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0 FINANCING
(Expedited Processing Requested)
11
12 Doney Park Water Company (“Applicant”) pursuant to A.R.S. § 40-301, ef seq.,
3 |l seeks Arizona Corporation Commission (“Commission”) authorization to issue up to
14
One Million Five Hundred Thirty Thousand Dollars ($1,530,000.00) in long-term
15
6 indebtedness with the Industrial Development Authority of Coconino County (“IDA”) on the
17 || terms and conditions and for the purposes set forth below. As the subject financing is
18 || associated with the drilling of two new wells, which will be drilled in January and February of
19112007, Applicant respectfully requests the Commission expedite processing of this Application.
20
This Application is supported by the following:
21
Background
22
23 1. Applicant is an Arizona nonprofit member-owned corporation authorized
-4 || by the Commission to operate as a public service corporation providing water service to
25

customers within its certificated area in Coconino County, Arizona.




2. Applicant currently serves approximately 3,315 customers.

2 Approximately 80 and 56 new connections were added in 2005 and 2004, respectively.

’ 3. Applicant last drilled a new well in 1988, known as the Marijka Well.

: Applicant’s wells are drilled approximately 1,700 feet deep and generally have a static water
¢ |[level around 1,500 feet below the ground surface.

7 4. Since drilling the Marijka Well, Applicant has met growing water

8 || demand by rehabilitating and improving existing wells, increasing storage capacity and

? improving its distribution system (e.g., looping systems and eliminating constrictions).

1(1) Attached as Exhibit A is Applicant’s Water Data Sheet for the last thirteen months.

. Two New Wells

13 5. In order to meet existing and projected water demands economically and
14 || reliably, Applicant now is planning to drill two new wells.

13 6. The general well design for the two new wells is attached as Exhibit B.
16 Each well is estimated to cost approximately $675,000.00 to drill and case, as reflected in

i: Exhibit C attached hereto. The drilling contractor has agreed to provide a $30,000.00 discount
1o ||ON the second well if contracted for at the same time as the first well. The well driller

20 || indicates the discount reflects the elimination of a second mobilization and a price break on
21 || labor and materials.

2 The Proposed Financing

» 7. The IDA has issued a Resolution Granting Preliminary Approval of the
z: Proposed Financing. See Exhibit D attached hereto. [Note, although the IDA has

preliminarily approved issuance of up to $2,000,000.00 in bonds, Applicant is only seeking
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$1,530,000.00 in financing.] The IDA is expected to provide final approval on November 27,
2006, with the Coconino County Board of Supervisors’ action currently anticipated at its
December 5, 2006 open meeting.

8. By going through the IDA, Applicant is able to get more favorable, tax-
exempt, financing than otherwise available. The proposed terms and conditions are set forth
on Exhibit E. The interest rate will be determined 30 days prior to close and will be
dependent on the 10-year Treasury Bond rate. A 15-year loan will be set 1.05 basis points
above the then current 10-year Treasury Bond rate. Repayment will be monthly. At an
estimated interest rate of 5.85%, monthly loan payments for a 15-year loan would be
approximately $12,787.35. The financing shall be secured by Applicant’s general revenues.
There will be no lien on any of the Applicant’s assets.

9. The proceeds of the IDA financing will be used to pay the costs of
drilling, equipping (including associated electrical and pressure tanks) and interconnecting
two new wells, including certain costs of securing financing.

10.  Applicant’s Board of Directors has authorized the Applicant to pursue the
IDA financing for the purpose of financing two new wells. See, Certification of Excerpt of
August 28, 2006 Minutes attached as Exhibit F.

11.  The execution of the necessary documents to effectuate financing in a
total amount not to exceed One Million Five Hundred Thirty Thousand Dollars

($1,530,000.00) is for lawful purposes which are within the corporate powers of Applicant,

25

are compatible with the public interest, with sound financial practices, and with the proper




performance of Applicant of service as a public service corporation and will not impair

2 Applicant’s ability to perform that service.
’ Applicant’s Finances
: 12. A copy of Applicant’s unaudited statement of assets, liabilities and
¢ ||equities as of September 30, 2006 and the related statement of revenue and expenses as
7 || prepared by management are attached as Exhibit G. A copy of Applicant’s audited statement
8 || for the year ending December 31, 2005 is attached as Exhibit H.
’ 13.  Applicant collects a Commission approved Development Fee of $2,000
1(1) per new connection to be used for backbone plant, including wells. As Applicant is a
2 member-owned nonprofit corporation, development fees are booked as equity, not as
13 || operating income. See Decision No. 54298. Applicant’s audited financial statement for the
14 ||year ending December 31, 2005 (Exhibit H) reflects an increase in Development Fees of
15 11$146,000 and $245,860 for 2005 and 2004 respectively (i.e., the amount of Development Fees
16 booked each year). The Development Fees, together with general revenues, will be adequate
i: to repay this requested financing.
19 Public Notice
20 14.  Applicant proposes to give notice of this Application by publishing
21 || public notice, in the form attached hereto as Exhibit I, once in a newspaper of general
22 || circulation available to customers within Applicant’s certificated area. Such notice shall be
z published within twenty (20) days of the filing of this Application.
24
25
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Expedited Processing Needed

2 15.  Expedited processing of this Application is needed and will serve the
3
public interest. Well-drillers are difficult to schedule in the Flagstaff area. Applicant has
4
S secured the well drillers oral commitment to commence drilling in January 2007. This should
¢ || enable Applicant to have both new wells drilled and interconnected to Applicant’s distribution
7 || system before the high water demands of summer are incurred. Applicant has two low
8 || producing wells that are becoming increasingly unreliable and more costly to operate. The
’ addition of the new wells should allow these wells to become back-up wells and increase
10
system reliability. Additionally, any significant disruption in water production capacity
11
2 during peak water demand next summer (2007) without additional water capacity available
13 || could cause Applicant to implement curtailment in accordance with its Curtailment Tariff.
14 || Furthermore, IDA funding is contingent and subject to availability. Delays in securing
151l Commission approval could result in IDA funding becoming unavailable to Applicant.
16
Contact Information
17
16.  All pleadings, data requests and other correspondence concerning this
18
19 Application should be sent to:
20 William P. Sullivan, Esq.
Nancy Mangone, Esq.
21 Curtis, Goodwin, Sullivan,
” Udall & Schwab, P.L.C.
2712 North Seventh Street
23 Phoenix, Arizona 85006-1003
Phone: (602) 393-1700
24 Fax: (602) 393-1703
s Email: wsullivan@cgsuslaw.com

nmangone@cgsuslaw.com
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with copies to:

