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EXECUTIVE SUMMARY
UNS ELECTRIC, INC. AND UNS GAS, INC.
DOCKET NOS. E-04204A-06-0493 & G-04204A-06-0493

On July 28, 2006, UNS Electric, Inc. (“UNS Electric”) and UNS Gas, Inc. (“UNS Gas”),
collectively (“Borrowers”) filed a joint application with the Arizona Corporation Commission
(“Commission”) requesting authorization of various financing transactions.

The Borrowers are wholly owned subsidiaries of Unisource Energy Services, Inc.
(“Parent”).  UNS Electric provides electric transmission and distribution service to
approximately 91,000 customers in Mohave and Santa Cruz counties and has a service office in
Kingman. UNS Gas provides gas distribution services to approximately 142,000 customers in
Mohave, Yavapai, Coconino, Navajo and Santa Cruz Counties and has a service office
Flagstaff. The Borrowers and Parent are all Arizona corporations headquartered in Tucson,
Arizona.

The Borrowers are proposing the following transactions. First, UNS Electric proposes to
refinance $60 million in Senior Notes (interest-only with a balloon payment) due in August 2008
by issuing new long-term debt in an increased amount of $100 million with a maturity of five to
twenty years. The application states that this long-term debt would also provide capital for
growth that is first financed with a revolving credit facility and subsequently converted to long-
term debt.

Second, the Borrowers seek to increase the amount of their joint revolving credit facility
from $40 million to $60 million. The terms of the revolving credit facility allow either entity to
borrow up to 75 percent of the total. The obligations of each Borrower are several and not joint
so neither entity guarantees the obligations of the other. The Borrowers also request
authorization to amend or refinance the revolving credit facility with an ultimate maturity in
August 2014 without having to reapply with the Commission for approval to take advantage of
opportunities to obtain better terms as they arise in a timely manner.

In addition, UNS Electric requests to grant, if needed to complete the financing or to
achieve lower interest rates, a lien on some or all of its properties, including properties acquired
after the date of the grant of the lien, to secure its obligations under the new long-term debt and
revolving credit facility and to secure any other obligations existing at the time the lien is granted
which must be secured if such lien is granted.

For UNS Electric, Staff’s analysis shows a pro forma times interest earned ratio (“TIER”)
of 1.40 and debt service coverage ratio (“DSC”) of 1.04 would result from issuance of $100
million of six-year amortizing debt at 7.61 percent and borrowing $45 million on an interest-only
with balloon payment revolving credit facility at 6.6 percent. The pro forma TIER and DSC
indicate that UNS Electric would have sufficient cash flow to meet all obligations under these
stringent terms. However, a stringent test applied by Staff excluding a $10 million equity
infusion in June 2006 results in a pro forma capital structure composed of 3.83 percent short-
term debt, 69.76 percent long-term debt and 26.42 percent equity to provide a cautionary signal.
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For UNS Gas, Staff’s analysis shows a pro forma TIER of 1.73 and DSC of 2.42 would
result from borrowing $45 million on an interest-only with balloon payment revolving credit
facility at 6.6 percent. These pro forma TIER and DSC indicate that UNS Gas would have
sufficient cash flow to meet all obligations. The resulting pro forma capital structure composed
of 64.5 percent long-term debt and 35.5 percent equity is adequate.

Staff concludes that the financing transactions proposed by the Borrowers are reasonable,
are within their corporate powers, are compatible with the public interest, would not impair their
ability to provide services and would be consistent with sound financial practices if subsequent
to any debt issuance common equity represents at least 30 percent of total equity (common
equity, preferred stock, long-term debt and short-term debt).

Staff recommends authorization of the financing transactions proposed by the UNS
Electric and UNS Gas subject to several conditions including that subsequent to any debt
issuance common equity represents at least 30 percent of total equity. '
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UNS Electric, Inc. and UNS Gas, Inc.
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Introduction

UNS Electric, Inc. (“UNS Electric”) and UNS Gas, Inc. (“UNS Gas™) (collectively as
“Borrowers”) filed a joint application with the Arizona Corporation Commission
(“Commission”) on July 28, 2006, requesting authorization for various financing transactions.
Specifically, the application requests authorization for UNS Electric to refinance and increase its
long-term debt, for the entities to extend and increase the amount of their joint revolving credit
facility, for pre-approved authority to subsequently renew their joint revolving credit facility and
for UNS Electric to enter into security agreements granting liens on some or all of its properties.

Notice

On October 16, 2006, the Borrowers filed affidavits of publication verifying public notice
of its financing application. The Borrowers published notice of their financing application in the
Arizona Daily Sun and Lake Havasu’s Today’s News-Herald on August 28, 2006; in the Arizona
Republic, the Kingman Daily Miner, and the White Mountain Independent on August 29, 2006;
the Holbrook Tribune-News, the Prescott Courier, and the Sedona Red Rock News on August 30,
2006; the Nogales International on September 19, 2006; the Winslow Mail on September 20,
2006; the Verde Independent on September 26, 2006; and the Williams-Grand Canyon News on
September 29, 2006. The affidavits of publication are attached along with a copy of the Notices.

Compliance
There are no compliance issues outstanding for either UNS Electric or UNS Gas.
Background

The Borrowers are wholly owned subsidiaries of the Unisource Energy Services, Inc.
(“Parent”), headquartered in Tucson, Arizona.! UNS Electric serves approximately 91,000
customers in Mohave and Santa Cruz Counties and maintains a service office in Kingman. UNS
Gas serves approximately 142,000 customers in Mohave, Yavapai, Coconino, Navajo and Santa
Cruz Counties and maintains a service office in Flagstaff.

Purpose
Long-term Debt — UNS Electric

The purpose of UNS Electric’s proposed issuance of $100 million in long-term debt is
twofold. First, $60 million of the proceeds would refinance existing interest-only long-term debt
(“Senior Notes”) that matures in August 2008. Second, the remainder would provide long-term
capital to refinance capital improvements needed for growth that are first financed with a
revolving credit facility.

T UNS Electric and UNS Gas are also sister companies to Tucson Electric Power (“TEP”).
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The Borrowers are “requesting authority a year in advance of this maturity date in order
to begin testing the market and to obtain proposals from various lenders or arrangers of debt. If
UNS Electric believes it is prudent and cost effective to refinance senior notes prior to maturity,
it will be able to act quickly with the Commission’s prior approval.”

Revolving Credit Facility

The application states that the purpose of increasing the Borrower’s revolving credit
facility from $40 million to $60 million is to improve access to funds for short-term liquidity and
working capital purposes to fund growth. The Borrowers assert that conditions in the bank credit
markets have improved since they entered into their existing revolving credit facility and that -
companies with similar credit profiles are currently paying more advantageous rates and reduced
commitment fees. Thus, an opportunity exists for the Borrowers to obtain reduced pricing and at
the same time extend the term of the facility. The Borrowers cite their service area’s four-to-five
percent annual growth and the need for infrastructure to grow along with it to support an increase
in the facility.

Additionally, the Borrowers note that increased borrowing capacity will facilitate issuing
letters of credit as credit enhancement for energy purchases and for hedging arrangements for
UNS Gas. UNS Gas purchases a portion of its gas supply on a forward basis in order to hedge
against commodity price volatility. In the future, UNS Gas’ gas suppliers or financial hedging
counterparties may require credit enhancement in the form of letters of credit. UNS Electric’s
full requirements power purchase contract with Pinnacle West Capital Corporation expires in
2008 and UNS Electric may be required to provide credit enhancement under future pewer
purchase agreements.

The Borrowers also request authorization to enter into amendments to their existing
facility or to refinance by entering into new agreements with an ultimate maturity date in August
2014. The application asserts that such refinancing authority would allow the Borrowers to take
advantage of opportunities to obtain better terms as they arise in a timely manner.

