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APPLICATION

8

IN THE MATTER oF THE APPLICATION OF
GARKANE ENERGY COOPERATIVE, INC. TO
EXPAND ITS CERTIFICATE OF CONVENIENCE
AND NECESSITY TO INCLUDE COLORADO
CITY, ARIZONA

9

10 Garkane Energy Cooperative, Inc. ("Garkane" or the "Cooperative"), pursuant to A.R.S.

§ 40-281 and in support of its Application to Expand its Certificate of Convenience and

12 Necessity ("CC&N"), states as follows:
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w 13 Garkane is a Utah non-profit cooperative association which supplies electricity to

14 its members-most of which are located in the State of Utah. Garkane serves approximately

15 I 1,600 total customers. About 700 of those customers are in Arizona and are situated primarily

16 north of the Grand Canyon in the vicinity of Fredonia and Colorado City, Arizona.

17 Prior to May of 1994, Garkane provided electric service to the residents of

18 Colorado City as well as to the neighboring town of Hildale, Utah (the "Twin Cities"). In 1993,

19 however, municipal utilities were formed by the Twin Cities. Bonds were also authorized to

20 finance the acquisition of the Cooperative's utility assets as well as to construct additional

21 facilities. At their request, Garkane entered into agreements with Hildale and Colorado City to

22 sell its distribution facilities to the Twin Cities.
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l In Decision No. 58571 dated March 16, 1994, the Commission approved the

2 transfer of the Garkane assets to Colorado City as well as the cancellation of the relevant portion

3 of the Cooperative's CC&N relating to service to Colorado City. The transaction closed in April

4 of 1994. Garkane ceased service to Colorado City at that time.

5 Approximately two years ago, Garkane was approached by the Trustee for the

6 Twin Cities bondholders concerning whether the Cooperative would be interested in purchasing

7 the Twin Cities' systems and resuming electricity service to the area. Colorado City and Hildale

8 began to default on their bond payments in 2000 and on their interest payments in 2005. The

9 Trustee was considering either a receiver to run the system or a purchaser. After negotiations

10 between the parties, Garkane has entered into a Memorandum of Understanding ("MOU") to

11 purchase the Twin Cities' utility assets, including the assets which serve Colorado City. A copy

12 of the MOU is attached as Exhibit A. Closing of the transaction is contingent, among other

13 things, upon receipt of the Commission's approval to expand Garkane's CC&N to once again

14 provide electric service to the approximately 700 customers in Colorado City. Paragraph 4 of the

15 MOU requires closing of the transaction no later than June 30, 2009.

16 Attached hereto as Exhibit B is the legal description of the territory which

17 Garkane requests the Commission approve as the addition to its CC&N. Exhibit B describes

18 basically the same area comprising Colorado City which the Commission authorized be deleted

19 from the Cooperative's CC&N in 1994.

20 At the general election on November 4, 2008, Colorado City voters

21 overwhelmingly approved the issuance of a franchise to Garkane to allow its operations within

22 the city limits. The voters approved the franchise on a vote of 578-33.
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1 The Cooperative has made wholesale power arrangements with its power

2 supplier, Deseret Power Electric Cooperative and transmission arrangements with Rocky

3 Mountain Power for the purchase as well as the transmission of the energy necessary to supply

4 Colorado City. However, the power sale is contingent upon Garkane taking service by no later

5 than June 30, 2009 and the transmission arrangements are time sensitive as well. For these

6 reasons, the Cooperative requests that the Commission approve the expansion of its CC&N as

7 soon as possible and, in any event, no later than the Commission's April 28-29 Open Meeting to

8 allow adequate time to close the transaction and avoid default on these and the MOU conditions.

9 Garkane will use its current Commission-approved tariffs and regulations to

10 provide service to the residents of Colorado City. Garkane estimates that the rates it will charge

1 1 in Colorado City will be approximately five percent (5%) lower than current rates. The

12 wholesale power supply and transmission arrangements are specifically for the Twin Cities and

13 are approximately $900,000 higher per year than the wholesale power costs for the balance of the

14 Cooperative's customers in Arizona and Utah. Garkane will use the tariffs' wholesale power

15 cost adjustment provision authorized by the Commission to adjust the Colorado City tariff rates

16 to account for this cost differential.

17 The expansion of Garkalle's CC&N to reauthorize service to Colorado City is in

18 the public interest for several reasons. First, it will bring stability to the ownership and operation

19 of the electric system which has been in default to its bondholders and subject to sale or

20 receivership for several years. Second, Colorado City residents will see an immediate decrease

21 in their rates and bills. Third, Garkane's operation of the system will also provide rate stability

22 for Colorado City customers. Since 1993, the average retail power cost has doubled from

23 $0.06/kWh to $0.12/kWh because of the municipal system's much higher power costs and debt

24
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1 load. Finally, there will be some operational efficiencies associated with the acquisition of the

2 Twin Cities operation which will redound to the benefit of all of Garkane's members.

3 WHEREFORE, having fully stated its Application, Garkane requests that the

4 Commission enter its Order granting this Application and including nth in its Certificate of

5 Convenience and Necessity the area described in Exhibit B. The Cooperative asks that the

6 approval be granted as soon as possible and no later than the Commission's April 28-29 Open

7 Meeting.

8 RESPECTFULLY SUBMITTED this 12th day of December, 2008 .

9 GALLAGHER & KENNEDY, P.A.

10 m/4\
12

13

B y
Michael M. Grant
2575 East Camelback Road
Phoenix, Arizona 85016-9225
Attorneys for Garkane Energy Cooperative, Inc.

14 Original and 13 copies filed this
12"' day of December, 2008, with:

15

16

17

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

18 Copy of the foregoing delivered
this 12"' day of December, 2008, to:

19

20

21

Steve Olga
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phqeiix, Arizona- 85007
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MEMORANDUM of UNDERSTANDING
Between

Twin Cities Power Authority ("TCP"); the City of Hildale, UT, a
Utah Municipal Corporation ("Hildale"); Colorado City, AZ, an
Arizona Municipal Corporation ("Colorado City"); Wells Fargo

Bank, and Bondholders N.A., as Trustee for the holders of certain
Revenue Bonds issued in 1995 and 1997 ("Wells Fargo"),

and
Garkane Energy Cooperative, Inc. ("Garkane")_

This Memorandum of Understanding is intended to set forth the terms and conditions of
the proposed sale of the electrical transmission, substation, and distribution system
assets currently belonging to TCP, Hildale, Colorado City and/or Wells Fargo
(collectively, "Sellers") to Garkane.

It is intended that the entire existing electrical transmission, substation, and distribution
system(s) of Sellers together with certain materials and supplies pertaining to such
system(s) on hand be sold, as an operating unit, to Garkane together with the right and
duty to provide electrical service to the residents and businesses of Hildale, Utah and
Colorado City, Arizona.

In contemplation of that sale upon meeting the statutory requirements for the sale or
disposition of Municipal Utility Assets it is agreed that:

1. Garkane will purchase the electric transmission, substation, and distribution
system assets (the "System") of Sellers on the closing date, consisting of the
following items:

All transmission line facilities (including all easements) from the
interconnect point at the Clifton Wilson Substation in Hurricane to the Twin
Cities Substation. The Sellers will be responsible for the complete
termination of Section 4.3 of the agreement entitled "Right-Of-Way and
Pole Agreement Between Hifdale, Utah and the City of Hurricane".

R:\City Departments\Power Dept\Restructure\Garkane Energy\MOU\Twin Cities MOU For Approvad.doc
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b. All substation and switch yard facilities including all land the stations utilize
located near 770 North 1400 West Hildale UT, including the underlying
property interests, with the exception of the generator steep transformers
and the associated lowside wiring from the transformer to the generator
building located inside the substation yard.

The stick built control "building" located inside the metal generator
building and the metal generator building will remain in place and
will be included as part of this transaction.

ii. The generator equipment located in and on the generator building
and site shall be removed by the Sellers within 12 months of
closing. The Sellers will be responsible for cleaning up and debris
removal, including any and all hazardous materials, from the
building and site. Sellers will be responsible to safeguard and
minimize damage to the building and site during equipment
removal.

iii. The existing 24 and 48 volt DC systems necessary for the
operation of the controls and relays associated with the substation
shall be included as part of this transaction. Said DC systems shall
remain in operation at all times through the removal of the
generator equipment.

iv. The existing substation metering and protective equipment shall
remain in place and in operation at all times during the removal of
the generator equipment.

All electrical distribution system facilities (including all easements).

Sellers will assist Garkane in converting the existing obsolete L&G
Prepaid Metering System to a replacement system which can be
supported by the manufacturer.

e. Storage yard, including all lands the yard utilizes, with storage vans,
materials, supplies, and spares located within the yard.

f. All meters and metering supplies in stock.

g. One service truck used by electric department employees with associated
tools and materials, less individual personal hand tools.

h. Sellers shall provide acceptable Title insurance to Garkane covering all
transmission line easements, and all substation, switching station, and
storage yard real property. Garkane will be responsible to pay upon

R:\City Depar!ments\Power Dept\Restructure\Ga.rkane Energy\MOU\Twin Cities MOU For Approval.doc
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closing, one half of the cost of the Title Insurance as an addition to the
amount provided in paragraph 2 with the remainder the responsibility of
Seller

These assets to be sold are herein referred to as the "System Assets". The
Sellers will warrant title to the System Assets free and clear of all liens and
encumbrances. Sellers will provide to Garkane acceptable Title Insurance as
indicated in the preceding paragraphs, otherwise, the System Assets are being
sold and purchased in their "AS IS" condition. No other assets or liabilities of
Sellers are being purchased except as specifically enumerated below.

Title to the distribution system facilities (including easements) purchased by the
Sellers from Garkane in or about 1995 will be conveyed by Quitclaim Deed in
the same manner as when purchased from Garkane. Seller will be responsible
for clearing any and all liens and encumbrances that may have been placed
upon the facilities during the time the Sellers held the facilities.

The purchase price for the System Assets is Three Million Dollars ($3,000,000)
(the "Purchase Price"). The Purchase Price will be payable in cash at the
closing. All parties to this transaction will take all reasonable steps to timely
obtain any and all necessary authorizations and approvals required to proceed
with the sale, including any and all required approvals of the Sellers' respective
electorates. Moreover, the parties shall make all reasonable efforts to close the
transaction by or before December 31, 2008, but in no event later than June 30,
2009.

Sellers will continue to operate the System Assets until the closing and all
generally maintain the System Assets in the condition in which it presently
exists. Except as provided below in this Section 5, Sellers may dispose of
assets of the System Assets and may acquire other assets during that period of
operation, all in the ordinary course of business. There shall be no adjustment
in the Purchase Price for any such dispositions or acquisitions. During that
period of operation, Sellers shall not dispose of or acquire assets having an
aggregate value in excess of $5,000.00 without the written consent of Garkane,
the granting of which consent may require an adjustment in the Purchase Price.

Garkane will not assume any obligation or liabilities to UAMPS or other entities
associated with the delivery of electricity to Sellers prior to the closing of this
transaction. Rather, Sellers shall be solely responsible for the satisfaction,
termination, cancellation, and/or disposition of all such agreements and
obligations except as otherwise specifically indicated in this Memorandum.

R:\City Departments\Power Dept\Restn1cture\Garkane Energy\MOU\Twin Cities MOU For Approval.doc
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Sellers shall be responsible for the termination and complete satisfaction of the
"Hildale Interconnect Agreement Among Utah Associated Municipal Power
Systems, The City of Hurricane, Utah, and the City of Hildale, Utah.

Sellers shall transfer to Garkane all deposits held on account of electric
customers. Sellers shall provide to Garkane an itemized list of all such
amounts, the account they are held for, the date such deposit was received by
TCP and the terms and conditions of refunds. Sellers shall transfer to Garkane
all Contributions in Aid Of Construction. TCP shall provide to Garkane an
itemized list of all such amounts, the account they are held for, the date such
deposit was received by TCP, terms and conditions of refunds, copies of all
contracts or documents pertaining to the amount, and the amount of accrued
interest if any.

Sellers shall make available to Garkane electrical customer information,
necessary for Garkane to set up billing accounts, in a readily useable electronic
format (i.e. an excel spreadsheet at least 90 days prior to the anticipated
closing date with weekly updates of changes to account data. Sellers will, prior
to the closing date, provide copies of all drawings, maps (including base maps),
diagrams and other similar documents relating to the System. Drawings and
maps shall be provided in electronic AutoCAD 2000 format. Garkane will keep
all information received from Sellers under this section confidential and,'in the
event that the sale and purchase does not close, will return to Sellers or destroy
all documents and other information received.

10. Customer meters will be read jointly by TCP and Garkane on or about the
closing date. TCP will send final billings to the customers and will be entitled to
all customer payments for service provided prior to the closing. Sellers will be
responsible for any power purchases for usage prior to the closing date (meter
reading date) regardless of the billing date. TCP and Garkane shall jointly
coordinate this meter reading/closing date with their appropriate power
suppliers so as to facilitate a seamless change in suppliers.

11. At closing, Garkane will establish which of TCP's outstanding electrical
accounts receivable are not older than 90 days. Forty-five (45) days after
closing, Garkane shall purchase such of those same receivables that as of that
date remain unpaid, at a discounted rate of 50%. This amount will also be
reduced by any outstanding balances of prepaid meter accounts. This purchase
amount will be paid directly to Sellers, in addition to the Purchase Price.

12. Garkane will be responsible to timely obtain all governmental and lender
approvals necessary to consummate the purchase of the System Assets and

R:\City Departments\Power Dept\Restructure\Garkane Energy\MOU\Twin Cities MOU For ApprovaLdoc
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the provision of electricity to the residents and businesses of Hildaie and
Colorado City.

13. Sellers will be responsible to timely obtain all governmental and lender
approvals necessary to consummate the sale of the System Assets.

14. Sellers will be responsible for timely compliance with all applicable rules and
statutes regarding sale or disposition of Municipal Utility Assets. Sellers will
proceed with promptness to get the issue placed on the next General Election
or at a special election called for that purpose of the sale of Twin Cities
Electrical Transmission, Substation, and Distribution System.

15. Bondholder's legal counsel will assist Garkane in securing required approvals
from Utah and Arizona Governmental Agencies.

16. Garkane and/or DGT must obtain a TSO delivery from Rocky Mountain Power
at Hurricane, Hildale, or a mutually agreeable point in between.

17. Garkane and DGT must enter into a suitable purchased power contract
amendment for delivery of necessary power and energy at the delivery point
under RSA energy and capacity charges with a Facilities Charge not to exceed
$930,000 per year. In the event that the final negotiated rate from DGT
exceeds RSA or a facilities charge in excess of $930,000 per year the
Purchase Price in Section 8 shall be reduced by the net present value of the
difference in projected power cost over the 25 year window discounted at 7.5%.

18. Sellers will deem that granting a franchise to Garkane in the former TCP
service area is beneficial, and will pass a resolution(s) to that effect. Sellers
shall submit the question of granting the franchise to the qualified electors at
the earliest practicable date. The franchise agreement between Colorado City
and Garkane will have a minimum term of 25 years, and shall include
acceptable provisions for renewal. The franchise agreement between Hildale
City and Garkane will have a minimum term of 30 years. Garkane will be
subject to assessment by Hildale and/or Colorado City of such franchise fees
and other charges as the respective city councils may impose from time to time
in accordance with the provisions of applicable law. Garkane has the right to
pass such fees through to the retail customers as a tax.

19. Garkane will establish an office for receipt of payment and customer service in
Hildale or Colorado City for a minimum period of three years after the closing .
After the initial period the continuation of the office will be at the sole discretion
of Garkane's Board.

20. All customers of Garkane in the former TCP service area may be charged rates
equivalent to the existing TCP rates with a structure similar to the existing

R:\City Departments\Power Dept\Rest1ucture\GarkaneEnergy\MOU\Twin Cities MOU For Approval.doc
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Garkane Rates. Future rate changes will be in proportion to rate changes to
other Garkane customers. Garkane reserves the right to allocate costs and
expenses to the TCP service area separate from other Garkane service areas
provided that those costs or expenses are directly attributable to costs or
expenses incurred in the TCP area. The rates and regulations for Colorado
City, Arizona customers must be approved by the Arizona Corporation
Commission substantially as presented and such approval must be satisfactory
to Garkane in its sole and absolute discretion. The rates and regulations for
Hildale, Utah customers must be approved by the Utah Public Service
Commission substantially as presented and such approval must be satisfactory
to Garkane in its sole and absolute discretion.

21. The customers acquired as part of this transaction by Garkane shall become
members of Garkane with all the rights and privileges of others members and
subject to the same rules and regulations of similar Garkane customers except
as herein provided.

22. Garkane will undertake a realignment of the Garkane Board districts during a
normal and regular District Election process, in order to properly and
adequately represent, at the discretion of Garkane's Board using prudent
business judgment, the interests of the additional approximately 1000 new
customers from TCP.

23. Garkane will extend offers of employment to the two existing TCP Journeyman
Linemen.

24. This entire Memorandum of Understanding is contingent upon releases from
Colorado City, Hildale and the Bondholders (or the Trustee) from any and all
current and future debts and liabilities for the transfer of Twin Cities distribution
system to Garkane.

25. Arizona Rev. Stat. Ann. 38-511 applies to this contract as if fully set forth
herewith, which allows cancellation of this contract, within three years after its
execution if any person significantly involved in initiating, negotiating, securing,
drafting, or creating the contract on behalf of the state, its political subdivisions
or any of the departments or agencies of either is, at any time while the contract
or any extension of the contract is in effect, an employee or agent of any other
party to the contract in any capacity or consultant to any other party of the
contract with respect to the subject matter of the contract. The Parties will
provide to Garkane notarized, sworn affidavits from each person significantly
involved in initiating, negotiating, securing, drafting, or creating the contract on
behalf of the state, its political subdivisions or any of the departments or
agencies stating that they and their actions are in full compliance with Arizona
Rev. Stat. Ann. 38-511 .
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26. Upon execution of this Memorandum of Understanding by all parties, the
parties will enter into negotiations for the development, approval and execution
of:

A Purchase and Sale Agreement for the System Assets between Garkane
and Sellers, and

b. A Settlement Agreement and Release between Wells Fargo (on behalf of
the bondholders), Hildale and Colorado City with respect to amounts owed

By Hildale to the bondholders on account of the outstanding
revenue bonds issued in 1995 and 1997, and

ii. By Colorado City to Hildale and/or the bondholders under a certain
Power Sales Contract dated December 15, 1995.

27. Without limiting the generality of the foregoing, the parties acknowledge and
agree that all obligations of the Sellers contemplated here under are contingent
on:

a. The full, complete, and permanent release and discharge of the Sellers
from any and all debts, liabilities, obligations or claims of any kind or
nature whatsoever by or through any of the parties to this Memorandum,

b. The irrevocable commitment by Garkane to provide electric service to the
residents and businesses of Colorado City and Hildale subject to Garkane
obtaining all necessary approvals in satisfactory form to Garkane and

Approval of this Memorandum and all subsequent agreements pertaining
to the subject matter hereof by the Colorado City Town Council, Hildale
City Council, Wells Fargo Bank as Trustee for Bondholders, and Garkane
Energy Board of Directors.

28. Final Closing of this Purchase/Sale Transaction will be contingent upon
approval of the final documents and transaction by and/or receipt of necessary
approvals from:

1.
2.
3.

5.
6.
7.
8.

Garkane Board of Directors
Twin Cities Board of Directors
Hildale, UT. Town Council
Colorado City, AZ Town Council
Wells Fargo Bank as Trustees for Bondholders
Affirmative vote of Hildale and Colorado City residents
Utah Public Service Commission
Arizona Corporation Commission

R:\City Departnuents\Power Dept\Restructure\Garkane Energy\MOU\Twin Cities MOU For Approval.doc
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9.
10.
11.
12.

Rural Utilities Service (RUS)
National Rural Utilities Cooperative Finance Corporation (CFC)
DGT Board of Directors (Purchase Power Contract Only)
Federal Energy Regulatory Commission (FERC)

29. Sellers acknowledge that Garkane must receive various regulatory approvals
from the Arizona Corporation Commission ("ACC") as a precedent to and in
order to close the Purchase/Sale Transaction as well as to commence
providing electric service to Colorado City, Arizona. These regulatory
approvals include, but are not limited to, expansion of Garkane's service
territory to include areas sufficient and necessary to provide electric service to
Colorado City as well as the rates, tariffs and rules and regulations under which
Garkane is willing to provide electric service (the "Necessary Regulatory
Approvals"). Should the ACC refuse to issue the Necessary Regulatory
Approvals or if it attaches to any of the Necessary Regulatory Approvals
modifications, terms or conditions which are unacceptable in Garkane's sole
and absolute discretion, then Garkane may cancel the Purchase/Sale
Transaction upon written notice to the other parties.
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These terms and conditions are acceptable as a basis to negotiate the specific
transaction hereby contemplated.

r

iii 'Cities Power

H4 e,  UT
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Colorado City, AZ Date
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Wells Fargo Bank

11- /€» 2/
Date

4 8 466
Garkane Energy Cooperative, fn¢. 0;/»/»x
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EXHIBIT B



Legal Description of the Metes and Bounds
Colorado City, Mohave County, Arizona

Beginning at a point in Range 6 West Township 42 North, the Northwest Corner of
Sec 31 on the Utah/Arizona State Line, thence East along the Arizona State Line, Sec 31,
32, 33, to the North Quarter Corner of Sec 33, thence South to the South Quarter Corner
of Sec 33, Range 6 West, Township 42 North, which also is the North Quarter Corner of
Sec 4, Township 41 North, Range 6 West, thence South along the Quarter Line of Sec 4
& 9 to the South Quarter Corner of Sec 9, thence West along the South Boundary of
Sec 9, 8 and 7 to the Southwest Corner of Sec 7 Township 41 North, Range 6 West,
thence North along the West Boundary of Sec 7, and Sec 6, Township 41 North, Range 6
West and continuing North along the West Boundary of Sec 3 1, Township 42 North,
Range 6 West to the point of beginning.

EXHIBIT "B"
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KRISTIN K. MAYES, Chairman
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

6 Docket No. E-01891 A-08-0598

7
RESPONSE TO STAFF REPORT

8

IN THE MATTER OF THE APPLICATION OF
GARKANE ENERGY COOPERATIVE, INC. TO
EXPAND ITS CERTIFICATE OF CONVENIENCE
AND NECESSITY TO INCLUDE COLORADO
CITY, ARIZONA

9

10 Garkane Energy Cooperative, Inc. ("Garkane" or the "Cooperative") submits this

Response to the March 18, 2009 Staff Report ("Staff Report"). The Staff Report is quite

<
» 3§8§

=*§
5 3 3 ;
E33~

12 thorough. The Cooperative supports its Conclusions and Recommendations. This Response is

13 limited to clarifying a few factual matters and suggesting more specific language in relation to

14 Staff' s Condition 2, which is at the top of page 7 of the Staff Report.

15 As required by the Procedural Order, the Cooperative has completed all notice

16 requirements for this matter. For the convenience of the Administrative Law Judge, a copy of

17 the Docket Control filing of the affidavits of mailing and publication is attached as Exhibit A.

18 Referring to the Staff Report, Garkane has three minor factual daritications:

19 In the Executive Summary (page 2, its sixth item) and at page 7, item 3,

20 concerning the part-time maintenance crew members currently employed by

21 Colorado City, the Cooperative will have sufficient work to make them

22 "full-time" employees-a designation which Garkane uses instead of

23 "permanent."

24



1 At page 3, item 6 of the Staff Report, the Memorandum of Understanding requires

2 that the facilities charge from Deseret not exceed $930,000 per year for the

3 special power arrangements to serve Colorado City. Garkane has secured a

4 facilities charge for power arrangements at less than that cost.

5 At page 5, in the sixth paragraph of the Public Interest section of the Staff Report,

6 Garkane line crews normally travel to the area around Colorado City two or three

7 times a week instead of two or three times a day.

8 Finally, on Rates, as Staff correctly states at the bottom of page 4 of its report:

9

10

In order to recover the additional [$900,000 in annual] costs to serve the
Colorado City Area, Garkane has included, as part of its wholesale power cost
adjustment mechanism, an acquisition fuel adjustment charge ("FAC"),
calculated by customer class.

These FACs are fixed based upon the Cooperative's additional costs to serve Colorado City.
12

They will be in addition to other customer charges and energy charges authorized in Garkane's
13

tariffs.
14

Because Garkane likely will use its Commission-approved wholesale power cost
15

adjustment mechanism to reflect other changes in its wholesale power costs which would result
16

in other positive or negative "FACs," the Cooperative requests that the following specific
17

condition language be included in the Commission order:
18

19

20

21

Garkane will be required to charge its current Commission-approved rates and
charges, including Acquisition FACs of $0.037317 per kWh/Residential,
$0.037412 per kWh/Residential Prepaid, $0.006l77 per kWh/Small Cornm'l,
$0.015035 per kWh/Large Comm'l, $0.003956 per kWh/Public Buildings and
$0.020568 per kWh/Small Industrial and Retail to the requested extension
area until Mther order of the Commission.

22 This language parallels Staff's Condition 2 language at page 7 of its report. But, by identifying

23 these adjustors as "Acquisition" FACs--which will distinguish them from other "regular"

24 2



1 FACs-and also stating in the Decision the fixed rates by class, this phrasing will avoid any

2 possible iilture confusion concerning the rates the Cooperative is authorized to charge in

3 Colorado City.

4 Garkane appreciates Staff and the Hearing Division's assistance in moving this matter to

5 the Commission's Open Meeting on April 28 so that the required closing date of no later than

6 June 30, 2009 can be met. The Cooperative will order an expedited transcript for delivery on

7 April 6 and will present a witness in support of these comments at the April 3 hearing.

8 RESPECTFULLY SUBMITTED this 27th day of March, 2009.

9 GALLAGHER & KENNEDY, P.A.

10

12

13

B y
Michael M. Grant
2575 East Camelback Road
Phoenix, Arizona 85016-9225
Attorneys for Garkane Energy Cooperative, Inc.

14 Original and 13 copies filed this
z7"' day of March, 2009, with:

15

16

17

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

18 Copies of the foregoing delivered
this 27"' day of March, 2009, to:

19

20

21

Vic ld Wallace
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

22

23

L
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1

2

3

Candrea Allen
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

4

5

6

Pram Bahl
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

7

8

9

Robin Mitchell
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

10
1

I

11

12

Sarah N. Harping
Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

13
t~..

"12

FE

14
10763-3/2667012

15

16

17

18

19

20

21

22

23
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III

GALLAGHER & KENNEDY

I

MICHAEL M. GRANT
DIRECT DIAL: (602) 530-8291

E~MAIL: MlvlG@GKnEr.coM

p.A_

LAW OFFICES

'QQ 99
£449 1

4*E -

i

=@ow e~J

_\5'§_D
118' 392 *4 '\

2575 EAST CAMELBACK ROAD
PHOENIX,ARlZONA 85016-9225

PHONE: (602) 530-8000
FAx; (602) 530-8500

WWW.GKNET.COM

March 18, 2009

HAND DELIVERED

Docket Control
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

Re: Affidavit of Publication and Certy'ication 0fMailing in Relation to Garkane 's
Application to Extend Its Certificate of Convenience and Necessity;
Docket No.E-01891A-08-0598

Dear Sir or Madam:

Enclosed are (I) the original and 13 copies of the Affidavit of Publication confirming
published notice in this matter inThe Spectrum, a newspaper of general circulation in Colorado
City, Arizona, and (2) the original and 13 copies of Garkane's Certification of Mailing to
property owners and signatories of the Memorandum of Understanding.

Your assistance in relation to this matter is appreciated.

Very truly yours,

GALLAGHER & KENNEDY, P.A.

~.

By:
Michael M.Grant

MMG/p lp
10703-30064749
Enclosures

cc (w/enclosures): Robin Mitchell, Legal Division
Candrea Allen, Utilities Division
Mike Avant

Original and 13 copies filed with Docket
Control this 18"' day of March, 2009.

1
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"1>PECTRU v
A Marketing and Communications Company

PROOF
OF

PUBLICATION

STATE OF UTAH as.
COUNTY OF WASHINGTON

r

._4n-THE MATTER OF THE APPLICATION UF
GARKANE ENERGY COOPERATIVE. INC. FOR
APPROVAL TO EXTEND ITS CERTIFICATEDF
CGNVENIENCE AND NECESSITY TO INCLUDE

COL0RADO CITY. ARIZONA
(Docket No. E-01891A-08--598)

Summary
On December 12, 2008, Garkane Energy Cooperative, Inc. ("Garkane") filed with
the Arizona Corporation Commission ("Commission") an application to extend its
Certificateof Convenielice and Necessity ("CC&N") to provide electric service to
Colorado City, Arizona. According to its application, Garkane has entered into a
Memorandum of Understanding to purchase the utility assets of Colorado city,
Arizona, and Hildale, Utah ("theTwin Cities") and provide electric service to the
residents of the Twin Cities, including approximately 700 customers in Colorado

. City. Garkane has stated that it will provide electric service to Colorado City resi-
dents using its current Commission-approved tariliS and regulations and will. use
the tariffs' wholesale power cost adjustment provision to adjust Colorado City's
taril1` rates because there is a higher annual wholesale power cost to serve the
Twin Cities than exists for the remainder of Garkane's service area in Arizona and
Utah.

FEBRUARY

x

Molly Jones, being duly sworn,
deposes and says that she is

an accounting representative, at
the daily newspaper published at
St. George, Washington County,
State of Utah, also distributed in
Iron County, and that the notice
IN THE MATTER OF THE....
is a true ropy of which is here to

attached, was published in its issue
dated the 26 day of

2009
and was published againinthe
issuesofsaid newspaper dated:
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Subscribed and sworn before me
. \. k.

thus I la I day of

M a v c * 2009.

»"I
/,7Q"l,\,\\,\;_, - v » I
NOTARY PUBLIC RESIDI G
AT WASHINGTON COUNTY

»"-.r

4
q

The CommissionS Utilities Division Staff ("Stab") is in the process of analyze
. in the application and has not yet made any necomniendations in this matter

' 'The Commission will detennine whethéf to giant the application based on the
§-8»'idence ofreeord in this mother. The Gounmission is not bound by the proposals
:node by Gartcnne, Stair or any intawnors

,HOw You (Jpn View or'%@iN a Copy of the Application. and Other Dock-*
1116818
Copies of the application find the other documents tiled in this matter are avail

De at Gsld<ane's offices 1802 South Highway 89A, Kan ab, Utah 84741; at the 1
E='commiSsion's Docket Control Center at 1200 West Washington, Phoenix, Arizona,
§8§for public inspection during regnlarbusiness hours; and on the Internet via the Com-

*nission's website ( azwgov) using the e-Docket function.

