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DOCKR ED BY im 
IN THE MATTER OF THE APPLICATION OF DOCKET NO. E-04 100A-06-005 8 
SOUTHWEST TRANSMISSION COOPERATI 
INC. FOR AUTHORITY TO BORROW UP TO 
$49.575 MILLION FROM THE RUSEFB TO DECISION NO, 692s9 
F THE CONSTRUCTION OF FACILITIES. 

ORDER 

Open Meeting 
January 16 and 17,2007 
Phoenix, Ariz 

BY THE COMMISSION: 

* * * * * * * * * 

Having considere ecord herein and being fully advised in the premises, the 

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that: 

FINDINGS OF FACT 

and as amended on May 8, 2006,’ Southwest Transmission 

t corporation, (“S WTC” or “Cooperative”) filed an application 

w $49.575 million from the United States of 

cing Bank (“RUSEFB”) to finance plant 

r 2005-2008 (“CW”). In addition, the 

e specific facilities to be financed in the 

on as long as the total amount financed 

1. On February 1, 200 

perative, Inc., an Arizona nonp 

with the Commission requesting authorization to 

America, Rural Utilities S 

Zonstruction according to 

remains below the reque 

2. SWTC is ve located in Benson, 

wovides network and point-to-point transmission service to wholesale entities under various 

SWTC’s amended application reduced its requ d debt authorization from $58.015 million to $49.575 million and 
withdrew its request for interim financing from the National Rural Utilities Coope oration (‘‘CFC”). 
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DOCKET NO. E-04100A-06-0058 

ork transmission service to 

behalf of Anz ectric Cooperative, 

Duncan Valley Electric Cooperative, Graham ctric Cooperative, Sulphur Springs Valley 

Electric Cooperative, and Trico ve. SWTC also provides firm network 

transmission service to Mohave elps Dodge Corporation and the City of 

Safford. SWTC also provides firm point-to-point service to AEPCO, Mohave Electric Cooperative, 

the City of Thatcher and the Salt River Agricultural Improvement Project and Power District. SWTC 

was formed in August 2001 as part of the reorganization of AEPCO. 

3. SWTC published notice of the Application in the February 22, 2006 edition of The 

Kingman Daily Miner and the February 23, 2006 edition of The Arizona Daily Star/Tucson Citizen, 

all newspapers of general circulation in its service territory. 

4. On October 5, 2006, the Commission’s Utilities Division Staff (“Staff’) filed a Staff 

Report recommending partial approval of SWTC’s Application. Staff recommended that based on 

projected financial ratios, only $14.1 million of the requested borrowing authorization be approved. 

Staff further recommended that the Commission deny the request for authorization to change the 

specific facilities to be financed in the CWP without the necessity of filing an amended application. 

On October 17, 2006, SWTC filed a Response to the Staff Report. 5. SWTC disputed 

Staffs assumpt and methodology of calc the Times Interest Earned Ratio (“TIER’) and 

Debt Service C age (,‘DSC”)3 ratios, an 

t Staffs assumption t 

‘ The TIER represents the number of times earn 
than 1 .O means that operating in 
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lation of the TIER, while th 

hermore, SWTC arg 

income to be included to 

alysis did not take into 

at about $19.7 million of the total CWP finance request is supported by Direct Assignment 

Facility (“DAF”) revenues from members where the transmission projects are used to deliver power 

to only one distributio 

projects total $2,298, 

ermine TIEFUDSC levels. 

addition, SWTC asserts that Staffs analysis did not account 

reduce expenses by $923,520, and did not take into account 

the RUS methodology results i 

g request of $49.575 million. 

taff filed a Response to the SWTC Response to the Staff 
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December 13, 2 

TC objects to the re 

SWTC filed a 

ended condition 

ity to at least 30 percent of total capital by the year 2015. The Cooperative argues 

hat based on the Equity Analysis it filed on June 15, 2006, Staffs condition would require an almost 

30 percent rate increase in the next years. Such increase, SWTC asserts, is unnecessary to 

;ervice current debt, finance capital ects and maintain its financial integrity. SWTC also 

:ontinues to object to Staffs recommended denial of authority to change specific projects without 

tiling another application. 

9. 

10. 

SWTC’s current rates were approved in Decision No. 68072 (August 17,2005). 

The Cooperative has requested a final maturity date for the RUS/FFB loan of 

on the loan will depend on the interest rate in effect at December 31, 2035. Interest rates for dra 

the time of the draw. The interest rate for a 30-year RUWFFB loan at the time of the Staff Report 

was 5.19 percent. The applicable interest rate will be fixed at the time of each advance, and SWTC 

would be able to draw down on the loan as needed to proceed with the Cooperative’s CWP. 