Engineering Analysis

Staff concludes that the activities contemplated by UNS Electric and UNS Gas in this
application are appropriate and its cost estimates are reasonable. Staff makes no “used and
useful” determination in this proceeding. The rate-making treatment for any plant improvements
resulting from the proposed financing is deferred to a future rate proceeding.

? Application, page 8, lines 15 — 19.
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Description and Terms of Proposed Financing
Long-term Debt

UNS Electric proposes to issue $100 million of long-term debt with a maturity date
between five and twenty years. Terms for loan type (e.g., amortizing or interest-only with
balloon payment) and interest rate are yet to be negotiated by the Borrowers.”

Revolving Credit Facility

The application states that the Borrowers request to extend the maturity of the existing
facility, to increase the amount of the facility from $40 million to $60 million and to enter into
similar amendments or refinancings to extend the facility during the subsequent three-year period
should favorable opportunities arise. It also notes that the applicable borrowing rate at June 30,
2006, was the London Interbank Offered Rate (“LIBOR”) plus 1.50 percent and that an annual
commitment fee of 0.45 percent applied to the unused balance. The Borrowers response to Staff
data request MB 1.1 notes that the agreement governing the facility was amended and restated on
August 11, 2006, as follows:*

The interest rate payable on any borrowings under the facility is LIBOR -+ 1.00%
for Eurodollar borrowings, or at the agent bank’s reference rate (generally Prime
Rate) for any Alternate Base Rate (“ABR”) borrowings. The commitment fee on
‘the unused commitment is 15 basis pts. per annum. Previously, these amounts
were LIBOR + 1.50% for Eurodollar borrowings and 45 basis pts. for the
commitment fee.

Any borrowings outstanding at maturity are due and payable at the time. Interest
is payable quarterly for any ABR borrowings. For example, if a borrower
borrowed on a Eurodollar basis for one month, interest would be payable at the
end of that one month period.

The Borrowers amended agreement for which they seek authorization extends the
maturity date of the facility to August 11, 2011. The terms of the revolving credit facility allow
either entity to borrow up to 75 percent of the total. The obligations of each Borrower are
several and not joint so neither entity guarantees the obligations of the other. The Borrowers
also request authorization in this proceeding to amend or refinance and extend the maturity date
of the facility to August 2014.

3 The interest rate on UNS Electric’s Senior Notes due in 2008 is 7.61 percent.
* The terms of the amendment and restatement are subject to Commission approval.
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Security Interest

UNS Electric requests to grant, if needed to complete the financing or to achieve lower
interest rates, a lien on some or all of its properties, including properties acquired after the date
of the grant of the lien, to secure its obligations under the new long-term debt and revolving
credit facility and to secure any other obligations existing at the time the lien is granted which
must be secured if such lien is granted. UNS Gas is not requesting authority to grant liens on its
properties.

Financial Analysis
UNS Electric

Staff’s analysis for UNS Electric is presented in Schedules MEB-1, MEB-2 and MEB-3.
Column [A] presents selected financial information from the financial statements for the year
ended December 31, 2005. Column [B] modifies Column [A] to recognize a $100 million loan
at 7.61 percent, repayment of the existing $60 million Senior Notes and repayment of the $5
million outstanding revolving credit facility balance. Schedule MEB-1 reflects a five-year
amortization, MEB-2 reflects a 6-year amortization and MEB-3 reflects a five-year non-
amortizing loan. Column [C] in each schedule is the same as Column [B] modified to reflect a
$45 million (interest-only with balloon payment) revolving credit facility’ at 6.6 percent.6
Schedules MEB-1, MEB-2 and MEB-3 also present the capital structure and ratios for debt
service coverage (“DSC”) and times interest earned (“TIER”).

TIER represents the number of times earnings cover interest expense on short-term and
long-term debt. A TIER greater than 1.0 means that operating income is greater than interest
expense. A TIER less than 1.0 is not sustainable in the long term but does not mean that debt
obligations cannot be met in the short term.

DSC represents the number of times internally generated cash will cover required
principal and interest payments on short-term and long-term debt. A DSC greater than 1.0
indicates that operating cash flow is sufficient to cover debt obligations. A DSC less than 1.0
means that debt service obligations cannot be met by cash generated from operations and that
another source of funds is needed to avoid default.

The pro forma TIER and DSC for UNS Electric shown in Schedule MEB-1, Column [C]
are 1.42 and 0.91, respectively. This DSC below 1.0 indicates that operating results are not
sufficient to meet all obligations for this scenario. However Schedule MEB-2 shows that
changing the amortization period for the $100 million loan from five years to six years increases
the pro forma DSC to 1.04, indicating that operating results would be sufficient to meet all
obligations. Schedule MEB-3 shows that a non-amortizing loan increases the pro forma DSC to

’ UNS Electric may draw up to 75 percent or $45 million (.75 x $60 million) from the proposed new revolving
credit facility as long as the combined UNS Electric and UNS Gas draws do not exceed $60 million.
5 LIBOR plus 100 basis points, as of 9-1-06 LIBOR was at 5.6 percent.
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1.34. These pro forma TIER and DSC assume there is no repayment of the outstanding balance
on the revolving credit facility or the non-amortizing loan.

UNS Electric’s capital structure at December 31, 2005, consisted of 4.41 percent short-
term debt, 52.36 percent long-term debt and 43.23 percent equity. The pro forma capital
structure resulting from issuance of the proposed $100 million long-term debt with a six-year
amortization, repayment of the $60 million existing debt and drawing $45 million on the line of
credit is composed of 3.83 percent short-term debt, 69.76 percent long-term debt and 26.42
percent equity.” This highly leveraged capital structure provides a cautionary signal.

UNS Gas

Staff’s analysis for UNS Gas is presented in Schedule MEB-4. Column [A] presents
selected financial information from the financial statements for the year ended December 31,
2005. Column [B] is the same as Column [A] modified to reflect a $45 million (interest-only
with balloon payment) revolving credit facility® at 6.6 percent. Schedule MEB-4 also presents
the capital structure, DSC and TIER.

The pro forma TIER and DSC for UNS Gas shown in Schedule MEB-4, Column [C] are
1.73 and 2.42, respectively, showing that operating results are sufficient to meet all obligations.

These pro forma TIER and DSC reflect interest payments with no repayment of any outstanding
debt.

UNS Gas’s capital structure at December 31, 2005, consisted of 0.00 percent short-term
debt, 55.62 percent long-term debt and 44.38 percent equity. The pro forma capital structure
composed of 64.5 percent long-term debt and 35.5 percent equity resulting from recognition of a
$45 million draw at 6.6 percent on the revolving credit facility is adequate.

Conclusions and Recommendations

Staff concludes that the financing transactions proposed by the Borrowers are reasonable,
are within their corporate powers, are compatible with the public interest, would not impair their
ability to provide services and would be consistent with sound financial practices if subsequent
to any debt issuance common equity represents at least 30 percent of total equity (common
equity, preferred stock, long-term debt and short-term debt) for the borrowing entity.

Staff further concludes:

1. That the UNS Electric $100 million long-term debt should be financed for a term not
more than 20 years and if it is an amortizing loan for a term not less than 6 years.

? Does not reflect a $10 million equity infusion in June 2006.
# UNS Gas may draw up to 75 percent or $45 million (.7 x $60 million) from the proposed new revolving credit
facility as long as the combined UNS Gas and UNS Electric draws do not exceed $60 million.
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2. That the maximum allowable draw for either UNS Electric or UNS Gas under the
joint $60 million revolving credit facility should be $45 million.