_zone Corporation Commission Public Hearing Information
¢C0tl3mission will hold a hearing in this matter beginning on April 3, 2009,
1:30 a.m., in Room 100 at the Commission's oiiices, 1200 West Washington

net, Phoenix, Arizona. Public commits will be taken on the list day of the 3
Caring. Written public comments may be submitted by mailing a letter referenc-

;*Dod<et No. E-0189lA»08~0598 to Arizona Corporation Commission, Con- »
umer Services Section, 1200 West Washington, Phoenix, AZ 85007, or by e~mail.
Kat a form to use and instructions on how.to e-mail comments to the Commission,
:O*to http://wwwazcc.gov/divisions/utilities/forms/public_comment.pd£ If you

fire assistance, you may contact the Consumer Services Section at 1-800-222
QOQ,£|;§,Q2-542-4251 4-v»¢¢***
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c
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About Intervention
Arty*§§f§bn or entity entitled by law to intervene and having a direct and substan-
tial interest in the matter will be permitted to intervene. If you desire to intervene,
you must file a written motion to intervene with the CommisSion no later than
March 25, 2069. You must send a copy of the motion to intervene to Garkane or
its counsel and to all parties of record. Your motion to intervene must contain the
following* .

1.  Your name,  address ,  and telephone number and the name,  address ,  and tele-
p h o n e num ber  o f  any  pa r t y  upon  whom  s e rv i c e  o f  doc um en t s  i s  t o  be  m ade ,
i f  n o t  y o u r s e l f
2. A short statement of your interest in the proceeding (e.g., a resident of
Colorado City, etc.); and.
3.A statement certifying that you have mailed a copy of the motion to inter-
vene to Garkane or its counsel and to aliparties of record in the case.

The granting of motions to intervene shall be governed by A.A.C. Rl4=3~l05,
except thatall motions to intervene must be tiledonor beforeMarch25. 2009.
If representation by counsel is required by Rule 31 of the Rules of the Arizona
Supreme Court, intervention will be conditioned upon the intervenor's obtaining
counsel to represent the intervenor. For information about requesting interven-
tion, visit the CommissionS website at http:/!w*ww.azcc.govidivisionslutiiitiesl
fonns/inteiven.pd£ The granting of intervention, among other things, entitlesa

Qpany to present sworn evidence at hearing and to erossexamine other witnesses.
.3-inweven thilure to intervene if] not preclude :Mv interestedneron or entity



Q

Notary

I, Mike Avant, am the Engineering Manager of Garkane Energy Cooperative, Inc.
("Garkane'). I certify that on the _23rd_ day of _February __ 2009, I deposited in the
first-class U.S. Mail, postage pre-paid, the attached Notice concerning the Application of
Garkane addressed to each property owner in the Colorado City requested extension
area based upon records provided to Garkane by Colorado City and also addressed to
each signatory of the Memorandum of Understanding.

Certification of Mailing In Docket No. E-01891A-08-0598

/.C
X

4

County Rf K a
0:1 Thu2 / :lay of

per* ms v gmxetrtlf h fun ms,

Siatc of
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IN THE MATTER OF THE APPLICATION OF GARKANE
ENERGY COOPERATIVE, INC. FOR APPROVAL TO EXTEND
ITS CERTIFICATE OF CONVENIENCE AND NECESSITY TO

INCLUDE COLORADO CITY, ARIZONA
(Docket No. E-01891A-08-0598)

filed with the Arizona Corporation Commission ("Commission")

Summarv
On December 12, 2008, Garkane Energy Cooperative, Inc. ("Garkane")

an
application to extend its Certificate of Convenience and Necessity
("CC&N") to provide electric service to Colorado City, Arizona.
According to its application, Garkane has entered into a Memorandum of

and Hildale, Utah ("the Twin Cities") and provide electric service to the
residents of the Twin Cities, including approximately 700 customers in
Colorado City. Garkane has stated that it will provide electric service to
Colorado City residents using its current Commission-approved tariffs and
regulations and will use the tariffs' wholesale power cost adjustment
provision to adjust Colorado City's tariff rates because there is a higher
annual wholesale power cost to serve the Twin Cities than exists for the
remainder of Garkane's service area in Arizona and Utah.

Understanding to purchase the utility assets of Colorado City, Arizona,

The Commission's Utilities Division Staff ("Staff") is in the process of
analyzing the application and has not yet made any recommendations in
this matter. The Commission will determine whether to grant the

The
Commission is not bound by the proposals made by Garkane, Staff, or any
interveners.

application based on the evidence of record in this matter.

1802 South Highway 89A, Kan ab, Utah

How You Can View or Obta'm a Copy of the Application and Other
Documents
Copies of the application and the other documents filed in this matter are
available at Garkane's offices
84741; at the Commission's Docket Control Center at 1200 West

business hours, and on the Internet via the Commission's website
(www.azcc.gov) using the e-Docket function.

Washington, Phoenix, Arizona, for public inspection during regular
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Commission, Consumer Services Section, 1200 West
Washington, Phoenix, AZ 85007, or by e-mail. For a form to use and
instructions on how to e-mail comments to the Commission, go to
http://www.azcc.gov/divisions/utilities/fonns/pub1ic__comment.pdf. If you
require assistance, you may contact the Consumer Services Section at 1-
800-222-7000 or 602-542-4251 .

Arizona Corporation Commission Public Hearing Information
The Commission will hold a hearing in this matter beginning on April 3,
2009, at 9:30 a.m., in Room 100 at the Commission's offices, 1200 West
Washington Street, Phoenix, Arizona. Public comments will be rd<en on
the first day of the hearing. Written public comments may be submitted
by mailing a letter referencing Docket No. E-01891A-08-0598 to Arizona
Corporation

About Intervention
Any person or entity entitled by law to intervene and having a direct and
substantial interest in the matter will be pennitted to intervene. If you
desire to intervene, you must file a written motion to intervene with the
Commission no later than March 25, 2009. You must send a copy of the
motion to intervene to Garkane or its counsel and to all parties of record.
Your motion to intervene must contain the following:

1. Your name, address, and telephone number and the name, address,
and telephone number of any party upon whom service of
documents is to be made, if not yourself,
A short statement of your interest in the proceeding (e.g., a resident
of Colorado City, etc.), and
A statement certifying that you have mailed a copy of the motion
to intervene to Garkane or its counsel and to all parties of record in
the case.

The granting of motions to intervene shall be governed by A.A.C. Rl4-3-
105, except thatall motions to intervene must be filed on or before March
25, 2009. If representation by counsel is required by Rule 31 of the Rules
of the Arizona Supreme Court, intervention will be conditioned upon the
intervenor's obtaining counsel to represent the intervenor. For
information about requesting intervention, visit the Commission's website
at http://www.azcc.gov/divisions/utilities/fonns/interven.pdf The
granting of intervention, among other things, entitles a party to present
sworn evidence at hearing and to cross-examine other witnesses.
However, failure to intervene will not preclude any interested person or
entity from appearing at the hearing and providing public comment on the
application or from filing written comments in the docket for the case.

ADA/Equal Access Information
The Commission does not discriminate on the basis of disability in
admission to its public meetings. Persons with a disability may request a
reasonable accommodation such as a sign language interpreter and request
this document in an alternative format by contacting the ADA
Coordinator, Shaylin A. Bernal, at sabernal@azcc.gov, voice phone
number (602) 542-3931. Requests should be made as early as possible to
allow time to arrange the accommodation.

3.

2.



1

enublar

M((')QIc='-,+c
0VI*'><3
UlQ*> T
¢+5
p

o
5

rT
o
3
m

U'l0\
\D

z

I grvs. 31
-4 m
o o
D n
C Jr
m~<
3

rum
(.0\O

<3=oC'°5

m

V3<+
c g
U P
UI
r4-"U
p a
ino3'$

-4
5_
3

awwen
<~<

zI ' 0S cm s.+
o_3

Q
_ ."* '
m
UP I ¢

go's`<7'
wco'al@+D
¢o3

I

I nm

oQ :5-r0
mngo

TJ
o
s
vo
1

wO;
\O

»-w
3+

up

1 8
o 33

Q.
o

<
mmc o61M r¢+-D3.lm
o 705~<93

§7<
3m

may

<

mmCOUPmy'd~D
gm
o 'l'l3 1roQ_o

2.p

0J 0\
a w

§7<
m<
U'\

$ 4 1Eng'
m£98
O  0 3 -
.,,c_mm

9.0"'
* - n3¢+-€
ra n *m - , ,
4 4 :
~>%~»:-+»- ~<
S<S. - 1 0 4 - 4 +
l n ' s l n p

3-h5
ummcocg-
F 3 8 4 0
UI i n :d-N1-l»<Doom
¢Q.*i~2o o

8=§
3 8 €
1+a '§>
5 %m8'°"'
1 2 8
Q S

54+
9 3U,-l

3

3

mmcoUPM r44-99]gm
o w

nx*UP
E3

m
m
-1
x
m
5
Q
m
CD
- 1
ca
~<

we#
QLJ

m
z8 F
m <

§.
so
'22
m
m
o

wco°"0V1>fr
8 9
EMU5 5

Ra9
3o5

m
x
E
E
-|
.L

:m
5
up



I'

f*

GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIFTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

March 10, 2009

CA 5-2 If your response to 5.1 above is in the affirmative, please provide the following
information:

A.
B.

The adjustor rate to be charged.
An explanation of how the adjustor will be calculated.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergv.com

Response: In relation to the adjustor rate to be charged, Garkane provided pages from the
financial model in its response to CA 1-3. Included were three pages entitled
Comparison of Rates. The adjustor for each rate class is shown under "Acq FAC" (or
Acquisition Fuel Adjustment Charge) in the far right-hand block of calculations for each
class. So, for example, the Residential "Acq FAC" is $0.0373 l7, the Residential Prepay
"Acq FAC" is $0.037412, and so on. Attached are pages from the model with
handwritten notes which show how these adjustors were calculated by class. These
adjustors are fixed based upon the $900,000 in higher annual costs as explained in the
responses to 'CA 5-1 and 1-4. They will not be recalculated. Should wholesale power
costs change generally for Garkane's system-up or down-in the nature, those adj ustors
will affect adj Garkane customers and will be added to (or subtracted from) these fixed
adjustors in Colorado City. Please call me at the number above if you would like further
explanation.

10703-3/2048987v2
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GALLAGHER & KENNEDY
A P R o F E s s I o N A L A s s o c I A T I o N

MICHAEL M.
ATTORNEY
DIRECT LINE
(602) 530-829 I

G R ANT
2600 NORTH CENTRAL AVENUE
PHOENIX, ARIZONA BS004-3020

(602) 530-8000
FAX: (602) 257-9459

April 8, 1999

Christopher Kempley, Esq.
Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Exrnsrr

Re; Garkane Power Association, Inc. ("Garkane")

Dear Chris:

As we discussed, the purpose of this letter is briefly to memorialize the conclusions we
reached this week on lack of Commission jurisdiction over Garkane's debt and lien matters.

Garkane is a Utah nonprofit cooperative corporation. It owns facilities and supplies
electricity in both Arizona and Utah. More than 90% of its member owners are in Utah.

Garkane is currently in the process of applying for an RUS guaranteed loan. Because
Garkane is a foreign corporation engaged in interstate commerce which owns facilities in more than
one state, Commission approval is not required because of interstate commerce clause restrictions. Op.
Atly. Gen. No. 69-10.

I appreciate your attention to this matter. IfI have mistmdemstood or misstated our
conclusions, please cell. Otherwise, Garkane will not seek Commission approval for this current or any
mixture loan application.

Very truly yours,

By
Michael M. Grant

Mr. Carl Albrecht

#735993 vi - Keeley

cc:
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TO: Docket Control

MEMQBAEEQM

I
AZ CQEP c32~4r<

DULKET CU?4lr(uL

Z88'l MAR to I

FROM: Ernest OIL

Directo
Utilities Division

Date: March18, 2009

STAFF REPORT FOR THE APPLICATION , OF GARKANE ENERGY
COOPERATIVE, INC. TO EXPAND ITS CERTIFICATE OF CONVENIENCE
AND NECESSITY TO INCLUDE COLORADO CITY, ARIZONA
(DOCKET NO. E-01891A-08-0598)

Attached is the Staff Report for the extension of Garkane Energy Cooperative, Inc.'s
Certificate of Convenience and Necessity to include Colorado City, Arizona. Staff recommends
approval.

EGJ : :kph

Originator: Vicki Wallace
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Service List For: Garkane Energy Cooperative, Inc.
Docket No. E-01891A-08-0598

Mr. Michael M. Grant
Gallagher 81 Kennedy, P.A.
2575 East Camelback Road
Phoenix, Arizona 850 l6-9225
Attorney for Garkane Energy Cooperative, Inc.

Arizona Reporting Services, Inc.
2200 North Central Avenue, Suite 502
Phoenix, Arizona 85004-1481

Mr. Ernest G. Johnson
Director Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Ms. Janice M. Alward
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Lyn Farmer
Chief Administrative Law Judge, Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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STAFF REPORT
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

GARKANE ENERGY COOPERATIVE, INC.
E-01891A-08-0598

APPLICATION OF GARKANE ENERGY COOPERATIVE, INC. TO
EXPAND ITS CERTIFICATE OF CONVENIENCE AND NECESSITY

TO INCLUDE COLORADO CITY, ARIZONA

MARCH 18, 2009



u

STAFF ACKNOWLEDGMENT

The Staff Report for Garkane Energy Cooperative, Inc., Docket No. E-01891A-08-0598,
was prepared by the Staff members shown below:
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Pram Bahl

Utilities Engineer
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Public Utilities Analyst
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EXECUTIVE SUMMARY
GARKANE ENERGY COOPERATIVE, INC.

E-01891A.08-0598

On December 12, 2008, Garkane Electric Cooperative, Inc. ("Garkane" or
"Cooperative") filed an application with the Arizona Corporation Commission ("Commission or
"ACC") to expand its Certificate of Convenience and Necessity ("CC&N") to include Colorado
City, Arizona, in Mohave County.

Prior to May of 1994, Garkane provided electric service to the residents of Colorado City
as well as to the neighboring town of Hildale, Utah ("the Twin Cities"). in 1993, however,
municipal utilities were formed by the Twin Cities. At their request, Garkane entered into
agreements with Hildale arid Colorado City to sell its distribution facilities to the Twin Cities. Lm
Decision No. 58571 issued March 16, 1994, the Commission approved the transfer of the
Garkane assets to Colorado City as well as the cancellation of the relevant portion of the
Cooperative's CC&N relating to service to Colorado City.

The Twin Cities began to default on bond payments, and about two years ago, Garkane
was approached by the Trustee for the Twin Cities bondholders, Wells Fargo, about purchasing
the Twin Cities' systems and resuming electricity service to the area. In November of 1998, the
parties signed a Memorandum of Understanding for the sale, and the bondholders specified a
closing date of June 30, 2009.

Garkane has made wholesale power arrangements with its power supplier, Deseret Power
Electric Cooperative, and transmission arrangements with Rocky Mountain Power for the
purchase as well as the transmission of the energy necessary to supply Colorado City.

Staff s analysis indicates that Colorado City customers using an average of 500 kph per
month will experience an approximate $15.31 reduction in their current electric bills, from
$81.00 to $65.69.

CONCLUSIONS AND RECOMMENDATIONS

• Garkane has the financial, technical, and managerial experience to own and operate an
electric utility.

• Once the acquisition is completed, Colorado City customers will become members of the
Cooperative and have the same rights and privileges as current members.

• Garkane has entered into a Memorandum of Understanding ("MOU") with Colorado City
and all pertinent parties to purchase the system and resume service, and a purchase
agreement will be finalized once all necessary approvals are received pursuant to the
MOU.
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Garkane has been approved by the National Rural Utilities Cooperative Finance
Corporation for loan funds in excess of the $3,000,000 amount needed to close this
acquisition.

• Garkane has established that it is in the public interest to approve this expansion of
territory to include Colorado City.

• Staff recoimnends that Garkane's expansion of its temltory to once again include
Colorado City be approved with the following conditions.

1. Garkane will be required to file documentation of the finalized purchase
agreement with the Commission in this docket upon closing the transaction.

Garkane will be required to charge its current Commission-approved rates and
charges, including the requested FAC, to the requested extension area until further
order of the Commission.

• Garkane has sufficient resources to serve the additional load of Colorado City,

• Sufficient transmission capacity exists to deliver power to Colorado City,

s Garkane will have sufficient work for the existing two part~time maintenance crew
members to make them permanent as they would be able to additionally serve a
significant number of existing Arizona customers in close proximity to Colorado City,

• The ability to serve the composite load of Arizona customers and that of Twin Cities
would result in operational efficiencies and improved reliability in providing quicker
response to customer outages, as the maintenance staff would not have come from the
present Garkane area office located at Kan ab, Utah, which is one hour away from the
Twin Cities,

• After 2011, when the 69 kV Toquerville to Cliff Wilson transmission line is upgraded,
Garkane will divert the Deseret generation, now coming from Glen Canyon,
approximately 100 miles away, to Toquerville, which is only 28 miles away. This will
result in significant savings on system losses.

2.
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Garkane Energy Cooperative, Inc
Docket No. E-01891A-08-0598
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INTRODUCTION

On December 12, 2008, Garkane Electric Cooperative, Inc. ("Garkane" or
"Cooperative") filed an application with the Arizona Corporation Commission ("Commission or
"ACC") to expand its Certificate of Convenience and Necessity ("CC&N") to include Colorado
City, Arizona,-in Mohave County.

On January 27,  February 5,  February 10,  and February 27,  2009, Staff issued data
requests to the Company, and responses were subsequently received.

On February 6, 2009, Staff issued its Sufficiency Letter to Garkane. A Procedural Order
was issued on February 10, 2009, setting a hearing for April 3, 2009.

BACKGROUND

Garkane is a rural non-profit electric cooperative headquartered in Loa, Utah. The
Cooperative serves approximately 11,600 total customers. About 700 of those customers are in
Arizona and are situated primarily north of the Grand Canyon in the vicinity of Fredonia and
Colorado City, Arizona. Garkane is in good standing with die Commission's Corporations
Division and was certified to provide water utility services in Arizona via Decision No. 38392
issued February 3, 1966. Garkalle's existing rates were established in Decision No. 61105 issued
August 20, 1998. Staffs legal description and engineering map of the service area is attached as
Exhibit 1.

Prior to May of 1994, Garkane provided electric service to the residents of Colorado City
as well as to the neighboring town of Hildale,  Utah ("the Twin Cities").  hi 1993, however,
municipal utilities were formed by the Twin Cities. Bonds were also authorized to finance the
acquisition of the Cooperative's utility assets as well as to construct additional facilities. At their
request, Garkane entered into agreements with Hildale and Colorado City to sell its distribution
facilities to the Twin Cities.

In Decision No. 58571 issued March 16, 1994, the Commission approved the transfer of
the Garkane assets to Colorado City as well as the cancellation of the relevant portion of the
Cooperative's CC&N relating to service to Colorado City. The transaction closed in April of
1994. Garkane ceased service to Colorado City at that time. The Hildale transaction was subj et
to the jur isdiction of the Utah Public Service Commission ("Utah Commission") and thus
required no action by the ACC.

Approximately two years ago, Garkane was approached by the Trustee for the Twin
Cities bondholders concerning whether the Cooperative would be interested in purchasing the
Twin Cities' systems and resuming electricity service to the area. Garkane indicated that things
did not go well after the acquisition by the Twin Cities, partly as a result of the Twin Cities'
reliance on naval gas tired generation; and Colorado City and Hildale began to default on their

bond payments in 2000 and on their interest payments in 2005. The Trustee was considering

I
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either  a  receiver  to run the system or  a  purchaser . After negotiations between the parties,
Garkane entered into a Memorandum of Understanding ("MOU") to purchase the Twin Cities'
utility assets, including the assets which serve Colorado City.

THE MEMORANDUM OF UNDERSTANDING

As indicated above, a MOU was entered into between the Twin Cities Power Authority
("TCP"), the City of Hildale, UT, a Utah Municipal Corporation ('Hildale"), Colorado City, AZ,
an Arizona Municipal Corporation ("Colorado City"), Wells Fargo Bank, and Bondholders N.A.,
as Trustee for the holders of certain Revenue Bonds issued in 1995 and 1997 and Garkane in
November of 2008, specifying a closing date of no later than June 30, 2009. According to the
Coopera t ive,  clos ing of the t r ansact ion is  cont ingent  upon,  among other  things  such as
acquisition of the Hildale System, and the receipt of the Commission's approval to expand
Garkane's CC&N to once again provide electric service to the approximately 700 additional
customers in Colorado City.

The Hildale transaction is under the jurisdiction of the Utah Commission. Under Utah
Commission Rule R746-401, Garkane is only required to report the transaction to the Utah
Commission. Because the transaction involved less than five percent of Garkane's gross utility
plant, no approval from the Utah Commission is required. Garkane must submit the report to the
Utah Commission at least 30 days prior to the closing. That report will be made before the end
of March 2009 .

The MOU is attached as Exhibit 2. The MOU sets forth the terns and conditions of the
proposed sale of the electrical transmission, substation, and distribution system assets currently
belonging to TCP,  Hildale,  Colorado City and/or  Wells Fargo (collect ively,  "Sellers") to
Garkane. The Town Council of Colorado City has approved the MOU for the sale and will also
approve final sales documents. The main provisions of the MOU are as follows :

Garkane will purchase the ent ire exist ing electr ica l t ransmission,  substa t ion,  and
distribution systern(s) ("System Assets") of Sellers together with certain materials and
supplies pertaining to such systern(s) together with the right and duty to provide electrical
service to the residents and businesses of Hildale and Colorado City.

2. The purchase price for the System Assets will be $3,000,000 and will be payable in cash
at the time of closing. Closing of the transaction Will be no later than June 30, 2009.

C

L

1.

3.  The Seller s  will war rant  t it le to the System Assets  free and clea r  of a ll  liens  and
encumbrances. Title to the distribution system facilities (including easements) will be
conveyed via Quitclaim Deed, and Seller will be responsible for clearing any and all liens
and encumbrances.
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Sellers will continue to operate the System Assets until closing, and Garkane will not
assume any obligation or liabilities to any entity associated with the delivery of electricity
to Sellers prior to closing of the transaction.

5. Sellers will transfer to Garkane all deposits held on account of electric customers and
provide all pertinent information associated with these accounts. Sellers will also make
available to Garkane all electrical customer information necessary for the Cooperative to
set up billing accounts, etc. Garkane was advised there were no outstanding/pending
main line extensions.

6. Garkane must enter into a suitable purchased power contract amendment for delivery of
necessary power and energy not to exceed $930,000 per year.

Garkane will establish an office for receipt of payment and customer service in Hildale or
Co1orado City for a minimum period of three years alter the closing.

8.  The ent ir e MOU is  cont ingent  upon releases  80m Colorado City,  Hilda le and the
Bondholders (or the Trustee) from any and all current and future debts and liabilities for
the transfer of Twin Cities distribution system to Garkane.

9. Once the acquisition is completed, Colorado City customers will become members of the
Cooperative and have due same rights and privileges as current members.

WHOLESALE POWER AND TRANSMISSION ARRANGEMENTS

The Cooperative has made wholesale power  arrangements with its  power  supplier ,
Deseret Power Electric Cooperative ("Deseret") and transmission arrangements with Rocky
Mountain Power for die purchase as well as the transmission of the energy necessary to supply
Colorado City.

ENGINEERING ANALYSIS

Within its existing CC&N, Garkane is presently serving approximately 700 customers in
Arizona with a total load of approximately 4 MW. Of these, approximately 600 customers are in
the vicinity of  Colorado City (within a  15-minute dr ive) . T he Color ado City load is
approximately 5 MW. Therefore, the total system load of the Cooperative will be about 9 MW if
it acquires ACC approval to provide service to Colorado City. Garkane's provision of service in
the area should be more efficient and cost effective if the Application is approved.

Currently, Twin Cities takes power delivery from Utah Associated Municipal Power
Systems ("UAMPS") at Hurricane City's Cliff Wilson Substation over a 23-mile long 69 kV
line. According to information received from the Cooperative, Rocky Mountain Power ("RMP")
would install one disconnect switch outside of the Cliff Wilson Substation between the RMP 69
kV line and the Twin Cities 69 kV line and utilize the existing 69 kV line to provide service to

4.

7.
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Twin Cities. Power will be received from the Deseret] via the Rocky Mountain Power system
delivered through the 69 kV Toquerville Substation, which is approximately 5 miles Hom the
Cliff Wilson Substation.

Garkane is presently serving all its Arizona customers, including the 600 customers in the
Colorado City area, from Glen Canyon over approximately 100 miles of line consisting of 30
miles of 138 kg, 30 miles of 69 kg, 30 miles of 34.5 kV and 10 miles of 12.5 kV lines. RMP
plans to upgrade the 69 kV line between the Toquerville Substation and Cliff Wilson substation
in 201 l. At that time, the upgraded line will be able to carry additional power needed to serve all
of Garkane's Arizona customers in the Colorado City area.  This arrangement will offer  the
Cooperative significant savings in reduced system losses, because the power flow distance would
decrease from approximately 100 miles to 28 miles.

A one-line diagram showing Garkane's electric system serving Arizona customers and
the proposed Twin Cities area is attached as Exhibit 1.

Currently, because of depressed economic conditions and inadequate amount of work,
there are only two part-time maintenance crew members serving the customers of Twin Cities.
Maintenance crew staff that responds to the Arizona customers in the Colorado City area comes
from Garkane's office in Kan ab, Utah. They travel for about one hour to reach these customers.
If the Application is approved, the Cooperative will have sufficient customers in the Colorado
City area to dedicate full time positions and reduce repair time and improve quality of service to
customers.

GARKANE'S FINANCIAL ABILITY TO SERVE THE AREA

Garkane indicated that it  has already been approved by the National Rural Utilit ies
Cooperative Finance Corporation for loan funds in excess of the $3,000,000 amount needed to
close this acquisition. The Cooperative also asserted that it is a financially sound cooperative
with current margins and equity total assets level of approximately 36 percent.

RATES

Garkane indicated that it will use its current Commission-approved tariffs and regulations
to provide service to the residents of Colorado City. Garkane estimated that the rates it will
charge in Colorado City will be approximately five percent lower than current rates now in
effect. The wholesalepower supply and transmission arrangements are specifically for the Twin
Cities and are approximately $900,000 higher per year than the wholesale power costs for the
balance of the Cooopertive's customers in Arizona and Utah. In order to recover the additional
costs to serve the Colorado City Area, Garkane has included, as part of its wholesale power cost
adjustment mechanism, an acquisition fuel adjustment charge ("FAC"), calculated by customer

1 Deseret Power Cooperative is a generation cooperative in Utah. Garkane would receive additional power delivery
from Deseret for Colorado City under the existing wholesale power contract if the Application is approved.
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class. According to Garkane, the FAC is fixed based on the additional cost to serve the Colorado
City area. The FAC will be in addition to the monthly customer charge and energy charges.

Stat ler 's  analysis indicates that  a  residentia l customer  using 500 kph per  month is
currently paying approximately $81.00 per  month. With Garkane's current Commission-
approved rates inclusive of the FAC charge, a residential customer with the same usage as above
will pay approximately $65.69 per month which is $15.31 less a month for electricity. For a
more detailed review of Staffs rate analysis, see the Telecommunications and Energy Section
which is attached as Exhibit 4.

PUBLIC INTEREST

Garkane indicates that the expansion of Garkane's CC&N to reauthorize service to
Colorado City is in the public interest for the following reasons:

It will bring stability to the ownership and operation of the electric system which has
been in default to its bondholders and subj et to sale or receivership for several years.

Colorado City residents will see an immediate decrease in their rates and bills.

Garkane's operation of the system will also provide rate stability for Colorado city
customers. Since 1993, the average retail power cost has doubled from $0.06/kWh to $0.12/kWh
because of the municipal system's much higher power costs and debt load.

There will be some operational efficiencies associated with the acquisition of the Twin
Cities operation which will benefit of all of Garkane's members .

In response to Staffs inquiry as to what operational efficiencies would ensue, Garkane
indicated that one of the efficiencies had to do with maintenance/repair personnel being located
more closely to Garkane's current service territory; Of the approximately 700 customers that
Garkane serves in Arizona, over 500 of them are located within a 15-minute drive of Colorado
City. Those customers are currently served with line crews out of the Kan ab Office which is
approximately 45 minutes to one hour away. These same line crews normally travel to the area
around Colorado City two or three times a day. With the acquisition, Garkane will acquire two
journeyman linemen and an office/warehouse building. By having them service both the Twin
Cities area and the Arizona Garkane customers in the surrounding area, this will reduce the travel
time and expense of Garkane crews to Arizona customers as well as improving response time to
the area.

Additionally, Garkane indicated that under the MOU, in 2011 Garkane will be able to
move the existing Garkane Arizona loads in the area onto the hew delivery point. This change in
delivery point  feed will r educe the cur rent  loading on the Fredonia  Sub t ransformer  by
approximately twenty (20 percent), which is currently near its top rating. The Cooperative
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believed this would save customers money by eliminating or, at least, postponing the need to
replace this transformer with a larger Size.

FRANCHISE

At the general election on November 4,  2008, Colorado City voters overwhelmingly
approved (578 yes, 33 no) the issuance of a franchise to Garkane to allow its operations within
the City limits. A copy of the franchise ordinance is attached as Exhibit 5

CUSTOMER NOTICE

Customers were noticed of Garkane's expansion of territory to include Colorado City and
Hildale via first-class mail on February 23, 2009, as evidenced by the attached certification of
mailing and notice (Exhibit 6). There were no oppositions filed to the expansion as of the time
of the tiling of this Staff Report.

COMPLIANCE

Arizona Corporation Commission

The Utilities Division's Compliance Section indicates there are no delinquencies for
Garkane Elechic Cooperative, Inc.

CONCLUSIONS AND RECOMMENDATIONS

• Garkane has the financial, technical, and managerial experience to own and operate an
electric utility.

Once the acquisition is completed, Colorado City customers will become members of the
cooperative and have the same rights and privileges as current members.

• Garkane has entered into a Memorandum of Understanding with Colorado City and all
pertinent parties to purchase the system and resume service, and a purchase agreement
will be finalized once all necessary approvals are received pursuant to the MOU.

