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IN THE MATTER OF THE APPLICATION OF 
ESCHELON TELECOM OF ARIZONA, INC. FOR 
APPROVAL OF ENCUMBRANCE OF ASSETS. 

DOCKET NO. T-03406A-06-0260 

DECISION NO. 68955 

ORDER 

FINDINGS OF FACT 

1. Eschelon Telecom of Arizona, Inc. (“Eschelon Arizona”) is a Minnesota corporation 

that is a subsidiary of Eschelon Operating Company (“Eschelon Operating”), also a corporation 

organized and existing under the laws of Minnesota. Eschelon Operating, in turn, is a direct, wholly- 
i 

owned subsidiary of Eschelon Tele , Inc. (“Eschelon T 

2. On April 19, 2006, Eschelon Arizona filed an application with the Comissior 

requesting authorization to pledge assets to secure debt obtained by its parent company, Eschelor 

Operating, not to exceed $48 million of Senior Second Secured Notes due in 2010. The Commissior 

already approv a pledge of assets by Eschelon Operationg of $165 million. Eschelon Operating 

issued $165 million, then redeemed $40 million, and sequently issued another $48 million. Witk 

approval of the current request, Eschelon Arizona would have approval to pledge assets to secure E 

total of $173 million of Eschelon Operating indebtedness. 

260. 
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KET NO. T-03406A-06-0260 

n’s Utilities Division Staff (“Staff”) an 

4. On July 18,2006, Staff filed a Staff Report recommending conditional approval of the 

application. 

in compliance with this requirement; Eschelon Arizona management also represents that the Arizona 

assets represent less than ten percent of the collateral being pledged for this debt. Previous rate cases 

indicate the value of Arizona assets t roximately $4,400,000 (Decision No. 67885), as 

compared with the $48 million of d ted for approval and to be issued by Eschelon 

s will be guaranteed by operating subsidiaries of each state, 

ubsidiary wishes to grant a security intereqt in its plant and including Eschelon Arizona, 

that it will use the proceeds of this transaction for gen 

g working capital, fun 

e deemed appropriate by Eschelon Operating. Eschelon 

izona to continue to o 

zona to expand its service offering 

ndicates that it would not 

DECISION NO. 68955 
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mpair the financial 

would it impair the ability of Eschelon Arizona to provide safe, reliable, and adequate service. 

s of Eschelon Arizona, would not impair its ability to attract capital, nor 

9. Staff states that Eschelon Arizona’s custo ers have alternative service providers and 

would not experience significant harm in the event that the parent has financial difficulties. 

10. 

1. 

Staff states that Eschelon Arizona has no outstanding compliance issues. 

Staff concludes that approval of this application assists Eschelon Arizona and 

Eschelon Operating to maintain and improve its Arizona operations and to serve Arizona ratepayers. 

Staff further concludes that granting authorization to collateralize the debt is beneficial as it reduces 

borrowing costs and does not impair Eschelon Operating’s ability to attract capital or Eschelon 

Arizona’s ability to serve its customers. 

12. Staff recommends: 

(a) approval of the application provided that Eschelon Operating is in full conformity 

with the performance bond requirements established by Decision No. 67885; 

(b) authorizing Eschelon Arizona to engage in any transactions and to execute any 

documents necessary to effectuate the authorizations granted; and 

(c) that the Commission order Eschelon Arizona to file, as a compliance item in 

docket, any available proof of the existence of performance bonds within 90 days of the Decision in 

CONCLUSIONS OF LA 

,40-302, and A.A.C. R14-2-804. 
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RTHER ORDERED that Eschelon Telecom of Arizona, Inc. shall file proof of the 

rmance bonds with Docket Control, as a compliance item in this docket, within 90 

iays of the effective date of this Decision. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 