3. That any authorization to amend or refinance the revolving credit facility should
terminate on August 11, 2011.

4. That any amendment or refinancing of the revolving credit facility should not
include a maturity after August 11, 2011.

5. That Amendments and renegotiations of the revolving credit facility should be
supported by a filing with Docket Control explaining the business rationale for the
transaction and a demonstration that the rates and terms were consistent with those
generally available to comparable entities at the time.

Staff recommends authorization of the financing transactions (including granting of liens
by UNS Electric) proposed by the UNS Electric and UNS Gas subject to the following
conditions: 1) the UNS Electric $100 million long-term debt should be financed for a term not
more than 20 years and if it is an amortizing loan for a term not less than 6 years; 2) Forty-five
million dollars is the maximum allowable draw for either UNS Electric or UNS Gas under the
joint $60 million revolving credit facility; 3) that subsequent to any additional debt incurrence by
either UNS Electric or UNS Gas common equity represents at least 30 percent of total equity in
the borrowing entity’s capital structure and 4) that any amendment or refinancing of the
revolving credit facility should not include a maturity after August 11, 2011 .

Staff further recommends authorizing the Borrowers to engage in any transactions and to
execute or cause to be executed any documents so as to effectuate the authorizations requested
with the application.

Staff further recommends that the Borrowers file with Docket Control within 60 days of

any financing transaction authorized herein a copy of all notes and other documents
memorializing the transaction.
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UNS Electric, Inc.
Docket No. E-04204-06-0493 Schedule MEB-1
Application For Financing

Selected Financial Information
Five-year Amortization Scenario

[A] [B] [C]
Pro Forma' Pro Forma?
12/31/2005 With $100 Million Debt With $100 Million Debt & $45 Million LOC
1 Operating Income $11,711,000 $ 11,711,000 $ 11,711,000
2 Depreciation & Amort. 10,289,000 $ 10,289,000 10,289,000
3 Income Tax Expense 3,291,000 $ 3,291,000 3,291,000
4
5 Interest Expense3 5,385,000 7,629,213 10,599,213
6 Repayment of Principal o} 17,086,101 17,086,101
7
8
9 TIER
10 [1+3]1+[5] 2.79 1.97 1.42
11 DSC
12 [1+243] + [6+6] 4.70 1.02 0.91
13
14
15
16 Short-term Debt $5,086,000 4.41% $7,108,213 5.06% $7,108,213 3.83%
17
18 Long-term Debt $60,439,000 52.36% $83,352,899 59.39% $128,352,899 69.25%
19
20 Common Equity* $49,898,000 43.23% $49,898,000 35.55% $49,898,000 26.92%
21
22 Total Capital $115,423,000 100.00%  $140,359,112 100.00% $185,359,112 100.00%
23
24
25

Column (B) is Column [A] adjusted to recognize a pro forma $100 million 6-year amortizing loan at 7.61 percent, removal of the existing $60 million interest only loan,
and repayment of $5 million of short-term debt.

N

Column [C] is Column [B] modified to reflect an additional $45 million interest only loan (i.e., LOC) at 6.6 percent.

The Column (A) amount reflects interest expense recorded in 2005 plus $188,000 of interest recorded as Allowance for Funds Used During Construction (AFUDC).
The Column [B] amount is Column [A] adjusted to recognize pro forma interest expense on a $100 million 5-year amortizing loan at 7.61 percent and removal of
the existing $60 million interest only loan at 6.6 percent.

The Column [C} amount is Column [B] adjusted to recognize pro forma interest expense on an additional $45 miltion loan at 6.6 percent.

Does not reflect a $10 miltion equity infusion in June 2006.

S:/AR/UNS 06-0493 Fin Analysis Elec MEB1 gf2 xls/MEB-1



UNS Electric, Inc.
Docket No. E-04204-06-0493 Schedule MEB-2
Application For Financing

Selected Financial Information
Six-year Amortization Scenario

Al {B] [C]
Pro Forma' Pro Forma?
12/31/2005 With $400 Million Debt With $100 Mitlion Debt & $45 Million LOC

1 Operating Income $11,711,000 $ 11,711,000 $ 11,711,000

2 Depreciation & Amort. 10,289,000 $ 10,289,000 10,289,000

3 Income Tax Expense 3,291,000 $ 3,291,000 3,291,000

4

5 Interest Expense:4 5,385,000 7,746,647 10,716,647

6 Repayment of Principal 0 13,672,466 13,672,466

7

8

9 TIER

10 [1+3] + [5] 279 1.94 1.40

11 DSC

12 [1+2+3] = [5+6] 4.70 1.18 1.04

13

14

15

16  Short-term Debt $5,086,000 4.41% $7,225,647 5.02% $7,225,647 3.83%
17

18 Long-term Debt $60,439,000 52.36% $86,766,534 60.30% $131,766,534 69.76%
19
20 Common Equity4 $49,898,000 43.23% $49,898,000 34.68% $49,898,000 26.42%
21
22 Total Capital $115,423,000 100.00% $143,890,181 100.00% $188,890,181 100.00%
23
24
25

Column (B} is Column [A] adjusted to recognize a pro forma $100 million 6-year amortizing loan at 7.61 percent, removal of the existing $60 million interest only loan,
and repayment of $5 million of short-term debt.

~N

Column [C} is Column [B] modified to reflect an additional $45 million interest only loan (i.e., LOC) at 6.6 percent.

w

The Column (A) amount reflects interest expense recorded in 2005 plus $188,000 of interest recorded as Allowance for Funds Used During Construction (AFUDC).
The Column [B] amount is Column [A] adjusted to recognize pro forma interest expense on a $100 million 8-year amortizing loan at 7.61 percent and removal of
the existing $60 million interest only loan at 6.6 percent.

The Column [C] amount is Column [B] adjusted to recognize pro forma interest expense on an additional $45 million loan at 6.6 percent.

IS

Does not reflect a $10 miillion equity infusion in June 2006.
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UNS Electric, Inc.
Docket No. E-04204-06-0493 Schedule MEB-3
Application For Financing

e

Selected Financial Information
Five-year Non-Amortizing Scenario

[A] [B] {C]
Pro Forma' Pro Forma?
12/31/2005 With $100 Million Debt With $100 Miltion Debt & $45 Million LOC

1 Operating Income $11,711,000 $ 11,711,000 $ 11,711,000

2 Depreciation & Amort. 10,289,000 $ 10,289,000 10,289,000

3 income Tax Expense 3,291,000 $ 3,291,000 3,291,000

4

5 Interest Expense® 5,385,000 8,217,000 11,187,000

6 Repayment of Principal o] 0 ]

7

8

9 TIER

10 [1+3]+ [5] 2.79 1.83 1.34

11 DSC

12 [1+2+3] + [5+6] 4.70 3.08 2.26

13

14

15

16  Short-term Debt $5,086,000 4.41% $86,000 0.06% $86,000 0.04%
17

18 Long-term Debt $60,439,000 52.36% $100,439,000 66.77% $145,439,000 74.42%
19
20 Common Equity“ $49,898,000 43.23% $49,898,000 33.17% $49,898,000 25.53%
21
22 Total Capital $115,423,000 100.00% $150,423,000 100.00% $195,423,000 100.00%
23
24
25

Column (B) is Column [A] adjusted to recognize a pro forma $100 million 5-year non-amortizing toan at 7.61 percent, removal of the existing $60 million interest only loan,
and repayment of $5 million of short-term debt.

~N

Column [C] is Column [B] modified to reflect an additionatl $45 million interest only loan (i.e., LOC) at 6.6 percent.

w

The Column (A) amount reflects interest expense recorded in 2005 plus $188,000 of interest recorded as Allowance for Funds Used During Construction (AFUDC).
The Column [B] amount is Column [A] adjusted to recognize pro forma interest expense on a $100 million 5-year non-amortizing loan at 7.61 percent and removal of
the existing $60 million interest only loan at 6.6 percent.