Garkane has  been approved by the Nat iona l Rura l Ut ilit ies  Coopera t ive F inance
Corporation for loan funds in excess of the $3,000,000 amount needed to close this
acquisition.

Garkane has established that it  is in the public interest to approve this expansion of
territory to include Colorado City.

• Staff recommends tha t  Garkane's  expansion of its  ter r itory to once again include
Colorado City be approved with the following conditions.
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1 .  Ga r ka ne wil l  be r equir ed to t i le documenta t ion of  the f ina l ized pur cha se
agreement with the Commission in this docket upon closing the transaction.

Garkane will be required to charge its current Commission-approved rates and
charges, including the FAC, to the requested extension area until further order of
the Commission.

• Garkane has sufficient resources to serve the additional load of Colorado City,

• Sufficient transmission capacity exists to deliver power to Colorado City,

• Garkane will have sufficient work for  the existing two part-t ime maintenance crew
members  to make them permanent  a s  they would be able to addit iona lly serve a
significant number of existing Arizona customers in close proximity to Colorado City,

• The ability to serve the composite load of Arizona customers and that of Twin Cities
would result in operational efficiencies and improved reliability in providing quicker
response to customer outages, as the maintenance staff would not have come from the
present Garkane area office located at Kan ab, Utah, which is one hour away from the
Twin Cities,

• After 2011, when the 69 kV Toquerville to Cliff Wilson transmission line is upgraded,
G a r ka ne wi l l  d iver t  t he  D es er e t  gener a t ion ,  now c oming  f i r m G len  C a nyon ,
approximately 100 miles away, to Toquerville, which is only 28 miles away. This will
result in significant savings on system losses.

2.



EXHIBIT 1

MEMQBAEQQM

TO: V\ckl Wallace
Chief, Consumer 5erv1ce5 $ Speaal ProJects
Utlht1e5 Dm51on

FROM : Barb Wells
Inform am Technoioqy Specuahat
Utll\t»e5 Dwnelon

T\'iRU : Del Smith ».»
Enqmeermq 3Up(8flvI5ol"
Utllutmee Dnvnsmn

DATE: January 12, 2009

RE : GIIRKMIE ENERGY EUOPEBATIVE, me. [[l0l!KET in. E-u1as1A-na-n59a]

The area requested by Garkane for an extension hoe been plotted with no
compl\catlone u5mq the legal descrmptlon crowded wlth the application (a copy of which.
\s attached).

Aieo attached la a copy of the map for your f\l85.

:boW

Attachments

cc: Mr. Mnchaei Grant
MY. Deb Person (Wand Carrled)
Mr. Pram Baht
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Legal Description of the Metes and Bounds
Colorado City, Mohave County, Arizona

Beginning at a point in Range 6 West Township 42 North, the Northwest Comer of
Sec 31 on the Utah/Arizona State Line, thence East along the Arizona State Line, Sec 31,
32, 33, to the North Quarter Comer of Sec 33, thence South to the South Quarter Corner
of Sec 33, Range 6 West, Township 42 North, which also is the North Quarter Corner of
Sec 4, Township 41 North, Range 6 West, thence South along the Quarter Line of Sec 4
& 9 to the South Quarter Corner of Sec 9, thence West along the South Boundary of
Sec 9, 8 and 7 to the Southwest Comer of Sec 7 Township 41 North, Range 6 West,
fierce North along the West Boundary of Sec 7, and Sec 6, Township 41 North, Range 6
West and continuing North along the West Boundary of Sec 31, Township 42 North,
Range 6 West to the point of beginning.

EXHIBIT "Br

10703-3/1961397



EXHIBIT 2

MEMORANDUM of UNDERSTANDING
Between

Twin Cities Power Authority ("TCP"); the City of Hildale, UT, a
Utah Municipal Corporation ("Hildale"); Colorado City, AZ, an
Arizona Municipal Corporation ("Colorado City"); Wells Fargo

Bank, and Bondholders N.A., as Trustee for the holders of certain
Revenue Bonds issued in 1995 and 1997 ("Wells Fargo"),

and
Garkane Energy Cooperative, Inc. ("Garkane")_

This Memorandum of Understanding is intended to set forth the terms and conditions of
the proposed sale of the electrical transmission, substation, and distribution system
assets currently belonging to TCP, Hildale, Colorado City and/or Wells Fargo
(collectively, "Sellers") to Garkane.

It is intended that the entire existing electrical transmission, substation, and distribution
system(s) of Sellers together with certain materials and supplies pertaining to such
system(s) on hand be sold, as an operating unit, to Garkane together with the right and
duty to provide electrical service to the residents and businesses of Hildale, Utah and
Colorado City, Arizona.

In contemplation of that sale upon meeting the statutory requirements for the sale or
disposition of Municipal Utility Assets it is agreed that:

Garkane will purchase the electric transmission, substation, and distribution
system assets (the "System") of Sellers on the closing date, consisting of the
following items:

a. All transmission line facilities (including all easements) from the
interconnect point at the Clifton Wilson Substation in Hurricane to the Twin
Cities Substation. The Sellers will be responsible for the complete
termination of Section 4.3 of the agreement entitled "Right-Of-Way and
Pole Agreement Between Hildale, Utah and the City of Hurricane".

R:\City Depart;ments\Power Dept\Restructure\Garkane Energy\MOU\Twin Cities MOU For Approvaidoc
Page l of 9
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All substation and switch yard facilities including all land the stations utilize
located near 770 North 1400 West Hildale UT, including the underlying
property interests, with the exception of the generator steep transformers
and the associated lowside wiring from the transformer to the generator
building located inside the substation yard.

i. The stick built control "building" located inside the metal generator
building and the metal generator building will remain in place and
will be included as part of this transaction.

ii. The generator equipment located in and on the generator building
and site shall be removed by the Sellers within 12 months of
closing. The Sellers will be responsible for cleaning up and debris
removal, including any and all hazardous materials, from the
building and site. Sellers will be responsible to safeguard and
minimize damage to the building and site during equipment
removal.

iii. The existing 24 and 48 volt DC systems necessary for the
operation of the controls and relays associated with the substation
shall be included as part of this transaction. Said DC systems shall
remain in operation at all times through the removal of the
generator equipment.

iv. The existing substation metering and protective equipment shall
remain in place and in operation at all times during the removal of
the generator equipment.

c. All electrical distribution system facilities (including all easements).

d. Sellers will assist Garkane in converting the existing obsolete L&G
Prepaid Metering System to a replacement system which can be
supported by the manufacturer.

e. Storage yard, including all lands the yard utilizes, with storage vans,
materials, supplies, and spares located within the yard.

f. All meters and metering supplies in stock.

g. One service truck used by electric department employees with associated
tools and materials, less individual personal hand tools.

h. Sellers shall provide acceptable Title Insurance to Garkane covering all
transmission line easements, and all substation, switching station, and
storage yard real property, Garkane will be responsible to pay upon

R:\city Deparlments\Power Dept\Restructure\Garkane Energy\MOU\Twin Cities MOU For Approva1.doc
Page 2 of 9
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closing, one half of the cost of the Title Insurance as an addition to the
amount provided in paragraph 2 with the remainder the responsibility of
Seller

These assets to be sold are herein referred to as the "System Assets". The
Sel\ers will warrant title to the System Assets free and clear of all liens and
encumbrances. Sellers will provide to Garkane acceptable Title Insurance as
indicated in the preceding paragraphs, otherwise, the System Assets are being
sold and purchased in their "AS IS" condition. No other assets or liabilities of
Sellers are being purchased except as specifically enumerated below.

Title to the distribution system facilities (including easements) purchased by the
Sellers from Garkane in or about 1995 will be conveyed by Quitclaim Deed in
the same manner as when purchased from Garkane. Seller will be responsible
for clearing any and all liens and encumbrances that may have been placed
upon the facilities during the time the Sellers held the facilities.

The purchase price for the System Assets is Three Million Dollars ($3,000,000)
(the "Purchase Price"). The Purchase Price will be payable in cash at the
closing. All parties to this transaction will take all reasonable steps to timely
obtain any and all necessary authorizations and approvals required to proceed
with the sale, including any and all required approvals of the Sellers' respective
electorates. Moreover, the parties shall make all reasonable efforts to close the
transaction by or before December 31, 2008, but in no event later than June 30,
2009.

5. Sellers will continue to operate the System Assets until the closing and will.
generally maintain the System Assets in the condition in which it presently
exists. Except as provided below in this-Section 5, Sellers may dispose of
assets of the System Assets and may acquire other assets during that period of
operation, all in the ordinary course of business. There shall be no adjustment
in the Purchase Price for any such dispositions or acquisitions. During that
period of operation, Sellers shall not dispose of or acquire assets having an
aggregate value in excess of $5,000.00 without the written consent of Garkane,
the granting of which consent may require an adjustment in the Purchase Price.

6. Garkane will not assume any obligation or liabilities to UAMPS or other entities
associated with the delivery of electricity to Sellers prior to the closing of this
transaction. Rather, Sellers shall be solely responsible for the satisfaction,
termination, cancellation, andlor disposition of all such agreements and
obligations except as otherwise specifically indicated in this Memorandum.

.

4 -

I

4.

2.

3.
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Sellers shall be responsible for the termination and complete satisfaction of the
"Hildale Interconnect Agreement Among Utah Associated Municipal Power
Systems, The City of Hurricane, Utah, and the City of Hildale, Utah.

Sellers shall transfer to Garkane all deposits held on account of electric
customers. Sellers shall provide to Garkane an itemized list of all such
amounts, the account they are held for, the date such deposit was received by
TCP and the terms and conditions of refunds. Sellers shall transfer to Garkane
all Contributions in Aid Of Construction. TCP shall provide to Garkane an
itemized list of all such amounts, the account they are held for, the date such
deposit was received by TCP, terms and conditions of refunds, copies of all
contracts or documents pertaining to the amount, and the amount of accrued
interest if any.

Sellers shall make available to Garkane electrical customer information,
necessary for Garkane to set up billing accounts, in a readily useable electronic
format (i.e. an excel spreadsheet at least 90 days prior to the anticipated
closing date with weekly updates of changes to account data. Sellers will, prior
to the closingdate, provide copies of all drawings, maps (including base maps),
diagrams and other similar documents relating to the System. Drawings and
maps shall be provided in electronic AutoCAD 2000 format. Garkane will keep
all information received from Sellers under this section confidential and, in the
event that the sale and purchase does not close, will return to Sellers or destroy
all documents and other information received .

10. Customer meters will be read jointly by TCP and Garl<ane on or about the
closing date. TCP will send final billings to the customers and will be entitled to
all customer payments for service provided prior to the closing. Sellers will be
responsible for any power purchases for usage prior to the closing date (meter
reading date)regardless of the billing date. TCP and Garkane shall jointly
coordinate this meter reading closing date with their appropriate power
suppliers so as to facilitate a seamless change in suppliers.

11. At closing, Garkane will establish which of TCP's outstanding electrical
accounts receivable are not older than 90 days. Forty-five (45) days after
closing, Garkane shall purchase such of those same receivables that as of that
date remain unpaid, at a discounted rate of 50%. This amount will also be
reduced by any outstanding balances of prepaid meter accounts. This purchase
amount will be paid directly to Sellers, in addition to the Purchase Price.

12. Garkane will be responsible to timely obtain all governmental and lender
approvals necessary to consummate the purchase of the System Assets and
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the provision of electricity to the residents and businesses of Hildale and
Colorado City.

13. Sellers will be responsible to timely obtain all governmental and lender
approvals necessary to consummate the sale of the System Assets.

14. Sellers will be responsible for timely compliance with all applicable rules and
statutes regarding sale or disposition of Municipal Utility Assets. Sellers will
proceed with promptness to get the issue placed on the next General Election
or at a special election called for that purpose of the sale of Twin Cities
Electrical Transmission, Substation, and Distribution System.

15. Bondholder's legal counsel will assist Garkane in securing required approvals
from Utah and Arizona Governmental Agencies.

16. Garkane and/or DGT must obtain a TSO delivery from Rocky Mountain Power
at Hurricane, Hildaie, or a mutually agreeable point in between .

17. Garkane and DGT must enter into a suitable purchased power contract
amendment for delivery of necessary power and energy at the delivery point
under RSA energy and capacity charges with a Facilities Charge not to exceed
$930,000 per year. In the event that the final negotiated rate from DGT
exceeds RSA or a facilities charge in excess of $930,000 per year the
Purchase Price in Section 3 shall be reduced by the net present value of the
difference in projected power cost over the 25 year window discounted at 7.5%.

18. Sellers will deem that.granting a franchise to Garkane in the former TCP
service area is beneficial, and will pass a resolution(s) to that effect. Sellers
shall submit the question of granting the franchise to the qualified electors at
the earliest practicable date. The franchise agreement between Colorado City
and Garkane will have a minimum term of 25 years, and shall include
acceptable provisions for renewal. The franchise agreement between Hildale
City and Garkane will have a minimum term of 30 years. Garkane will be
subject to assessment by Hildale and/or Colorado City of such franchise fees
and other charges as the respective city councils may impose from time to time
in accordance with the provisions of applicable law. Garkane has the right to
pass such fees through to the retail customers as a tax.

19. Garkane will establish an office for receipt of payment and customer service in
Hildale or Colorado Citylfor a minimum period of three years after the closing.
After the initial period the continuation of the office will be at the sole discretion
of Garkane's Board.

20. All customers of Garkane in the former TCP service area may be charged rates
equivalent to the existing TCP rates with a structure similar to the existing
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Garkane Rates. Future rate changes will be in proportion to rate changes to
other Garkane customers. Garkane reserves the right to allocate costs and
expenses to the TCP service area separate from other Garkane service areas
provided that those costs or expenses are directly attributable to costs or
expenses incurred in the TCP area. The rates and regulations for Colorado
City, Arizona customers must be approved by the Arizona Corporation
Commission substantially as presented and such approval must be satisfactory
to Garkane in its sole and absolute discretion. The rates and regulations for
Hildale, Utah customers must be approved by the Utah Public Service
Commission substantially as presented and such approval must be satisfactory
to Garkane in its sole and absolute discretion.

21. The customers acquired as part of this transaction by Garkane shall become
members of Garkane with all the rights and privileges of others members and
subject to the same rules and regulations of similar Garkane customers except
as herein provided.

22. Garkane will undertake a realignment of the Garkane Board districts during a
normal and regular District Election process, in order to properly and
adequately represent, at the discretion of Garkane's Board using prudent
business judgment, the interests of the additional approximately 1000 new
customers from TCP.

23. Garkane will extend offers of employment to the two existing TCP Journeyman
Linemen.

24. This entire Memorandum of Understanding is contingent upon releases from
Colorado City, Hildale and the Bondholders (or the Trustee) from any and all
current and future debts and liabilities for the transfer of Twin Cities distribution
system to Garkane. .

25. Arizona Rev. Stat. Ann. 38-511 applies to this contract as if fully set forth
herewith, which allows cancellation of this contract, within three years after its
execution if any person significantly involved in initiating, negotiating, securing,
drafting, or creating the contract on behalf of the state, its political subdivisions
or any of the departments or agencies of either is, at any time while the contract
or any extension of the contract is in effect, an employee or agent of any other
party to the contract in any capacity or consultant to any other party of the
contract with respect to the subject matter of the contract. The Parties will
provide to Garkane notarized, sworn affidavits from each person significantly
involved in initiating, negotiating, securing, drafting, or creating the contract on
behalf of the state, its political subdivisions or any of the departments or
agencies stating that they and their actions are in full compliance with Arizona
Rev. Stat. Ann. 38-511.
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26. Upon execution of this Memorandum of Understanding by all parties, the
parties will enter into negotiations for the development, approval and execution
of:

a. A Purchase and Sale Agreement for the System Assets between Garkane
and Sellers, and

b. A Settlement Agreement and Release between Wells Fargo (on behalf of
the bondholders), Hildale and Colorado City with respect to amounts owed

i. By Hildale to the bondholders on account of the outstanding
revenue bonds issued in 1995 and 1997, and

ii. By Colorado City to Hildale and/or the bondholders under a certain
Power Sales Contract dated December 15, 1995.

27. Without limiting the generality of the foregoing, the parties acknowledge and
agree that all obligations of the Sellers contemplated here under are contingent
on:

The full, complete, and permanent release and discharge of the Sellers
from any and all debts, liabilities, obligations or claims of any kind or
nature whatsoever by or through any of the parties to this Memorandum,

b. The irrevocable commitment by Garkane to provide electric service to the
residents and businesses of Colorado City and Hildale subject to Garkarne
obtaining all necessary approvals in satisfactory form to Garkane and

c. Approval of this Memorandum and all subsequent agreements pertaining
to .the subject matter hereof by the Colorado City Town Council, Hildale
City Council, Wells Fargo Bank as Trustee for Bondholders, and Garkane
Energy Board of Directors.

28. Final Closing of this Purchase/Sale Transaction will be contingent upon
approval of the final documents and transaction by and/or receipt of necessary
approvals from 2

2.
3.

5.
6.
7.
8.

Garkane Board of Directors
Twin Cities Board of Directors
Hildale, UT. Town Council
Colorado City, AZ Town Council
Wells Fargo Bank as Trustees for Bondholders
Affirmative vote of Hildale and Colorado City residents
Utah Public Service Commission
Arizona Corporation Commission
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9.
to.
11.
12.

Rural Utilities Service (RUS)
National Rural Utilities Cooperative Finance Corporation (CFC)
DGT Board of Directors (Purchase Power Contract Cnly)
Federal Energy Regulatory COmmission (FERC)

29. Sellers acknowledge that Garkane must receive various regulatory approvals
from the Arizona Corporation Commission ("ACC") as a precedent to and in
order to close the Purchase/Sale Transaction as .well as to commence
providing electric service to Colorado city, Arizona. These regulatory
approvals include, but are not limited to, expansion of Garkane's service
territory to include areas sufficient and necessary to provide electric service to
Colorado City as well as the rates, tariffs and rules and regulations under which
Garkane is willing to provide electric service (the "Necessary Regulatory
Approvals"). Should the ACC refuse to issue the Necessary Regulatory
Approvals or if it attaches to any of the Necessary Regulatory Approvals
modifications, terms or conditions which are unacceptable in Garkane's sole
and absolute discretion, then Garkane may cancel the Purchase/Sale
Transaction upon written notice to the other parties.
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These terms and conditions are acceptable as a basis to negotiate the specific
transaction hereby contemplated.
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EXHIBIT B



Legal Description of the Metes and Bounds
Colorado City, Mohave County, Arizona

Beginning at a point in Range 6 West Township 42 North, the Northwest Corner of
Sec 31 on the Utah/Arizona State Line, thence East along the Arizona State Line, Sec 3 l,
32, 33, to the North Quarter Corner of Sec 33° thence South to the South QUarter Corner
of Sec 33, Range 6 West, Township 42 North, which also is the North Quarter Corner of
Sec 4, Township 41 North, Range 6 West, thence South along the Quarter Line of Sec 4
& 9 to the South Quarter Corner of Sec 9, thence West along the South Boundary of
Sec 9 8 and 7 to the Southwest Comer of Sec 7 Township 41 North, Range 6 West,
thence North along the West Boundary of Sec 7, and Sec 6, Township 41 North, Range 6
West and continuing North along the West Boundary of Sec 31, Township 42 North,
Range 6 West to the point of beginning.

EXHIBIT "B"
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EXHIBIT 3

MEMORANDUM

To:

From:

Vicky Wallace
Chief, Consumer Services and Special Projects
Utilities Division

Prey Baht
Electric Utilities Engineer
Utilities Division

Date: March 13, 2009

Subj act: Garkane Energy Cooperative, Inc..-- Application to extend their Certificate of
Convenience and Necessity to include Colorado City, Arizona
(Docket No. E-01891A-08-0598>

INTRODUCTION

On December 15, 2008, Garkane Energy Cooperative, Inc. ("Garkane" or Cooperative")
tiled an application ("Application") with the Arizona Corporation Commission ("ACC" or
"Colnlnission"), seeldng authorization for expanding its Certificate of Convenience and
Necessity ("CC&N") to provide electric service to Colorado City (in Arizona). The Cooperative
will also serve Hildale (in Utahl). These two cities are called the "Twin Cities." This filing only
concerns service to Colorado City.

Within its existing CC&N, Garkane is presently serving approximately 700 customers in
Arizona with a total load of approximately 4 MW. Of these, approximately 600 customers are in
the vicinity of Colorado City (within a 15-minute drive). The Colorado City load is
approximately 5 MW. Therefore, the total system load of the Cooperative will be about 9 MW if
it acquires ACC approval to provide service to Colorado City. Garkane's provision of service in
the area should be more efficient and cost effective if the Application is approved.

DESCRIPTION OF FACILITIES AND PROPOSED SERVICE TO COLORADO CITY

Currently, Twin Cities takes power delivery from Utah Associated Municipal Power
Systems ("UAMPS") at Hurricane City's Cliff Wilson Substation over a 23-mile long 69 kline.
According to information received from the Cooperative, Rocky Mountain Power ("RMP")
would install one disconnect switch outside of the Cliff Wilson Substation between the RMP 69
kV line and die Twin Cities 69 kV line and utilize the existing 69 kV line to provide service to
Twin Cities. Power will be received from the Deseret Power Cooperative ("Deseret") via the

2

1 Notification of Hildale acquisition has been made to the Utah PUC pursuant to its rules.
z Deseret Power Cooperative is a generation cooperative in Utah. Garkane would receive additional power delivery
from Deseret for Colorado City under the existing wholesale power contract if die Application is approved.



Garkane Energy Cooperative, Inc .
Electric Service to Colorado City
Docket No. E-01891A-08-0598
Page 2 off

Rocky Mountain Power system delivered through the 69 kV Toqueryille Substation, which is
approximately 5 miles Hom the Cliff Wilson Substation.

Garkane is presently serving all its Arizona customers, including the 600 customers in the
Colorado City area, from Glen Canyon over approximately 100 miles of line consisting of 30
miles of 138 kg, 30 miles of 69 kg, 30 miles of 34.5 kV and 10 miles of 12.5 kV lines. RMP
plans to upgrade the 69 kV line between the Toquerville Substation and Cliff Wilson substation
in 201 l. At that time, the upgraded line will be able to carry additional power needed to serve all
of Garkane's Arizona customers in the Colorado City area. This arrangement will offer the
Cooperative significant savings in reduced system losses, because the power flow distance would
decrease from approximately 100 miles to 28 miles.

A one-line diagram showing Garkane's electric system serving Arizona customers and
the proposed Twin Cities area is attached as Exhibit 1.

Currently, because of depressed economic conditions and inadequate amount of work,
there are only two part-time maintenance crew members serving the customers of Twin Cities.
Maintenance crew staff that responds to the Arizona customers in the Colorado City area comes
from Garkane's office at  Kan ab in Utah. They t ravel for  about  one hour  to reach these
customers. If the Application is approved, the Cooperative will have sufficient customers in the
Colorado City area to dedicate full time positions and reduce repair time and improve quality of
service to customers.

STAFF'S ANALYSIS, CONCLUSIONS AND RECOMMENDATION

Staff has reviewed the Applica t ion,  and,  based on the informat ion received from the
Cooperative by way of data  responses and verbal discussions with Mr.  Mike Avant,  Staff
concludes as follows :

•

Garkane has sufficient resources to serve the additional load of Colorado City,
Sufficient transmission capacity exists to deliver power to Colorado City,
Garkane will have sufficient work for  the existing two part-t ime maintenance crew
members  to make them permanent  a s  they would be able to addit iona lly serve a
significant number of existing Arizona customers in close proximity to Colorado City,
The ability to serve the composite load of Arizona customers and that of Twin Cities
would result in operational efficiencies and improved reliability in providing quicker
response to customer outages, as the maintenance staff would not have come from the
present Garkane area office located at Kan ab, Utah, which is one hour away from the
Twin Cities.

After  2011, when the 69 kV Toquerville to Cliff Wilson transmission line is upgraded,
Garkane will divert the Deseret generation, now coming from Glen Canyon, approximately 100



Garkane Energy Cooperative, Inc.
Electric Service to Colorado City
Docket No. E-01891A-08-0598
Page 3 of 4

miles away, to Toquerville, which is only 28 miles away. This will result in significant savings
in reduced system losses.

Based on the above aNalysis, Staff concludes that, from a technical, reliability and economic
stand-point, Me Cooperative's proposal to expand its CC&N to serve Colorado City is reasonable
and appropriate. Staff, therefore, recommends that Commission approve this Application,
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EXHIBIT 4

MEMORANDUM

TO: Vic ld Wallace
Chief of Consumer Services - Utilities Division

FROM: Candrea Allen @
Public Utilities Analyst - Utilities Division

DATE : March 11, 2009

GARKANE ENERGY COOPERATIVE, INC. APPLICATION FOR APPROVAL
T O EXT END IT S  CERT IFICAT E OF  CONVENIENCE AND NECESSIT Y
(DOCKET no. E-01891A-08-0598)

Introduction

On December 12, 2008, Garkaxie Energy Cooperative, Inc. ("Garkane" or "Applicant" or
"Company") filed an application with the Arizona Corporation Commission ("Comlnission") to
extend its Certificate of Convenience and Necessity ("CC&N") to provide electric service to the
Colorado City area, Arizona. Garkane provides service to approximately 11,600 customers.
According to the application, there are approximately 700 customers located primarily in the
Colorado City area.

The application indicates that in 1993, Colorado City, Arizona and Hildale, Utah (the
"Twin Cities"), created municipal utilities. Garkane entered into agreements with the Twin
'Cities to sell its facilities to the Twin Cities. In Decision No. 58571 the Commission approved
die transfer of Garkane's assets and cancellation of the applicable portion of its CC&N relevant
to service in the Colorado City area. Garkane ceased providing electric service to the Colorado
City area in April 1994.

According to the application, contingent on Commission approval, Garkane has entered
into a Memorandum of Understanding ("MOU") with Trustee for die Twin Cities' bondholders
to purchase the Twin Cities' utility assets, including those that currently serve the Colorado City
area. The MOU requires closing of the transaction no later than June 30, 2009.

Staff Analvsis

I

RE:

According to the applicat ion,  Garkane indicated that  it  will provide service to the
customers in the Colorado City area according to the rates and charges contained in its current
Commission-approved tariffs.



Customer Class Monthly
Customer

Charge

kph charge kW Charge

Residential (prepaid and non-
prepaid accounts)

$20.00 $0.122 per k p h n/a

Small Commercial <30 kW $20.00 $00826 per  kph $5.00 per kW

Govemment!Utility/Schools
<30 kW

$20.00
$0.0826 per kph

$5.00 per kW

Large Commercial >30 kW $20.00 $0.060 per  kph $12.00 per kW

Large Government
Utile /Schools > 30kW

$20.00 $0.060 per  kph $12.00 per kW

Small Industrial/Retail $20.00 $0.122 per  kph na

Customer Class Monthly
Customer

Charge

kph Charge kW Charge Annual Base
Charge

Residential $12.50 $0.06907 per  kph n/a n/a

Irrigation n/a $0.05723 per  kph $5.31 per kW $75.00 single phase

$125.00 three phase

Commercial/Industrial/Public
blogs/Authorities

$12.50 $0_05845 per kph $6.37 per kW n/a

Customers with demand of >50
kW

$20.00 $0.06115 per  kph $6.37 per kW n/a

Garkane Energy Cooperative,  Inc.
Docket  No. :  E-01891A-08-0598
Page 2

I n  r esp on se  t o  S t a f fs  d a t a  r eq u es t ,  Ga r k a n e  i n d i ca t ed  t h a t  t h e  fo l l owi n g  r a t es  a r e
currently being charged by the Twin Cities :

Gar kan e' s  Commission -appr oved ta r i ffs  in clude th e fol lowin g r a tes  th a t  th e Compan y
currently charges its other customers :

Garkane also has a wholesale power cost adjustment mechanism, but the adjustor rate is
currently set at zero.

Gar kan e en ter ed in to wh olesa le power  cost  a r r an gemen ts wi th  Deser et  Power  Elect r ic
C oop e r a t i ve  fo r  e l e c t r i c i t y t o  be  s e r ve d  t o  t h e  C o l o r a d o  C i t y a r e a . T h e  c o s t  o f  t h e s e
ar r an gemen ts i s  appr oximately $900,000 mor e expen sive each  year  th an  th e wh olesa le power
costs a t t r ibutable to Garkane' s  other  customer s in  Ar izona .  In  order  to r ecover  the addi t iona l
costs to serve the Colorado City area,  Garkane has included,  as par t  of i ts wholesale power  cost



Customer Class FAC Rate
Residential 30.037317 per kph
Residential (Twin Cities
prepaid accounts)

$0.037412 per kph

Small Commerclal $0.006177 per kph
Large Commerclal $0.015035 per kph
Small and Large Public
Buildings

$0.003956 per kph

Small Industrial and
Retail

$0.020568 per kph

Garkane Energy Cooperative, Inc.
Docket No. E-01891A-08-0598
Page 3

adjustment mechanism, a Fuel Acquisition Adjustment Charge ("FAC"), calculated by customer
class. According to Garkane, the FAC is fixed based on the additional costs to serve the
Colorado City area. The FAC will be in addition to the monthly customer charge and energy
charge. In addition, the Twin Cities has residential customers with prepaid electric accounts.
However, Garkane was unable to acquire the system to provide service to the customers with
prepaid accounts. Therefore, Garkane will incorporate the Twin Cities prepaid account holders
into its residential customer category. The FAC for the Twin Cities customers with prepaid
accounts will be $0.037412 per kph. The following FAC will be applied to only the customers
in the Colorado City area:

As an example, under the current Twin Cities rates, a residential (prepaid or non-prepaid)
customer using 500 kph per month is paying approximately $81 .00 per month. With Garkane's
current Commission-approved rates, a residential (non-prepaid) customer using 500 kph per
month will pay approximately $65.69 per month. A residential (prepaid) customer using 500
kph per month will pay approximately $65.74 per month. The following tables compare the
monthly bills a customer could expect to see from the Twin Cities and the monthly bill a
customer can expect to see Hom Garkane's current Commission-approved rates that will he
charged to the customers in the Colorado City area:



Customer Class* Total Monthly
Bill

Twin Cities

Total Monthly
Bill

Garkane**

Difference

Residential (500 kph) $81.00 $65.69 -$15.31
Residential Prepaid
Accounts (500 kph)

$81.00 $65.74 -$15.26

Small Commercial (23 kW
and 5,000 kph)

$548.69 $483.03 -$65.66

Large Commercial (37 kW
and 10,000 kph)

$1,063.26 $1,017.14 -$46.12

Small Public Buildings (16
kW and 5,000 kph)

$512.30 $425.55 -$86.75

Large Public Buildings (32
kW and 10,000 kph)

$1,000.63 $873.11 -$127.52

Small kldustrial and Retail
(16 kW and 5,000 kph)

$630.00 $529.61 -$100.39

Garkane Energy Cooperative, Inc .
Docket No. E-01891A-08-0598
Page 4

*Assuming the kW demand and kph usage.
**Includes the FAC

Garkane's charges include the FAC. For  each customer  class,  Garkane's current rates are
lower than the rates charged by the Twin Cities.

