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’ 5 BEFORE THE ARIZONA CORPORATION COMMISSION
‘ 6 || IN THE MATTER OF THE APPLICATION OF ) W-01445A-02 -
| ARIZONA WATER COMPANY, AN ARIZONA )
\ 7 || CORPORATION, FOR AN ORDER AUTHORIZING ) APPLICATION FOR AUTHORITY
THE EXECUTION OF A LOAN AGREEMENT OR ) A GREE&SXE%%TEI\%OAN
8 || AMENDMENT THERETO AND THE DELIVERY % N EERETO oD e oMENT
| 9 || OF A PROMISSORY NOTE IN CONNECTION ) PROMISSORY NOTE
THEREWITH.
| 10
Arizona Water Company, a public service corporation (the "Company"), respectfully
11
shows as follows:
12
L
13
The Company is an Arizona corporation owning and operating a water utility business in
14
various municipalities and other areas in Cochise, Coconino, Gila, Maricopa, Navajo, Pima,
15
Pinal and Yavapai Counties in Arizona in accordance with certificates of convenience and
16
necessity heretofore granted by the Arizona Corporation Commission (the "Commission").
17
II.
18
The principal place of business of the Company is 3805 North Black Canyon Highway,
19
Phoenix, Arizona 85015.
20
L
21
On July 30, 1997, the Company entered into a Business Loan Agreement (the "1997
22
Loan Agreement") with Bank of America Arizona (the "Bank") which established a line of credit
| 23
‘ in an amount not to exceed $9,000,000, which expired on May 31, 1998. The 1997 Loan
24
Agreement was approved and authorized by the Commission in its Decision No. 60272, entered
| 25
| on July 2, 1997. Beginning on January 18, 1998, with the First Amendment to the 1997 Loan
26
i Agreement, the Company and the Bank entered into ten amendments to the 1997 Loan
27
Agreement, each of which is described in previous Company financing applications and each of
28
which the Commission has approved.
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Iv.

On March 29, 2002, the Company and the Bank entered into the Tenth Amendment to the
1997 Loan Agreement which set the Company's line of credit at an amount not to exceed
$5,000,000, pursuant to the Commission's approval of the Company's Application for authority
to do so, as approved in Decision No. 64663 on March 25, 2002. Advances against this line of
credit cannot be initiated after June 1, 2002. Therefore, the Company requests prompt action on
this Application.

V.

The Company’s short-term indebtedness is incurred for the construction of improvements
and additions to the Company’s utility plant within the State of Arizona and for the
reimbursement of monies actually expended from monies in the Company’s treasury for such
purposes. As of February 28, 2002, the Company’s short-term indebtedness was $3,700,000.

VL

The Bank is being asked to extend the Company a line of credit in an amount not to
exceed $11,500,000 which will be available from June 1, 2002, or the date the Commission
approves this Application, if later, through November 30, 2003. One of the conditions to the
Company's obtaining the line of credit from the Bank is the execution of one or more
amendments (the "New Amendments") to the 1997 Loan Agreement between the Bank and the
Company. The New Amendments will keep in effect the terms and conditions of the 1997 Loan
Agreement. Copies of the New Amendments executed in conjunction with the $11,500,000 line
of credit will be submitted as late-filed exhibits. The proceeds of the line of credit under the New
Amendments will be utilized by the Company for payment for construction of improvements and
additions to the Company's utility plant located in the State of Arizona, and for the
reimbursement of monies actually expended from the Company's treasury for such purposes and
for payment to Utility Investment Company of short-term indebtedness which may be
outstanding on or after the effective date of the New Amendments.

VIIL

The unpaid principal balance of all advances made under the line of credit provided for in

the New Amendments will bear interest during each calendar month at the Bank’s Reference

Rate minus .25 percentage point or such other rates as are negotiated to obtain the $11,500,000
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line of credit. Advances under the Tenth Amendment are made at the Bank's Reference Rate
minus .25 percentage point or one of two optional interest rates elected by the Company. If one
of these optional rates is chosen, it will be equal to or less than the Bank's Reference Rate minus
.25 percentage point.

VIIL.

The New Amendment establishing the $11,500,000 line of credit shall not become
effective until after the Commission has approved this Application. The Company requests
approval prior to the end of the availability period of the Tenth Amendment which is June 1,
2002.

IX.

The Company believes and therefore alleges that it is in the best interests of the Company
and its customers that the Commission authorize the Company to execute the New Amendments
for the reason that the Company must finance future construction and expansion of its water
facilities to maintain and continue a high quality of service to its customers.

X.

Attached hereto, marked Exhibit "A" and by this reference made a part of this
Application, are the Company's financial statements for the twelve months ended December 31,
2001.

XI.