The Column [C} amount is Column [B] adjusted to recognize pro forma interest expense on an additional $45 million loan at 6.6 percent.

Does not reflect a $10 million equity infusion in June 2006.
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UNS Gas, Inc. Schedule MEB-4
Docket No. G-04204-06-0493
Application For Financing

Selected Financial Information

[A] [B]
Pro Forma’
12/31/2005 With $45 million LOC
1 Operating Income $ 13,847,000 $ 13,847,000
2 Depreciation & Amort. 6,773,000 $ 6,773,000
3 Income Tax Expense 3,349,000 $ 3,349,000
4
5 Interest Expense2 6,952,000 9,922,000
6 Repayment of Principal 0] 0
7
8
9 TIER
10 [1+3}+[5] 2.47 1.73
11 DSC
12 [1+2+3] + [5+6] 3.45 2.42
13 Cash Coverage Ratio
14 [1+2+3] + [5] 3.45 2.42
15
16
17
18 Short-term Debt $0 0.00% $0 0.00%
19
20 Long-term Debt $100,000,000 55.62% $145,000,000 64.50%
21
22 Common Equity $79,804,000 44.38% $79,804,000 35.50%
23
24 Total Capital $179,804,000 100.00% $224,804,000 100.00%
25
26
27

" Column (B) is Column [A] adjusted to reflect a $45 miliion interest only loan (i.e., LOC) at 6.6 percent.

2 The Column (A) amount reflects interest expense recorded in 2005 plus $231,000 of interest recorded as Allowance for Funds Used During Construction (AFUDC).
The Column [B] amount is Column [A] adjusted to recognize pro forma interest expense on an additional $45 million loan at 6.6 percent.
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MEMORANDUM

TO: Michael Bailey
Public Utility Analyst III
Utilities Division

FROM: Steve Taylor /\V{/
Electric Utilities Engineer W
Utilities Division N

THRU: Del Smith  J))

Engineering Supervisor
Utilities Division

DATE: November 16, 2006

SUBJECT:  UNS ELECTRIC AND UNS GAS FINANCING APPLICATION DATED JULY
28,2006; DOCKET NOS. E-04204A-06-0493 AND G-04204A-06-0493

On July 28, 2006, UNS Electric and UNS Gas submitted a joint application to the
Arizona Corporation Commission (“Commission”) for authorization to:

(1) Refinance $60 million of long term debt and increase long term debt up to $100
million for UNS Electric. The term of the existing debt will also be increased from “Notes due in
2008 to a maturity date of five to twenty years and includes the increased debt.

(2) Enter into security agreements granting liens on some or all of UNS Electric
properties.

(3) Extend the term (now maturing in 2008) of the joint UNS Electric and UNS Gas
revolving credit facility up to three years and increase the amount of the facility from $40 million
to $60 million.

(4) Pre approve UNS Electric and UNS Gas authority to subsequently renew the joint
revolving credit facility over the next three years as refinancing opportunities arise.

Items (1) and (2) are specific to UNS Electric and these additional funds will be used to
support some of their capital needs between now and 2008. Items (3) and (4) apply to both UNS
Electric and UNS Gas jointly and increase their joint credit facility to provide liquidity for
general corporate expenses.

Utility Overview

UNS Electric and UNS Gas are subsidiaries of Unisource Energy Services (“Parent”).
UNS Electric provides electric transmission and distribution service to approximately 91,000
customers in Mohave and Santa Cruz counties. UNS Gas provides gas distribution services to
approximately 142,000 customers in Mohave, Yavapai, Coconino, Navajo and Santa Cruz
Counties. UNS Electric and UNS Gas and Unisource Energy Services are all Arizona
corporations headquartered at One South Church Avenue, Tucson, AZ 85702. UNS Gas has a




service office at 2901 W. Shamrell Blvd suite 110, Flagstaff, AZ 86001, and UNS Electric has a
service office at 2498 Airway Avenue, Kingman, AZ 86402.

Load Growth for UNS Electric

UNS Electric is projecting an overall load growth at an annual average rate of 7.03% for
the 2007 through 2010 time period. They have experienced a 4.6% load growth rate for the 2003
through 2006 time period. This load growth is consistent and comparable across the residential,
commercial and industrial classes of customers and shows a significantly increasing trend in the
next two years (2007, 2008).

The growth estimates are based on UNS Electric’s review of developers’ estimates for
new residential and commercial construction primarily in the Kingman and Havasu areas of
Mohave County. This forecast construction is expected primarily from an influx of retirees from
California, an influx of Nevada residents facilitated by the soon to be completed Hoover Dam
Bypass as well as the historical load growth of the area. UNS Electric has adjusted the
developer’s estimates downward to reflect the recent slowdown in residential and commercial
construction to arrive at the above noted overall 7.03% annual growth rate for the next four
years.

Customer Outage History for UNS Electric .

Customer outages in the utility industry are typically measured in terms of SAIDI
(system average interruption duration index), SAIFI (system average interruption frequency
index), MAIFI (momentary average interruption frequency index) and CAIDI (customer average
interruption duration index). Although there are generally no standards imposed on utilities, the
measures are still a good indicator of how well a utility is doing from year to year and also a
good way to compare themselves with similar utilities.

UNS Electric is showing an increasing trend in the SAIDI and SAIFI metrics for the last
3 years indicating that the average interruption duration and interruption frequency are
increasing. Much of this increase is possibly due to storm activity and it is not practical to
normalize these numbers for weather. However it is noted that their MAIFI metric is increasing
greatly in the last 3 years indicating momentary outages generally attributable to storms.

UNS Electric is showing an increasing trend also in CAIDI (SAIDI divided by SAIFI)
which is an indicator of how long an individual with an outage is likely to experience it. The
statistics are repeated below:

2004 2005 2006YTD
CAIDI (minutes) 73.126 92.959 100.269
SAIDI (minutes) 75.371 141.600 217.484
SAIFI 1.031 1.523 2.173
MAIFI 0.158 3.709 3.608

The outage results are not untypical of the utility industry; however, the increasing trend
indicates a need for infrastructure investment to ensure the trends show an improvement pattern
over time.




Construction Work Plan for 2006 through 2010 For UNS Electric

UNS Electric has submitted Five Year Capital Budget Expenditures with itemization by
classes as noted and discussed below:

New Business:

Year 2006 2007 2008 2009 2010

$ (millions) 12.0 11.4 11.9 12.7 13.8

The new business class covers capital cost for all new customers and related
infrastructure on the distribution system to support the cost of constructing reliable facilities. The
detailed breakdown of planned expenditures in the various categories (new services, meters, etc.)
is appropriate and in line with expectations from the load growth data above.

System Reinforcement:

Year 2006 2007 2008 2009 2010

$ (millions) 19.2 18.7 7.6 8.7 11.4

System reinforcement covers upgrades to the distribution and transmission systems to
maintain and improve service to customers. The detailed breakdown of planned expenditures in
the various categories (reconductor line, replace station breakers, etc.) is appropriate for the years
2006 and 2007 and in line with expectations from the load growth and outage history data above.

The years beyond 2007 are typically not in the time frame that accurate predictions can
be made for specific infrastructure reinforcement therefore the lower numbers are not
unexpected. It is likely these numbers will increase as those time frames approach and a better
understanding of needed reinforcements is determined.