Recommendations

Based on Garkane's experience as an electr ic utili ty,  Staff believes that Garkane is fit  and
proper  to provide service to the r equested extension  ar ea . Sta ff r ecommen ds th e appr ova l  of
Garkane's appl icat ion  to extend i ts CC&N as discussed herein .  Staff r ecommends that  Garkane
charge i ts cur ren t  Commission-approved rates and charges including the FAC, to the requested
ex t en s i on  a r ea ,  un t i l  fu r t h er  or der ed  by t h e  Com m i ss i on . St a ff  fu r t h er  r ecom m en ds  t h a t
Garkane's application be approved to serve only the requested extension area.



EXHIBIT 5

TOWN OF COLORADO CITY, ARIZONA

ORDINANCE no. 2008-04

AN ORDINANCE GRANTING AN ELECTRIC UTILITY FRANCHISE TO GARKANE ENERGY COOPERATIVE, INC.

AN ORDINANCE GRANTING GARKANE ENERGY COOPERATIVE, INC, A UTAH CORPORATION, THE RIGHT,
PRIVILEGE AND FRANCHISE TO CONSTRUCT, MAINTAIN. AND OPERATE UPON, OVER, ALONG, ACROSS
AND UNDER THE STREETS, AVENUES, ALLEYS, HIGHWAYS, BRIDGES AND OTHER PUBLIC RIGHTS-OF-WAY
IN THE TOWN OF COLORADO CITY, ARIZONA, ITS ELECTRIC DISTRIBUTION AND TRANSMISSION SYSTEM
AND NECESSARY APPURTENANCES FOR THE PURPOSE OF SUPPLYING ELECTRICAL POWER TO THE
TOWN, ITS SUCCESSORS, THE INHABITANTS THEREOF, AND INDIVIDUALS AND ENTITIES WITHIN THE
LIMITS THEREOF; PRESCRIBING CERTAIN RIGHTS, DUTIES, TERMS AND CONDITIONS; PROVIDING FOR
THE SUBMISSION HEREOF TO THE ELECTORS FOR THEIR APPROVAL; AND DECLARING AN EMERGENCY.

WHEREAS, Garkane Energy Cooperative, Inc., a Utah corporation, (the "Company") has offered to
purchase from The Town of Colorado City (the "Town"), and the Town has agreed to sell to the
Company, all of the Town's electric distribution utility system (the "Sale"); and

WHEREAS, as a condition of the Sale, the Company desires to receive from the Town a contractual
franchise to operate an electric distribution and transmission system within the corporate limits of the
Town, as such limits may be modified through annexation from time to time, and

WHEREAS, the Town Council of Colorado City, Arizona desires to grant to the Company such a franchise
on termsand conditions set forth in this ordinance;

THEREFORE, be it ordained by the Mayor and Council of the Town of Colorado City, Arizona, as
follows:

1. Repealing and Renlacina. This ordinance repeals and replaces conflicting ordinances.

2. Grant of Franchise. There is hereby granted by the Town to the Company and its successors and
assigns the right and privilege to do the following:

Construct, erect, maintain, relocate, upgrade and operate its electric distribution and
transmission system, as defined herein, upon, over, along, across, above and under the
present and future public rights-of-ways (herein called "Franchise Area").

The electric distribution and transmission system includes all poles, wires, cables,
underground conduits, manholes and other electric fixtures necessary or proper for
the construction, maintenance and operation of the system.

ii. The present and future rights-of-way include, but are not limited to, streets, alleys,
highways, bridges and other public ways now laid out or dedicated, and all
extensions, additions, improvements or upgrades thereof within the limits of the
Town, and any part thereof, either as now.located and as may be hereafter or
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extended within the present or any future limits of the Town. The Town also grants
to the Company a license to use all rights-of-way and easements owned by the
Town across private property.

Use of the Town's public rights-of-way to supply, distribute and furnish electrical power and
energy, associated services to Town, its successors, the inhabitants thereof, and all
individuals and entities either within or beyond the limits thereof, for all purposes.

Provide such additional services, perform or make such additional improvements, and
construct such additional facilities as may from time to time be required by applicable
federal, state, or local law with respect to any activities of the Company or which may be
necessary to provide service to existing or future customers within the Franchise Area
related to its electric distribution and transmission system.

3. Non-Exclusive Franchise
a. This Franchise is a non-exclusive franchise to the extent that the Company has been granted

a certificate by the Arizona Corporation Commission to service any part or all of the
Franchise Area and for so long as such certificate remains in full force and effect. Given the
non-exclusive nature of this Franchise, nothing contained herein shall be construed to
prevent the City from granting other like or similar grants or privileges to any other person,
firm or corporation. .

J

J

b. The Town shall not directly or indirectly, during the term of the Franchise, undertake in any
manner to sell, supply, distribute or furnish electric power and energy for retail or end~use
consumption to any Person located within the Franchise Area, except as required by federal
or state statute, provided that the Town shall not exercise any option it may have under
such statues in a way that would have the effect of nullifying its commitment under this
provision, if it can reasonably avoid doing so in a manner consistent with its obligations to
its citizens.

4.
a.
Compliance With Applicable Laws and Ordinances

The Company shall, at all times during the term of this Franchise, be subject to and shall
comply with all lawful exercise of the police power by the Town, such lawful regulation of
general and non-discriminatory application as the Town shall from time to time by
resolution or ordinance provide, and all rules and regulations of any other governing
authority having jurisdiction.

b. The Company shall, at all times during the term of this Franchise, furnish and supply electric
power and energy to residents of the Town within the Franchise Area in such a manner as
shall be reasonably calculated to satisfy any legal obligation of the Town to provide for such
utility service within the corporate limits of the Town.

I

In particular, the Company represents and warrants that it shall use its best efforts to
upgrade and maintain its electric distribution system in the Franchise Area as necessary to
provide retail electric service to its members located within the Franchise Area that is similar
in quality and reliability to the service that other members of the Company receive. Taxes
and fees imposed on the Company by the Town or other jurisdictions shall not be included
in such service rate comparison.
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5.
a.
Compliance with Town Practice

The Company shall perform all construction under this Franchise in accordance with the
National Electrical Safety Code, Rural Electrification Administration design and construction
standards, and Service Rules and Regulations as approved by the Arizona Corporation
Commission (collectively the "Rules and Regulations"). The Town will not enact or apply any
requirements that conflict with the Rules and Regulations. The Town shall promptly
reimburse the Company for all costs, both direct and indirect, associated with complying
with any Town-imposed special standards or requirements in excess of the Rules and
Regulations. Without limitation, the Company shall comply with requirements of the Town
regarding street cuts. Such construction shall be completed within a reasonable time.

Before the Company makes any installations in the public rights-of-way, the Company shall
apply for and obtain from the Town such permit or permits as are required by the Town for
work in the public rights-of-way, and submit for approval a map showing the location of
such proposed installations to the Town. The Town shall issue such permit or permits to the
Company on such conditions as are reasonable and necessary to ensure compliance with
the terms and conditions of this Franchise. The Town shall issue such permits within seven
(7) calendar days of their submittal and shall not unreasonably deny the issuance of such
permits.

c. The Town shall provide to the Company, at least ninety (90) days before the end of each
calendar year, maps showing the location(s) and projected load data for all new or upgraded
service requirements within the Town's planning area reasonably anticipated within the
next calendar year. The Company will use such information to prepare an annually-updated
proposed capital plan and foreseeable future corridor plans for all improvements in the
Town's planning area.

If the Town undertakes, either directly or through a contractor, any construction project
adjacent to the Company's electric distribution and transmission system operated pursuant
to this Franchise, the Town shall notify the Company of such construction project during the
design phase of the project. The Town will coordinate its construction schedule with the
Company. The Company will take steps as are reasonably necessary to maintain safe
conditions throughout the construction project, including, but not limited to the temporary
removal or barricading of the Company's system or equipment, the location of which may
create an unsafe condition in view of the equipment to be utilized or the methods of
construction to be followed by the Contractor, at the Town's cost.

6. Construction and Relocation of Company's Facilities
a. All electric distribution and transmission system facilities installed or constructed pursuant

to this Franchise shall be located and erected as to (i) minimize the interference with the
proper use of streets, roads, alleys, parks and other public ways and places and (ii) cause
minimum interference with the rights or reasonable convenience of property owners who
adjoin any of the said streets, roads, alleys, parks or other public ways and places in the
Town. The location of all electric distribution and transmission facilities in place upon the
Effective Date are deemed to be approved by the Town.
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b. All electric distribution and transmission system structures, lines and equipment erected by
the Company within the Town shall be erected and placed in accordance with applicable
safety codes and regulations.

c. The Town shall have the right to inspect all phases of construction or installation work
performed, subject to the provisions of this Franchise, to ensure compliance with governing
ordinances. The Company shall correct any construction or installation found by the Town
not to be in compliance with this Franchise or other applicable safety codes and regulations.
Nothing herein shall create any obligation of the Town to the Company or any third party, or
give rise to a claim for failure to supervise or inspect or to a claim for improper inspection,
supervision direction.

d. The Company shall not install, construct, maintain or use its electric distribution and
transmission system in a manner that damages or interferes with any existing facilities of
another utility located in the public right-of-way.

e. The Company shall keep accurate installation records of the location of all electric
distribution and transmission system facilities in the public rights-of- way and furnish them
to the Town upon request. Upon completion of new or relocation construction of
underground facilities in the public rights-of-way, the Company shall provide the Town with
corrected drawings showing the actual location of the underground facilities in those cases
where the actual location differs from the proposed location. The Company shall maintain
installation records pursuant to Arizona Revised Statutes Section 40-36030.

f . All underground abandoned lines shall continue to remain the property of the Company,
unless the Company specifically acknowledges otherwise to the ToWn Engineer and such is
accepted by the Town.

g. Except as otherwise provided herein, the Company shall bear the entire cost of relocating its
electric distribution and transmission system facilities located on public rights-of-way, the
relocation of which is necessary for the Town's carrying out of its governmental functions.
The Town shall bear the entire cost of relocation of the Company's electric distribution and
transmission system facilities located on private or public rights-of-way if such relocation is
necessary for the Town to carry out its governmental functions and the Town had previously
approved the location of the subject facilities. All functions of the Town that are not
specifically determined by law to be proprietary are governmental. Governmental functions
include, but are not limited to, the following:

iii.

iv.
v.

Any and all improvements to the Town streets, alleys, avenues and Town property,
Establishing and maintaining domestic gas, water systems, sanitary sewers, storm
drains, water, and related facilities,
Establishing and maintaining municipal parks, parking lots (or parking spaces),
parkways, pedestrian malls, or grass, shrubs, trees and other vegetation for the
purpose of landscaping any street or public property;
Providing fire protection and other public safety functions; and
Collection and/or disposal of garbage and recyclable materials.
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h. The Town reserves its prior superior right to use the public rights-of-way and Town
property, including the surface areas, for all public purposes, funded with public funds.
When the Town uses its prior superior right to the public rights-of- way or other Town
property, the Company shall move its property that is located in the public rights-of-way, or
on other Town property, at its own cost, to such location as the Town directs. The Town
shall bear the entire cost of relocation of the Company's electric distribution and
transmission system facilities located on private or public rights-of-way if the Town
previously approved such location(s).

Where the Town has a prior superior right to use the public rights-of-way, or where Town
facilities occupy public rights-of-way under authority of a Town permit, license or franchise,
the Company shall bear the entire cost of relocating any of the Company's electric
distribution and transmission system facilities that are already located. in the public rights-
of-way. The Town shall bear the entire cost of relocation of the Company's electric ,
distribution and transmission system facilities located on private or public rights-of-way if
the Town previously approved the location(s). The Town and the Company agree that the
Town is not a party to disputes among permittees using the public rights-of-way.

j. If the Town participates in the cost of relocating the Company's electric distribution and
transmission system facilities for any reason, the cost to the Town shall be limited to those
costs and expenditures reasonably incurred for relocating such facilities in accordance with
the Rules and Regulations. Costs to the Town fo.r relocation of the Company's electric
distribution and transmission system facilities shall not include any upgrade or improvement
of the Company's electric distribution and transmission system as it existed prior to
relocation unless so agreed upon bathe Town. Prior to payment by the Town, the Company
shall provide an itemization of such costs and expenditures.

k. The Town will not exercise its right to require the Company's electric distribution and
transmission system to be relocated in an unreasonable or arbitrary manner, or to avoid its
obligations under this Franchise.

7.
a.
Restoration of Rights-of-Way.

If, in the installation, use or maintenance of its electrical distribution or transmission system
the Company damages or disturbs the surface or subsurface of any public roador adjoining
public property or the public improvement located thereon, therein, or thereunder, the
Company shall promptly, at its own expense and in a manner acceptable to the Town,
restore the surface or subspace of the public road or public property, or repair or replace

the public improvement thereon, therein, or thereunder, in as good a condition as before
such damage or disturbance, or as may be required by construction standards established
by the Town issued permit, and shall maintain the restoration in an approved condition for a
period of two (2) years.

b. Except due to circumstances beyond the Company's control, if such restoration, repair or
replacement cannot be completed within a reasonable time or pursuant to the Town issued
permit or fails to meet the Town's duly adopted standards, as may be amended from time
to time, the Town may, after prior notice to the Company, perform the necessary
restoration, repair or replacement either through its own forces or through a hired
contractor, and the Company agrees to reimburse the Town for the expense it incurred in
performing the necessary restoration, repair or replacement within thirty (30) days after
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receipt of an invoice from the Town. The Town shall give ninety (90) days notice to the .
Company before amending any of the Town's adopted standards that could be applicable to
the Company.

indemnification
The Town shall be neither liable nor responsible for any accident or damage that may occur
in the construction, operation or maintenance by the Company of its electric distribution
and transmission system. The acceptance of this Franchise shall be deemed an agreement
on the part of the Company to indemnify the Town and hold it harmless against any and all
liability, loss, cost, damage and expense (including, without limitation, attorneys' fees)
which may accrue to the Town by reason of the negligence, fault or misconduct of the
Company, its agents or employees, or violation of any applicable environmental regulations
or standards, in the construction, operation, maintenance or removal and disposal of the
Company's electric distribution and transmission system under this Franchise, including the
maintenance of barricades and traffic control devices in construction and maintenance
areas.

b. The Company shall defend, indemnify, and save the Town harmless from any expenses and
losses incurred as a result of injury or damage to third persons occasioned by the exercise of
this Franchise by the Company, provided, however, that such claims, expenses and losses
are not the result of any willfully or grossly negligent acts of the Town.

c. The Company shall have and maintain throughout the term of this Franchise liability
insurance and/or a program of self-retention or general assets to adequately insure and/or
protect the legal liability of the Company with reference to the installation, operation and
maintenance of the electric distribution and transmission system, together with all the
necessary and desirable appurtenances authorized herein to occupy the public rights-of-
way. Such insurance, self-retention or general asset program will provide protection for
bodily injury and property damage including contractual liability and legal liability for
damages arising from explosion, collapse and underground incidents.

d. The Company shall file with the Town documentation of such liability insurance, self-
retention or general asset program within sixty (60) days following the effective date of this
Franchise and thereafter on an annual basis.

9.
a.
Franchise Fee

The COmpany shall pay to the Town in consideration of the grant of this Franchise a sum
equal to two percent (2%) of its gross revenues derived~from the sale at retail by it of
electricity for residential, commercial and industrial Purposes/customers, within the present
or any future corporate limits of the Town as shown by the Company's billing records. Such
payments are to be due and payable monthly and postmarked on or before the last cale.ndar
day of the month following the month in which the franchise fee accrues.

b. In the event the payment is received later than the fifteenth (15*") calendar day of the
second month following the month in which the franchise fee accrues, interest of one point
five percent (1.5%) monthly shall accrue on the entire amount due. The interest and penalty
may be waived by the Town if the failure to postmark by the due date was the result of a
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casualty that renders the Company unable to compute or estimate the liability from the
business records.

c. For the purpose of verifying amounts payable hereunder, the books and records of the
Company shall be subject to inspection or audit by duly authorized officers or
representatives of the Town at reasonable times.

d. All such fees and charges levied by the Town upon the receipts or operations of the
Company may be passed through to the Company's customers who receive electrical service
within the Franchise Area.

10. Additional Fees and Taxes. Notwithstanding any provision contained herein to the contrary, the
Company shall pay any lawful taxes, fees, charges or assessments adopted by the Town from
time to time during the term of this Franchise, including without limitation any transaction
privilege tax, use tax or property tax levied and collected by or on behalf of the Town pursuant
to the Town or State Tax Code, on the delivered value of electric power and energy Sold by the
Company to members and customers within the Franchise Area. The Company may include any
such taxes, fees charges and assessments in its rates or bills to the customers in the Franchise
Area.

11. Records and Reports. During the term of the Franchise, the Town shall have access at all
reasonable hours to all of the Company's accounting, financial, and statistical records relating to
the properties and the operation of the Company within the Franchise Area. The Company shall
provide to the Town within one hundred eighty (180) days after the end of each year an annual
summary report, which summary report shall be certified by the duly elected President or Chief
Financial Officer of the Company, showing the gross revenues received by the Company and
expenses from its operations during the prior year.

12. Town Reserves Certain Powers and Rights. The Town expressly reserves unto itself, subject to
the limitations of the Constitution and laws of Arizona, certain Powers which may be necessary
or convenient for the conduct of its municipal affairs, and for the health, safety, and general
welfare of its inhabitants, including, among other things, the right to pass and enforce
ordinances to allow proper and adequate extensions of the service of the grant hereby made,
and to protect the public from danger or inconvenience in the operation of any work or business
authorized by the grant of this Franchise, and the further right to make and enforce all such
regulations as shall be reasonably necessary to allow adequate, sufficient and proper service
extensions and accommodations for the people and insure their comfort and convenience.

13. Dispute Resolution. This Franchise Agreement shall be governed by and construed in
accordance with the laws of the State of Arizona. Any dispute, controversy, claim or cause of
action arising out odor related to this Franchise Agreement may, but in no eventneed, be
settled by submission, with the written consent of both parties, to binding arbitration in
accordance with the rules of the American Arbitration Association and the Arizona Uniform
Arbitration Act, Arizona Revised Statutes Section 12-1501, et.seq., and judgment upon any
award rendered by the arbitrator(s) shall be entered in the SuperiorCourt of Mohave County,
Arizona. The venue for any such dispute shall be Mohave County, Arizona. Both parties consent
in advance to such venue and jurisdiction and waive any right that Mohave County is an
inconvenient forum based upon lack of venue. Neither party shall be entitled to recover from

1919330v3/10703-0001 7



a
I n

the other party any of its attorneys' fees, costs or expert witness fees incurred in such dispute,
controversy, claim or cause of action, but each party shall bear its own attorneys' fees, whether
the same is resolved through arbitration, litigation in a court or otherwise.

14. Notices. Any notice required or permitted to be given hereunder shall be in writing, unless
otherwise expressly permitted or required, and shall be deemed given (i) upon hand delivery to
the person then holding the office shown on the attention line of the address below, or, if such
office is vacant or no longer exists, to the person holding a comparable office, or (ii) on the third
(3"') business day following its deposit with the United States Postal Service, first class and
certified or registered mail, return receipt requested, postage prepaid, and addresses as follows:

The Town: Town Manager
Town of Colorado City
P.O. Box 70
25 South Central Street
Colorado City, Arizona 86021

The Company: General Manager/CEO
Garkane Energy Cooperative, Inc.
120 West 300 South
Box 465
Loa, Utah 84747

15. Approval of Electors. This Franchise Agreement/Ordinance is subject to the approval of the
electors of the Town. The Town shall be responsible for all of the costs the Town incurs in
drafting and approval of the Franchise, including conducting the franchise election.

16. Effective Date and Term
This Franchise shall take effect when the Company executes this ordinance in the space
below and delivers the executed ordinance to the Town Clerk, and after its approval by the
majority of the qualified electors residing within the corporate limits of the Town and voting
thereon at a special municipal election to be held in the Town for that purpose and upon the
final closing of the Company's acquisition of the Twin Cities System and the transfer of
system operations to the Company (the "Effective Date").

a.

b. The Franchise shall continue in force and effect for a term of twenty-five (25) years after the
Effective Date, unless sooner terminated as provided herein.

c. In the event the Company fails to comply with any of the provisions of this Franchise and
that failure continues for a period of ninety (90) days after written notice by the Town to the
Company, all rights of the Company under this Franchise may be terminated by the Town
upon written notice of termination, and the term of the Franchise shall thereupon cease.

17. Assignment or Transfer. This Franchise and the rights hereunder are non-transferable and non-
assignable, except as such assignment or transfer is approved by the Town in writing. The right,
privilege and franchise hereby granted may not be leased, assigned, transferred or otherwise
alienated in whole or in part by the Company, its successors and assigns, without the prior
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consent of either the Town or (if applicable) the Arizona Corporation Commission. Such prior
consent from the Town will not be unreasonably withheld.

18. Procedure after Termination or Revocation
Upon the revocation of this Franchise, or at the end of the term of.this Franchise, all rights,
duties, and obligations or undertakings of the Company under this Franchise shall terminate.
The Town shall have the right to determine whether the Company may continue to maintain
its electric distribution and transmission system within the Franchise Area pending the
decision of the Town as to the future maintenance and operation of the Company's electric
distribution and transmission system.

b. Absent a written agreement between the Town and the Company, the Town shall be
deemed to have directed removal of the electric distribution and transmission system from
the entire Franchise Area within one (1) year after the end of the term of the Franchise.

The Town shall reasonably cooperate with and not interfere in the Company's right to
remove its property, plant and equipment. Nothing in this paragraph shall be deemed or
decreed to be a consent by the Company to the Town's use of the Company's poles, wires
and other facilities to provide electrical service to citizens of the Town.

19. Conflict of Interest. This Franchise Agreement may be terminated in accordance with Arizona
Revised Statutes Section 38-511 without penalty or further obligation if any person significantly
involved in initiating, negotiating, securing, drafting or creating this Franchise Agreement on
behalf of the Town is, at any time while the Franchise Agreement or any extension of the
Franchise Agreement is in effect, an employee of any other party to the Franchise Agreement
with respect to the subject matter of the Franchise Agreement. The parties hereto believe no
such circumstance exists.

20. Conflicting Ordinances. The Company agrees, insofar as the applicable provisions of the Town
Code existing on the Effective Date are legally enforceable and constitute valid requirements, to
comply therewith in all respects and to that end said provisions of the Town code are hereby
made a part of this Franchise as though fully set forth herein.

21. Headings. Headings used in the Franchise Agreement are for convenience only and shall not be
used in construing terms.

22. Independent Provisions. If any section, paragraph, clause, phrase or provision of this Franchise
Agreement shall be adjudged invalid or unconstitutional, the same shall not affect the valida of
this Franchise Agreement as a whole or any part of the provisions hereof other than the part so
adjudged to be invalid or unconstitutional.

23. Emergency Clause
a. Whereas, it is necessary for the preservation of the peace, health and safety of the Town of

Colorado City, Arizona, an emergency is declared to exist.

b. This Ordinance, subject to the approval of the electors of the Town, shall be effective
immediately (i) after its passage by the affirmative vote of three~fourths of the Town Council
members, (ii) after the Company executes this ordinance in the space below and delivers

.
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the executed ordinance to the Town Clerk, and (iii) upon the final closingof the Company's

acquisition of the Twin Cities System and transfer of system operations to the Company.

We, the Undersigned, have executed this document contingent upon the results of the Town of

Colorado City Special Election on November 4, 2008, on the dates below written.

PASSED the day of , 2008

CERTIFIED AND ACCEPTED:

MAYOR, TOWN OF COLORADO CITY

ATI'EST:

TOWN CLERK

APPROVED AS TO FORM:

TOWN ATTORNEY

ACCEPTED:

GARKANE ENERGY COOPERATIVE, INC.

Title:

ATTEST:

SECRETARY

Date accepted: , zoos
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I, Mike Avant, am the Engineering Manager of Garkane Energy Cooperative, Inc.
("Garkane'). i certify that on the 23rd day of February ._ 2009, I deposited in the
first-class U.S. Mail, postage pre-paid, the attached Notice concerning the Application of
Garkane addressed to each property owner in the Colorado City requested extension
area based upon records provided to Garkane by Colorado City and also addressed to
each signatory of the Memorandum of Understanding .

Notary

\

Certification of Mailing In Docket No. E-01891A-08-0598
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IN THE MATTER OF THE APPLICATION OF GARKANE
ENERGY COOPERATIVE, INC. FOR APPROVAL TO EXTEND
ITS CERTIFICATE OF CONVENIENCE AND NECESSITY TO

INCLUDE COLORADO CITY. ARIZONA
(Docket No. E-01891A-08-0598)

Summarv
On December 12, 2008, Garkane Energy Cooperative, Inc. ("Garkane")
filed with the Arizona Corporation Commission ("Commission") an
application to extend its Certificate of Convenience and Necessity
("CC&N") to provide electric service to Colorado City, Arizona.
According to its application, Garkane has entered into a Memorandum of
Understanding to purchase the utility assets of Colorado City, Arizona,
and Hildale, Utah ("the Twin Cities") and provide electric service to the
residents of the Twin Cities, including approximately 700 customers in
Colorado City. Garkane has stated that it will provide electric service to
Colorado City residents using its current Commission-approved tariffs and
regulations and will use the tariffs' wholesale power cost adjustment
provision to adjust Coiorado City's tariff rates because there is a higher
annual wholesale power cost to serve the Twin Cities than exists for the
remainder of Garkane's service area in Arizona and Utah.

The Commission's Utilities Division Staff ("Staff") is in the process of
analyzing the application and has not yet made any recommendations in
this matter. The Commission will determine whether to grant die
application based on the evidence of record in this matter. The
Commission is not bound by the proposals made by Garkane, Staff, or any
interveners.

How You Can View or Obtain a Copy of the Application and Other
Documents
Copies of the application and the other documents tiled in this matter are
available at Garkane's offices 1802 South Highway 89A, Kan ab, Utah
84741; at the Commission's Docket Control Center at 1200 West
Washington, Phoenix, Arizona, for public inspection during regular
business hours, and on the Internet via the Commission's website
(www.azcc.gov) using the e-Docket function.
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Arizona Corporation Commission Public Hearing Information
The Commission will hold a hearing in this matter beginning on April 3,
2009, at 9:30 a.m., in Room 100 at the Commission's offices, 1200 West
Washington Street, Phoenix, Arizona. Public comments will be taken on
the first day of the hearing. Written public comments may be. submitted
by mailing a letter referencing Docket No. E-01891A-08-0598 to Arizona
Corporation Commission, Consumer Services Section, 1200 West
Washington, Phoenix, AZ 85007, or by e-mail. For a form to use and
instructions on how to e-mail comments to the Commission, go to
http://www.azcc.gov/divisions/uti1ities/fonns/public_co1nment.pdf. If you
require assistance, you may contact the Consumer Services Section at 1-
800-222-7000 or 602-542-4251 .

About Intervention
Any person or entity entitled by law to intervene and having a direct and
substantial interest in the matter will be permitted to intervene. If you
desire to intervene, you must file a written motion to intervene with the
Commission no later than March 25, 2009. You must send a copy of the
motion to intervene to Garkane or its counsel and to ail parties of record.
Your motion to intervene must contain the following:

1. Your name, address, and telephone number and the name, address,
and telephone number of any party upon whom service of
documents is to be made, if not yourself,

A short statement of your interest in the proceeding (e.g., a resident
of Colorado City, etc.), and

A statement certifying that you have mailed a copy of the motion
to intervene to Garkane or its counsel and to all parties of record in
the case.

The granting of motions to intervene shall be governed by A.A.C. Rl4-3-
105, except that all motions to intervene must be filed on or before March
25., 2009. If representation by counsel is required by Rule 31 of the Rules
of the Arizona Supreme Court, intervention will be conditioned upon the
intervenor's obtaining counsel to represent  the intervenor. For
information about requesting intervention, visit the Comlnission's website
at http:// .ucc.gov/divisions/utilities/forms/interven.pdf. The
granting of intervention, among other things, entitles a party to present
sworn evidence at  hearing and to cross-examine other witnesses.
However, failure to intervene will not preclude any interested person or
entity from appearing at the hearing and providing public comment on the
application or from filing written comments in the docket for the case.

2.

3.

ADA/Equal Access Information
The Commission does not discriminate on the basis of disability in
admission to its public meetings. Persons with a disability may request a
reasonable accommodation such as a sign language interpreter and request
this document  in an alt ernat ive fo rmat  by contact ing the ADA
Coordinator, Shaylin A. Bernal, at sabernal@azcc.gov, voice phone
number (602) 542-3931. Requests should be made as early as possible to
allow time to arrange the accommodation.
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8

9

IN THE MATTER OF THE APPLICATION OF
GARKANE POWER ASSOCIATION, INC., A
UTAH NON-PROFIT RURAL ELECTRIC
COOPERATIVE, FOR A HEARING TO
DETERMINE THE FAIR VALUE OF ITS
PROPERTIES, A JUST AND REASONABLE
RETURN THEREON, AND TO ESTABLISI-I
RATES.

)
)
)
)
)
)
)
)
) OPINION AND ORDER

10
July 22, 1998

11
Phoenix, Arizona

12

DATE OF HEARING:

PLACE OF HEARING:

PRESIDING OFFICER:

APPEARANCES:

Barbara M. Behan

.4
Mr. Michael M. Grant, GALLAGI-[ER & KENNEDY, on behalf
of Garkane Power Association, Inc.,

15

16

Ms. Joy I. Staveley, Vice President, Canyoneers, Inc. db Kaibab
Lodge, North Rim Country Store and Kaibab Camper Village, and

Ms. Janice Alward, Staff Attorney, Legal Division, on behalf of
the Utilities Division of the Arizona Corporation Commission.17.