Attached hereto, marked Exhibit "B" and by this reference made a part of this
Application, is a certified copy of a resolution adopted by the Board of Directors of the Company
on March 19, 2002, authorizing the Company to borrow an amount not to exceed $11,500,000
and to file this Application with the Commission.

XII.

In Decision No. 64663, the Commission concluded, as a matter of law, that, in

consideration of the recommendation of the Staff of the Commission's Utility Division, the

application therein could be summarily approved, and in further consideration of the
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Commission's approval of a virtually identical application in Decision No. 62844, no hearing
was necessary to approve the Company's application.

This Application is likewise virtually identical to the applications referred to in the
preceding paragraphs. Therefore, the Company submits that no hearing is necessary on this
Application and that summary approval by the Commission would be appropriate in this matter.

WHEREFORE, the Company prays that the Commission, without a hearing, and prior to
June 1, 2002, enter its order:

1. authorizing the Company to execute and deliver the New Amendments to Bank of

America Arizona for a line of credit in an amount not to exceed $11,500,000;
2. authorizing the Company to use the proceeds of the line of credit provided for in the
New Amendments for the following purposes:

a. Payment and retirement of short-term indebtedness; and

b. Payment for the construction of improvements and additions to the
Company's utility plant within the State of Arizona and for the reimbursement of
monies actually expended from the Company's treasury for such purposes and for
payment to Ultility Investment Company of short-term indebtedness which may be
outstanding on or after the effective date of the New Amendments.

3. finding that in the opinion of the Commission the money to be borrowed pursuant to
the New Amendments is reasonably necessary for the purposes specified in paragraph
2 of this prayer and that such purposes are not wholly or in part reasonably chargeable
to operating expense or to income; and
4. authorizing the Company to do and perform any and all acts and things necessary or
appropriate to effectuate, carry out and perform the foregoing.
DATED this/@fXday of April, 2002.

Respectfully submitted,

by Koo LW (T alhe

Robert W. Geake

Post Office Box 29006

Phoenix, Arizona 85038-9006
Attorney for Arizona Water Company
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Original and ten (10) copies delivered
this /efa day of April, 2002 to:

Arizona Corporation Commission
Docket Control Division

1200 West Washington Street
Phoenix, Arizona 85007
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EXHIBIT A
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o . EXHIBIT B .

ARIZONA WATFER CcOMPANY
CERTIFICATE OF RESOLUTION

ROBERT W. GEAKE does by these presents certify that he is the Secretary of
Arizona Water Company, an Arizona corporation (hereinafter sometimes referred to as the
"Company"); that as such he is familiar with the records and files of the Company; that on

March 19, 2002, at the annual organization meeting of the Board of Directors of the Company,

the following resolution was adopted:

"RESOLVED: That the Company may borrow from Bank of America Arizona
or a comparable financial institution or Utility Investment Company when and as needed,
from June 1, 2002 through November 30, 2003, an amount not to exceed in the aggregate
of $11,500,000 outstanding at any one time, exclusive of interest and charges, and that
any two of the Chairman of the Board, the President, any Vice President, the Treasurer,
the Secretary, or any one of the above and any Assistant Secretary or any Assistant
Treasurer be, and they hereby are, authorized from time to time on behalf of the
Company to agree to the terms and conditions of such borrowings and to execute notes,
loan agreements, other necessary documents and extension or renewals thereof as may be

required to evidence such borrowings; and

"BE IT FURTHER RESOLVED: That all prior actions ofthe officers
of the Company in borrowing money from or in incurring other obligations to Bank of
America Arizona or Utility Investment Company and the execution of any and all
instruments and agreements by them are hereby ratified, confirmed and approved; and

"BE IT FURTHER RESOLVED: That Bank of America Arizona and/or such
other comparable financial institution selected by the officers of the Company and/or
Utility Investment Company may rely upon these resolutions and the certificates of the
officers given in connection therewith until written notice of other action of the Board of
Directors of the Company is served upon Bank of America Arizona and/or such other
comparable financial institution selected by the officers of the Company and/or Utility
Investment Company and until all indebtedness and obligations of the Company to Bank
of America Arizona and/or such other comparable financial institution selected by the
officers of the Company and/or Utility Investment Company are paid and satisfied; and

HNAWCEXESWMII K LOAN APP-BOFA-2002.EX C.COR.DOC
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ARIZONA WATEKR coMPANY

Certificate of Resolution April 1, 2002
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"BE IT FURTHER RESOLVED: That the Chairman of the Board, the
President, any Vice President, the Treasurer, the Secretary, an Assistant Secretary or an
Assistant Treasurer are hereby authorized to sign any and all documents, instruments and
applications to the Arizona Corporation Commission, or otherwise, or other instructions
necessary to complete such borrowings."

The foregoing resolution is in full force and effect and has not been revoked.

IN WITNESS WHEREOQF, the said Robert W. Geake has executed this certificate this
1 day of April 2002.

Secretary
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