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GARY PIERCE
IN THE MATTER OF THE APPLICATION OF Docket No. E-01773A-08-

ARIZONA ELECTRIC POWER COOPERATIVE,
INC. FOR AUTHORIZATION TO INCUR DEBT
AND SECURE LIENS IN ITS PROPERTY TO APPLICATION
FINANCE ITS CONSTRUCTION WORK PLAN

Pursuant to A.R.S. § 40-301, ef seq., the Arizona Electric Power Cooperative, Inc.
(“AEPCO” or the “Cooperative”) in support of its Application states as follows:

1. AEPCO is an Arizona non-profit electric generation cooperative which supplies
all or most of the power and energy requirements of its five Arizona Class A member
distribution cooperatives.

2. AEPCO has developed its Construction Work Plan for 2009-2011 (the “CWP”).
The CWP identifies necessary improvements, upgrades and replacements to its generation plant
which are currently anticipated to be required over the next three years. Attached hereto as
Exhibit A is a schedule providing additional detail on the facilities currently in the CWP, which
is also referred to as the R-8 Financing. As Exhibit A indicates, the estimated total cost of the
CWP is $36.032 million.

3. By this Application, AEPCO seeks Commission approval to obtain both interim
and long-term financing for the CWP. Because permanent federal financing may not be

available in the near future, AEPCO asks that the Commission authorize it (a) to secure interim
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CWP financing, including a sum for purchase of necessary capital term certificates, in an amount
not to exceed $42.287 million from the National Rural Utilities Cooperative Finance Corporation
(“CFC”) and (b) to secure a permanent loan in an amount not to exceed $36.032 million from the
Rural Utilities Service (“RUS”)/Federal Financing Bank long-term loan program, when
available, to replace the CFC interim financing.

4. The Cooperative’s Board of Directors is comprised of representatives of its
members. Attached hereto as Exhibit B is a Board resolution approving the interim and
permanent financing for the CWP. The primary reason the Board resolution states an amount to
be financed in excess of the amount requested in this Application is that the RUS subsequently
has requested that two large pollution controls projects expected to cost $46 million be moved to
a separate and later financing. Exhibit A’s column labeled “Total Other Financing” identifies the
three projects which RUS has requested be moved to a separate financing.

S. The Cooperative also requests that the Commission again authorize AEPCO to
change the specific facilities to be financed in the CWP without the necessity of filing an
Amended Application so long as the total amount financed does not exceed $36.032 million for
permanent financing or $42.287 million for interim financing.

6. In Decision No. 69238, which authorized financing for AEPCO’s 2005-2008
CWP, the Commission approved such a process. It allows AEPCO to modify facilities within
the CWP by filing proposed changes with Docket Control. Unless Staff objects to the filing
within 30 days, the revisions are deemed approved without the need to file an amended
application. (Decision No. 69238, Finding 26 and Ordering Paragraphs 5 and 6 on page 8.)
While AEPCO has not yet used that procedure, Southwest Transmission Cooperative has used it

twice in relation to its current CWP. The procedure is working well. It has saved the
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Cooperative, the Utilities Division Staff, the Hearing Division and the Commission the time and

resources associated with a formal amendment process, but still affords the Commission a review
opportunity. AEPCO asks that the same procedure be approved for this financing.

WHEREFORE, having fully stated its Application, AEPCO requests that the
Commission enter its Order:

A. Authorizing AEPCO to secure interim financing in an amount not to exceed
$42.287 million from the CFC to finance its 2009-2011 Construction Work Plan;

B. Authorizing AEPCO to secure a permanent long-term loan from the Rural
Utilities Service/Federal Financing Bank guaranteed loan program, when available, to finance its
2009-2011 Construction Work Plan in an amount not to exceed $36.032 million to replace the
interim financing;

C. Authorizing AEPCO to file in this docket any proposed modifications to the
2009-2011 Construction Work Plan which substantially conform to the purposes of the
2005-2008 Construction Work Plan, but do not exceed the authorized amount of $36.032 million
for permanent financing and $42.287 million for interim financing, and unless Staff files an
objection to the proposed modifications within 30 days of AEPCO filing the proposed changes,
the proposed modifications shall be deemed approved;

D. Authorizing AEPCO to grant liens in its property as required in order to secure
the borrowings authorized; and

E. Authorizing AEPCO to engage in any transactions and to execute any documents

necessary to effectuate the authorizations granted.
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RESPECTFULLY SUBMITTED this 4™ day of December, 2008.