18

19

20

21

BY THE COMMISSION:

22

Garkane Power Association, Inc. ("Garkane" or "Applicant") is a Utah-based non-profit rural

electric cooperative. Garkane is engaged in the business of providing electric utility service to the public

in Utah and Arizona. Garkane served approzdmately 438 customers in Mohave and Coconino counties

in Arizona, and approximately 6,575 customers in Utah, in the test year ended December 31, 1996

("Ty").

24

4'

25

g

23

13

2

, *Cm NOvember 21, 1997, the ArizoNa Corporation Commission ("Commission") received from

Applicant an applicadCn for a permanent rate increase. On December 18, 1997, Applicant supplemented

its application. On January 16, 1998, the Cornrnission's Utilities Division Staff ("StafF') determined that

Applicant's application was sufficient. By Procedural Order issued on January 23, 1998, the matter was

set for a hearing on July 22, 1998. On May 4, 1998, Applicant tiled an Amendment to Application,

27

28

1
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1
r»

3

4

6

requesting hW/o waivers to the Commission Rules. This Amendment was incorporated in the hearing held

on July 22, 1998.

Canyoneers, Inc, db Kaihab Lodge, North Rim Country Store and Kaibab Camper Vi l lage

("Canyoneers" or "Intervenor") requested intervention, which was granted on April 15, 1998.

The mat ter  came before a duly author ized Hear ing Of f i cer  of  the Commission at  the

Commission's of f ices in Phoenix, Arizona on July 22, 1998. Garkane and Staf f  appeared through

7 counsel. Canyoneers appeared through its Vice President, Ms. Joy I. Staveley. At the conclusion of the

8

9

hearing, the matter was adjourned pending issuance of a Recommended Opinion and Order to the

Commission.

10 DISCUSSION

11

12

Applicant's existing rates were established in Decision No. 57106 (September 21, 1990). As of

April 1, 1996, with the approval of the Commission, Garkane and other members of Deseret Generation

arid Transmission Co-operative, Inc. ("Deseret") agreed ro integrate their resources with Deseret, in order
_.:»;:`

14

16

17

18

19

for Deseret to continue to prov ide an assured source of power. Garkane lost about half  its Arizona

customers in 1994 due to rnunicipalization. In addition, the Kaibab Saw Mill, Garkane's only large

power account in Arizona, shut down operations in April 1995. Applicant indicated, and Raff did not

dispute, that Garkane subsidized Arizona operations from its Utah customers.

Lm its application, Garkane requested an increase in operating revenues of $169,349, to be phased

in over three years. Staff recommended an increase in operating revenues of`$l49,7'79, without a phase-

20 in period. Applicant's loan terms with the National Rural Utilities Cooperative Finance Cooperation

21 ("CFC") require a debt service coverage ("DSC") ratio of 1.35. Staff stated that the full amount of

Applicant's increase was needed to reach a DSC ratio of 1.35.

23

24

25

26

<._
28

The Intervenor did not dispute the need for an increase, but presented its ohm financial

inforrnation,whicl1 indicated that it was losing approidrnately $147,000 per year at. its North Rim lodge

and campground. Canyoneers did not desire to increase its expenses at those locations.

On June 19, 1998, Applicant filed rebuttal testimony, which stated that Applicant agreed with the

overall result reflected in Schedule 1 of the pre-filed testimony of Ms. Crystal Brown, attached as

Attachment A and incorporated herein, the rate base calculations on Schedule KFR-1 of Mr. Keith

27

22

15

13

5

2

4I
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l Rogers' pre-tiled testimony, and Staffs recommended rate design at Schedule 5 ohMs. Brown's pre-filed

testimony, attached as Attachment B and incorporated herein. Applicant also indicated its agreement

'W
. J with Staffs other recommendations.

5

According to Garkane, the rate design approved herein will increase Intervenor's bill by $2,000

annually. The fact that Canyoneers operates at a loss at that location does not justify a reduced tariff for

6 it. We would request that Garkane work with Canyoneers to attempt to conserve usage, and to reduce

7

8

its electric costs. We will approve Staffs recommendations as agreed to by Garkane.

** * * * * * * * *

9 Having considered the entire record herein and being fully advised in the premises, the

10 Commission finds, concludes, and orders that;

11 FINDINGS OF FACT

12

15

Garkane is a Utah-based non-profit electric cooperative engaged Lm the business of

providing electric utility service to the public in portions of Mohave and Coconino counties in Arizona,

and in Utah. Applicant serves approximately 438 customers in Arizona and approximately 6,575

customers in Utah.

16 Garkane lost about half its Arizona customers in 1994 due to rnunicipadization. Garkane's

17 only remaining large power account in Arizona, the Kaibab Saw Mill, closed in 1995.

18 1
J. Since 1996, Garkane and other members of Deseret have integrated their resources with

19 Deseret, in order for Deseret to continue to provide an assured source of power.

4. Garkane's generation cost of the power donated to Deseret has not previously been
Q

21

23

24

25

'>6

7

28

included in its purchased power costs. .

On November 21, 1997, the Commission received from Applicant an application for a

permanent rate increase. The application was supplemented on December 18, 1997.

On January 16,1 1998, Staff determined that Garkane's application met the suhiciency

requirements of A.A.C. R14-2-103 and that Applicant had been Classified as a Class C utility.

In accordance with A.A.C. R14-2-101, a Procedural Order was issued on January 23,

1998, which set the matter for hearing on July 22, 1998.

In accordance with the Procedural Order, Garkane published notice of its application for

22

20

13

4

2

8.

7.

6.

5.

2.

1.

'7
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1 an increase in its rates and charges in newspapers of general circulation in its service areas and mailed, "

by means of a bill insert, a copy of the notice to each omits customers.

*1
J A request for intervention was filed by Canvoneers, which was granted by Notification

4 of lntervention filed on April 15, 1998.

10. Applicant agreed to the recommendations contained within Staffs pre~filed testimony of

6 May 26, 1998, which resolved all issues regarding Garkane's application.

7 11. Applicant and Staff have agreed as follows:

8 (al Based upon the TY, for its Arizona operations:

9 (i)

10

Garkane had total operating revenues of $594,935, operating expenses of
3584,035, and operating margin before long term debt interest expense
and amortization expense of$10,900,

11 (ii) Ga.rkane's TY below the line revenue was 341,400, and operating margin
including interest and amortized debt was $88,918, for a net margin of
($47,518) and DSC ratio of0.67, and

(iii) Garkane's Original Cost Less Depreciation Rate Base and Fair Value Rate
Base ("FVRB") is $2,436,942, .

14

(b) Garkane may transfer from base plant to its purchased power obligation the cost
of generating power donated to Deseret,

\.,. _.

16 (c) Garkane's loan agreements require a DSC ratio of 1.35,

17

18

(d) Sta'it's proposed rates and charges as set forth on Schedule 5 of the testimony of
Ms. Brown, which are attached as Attachment B, are fair and reasonable, will provide
a total revenue increase of $149,779 (25.77 percent), and are designed to achieve a fair
rate of return on FVRB and maintain a DSC ratio of 1.35,

19

20

21

(e) Garkane may combine its General Service #l and General Service #2 customer
classes, and remove the Large General Service customer class tariff, .

(D Garkane may increase its returned check charge from $15 to $20,

23

(g) Garkane may allow its customer twenty days prior to billing a delinquency, and
may require a deposit of three times the average bill of a delinquent residential consumer,
or one with insufficient proof of prior satisfactory payment history, and .

24 <h> Garkane will keep separate data on Arizona service interruptions.

25 (1) .Garkane's base cost of power in relation to its Purchased Power Adjustor is
$0.02558.

26
Garkane has filed a copy of its rules and regulations, as recommended by Staff.

On July 22, 1998, a hearing was held on this matter at the Commission's offices in
28

27

22

15

13

12

5

2

I

12.

13.

9.

I
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1

2

Phoenix, Arizona.

14. Applicant stated, and Staff did not dispute, that Garkane subsidized Arizona operations

'v
J from its Utah customers.

4 15, The Intervenor requested a special, reduced tariff to assist its cash How at its North Rim

lodge and campground.

6 CONCLUSIONS OF LAW'

7 Applicant is a public service corporation within the meaning of Article 15 of the Arizona

8 Constitution and A.R.S. §§ 40-250 and 40-251.

9 The Commission has jurisdiction over Applicant and over the subject matter of this

10

11

proceeding,

3.

IN

Applicant provided notice of this proceeding in accordance with law.

Staffs recommendations, as agreed to by Garkane, resolves all matters contained therein

13 in a manner which is just and reasonable, aid which promotes the public interest.

4 The Commission's acceptance and approval of the terms agreed to by Applicant and Staff

15

16

are in the public interest.

6.

17

18

19

20

Based upon the agreement between Applicant and Staff for purposes of this proceeding,

Applicant's FVRB, as of December 3 l, 1996, is $2,436,942. _

Based upon the agreement between Applicant and Staff, it is appropriate to increase

Applicant's authorized revenues by $l49,779, to be allocated among Applicant's customers in

accordance with the rate schedules set forth in Attachment B.

2 I

22

Applicant should be directed to file revised tariffs consistent with this Decision.

The rates and charges authorized herein are just and reasonable.

24

ORDER

IT IS THEREFORE ORDERED that Garkane Power Association, Inc. shall increase its rates and

25

°6

changes in accordance with the rate schedules set forth in Attachment B, consistent with the Findings of

Fact and Conclusions of Law contained herein so as to result Ln an annual increase in its revenue

28

requirement of $149,779, to be allocated among its customers in accordance with the rate schedules set

forth in Attachment B.

23

5

9.

8.

7.

5.

4.

2.

1.

5 DECISIQN no. / 0  I / 8 5 '



26

25

24

21

20

19

18

17
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15

14

11

IN

10

9

8

7

6
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1

DISSENT
BMB:bbs

C O

provided on and after September 1, 1998.

IT IS FURTHER ORDERED that Garkane Power Association, Inc. shall notify its customers of

the rates and charges authorized above and the effective date of same by means of a notice mailed to its

customers with its next billing statement.

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

-IT [S FURTHER ORDERED that Garkane Power Association. Inc., shall be, and is hereby,

authorized and directed to file on or before August 3 1, 1998, revised rate schedules setting Forth rates and

charges as proposed by Staff in Attachment B.

IT IS FURTHER ORDERED that the revised rates and charges will be effective for all services

VL,
ISSIONER CHAIRMAN

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

)
/

4

,sumos
EXECUTIVE SECRETARY

IN WITNESS WHEREOF, I, JACK ROSE, Executive Secretary of the Arizona
Corporation Commission, have hereunto set my hand and caused the official seal
of the Commission to be affixed at the Capitol, in the City of Phoenix, this

day of , 1998.

Q

•

DOCKET NO. E-01891A-98-0021

' /

28

27

23

22

13

5

2

24v-< 4.,,._,¢

8 8. ¢ .

COMMISSION

6 DECISION no. & / / 8 5 |



1

1

2

SERVICE LIST FOR:

DOCKET NO.:

GARKANE POWER ASSOCIATION, INC.

E-01891A-98-0021

Michael M. Grant
GALLGHER & KENNEDY
2600 North Central Avenue
Phoenix, Arizona 85004-3020

Joy Iris Staveley
Canyoneers, Inc.
P.O. Box 2997
Flagstaff Arizona 86003

Paul Bullis, Chief Counsel
Legal Division
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, Arizona 85007

Director Utilities Division
ARIZONA CORPORATION COMMISSION
1200 West Washington
Phoenix, Arizona 85007

3

4

5

6

7

8

9

10

11

12

13

4

1 5
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1 8

19

20

21
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25
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EARKANE POWER ASSOCIATION
DOCKET NO. E-01891A-98~0021
`est Year Ended December 31, 1996

Doczcz' Jo. E-0'89JA_ _
Schedule 1 L 98 O021
Page 1 of 1 ¢ I

ATIT&CI-IMEZNT A

» "" .
r

s
A

ADJUSTMENT SUMMARY

Line
No. Description

COMPANY
PROPOSED
Without PFA

STAFF
PROPOSED

Without PFA

1. Total Revenue Requirement 3750.563 $730.993
1

2. Operating Expense & Interest $579,290 $584,035

3. Operating Margins $73,403 $47.140

4. Net Margins $114803 $88,540

5. DSC' 1.47 1.35

Proposed Revenue Increase 3169,349 3149.779

% (increase 29. 14% 25.77% 42

"~.

Staff calculated the Company proposed DSC using information provided by Company.

Q
Q

I

GarSch

5.

7.

I
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ATMCHMENT B D0C1 T NO . E-0189lA~98-0021

VIARKANE POWER ASSOCIATION Schedule 5
Page 1 offKET no. E-01891A-98-0021

. t Year Ended December 31, 1996

RA T E D E S I G N

MONTHLY usAeF CHARGE
Residential - Rate Sch. #1
Irrigation -Rate Sch. #-4
Single-Phase
Three-Phase

General Service No.1- Rate Sch. #5
Public Authorities - Rate Sch. #6
Street and Yard Lighting (100 Watt) - Rate Sch. #7
Street and~Yard Lighting (400 Watt) - Rate Sch, #7
General Service No.2 - Rate Sch. #8
Large General Service - Rate Sch. #9

Present
83155
$725

N/A
375,00

$125.00
$10.00
$10.00
$7.50

NIA
$50.00
8350.00

(a)
(b)
(b)

-Proposed Rates-
Womnanv 833

$12.50 $12.50
520,00 N/A
N/A $75.00
N/A $125.00
$12.50 s12.50
N/A NIA
$7.50 so. 12
$8.85 $17.00

$20.00 $20.00
N/A N/A

$0.05613 $009030 $0.06907
ENERGY (CQMMODITYi RATE - PER Kwh
`=:sidentiai - Rate Sch.#1

cation -Rate Sch. #4
Single-Phase
Three-Phase

General Service No.1- Rate Sch. #5
Public Authorities - Rate Sch. #6
Street and Yard Lighting (100 Watt) - Rate Sch. #7
Street and Yard Lighting (400 Watt) - Rate Sch. #7
General Service No.2 - Rate Sch. #8
Large General Service - Rate Sch. #9

$053328
$053328
$054886
$005466
N/A
N/A
$005605
$003750

$0.07202
$0.07202
50.07202

N/A
N/A
N/A

$005495
N/A

$005723
$0.05723
$005845

N/A
N/A
N/A

$0.06115
N/A

0»o•

I
.I

9
I

N/A N/A N/A
DFMANr> CHARGF - PFFI Kw
Residential - Rate Sch. #1
Irrigation -Rate Sch. #4
Singie-Phase
Three~Phase

General Service No.1~ Rate Sch. #5
Public Authorities Rate Sch. #6
Street and Yard Lighting (100 Watt) - Rate Sch. #7
Street and Yard Lighting (400 Watt) - Rate Sch. #7
General Service No.2 - Rate Sch. #8
Large General. Service - Rate Sch. #9

1

$1 .50
$1 .50

.- $2.25
$2.25

N/A
N/A

$2.25
$8.50

$4.35
$4.35
$4.35
N/A
N/A
N/A

$4~.35
N/A

$5.31
$5.31
$5.37
N/A
N/A
N/A

$6.37
NIA

(a) The Company had no monthly customer charge for'the Irrigation class.
(b) These charges are annual charges.

GarSch: Rate Design

/ ,I / /X
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5ARKANE POWER ASSOCIATION Schedule 5
Page 2 of 2'OCKET no. E-01891A-98-0_21

'est Year Ended December 31, 1996
f

RATE DESIGN CONT.

NIRCHASFU Fl]FI AMUSTOR
All Customer Classes

PER Kwh
Present

Rates
($0.003643)

-Proposed Rates-
Companv Staff

('50.003643) ($0.003643)

Present
Rates

$30.00
s30.00+ (d)
$30.00
$30.00
$3000
$30.00+
$2000
$15.00
$15.00

-Proposed Rates-
Companv Staff

$30.00 $30.00
$30.00+ $30.00+
$30.00 $30.00
$30.00 $30.00
$30.00 $30.00
$30.00+ 530.00+
820.00 $20.00
$15.00 $15.00
$20.00 $20.00

1.50% 1.50%
$15.00 $15.00

1.50% 1.50%
$50.00 $50.00

SFRVICF RFI ATF9 CHARGFS
New Service - Standard
New Service Non-Standard
Additional Service
Service Connection Callbacks
Service Calls During Regular Working Hours
Service Calls After Regular Working Hours
Meter Test
Meter Rereads
Returned Check Charge
Late Payment Charge
Field Collection Charge
Deferred Payment Plan Finance Charge
Temporary Test Provision

t.50°/o
s15.00

1.50%
$50.00

(d) A customer who requests that service connections be provided in a non-standard
manner will be required to pay, in addition to the service connection charge, any
additional costs for such service connection if excess of the service connection charge,

, I

The Negative Fuel Adjustor authorized in Commission Letter, dated May 15, 1997,
will expire when the overcollected bank balance is_fplly refunded. .

.

4, .

" 4 n »

GarSch; Rate Design
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1 BEFORE THE AR1zauA OORPORAT1ON

Exu-uslT
SEP 21 1990

MARCIA WEEKS
G+1A1RMAN

RENZ D. JENN1NSS
o0mm1ss1onER

D A L E  H .  m u m
COMMISSIONER AljM!lll:.U~

DOCKET NO. U-1891--89-245

DECISION NO. $7/04

IN 'THE MATIER OF THE APPLICATION OF )
GARKANE PQWER ASSOCIATION, INC., A )
UTAH NON-PROFIT RURAL ELECTRIC )
COOPERATIVE, FDR A HEARING 'Io DETERMINE )
'HIE FAIR VAI.UE OF ITS PRQPERIIES, A JUST)
AND REASCNABLE REIURN IIIEREQI, AND )
ESTABLISH RATES. )

) OPINION AND ORDER

DATE OF HEARIIG : April 26, 1990

PLACE OF HEARING : Phoenix, Arizona

HQESIDMG OFFICER: Jerry L. Rudibaugh

JENNINGS, s1RaJss & sALe/Dn. UY Mr. Glenn J. Carter,
on behalf of Kaibab Industries, Inc. ;

MARTINEZ & CURTIS, P.C., by Mr. Jones m. Flenner, on
behalf of Garkane power Association ;

2
3
4
5
6
'7
8
9

10
11
12

1 3 APPEARANCES:

14
15
16
1'7

M r .  K e l l e y  J u s t i n  R e i d h e a d , S t a f f A t t o r n e y ,  o n  b e h a l f
of the Residential Utility Censurer Office; and

Mr. Steven J. Glaser, Staff Attorney, Legal Division,
Arizona Corporation Camnission, on bdnalf of the
Ut i l i t i es Division of the Arizona Corporation
Canmission.

18

19

20 BY THE oomm1ss1on=

21

22
On October 4 , 1989, the Garkane Power ~Association, Inc. ("Applicant:",

"Garkane" or "Canpany") fi led an appl ication wi th the Arizona Corporation +

23 Commission ("Canmission") requesting that the Commission fix the fair value of

the Applicant's uti l i ty proper ties for rateraking purposes, determine a just

and reasonable rate of return thereon, and approve rate schedules designed to

develop such return. The Arizona Residential Utility Consumer Office ("R0(IJ" )

and Kaibab Industries, Inc. ("Kaibab") requested and were granted permission to

24

25

26

27

28

1
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1 intervene •

Pursuant to our January 22, 1990 Procedural Order, the Company notified

its customers by mail of the scheduled hearing. The hearing ccxnmenoed as

scheduled on April 26, 1990. Applicant, pico, Kaibab, and the Commission' s

Utilities Division Staff ("Staff") appeared through counsel.

presented concerning the application and at tee a pull ic hearing this matter was

adjourned pending submission of a Recqnmended Opinion and Order by the

Presiding Officer to the Commission.

Evidence was

2

3

4

5

6

7

8

9

10

11

12 Arizona.

13

14

15

16

l'7

DIsaJssIon n

Applicant is a non-profit membership corporation whose offices are located

in Richfield, Utah, but serves custcmers in both southern Utah and northern

The majority of Applicant's custaners are located in Utah (6,064)

however, approximately 688 are located in Arizona. The Canpany's last rate

increase occurred in Decision No. 51469, dated October 14, 1980. However,

subsequent to that Decision customers have paid higher rates via the Company's

purchased power adj vestment mechanism ("PPAM").

The Company's Arizona revenues for the test year ("TY") ended December 31,

18 1988 were $l,727,785. Applicant is requesting a revenue level of $2,005,187

19 which would be an increase of $277,402 or 16% over actual TY revenues.

20 However, the adjusted TY revenues were $2,125,889 when Wo post-Ty increases

21

22

23

Fran the PPAM are taken into consideration. Based on the adjusted TY revenues,

the Company is requesting a decrease in revenues of $120,702 .

Applicant currently generates approximately 20% of its own power at the

24 Boulder Generating Plant ("Boulder"). Boulder is a 4.2 megawatt hydroelectric

25 generating plant located in Boulder Creek in south-central Utah. Garkane' s

26

27

28

remaining power needs for the TY were purchased primarily Fran the fella-Jing

Western Area Power Authority ('WAPA") (approximately 56%three sources: (a)

of power needs); (b) Deseret Generation and Transmission Cooperative

..2.. Decision No.6' 7/0 4
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("Deseret") (approximately l l  % of power needs) ; and (c) a cogenerator cal led

Intermountain Ref irery (approximately 13%) . Dur ing the TY, there  was a

reduction of water f low at the Boulder hydroelectric plant which increased the

amount of higher cost power purchased from Deseret.

Sta f f  ana l yzed the  t imes i n terest  earned ra t i o ("TIER") and the debt

service coverage ratio ("DSC") of Applicant in order to determine the Company's

abi l i ty  to  pay in terest  and pr incipal  amounts on i ts  debt . According to the

Company's adjusted TY data, its current TIER and DSC levels are 2.03 and 1.80,

respectively. Staff has recanmended rates that reduce Applicant's TIER and DSC

to 1.75 and 1.62, respectively. These numbers are slightly above the minimum

requi red by the Cqnpany's major  f inancial  lenders,  the Rural  Electr i f i cat ion

Administrat ion ("REA") and the National  Rural  Uti l i t ies Cooperative Finance

Corporation ("CFC")- REA and CFC require TIER and DSC levels of 1.50 and 1.25,

respectively.

levels

Although Staff's recommended rates wil l produce TIER and DSC

suf f i c ient because of

1

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

Appl icarxt' s PPAM.

PPAM.

near the minimum, Staff be l i eves they are

Over 65% of the Company's operating costs are covered by its

In  add i t i on , staff has already included i n  t h e Canpany's costs

approximately a 50% power increase proposed Ty WAPA to be effective in October

1990.

18

19

20

21

22

23

As a result, Staff has concluded their recanmended TIER and DSC levels

26

27

28

were appropriate in this case.

Staff proposed that Appl icant implement a conservation program with the

goal to decrease demand on the system and to lower peak usage, thus reducing

the cost of purchased power. staff estimated the cost: of such a program to be

$27,639 per year and further recommended that Applicant's customers should bear

the cost of such program for a into-year period.

Staff recommended that the Company prepare a conservation plan ("Plan") to

include al l  customer classes except large general  service and street l ighting.

The  P lan  wou ld  be  submi t ted  fo r  approva l  o f  the  D i rec to r  o f  the  Ut i l i t i es

Decision No. $ 7 / 0 6
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1 Division within 90 days of the date of this Order. The Plan would:

2

5

l .  p r o v i d e  f o r  a u d i t s
individual improvements ;

fo r  the  Ar i zona  cus taners  to  i den t i f y

4
2. implement audit: recommendations by providing incentives such
as rebates or low interest loans as appropriate ;

5 3. last two years, after which the assessment would end; and,

6

'7

4. refund any money left over Fran the fund to Garkane customers
on the basis of kph sales during the last month of the two year
implementation period.

8 At the end of the two-year experiment, Staff recommends the

9 Canparly be ordered to submit a report in which the Canpany would describe its

10 conservation program, analyze i ts imcts, and recommend future conservation

1 1 actions.

Additional Staff recommendations are as follows:12

13

14

1. Garkane' s base rate be set at $0.033385 per kph, and that the
adjuster be set at zero;

15
2. that Garkane submit any special contracts for approval by the
Commission;

16 3. that Garkane col lect HP and kW
custaner class for future rate cases ;

M M for the irrigation

17 I

a proposal  for  implementat ion of  the
18

4. that Garkane submit
conservation program;

19 5. that Garkane and Kaibab explore power caps and interruptible
rates to keep Deseret's demand charges as low as possible; and,

20

21
6. that: Garkane submi t  an opt iona l  tar i f f  fo r  supplementary
standby and maintenance power sales to qualifying facil ities.

22 The Company, moo and Kaibab generally agreed to the recommendations in

23 the Staff Report with the following modifications/clarifications :

24

25

l .  the basic service charge for resident ial  custaners would be
set at $7 .25 instead of $5.00 and the commodity charges would be
reduced in order to maintain the recommended revenue level ;

26

27

28
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z .  t h e  C GH W H Y  w o u l d  f i l e  m o d i f i e d  e l e c t r i c  s e r v i c e  r e g u l a t i o n s

case ; l
for Staff's appraf al prior to the issuance of an order in this

3 .  the re  i s  no  demand  ra tche t  tha t  app l i es  to  K a ibab ;

2

3

4

5

4 . staff 's recommended conservation program would not apply
to  Kaibab;

6

7

5. the Company would f i le standby maintenance and supplemental
power t a r i f f s wi th in  30  days  o f the  da te  o f t h i s  Or d e r ;

6. the Canpany would pr ide updated and more reliable load data
at its next rate case;

7 .  t h e Company would i n d L l &  t h e  r e s u l t s  o f an average and peak
m e th o d o l o g y  fo r  d e m a n d  a l l o ca t i o n  i n  a  co s t - o f - se r v i ce  s tu d y  a t
i t s t e x t  r a t e  c a s e ;

8 .  the  Can } ;a r1y 's  base  ra te  be  se t  a t  $0 .033385  pe r  kph  and  the
fu e l  a d j u s to r  b e  se t  a t  ze r o ;2  a n d ,

8

9

10

11

12

13

14

15

1 6

1'7

9 .  n o  p a r t i e s  w i l l  b e  b o u n d  b y  t h e  t e r m s  o f  t h i s  a g r e e m e n t ;  f o r
any fu tu re  case  fo r  p receden t ia l  pu rposes.

We  w i l l  app ro /e  the  ag reemen t  o f  s ta f f ,  A pp l i can t ,  woo ,  and  K a ibab .

On  A u g u s t  2 1 ,  1 9 9 0 ,  t h e  C cn r sn y  f i l e d  a  sch e d u l e  se t t i n g  f o r t h  i t s  se r v i ce

charges. (See Attachment A) . s t a f f  h a s rev iewed those serv ice  charges and has

n o t  f  i l e a  a r e  e xce p t i o n s . We f ind  the  p roposed serv ice  charges a re  reasonab le

and will approve then, subject to the following clarifications: (1) the meter

t e s t s  a n d  m e t e r  r e r e a d s  a r e  a p p l i c a b l e  o n l y  i f  t h e  i n i t i a l  r e a d i n g s  w e r e

c o r r e c t ; and, (2 )  the  la te  payment charge is  1 .5%  per month.

* * ** * * * * * *

18

19

20

21

22

23

H a v i n g  c o n s i d e r e d  t h e  e n t i r e  r e c o r d  h e r e i n  a n d  b e i n g  f u l l y  a d v i s e d  i n  t h e

premises, the Caumission finds, concludes, and orders that:

1 . A s  s e t  f o r t h  i n  a  J u n e  1 3 ,  1 9 9 0 s t a f f manorandu lm f i led  wi th
Docke t  Con t ro l ,  the  Company  comp l i ed  w i th  S ta f f ' s  r ecommended
mod i f i ca t i ons .

24

25

26

27

28
2. ' T h e  b a s e  r a t e  o n l y  i n c l u d e d  p u r c h a s e d  p o w e r  c o s t s  a n d  a s  a

r e s u l t  t h e  p a r  t i e s  a g r e e d  t h a t  t h e  C o m p a n y ' s  h y d r o  g e n e r a t i n g
p l a n t  co s t s  sh o u l d  n o t  b e  i n c l u d e d  a s  p a r t  o f  t h e  f l e a  a d j u s to r .

Decision No. 57/04,
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1 FINDINGS OF mar

Applicant is a not-for-profit Utah corporation authorized to do

business in both Utah and Arizona.

1.2

3

4

5

6

'7

2 .

5.

8

9

10

11

12

13

14

15

16

17

On October 4, 1989, Applicant fi led an application with the

Carmission for a hearing to determine the "f air value" of its proper Ty for

ratenaking purposes, t o  f i x  a just and reasonable rate of return, and

thereafter to approve rate schedules designed to produce said return.

3. During the TY ended December 31, 1988, Applicant averaged 688

Arizona customers and 6,064 Utah customers. 1

4. 'The present rates and charges of Applicant produced adj used

revenues of $2 ,125,889 and adjusted operating expenses of $l,736,300, resulting

in a ret operating income of $389,589 during the TY.

Applicant's fair value rate base ("FV1=<B"), as indicated by the Staff

Report, is determined to be $3,896,027, which is the same as its original cost

rate base ("0CPB").

'The present and proposed rates and charges are as follows:6.