Mr. Bill Linville, General Manager
Doney Park Water Company

5290 East Northgate Loop
Flagstaff, Arizona 86004

WHEREFORE, Doney Park Water Company respectfully requests the

Commission summarily find the Application to be administratively complete and enter its

order(s):
I. Granting Applicant’s request to process the Application in an expedited manner;
2. Expeditiously, authorizing Applicant to execute promissory notes and related
agreements with the IDA in the cumulative amount not to exceed One Million
Five Hundred Thirty Thousand Dollars ($1,530,000.00) on the terms and for the
purposes set forth above; and
3. Granting such other relief as the Commission deems appropriate under the

circumstance.

th
DATED this )3 day of November, 2006.

Curtis, Goodwin, Sullivan,
Udall & Schwab, B\.L

By: ,
William P. Sdllivan, Esq.

Nancy Mangone, Esq.

2712 North Seventh Street

Phoenix, AZ 85006-1003

Attorney for Doney Park Water Company
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PROOF OF AND CERTIFICATE OF MAILING

I hereby certify that on this iﬁ ‘ ~—day of November, 2006, 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

374\-17-1(Well Finafiging) 2006\Pleadings\Financing App.doc
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EXHIBIT A




NOU-89-2006 15:15 FROM:DONEY PARK WATER 9285263804 TO: 6022668290 P.273
?
[ WATER USE DATA SHEET ]
NAME OF COMPANY Doney Park Water
ADEQ Public Water System Na, 03-005
MONTH/YEAR i GALLONS SOLD
(Last 13 Months) NUMBER OF CUSTOMERS {Thousands)
September-05 ? 3,243 21,527,082
October-05 3,267 18,143,510
| November-05 ‘, 3,249 17,112,070
| December-05 | 3,260 13,805,789
January-06 | 3,256 18,087,971
February-06 ' 3,243 15,135,733
March-06 3,259 15,063,298
April-06 , 3,250 17,951,430
May-06 j 3,259 25,671,690
June-06 : 3,259 31,244,062
July-06 3,340 25,402,636
August-06 . , 3,294 23,552,658
September-06 f 3,300 18,857,247
ARIZONA DEPT. OF
STORAGE TANK CAPACITY WATER RESOURCES | WELL PRODUCTION
(Gallons) NUMBER OF EACH WELL 1.D. NUMBER (Gallons per Minute)
9,700 2|55-618151 75 GPM
20,300 1|55-618151 75 GPM
‘ 28,420 1155-61 8 151 75 GPM
| _ 81,200 1(55-618153 50 GPM
88,000 2155-618148 510 GPM
105,700 2|565-520097 540 GPM
| 160,800 1155-520097 540 GPM
\ 423,000 1|55-618150 280 GPM
19,860 7155-618149 290 GPM
508,000 1| Tank Site 0
1 423,000 1| Tank Site 0
Other Water Sources In Gallong per Minute L GPM 0
Fire Hydrants on System ﬁ es ) No
{ Total Water Pumped Last 13 Month (Gallons in Thousands) 61,555,176
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Concrete Pad (By Others)

Nominal 21" Borehole for Surface Seal (0-20"

20" Surface Casing (0-20"
(Later Removed)

Nominal 17" Intermediate Borehole (0-4007)

16" Blank Intermediate Steel Casing (0-400')

40' of 16" Open Borehole for replacement of

Lower Cement Seal
(400'-440")

Nominal 13" Borehole
12" Steel Casing (0-2,0007)

Estimated Static Water Level (15009

12" Steel Casing Slotted with Roller Wheel
Perforator (1/8"X 1")

Open Bottom on 12" Casing

NOT TO SCALE

GARY G. SMALL M.S., P.G., C.E.

400-517-9080 FAX: 450-817-8040

ydroSystems Inc. Doney Park Water
1220 5. PARC L SUTC § TN, A2 S6281 Conceptual Well Design

$:\04-378 Ooney Park\Drilling Technical Specifications\figure 2.dwg, 7/17/2006 11:07:38 AM, mmcginnis
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THE INDUSTRIAL DEVELOPMENT AUTHORITY
OF THE COUNTY OF COCONINO

RESOLUTION NO. 2006~___

A RESOLUTION GRANTING PRELIMINARY APPROVAL TO
THE JSSUANCE OF INDUSTRIAL DEVELOPMENT
REVENUE BONDS OF THE INDUSTRIAL DEVELOPMENT
AUTHORITY OF THE COUNTY OF COCONINO,
IN PRINCIPAL AMOUNT NOT TO EXCEED $2,000,000
TO FINANCE A PROJECT FOR
DONEY PARK WATER
(DONEY PARK WATER PROJECT)

1785694.1

Tnducement Resolution




RESOLUTION NO. 2006~
A RESOLUTION GRANTING PRELIMINARY APPROVAL TO
f THE ISSUANCE OF INDUSTRIAL DEVELOPMENT
r‘ REVENTE BONDS OF THE INDUSTRIAL DEVELOPMENT
AUTHORITY OF THE COUNTY OF COCONING,
IN PRINCIPAL AMOUNT NOT TO BEXCEED $2,000,000
TO FINANCE A PROJECT FOR
DONEY PARK WATER
(DONEY PARK WATER PROJECT)

