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IN THE MATTER OF THE APPLICATION
OF NAVOPACHE ELECTRIC
COOPERATIVE, INC., AN ELECTRIC
COOPERATIVE NONPROFIT
MEMBERSHIP CORPORATION, FOR
AUTHORIZATION TO SECURE UP TO
$9,500,000 IN LONG TERM FINANCING,
TO PLEDGE, MORTGAGE, LIEN
AND/OR ENCUMBER UTILITY ASSETS
IN RELATION THERETO, AND FOR
RELATED AUTHORIZATIONS|

BACKGROUND

13

14 Navopache Electric Cooperative, Inc. ("Navopache" or "Cooperative") by and through

15 undersigned counsel,pursuant to A.R.S. §§40-285 and40-301et seq.,hereby requests the

16 Arizona Corporation Commission ("Commission") to place upon the first available Open

17 Meeting the issue of authorizing Navopache to issue up to Nine Million Five Hundred

18 Thousand dollars ($9,500,000.00) in long term debt for the ptnpose of retiring and

19 consolidating existing long term debt previously authorized by the Commission in order to

20 securebetter interest rates thereon.

21

22 By this application, theCooperative seeks the opportunity to save its member/

23 customers approximately $770,000 in interest expense over the next thirteen years. No new

24 or additional funds are being requested. All loan funds will be used to retire/payoff existing

25 loans previously approved by the Commission. The loan period of the new debt will not

- | ..
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l extend beyond the remaining term of the existing approved loans. The funds will be loaned

2 by the National Rural UtilitiesCoope¥atiVeFinmce Corporation ("CFC"), a respected

3 financial institution well known to the Commission and the Cooperative.

4 Due to the straight-forward nature of this application, the potential benefits flowing

5 from the transaction and the fact tllat the window pf opportunity might close soon, Navopache

6 respectfully requests that mis Application receive expedited processing without need for a

7 separate evidentiary hearing. Navopache requests the matter be brought to the Commission

8 for consideration at the earliest Open Meeting possible.

9 Navopache has twelve outstanding Commission approved long term United States

10 Department of Agriculture Rural Development ("RUS") guaranteed loans issued at an interest

l l rate of five percent (5%). The RUS loans are more fully identified on Exhibit l attached

12 hereto (the "RUS Loans"). As of December 31, 2016, there will be approximately $9,142,781

13 in principal still outstanding on the various RUS Loans.

14 Navopache can payoff/retire the RUS loans without penalty through refinancing them

15 with loans from the CFC. The CFC loans will generate only the funds needed to payoff/retire

16 the RUS Loans. The CFC loans will be for lengths no longer than the RUS Loans. The CFC

17 loans will be issued at interest rates at or below the RUS Loans. Current rates would allow

18 for the CFC loans to be issued with an interest rate of 4.16% for lengths no longer than the

19 remaining terms of the RUS Loans. Additionally, CFC provides cash patronage which RUS

20 does not. The general terms and conditions of CFC loans (e.g., minimum TIER and DSC

21 requirements) otherwise are substantially similar to those of the RUS Loans.

22 Navopache projects that total interest savings will exceed $770,000 over a thirteen-

23 year period. The patronage capital from CFC would generate cash inflow of $104,006 over

24 the same thirteen-year period, with an additional inflow of $104,006 in years 2042-2056.

25 Thus, even if issued at an interest rate of 5%, there would be a net benefit to the Cooperative

-2-
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1 and its members if the existing RUS Loans are paid oft7retired through a new financing with

2 CFC. Savings by year are illustrated on Exhibit 2 attached hereto. An illustrative example of

3 how the current financing might be refinanced is set forth in Exhibit 3 attached hereto.

4 Navopache's unaudited income statement and balance sheet as of October 2016 are set

5 forth in Exhibit 4 attached hereto.

6 Interest rates me projected to increase in the near future, so the window of opportunity

7 to effectuate the benefits associated with the proposed long term financing may be closing

8 rapidly.

9 Navopache will as expeditiously as possible have the form of notice attached hereto as

10 Exhibit 5 published in one or more newspapers of general circulation within Navopache's

l l certificated area and provide a deadline for intervention that is no earlier than fifteen (15)

12 days following the first publication of the notice.