Current*
Garkane
Proposed

Staff
Proposed**

$ 5.00 $ 15.00 $ 7.25

Resi&rItia1 A11 Electric
Residential (Resiaentia)***
Minirmm Bill
(Proposed First 100 kph)
First 600 kph war Minimum
Remaining lava

s
$

0.067250
0.067250

$
$

0.078100
0 .062100

$
$

0.057449
0 .057449

18

19

20

21

22

23
s 1.50 $ 1.50

$ 75.00
$125.00

$ 75.00
$125.00

$
$

0.062250
0.062250

$
$
$
$

10.00
6 .50
0.061500
0 .047500

$
s

0.054648
0 .054648

24

25

26

27

28

Irrigation
Demand Per hp/mth
Minimum Annual Gmargez

Single Phase
'Three Phase

Service Giarge
Durand Per HN
First 240 kph per HN
Over
Minimum Annual Charge :
Greater of $300 or
$30 x High t<w $300.00/$30.00

Decision No. 5 7 / 0 6
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$ 10.00
$ 2.25

$ 10.00

$ 6.50

$ 10.00
s 2.25

Small Canmercial
Service Charge
Demand Per BW
Demand Per RW over 10
First 2400+240 kph/Kw
>10 KW
Remaining kph

$
$

0.064750
0.064750

$
$

0.072500
0.057500

$
$

0.056206
0 .056206

pull in Buildings
(Camnercial)
Service Charge
Demand Per re
Fi est 240 kph/Kw
Remaining kph

$10.00
$ 2.25
$ 0.064750
s 0.064750

$ 15.00
s 6.50
$ 0.056000
$ 0.041000

$ 10.00
s 2.25
$ 0.055980
$ 0.055980

Larqe Plower Service****
(General Service)
Service Guarge
Durand Per RW
First 240 kw/Kw
Remaining kph

$ 50.00
S 2.25
$ 0.064750
$ 0.064750

$100.00
s 6.50
$ 0.045000
S 0.033475

$ 50.00
s 2.25
$ 0.057383
S 0.057383

S
$
$
S

2 .25
0.064750
0 .057750
0.054750

$100.00
s 6.50

$ 50.00
$ 6.50

Special Contract ,
(Large General Service)
Service Charge
Demand Per m
First 50 kph per Kw
Next 100 kph per RW
Remaining kph

First 240 kph/Kw
Rgnaining kph

S
$

0.041000
0.030285

$
S

0.037500
0.037500

Street and Yard
Security Lighting
Monthly Bi l l  per Unit s 7.50

1

2

3

4

5

6

'7

8

9

10

11

12

13

14

15

15

1'7

18

19 *

20

21

22

23

Current rates oolunn represents all energy (kph) charges in the
current rate schedules plus the current fuel adjustor of $0.02225.
Staff proposed rates reflect the conservation fund surcharge of
$0.00132.
The proposed changes in custaner classifications are in
parenthesis.
See Staff Repor t Grand
Canyon Lodge.

for current special contract rates for

7. The rates and charges recommended Ky Staff wil l  produce revenues of

$1,849,500 and operating expenses of $l,552,005, resu l t i ng  i n  an  opera t i ng

income of $297,495 and a 7.64% rate of return on was.

24

25

26

27

28

8. 'Jhe REA and CFC require Applicant to maintain a TIER of 1.50 and a

ms of 1.25.

9 . Staff's proposed rates and charges wi l l  result in a TIER OF 1.75 and

-7- Decision No. 5 ` 7 / 4 4
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1

1.

a HSC of 1.62 .

10. Approximately 65% of Applicant's TY operating expenses were for the

cost of purchased power.

l l . Applicant has a PPAM approved Ky this Canmission.

oona.us1ons OF LAW

App l i can t  i s  a  pub l i c  se rv i ce  co rpora t i on  wi th i n  the  mean i ng  o f

Ar title xv of the Arizona Constitution and A.R.S. §§40-250 and 40-251 .

2. 'The Canmission has jur isdict ion wet Appl icant  and of  the subject

matter ed? the application. a

3 . Notice of the application was given in accordance with the lay.

'The rates for electric service proposed Ky Applicant are not just and4.

reasonable e.

5. 'The rates and charges for electric service established hereinafter

are just and reasonable.

2

3

4

5

6

'7

8

9

10

11

12

13

14

15

16

17

ORLER
D

18

19

20

21

22

23

24

25

26

27

28

IT LS THEREFORE ORDERED that Garkane Pier Association, Inc., be, and the

same is, hereby author ized and di rected to f i le  wi th the Commission on or

before September 30, 1990, a new schedule of rates and charges consistent wi'dl

the Discussion herein and as set forth as Staff proposed rates and charges in

Finding of Fact No. 6 and as set for th in Attachment No. A.

IT IS FURTHER ORLERED that said amenchd schedule of rates and charges

shall be effective for all service rendered on or at tee October l, 1990.

IT IS fURtHER oRr18RED that Garkare Power Association, Inc., shall notify

each o f  i t s  cus taners  o f  the  ra tes  and charges au thor i zed  here in  and the

effective date as part of its regular monthly billing.

IT IS FURTHER ORDERED that Garkare Power Associat ion, Inc.,  be, and the

same is, hereby authorized and directed to implement a raw base fuel charge of

$0.033385/kWh effective for al l  usage on and after October 1, 1990.

Decision No. $ 7 / 6 6
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1

2

3

4

5

6

'7

~' IT IS FURTHER ORDliRED that the purchased power fuel adjustor charge be,

and the same is, heresy established at zero effective for all usage on and

after October 1, 1990 until danged by Garkane Power Association, Inc.,

pursuant to Decision No. 50266.

TI' IS FURTHER QRDERED that Garkane Power Association, Inc., shall file

within 90 days of the date of this Drder, a conservation plan consistent with

the Discussion contained herein.

8 IT IS FURTHER ORDERED that the approved conservation fund surcharge of

9 $0.00132 will be authorized through September 30, 1992. .

lO IT IS FURTHER ORDERED that Garkare Power Association, Inc., shall comply

11 with the remaining staff recommendations as set forth in the Discussion herein

12 as well as the nine listed items contained on pages 4 and 5 of the Discussion.

13 IT Is HJRTHER ORDERED that this Decision shall became effective

14

15

16

l'7

immediately.

," BY oRR OF THE PRIZ
.¢"*"*

_/,r ,.

I

J
CHAIRMAN commies mg

®.».4 9»--
oommIss lm

18

19
IN WITNESS WHEREOF, I; JAMES mA'1'111Ews, Executive
Secretary of the Arizona Corporation Canmission,
have hereunto set my hand and caused the
official seal of this Commission to be affixed
at the Capitol, in the City of Rloenix, this Ll
<3ay of §w*rf>'»1 ts<*n I 1990.

20

2 1

22

23
081/zwii

*vJAMES MATIHEWS
E x e c u t i v e S e c r e t a r y

24

25 D1SSENT
J L R / d j  p

26

27

28
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Exl44slT

GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 5, 2009

CA 1-1 Please provide a map of the requested service area. Please 'include the location of
the Applicant's existing facilities and the proposed route of any potential transmission
and distribution facilities that may be needed to serve the area.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: A map of the area is attached which shows the existing Garkane service area
boundaries, the Twin Cities Municipal Utility boundaries, the existing Garkane facilities
in the area and the existing Twin Cities facilities. No new facilities are necessary or will
be built in order for Garkane to assume service to the area. The Twin Cities area will
continue to be served over the existing transmission and distribution systems. As
explained further in the response to CA 1-2, Garkane will acquire an existing 69 kV
transmission line as part of the transaction.

10703.3/20l3643v2
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 5, 2009

CA 1-2 Please identify the location of the current provider's facilities. In addition, please
identify any and all other electric providers with facilities in equal distance of the
proposed extension area as the Applicant.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, 1navant@garkaneenergy.com

Response: The existing electrical distribution facilities of Twin Cities Municipal Utility are
located within the corporate boundaries of Hildale, Utah and Colorado City, Arizona as
shown on the map which is attached to CA 1-1. Garkane has existing distribution
facilities within the corporate boundaries of both towns which are used to connect its
facilities which serve surrounding areas. No other electric providers have any facilities in
the immediate area. Twin Cities has a 69 kV transmission line which extends from the
Twin Cities Substation to the Cliff Wilson Substation located in Hurricane, Utah. The
transmission line passes through the service areas of Garkane, Rocky Mountain Power
and Hurricane City. As part of the transaction, Garkane will acquire the 69 kV
transmission line. The portion of the line west of Garkane's service area boundary will
be traded to Rocky Mountain Power in exchange for a delivery point at the RMP/Garkane
service area boundary. The location of the transmission line, service area boundary and
new meter point are shown on the map attached to the response to CA 1-1.

10703-3/2013643v2



GARKANE ENERGY CCOPERATIVE, INC.
RESPONSES TO FIRST SET UF DATA REQUESTS OF

ARIZONA CCRPORATION COMMISSION STAFF
Docket No. E-01891A-08-0_98

February 5, 2009

CA 1-3 Were there any economic studies performed by the Applicant in conjunction with
extending service to the proposed area? If so, please provide copies of.such studies
performed.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: A financial model concerning the transaction has been prepared and is attached.

10703 -3/2013643v2
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DGTRSA- E e aC S i 442.328 449181 448181 449.16 44s 181 449181 16 449 Le 448 161 449 i s 449.161 449181I stOGT RSA Capac 3B4413 3su35t 380351 390.351 390 351 380.351 '13 as 390 390351 390.35 390.351 390351
DGT RSA . Total c 51 1733841 1745713 1746713 1746.713 1.748 71 711 't' 31 7 .713 1 748 71 1 748 713 1745713 1.748.713 1746713
A. RSAPCIW  1C l 0005880 0005833 0.05833 0.05833 0.05833 0.05833 I : ao 0 0 005833 0.05833 0.05833 0.05833

wheels g Ra:
Wh all g Cost o D 0 o \ o 4 Q 0 o 0 o

Total Power Cost 1733 941 1748713 1 748.713 1 746.713 1 74671 1 74a 71 1 74671 a 711 7 1 74871 1.746.713 1 746.71 1.746713
A CosUkWh 0.05880 0.05833 0.05833 0.05533 0.05833 0ns833 0.05833 a05833 0.05833 0.05833 0n6833 0.05833

Tran missy O&M Expan 10000 10500 11.025 11.578 1 1 12.78 134o1 1407 14.775 15.513 16288 17103
elseDeferred Tra emission 100,000 100000 1oouoo

Tran mis ion Expo 9 10000 110.5w 111.025 111578 1215 at127 1340 1407 14 775 15513 16.289 we:
Ordi ry Di tD8»m Exp 291283 305848 821.146 337.197 3 05 .1371 7 390 8 4a9 ah 430.358 451.878 I4 447 498.194

lbOe f r r d M n s0ooo 50.000 sooo0 I50 00 sauna 0 I D 0 D DM t e T  t i p & R p l o e m e t C  1 88'r14 91 113
Dist o a M Expense 355.848291283 371.140 387.197 11404 |4 76 380.348 ¢-  . . .4 451.878 474 470 494194

eCult Acct I Customer 5500 5885 58.35 80.10 el .90 BE 75 6567 87.64 A! 57 7178 7392 7813
N m b Custom 1041 1041 1 .04 1 041 1 04 1 04 1 .041 1 04 1 04 1.041 | . 11 1.041Elllli g Cl k 65251 68524 71 850 75.548 M79 3 1 87. 491 82 95.420 101.241 106.303 111615Bill | D a Con Psion Cost 25,000
Addizl I Collection else 25.000 25000 25.000 25000 25.006

Customer Accounting Exbsns 122.525 177.506 157.702 163.122 lea 77s 17A 676 1 83 1 168950 .4175. 153261 190 BBL

Admin 8- Gen 54.000 55.820 57,289 59.007 60.777 62.901 et 479 68.413 aa.-we 70458 72571 74.749
ensOff ic  NV r  hoi  a 5000 6.300 S615 e. 7 as 7.958 | .s 844 B.BG5 | .9.3 9.773Addition lA8.G E pen

Admln8-G n rel Expo s 54000 el .620 53.589 85.622 X87.7 68 4 72 137 74 4 75.848 79.322 Bl B79 84522

Prop rtyT Exp o 18 cos 19.285 19.88 20 445 21 0 UP21.6 22.1a5 ' i s 25.345 .925 24505
I merest Exp no A i i Dbl! 0 234.375 225.000 215 825 208.250 195 87 187.500 178.125 188 75D 159.375 1s0.ood 140.625

ExD pre ti 0 95.138 95 085 101 038 1 < ; .1 ..108 109.88; 112.838 1157 115735 121ea 124638
ansNew Plant 0 100000 100.000 100.000 100.000 | I100 D 100990 100000 100.000 100000 100000 100ooo

TOTAL EXPENSES 2.900.404 2.892 540 2.910.757 2830.10 :. I2. SO 2.797 42 :2 620.50 284495 2.870.840 .2 B 5 2927184
NET MARGINS -15,287 -7424 -25.841 55010 34 4 87 694 84.81 40 w e 14277 -13.108 -42.087

Q

. __ .al

Garkane projected incremental Acquisition cost for Twin Cities
Dec 200a update

Straight Buy out with loan
Power delivered by DST through RMP under new TSDA delivery at Hurricane under RSA plus FAC
Assume GKE AZ Rates wlt.h Acq FAC to equal 2003 TC Rates (by Rate)

510-000 r year plant additions financed from margins [no additional debit considered]
5154800bailingdata conversion cost
$500000 one time cost lot bucket, digger backhoe (amortize at40% in O&M Expense)
Eliminate Prepaymeters by moving accounts to Residential rate

I

Transmission O&M Expense assumed to be slok + 5%ryr
Ord Dist O8»M Expense = 75% Cost of 2 lineman at $28Jhrwr 10% at, 36% benefits, 40% equipment. S100k ma
Derered Dist Mai ft included $50000i'yr for s years (pole testlinspectiori, changeouts, conductor upgrade, sects
Additional meter testingfreplacemerlt cast HE time meter tech plus$50k Matls, escalate at 5% for 2 years
2007 Cost Acct Exp. Assumed tObe$55k:ust (2008 GKE Avg] wi3%!yr increase
Full time billing clerk - $1 Srhr, 36% benefits, $2t}K supplies, escalate at 5%lyr
Additions! collectionexpense d525k per year for 5 years
Admin 8¢ GeneralExpense$54K +396 rye
O1'1iceNVarehouseExpense - $500i'mo operations,escalate at 59b/yr
TaxExpense05896 of plant
Depreciation Expense 2.95% of plant
Defered Trans 8 Substation Mai ft $100,000 lye for 3 years [Cap&vetch, Recloser Controls, Circuit Metering S

I 2008 I
BUY YEAR

2009 I 2010

I

I 2011

NOV
859734

919.737 |

I 2012 I 2013 I 2014 I 2015 I 2018 I h o w I 201s 2019

I PI ANT

I

I KWH SOI D Ind RFVFNIIF

nvlwaf age $t'kWh Sold from TC2003 Raiair
IAveram= $»'1.eWh Rntd from Tr: ')ftnR Paine

3?223,517
0.10595
0.11842

1 nm:

2885.117
32235171 3,223,517

01U59$8' 0.10689
n 11842D 118434-

3230,851
9.10'99
D 11889 I

Purrxhasn Dnwnr

Np=RATlmn FXDPNRFQ

we. OPERATrNO EXPENSE] I 7054'r41 703,455 I 727,5171 552,711 I e79_cl92l 831.7171 880,648 I 590,942 I 722.8701 755,900 I 780,704 I

I nr»nopr:RATtnr: FXDFNQF9

ITorAL NQN,QPERA1INg EXPENSE I 01 448218 I 442,3731 438528 I 430883 I 424,838 I 41ae'a3l 41314sT 407303 I 401,4581 395,613T 3897881

I
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Ma i|C m I tr
Cmlti Dbi:p ipalpym t
Cum I five C h-Debirp . ital

PLANT
B ginning Pia t 4,225000 4 325.000 4425000 4525000 4 625.000 4725.000 4825000 4,925.000 5025000 5.125.000 5225000 5.325 000
nemddiu n d . by Ar 100000 100.000 100.000 100000 100.00D 100000 1 oo00o 100,ooo 100000 100000 100000 100.000
Ending SIam 4.325.000 4 425,000 4.525.000 ; l lU4. 4.725.000 4.825.000 4,925,000 5025000 5,125,000 5,225,000 5,325,000 5425000

aA q . lt io Debit  Begin I g B l 1 750.000 an I1.625 1 500.000 I I1 375.0 I I I1250 1 125.000 1.000.000 875.000 750.000 625.000 500.000 375.000
cA uisiticn Debit Prim in i Payment 125000 125000 125,000. 125.000 125000 125008 125.000 125,000 125000 125,000 125000 125000

A qui it nD bitE dl g B lance 1.625 000 1.500.000 1 75.000 1.2 a I I I 1 125.000 1.000.000 875000 750.000 625.000 s00000 375000 250000

C hA mailable forD Hts avi 113829 ..144 1'.r5.sei l :2 .75 243 61 261 .994 297.355 328772 355885 383 643 411.703 438.644
Nor: h 11.171 ;1997 50.987 BI 75 11881 136.994 172.356 201 772 230.885 258.643 2B8?D3 313644

Hild I kph S Id 10574319 10.891 54a 11 218.295 11.5s4.a44 11 901.489 12258534 12828290 13005,078 13395,231 13797058 14,211000 14637330
Hold leA N Cu tom re 34a 35 370 404 415 42B 441 456 w e 4e2
r: I ratio Ci kwhs ld 17.464 242 I17.988 17 18 527.815 19.083 84 19.85815 20245843 20853219 21478615 22123180 22.78e.875 23470481 24.174 598
C l  rad Ci A No Custom reI 724 :TO 788 791 s B39 B64 890 917 945 973 1002

kph s Id 28038581 28.879 718 29746109 30538493 31 557848 32504377 33479508 34,483,894 35518410 35553983 37881 482 38811928
A N Mb of c: t m re 1 .072 110 1 138 1.172 a1 1 243 1 .281 1319 1.358 1.399 1441 1484

itBASE REVENUE GKE Az R tea
Tale! ResR uhnufe 1078580 1 110.937 1.144285 1 178593 1.213. 1 1.250.369 1.287.880 1328517 1388312 1407302 1449521 1.493.006
TtaIR PepayRev 225335 232.095 239058 12248 253.616 281 .225 259081 277133 285447 294011 302831 311915
Tot r L C mm Revenue 349829 380324 371.134 3 .25 393735 405 545 417715 430.245 443153 456.448 470141 484248
TtalSm III m R ve u 281.158 288992 277.082 285 374 293.935 295732 311838 321191 330827 340751 350,974 381 .SOG
Total Sm ll P bal E gilding Rave uh 107990 111230 114588 118003 121544 125190 128,946 132814 135,798 140902 145,129 149483
T l:alL g P li Suiidirlg Rev nu 213.009 219.400 225 982 276 239.744 248.936 254344 281.975 289834 277.929 288257 294 855
T tal SmaII I d t [Revenue 24220 2 948 25ass 28 27.250 28.077 28920 29787 30.681 30.123 32.549 33528
T tal I terrupt bl Reva u sea 530 577 5 et 2 831 4606 689 889 710 731 753

TIPr jecied T tal BASE R venue GKE AZ R 2 2 250.88 2328484 2.398 3 »|24 2 2.544 398 '2 613.7 2703 307 2 780.332 2883.742 2948 175 3038.144 3 129.288
A RevenueJkWh S Id 0.0808 0.0806 in;O 0.0806 u I 4 .u 0.0804 0.0807 0.0808 0.0808 0.0808 0.0806 0.0806

tempt h 2003TCR 1A q FAC Revenue 710.990 732 336 754.306 s 93 sue573 B25 s B45.022 874.448 900881 928,801 955533 984198
Average Act FAe: $.tkwh s ld 0.025358 0.025358 I.025358 ;0 50. 0.025559 0.025405 0.025240 0.025358 0.025358 0.025388 0.025358 0.025358

R i d eu rA q R rot m tch Tc 2DD3 Rev 525355 541.118 s57349 574.070 591 .29 609.061 827302 646,121 585504 685.469 708033 727 214
R s Pfapay A q Rev r q to match To: 2003 Rev 110220 113525 118932 120.440 24 053 127775 131608 135,556 139,628 143.812 148,126 152570
Large Comm A q rev r q to match TC 2003 Rev 33704 34.715 35758 ea 529 37.934 38072 40244 41,452 42.895 43.978 45.295 48.854

•Sm 1l comm Acq r vi tom tch TC 2003 Rev 17.350 17.871 18407 9 E18 19.528 21.624 20717 21 .339 21979 22.838 23.317 24017
Sm III bi B ildi GA q rev req t m I hTc20D3 Rev 8607 8 888 g 132 9.408 9.888 9978 10.278 10.586 10804 11.231 11.588 11.915

Pbli BildirlgA eve tom t¢hTC2003Rev\ # \L 10360 1oe7 10 991 11.320 I11 BE 12.010 12.370 12741 13.123 13517 13923 14.340
Sm Ill nd tri IA ore reqtom tchTc2003 Rev 5184 5338 5.499 5.384 4 45. 5.009 6.189 8.375 8588 7.863 ssse 7.175
Intenruptable Acq re r qt ranch TC 2003 R v 193 199 205 211 22. 1 224 230 237 244 252 258 287

TOTAL A FAC Revenue 710.973 4732 754.271 6.89 : 1: 1 825.722 848 839 874 407 900889 928.758 955.488 984.153

TOTAL REVENUE at Proposed Rat 2971 870 I3 0eo.a 3152645 s.24 .224 a 350.971 3439d89 3.548.330 31854780 3784423 3878977 3893678 4113487
Avg srkwh Pr pa ed Rates 0.10599 0.10599 0.10589 0.10599 0.10819 0.10582 010599 0.10599 0.10599 0.10597 0.10599 0.10599

Revenue generated from TC2003 Rates 971.570 080.820 3.152.845 3.247.224 3.350.971 3,439,469 3,548,330 3,8541780 s,7e4.42a 318781977 3,993,878 411131487
Reva 9 rerated from To 2008 Rates 3,327,787 3.427.821

0.10599
0.11869

3,530449.4

0.11888

as3e3aa

0.11889

3751,783

0.11889

3,853,305
o. :o582
0.11852

3,973,552 4,092758 4,215541 a339,s4 4472288 4.e0s43s
0.10599 0.10599 0.10597 0.10599 0.10599

0.11888 0.11889 0.11889 0.11852 0.11869 0.11889 0.11869 0.11882 0.11889 0.11869
Revenue at P sea Ra1tes¢'TC £003 Rate 10096 100%

apr p eaR t rTc 2008RatesRev 89.3% 89 3% 89.3% B9.3% .3 89.3% B93% B9.3% 89.3% B93% B9.3% B9.3%

P chas Power
kph Purch s d 30,842417 31 767.690 I32.720 33.702 342 34713.412 35.v54.815 3e82'/459 37932283 39.074251 40242359 41.44Q.eao 42.693 119
kw-M n P chased 61was 53 65.441 in67 S942 1.510 73655 75.885 78141 so 485 82.899 85.388

DGTRSA~E rgyR 1 0.0150 00150 90.01 0.0150 0.0150 0.0150 0.0150 0.0150 00150 0.0150 0.0150 00150
DGTRSA»Capa i R Le 86. e 51 8.518 8.51 Qs 51 6.518 5518 5.518 8.518 8.518 8.518 8.518

•DGT RSA-N1 tarP indEx 7.200 7.200 0 I7 7.200 7.200 7.200 7.200 7.200 7.200 7200 7.200 7.200
DGT RSA Fa iii ch kg 000000 900.000 I90000 900.000 900.000 900000 900000 900000 900.000 900.000 900.000 000000
DGTRSA-En rgyC t 482538 478.515 490.811 505535 520.701 536.322 552,412 568.984 585.054 e0@,8a5 621 ,744 840397

1DGT RSA - Ca cl 402.082 414.124 42s547 439.344 452.524 466.100 480,083 494485 5098320 524,599 540337 558.547
DGT RSA - Tera! Cost 1771898 1 797 B39 1. 4 1852.079 1.880425 1909.822 1,939,895 19TO88Q 2.002574 21035435 2,089282 2104144
A RSA Power Cost 0.05745 0.0565 1 a0.0 7 0.05495 a0 41 0.05341 0.05287 0.05195 0.05126 0.05058 094992 0.04929

wheeling Rate
We llr\QC I 0 0 0 0 0 0 0 0 0 0 0 0

Total Power cost 1T7189B 1197.839 1.8 4.558 1859 078 1.850 425 1 909.822 1839,695 1970,669 002574 2,0@5,435 2,089,282 2104144
A C $Ukwh CL05745 0.05659 0.05575 0.05495 0.05417 0.05641 0.05287 0.05195 005128 0.05058 0.04992 0.04929

OPERATINGEXPENSES
11O&MTra m i  i nae 17 ass 18.856 19.799 .78I 21 82 2 920 24.068 25270 26533 27,860 29253 30715

| naeDeferr d Transmission
Tran mis lonE sense 17.958 18851 1979 20.789 21 8 22.920 24.066 25.270 28.533 27,860 29.253 30715

Ordi Di tO&ME p 523.103 549.25 576.72 eos 557 835.835 :887 701008 738059 772.862 8t1505 852.080 B94 S84
D terr dlVl inte an e o 0 | 0

g
0 o 0 o o

0
D

m costMeter Testy g 8 R pl
Dist o a M Expert e 523103 549.258 57s 72 605.557 835.835 est S27 701008 736.059 772.832 811,505 852.080 894884

Cu tAct I Cu tamer 78.42 B0.7T 83.19 85.89 88.28 90.91 93.63 96.44 99.34 10232 105.39 108.55
N mb r aC tom is 1 072 1105 1.138 1.172 1 207 1 .243 1,281 1,319 1 Asa 1399 1 441 14a4
Billi sCI re 117198 123.059 129212 135.8*/3. 142455 149.579 157,058 164,911 173156 181,814 190,905 200450
Billi gD I C no psi Cost
Addis IC ll ctionE D

Customer Ac huntingExpense 201.293 212275 223.861 238.088 24a 984 282.595 278,958 292_111 3081 Ia 324 S79 342789 351584

Admin a Ge Exp 76,991 79.301 81.680 84.130 88854 89.254 91,931 94.689 97.530 100458 103,470 105574
OGffice!W rah use Ex 10.282 10.775 11 31 11ala 12.474 13O97 13752 14440 15.162 15.920 15716 17552

Additional A&G Expo s
Admina General Ex nae 87.253 90.076 92994 96010 99.128 102351 105683 109.129 112S92 118,378 120.185 124.125

TOTAL OPERRTING EXPENSE 1 .005.?76 1 055.493829508 870466 913375 958442 1107,714 1,182,588 1220,190 1280719 1,344,307 1411108

NON»OPERAT1NG EXPENSES

P i n Tax Exe 25.085 25 hes *.245 26.8 2740 27.985 28565 29.145 29.725 30305 30885 31.465
I tar tExpe se NA uisitionD bit 131250 121.875 112500 103.125 93.750 a4a75 75000 a5,s25 56,250 4s,ars 37.500 2a125
Denreci Una erase 127.588 130.538 133.488 136 438 139388 142338 145,286 148238 151188 154,138 157088 160038
New pl tExt 100.000 100.000 100000 100000 100.000 100.000 100.000 100,000 100000 100.000 100000 100.000

TOTALEXPENSES 2985429 3.048.382 3110,166 317S9DB 3.248744 3319812 3385262 3,478,245 3,559,928 3,847,472 3,738,081 3834880
NET MARGINS -13759 14438 42479 70 :ms 104227 119857 152088 178,534 204,497 229,508 254.615 278607

\
»a.

4

Garkane projected Incremerntai Acquisition cost for Twin City
Dec 2008 update

Straight Buy out with loan Ierinls, escalate at 5%.-yr
Power derivered by DGT through RMP under new TSGA delionalizing improvements)
Assume GKE AZ Rates with Acq FAC to equal 2003 TC Ra!