There are several additional classes of expenditures that comprise the total UNS Electric
capital 5 year budget and these other classes do not materially change the above conclusions. The
total capital budget is noted below:

Total Capital Budget:

Year 2006 2007 2008 2009 2010

$ (millions) 34.9 33.3 21.5 22.0 25.7

Assessment for UNS Gas

A review of compliance, safety record, construction program and customer service with a
representative of the Office of Pipeline Safety indicates that UNS Gas is meeting its customer
service obligations and all pipeline safety obligations. There are no safety complaints on file and
all compliance issues are up to date and promptly addressed. There are no customer complaints -
of note indicating an adequately built out system that is well planned. The construction program
is active with the scheduled replacement of older pipe and the timely build out to meet new
customer requirements.




Conclusions and Recommendations

Based on the review of UNS Electric’s anticipated Load Growth, Outage statistics and
2006-2010 Work Plans, it is Staff’s conclusion that the activities included in the Work Plans are
appropriate, and the costs associated with these activities are reasonable. However, this does not
imply a specific treatment for rate base or rate making purposes in UNS Electric’s future rate
filings.
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS
JEFF HATCH-MILLER- CHAIRMAN

MIKE GLEASON
KRISTIN K. MAYES
BARRY WONG

IN THE MATTER OF THE APPLICATION OF) DOCKET NO. E-04204A-06-0493

UNS ELECTRIC, INC. AND UNS GAS, INC.FOR) DOCKET NO. G-04204A-06-0493

A FINANCING ORDER AUTHORIZING)

VARIOUS FINANCING TRANSACTIONS. ) UNS ELECTRIC, INC. AND UNS
) GAS, INC.’S SUPPLEMENTAL
) RESPONSE TO STAFF’S FIRST SET
) OF DATA REQUESTS

UNS Electric, Inc. and UNS Gas, Inc., through undersigned counsel, hereby respond to
“Staff’s First Set of Data Requests™ as follows:

UNS Electric, Inc. and UNS Gas, Inc. hereby provide a supplemental response to Data

Requests MB 1.3.
RESPECTFULLY SUBMITTED this 16™ of October 2006

ROSHKA DEWULF & PATTEN, PLC

o A

Michael W. Patten
J. Matthew Derstine
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
Attorneys for UNS Electric, Inc. and UNS Gas, Inc.




RoOsHKA DEWULF & PATTEN, PLC

NA CENTER
<N STREET - SUITE 800

ONE /
400 EAST VAN L

PHOENIX, ARIZONA 85004
TELEPHONE NO 602-256-6100

FACSIMILE 602-256-6800
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Copy of the foregoing hand-delivered/mailed
this 16™ of October 2006 to:

Robin R. Mitchell, Esq.

Legal Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Michael Bailey

Utilities Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Michelle Livengood

Tucson Electric Power Company
One South Church, Suite 200
Tucson, Arizona 85701

VaN/4




UNS ELECTRIC, INC. AND UNS GAS, INC.
SUPPLEMENTAL RESPONSE TO
STAFF'S FIRST SET OF DATA REQUESTS TO
DOCKET NOS. E-04204A-06-0493 and G-04204A-06-0493
October 16, 2006

MB 1.3 Please provide proof of notice of this matter duly published within
newspapers of general circulation within UNS Gas' and UNS Electric's
("UNS") service territory.

RESPONSE: The affidavits of publication will be forwarded upon receipt.

RESPONDENT: Barbara McCormick
Director, Capital Resources

SUPPLEMENTAL RESPONSE:

The affidavits of publication are attached as Bates Nos. UNSE/UNSG
(0493)00170 to UNSE/UNSG (0493) 00189.




- AFFIDAVIT/PROOF OF PUBLICATION

- ING.TRANSACTIONS..
(- On July 28, 2006, UNS Eleitrie;

Inc.aiid UNS Gas; Ing.’ (" Apphi- .

cants") filed an Application with -

STATE OF ARIZONA | ) Sied n Appicaton i

} : mission ("Commission”) for an'
SS.

-ordér anthorizing Applicants ta -
(l)éxteﬁdtﬁi’mn‘ei”sitiy'ofﬂm'- .-
C f Coconino ity ) eadtving Credit Fy-
(4] ility; (2) increase amount of
ounty 1. the Revolving Credit Facility. - .-
“from $40.million to $60 mitlion;”
. - and (3) enl_:t:‘;"'l fito similaf amend-" .
. ments o réfinancings to extend * - -
. - S. the Credit Pacilities during.the .. -
Bobbie Crosby being duly sworn, deposes and say subscquent thres-year pectods ©.
shonid favorable opp[g]x:lnsm!x‘:ti;es o
. s axise. .Purthermore, eg-
; of the Arizona Daily Sun fric, Inc: is requésting authority
That she is the legal clerk e e it mi,lliggnf _
Seniof Notes'duc in Auguist 2008 .

. i Arizona; that the by issuing new loig-ferm debt;,
w. d at Flagstaff, Coconino County, Arizona; O iing rew g ferm deb:
a newspaper publishe gstatl, | Dinctease the s oo .

10 qal BLOO | pmmeme
24 Seme

M 1 Pr tes. . App i
a copy of which is available for inspection duri
- regular bosinéss hours it the:
ces of the Co;

hereunto attached, was first published in said newspaper in its issue dated

) and was South Church Avenue. Ty
the__ oS _dayor ALA avist ,200J0 S
U o this mafter shall be permitted-. *

published in each _@A;Lissuc of said newspaper for _ A\ Q_ ‘w any p.e'rson;:‘i%txl;dabdjhlia

A ; “The ghanting of motions.to
; ication being in the issue dated the ventiahall Lo gt
consecutive M the last publ1cahon being LA CRI4 305 Persops-de:

siring to intervene must file
_ 20CXQ‘ Motion 1o Intervene with the
Q_____C_Qday of &5 g Commission, which mustbe

upon whom service ﬁf_ docu.
‘ments'is to be made if different -
‘thiap the intervenoy, . ;% ¢, -
2. A shont statement-of thepro~-’
poseid intetvenor's interést.in the:

bscrib na‘ swom to before me this

day of _ , 20

Notary Public

issiont does ot dis+ -

cni téon the basis of disabili-

' ty in‘admission 1 its public’

 mectings. Rersons with a ﬁsabﬂ;

“ity may request & Tegsdaab) ble ac- |

3 oomodatidnsﬂchzsg&ﬁignmn,' L
issi i | guage interpreter, as wellas re- . .

My Comunission expires . g e s vl e

< native format, by contacting Ling

“da Hogan, ADA Coordinator, -

", voice phone number 602/542- -

3931, E-mail lhe an@azce.gov.

| Requests should be made a5 ear.:

- ly as possible to allow time 1o ar-

*-range the accommodation.




AFFIDAVIT OF PUBLICATION

THE ARIZONA REPUBLIC

STATE OF ARIZONA
COUNTY OF MARICOPA  { SS-

Robert Lane, being first duly sworn, upon oath deposes and
says: That he is a legal advertising representative of the
Arizona Business Gazette, a newspaper of general
circulation in the county of Maricopa, State of Arizona,
published at Phoenix, Arizona, by Phoenix Newspapers Inc.,
which also publishes The Arizona Republic, and that the
copy hereto attached is a true copy of the advertisement
published in the said paper on the dates as indicated.

The Arizona Republic

September 20, 2006

s

Sworn to before me this
26™ day of
September A.D. 2006

28 NOTARY PUBLIC-ARIZONA

MARICOPA COUNTY

== OFFICIALSEAL
MARILYN GREENWOOD \

U Notary Public
UNSE/UNSG (0493)00171
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Affidavit of Publication

State of Arizona ;
SS.
County of Navajo, )

I, Francie Payne, being duly sworn, depose and say: I am

General Manager of THE HOLBROOK TRIBUNE-NEWS, a
newspaper of general circulation published at Holbrook,
County of Navajo and State of Arizona; that the

Public Notice of an Application by Legal #1429
UNS Electric, Inc. and UNS Gas, Inc.