‘ ' WHEREAS, The Industrial Devclopment Authority of the County of Coconino (the "Authority”) is
an Arizona nonprofit corporation designated as a political subdivision of the State of Arizona empowered
under the Industrial Development Financing Act, A.R.S. § 35-701 through § 35-761, inclusive (the "Act"), to
issue industrial development revenue bonds for the purposes set forth in the Act, including the making of
secured or unsccured Joans for the purpose of financing the acquisition, construction, improvement or
equipping of a "project" whenever the Board of Directors of the Authority finds such loans to be in
furtherance of the purposes of the Authority or in the public interest; and

WHEREAS, the term "project” includes within its meaning any land, any huilding, or other
improvement, and all real and personal properties which are suitable for facilities for the furnishing of electric
energy, gas or water; and

WHEREAS, the Applicant, Doney Park Water, a Arizona not-for-profit corporation (the
“Applicant”™) has submitted an application to the Authority requesting that the Authority issue its Industrial
Development Revenue Bonds (Doney Park Water Project) Series 2006 (the "Bonds”) and loan the proceeds
thereof to the Applicant to finance the acquisition, construction, improving and equipping of certain water
wells Jocated in Coconino County, Arizona within the service area of the Applicant, which encompasses
approximately 44 square miles northeast of the City of Flagstaff, Arizopa (the “Project”) and certain costs
and expenses incidental theteto; and

WHEREAS, in furtherapce of the purposes of the Act, the Issuer is preliminarily considering the
issuance of the Bonds, the proceeds of which will be loaned to the Applicant to assist the Applicant in the
financing of the acquisition, construction and equipping of the Project; and

WHEREAS, it is intended that tho Authority take official action within the meaning of the
applicable provisions of the Internal Revenue Code of 1986, as amended (the "Code"), and any
regulations promulgated thereunder for the purpose of issuing the Bonds in an amount not to exceed
$2,000,000 for the purpose of loaning the proceeds thereof to the Applicant to finance all or a portion of
the cost of the acquisition, construction, improvement, equipping and operation of the Project; and

WHEREAS, the Applicant will agree jn a loan agreement with the Authority to make payments
sufficient to pay the principal of such Bonds and the redemption premium, if any, and interest thereon,
and the Applicant by submitting its application to the Authority has agteed, and in the loan agreement
with the Authority will agree, to indemnify the Authority and the County for, from and against, any and
| all expenses as may be incurred by the Authority, its board and staff advisors (including reasonable

' attorney’s fees) in connection with the financing of the Project;

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of The Industrial Development
Authority of the County of Coconino, that:

J Inducement Resolution 1785694.1




Section 1. The Board of Directors of the Authority finds that the issuance of the Bonds and
the making of a loan to the Applicant for the purpose of financing the Projest arc in furtherance of the
purposes of the Authority under the Act and in the public interest.

Section 2. The Authority hereby grants preliminary approval to the issuance and sale of the
Bonds in an aggregate principal amount not to exceed $2,000,000. This preliminary approval is subject to the
following terms and conditions:

2.1.  The Applicant must comply fully with all applicable provisions of the Authority's
Procedura] Pamphlet, originally adopted August 8, [985 and as amended through the date of the
Application (the "Pamphlet"), relating to the issuance and sale of the Bonds.

2.2.  Priorto closing of the Bonds, the Applicant shall make arrangements satisfactory
to the Authority as to the payment of the Authority’s costs and fees.

2.3.  If the Bonds are to bear interest at a variable rate, principal and purchase price
(upon tender) of and interest on the Bonds must be payable from the proceeds of a direct pay credit facility
issued by a financial institution acceptable to the Authority, and, prior to or concurrent with the closing of
the issuance and the sale of the Bonds, the Authority must be provided evidence that the credit facility has
been issued, is in effect and is in form and substance satisfactory to the Authority’s Legal Advisor.

2.4,  If the Bonds are t0 be secured by a letter of credit, sutety bond, insurance policy,
mortgage-backed security or other similar agreements or credit facilities, then the Applicant must submit
to the Legal Advisor (i) the proposed forms of the credit enhapcement documents for its review and (ii)
fegal opinions of counsel to the credit enhancement provider to the effect that the credit enhancement
documents are legal, valid and binding obligations of the provider.

2.5.  If the Bonds are to be offered publicly, they must obtain an investment grade
rating of at least "A" from a nationally recognized rating agency. If such a rating is not obtained, (a) the
offer and sale of the Bonds must be limited to “accredited investors” within the meaning of Rule 501 of
Regulation D, but excluding naturai persoms, or “qualified institutional buyers” within the meaning of
Rule 1444, promulgated under the Securities Act of 1933, (b) the Authority must receive investment
letters from such purchasers in form and substance satisfactory to Legal Advisor, and (c) any subsequent
transfers and resales of the Bonds must be similarly restricted.

2.6. If the Bonds are 10 be privately-placed, the Bond underwriter or ultimate
purchaser of the Bonds must submit an investment letter to the Authority, including representations that
they have performed their own due diligence of the Project, and will purchase and hold the Bonds as a
private placement. Any subsequent resale of the Bonds must be restricted to accredited investors or
qualified institutional buyers as described above,

27.  Counsel to the Applicant must deliver an opinion, addressed and in form
acceptable to the Authority, prior 1o closing, to the cffect that all of the statements and information
pertaining to the Applicant and the Project contained in the offering materials (the "Official Statement")
distributed in connection with the offer and sale of the Bonds is correct and complete in all material -
respects, and nothing has come to their attention which would Jead them to believe that the portions of the
Official Statement that contain such information contain any untrue statements of material fact or omit to
state a material fact required to be stated therein or necessary to make the statements therein, in light of

he circumstances under which they were made, not misleading.

Indycement Resolution 2 1785694.1




2.8.  Legal Advisor to the Authority must receive such legal opinions, certificates and
other proceedings as are necessary and advisable to evidence compliance by the Applicant and thc Bond
Underwriter with the Authority's policies and procedures and applicable federal and state laws.