$100000 I year plant additions financed from margins (no a
525000 biting data conversion cost
$500,000 one time cost for bucket digger, backhoe {amoral
Eliminate Prepay meters by moving accounts to Residential

CADA expansion)

I 2020 I nm I 2o22 1 sum I 2024 I 2o25 I 2026 I 2027 I zuaa I 2029 I 2030 I 2031 I

I KVUI-I nm: n :and n1=vs=n1ll= I I I I I I I

*TOTAL NONOPERATING EXPENSE I 383,923 I 3784078 I 372,233 I are,asa'[ 580,543 I 354,698 I s4a,esaI s4s,cna\̀ 3s7,1es[ 331\3181 325,473I 319,EE8l
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C m I ti aNlargi
CmltiveD bitpri iplpym t
C m i tFve Cash~Debit Pei in: l

PLANT
Eleginni g pla t 5425000 5.525.000 5.525.000 5 725.000 5925000 S.025000

d r Q y a rN tAddili 100.000 Na100 100.000 100 O00 100000 100000 1000D0
Ending plant 5.525.000 5.5 SOOO 5725000 5 825.000 5 925.000 8025000 8,125000

Db i tBg l B I CeA s iLl 250000 125.000 | O 0 0 0
A qui Inion D bit Princip IP am nt 125000 125000 o 0 0 0 o
A ii ill Q bitEndi goal 125000 0 O 0 D 0 o

C hA it bl forD Hts vi 454755 was 939 51408 7 72 534.12 528.903 520843
Netta h 339755 354.939 514092 527729 534932 528903 520843

Hied I kph s Id 15075450 15528.744 15994606 18474444 17,477,738 18,002070
Hilda A Q No Custom re 497 512 52 3 559 576 593
Col ratio City kph Sold 24899834 25E45829 28418.233 27.208120 28865731 29 731.703

•Conrad Ci A N c stom fs 1 032 1 .ala 1.0 1 12 1.182 1.197 1233

kph Sold 39,976284 41175572 42.410.839 43583165 46343,459 47,733,773
A rumor aC tours 1.529 1 .575 1 .622 1 871 1.721 1.773 1.826

BASE REVENUE GKE AZ R teQ
TotalR R venue 1 537798 1 583.930 1631 .448 1 880392 1 .Taaeras 1,182,126 1 ,B3€,20'3
T talk Apr paiR ve 321 .273 330.91 340839 351.084 381 .598 372,444 383617
TtaIL g CmmRev nu 498.773 513738 529.148 545.023 561373 573869 588333
T tal Seal! Comm Reven 372348 383.519 1395. 4 ii4 .87 419.081 427.867 436.511
Total Sm IIP bloc Building R ve u 153968 158.587 163.344 188245 172048 175988 150001
T01 I L P li B ildi g R 303701 312812 ;322.19 331.882 339589 347548 355745
T m lsm nl a tr¥lRve
Tot I I ten ptabl Revenue

34532 35.568 36 B35 37734 38.865 39.796 40.754
775 799 823 848 873 899 928

il]GKEAZR teaProb 1 d Total BASE Revenue
A Reven !kwhs Id 0.0808 so.00 0.0805 0.0806 l:l 0505 0. sos 0.0800

Acq FAC Rev hue ecessa t m ch 2003 To: Rates 1013724 1.044 135 1 075 1 07.724 1.139.253 1.168.804 1.199.241
A efage A q FAC $fkwh Sold 0.025358 0.025358 0.025358 0.025358 0.025320 0.025220 0025124

Reside ti IA qRevreqt m hchTC 2003 Rev 749 031 771.502 794.¢ 7 BI s.4ae 843041 Asa 332 B94 382
R Pr pay Act Rear to match TC 2003 Rev 157.147 161.861 158.717 171.719 178.870 182178 187642

QLark C mm A rev red to mal eTC 2003 Rev 4a054 49.495 sosou I2 51 54085 51 esc 49223
ISm III m A rear atom tch TC2003 R v 24738 25.480 28 4 |27 27.842 29.535 31 278

Sm ll Publi B ildi g A q rev red no m wh To 2003 Rev 12272 12.640 13018 13410 14080 14.770 15.480
4Large Publi B ildi Q A rev red to m t h TC 2003 Rev 14770 15.21 15.670 15.140 14664 13124 11548

Sm II: d strialA qrevr to \ tc:hTC2003Rev| 7.390 7e12 7.a41 8.076 8.318 8.803 9.303
l I |I trru bl A q rev req io matc TC R 275 83 301 310 327 345

TOTAL A FAC Rev e 1,013877 1.044.088 1 075.410 1 107.872 1.139.200 1 158757 1.199.201

TOTAL REVENUE lPrcposed R te 4 829.785 4889521 5019,339
Avg smash at Prop s d R tea 0.10598 0.10599 0.10599 0.10599 0.10587 0.10551 0.10515

Ravlnuc generatedloom TC 2003 Rat!! 4.238.891 4.883.998 la .e ?sa.4aa 4.889.521 5.019.339
Rave u g rated from TC 2008 Rates 4744529 4 886.988 5 083.577 5180385 5477684 5,204,588
A drag srkwh S01d from TC 2603 R te 0.10599 0.10599 0.10599 D 1059 0.10587 u.105s1 0.105t5
A rag srkwh Soldfr m TC 2G08 R to 00118B9 0.11B59 . .011 8 I 1 B5 0.11847 0.11820

Ra\es!TC 2003 Ratesnut ,\R94 uaa\Pr 199% 100% 100% 100% too% 1oo=ls 100%
R at Proposed Rates.»'fC 2005 Rate 88.3% 89.396 89.3% 89.4% 89.4% 89.3% 96.4%

Purchas Power
kph P h d 43973912 45.293.130 45651 923 48.051 481 50,977818 52507,151
kwm nP cha d a7.948 90.586 93.304 98 103 98.988 101,956 105014

DGT RSA - Energy R t 00150 0.0150 0.0150 0.0150 0.01 so 0.0150 0.0150
DGT RSA - C pact R t 8.518 5.518 6.518 8.518 8.518 6.518 6.518

n:naeDGT RSA . Met r Point 7.200 I7. 0 7.200 7.200 7.200 7.200 7.200
OGT RSA-F an Charge 800 too |900.00 g .00I I I I900.00 900.000 900.000 900000
DGTRSA»E rgyC t 559809 879.397 B99779 720.772 ?42.395 784687 787807

D • S RDGT RSA Ca cl 573.244 590.441 608.154 625.399 545191 884547 584483
DGT RSA - Total Cost 2.140.053 21 038 2.215.133 2.254 371 2.294.785 2.336414 2379290
A a RSA Power Cost 004 D 0480 0.04748 0.04592 0.04837 0.04583 0.04531

We I i gR ta
wh ling Cost 0 0 0 0 0 0 0

Total Power C st 2.140.053 2 177.038 2215133 2.254.371 2294785 2335414
A COSt'kWh 0.04887 0.04807 0.04748 0.04582 0.04637 0.04583 0.04531

OPERATING EXPENSES
Tra mi Si nO&M 32.251 86 35.55 37.335 39201 41.161 43.219
D f Ed m mi Si
Tran mlssl Exp s 32.251 33.864 35557 37335 39,201 41151 43,219

Di to&mOrdi ans 939 41 »a986 1.035709 1.oa7 494 1.141 ahs 1.198.982 1.258.910
Deferred Mai te a D 0 0 0 0 o 0

m t o  tN1 t Te 1in518< Rem!
t:)iszo8.mE pen 969418 988 389 1.035.709 1087494 1141859 1,198952 1258910

C tAcc:tExn.~'Customer 111.80 115.16 118.B1 122.17 125.84 129.61 133.50
N mbar aC 1 m 1 529 1 .575 1622 1.671 1,721 1.773 1 .826
Biliirln CI rk 210 473 go 232046 243.848 255.831 288622 282.053
Biliifig Data C re] Cost
Addis eraseIC H citron

customer Accounting Expense 381.419 402.35 424.448 447.767 472.381 498.380 525782

'dmin&G Exp 109.771 113.084 118.458 119.950 123.548 127.255 131072
ExpI .k:enVar ho 18.429 19. 20.318 21 .334 22.401 23 521 24597

I dditi I A&G nae
Adm a.G n rel Exnens 128.200 132.415 136774 141 284 155.769150.775145.949

I

I TOTAL OPERATING EXPENSE 1.451.288 1.555.021 1,632,487 11713880 1,889259 1,983,8811 799400

NONOPERATING EXPENSESI

FOP1 Tax Ex 32.045 32625 33.205 33785 34365 34.945 35525
nA uis¥IJon Debitrater stEep n 18750 9.375 0 0 0 0 0
ngI p e action 162888 165938 1SB888 171838 174788 177735 1s0.e88

w PI nt Expense 100,000 100,900 100,000 100,000 100,000 100,000 100000

9'oTALEXPENSES 3,935,124 4039998 4149713 4273874 4403339 4538355 4,879 184
NET  MARGINS 301788 324002 3451205 355,892 360,145 351,185 34D155

I I

Garkane projected Incremental Acquisition cost for Twin Citi
Dec: 2008 update

Std might Buy out with roan
Power delivered by DGT through RMP under new TSOA del
Assume GKE AZ Rates with Aczq FAC to equal 2003 TC Ray

$100000 r year plant additions financed from margins (noa
$25,000 biiiing data conversion cost
$500,000 one time cost for bucket, digger, backhoe {amoral
Eliminate Prepay meters by moving accounts to Residential

I 2032 1 2033 I 2034 I 2035 I 2036 I 2037 I 2038

I KWH SOI n and m:ul=nm= I I I I

i
I

I

II
HTDTAL NON-OPERATING EXPENSE I 31:s.7831 3079381 302,093 I a 05823[ 309.1531 312,6831 31e,21al

li

1
1
1

Twin Cities Financial Modal Dec 08 Split FAc.xls:TC Fin Analy DecOB Page a 2/3.f2009;7:38 AM
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0_98

February 5,2009

CA 1-4 Please provide further explanation of paragraph 8 on page 3 (lines 11 through 16)
of the application.

Respondent: Mike Avant, Engineering Manager, Garka.ne Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: Paragraph 8 of the Application states "Garkane will use its current Commission-
approved tariffs and regulations to provide service to the residents of Colorado City.
Garkane estimates that the rates it will charge in Colorado City will be approximately
five percent (5%) lower than current rates. The power supply and transmission
arrangements for the Twin Cities, however, are approximately $900,000 higher per year
than the power costs attributable to the balance of the Cooperative's customers in
Arizona and Utah. Garkane will use the tariffs' wholesale power cost adjustment
provision authorized by the Commission to adjust the Colorado City tariff rates to
account for this cost differential."

In other words, Garkane will use the same tariffs which have been approved by the
Commission for service to its other Arizona customers to deliver electric service to
residents and businesses in Colorado City. For illustrative purposes, a copy of Garkane's
ACC-approved Residential Service Schedule No. 01 is attached. It will be used to
provide residential service in Colorado City. However, the wholesale power cost
arrangements which Garkane has made with Deseret Power Electric Cooperative for
electricity to be supplied to Colorado City are about $900,000 more expensive each year
to Garkane than the wholesale power costs charged for and attributable to its other
Arizona customers. (See the Board minutes attached to the response to CA 1-5.)
Therefore, Garkane will use the "WHOLESALE POWER COST ADJUSTMENT"
provision of the tariffs (i.e., page 2 of attached tariff) to recover these additional costs
from Colorado City customers and hold other Arizona customers harmless .

l0703-3/2013643v2
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snxnuz pow mm Assocnsrrou. Nic I

nmcmnxc 'snlzvxcn

scmannraa no. 01

STATE OF ARIZONA

Rnsxpnzufrnr.

AVZJIABILITY: At any point on the Association' s
interconnected system where there are f a c i l i t i e s of adequate
capac i t y  sub j ec t  t o  the  Assoc i a t i on 's  es tab l i shed  ru l es  and
regulations. The capacity of individual motors served under this
Schedule will not exceed ten (10) H.P. This  ra te  is  not  for
resale.

APPLICATION: This schedule i s for alternating current
electric service supplied at approximately 120 or 240 volts through
one kilowatt-hour meter a t  a single point of delivery f o r  a l l
service required on the premises for residential purposes.

When a portion of a dwelling is used regularly for business ,
professional or other gainful purposes, the premises w i l l be
classified non-residential and the appropriate schedule applied.
However, i f the wiring i s so arranged that the service for
resident ia l purposes can be metered separately, the Schedule will
be applied to such service.

MONTHLY BILL :

Base Rate :
Energy  Charge :

$12.50 per month
$0.0§907 per kph

IIIIIIHBM momma CHARGE: The minimum monthly charge shall be
the monthly Base Rate or as provided by contract. Payment of the
minimum monthly charge does not entitle the consumer to the use of
any kWh's of electricity.

TEMPORARY nIsconTIu0Ane1-1 OF SERVICE: If a customer requests
connection or reconnection of service at the same location within
a twelve (12) month period, he shall be required to pay the monthly
base charge for aM of the intervening months .

nI.1:c'ra1c snnvrcn REGUIATIONS: Service under this schedule
will be in accordance with the terms of the Electric Service
Agreement between the customer and the Association. The Electric
Service Regulations of the Association on fi le with and approved
by the Arizona corporation Commission, including future applicable
amendments, wil l  be considered a part of and incorporated in said
Agreement •



_.-\

WHOLESALE POWER COST ADJUSTIIERT: T h e  f o r e g o i n g  r a t e s  a r e
based upon t h e Assoc ia t ion '  s c o s t o f purchased power. The
Assoc ia t ion ' s  base  cos t  o f  Power  i s  $0 .02558 . Ra t e s  a re  su b je c t  t o
the  impos i t ion  o f  any  purchased  power ad jus tment  re f lec t ing  changes
i n th is  cost  e i the r  upward  o r  downward  wh ich  may be  es tab l ished f o r
b i l l i n g  f r o m  t i m e  t o  t i m e . *

'rznns OF PAYMENT: B i l l s  b a s e d  o n  t h e  r a t e s  s t a t e d  a b o v e are
NET and are  DUE and PAYABLE wi th in  twenty  (20) days f rom the  da te
c f  t h e  b i l l  •

TAX AnJus'nn8wrs AND REGULATORY Ass8ss1mrrs= Tota l  month ly
s a l e s  f o r  e l e c t r i c  s e r v i c e  a r e  s u b j e c t  t o  a d j u s t m e n t  f o r  a l l
f e d e r a l ,  s t a t e  a n d  lo c a l  g o v e r n me n t  t a x e s  o r  l e v ie s  o n  s u c h  s a le s
and any assessments that are or may be imposed by federal or state
re gu la t o ry  a ge nc ie s  on  u t i l i t y  g ros s  re v e nue s  .

EFFECTIVE: September 1,  1998

nsusn

1 A s  o f  S e p t e m b e r  1 , 1998,
A d j u s t o r  o f  $ 0 . 0 0 3 6 4 3 i s i n  e f f e c t  a n d  w i l l
o v e r c o l l e c t e d  b a c k  b a l a n c e  i s  f u l l y  r e f u n d e d .

a negative  Purchased Power
e x p i r e  w h e n  t h e

2



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPOR.ATION commlsslon STAFF
Docket No. E-01891A-08-0598

February 5, 2009

CA 1-5 Please provide any other information which will allow the Commission to analyze
and conclude that the Applicant has sufficient capacity or can develop enough capacity to
serve the existing and future demands of the proposed extension area.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741 , 435-644-5026, rnavant@garkaneenergy.com

Response: Garkane has an all-requirements contract to obtain needed power from Deseret
Power Cooperative. Deseret has agreed to provide the power needed to supply Colorado
City to Garkane under the existing contract. A copy of the Board minutes from Deseret
concerning the power is attached. Seepage 4 of the August 21, 2008 minutes. Please
note that the commitment from Deseret is only binding if delivery of the power begins no
later than June 30, 2009.

10703-3I2013643v2



w1iEE'r1nG OF THE BOARD OF TRUSTEES
OF

DESERET GENERATION & TRANSMISSION CO-OPERATIVE

AUGUST 21, zoos

The Board of Trustees of Deseret Generation &. Transmission Co-operative held a regularly
scheduled board meeting at Daniel's Summit, Utah, on Thursday, August 21, 2008. Chairman
Brown called the meeting to order at 8:00 a.m. Those in attendance were:

TRUSTEES
lim Charles, Jud Redden Bridger Valley Electric Association
Mike Brown, LaDel Lamb - Dixie Escalan& REA
Mark Anderson, Durand Robeson - Flowell Electric Association
Terry Griffiths, Boudicca Joseph - Garkane Energy
Doug Holgate, Larry Nielsen - Moon Ld<e Electric Association
Jerold Anderson, Randy Ewell - Mt. Wheeler Power, Inc.

OTHERS
Par Corun, Danny Eyre - Bridger Valley Electric
Carl Albrecht - Garkane Energy
Grant Earl - Moon Lake Electric
Kevin Robison - ML Wheeler Power, Inc.
Kimball Rasmussen, Ed Thatcher, David Crabtree, Curt Winterfeed, Bob Dalley,
Al Hillary, Stan Gordon, Greg Humphreys, Dave Carroll, Brent Taylor, and

DebraHorrocks- Deseret

****ACTION ITEMS****

APPROVAL OF BOARD AGENDA

Chairman Brown presented the proposed agenda to the Trustees for approval. An additional
action items was added, "Garkane's Consideration of Acquiring the Twin Cities Load." A
rnodon was duly made and seconded that the agenda be approved, as amended. Themodon
carried.

MINUTES OF BOARD MEETING HELD JULY 17. 2008

The minutes of the Board Meeting held July 17, 2008, were presented to the Trustees for
approval. After discussion, a motion was duly made and seconded that the Minutes of the Board
Meeting held July 17, 2.008,be approved. The motion carried.

=_



Board of Trustees' Meeting
August 21, 2008
Page 2

MINUTES OF TELEPHONIC BOARD MEETING HELD JULY 28. 2008

The minutes of the telephonic Board Meeting held July 28, 2008, were presented to the Trustees
for approval. After discussion, a motion was duly made and seconded that the Minutes of the
telephonic Board Meeting held July 28, 2008, be approved. The motion carried.

FINANCIAL REPORT

The Board reviewed the RUS Form 12 for the month ending June 30, 2008, the monthly cash
flow report for the month ending July31, 2008, and the check register for the month ending July
31, 2008. Following review and upon motion duly made and seconded, the RUS Form 12 for the
month ending June 30, 2008, the monthly cash How report for the month ending July 31, 2008,
and the check register for the month ending July31, 2008, were approved. The motion carried.

OPERATIONS REPGRT

Stan Gordon, Plant Manager, presented the Operations Report to the Board. An overview of
ongoing operations, including scheduled maintenance work, was presented to the Board.

CONTINUING RESOLUTION CONCERNING DEFERRED COMPENSATION
ACCOUNT FOR LEON BOWLER

The Trustees were presented with a resolution to authorize transactions and periodic transfers
&om a Zions Bank cash account for administering the Deferred Compensation Plan. Following
review, a motion was duly made and seconded to adopt the following resolution:

WHEREAS: The Corporation is duly authorized and permitted by its Charter and Bylaws to:

(1) Engage in cash and margin transactions in any and all forms of securities including, but
not limited to, stocks, options, stock options, stock index options, foreign currency
options and debt instrument options, bond debentures, notes, scrips, participation
certificates, rights to subscribe, warrants, certificates of deposit, mortgages, chooses 'm
action, evidences of indebtedness, comrnercid paper certificates or indebtedness, and
eertiiicates of interest of any and every kind and nature whatsoever, secured or unsecured,
whether represented by trust, participating and/or other certificates or otherwise and
margin transactions, including short sales.

(2) Receive on behalf of the Corporation, or deliver to the Corporation or third parties
monies, stocks, bonds, and other securities. To sell, assign, and endorse for transfer,
certificates representing stocks, bonds, or other securities not registered or hereafter
registered in the name of the Corporation.



Board of Trustees' Meeting
August 217 2008
Page 3

(3) Establish and maintain an asset management account with debit card, check writing, and
margin privileges, Bram which account funds are directly spent, the responsibility for
which is entirely that of the Corporation, such that check writing and debit card privileges
will be limited to the following persons designated by the Corporation: Kimball R.
Rasmussen, its President and CEO, David F. Crabtree, its Vice President and General
Counsel, Curtis K. Winterfeld, its Vice President of Power Marketing, J. Edward
Thatcher, its Vice President and Chief Engineer, and Robert R. Dolley, its Vice President
and CFO.

now, THEREFORE, BE IT RESOLVED THAT:

This Corporation open an account or accounts in its name with Zions Bank and dirt
Kimball R. Rasmussen, its President and CEO, David F. Crabtree, its Vice President and General
Counsel, Curtis K. Winterfeld, its Vice President of Power Marketing, J. Edward Thatcher, its
Vice President and Chief Engineer, and Robert R. Dailey, its Vice President and CFO, or any one
of them or their successors in office, may, on behalf of this Corporation or any one of them
acting individually, but and they are hereby authorized to (1) give orders in the said account or
accounts for the purchase, sale, or other disposition of stocks, bonds, and other securities, (2)
deliver to and receive from Pershing LLC (Pershing), on behalf of this CorpotaNon monies,
stocks, bonds, and other securities, (3) sign acknowledgments of the correctness of all statements
of accounts, and (4) make, execute, and deliver under the corporate sea any and ail written
endorsements and documents necessary or proper to effectuate the authority hereby conferred;
the within authorization to each of said officers to remain in full force and effect until written
notice of the revocation thereof shall havebeenreceived by Zions Bank.

The motion was seconded and Resolution No. 08~02, as stated above, was adopted by the Board
ofTnlstees of Deseret Generation & Transmission Co-operative.

APPCINTMENT OF WREA REPRESENTATIVE

A motion was duly made and seconded appointing Jud Redden as Deseret's representative to the
Wyoming Rural Electric Association board. The motion carried.

WREA DUES

Management reviewed with the Board the dues structure of Wyoming Rural Electric Association.

1



Board of Trustees' Meeting
August211 2008
Page 4

GARKANE'S CONSIDERATION OF ACQUIRING THE TWIN CITIES POWER
REQUIREMENTS LOAD

Management explained that Garkatte has been in negotiations with Colorado City and I-iilldale
("the Twin Cities") to supply the power needs of residents and customers within those two cities.
The power requirement to the Cities would be approximately 30,000 MWh per year. Garkane
and the Twin Cities are currently negotiating under a tentative KoHler which will expire June 30,
2009. Deseret's Management provided an indicative price to Garkane for wholesale power and
energy to serve the acquired area. Under the indicative pricing, Deseret would charge Garkane
$75,000 per billing month as an additional facilities charge, which would not be subject to rebate.
Beyond that, Garkane would pay the then effective Rate Schedule"A." If the Board approves a
Growth Rate, the service for loads within the acquired areas would not initially come under the
Growth Rate, unless Twin Cities were to grow beyond the initial aggregate load level, then the
growth rate would apply to future load growth in the acquired areas. The indicative pricing is
valid only if the acquisition is closed before June 30, 2009, and is also subject to Deseret's ability
to have the point of delivery added under the PacifiCorp TSOA without additional expenses.
Discussion ensued. Following discussion, a motion was duly made and seconded, authorizing
Deseret to offer the indicated price/rates to Garkane as described above. The motion canted.

****REPORT ITEMs****

Legal Report - The Legal Report will be presented to the Board during Executive Session.

Marketing Report - The Marketing Report was presented to the Board.

Chief Engineer's Report - An update of Hunter II activities was presented to the Trustees. An
update of the proposed waste-coad-iired unit was also presented.

UREA Report - Doug Holgate presented the UREA report was presented.

President and CEO's Report - Mr. Rasmussen explained that he met with Jim Guthrie who is
developing a coal to liquids facility in Garkane's area- He has build a test facility in a lab at the
University of California of Riverside. They are in the process of seeking funds to build a larger
test facility. Deseret's management told Mr. Guthrie that Deseret might be interested in
discussing the possibility of having the facility located near the Bonanza Power Plant and use
coal Hom the Deserado Mine if Mr. Guthrie can get the funds to build the facility. No formal
offer has been extended and Management would seek approval from the Board before
committing any of Deseret's property or assets to a potential project.



Board of Trustees' Meeting
August 21 , 2008
Page 5

*i:i*nEx'r MEETING, DATE AND TIlV[E*'h*5¢

The Board of Trustees will hold its next Bead Meeting immediately following the Blue
Mountain Energy meeting at the officesof Dixie Escalante in St. George, Utah, on Thursday,
September 18, 2008.

The meeting adjourned at 11:05 p.m.

CERTIFICATE

I, Mark Anderson, certify that I am the Secretary of Deseret Generation & Transmission
Co-operative, and that the foregoing is a true and correct copy of the minutes of a regular board
meeting of the Board of Trustees of Deseret Generation & Transmission Co-operative which was
held August 21, 2008. A motion to approve these minutes was passed at a regular meeting of the
Board of Trustees of said Company held the l 8"' day of September, 2008 .

IN WITNESS WHEREOF, I hereunto set my hand and affixed the Seal of the Company
this l 8"' day of September, 2008.

Z I / 4° . _
Mark Anderson, Secretary

/r

(so)



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA (j0)poR~ATIo) COMMISSION STAFF
Docket No. E-01891A-08-0598

February 5, 2009

CA 1-6 If applicable, please provide copies of any city, county, or other state agency
approvals required.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, rnavant@garkaneenergy.com

Response: The voters in the town of Colorado City, Arizona approved the issuance of the 25-
year utility franchise to Garkane to supply power to the town on a vote of 578-33 in the
general election on November 4, 2008. A copy of the franchise ordinance is attached.
The Town Council of Colorado City has approved the Memorandum of Understanding
for the sale which was attached to the Application as Exhibit A and will also approve
final sales documents. This Application seeks Commission approval for expansion of the
CC&N. Garkane is not aware of any other Arizona city, county or state agency approvals
required for the transaction.

l0703-3/2013643v2



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 5, 2009

CA 1-7 If any additional transmission and distribution facilities will need to be
constructed in order to serve the extension area please provide responses to the following
questions:

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: No additional facilities will be needed to provide service to the area.

10703-3/2013643v2



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E_-1891A-08-0-98

February 5, 2009

CA 1-8 If additional electric transmission facilities must be constructed, please provide an
estimate of the any and all transmission facilities required to extend service to the
proposed extension area. The costs should include a description of the major components
of the facilities.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: N o additional transmission facilities will be needed.

10703-3/2013643v2



GARKANE ENERGY COOPERATWE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPORATION com1v1IssIon STAFF
Docket No. E-01891A-08-0-98

February 5, 2009

CA 1-9 Please provide a description of the method the Applicant will use to Finance the
additional transmission facilities if facilities are needed to extend service to the proposed
extension area.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84141, 435-644-5026, may,a;1t@garkaneenergy.com

No additional transmission facilities will be needed.
/

Response:

10703-3/2013643v2



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 5, 2009

CA 1-10 If additional electric distribution facilities must be constructed, please provide an
estimate of the any and all distribution facilities required to extend service to the
proposed extension area. The costs should include a description of the major components
of the facilities. In addition, if facilities are needed, please provide a detailed on-line
diagram of the proposed distribution facilities to be constructed by Garkane.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741 , 435-644-5026, mavant@garkaneenergy.com

Response: No additional distribution facilities will be needed to provide service to the area.

10703-3f20\3643v2



GARKANE ENERGY COOPER.ATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 5, 2009

CA 1-11 Please provide a description of the method the Applicant will use to finance the
additional distribution facilities if facilities are needed to extend service tO the proposed
extension area.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: No additional distribution facilities will be needed.

10703-3/2013643v2



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIRST SET OF DATA REQUESTS OF
_ ARIZONA CORPORATION COMMISSION STAFF

Docket No. E-01891A-08-0598
February 5, 2009

CA 1-12 If a transmission line is needed, please provide a description of the right of way
process for the proposed transmission line. In addition, please include a timeline, the
estimated costs, and the method of finance.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: No new transmission line will be needed.

10703-3/20 l3643v2
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GALLAGHER 8:KENNEDY
RA.

LAW OFFICES

MICHAEL M. GRANT
DIREct DIAL: (602)530-8291

E-MAILc MMG@GKNET.COM

2575 EAST CAMELBACK ROAD
PHoEnlx, ARIZONA 85016-9225

PHONE: (602) 530-8000
FAX: (602) 530-8500

WWW.GKNFT.COM

February 10, 2009

VIA E-MAIL AND U.S. MAIL FDrg":3

FEW 20091 1Robin Mitchell
Legal Division
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

AZ 5099 COMM'
¢f'*@m'=r>r U€f!!§e°

Re: Garkane 's Responses to Staff's Second Set of Data Requests;
Docket No. E-0189]A-08-0598

Dear Robin:

Attached are Garkane's responses to Staffs Second Set of Data Requests in the Colorado
City CC&N expansion Matter. A copy is also being e-mailed and mailed to Ms. Allen.

Very Mly yours,

GALLAGHER & KENNEDY, P.A.

1/WWW
By:

Michael M. Grant

MMG/plp
10703-3/2026205

Attachments

u

cc (w/attachments): Candrea Allen, Utilities Division (e-mailed and mailed)
Mike Avant (e-mailed and mailed)

9EcE1v



h
1 1

GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO SECOND SET OF DATA REQUESTS OF

ARIZONA CORPORATION coMM1ss10n STAFF
Docket No. E-01891A-08-0598

February 10, 2009

CA 2-1 Please provide copies of Colorado City's rate schedules that are currently being
used to serve the requested extensionarea.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741 , 435-644-5026, mavant@garkaneenergy.com

Response: The Resolution (2008-17) of the Colorado City Council is attached. Colorado
City increased the rates effective JUne l, 2008 to the levels shown in the Resolution and
those rate levels are presently in effect. The resolution also shows the previous rates
which were in effect from 2003 to June 2008. Referring to the Rate Comparison sheets
which are part of the financial model which was attached to the response to CA 1-3, bills
will be lower under the Garkane rates after acquisition. For example, a residential
customer's bill who uses the system average kph will be about 15% lower than his/her
bill under current Colorado City rates. A large commercial customerat average usage
and load factor would see about a 4% lower bill and a small commercial customer at
average usage and load factor would see about a 13% bill decrease.

10703-3/2024630v2
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RESOLUTION NO. 2008-17

A RESOLUTION APPROVING AN INCREASED RATE STRUCTURE FOR THE
COLORADO CITY, ARIZONA, ELECTRIC DEPARTMENT, FINDING THAT IT IS IN THE
BEST INTERESTS OF THE MUNICIPALITY TO ADOPT SAID RATE STRUCTURE.

WHEREAS, the Project and Distribution System shall be operated to furnish electric power and
energy to the inhabitants of Colorado City and shall at all times cause the Project and
Distribution System to be maintained, preserved and kept in good repair, working order and
condition, and in such manner that the operating efficiency thereof will be of a high character
and consistent with prudent management, and .

WHEREAS, the Town Council of Colorado City, Arizona, has determined that it should adopt a
Rate Structure to govern the cost of supplying and utilization of Electric Service consistent with
prudent utility practice and with safety to Customers and to the Colorado City Electric
Department; and

WHEREAS, the Twin City Power Board has reviewed the terms, conditions, and provisions of
the Rate Structure and recommends the following rate to the Town,

BE IT RESOLVED, by the Mayor and Town Council of Colorado City, Arizona, that the Town
hereby adopts a Rate Increase in the price of power to be in effect as of June 1, 2008 as follows:

Current kph Rates kph Rates after June 1. 2008

Residential: $0.112 per kph
$20.00 Monthly Customer Charge

150 kWh's included

$0. 122 per kph
$20.00 Monthly Customer Charge

0 kWh's included

Commercial:
Less than 30kW

$0.070 per kph
$5.00 per kW
$10.00 Monthly Customer Charge

0 kWh's included

$0.0826 per kph
$5.00 per kW
$20.00 Monthly Customer Charge

0 kWh's included

Govt/Utili/Schl:
Less than 30kW

$0.070 per kph
$5.00 per kW
$10.00 Monthly Customer Charge

0 kWh's included

$0.0826 per kph
$5.00 per kW
$20.00 Monthly Customer Charge

0 kWh's included

Large Commercial :
More than 30kW

$0.050 per kph
$12.00 per kW
$10.00 Monthly Customer Charge

0 kWh's included

$0.060 per kw'h
$12.00 per kW
$20.00 Monthly Customer Charge

0 kWh's included
I

i
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Log Govt/Utili/Schl: $0.050 per kph
More than 30kW $12.00 per kW

$10.00 Monthly Customer Charge
0 kWh's included

$0.060 per kph
$12.00 per kW
$20.00 Monthly Customer Charge

0 kWh's included

Small Ind. /Retail: $0.112 per kph

$20.00 Monthly Customer Charge
150 kWh's included

$0. 122 per kph
$20.00 Monthly Customer Charge

0 kWh's included

ADOPTED AND APPROVED this / Q B ' daYOf_}972'r4 2008.

TOWN OF COLORADO CITY, ARIZONA

BY:
Terrill Johns61i Mayor

Attest:
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO SECOND SET OF DATA REQUESTS OF

ARIZONA CCRPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 10, 2009

CA 2-2 Please provide financial information that indicates Garkane has the financial
capabilities to provide service to the requested extension area.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: Garkane has already been approved by the National Rural Utilities Cooperative
Finance Corporation for loan funds in excess of the $3,000,000 amount needed to close
this acquisition. The financial model provided in the response to CA 1-3 shows that
system revenues will be positive over systemexpenses at the Garkane proposed rate
levels, which include the wholesale power cost adjustor. Finally, Garkane is a financially
sound cooperative with a current margins and equity to total assets level of approximately
36%.