For a Financing Order Authorizing

Various Financing Transactions

attached hereto, was published in said newspaper, THE
HOLBROOK TRIBUNE-NEWS, for 1 issue, and said notice
was published in the regular and entire issue of every number
of the pai)er during the period of the time of publication and
was published in the newspaper proper and not in a
supplement, the first

publication being dated August 30, 2006, and the last
publication being dated August 30, 2006.

Publication Dates; 8/30

x~
Franeie Payn¢, &€neral Manager

SUBSCRIBED AND SWORN TO before me this 30th day of

August, 2006.
Dt Boys
NQPARY_BUBLIC

‘ OFFICIAL SEAL
DEBBIE BARGER
i3r=3 Hf Notary Public - State of Arizona
&s--; NAVAJO COUNTY
Wy Com. Expires July 31, 2007

My commission expires July 31, 2007.

UNSE/UNSG (0493)00173
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AFFIDAVIT OF PUBLICATION

Kingman Daily Miner
3015 Stockton Hill Road, Kingman, AZ 86401
web: www.kingmandailyminer.com  e-mail: legals@kingmandailyminer.com
Phone (928) 753-6397, ext. 242 - Fax (928) 753-5661
"Serving Kingman since 1882

STATE OF ARIZONA )
County of Mohave ) ss.

I, Melinda Mauser, being first duly sworn on her oath says:

That she is the Legals Clerk of THE KINGMAN DAILY MINER

An Arizona corporation, which owns and publishes thie Miner,

a Daily Newspaper published in the City of Kingman, County of Mohave,
Arizona; that the notice attached hereto, namely,

Public Notice of an Application
Ad. No. 4640

Has, to the personal knowledge of affiant, been published in the news-
paper aforesaid, according to law, from the 28th day of August, 2006

to the 28th day of August, 2006 inclusive without change, interruption or
omission, amounting in 1 insertions, made on the following dates:
8/28/2006.

LegW%h Day of August, 2006

State of Arizona

County of Mohave
On this 29 day of /Qb(ﬁ{,wf.zoﬁé

Lega! Clerk, whom | know personally to be
the person who signed the above document
and she proved she signed it.

(¢ uenal]

Notar{« Public
My Commission Expires November 30, 2009

OFFICIAL SEAL

epdd REBECCA MUNGER

A A ) NOTARY PUBLIC - State of Arizona
e MOHAVE COUNTY

=~ My Comm. Expires Nev, 30, 2009

UNSE/UNSG (0493)00175
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AFFIDAVIT OF PUBLICATION

STATE OF ARIZONA }
. $$

COUNTY OF SANTA CRUZ

MANUELCOPPOATL,  being of first duly sworn,
deposes and says: that he/she is __PUBLISHER

of the NOGALES INTERNATIONAL, a newspaper
published in the County of Santa Cruz, State of Arizona,
and of general circulation in said County, State and
elsewhere, and that the herete attached legal notice

NOAMIT O
INUITIVI G LT

was printed and published correctly in the regular and
entire issue of said NOGALES INTERNATIONAL for
_1__; issues; that the first publication was made on
the __jdayof __ggpp ,20__Qg,and the
last publication thereof was made onthe _1g__ day of

—sEpP— 2056

NOGALES INTERNATIONAL
By. “Nud ‘4
Subscribed and swom to remethis 19
day of _ SEPT ,20 .
(__otary Public [
« % . JOFFICIAL SEAL
My foglpesty B PSANDRA L. MORALES

i & Notary Public Arizona
¢ i'fi’ SANTA CRUZ COUNTY
\g” My Comm Exp 01/04/2009

]
i

' UNSE/UNSG (0493)00177
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AFFIDAVIT OF PUBLICATION

STATE OF ARIZONA )
County of Yavapai ) ss.

I, Deseree Zurcher, being first duly sworn on her oath says:

That she is the Legal Clerk of PRESCOTT NEWSPAPERS, INC., an
Arizona corporation, which owns and publishes the COURIER, a Daily
Newspaper published in the City of Prescott, County of Yavapai that the
notice attached hereto, namely,

Tuscon Electric Power {
Public Notice of an Application by UNS Electric, Inc. and UNS Gas, Inc. for a

Financing Order Authorizing Various Financing Transactions

has, to the personal knowledge of affidavit, been published in the news
paper aforesaid, according to law, on 30 day of August, 2006 to 30 day of
August, 2006 both inclusive without change, interruption or omission,
amounting in all 1 insertions, made on the following dates:

August 30, 2006

Dated this 30 Day of August, 2006

W/A/\ﬂﬁf }%D

Nolar/ Public

P D R R R R e e e ey
D,

"OFFICIAL SEAL"
MIJOCha’ L Knowﬂo%

My commission expires:

UNSE/UNSG (0493)00179
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A UBLICATION

SRR SRS

L IPhostiy il STATE OF ARIZONA )
5 NS e )ss.

s COUNTY OF YAVAPAL )

I, ROBERT B. LARSON, Publisher of the
SEDONA RED ROCK NEWS,

a newspaper of general circulation, printed
and published in the County of Yavapat,
State of Arizona, do solemnly swear that a
copy of the attached notice, in the matter of

Application For a Financing

Order UNS Electric, Inc and
UNS Gas, Inc

as per clipping attached, was published in the
regular and entire section of said newspaper,
and not in any supplement thereof, on the
following schedule:

August 30, 2006.

ROBERT B. LARSON, Publisher

Subscribed and sworn to before me this
29th _dayof _Auqust , 2006 .

GLORIA COLE

mﬂv PUBLIC-
\VAPAI COUNTY
Comm. Exp.: Apri) 14, 2008

UNSE/UNSG (0493)00181




PUBLISHER'S AFFIDAVIT

STATE OF ARIZONA,
County of Yavapai, s%

Pam Hood first having

been duly sworn, on her oath says:

That she is the Publisher of The Verde lndependeni, a Three Times Weekly
Newspaper published at Cottonwood, Yavapai County, Arizona; that the ad
attached hereto was printed in the newspaper aforesaid on the following date(s)

August 30, 2006

B thond

(Signature)

Notary PUb"C - Afizona

T }E vovapai County %/M \&%W)

S¥ i\ Cormmission Expites”§
7 My o ?;:51 29 2007 I Notary Public

A1 Z007)......

i
|
!
l
|
i
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| magl LANDSCAPING, Inc.

and AQUAGARDENS
Competitively priced paver installation.
- ' 284-9380

www.greenmagicsedona.com
ROC 129938 res. / ROC 179886 com.

* The Commission does hot discriminate on the basis of disability in admission to its

PUBLIC NOTICE OF AN APPLICATION BY

- UNS ELECTRIC, INC. AND UNS-GAS, INC.

FOR A FINANCING ORDER AUTHORIZING
VARIOUS FINANCING TRANSACTIONS

“ On July 28,2006, UNS Electtic,Inc and.UNS Gas, Inc. ("Applicanis”) filed an

Application with the Arizona Corporation Commission (*Commission”) for an order |-
authorizing Applicants o (1) extend the maturity of the $40 milion Revoiving
Credit Facility; (2) increase the amount of the Revolving Credit Facliity from $40 -
million to $60 million; and (3) enter info similar amendments or refinancings fo
extend the Credit Facilifies during the subsequent three-year period, should
favorable opportuniiies arise. Furthermore, UNS Electric, Inc. is requesting authority
to () refinance its $60 million of Senlor Notes due In August 2008 by issuing new
long-termn debt; (2) increase the amount of long-term debt from $60 milllion fo up
10-$100 million; and (3) enter info indentures or security agréements which grant
liens on some or ali of the UNS Hectiic, Inc. properties. The Application is avallable
for Inspection during regular business hours at the offices of the Commissionin
Phoenix, at 1200 West Washington Street, Phoenix, Arizona, and at the offices of th
Applicants, One South Church Avenue, Tucson, Arizona 85701. -

Intervention in the proceeding on this matter shall be permitted to any person
entitied by law fo infervene and having a direct and substantial interest in the
matter. The granting of motions to Intervene shalt be governed by A A.C.R14-3- -
105. Persons deslring to Intervene must file a Motion to Intervene with the
Commission which must be served upon Applicant and s counsel and to all
parties of record, dnd which, at a minimum, shall contain the following
information: ' ) :

1.The name, address and telephone number of the proposed infervenor and of
any person upon whom service of documents Is o be made Iif different than the
intervenor, ’

2. A short statement of the proposed Intervenor’s interest in the proceeding
(e.g..a customer of the Applicants, a shareholder of the Applicants, efc.).

