percent debt and 30.5 percent equity. Because of their ability to iicccss lo\\. 

:ost debt. it is not uncommon for electric cooperatives to be highly leveraged. 

16. Staff calculated that based on a draw do\\-n of all Loan I amounts a t  $he higher 

:stiniatc.d interest rates. Trico \~ould lia\.e a 'I'inies Interest Eru-tied Ratio ("1'11:R") 01' 1.5.3 atid 1)c'lq 

Ser\.ice C'o\.erage ("IISC"') 01'  1.65.- 
I CO NC L ti S I O  N S 0 F L ,A\\' I 

1 
1 .  'I'rico is ii public sen ice corporation \virhin h c  mcrininp 01. Article S V  01' the ..lri/oii;i I 

Constitution and :\.li.S. $ 3  40-301 ;itid 40--302. 

7 .  The Comniissioti has jurisdiction o \ v r  Trico a i d  the sitb,icct matter of the applicatioii~. 

3. Xotice ofthe applications \\'as g'-i\.cn in ;iccorcIancc l . \ . i r h  the la\\.. 

4. The financing appro\.ed herein is for  la\\ l i i l  pirrposcs \ v i t h i n  Trico's corporate po\icl-?;. i?; 

compatiblc \vir11 the public interest. nirli sound financial practices. and Lvith the propcr performuice 

by Trico of senice as a public sen ice corporation. anti \ \ i l l  not impair l'rico's abilit! to pertimi i h a i  

Griicrall!. cl H E R  01' I .i arid a DSC of 1.25. art' prrft'rrcd. 
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scr\'tcc. 

5 .  llic tinaticing appro! cci Iicrcin is for the p i i t p w s  stated in the application anc. 

1'1' I S  ' i ~ l ~ I ~ l i l ~ l ~ ~ O R E  OliI>l.lRlfO tha t  'l'rico Electric C'oty7cr;ilii.c. Inc. is hcrch!- authirri/cci to 

w r r o \ v  up to S7.000.000 from the Rurnl C'croperati\.e Iinancc ('cirporation at an anniicil ititcrest ralc 01-  

ipprosimately 7.0 pcrccnt or the prime ratc. ivhiche\w is highcr. $9.000.000 tPom the li ural 

:'ooperati\.e I'inance Corporation at an anniid ititcrest ixtc 01' approsimatcly 5.25 percent m c i  

2.956.000. consisting of $2.769.000 from the Rural L:tilities Scrvice at an annual interest riitc' 01. 

.pprosiiiiatcl!. 5.5 percent and S 1.187.000 froni the Iiiirul Coopcratii.e Finance Corporation at itti 

nnual interest rate of approximately 7.0 percent or the prinic rate. ivhichever is higher.. 

IT IS FURTHER ORDERED that Trico Electric C'ooperati\c Inc is Iicreby authoriml to  

ngage in an!' transactions and to execute any docunients necessary to effectuate the authorizatil.- 

,ranted hereinabove. I 
IT IS FIJRTHER ORDERED tilai sllcii aiitliority is cspressl!. contingent iipon 'I'rico I'lcctric j 

I . .  

. .  
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IT IS FI!RTF-IER ORDERED tlial l'rico lllcctric ('wpcrnti\,e. Inc. shall lilc copies ol' nll 

iuch Iinancing 

11' IS I-I :KTI II'R OKDERtD that this Decision shall hccomc effcctii c' imnicciiatcly. 

IN U'ITNESS \'HEREOF. 1. BRIAN C. McNEII.. E.sccuti\.c 
Secretary of the Arizona Corporation Commission.  ha\^ 
hereunto set my hand and caused the official seal 01' the 
Coninii 'fixed at the Capitol. i n  the City 01' 1'hoc.ni.s. on to be this p * d a y  o fhmk  'tl ~ J O O O .  

DECISION NO. b 321 3 5 



VIS. Deborall Scott. Director 
-'tilitic's Di\ ision 
4KIZON A ('OKI'OR:\I'ION COM h I I S S  ION 
200 U'csi \\'nsliington Strcet 

'hoeni s. : \ r im  na 8 5007 
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