2.9.  The Authority, its officers and directors, and the County of Coconino must be
provided with full indemnification in connection with the issuance and sale of the Bonds, in form and
substance satisfactory 1o the Authority's legal counsel.

2.10. The Project must receive a volume cap allocation from the Department of
Commerce in an amount not to exceed $2,000,000.

2.11. The Applicant must receive final approval of the Bonds from the Board of
Supervisors of the County of Coconino priot t0 closing. :

2.12.  All requirements of the Code must be satisfied including without limitation, the
requirement of approval by the Board of Supervisors after a public hearing following reasonable notice.

Section 3. Nothing contained in this Resolution nor in any other instrument may be
considered as obligating the Authority ot the County of Coconino to any pecuniary liability or charge upon
the general credit of the Authority or the County of Coconino. Furthermore, it is understood that no costs are
10 be borne by the Authority with respect to the Project and the issuance and sale of the Bonds, and that the
Applicant will promptly reimburse the Authority for any other expenses reasonably iocurred by the
Autbority, including the fees of its Lega} Counsel and Financial Advisor, whether or not the Bonds are issued
or sold.

Section 4. The Authority is hereby authorized to determine, in consultation with the
Applicant, a date for a public hearing on the plan of financing of the Project and the proposed issuance of
the Bonds, as required by Section 147(f) of the Code, and to publish a public notice of such hearing in
such form as approved by the Applicant and Bond Counsel.

Section 5. The Applicant is authorized to file a request for allocation for private activity
bonding authority though the Department in an amount which shall not exceed $2,000,000.

Section 6. Legal Advisor and officers and staff of the Authority are hereby authorized
and directed to prepare and disscminate, or cause to be prepared and disseminated any necessary related
documents and agreements with respect to the proposed issuance of the Bonds.

Section 7. All actions of the officers, staff, directors and agents of the Authority which
are in conformity with the purposes and intent of this Resolution and in furtherance thereof, whether
heretofore or hereafter taken, shall be and are hereby ratified, confirmed and approved. The proper
officers, staff, directors and agents of the Authority are hereby authorized and directed to do all such acts
on behalf of the Authority as may be deemed necessary or desirable to carry out the terms and intent of
this Resolution.

Section 8 All resolutions and orders, or parts thereof, in conflict with the provisions of
this Resolution are, to the extent of such conflict, hereby repealed, and this Resolution shall be in
immediate effect from and after its adoption.

Section 9. Any provisions of any bylaws, orders, procedural pamphlets and resolutions
of the Authority inconsistent herewith are hereby waived 1o the extent only of such-inconsisten Chi

Inducement Resolution 3 1785694.1




waiver shall not be construed as repealing any bylaw, order, procedural pamphlet or resolution or any part
thereof.

Section 10. This Resolution is an affirmative official action and official intent of the
Authority relating to the issuance of the Bonds as contemplated herein including, witbout limitation,

upder Treasury Regulations Section 1.150-2.

Section 11. It is found and determined that all formal actions of the Authority and its
Board concerning and relating o the adoption of this Resolution were adopted in an open meeting and
that all deliberations that resulted in those formal actions were in meetings open to the public, in
compliance with all legal requirements of the State and the Authority.

Section 12. If any section, paragraph, clause or provision of this Resolution is for any reason
held to be invalid or unenforceable, the invalidity or unenforceability of such section, paragraph, clause or
provision does not affect any of the remaining provisions of this Resolution.

Section 13. Arizona Revised Statutes Section 38-511 requires that every contract to which
the State, its political subdivisions or any of the departmenis or agencies of the State or its political
subdivisions is a party include notice that such contract is subject to cancellation, within three years after its
execution, by the State, political subdivision, department or agency which is a party to such comtract if any
person significantly involved in initiating, negotiating, securing, drafling or creating the contract on behalf of
the State, political subdivision, department or agency is, at any time while the contract is in effect, m
employee of any other party to the contract or an agent or consultant of any other party to the contract with
respect to the subject matter of the contract.

Section 14. This Resolution shall be effective immediately.

17836941
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Passed and adopted this 8* day of November, 2006.

THE INDUSTRIAL DEVELOPMENT

AUTHORITY OF THE COUNTY OF COCONINO

By: (:3 e (’Q—-_-_—_—-

Its: President R

ATTEST:

Secretary

e

Joducement Resolution

1785694,1







Public Finance

Wells Fargo Brokerage Services, LLC
Kevin D. O'Connor
Senior Vice President
! C7300-011
| 1740 Broadway
Denver, CO 80274

$1,530,000*
‘ Coconino County Industrial Development Authority
| Tax-Exempt
| 501-¢3 Industrial Revenue Bonds

Doney Park Water. Project

Series 2005

*subject to change

This Summary is for discussion purposes only and should not be construed as a financing or
commitment. This Summary is not intended to define or describe all of the terms and conditions
of the proposed transactions.

Borrower: Doney Park Water Company, Tucson, AZ., a 501-c12 non-profit
organization eligible under Arizona statutes to borrow through
Industrial revenue bonds.

Issuer: Industrial Development Authority of Coconino County, Arizona
Purchaser: Wells Fargo Brokerage Services, LLC
Debt Instrument Revenue Bond issued through the Authority and secured by a gross
revenue pledge. and a first mortgage on the financed facilities.
Project: Well construction
; Project Cost: $1,500,000
% $30,000 towards cost of issuance
Bond Counsel: Lewis & Rocha, Phoenix AZ
Issuer Counsel: Magnum, Wall, Stoﬁps, Warden, Flagstaff, Arizona
; Purchasers Counsel: Klein Veio Alvarado, Denver Colorado
Issuance Expense: The Borrower will assume all costs of issuance. Costs of issuance
arcestimated-at:
Authority $3,500

Bond Counsel $25,000, plus expenses

WellsFargo Public Finance (WFPF) bankers are registered representatives of Wells Fargo Brokerage Services, LLC, or Wells
Fargo Institutional Securities, LLC, brokerage affiliates of Wells Fargo & Company and members of the NASD and SIPC.