11. SWTC’s CWP includes capital projects consisting of upgrades and new additions to 

the existing transmission system to meet the projected transmission needs of SWTC’s Class A 

members. A summary of the CWP, by year follows: 
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and file a summary report as was recommended in th r 5, 2006 Staff 

ieport4; 

(d) The Commission should authorize SWTC to issue long-term debt to RUYFFB in 

in amount not to exceed $49.575 million to finance its CWP subject t the condition that the 

:ommission require it to adopt an equity accumulation plan to build equity to at least 30 percent of 

otal capital by the year 2015; 

(e) Deny the Cooperative’s request for authorization to change the specific facilities to 

)e financed in the CWP without the necessity of filing an amended application; 

( f )  SWTC be authorized to engage in any transaction and to execute any documents 

necessary to effectuate the authorizations granted; and 

(g) Copies of the executed loan documents be filed with Docket Control within 30 

days of execution. 

18. SWTC opposes Staffs recommendation that it be required to adopt an equity 

accumulation plan to build equity to at least 30 percent of total capital by 2015. SWTC argues that 

the Commission has rejected this recommendation three times in the past 16 months5, and should do 

cash flow so it is sufficient to finance its total CWP, adhere to its equity plan, service its debt and meet all debt covenants; 
and (2) docket a writte ary of this analysis, along with conclusions and recommendations, as a compliance item in 
this matter within 60 d decision in this case. Staff recommended that the report should specify the actions SWTC 
would take, including but not limited to filing a rate application, to remedy any shortcomings identified in the analysis. 

e last rate case (Decision No. 68072) and two s 
matters (Decision Nos. 68179 and 68490). 

Staff recommended a 30 percent equity goal i 
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18490 (February 23, 2006), we believ 

port in the record that 30 percent equi 

a1 was hotly debated in the rate case that resulted in Decision 

that time that the rates it was approving wer 

ndings of Fact No. 39 and Decision No. 68179, 

considerable time 

with amending the t believes would act a 
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d in service reliability. 

Secondly, SWTC states that all changes would need to be fully documented and approved by RUS as 

well as follow all RUS equipment specifications, bidding and competitive procurement procedures. 

SWTC states that it is willing to file and provide Staff information concerning any changes to the 

CWP so that Staff can monitor any changes and request further details. 

22. The Staff Report did not elaborate on Staffs recommended denial of SWTC’s request 

that the finance authorization be extended to include capital projects different than those listed in the 

CWP. We believe that in general, it is not good public policy to approve financing for unknown 

projects. The statutes that grant the Commission its authority over financing approval require the 

Commission to find that the financing requests are reasonably necessary or appropriate for the 

purposes specified in the order. A.R.S. 5 40-302. We cannot make a finding of reasonableness or 

appropriateness without knowing the purposes of the financing request. In this case, however, we 

believe that with SWTC’s willingness to submit the proposed changes to Staff in advance, and with 

the added safeguards provided by RUS oversight, SWTC makes a good case to allow some flexibility 

for this finance authority to extend to minor modifications of its CWP that generally confonn to the 



onform to the types of projects 

this financing request is expressly conditioned on the individual facts and circumst 

including, but not limited to the cooperative status of the applicant and extensive 

and oversight associ with financing the CWP, and neither SWTC nor other applicants should rely 

with the Commission. 

CONCLUSIONS OF LAW 

zona Constitution and A.R.S. 

The Commission 
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ORDERED that 

dings of Fact No. 20. 

IT IS FURTHER ORD review and inv 

tive, Inc.’s annual equity es and make approp 

sion for further action. 

IT IS FURTHER 0 ission may require Southwest Transmission 

Cooperative, Inc. to file a rate case sooner than August 2010, if Southwest Transmission Cooperative, 

Inc.’s equity position does not improve. 

IT IS FURTHER ORDERED that Southwest Transmission Cooperative, Inc. may, without 

additional Commission approval, use the loan proceeds authorized herein for modifications to its 

CWP that, in aggregate over the term of the CWP, cost no more than $500,000 and that substantially 

conform to the purposes of the current CWP. Before implementing any such modification, 

Southwest Transmission Cooperative, Inc. shall file in this docket a description of the project and its 

cost. 

IT IS FURTHER ORDERED that Southwest Transmission Cooperative, Inc. may file in this 

Docket, any proposed modifications to its CWP which substantially conform to the purposes of the 
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