13 WHEREFORE, Navopache Electric Cooperative, Inc. respectfully requests the

14 Commission to expedite review and approval of this application without a separate hearing

15 and enter its decision:

16 1. Approving the form of notice set ford in Exhibit 5;

17 2. Authorizing Navopache to secure new long term financing with CFC in an amount

18 not exceeding $9,500,000, at interest rates of not more than 5% over varying terms

19 not to exceed thirteen (13) years for the purpose of paying off/retiring the existing

20 RUS Loans as more fully set forth in Exhibit l attached hereto;

21 3. Finding issuance of the new CFC loans is for lawful purposes which are within the

22 corporate Powers of Navopache, is consistent with sound financial practices and the

23 proper performance by Navopache of service as a public service corporation and

24 will not impair Navopache's ability to perform that service;

25

-3-
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4. Authorizing Navopache to pledge, mortgage, lien and/or encumber utility assets in

furtherance of securing said new indebtedness; and

5. Authorizing such other and further actions related thereto as the Commission

deems just and proper. M(

RESPECTFULLY SUBMITTED this _/'In_day of December, 2016.

THE LAW OFFICES OF
WILLIAMp. SULLIVAN P.L.L.C

By:
vW i  l i m . Sulll an

501 East Thomas Road
Phoenix, Arizona 85012-3205

Attorneys for Navopaehe Electric
Cooperative, Inc.

PROOF OF AND CERTIFICATE OF MAILING

Thereby certify that on miQ_.§_("4ay of December, 2016, I caused the foregoing
document to be served on the Arizona Corporation Commission by delivering the original and

thirteen (13) copies of the above to:

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

1141@iul.l14
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Exhibit 1

NEC - RUS Notes Proposed for CFC Refinancing
12/21/2016

I Note Identifier
Maturity

Date

Total to Refinance $ 9,142801
Annual RUS Principal
Interest Balance
Rate 12/31/16Type Issue Date

Original
Prlndpal

RUS
RUS

01/26/18
01/26/18

ET-23-1 1B252
ET23-2 1B250

01/28/83
01/28/B3 1,780,500.00

1,780,500.00 5.0000% 103 116
5.0000% 100,047

Years
35
35
35
35
35
35
35
35
35
35
35
35

RUS
RUS
RUS
RUS
RUS
RUS
RUS
RUS
RUS
RUS

03/05/87
03/05/87
03/03/93
03/03/93
08/01/98
08/01/96
08/01/96
08/01/96
08/01/96
08/01/96

03/05/22
03/05/22
03/03/28
03/03/28
08/01131
08/01 /31
08/01/31
08/01 /31
0a101 /31
08/01131

5.0000%
5.0000%
5.0000%
5.0000%
5.0000%
5.0000%
5.0000%
5.0000%
5.0000%
5.0000%

3,029,000.00
3,029.000.00
1.766.000.00
1766,000.00
2,000,000.00
1,5201000.00
1,500,000.00
2100000.00
1026,437.00

183663.00

835,408
864,594
928090
954.913

1274,880
968,757
961,955

1,360346
668,567
122,328

RET-24-1 (1B280)
RET~24-2 (18263)
RET-25-1 (18270)
RET-25-2 (18278)
RET-26~1 (1B280)
RET-28-2 (1B281)
RET-26-3 (1 B282)
RET-264 (1B283)
RET-28-5 (1B284)
RET~286 (18285)

i
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Exhibit 5

PUBLIC NOTICE
AN APPLICATION FOR AN ORDER

AUTHORIZING THE ISSUANCE OF LONG TERM FINANCING BY NAVOPACHE
ELECTRIC COOPERATIVE, INC.
Docket No. E-O17871A-_-

i

iNavopache Electric Cooperative, Inc. ("Company") filed an Application with the Arizona
Corporation Commission ("Commission") for an order authorizing Company to issue up to
$9,500,000 (gross proceeds) of Long Term Financing to retire and consolidate previously
approved long term financing. The application is available for inspection during regular
business hours at the office of the Commission at 1200 W. Washington, Phoenix, Arizona
85007, and the Company's offices at 1878 w. White Mountain Boulevard, Lakeside, Arizona
85929.

2.

Intervention in the Commission's proceedings on the application shall be permitted to any
person entitled by law to intervene and having a direct substantial interest in this matter.
Persons desiring to intervene must file a Motion to intervene with the Commission which must
contain the following information:

1. The name, address and telephone number of the proposed intervenor and of any
person upon whom service of documents is to be made if different than the intervenor.

A short statement of the proposed intervenor's interest in the proceeding.

a. Whether the proposed intervenor desires a formal evidentiary hearing on the application
and the reasons for such a hearing.

4. A statement certifying that a copy of the Motion to intervene has been mailed to
Applicant.

The granting of Motions to intervene shall be governed by A.A.C. R14-3-105, except that all
Motions to intervene must be filed on, or before, January , 2017.