Investments: * NOT FDIC insured * May lose value * No bank guarantee




Public Finance, Page 2

Authority Counsel $15,000, plus expenses (est)

borrowers counsel, $10,000 (est.)

Purchasers Counsel $10,000, plus expenses

Up to 2% of the par amount borrowed can be used to pay for
issuance costs. $30,000 capitalized in loan for this purpose

Anticipated Issue Date: It is anticipated bonds would be issued 75 days after the beginning
of documentation.
Covenants: Audited financial statements of borrower 120 days after fiscal year,

annual budget and quarterly financial reports 30 days after period.
One year Debt Service Reserve Fund on balance sheet

Debt Service coverage of 1.5X’s.

Maintenance of 501-c12 status

Monthly debt service payments.

Parity debt with notice to the lender and if covenants are met.

Tax Status: This Bond is subject to the Issuer being qualified as a
governmental entity or "political subdivision" within the meaning
of Section 103(a) of the Internal Revenue Code of 1986 as
amended. Borrower agrees to cooperate with Lender in providing
evidence as deemed necessary or desirable by Lender to
substantiate Borrower's and this transaction's tax-exempt status,
including Borrower's providing an attorney's opinion from the firm
of Lewis and Rocha, Phoenix.

Bond Term: 10 year or 15
Bond Payments: Monthly, Please see attached Schedule
Prepayment On any payment date in full with a 2% penalty on outstanding

rincipal in years 1-5, a 1.0% penalty in years 6-10, par thereafter.
p

Interest Rate to Borrower: 10 years- 5.75%
15
years - 5.85%
Rate set: The interest rate quoted is subject to adjustment. Rate will be fixed
when closing date (30 days maximum hold) is established by
Issuer. The rate will be adjusted plus or minus the change in the
10-year Treasury Bond (4.80% is the baseline for the 08-23-2006

m, i N .
ITCasury INOLc).

WellsFarge Public Finance (WFPF) bankers are registered representatives of Wells Fargo Brokerage Services, LLC, or Wells
Fargo Institutional Securities, LLC, brokerage affiliates of Wells Fargo & Company and members of the NASD and SIPC.

|— Investments: * NOT FDIC insured * May lose value * No bank guarantee J




Public Finance, Page 3

Credit Review: This proposal is subject to WFBS’s review of bond documents and
financial reports.

Thank you for your interest in Wells Fargo’s tax-exempt Note-purchase program. Please do not
hesitate to contact me at (303) 863-5089 with any questions or concerns regarding this proposal.
If you would like us to proceed with our formal approval and documentation, please indicate by
signing the signature page of this proposal and returning it to my attention.

Sincerely,

Senior Vice President
Wells Fargo Brokerage Services, LLC

ACCEPTANCE AND SIGNATURE PAGE

Accepted and Agreed to , 2006

Borrower:

Accepted by:

(Authorized Signature)

Title:

Wells Fargo Public Finance (WFPF) bankers are registered representatives of Wells Fargo Brokerage
Services, LLC, or Wells Fargo Institutional Securities, LL.C, brokerage affiliates of Wells Fargo &
Co. and members of the NASD and SIPC.

Inve o ¥ i * * guarantee

WellsFargo Public Finance (WFPF) bankers are registered representatives of Wells Fargo Brokerage Services, LLC, or Wells
Fargo Institutional Securities, LLC, brokerage affiliates of Wells Fargo & Company and members of the NASD and SIPC.

Investments: * NOT FDIC insured * May lose value * No bank guarantee
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CERTIFICATION OF EXCEPT
OF AUGUST 28, 2006 MINUTES

“The next item on the agenda was the proposal of the sale of revenue bonds for
well drilling. Bill Linville investigated the financial feasibility of 15 year County
Industrial Bonds as opposed to a Wells Fargo loan. The bonds are less expensive
than a commercial bank loan. The money would be used to drill two new wells
and equipped [sic] one well. Ed Peacock made a motion to pursuc the purchase of
the bonds. Sclden Wasson seconded. The motion was unanimously approved,”

THIS IS TO CERTIFY that the foregoing is a true and correct tecitation of an excerpt of the
August 28, 2006 meeting|minutes of the Doney Park Water Board of Directors whereby the
Board authorized pursui.nﬁ; the bonds by the Industrial Development Authority of Coconino

County, Arizona,

Board Chairdian v

DATED this 9 day pf November, 2006.
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Current Assets
Cash
Accounts Receivable
inventory
Prepaid Expenses
Deposits Paid

Total Current Assets

o1 & fpmen
Piant in Service

CWIP

Accumutated Depreciation

Total Property, Plant & Equipment

Total Assets

Currant Liabilities
Accounts Payable

Meter Deposits & AIAC
Taxes Payable
Other Accrusd Payables
Advances for CWIP
Customer Deposits

Total Current Liabilities

Long Term Lisbilities
Advancos In Ald of Constr

Taal Long Term Uabilities

Total Liabilities

Equity

Contributlons in Aid of Constr

Other Paid In Capital

Retained Earnings

Current Year Profi/Loss
Total Equity

Total Liabilitias and Equity

9285263884 TO: 622668838 [ =t
DONEY PARK WATER
Balance Sheet
As of 8/30/2006
Assots

$543,468.44

197,994.56

239,406.92

i 29,084.06

5,381.00

$1,015,334.98

$14,805,917.34
829.478.57 ,,
' (7,007,928.57)
' - 8,627,467 .34
$9,642,802.32
Liabllities and Equity
$70,573.49
37,000.00
72,794.33 :
» B3,523.56
. 21,125.24
105,550.83
$390,567.25
$3,601,649.06
3,601,648.06
$3,502,216.31
$1.345.370.28
3,341,326.00
859,758.14
104,131 59
5,660,586.01
$9,842,802.32
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BRADLEY C. SCOTT, CPA, PLLC
Certified Public Accountant