3. A statement certifying that a copy of the Motion to Infervene has been
mailed to Applicant, s counsel and all parties of record,

The granting of intervention, among other things; entities.a party 1o present
sworn evidence at hearing and to cross-examine other witnesses. However, fallure
to infervene will not preciude any person from appearing at the hearing and
making a statement ?n such person’s own behalf.

public meetings. Persons with a disabillty may request a reasonable
accommodation such as a sign language interpreter, as well as request this
document In an altemative format, by contacting Linda Hogan, ADA Coordinator,
volce phone nurmber 602/542-3931, E-mail lhogan@azcc.gov. Requests shoulg be

made as early as possible to olligﬂ fime to arrange the accormmodation.

e

e TR SonDins B UrE IS s A

UNSE/UNSG (0493)00183
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Notice of Proof of Publication

. STATE OF ARIZONA

COUNTY OF MOHAVE, ss

0. 1 lim !)’(1%_7_;/( )

ANGELIQUE 'WAN METER . ) . .

being duly swom, says that during the publication of the notice, as herein mentioned, she
was and now is an Authorized Agent of Today's News-Herald, a_seven-times weekly
newspaper published on Sunday, Monday, Tuesday, Wednesday, Thursday, Friday and
Saturday of each and every week at the City of Lake Havasu City, in Mohave County,
State of Arizona. That said newspaper was printed and published as aforesaid on the
following dates, to-wit: ’

PUBLIC NOTICE OF AN APPLICATION BY UNS ELECTRIC
& UNS GAS INC FOR A FINANCING ORDER
AUTHORIZING VARIOUS FINANCING TRANSACTIONS

Published date(s);

August 28, 2006

of which the annexed copy is a printed and true copy, was ;t)rinted and inserted in each and
every copy of said newspaper, printed and published on the dates aforesaid, and in the
body of said newspaper and not in a supplement there. Subscribed and sworn to before
me this 29th day of August, 2006.

Y/

ofary Public

el
My Commissiorg e

UNSE/UNSG (0493)00184




UNSE/UNSG (0493)00185




State of Arizona

County of Apache

S g

SS.

Affidavit of Publication

White Mountain Independent

I, Diane R. Janot being first duly sworn, depose and
say: | am the agent of the White Mountain
Publishing Company, publisher of the White
Mountain Independent, a semi-weekly newspaper of
general circulation published at St. Johns, County of
Apache, Arizona and that the copy hereto attached
is a true copy of the advertisement as published in
the White Mountain Independent on the following
dates:

August 29, 2006

~ £
v N

Swom to me this day of

UNSE/UNSG (0493)00186




.:ozmvoEEOoS oy 93unu1z 01 Swn Mo[R 0 ajqussod su £res se uguﬂ.."..
* |- - apuu1 5 pjnoys sisanbay *aof ooze@ueSoy] Ieui IE6E-THEI09 |: oo m.mss...k 5
L uBE_:. suoyd 93104 ‘3018UIPI00D YAY E&om EPUIT Supoeios £q. _mmomn U
[ *3euu0) sAneuIi[e U Uy EuMEoou sup 159nba se:qjom se ‘Iopdioyuy ° . <s_=m pec _.ﬁcn_
m o8en3ue) ulys & se yons uonepountuosoe siqeiosear’e isenlay - .E!ws

. Aew fuidesip ¢ i suostag *s3upestu orgnd 811 0} uOISSTWPE - T u.u_....z.ss..! B
o b:_nmw_v .«o msnn oy wo QuEECom_u 6: $20p =o_mm_EEoU YL e s:.s.....uﬂ l,x

) - © o eeq umo s,uosiad ° uﬁuﬁ awn&woﬂ_ “xozddp. ug@
. j {ons uo: Equ.Sm ] mEx«E pue w_Eavn i 1o Sutreadde woy | . .Sﬂ.au.a! LI oo oy

. - uos1ad'Aue ovzoc.a Jolr (114 SusAldUt 0) 8::& .._o>oBom 3805—3
D 1111 o__asxo-%o.s 0} pire Suwresy je sollapias wioms wassd -
3 b.aa 2 sopinua* mw.._:: FEIT) mco:.a. uonudOAIIIL .«o w:a:ﬁm oyl .
. oy ‘plooar ¢

i ) woz.aa I1e pue 1351000 §31; an__&< 8 papeul, Soc ey .
u:oEBE 0} :osoE o jo Eoo B 1ey3 mﬁ@u.au EoEBsu < ‘€,

i S R - A,eo sjuesiddy a1 Jo .aﬁonoaﬁw v
v scuoa&< a4} Jo Jowosno € ++$ 3) Surpadooid &.: u,
3225. S, JOUIAIS) U vomoao.a o Jo EoEo.sm to_._u 3’4

-, Mousatojut oy tret) JustSIp Ji oﬁEBS 81
. sownoop Jo 8?._8 woym uodn uosrad Au j0 pup Jousasaiy
b pasodoud stp Jo ..BE:: o:oﬁ_zs EE wwo.evu wEu: U0 A

, b . . ,.. .:o:anco.«s
: mEBo:& 21 utejuOd [oYs’ WARIUNY 8 12 *YOIYM pUe ‘ p10331
‘ S Jo sonued |20 puv [95UNOD 3_ pue yiroriddy uodn poalss og asnuw
© yoigam HO|SSILIIOD) o) YHM o:otaﬁ 0} UOROIA! ¥ 911)-1SRI SUIAIUE
.| o1Suwsep suosiad ‘GOI-E-pIN Y vy 5 3Eo>om °q [reys u:oEoE_
o3 suoytots Jo Junues3 o1y], “Toweus suj uf 1810)UY [RNLRISGAS
N B puk 10311p & Suiaey pue susaslul 0y me| £q papnue uosred b.a
.oy pamuwad-aq [[eys, Japew sqy) uo Suppasodid st uj uonueAIul
O _onnw BuozZLIY ¢ 40SoNY, *anUsAY yoIny) yinog ot £=3~_&<
. b Jo se0ij)0 S} e pue guOZLIY * X1USOYA ‘feens uojBulysEM 1598 -
. "+ Q0ZI 38*XIUSO0YJ-Ul HOISSIMWOD) ) Jo 5991130 3U) 38 sImoy ssaulsng.
) .a_awo._ Supmp =osoo%E 10§ o}Ge|teAe:st :ozao__%z a1, “sonsadoxd.
. " <oup *ailios(s SN A1 JO |1¥ 10 SLIOS uQ Suay] esd siuowdade
: £11n008 30 samUSpUL U1 I31UD (€) pue tuoifrm gor$ 03 dnt
01 uot] 1ttt (094 WO} 1Gop UL2)-BUO] JO JUNOUWTE S SSBAIUL (Z) 4190P
uwer-Buo| mau Buinsst 4 8002 1snSny Ut onp §2)0N J01USS Jo uoyfrus
09 s3 soueuryas (1) oy Quotne 3unsonbas st oyt otnosfy SNN
o} ‘elouttayun,f asue ‘sapjunuoddo 91qeioe] pinoys tpopad regk-oaryl-
1uanbasqns oty SuLinp saN{19e,] UPAID Y pusyxa o} s3uroueulas

