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Attorne ys  for Cindy Ma a ck

BEFORE THE ARIZONA CORPORATION COMMISSION

DOCKET no. W-03512A-07-0362
IN THE MATTER OF THE APPLICATION >
OF PINE WATER COMPANY FOR )
APPROVAL TO (1) ENCUMBER A PART )
OF ITS PLANT AND SYSTEM PURSUANT )
To A.R.s. § 40-285(A); AND (2) IssUE )
EVIDENCE TO INDEBTEDNESS )
PURSUANT To A.R.s. § 40-302(A). )

)

O B J E C TIO N TO  AP P LIC ATIO N
TO  E NCUMBE R S YS TE M AND
IS S UE  E VIDE NCE  OF
INDEBTEDNES S
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Cindy Maack, by and through undersigned counsel, hereby tiles this objection to the

Pine Water Company's Application for Approval to (1) Encumber a Part of its Plant and

System Pursuant to A.R.S. § 40-285(A), and (2) Issue Evidence of Indebtedness Pursuant to

A.R.S. §40-285(A).

The Pine Water Company's Application relates to a Joint Well Development

Agreement executed by the Pine Water Company and the Pine-Strawberry Water

Improvement District dated May l, 2007 (the "Agreement"). In general terms, the

Agreement provides for funding to be issued by the Pine-Strawberry Water Improvement

District to the Pine Water Company to facilitate the construction and improvement of a well

site in Pine known as the "K-2 Site".

Several portions of the Agreement are of particular relevance for purposes of this

objection. The Agreement itself confirms that the Pine Water Company is a public service

corporation as defined in Article 15, Section 2 of the Arizona Constitution. (Agreement, p.

1, Recital A, Agreement, p. ll, § 7.2.l.) It estimates that the cost to complete the K~2 well

development will range between $l,000,000.00 and $1,300,000.00. (Agreement, p. 2,

Recital G.) Towards this cost, the Water Improvement District agrees to provide
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$300,000.00 in capita l. (Id.) The  rema ining cos ts  of the  project would be  funded by the  P ine

Wa te r Compa ny. (Id.) The  $300,000.00 of "initia l finding" for the  proje ct provide d by the

Wate r Improvement Dis trict is  to be  depos ited in an e scrow account with Firs t American

Title , and sa id funds a re  then to be  ava ilable  to Pine  Water Company upon presenta tion of

The  repayment of the  funds  forwarded by the  P ine -S trawberry Wate r Improvement Dis trict is

secured by a  "Notice  of Continuing Security Inte res t and Lien" to be  recorded aga ins t the  K-

provided under the  Agreement and the  Agreement conveys to the  Pine-Strawberry Water

Improvement Dis trict a ll rights  and remedies  of a  secured pa rty unde r the  Arizona  Uniform

Commercia l Code . (Id.) In the  event tha t the  project is  a  success , the  funds  forwarded by the

Pine-Strawberry Wate r Improvement Dis trict, plus  inte res t a t the  ra te  of s ix pe rcent pe r

Agreement a llows the  P ine  Water Company to prepay without pena lty and provides  tha t a ll

payments  made  will be  applied firs t to inte re s t, then to principa l. (Id.) In sum, the  funds

provided by the  P ine -S trawberry Wate r Improvement Dis trict under the  Agreement amount

to a  secured loan designed to assist the  Pine  Water Company with its  proposed development

of the  K-2 S ite .

Article  9, Section 10 of the  Arizona  Cons titution specifica lly prohibits  the

appropria tion of public money to a id a  public se rvice  corpora tion. It s ta te s :
21

22
"No tax sha ll be  la id or appropria tion of public money made  in a id of any
church, or priva te  or secta rian school, or any public se rvice  corpora tion."
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It is  beyond dispute  tha t the  P ine  Water Company is  a  public se rvice  corpora tion.

Agreement, the  P ine -S trawberry Wate r Improvement Dis trict intends  to provide  funds  to

ass is t the  P ine  Wate r Company with its  improvement and deve lopment of the  K-2 S ite . The

P ine -S trawberry Wate r Improvement Dis trict is  a  politica l subdivis ion of the  S ta te  of

RE/&H 2



l

Arizona  crea ted under authority provided under Arizona  s ta tute  and, of course , is  funded

with public monies . As  such, the  Joint Well Deve lopment Agreement viola te s  the  Arizona

Constitution because  it provides  for the  appropria tion of public money to a id a  public se rvice

corpora tion.

Based upon the  foregoing, it is  respectfully requested tha t the  Corpora tion

Commiss ion re ject the  P ine  Wate r Company's  Applica tion in this  ma tte r.

DATED this day of August, 2007.

RENS CH WALKER & HARP ER, P C
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By Micha e l J . Ha 1W
Attorne ys  for Cindy back
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Origina l and 13 copies  of the
fore going ma ile d this  2* da y of
August, 2007 to:

Docke t Control
Arizona  Corpora tion Commiss ion
1200 W. Washington Stree t
P hoe nix, AZ 85007

And copies  ma iled on
the same date to:

Jay L. Shapiro
FENNEMORE CRAIG, P C
3003 N. Centra l Ave .
Suite  2600
P hoe nix, AZ 85012
Attorneys  for the  P ine  Wate r

Company

Willia m P . S ulliva n
CURTIS , GOODWIN, S ULLIVAN
UDALL & S CHWAB, P LC

501 E. Thomas Road
P hoe nix, AZ 85012-3205
Attorneys  for the  P ine -S trawberry

Wa te r Improve me nt Dis trict
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