405 North Beaver, Saite 6
Flagstafl, Arizona 86001
(928) 774-6164
Fax (928) 774-6379

Bradley C. Scott, MBA, CPA Mermnber:

Arnerican Institute of Certified Public Accountants
Arizona Society of Certified Public Aceounts

t

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors and Members of
Doney Park Water
Flagstaff, Arizona

I have audited the accompanying statement of assets, liabilities, and members’ equity -- regulatory
basis of Doney Park Water (8 not for profit corporation) as of December 31, 2005 and 2004, and the
related statements of operations and changes members’ accumulated earnings -- regulatory basis, and
cash flows -- regulatory basis for the years then ended. These financial statements are the
responsibility of the Company’s management. My responsibility is to express an opinion on these f
financial statements based on my audits.

I conducted my audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial staternent presentation. I believe
that my audits provide a reasonable basis for my opinion,

As described in Note 1, these financial statements were prepared in conformity with the accounting

practices prescribed by the National Association of Regulatory Utility Commissioners, which is a
R comprehensive basis of accounting other than generally accepted accounting principles.
!

In my opinion, the financial statements referred to above present fairly, in all material respects, the

assets, liabilities, and members” equity of Doney Park Water as of December 31, 2005 and 2004 and

its operations and members’ accumulated earnings, and cash flows for the years then ended, on the

basis of accounting described in Note 1.

June 2, 2006
Flagstaff, Arizona
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Doney Park Water
Statements Of Assets, Liabilities, And Members' Equity -
Regulatory Basis
December 31, 2005 And 2004.
Asssts
2005 2004
Property, Plant And Equipment: (Note 1) :
Utility Plant in Service And Equipment 3 14241688 § 13,358,130
Accumulated Depreciation : {6,528,559) (5,878,950)
: 7,713,129 7,379,180
Land, Land Rights And Other Intangible Assets 153,003 153,003
Construction in Progress (Note 2) ' 522,418 794,806
Net Property, Plant And Equipment 8,388,550 8,326,989

v Current Assets: ;

" Cash {Note 1) ' 437,139 302,035
Accounts Receivable (Note 4) ; 163,485 187,033
Allowance For Uncoilectible Accounts (Note 4) (5,417) (5,417)
inventory (Notes 1, 7) 159,789 225,069
Prepaid Expenses ; 21,830 22,071
Deposits _ 320 . ...3302

Total Current Assets 777,148 734,093

Total Assets ‘ 3 9,165696 % 9,061,082

See accompanying notes to financial statements
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Doney Park Water

Statements Of Assets, Liabilities, And Members' Equity -
Regulatory Basis .
December 31, 2005 And 2004

Members' Equity And Liabilities

2005 2004
Members' Equity:
Development Fees (Note 1) $ 3,251,326 % 3,105,326
Contributions in Aid of Construction Less Accumulated Amortization (Note 1) 1,067,946 932,485
Members' Accurnulated Earnings 863,368 984,265
Total Members' Equity 5,172,640 5,022,076
i
,  Current Liabilities: v
Accounts Payable . : 24,406 43,344
Payroll Payable 24,565 22,283
Vacation and Sick Time Payable (Note 1) g 46,056 38,814
Accrued Liabilities 685,444 36,264
Property Taxes Payable : 36,306 41,844
Security Deposits 93,773 122,380
Advances on Work in Progress ' 56,013 33,695
Current Maturities of Advances in Aid of Construction : 37,000 43,500
Total Current Liabilities : 383,563 382.124 ;
Deferred Credits: _ |
:i Advances in Aid of Construction (Note 1) 3,646,493 3,700,382
Less Current Maturities of Advances in Aid of Construction (37,000) {43,500)
Net Deferred Credits : 3,609,493 3,656,882
! Total Liabilities and Deferred Credits | 3,993,056 4,039,006
|
1
= Total Members' Equity
And Liabilities ' $ 9,165896 5___ 9.061082

See accompanying notes 1o financial statements
.3
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Doney Park Water
Statements Of Operations And Changes In Membe}s’ Accumulated Earnings -

Regulatory Basis
)ﬁaar_s_ﬁudsg_ﬂes;e_mbegl,zmm&

! 2005 2004

Operating Revenue: .
Operating Revenue P % 1909842 §_ 1961445
Total Operating Revenue : 1,909,842 1,961,445
Operating Expenses:
Bad Debt Expense (Note 4) : g9 3.076
Salaries & Wages 466,293 472,326
Operating Expenses Transferred (78,400) (67,399)
Employes Benefits i 98,835 117,616
Payroll Tax Expense : 39,344 38,047
! Casual Labor 757 4,295
Power for Pumping 302,729 299,123
Parts & Supplies : 35,419 58,039
Small Tools & Equipment : 9,871 7,008
Repairs & Maintenance 40,387 18,703
Professional Services _, 81,074 35,744
Transportation : 30,484 26,378
insurance ' 39,581 31,181
Communications 9,883 10,784
Utilities : 8,498 8,280
Postage ' 19,080 16,045
Dues & Subscriptions ‘ 8,105 13,800
Continuing Education 5,205 16,859
Safety Expenge . 798 2,779
Miscellaneous 753 1,590
; Depreciation Expense : 812,184 567,533
Total Operating Expenses ‘ 1,730,879 1,682,904
Income From Operations : 178,863 278,541
Administrative Expenses:
Salaries & Wages 137,851 128,700
I Employee Benefits . 20,314 18,812
= Payroll Tax Expense : 10,853 10,068
Supplies ; 14,228 11,366
Repairs & Maintenance : 6,925 6,112
Professional Services ; 3,703 3,068
Transportation 5,374 1,611
insurance 3,696 1,463
Communications ) 5,672 8,758
Utilities 5,745 5,856
‘ Postage ‘ 414 447
} Travel 0 51
| Dues & Subscriptions 8,959 5,084
| Ragulatory Commission Expense . 4,048 3,974
Continuing Education 2,345 1,324
Property Taxes : 79,291 83,814
| Miscellaneous : 5,228 ...2,282
| ;
t Total Administrative Expenses $ 314748 % 290,790