m.oZS.B muEmh.S 108y
LSIYILNG 1Y

: i . 10 sjuswpitatite Jejfwis Ojuy 1S (£) Pue SUOH)E (9§ 0 HO[NU - : o
; ) op$ wouy b.:oam }1pa1) Sugajoasy 9t Jo Junowe aty aseaoul @ 0#5331A305 353 J0 Lur poou nod g qpes v
AN[1984 UPRIY Butajoasy uolnL Op§ A JO LiLmyeut 3y pusixa (1) ) C Lo
_ ) ) Ezno__&( Jupzpoyne 19pio ue 10§ A..momwmmEEoU..v uossiuuwoD ) ) (poIppoajg) suonepiinog
4 uojesodion) vuoziry ot Yitm uonesyiddy ue payy (,sweotiddy,,) : ey (o opwer
"oU *$BD SN PUB OUT *OMI99IA SN 19002 ‘8 AINf HO " o poleOpdumg T

{sq:no Suipnpu) ysomaey Iy
'

- L - mZOHBU<mZ<~HH Esif_a_nﬁﬁﬁﬁh
A | UZHUZA\,ZHH SAOTAVA | | soosizor1oon e
| wZHNEOmHQ< JI@IO | mmmaﬁb.m z?uZ.
C QZHOZANZHMAQMO& i g o8 s o8
| UZH SVO SNN'ANY: | oy sowsen Ws 4 woty o otuoac

suieu osqe) v 9ofj0d 2483 Lpadaln

| | ONI'OTYLOUTH SNO | it il utust

‘doyaulg 3¢ ° ‘saresoy ospumfary

>M—” ZOHB<QH\H&&< ‘1agudsses JOIOA00SID pUE oL

~BJO1A. D o i O 0 Q%
: , ATET X AEAATT ORT ATFTONN X | o e s 30 %

!




State of Arizona

County of Navajo

)
)
)

Ss

Affidavit of Publication
White Mountain independent

I, Diane R. Janot being first duly sworn, depose
and say: | am the agent of the White Mountain
Publishing Company, publisher of the White
Mountain Independent, a semi-weekly newspaper
of general circulation published at Show Low,
County of Navajo, Arizona and that the copy
hereto attached is a true copy of the
advertisement as published in the White
Mountain Independent on the following dates:

Augut 29, 2006

Sworn to me this day of

“Notary Public

‘ % September, 26) 2006, A.D

ELUZABETH WHITTIER
Notary Public - Arizona
S Navajo County

My Comm. Expures Sep 23, 2008

UNSE/UNSG (0493)00188
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: possession. .

. —Police stopped Carlos R. Chavez,
* 726, of Show Low for a traffic viola-
- tion and discovered his passenger,
: A]ejandro Rosales, 25, of Pinetop,
. had warrants- for his arrést. Rosales

"allegedly gave police a false hame ’
Yecause he knew he had warrants for |

his arrest. Police found out h:s real

)UNTAIN BUILDERS 3

ptnmercml -;,ROC Llc#218003

{ Working: - Con.uun

modwodung "Dig and pou.r footings’| (d:ar fows) ) !

, All flatwork (including cuxbs)
ados © Snmpeleulmed
Veeramic tilé) Aggregate -
Foundations (blocklrodc)

ne a call if you need any of these services™*

YMBOL' LASY PRICE  CHANGE

1s DOWN 20.47 close at 11,284.05.
P 3.18 to close at 2,140.29. . .
nge was approx. 1,667,560 shares.

nteed. Prices may

= redadic, s, ']
? . s resols, 60 ot

jael € Me

PRESIDENT

site Mountain Road - Suite A
Low, Arizona 85901
18-537-8700

PUBLIC NOTICE OF AN
' APPLICATION BY

UNS ELECTRIC, INC.

-AND UNS GAS, INC.

FOR A FINANCING

ORDER AUTHORIZING -
VARIOUS FINANCING
TRANSACTIONS

On July 28, 2006, UNS Electric, Inc and UNS Gas, Inc.’
(“Applicants™) filed an Apphcauon ‘with the Arizona Corporation
‘Comunission (“Commission”) for an order authorizing Applicants to

) extend the maturity of the $40 million Revolving Credit Facility; )

(2) increase the amount of the Revo]vmg Credit Facility from $40

- million to $60 million; and (3) entér into similar amendments or
" refinancings to extend the Credit Facilities during the subsequent

. ‘three-year period, should favorable opportunities arise. Furthermore, |
| UNS Electric, Inc. is requesting authority to (1) refinance its $60 '

million of Senior Notes due in August 2008 by issuing new long-term
debt; (2) increase the amount of long-term debt from $60 million to
up to $100 million; and (3) enter into indentures or security - .
agreemcms which grant Liess on some or all of the UNS Electric, Inc

_propertiés. The Application is available for i inspection during regular ’

business hours-at the offices of the Commission in Phoenix, at 1200

. West ‘Washington Street, Phoenix, Arizona, and at the offices of the

Apphcants One South Church Avenue, Tucson, Arizona 85701,
Intervention in the proceeding on this matter shall be permitted to

any person entitled by law to intervene and having a direct and

substantial interest in the matter. The granting of motions to

¢ interyene shall be governed by A:A'C R14-3-105. Persons desiring to

intervene must file a Motion (6 Intervene with the Commission which.
must be served upon Applicant and its counsel and to all parties of
record, and which, at a minimum, shall contain the followmg

- information:
i ’ L The pame, address and telephone number of the proposed

intervenor and of any person upon whom service of documents |

_is to be made 1f dlfferent than thc intervenor.

20 A shon statement of the pmposed intervenor’s mteres:
in the, proceeding (e g., a customer ‘of the Apphcants
-a sharebolder of the Apphcams etc )

h)

3. A statement cerntifying that a copy .of the Motion to Intervene
.has been mailed to Applicant, its counscl and all parties of
. ‘record. . .
The grammg of intervention, among other thmgs,enmles a party to
present sworn evidence at hearing and to cross-examine other
witnesses. However, failure fo intervene will not preclude any person
from appearing at the héaring and making a statement on such

person’s own behalf. ]

The Commission does pot discriminate on the basis of disability in

- admlssxon 16 its public meetings, Peisons with 2 a disability may

reques( areasonable accommodation such-as a sngn language
interpreter, as well as request this document in an alternative format,
by contacting Linda Hogan, ADA Coordinator, voige phone number
602/542-3931, E-mail Jhogan@azcc gov. Requcsts should be made
as early as possible 1o allow time 10 arrangé the accommodation.

UNSE/UNSG (0493)00189
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Affidavit of Publication i

I, Doug Wells of the WINSLOW MAIL, a i
newspaper of general circulation published at !
Winslow, Navajo County, Arizona, do solemmly -
swearthata copy of this notice, as per clipping
attached, was published in the regular and entire Wmmao :
of said paper and not in any supplement thefbof for
one issue dated Wednesday, W\wcaaao—. .

UNSE/UNSG (0493)00191

{ Poug Wells, Publisher
: SUBSCRIBED AND SWORN TO BEFORE ME

; Rita C, Alexander, Notary Public
My commission expires August 7, 2010

i
i
3

OFFICIAL SEAL
RITA C. ALEXANDER
NOTARY PUBLIC - State of Arizona
-GOCONINO COUNTY
My Comm, Expires Aug. 7, 2010 '

[
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