10703-3/2024630v2



GARKANE ENERGYCOOPERATIVE, INC.
RESPONSES TO THIRD SET OF DATA REQUESTSOF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598 `

February17,2009

1

PKB-3.1 Please provide a geographical and one-line diagram of the distribution substations
in service as of December 31, 2008, including the supplying transmission or sub-
transmission circuits. For each substation,p1ease indicate the number of feeders
supplied, the transformer rated capacity, and the annual peak load in KVA and KW for
2006, 2007, and 2008. Please include the system that would be serving the Colorado City
area.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741 , 435-644-5026, rnavant@garkaneenergy.com

Response: A one-line diagram of the Garkane Energy Transmission and Major Distribution
Lines and a one-line diagram of the Twin Cities Transmission System will be provided as
Confidential Information as soon as a Protective Agreement is executed. A geographical
map of the Garkane system is attached.

The Garkane System and the Twin Cities System are not currently electrically
interconnected. The primary source for the Garkane Southem Transmission System is
from Glen Canyon Dam. The Twin Cities System ("TC") Currently feeds from the
UAMPS System with delivery being made at the Hurricane City Cliff Wilson Substation.
When theTC is acqtUred by Garkane, the delivery will be from the RMP System. The
existing RMP 69 kV Transmission line will be interconnected by RMP MM the TC
69 kV transmission line just outside of the Cliff Wilson Substation. This interconnection
will allow Garkane to acquire the needed power for Colorado city from Deseret Power
under our existing wholesale power contract and delivery under the existing Deseret-
RMP TSOA agreement.

Garkane has two 69 kV substations (Fredonia and Ryan) and one 34.5 kV mini-substation
(Colorado City) which serve the existing ArizonaCustomers. Attached is a spreadsheet
which gives historical kW and kA information for these substations.

l

I

10703-3/2025672v3

I



(ft

GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO THIRD SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 17,2009

I

PKB-3.2 Please provide in a tabular form Garkane's loads, showing annual peak loads for
1999-2008, along with percent annual load growth. Please include similar information on
Colorado City. Please provide details of system additions and/or upgrades to serve the
Colorado City.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 Sou du Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: Attached are a table and spreadsheet showing Garkane's Total System Peak kw
for each year, 1999-2008, along with % annual load growth. The spreadsheet also
provides available data for Twin Cities. I do not have data broken out by each state for
Colorado City and Hildale, Utah.

The Twin Cities System is an existing operating utility and as such will not require
additions or upgrades in order for Garkane to take over service to the area. The primary
change will fee in the power delivery as stated in the response to PKB-3.1. RMP will
install a switch where its existing 69 .kg line crosses the Twin Cities 69 kV line and will
install a meter set at the delivery point.

1
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO THIRD SET OF DATA REQUESTS OF .

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 17, 2009
1

/*

PKB-3.3 Please provide a copy of Garkane's latest two- to four-year Construction Work
Plan available, or a draft Plan if not yet finalized.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: Attached is a copy of the Near Term Upgrade Projects Report of Janualy 2008.

J

.9
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Garkane Energy

NEAR TERM UPGRADE PROJECTS
Updated 29 Jan 08

We need to complete the Buckskin to Henrieville 138 kV Upgrade Proj et. The
completion of this prob act will reduce transformer loading concerns at the Bucksldn
Substation and will improve the voltage at Boulder (when plant is off line) and at Hatch.

This project is 75% completed. We need to move a 138/69 kV transformer from
Buckskin to Henrieville and install a 138 OCB with associated relaying at
Bucksldn. It is scheduled to be completed in 2008 with a remaining cost of about
S100k.

Hatch- Cedar Mountain Circuit
Load on the Hatch South Circuit has grown 135 % in last 5 years. Potential for
continued growth in Mammoth, Todds, and Cedar Mountain Areais very good.
In Cedar Mtn Area approximately % of existing lots have been developed.
Approximately 2000 additional acres of private lazare available for

development. In Todds Junct Area approximately % of existing lots are
developed. Mark Jacobs has approx 1000 acres of additional developable land.
He is just opening Unit 4 with 120 new lots. Approximately 1000 acres of private
land is south and west of junction.
We need to build 1) a second 34.5 kV circuit from Todds to Strawberry, 2) a new
3 phase 12.5 kV circuit to feed the Elk Ridge Area, 3) a new 138/69 kV line from
Tropic to Todds, and 4) a new sub at Todds Junction.

The second 34.5 kV circuit from Todds to Strawberry, the 12.5 kV 3 phase
feeder to serve Elk Ridge and Phase 1 of a new substation at Todds has
been completed (Fall 2007).

A new 13.6 mile long 69 kV transmission line from Hatch to Todds needs
to be constructed in 2008-2009 at an estimated cost of $2.1M. When the
new 69 line is completed a 69/34.5 kV transformer needs to be installed in
the Todds Substation (Phase 2)

A Switching Station will need to be constructed north of the existing
Hatch Substation to tie the new transmission line to Todds, the Hatch
Substation, the existing transmission line to Hatch Mountain and Spry, and
the new 138 kV line from Tropic together. Initially this will be a Sub with
three 69 kV OCBs with future provisions for a 138/69 kV transformer.
This station needs to be constructed in 2008-2009 in conjunction with the
Hatch to Todds 69 line at an estimated cost of $600k.
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A new 138 kV transmission line needs to be constructed from Tropic to
Hatch. The line will initially be operated at 69 kV with future operation at
l38kV. Depending upon the route used the line will be about 30 miles in
length. We are currently working on right of way acquisition. The line
will probably be constructed in the 2010 - 201 l time frame at an
estimated cost of $6M.

A new switching station will be required at Tropic to tie the 138 kV line
from Henrieville, the new 138 kV line to Hatch, and the existing 69 kV
line to Tropic Sub and Bryce Sub together. The sub will initially contain a
69 kV OCB and a 138 kV Circuit Switcher with provisions for a future
138 to 69 kV transformer, The station needs to be completed in 2011
(along with the line) with an estimated cost of $400k.

Johnson Sub
Substation loading has reached the loading limit of 1000 k A , will need to
replace transformers with larger size in next 1-2 years. Most of load in the
subdivisions along the highway, all are feed from a single URD feeder which is
mainly single phase. We need to install a second three phase feeder into the
subdivisions.

Replacement of the transformers is scheduled for 2008 at a budget cost of
$75k

The second feeder should be done in 2008-09 at an estimated cost of
$450k.

Fredonia Substation
The substation has exceeded the 12.5 MVA transformer loading rating. Loads out
of the Fredonia Substation have increased 71% in the past 5 years.
Approximately % of the total Fredonia Sub load is on the KCR/Valley Circuit.
This load has increased 62% in the past 5 years. Approximately % of the feeder
load is in KCR. The load at the KCR sub has increased 4The load at the KCR sub
has increased 43% in the past 5 years. There are plans to develop 500-700 new
lots north of the substation and 2000 new lots west of the airport. Approximately
1/5 Of the load is in the Orderville area. Remainder of the load is in the Mt
Carmel Jct and East Zion area with a small amount in the Glendale area. The East
Zion area has rapidly grown from about 100 kW 5 years ago to just under 1000
kW presently. There are currently in the works (Split Rock Development) plans
to develop about 2500 new lots in the East Zion area. There are also many
undeveloped lots in Zion Ponderosa area. This area has a very high potential for
growth and will probably become the next "Cedar Mtn". A coal gasification
project near Alton has the potential to add about 1000 kW (not including any
potential mine loads) of new load in the Alton Area.
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The KCR sub is at the transformer loading limit. The Substation also has serious
clearance issues. We need to build new 69 line ham the Fredonia Sub or Kan ab
City Sub to the KCR Sub and build a new 69/12.5 kV substation at KCR. This
will remove KCR loads from Fredonia Substation Transformer and reduce the
loading issues with the Fredonia Sub transformer.

The 69 kV line from the Fredonia Substation to the KCR Substation will
be about 8 miles in length and estimated to cost $2M. The Substation will
cost about $600k. This project needs to be completed in the 2008-2009
time frame.

We also need to look at construction of a new feeder south out of the
Kan ab City Substation to serve the area along 1100 South which is
beginning to develop.

This change will remove an additional 2,500 kW of load from the
Fredonia Transformer. The combination of die KCR Sub change and the
1100 South Feeder will leave the Fredonia Transformer approximately
60% loaded.

The Orderville sub transformer has reached it's loading limit of 1000 kA. The
transformer from the KCR sub can be moved to Orderville once the new KCR sub
is energized at 69 kg.

The 34.5 kV porcelain post insulators between Fredonia Sub, Todds, Hatch Sub
and Red Canyon are experiencing a high rate of mechanical failure. They need to
be replaced.

#6 copper conductor along 200 West in Kan ab City needs to replaced with 4/0
ACSR. This line section feeds about % of the downtown area and is badly
overloaded.

GROWTH DEPENDANT AREAS OF CONCERN

Escalante Substation Loading
The existing transformer limit is.3750 kA. Existing load is 2853 kw. We can
add about 1000 kW of additional load to max out the transformer. Normal load
growth is about 75 kW/year. The Escalante Sawmill says they will add 500 - 600
kW this summer. This is about % of the existing margin. The Escalante Sub
transformer will need to be replaced with a larger transformer in the future.
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This will likely take place in the 201 l~l2 time frame at an estimated cost
of$45()k

East Zion Area
Development of 1000 to 2000 lots at 7 kW / lot will require 7000 - 14000 kW of
additional power. 7 kW per lot may be very conservative based upon new home
loads being seen in Todds and Cedar Mtn Areas (many homes in these areas are
50 kW per home). The existing 34.5 kV line from Fredonia has a limit of 7000
kw, with an existing load of approximately 5000 kw. Development of this
magnitude will require a new 69 kV line from Kanab/Fredonia Area and a new
substation in the area.

The timing of this project will be driven by the rate of load growth in the
East Zion Area (Maybe in the 2011-2012 time frame). This will require
approximately 17 miles of new 69 kV line from KCR to Mount Carmel Jct
area with a 69/34.5 kV substation at Mt Carmel Jet. The transmission is
estimated to cost about 5`b4. LM and the substation about $1 .AM.

Big Water Area
The existing line from the Paria Sub to Big Water has a load limit of about 3000
kW of load at Big Water. This is limited by voltage drop from the Sub to Big
Water with 3 sets of Voltage Regulators in service. The existing load is about
1000 - 1200 kw. The Canyon Lands development at Section 32 will add 1000 to
4000 kW of load. The State Trust Lands is also looldng at building a number of
condominiums and other subdivision developments in the area, If this load
develops as large as has been proposed we will need to upgrade the capacity in
the Big Water area. This will probably entail tapping the 138 kV line south of
Big Water with a new feeder into town.

The Canyon Country Lodge will use the remainder of the existing capacity
in the Big Water Area. Development of the town homes by State Trust
Lands and Stantec will require additional capacity to the area. A
switching station on the 138 kV line south of Big Water, approximately 8
miles of 138 kV line and a 138/25 kV substation near Big Water will be
required. The estimated cost of this prob et is $3.8M. The timing is
dependant upon the rate of growth but may be required as soon as 2009.

Tropic Substation
While this substation still has adequate capacity, the structure is an all wood
structure and is in need of replacement.

I did not include any thing for this because of more pressing needs. I
maybe should be budgeted in the 2015 time frame with a cost of $300k

Uranium Mining
There is a renewed interest in mining Uranium. The best/most recoverable
deposits in the US are on the Arizona Strip. It is reported that four different

C:\Documents and Settings\mmgrant\Local Settings\Temporary Internet Files\OLK3 lE\Near Term Projects Jan 08.doc
Last printed 2/13/2009 8:28:00 AM

Page 4 of 5



4

ng 42

companies are current doing exploration work 'm the area. This could result in
1000 to 4000 kW of load being served from the Fredonia and/or Ryan substations.
International Uranium has recently announced intentions to reopen the AZI mine
in the fall of 2007. This mine had a load of approximately 1.7 MW when it ran in
the late 1980s. They also plan to reopen the Pienut mine in 2008 with a load of
about 2 MW.

This development will either speed up the need for the KCR.project, a 69
to 34.5 kV tie at Hildale and or a transformer replacement/expansion of
the Fredonia Substation. We probably should budget $lM $3M in 2008-
10 for this issue.

Lake Powell Pipeline
This project will involve two new water pumping stations of about 20 MW each.
One station will be located in the Waweep area and one will be located in the
Peria Sub Area. According to the Washington County Water Board construction
should begin in 2010. This will require a new 138 or 230 kV line from Glen
Canyon to Parma.

It is unknown what to budget for this project at this time.

Twin Cities
There is a good possibility that the Twin Cities power system could be reacquired.
This system has about1100 customers with an annual peak of about 5500 kw.

We have agreed upon a purchase price of $3M. The transaction will
probably take place in late 2008 or early 2009. We will have
approximately $300k in improvements we will need to do to the system in
the 2008 m- 2010 time frame.
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO THIRD SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 17,2009

PKB-3.4 Please provide in a tabular form all the 69 kV substation transformers showing
voltage, capacity in MVA, and percent loading as of December 31 , 2008. Please indicate
specific action taken in 2007-2008 or to be taken in 2009 to replace the overloaded
transformers, if any.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: Garkane has two 69 kV transformers which serve Arizona Customers. The
Fredonia 69/34.5 kV transformer serves a mixture of Utah and Arizona customers. This
transformer is rated 10/14 MVA. In January 2008, the peak load was 13.96 MW at
100.0 PF. Garkane is currently worldng to upgrade the KCR Substation from a 34.5 kV .
delivery to a 69 kV delivery. This will remove approximately 3 MW of load from this
transformer. We are also planning in the future to move approximately 3 MW of existing
Garkane load in the Centennial Park and Cane Beds areas to the new delivery point. This
will further reduce the loading on the Fredonia Transformer.

The Ryan Substation is a 69/24.9 kV transformer Mth 2500 kA rating. The historical
peak load oh this transformer has been 1,338 kA at a 100.0 PF.

J
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GARKANE ENERGY COOPERATIVE, INC.
RESPGNSES TO THIRD SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 17, 2009

PKB-3.5 Please provide information on Garkane's wooden pole replacement program.
What percentageof all such poles were replaced in 2007 and 2008 (to date) and where?

' Please specifically indicate the lines where wooden poles would be replaced during 2009-
2010.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
. Kan ab, Utah, 84741, 435-644-5026, 1navant@garkaneenergy.com

Response: Garkane has been annually inspecting and retreating approximately 1,000 poles
for die total system--Utah and Arizona. This inspection involves excavation to
approximately two feet around the pole, core drilling the pole to check for internal decay,
applying internal biocide treatment and applying an external preservative wrap. Of the .
422 poles in ArizOna inspected during 2008, two were found to have internal decay and
were replaced.
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO THIRD SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 17, 2009

PKB-3.6 Please provide information on Garkane's distribution system losses for 2000-
2008, both in MW and in percentage of peak load for each year.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 Soudl Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: Garkane tracks losses on a kph basis rather than on the MW basis requested.

Year kph Sold Losses

i

2000
2001
2002
2003
2004
2005
2006
2007
2008

120,767,183
120,218,068
122,216,068
124,230,840
138,135,498
157,639,943
171,081,272
182,796,623
194,055,818

8.05%
7.47%
8.11%
8.46%
8.81%
8.90%
9.31%
9.51%
9.40%
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO THIRD SET OF DATA REQUESTS OF

ARIZONA CORPGRATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February17, 2009

PKB-3.7 For the years 2007 and 2008, please provide a listing of all distribution service
interruptions with duration of two hours or more and which affected 50 or more
consumers in Garkane Energy Cooperative's ("Garkane") service ten°itoryQ Please
include for each outage the ascribed cause, the duration in Minutes, the number of
consumers affected, and the remedial efforts, including equipment replaced, required to
restore service. Please separately list the 5 worst performing feeders (circuits) in each
year, the reasons for such performance, and what corrective actions were taken or are
planned to improve dieir performance and reliability.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kanab,Uta.h, 84741, 435-644-5026, mavant@garkaneenergy.com

(

Response: Garkane has dire feeders which serve Arizona Customers. The majority of the
customers are on the Colorado City Feeder out of the Fredonia Substation. The Colorado
City Feeder experienced one outage of more than two hours which affected more than 50
customers. The feeder was off for 260 minutes on 20 December 2008, affecting 542
customers, due to a failed interrupter onthe Pipe Valley OCR. The OCR was replaced
and the failed unit was returned to ABB for failure analysis.

The feeder with the worst reliability record is the Big Springs Feeder out of the Ryan
SubstatiOn. This feeder serves the area between Ryan and the North Rim of Me Grand
Canyon. The line is approximately 42 miles 'm length, serves fewer than 20 customers,
has a peak load of approximately l MW during the summer and less than 300 kW during
the winter. Winter storms ravage this line due to lehigh elevations which it traverses.
The line is entirely on USFS- and NPS-controlled land. The USFS has been very
restrictive on when, how and what trees Garkane is permitted to trim or remove. This
line has seen numerous tree- and storm-related outages during the past two years. To
improve the situation, we have been working with APS and other Arizona utilities in their
Programmatic EA on Forest Service Lands in Arizona seeking to obtain permission from
the Forest Service to clear this right-of-way. This study and planning effort has been
under way for the past three years.

10703-3/20256'72v3
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO THIRD SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0_98

February 17,2009

PKB-3.8 Please provide a listing of all complaints, either formal or informal, made to
Garkane by customers that involve claims of poor power quality, including but not
limited to, voltage levels, harmonics, "flicker", etc. and a description of Garkane's
response. Please include details of all resulting investigations performed by Garkane,
including what equipment was modified or newly installed as a result of the
investigations and if such resolved the complaint.

)

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: During 2008, Garkane received two power quality complaints Hom Arizona
customers. One was found tO be caused by corroded aluminum URD conductors. The
home owner had installed a fence several years prior to the problem being reported.
Linemen found that the homeowner had nicked the insulation on the service wires while
installing a fence post. The nicked wire was never reported to Garkane. Time and
moisture had finally caused the aluminum conductor to oxidize resulting in high voltage
drop under load. The service conductor was replaced.

The second power quality problem reported was due to burned lugs in the meter base.
The meter base was replaced.

10703-3/2025672v3



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO THIRD SET .OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0-98

February 17, 2009

&

PKB-3.9 Please state the number of new capacitor banks installed on the distribution
system for the years 2007-2008. What was die system power factor for the same period?

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com

Response: The Garkane system had a peak power factor of 99% at the Glen Canyon Delivery
point in 2008. The power factor at Glen Canyon is leading under light load conditions. '
Because of the leading power factor at various points on the system, we have no capacitor
banks installed on the distribution system.

r

Q

7

10703-3/2025672v3



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO THIRD SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

February 17, 2009

pKB-3.10 Please list the number and size of distribution transformers that failed for each of
the years 2006-2008, and the cause of their failure.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.com `

a

Response: Review of outage reports for the years 2006 through 2008 show that 30 outages
were attributed to transformers. Ten of die outages were due to blown high-side fuses
and the lineman was able to replace the fuses and return the transformer to service.
These were primarily overhead transformers. Two of the outages were due to
transformers being physically damaged by vehicles or heavy equipment hitting them.
These were both pad mount transformers. Fifteen of the outages were attributed to
tripped secondary breakers or changed out due to overloads. Two were due to internal
faults. One was due to an external fire damaging the transformer.

l
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GMLLAGHER a KENNEDY
p_A_

LAW OFFICES

MICHAEL M. GRANT
DIRECT DIAL: (602)sao-azs1

E-MAH; MMS@GKNET.COM

2575 E49 CAMELBACK ROAD
PHOENIX,AmzonA85016-9225

PHONE (602)530-8000
FAX: (602) 530-8500

www.sKnET.com

March 3, 2009

VIA E-MAIL AND U.S. MAIL

Robin Mitchell
Legal Division
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

Re: Garkane 's Responses to Stoj"s Fourth Set of Data Requests;
DocketNo. E-01891A»~£%8.40598

Dear Robin:

spouses. an t i
Application. A copy is also being and snailed to Ms. Wallace.

Enclosed are Garkane's responses to s Fourth Set on the Colorado City CC&N

QGALLAGPIER & KENNEDY, p.A.

B :
Michael M. GTaI1t

MMG/plp
10703-»3/2048819

Enclosures

cc (w/enclosures): Viced Wallace, Utilities Division
Mike Avant
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GARKANE ENERGY COOPERATIVE," INC.
RESPONSES TO FOURTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

March 3, 2009

VW 4.1 Garkane Energy Cooperative, Inc. ("Garkane") indicated in its application that it
was in the public interest to approve the expansion request for basically four reasons.
One of those reasons was there would be "some operational efficiencies associated with
the acquisition of the Twin Cities operation which would redound to the benefit of all of
Garkane's members." Please describe those operations efficiencies.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741 , 435-644-5026, mavant@garkaneenergy.com

Response: One of the efficiencies of the acquisition has to do with maintenance/repair
personnel being located more closely to Garktane's current service temltory. Of the .
approximately 700 customers that Garkane serves in Arizona, over 500 of them are
located within a 15-minute drive of Colorado City. Garkane currently serves this area
with line crews out of the Kan ab Office which is approximately 45 minutes to one hour
away. Crews from Kan ab travel to the area around Colorado City two to three times per
week. With die acquisition, Garkane will acquire two journeyman linemen and an
office/warehouse building. By having them service both the Twin Cities area and the
Arizona Garkane customers in the surrounding area, this will reduce the travel time for
and expense of Garkane crews to Arizona customers as well as improving response time
to the area.

Also, under the MOU, in 2011 Garkane will be able to move the existing Garkane
Arizona loads in the area onto the new delivery point. This change in delivery point feed
will reduce the current loading on the Fredonia Sub transformer by approximately twenty
percent (20%), which is currently near its top rating. This will save customers money by
eliminating or, at least, postponing the need to replace this transformer with a larger size.

10703-3/2047049v2
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FOURTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION colvuvnssIon STAFF
Docket No. E-01891A-08-0598

March 3, 2009

VW 4.2 Garkane entered into a Memorandum of Understanding to serve Colorado city,
Arizona, and the city of Hildatle, Utah. The Hildale transaction will be subj et to the
jurisdiction of the Utah Public Service Commission. Has Garkane filed for approval of
the Hildde transaction wide the Utah Commission and what is the status of that
application? Also, does Garkane plan to proceed with the Colorado City sale even if for
any reason the sale to Hildale fails to close?

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergy.corn

Response: Under Utah Commission Rule R746-401 , Garkane is only required to report the
transaction to the UtahCommission. Because the transaction involves less than five
percent (5%) of Garkane's gross utility plant, no approval 80m the Utah Commission is
required. Garkane must submit the report to the Utah Commission at least 30 days prior
to the closing. This report will be made before the end of March.

The transaction will not be closed unless Garkane acquires the Hildale System, the
Colorado City System, the Transmission System, the TSOA Delivery Point Hom Rocky
Mountain Power and commences the power purchase from DGT prior to June 30, If any
one of these items does not occur, the transaction will not be closed.

10703 -3/2047049v2
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G45\Ll..J¢l\GHER 8: KENNEDY
EA.

LAW OFFICES

MICHAEL M. GRANT
DIRECT DIAl (602) 530-8291

E-MAIL: MMG@GKNET.COM

2575 EAST CAMELBACK ROAD

PHOENIX, ARlZONA 85016-9225

PHONE:  (602)  530-8000

FAX:  (602)  530-8500

WWW.GKNET.COM

March 10, 2009

VIA E-MAIL AND U.S. MAIL

Robin Mitchell
Legal Division
Arizona Corporation Commission
1200 W. Washington St.
Phoemlx, AZ 85007

Re: Garkane 's Responses to Staffs FWI1Set ofDato Requests; Colorado City CC&dV
Application Matter,Docket NO.E-01891A-08-0598

Dear Robin:

Garkane's responses to Staffs Fifth Set of Data Requests are enclosed. A copy has also
been mailed and e-mailed to Ms. Allen.

Very truly yours,

GALLAGHER & KENNEDY, P.A.

I

Michael M. Grant

MMG/plp
10703-3/2055545

E n c l o s u r e s

cc (w/enclosures): Candrea Allen, Utilities Division
Mike Avant

By:

<
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIFTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

March 10, 2009

CA 5-1 Will Garkane charge the Colorado City customers an adjustor rate greater
than the $0.00 rate currently charged to Garkane's other customers?

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026,mavant@garkaneenergy.com

Response: Yes. As explained 'm paragraph 8 of the Application and in response to CA 1-4,
the adj Astor will be higher for Colorado City customers in order to recover the
approximately $900,000 in annual higher power supply and transmission costs which are
attributable to serving Colorado City customers and to hold other Arizona Garkane
customers harmless from those higher costs.

10703 -3/2048987v2



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO FIFTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

March 10, 2009

CA 5-2 If your response to 5.1 above is 'm the affirmative, please provide the following
information:

A.
B.

The adjustor rate to be charged.
An explanation of how the adjustor will be calculated.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741 , 435-644-5026,mavant@,<zarkaneenergv.com

Response: In relation to the adjustor rate to be charged, Garkane provided pages from the
financial model in its response to CA 1-3. Included were three pages entitled
Comparison of Rates. The adjustor for each rate class is shown under "Acq FAC" (or
Acquisition Fuel Adjustment Charge) in the far right-hand block of calculations for each
class. So, for example, the Residential "Acq FAC" is $0.037317, the Residential Prepay
"Acq FAC" is $0.037412; and so on. Attached are pages from the model with
handwritten notes which show how these adjustors were calculated by class. These
adjustors are fixed based upon the $900,000 in higher annual costs as explained 'm the
responses to CA 5-1 and 1-4. They will not be recalculated. Should wholesale power
costs change generally for Garkane's system-up or down-in the future, those adjustors
will affect all Garkane customers and will be added to (or subtracted from) these fixed
adjustors in Colorado City. Please. call me at the number above if you would like further
explanation.
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GALLAGHER 8:KENNEDY

VIA E-MAIL AND U.S. MAIL

MICHAEL M. GRANT
DIRECT DIAL! (602) 530-B291

E-MAIL: MMG@GKNET.COM

RA.

LAW OFFICES

March 31, 2009

RE€IEil/'ED
AM Q 2 2009

4 9
7h=:§'3 .

2575 EAST CAMELBACK ROAD
PHOENIX, AR1ZONA 85016-9225

PHONE: (602) 530-8000
FAX- (602) 530-8500

WWW.GKNEll.COM

QQ WE M

L18 I lies

*a

Robin Mitchell
Legal Division
Arizona Corporation Commission
1200 W. Washington St.
Phoenix,  AZ 85007

3 I#¢""\ .. M v*» 4.
Leia 2;3€3ILL==

Re: Garkane 's Responses to Staffs Szxrh Set of Data Requests;
Docket No. E-01891A-08-0598

Dear Robin:

Attached are Garkane's Responses to Staffs Sixth Set of Data Requests in the Colorado
City CC&N matter. A copy is also being mailed and e-mailed to Ms. Allen. Also, please give
me a call to discuss the hearing Friday, the Staff Report and Ga:rkane's response.

Very truly yours,

GALLAGHER & KENNEDY, P.A.

By:
Michael M. Grant

MMG/plp
10703-3/2071904

Attachments

cc (w/attachments):
.».

Candrea Allen, Utilities Division/
Mike Avant

.
a



GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO SIXTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket NO. E-01891A-08-0598

March 31, 2009

CA 6-1 According to the application, Garkane states that the wholesale power cost is
$900,000 more to provide service to Colorado City. Please explain why the cost to
provide service to Colorado City is greater than the cost to provide service to Garkane's
other customers. Please provide any calculations necessary.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644~5026,mavant@garkaneenergv.com

Response: Paragraph G of Rate Schedule A (Attachment A to the Wholesale Power Contract
between Deseret and Garkane) requires that "any new load with a demand of more than
2.5 MW shall be served under a Negotiated Contract." Deseret applies this clause to
include any newly-acquired loads like Colorado City which, in the aggregate, are a
demand in excess of 2.5 MW. The negotiated contracts are based upon market rates.
Market rates, at the time Garkane negotiated with Deseret for power needed to serve the
Twin Cities' load, were in the $60 to $61 per MWh range for firm load shaped products.
The 2005 historical Twin Cities loads were 29,274 MWh and 61,500 kW-months. At the
Rate Schedule A energy and demand rates of $15/MWh and $6.518/kW-month, a
Facilities charge of $931 ,110 was necessary to meet this market average cost of '
$60.50/MWh. This Negotiated Facilities Charge has, since those initial negotiations,
been rounded down to $900,000.

29,274*60.5=(29,274* 15)+6.6l8*61 ,500+FAC

FAC=931,ll0

The $900,000 FAC equates to an average cost of $59.44/MWh.

59.44=(900,000+(29,274* 15)+(61 ,500*6.518))/29,274

10703-8/2070787v2
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO SIXTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

March 31, 2009

CA 6-2 Prior to the Twin Cities municipal utilities providing service to Colorado City,
what was the wholesale power cost to Garkane to provide service to the area? At that
time, was Garkane's wholesale power cost to serve Colorado City greater than the
wholesale power cost to serve its other customers?

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026,mavant@garkaneenergv.com

Response: Prior to the sale of the Colorado City system to the Twin Cities municipal
authority in May 1994, Garkane was purchasing power from Deseret at the rate of
$32.20/kw-month and $24.05/MWh. This rate included the power necessary to serve
Colorado City. In October 1996, Deseret completed a major restructuring and
significantly changed its rate structure. Garkane has purchased power from Deseret
under the existing Rate Schedule A since the 1996 restructuring. Because the Colorado
city area was not part of Garkane's loads or service territory at the time of the
restructuring and adoption of Rate Schedule A, it is a "new load over 2.5 MW" under
Rate Schedule A as explained in the response to CA 6-1 .

l

10703-3/2070787v2
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO SIXTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

March 31, 2009

CA 6-3 Prior to the Twin Cities municipal utilities serving Colorado City, did Garkane
obtain power from Deseret Power Electric Cooperative or from another company?

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026, mavant@garkaneenergv.com

Response: See the response to CA 6-2 above.

10703-3/2070787v2
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GARKANE ENERGY COOPERATIVE, INC.
RESPONSES TO SIXTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-01891A-08-0598

March 31, 2009

CA 6-4 Please explain why there is a difference between the wholesale power cost
Garkane paid prior to the Twin Cities municipal utilities providing service and the
wholesale power cost of $900,000 Garkane will pay once granted a CC&N extension.

Respondent: Mike Avant, Engineering Manager, Garkane Energy, 1802 South Highway 89A,
Kan ab, Utah, 84741, 435-644-5026,mavant@garkaneenergv.com

Response: See the responses to CA 6-2 and CA 6-1 above.

10703-3/2070787v2
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Kane Energy Cooperative, I
Docket No. E-01891 A-08-0598

Application for Extension
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