See accompanying noles io financial statements
-4 -
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Doney Park Water

Statements Of Operations And Changes In Members' Accumulated Earnings -
Regulatory Basis
Yesars Ended December 31, 2005 And 2004

2008 2004
Loss Before Other income & Expenses $ (135,883) % (12.249)
Other Income and Expenses:
Discounts & Allowances . 4,173 4,822
Other Income : 0 7.437
Interest Income ' 6,063 1,663
> Gain on Sale of Assets : 10,000 0
Interest Expense . . 5250y (9545
Net Other income and Expenses ' 14,986 4,377
Net Loss (120,897) (7,872)
Members' Accumuiated Earnings - Beginning of Year 984,285 992,137
Members’ Accumulated Earnings - End of Year $ 863,368 § 984,265

See accompanying notes to financial statements
-5.
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Doney Park Water’

Statements Of Cash Flows
Years Ended December 31, 2005 And 2004

2005 2004
Cash Flows From Operating Activities: : T
; Net Loss 3 % (120,897) § (7.872)
‘ Adjustments to reconcile change in net loss to ;
| net cash provided by operating activities: .
Depreciation And Amortization . 612,184 567,533

Gain on Sale of Assets i (10,000) G
{Increase) Decrease in current assets:
- Accounts Recelvable 23,548 (42,611)
Allowance for Uncollectible Accounts : o (3.951)
Inventory 65,280 (6,964)
Prepaid Expenses : 241 1,844
| Deposits ‘ 2,982 (435)
i Increase (Decrease) in current liabilities: :
' Accounts Payable {18;838) 23,879
Payroll Payable » 2,282 5,063
Vacation and Sick Time Payable 7,242 (1,326)
Accrued Liabilities 29,180 16,374
Property Taxes Payable (5,538) (1,131)
Security Deposits : _._ (28,607) _ (3m5)
Total Adjustments 5 679,856 558,070
Net Cash Provided (Used) by Operating Activities 568,959 550,198
Cash Flows From Investing Activities: X
Net Cash from the Dispasition of Assets 10,000 0
Net Increases to Property, Piant, And Equipment ' _(673,745) _ (2,025,797)
Net Cash Used by investing Activities (663,745) (2,025,797
Cash Flows From Financing Activities:
Net Increase in Advances on Work in Progress 22,318 (105,973)
Net decrease in Advances in Aid of Construction (53,889) 756,548
- increase in Contributions in Aid of Construction 125,481 238,091
2] Increase in Development Fees 146,000 245,860
Net Cash Provided (Used) by Financing Activities ; 239,890 1.134,526
Net Increase (Decrease) in Cash ‘ 135,104 (341,073)
Cash at Beginning of Period : - 302,035 643,108
Cash at End of Period ‘ $_ 437,338 % __ 302,035
Supplementary Disclosures of Cash Flow Information:
Cash Payments for Interest 8 5250 & 25,292
Cash Payments for Income Tax $ 0 s 0

See accompanying notes to financial statements,
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Doney Park Water

Notes to the Financial Statements
Years Ended December 31, 2005 and 2004

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Nature of Activitics

Doney Park Water (the Company) is an Arizona non-profit corporation prowviding water service to an area
encompassing approximately 44 square miles northeast of Flagstaff. The Company is exempt from paying
Federal Income tax under Section 501(c)(12) of the Internal Revenue Code. The Company is subject to the
accounting.and rate regulation of the Arizona Corporation Comrmssmn (ACC), Significant accounting policies
are as follows:

Basis of Accounting
The accompanying financial statements have been prepared on the basis of accounting prescribed by the National
Association of Regulatory Utility Commissioners (NARUC).

System of Accounts
The accounting records of the Company are maintained in accordance with the uniform system of accounts
prescribed by the NARUC.

|
Revenue Recognition "
Operating revenues are recognized when billed on a monthly cycle billing basis.

Fee Income , |
The Company earns three different types of non-refundable fees; membership fees, establishment fees, and ’
development fees. Development fees arc recognized when collected and are included in members’ equity.
Establishment fees and membership fees are eamed and recognized when collected and are included in operating

revenie. "

Inventory ‘
The Company’s inventories consist of parts and supplies and are valued at the lower of cost or market. Cost flow

is determined primarily by the first-in, first-out method.

[1  Property, Plant and Equipment
Property, plant and equipment are stated at original cost as defined for regulatory purposes. The ACC established
the property cost as of September 30, 1994, for property in exXistence at that date. The cost of additions to
Property, Plant and Equipment subsequent to September 30, 1994, has been capitalized. Replacements of minor
items of property are charged to maintenance expense as incurred,’ The cost of property retired, plus removal
costs, less salvage, is charged to the accumulated provision for depreciation. As a result, no profit or loss is
recognized in connection with ordinary retirements of depreciable property.

Depreciation of utility plant is provided on a straight-line basis at rates authorized by the ACC. The rate
authorized by the ACC for 2005 and 2004 was 5% respectively per year.

See Auditor’s Report.

1
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Doney Park Water

Notes to the Financial Statements
Years Ended December 31, 2005 and 2004

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Vacation_and Sick Time Payable

Vacation and sick time payable consists of amounts accrued at the end of each fiscal year for compensated

absences eamed and owed employees in accordance with Company policies.

Advances in Aid of Constniction

Advances in aid of construction costs are subject to refund in accordance with agreements approved by the ACC.

Generally, the agreements provide for refunds of the advances based on a certain percent of annual gross receipts
t  from water sales to the property. Refunds continue until the earlier of when the entire advance has been repaid or
for a period of ten years, The balance, if any, remaining at the end of the repayment period is ransferred to the
contributions in aid of construction account.