Original and 13 copies filed this
4™ day of December, 2008, with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Copy of the foregoing delivered

this 4" day of December, 2008, to:

Pedro M. Chaves

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizqna 85007

]
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10421-56/1952596

GALLAGHER & KENNEDY, P.A.

o U bebel . s

ichael M. Grant
2575 East Camelback Road
Phoenix, Arizona 85016-9225
Attorneys for Arizona Electric Power
Cooperative, Inc.
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EXHIBIT B




ARIZONA ELECTRIC POWER COOPERATIVE, INC.

The following resolution was adopted at a regular meeting of the Board of Dircct.ors of Arizona

Electric Power Cooperative, Inc. (AEPCO), held in Benson, Arizona on September 10, 2008.

RESOLUTION

WHEREAS, the Management of Arizona Electric Power Cooperative, Inc. (AEPCO)
has recommended and the Board of Directors has previously approved AEPCO’s
2009-2011 Construction Work Plan, Amendment 1 (CWP); and

WHEREAS, the Board of Directors has previously approved the funding of the 2009-
2011 CWP through the acquisition of interim financing with the National Rural
Utilities Cooperative Finance Corporation (CFC) until permanent financing can be
obtained through the Rural Utilities Service (RUS), Federal Financing Bank (FFB)
loan program: and

WHEREAS, the Management of AEPCO recommends and the Board of Directors
authorizes the funding of the 2009-2011 CWP, Amendment 1 through the acquisition
of interim financing with the CFC until permanent financing can be obtained through
the RUS, FFB loan program, and

WHEREAS, it has been determined that the aggregate loan amount for Budget
Purpose #3 eligible projects totals $83,592,600; and

WHEREAS, as required by Arizona statutes, AEPCO is required to obtain lhe
necessary approvals from the Arizona Corporation Commission (ACC) prior to
issuing or otherwise acquiring new long term debt;

NOW, THEREFORE BE IT RESOLVED, that the Board of Directors hereby
authorizes Management to file a financing application with the Rural Utilities Service
for a guaranteed Federal Financing Bank loan in the amount of $83,592,600 for
Purpose #3 (Generation) projects to be used to finance the capital facilities as
specified in the 2009-2011 Construction Work Plan, as amended; and

BE IT FURTHER RESOLVED, that the RUS guaranteed FFB loan shall bear a
maturity date not to exceed December 31, 2035; and

BE IT FURTHER RESOLVED, that the Board of Directors hereby authorizes
Management to file a financing application with National Rural Utilities Cooperative
Finance Corporation requesting interim financing, including, if necessary a lien
accommodation from RUS until permanent financing is obtained through the RUS;
and

BE IT FURTHER RESOLVED, that the Board of Directors hereby authorizes
Management to seek and otherwise obtain the necessary approvals from the Arizona

Corporation Commission to acquire additional long term debt in the aggregate
amount of $83,592,600 to fund the Cooperative's 2009-2011 CWP, as amended. and

MAAEPCOReso' 2008\ AmendR8Loan0908.wpd August 27,2008




BE IT FURTHER RESOLVED, that the Board of Directors hereby authorizes its
officers and the Executive Vice President and Chief Executive Officer of Arizona
Electric Power Cooperative, Inc. to execute and attest to all necessary papers,
documents, and applications related to the loan application; und

BE IT FURTHER RESOLVED, that the President of the Board of Directors, any
Corporate Officer and/or Executive Vice President and CEQ are hereby authorized on
behalf of AEPCO to: (1) execute and deliver from time to time advance requess,
maturily extension election notices, prepayment election notices and refinancing
notices, in the form of such instruments attached to the note payable to FFB; and (2)
to specify information and select the most appropriate and economical repayment
option as provided in such instruments; and

BE IT FURTHER RESOLVED, that the Board of Directors authorizes the RUS to
release the appropriate information and data relating to the application to the FFB
and any supplemental lenders as may be necessary in connection with the execution
of the loan application or the issuance of debt through the advance requests, maturity
extensions, prepayment and/or refinancing notices; and

BE IT FURTHER RESOLVED, that each of the following individuals whose
signatures appear below, be and hereby, are authorized to enter into and execute, in
the name and on the behalf of AEPCO, any such agreements and/or amendments (o
existing agreements necessary or appropriate to give effect to the purposes and intent
of the foregoing resolutions:

QFFICER NAME SIGNATURE

President Reuben B. McBri

Executive Vice President & CEQO Donald W. Kimball

Senior Vice President & COO Gary G. Grim

Ol
: r ?
Chief Financial Officer Dirk C. Minson AL/“/ < e

I, Thomas N. Powers, do hereby certify that I am Secretary of AEPCO, and that the foregoing is a true

and correct copy of the Resolution adopted by the Board of Directors at a regular meeting held on

September 10, 2008.
%ﬂﬂ /
/7 , Orerd”

(seal) Secretary
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