Contributions in Aid of Canstruction :

Contwributions in aid of construction are non-refundable contributions by developers and customers and include
the remaining balance, if any, of advances in aid of construction at the end of the repayment period,

Meter Installation Deposits _
The Company is no longer collecting deposits for meters. In November 2002, members were refunded their meter
deposit balances in full.

Staternent of Cash Flows

i For purposes of the statement of cash flows, the Company had no assets other than cash deemed to be cash
equivalents. The Company’s policy trcats financial instruments with ongmal maturities of less than three months
as cash equivalents.

Use of Estimates

The preparation of financial statements in conformity with the accounting practices prescribed by the National

Association of Regulatory Utility Commissioners requires management to make estimates and assumptions that
= affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the reported period.

Accordingly, actual results could differ from those ¢stimates.

Reclassifications
Certain reclassifications in the financial statements have been made to the 2004 balances to conform to the 2005
presentation.

NOTE 2 - CONSTRUCTION IN PROGRESS

At December 31, 2005 and 2004, construction in progress consisted of upgrades and several line extensions that
were in process but not yet completed by the end of the year.

See Auditor’s Report.
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Doney Park Water

Notes to the Financial Statements

i Years Ended December 31, 2005jand 2004

NOTE 3 - EMPLOYEES’ RETIREMENT PLAN

In 1998, the Company established a retivement plan that provides that, after six months of service, full-time,
permanent employees are eligible for matching contributions to their 401(k) plan. Upon becoming eligible for the
plan, the Company will match an employee’s contribution up to 5% ‘of gross wages per year. The employee may ‘

elect to make additional contributions to the fund, but any amounts in excess of 5% per year will not be match by |
the Company. The Company’s contributions to the 401(k) plan were $19,436 and $23,130 in 2005 and 2004,
respectively.

i NOTE 4 - ACCOUNTS RECEIVABLE & ALLOWANCE FOR UNCOLLECTIBLE ACCOUNTS

Accounts receivable consists of the following at the end of each year. An allowance for uncollectible accounts is
maintained to estimated bad debts at the end of the year,

2005 ’ 2004
Trade accounts receivable $ 163,485 $ 187,033
Allowance for uncollectible accounts (5.417) 5417
Accounts receivable, net of allowance

for uncollectible accounts $ 158,068 . § 181,616

I

. NOTE5- CONCENTRATIONS OF CREDIT RISK ARISING FROM CASH DEPOSITS IN EXCESS
o OF INSURED LIMITS :

The Company maintains cash balances with Wells Fargo Investments and Wells Fargo Bank, Accounts at Wells
Fargo Investments are insured by the Sccurities Protection Insurance corporation up to $500,000 and accounts at
Wells Fargo are insured by the Federal Deposit Insurance Corporation up to $200,000. The Company maintains
cash balances, which are at times in excess of FDIC and SPIC Insurance limits.

NOTE 6 - SETTLEMENT OF LITIGATION

‘ On December 31, 1996, the Company filed suit against various defendants relating to the mususc of Doney Park

| Water labor and equipment and improper installation of a gas line in the same trench and over the Company’s

| water line, On May 1, 1999, a judgment was obtained against the defendants in the amount of $37,660, which
was included in the accounts receivable balances as of December 31, 2002. However, it was the opinion of
management and legal counsel that the likelihood of collection was less than 5%; therefore, an allowance for
uncollectibility had been provided for the year ended December 31, 2002,

i On March 3, 2004, the Company recetived $18,223, which represents monies distributed by the defendant’s

| bankruptcy estate. Per legal counsel, it is anticipated that this will be the only payment from the defendant.
Accordingly, the refated accounts receivable and allowance for uncollectible accounts balances were decreased by
$18,223 to reflect this final payment amount as of December 31, 2003,

See Auditor's Report.
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Doney Park Water

Notes to the Financial Statements
Years Ended December 31, 2005 and 2004

i

NOTE 7 -INVENTORY

The following is a summary of the Company’s inventory at December 31, 2005 and 2004.

2005 2004
Inventory — plant materials $ 80,760 ©  § 90,268
Inventory — meters 2,680 15,988
Inventory — other 10,784 13,237
Inventory — backflow preventor 10,658 10,842
- Inventory — critical parts 54,907 _..24.734
i Total inventory $ 225,069 $ 225,069

NOTE 8 - PRIOR PERIOD ADJUSTMENTS

During 2004, several prior period adjustments were recorded to correct beginning balances. An adjustment of
$40,140 was made to record the beginning balance of Vacation and Sick Time Payable. An adjustment of $9,805
was made 10 correct the beginning balance for the Aliowance for Uncollectible Accounts. In addition an
adjustment of $15,747 was made to record interest expense on security deposits that pertained to prior periods.

(VPP

See Auditor’s Report,
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EXHIBIT I




PUBLIC NOTICE
OF
AN APPLICATION FOR AN ORDER
AUTHORIZING THE ISSUANCE OF DEBT
BY DONEY PARK WATER

Doney Park Water (Applicant) filed an Application with the Arizona Corporation
Commission (Commission) for an order authorizing Applicant to issue One Million Five
Hundred Thirty Thousand Dollars ($1,530,000.00) in debt to make improvements to its water
distribution system, including the drilling of two (2) new wells. The application is available for
inspection during regular business hours at the office of the Commission in Phoenix, Arizona,
and the Company’s offices at 5290 East Northgate Loop, Flagstaff, Arizona 86004-6204.

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 and thirteen copies with the
Commission’s Docket Control at 1200 West Washington, Phoenix, Arizona and serve a copy
upon the Applicant ¢/o William Sullivan, Curtis, Goodwin, Sullivan, Udall & Schwab, P.L.C.,
2712 North 7% Street, Phoenix, Arizona 85006. The Motion to Intervene, at a minimum, shall
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.

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

3. 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, the 15t day after the date this notice is
published.




