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DATE: NOVEMBER 2, 2007 Arizona Corporation CommissionDQCKETED
DOCKET NO: W-01412A-07-0280 Nov 0 22001

TO ALL P ARTIES  :
OCKEYEU BY (W

Enclosed please find the recommendation of Administrative Law' Judge Marc E. Stem.
The recommendation has been filed in the form of an Order on:

VALLEY UTILITIES WATER COMPANY, INC.
(FINANCING)

Pursuant to A.A.C. R14-3-110(B), you may tile exceptions to the recommendation of
the Administrative Law Judge by filing an original and ten (10) copies of the exceptions with
the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

NOVEMBER 13, 2007

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrativel;;awJudgetot-he0ommissioners. -Considerationof.1hi.s-matter h .tentatively .- .
been scheduled for the Commission's Working Session and Open Meeting to be held on:

NOVEMBER 27 , 2007  a nd  NOVEMBER 28 , 2007

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive
Director's Office at (602)542-3931 .
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Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

13 Arizona  Corpora tion Commiss ion ("Commiss ion") finds , concludes , and orde rs  tha t:
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9 Open Mee ting
November 27 and 28, 2007
P hoe nix, Arizona
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MIKE GLEAS ON, Cha irma n
W ILLIAM A.  MUNDE LL
J EFF HATCH-MILLER
KRIS TIN K. MAYES
GARY P IERCE

B Y THE  C O MMIS S IO N:

IN THE MATTER OF THE AP P LICATION OF
VALLEY UTILITIES  WATER COMP ANY, INC.
FOR AUTHORITY TO IS S UE ADDITIONAL
COMMON S TOCK.

Valley Utilities Water Company, Inc. ("Valley" or "Company") is a corporation try

B E F O R E  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N

FINDINGS OF FACT

DOCKET NO. W-01412A-07-0280

DECIS ION no.

ORDER

16
orga nize d a nd e xis ting unde r the  la ws  of the  S ta te  of Arizona .

17
2. P urs ua nt to  a uthority gra nte d by the  Com m is s ion, Va lle y is  a n Arizona  public  s e rvice
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corpora tion prima rily e nga ge d in the  bus ine s s  of providing wa te r utility s e rvice  to a pproxima te ly

1,400 cus tomers  in its  ce rtifica ted a rea  in portions  of Maricopa  County, Arizona .

On Ma y 9, 2007, the  Compa ny file d a n a pplica tion re que s ting Commiss ion a pprova l

for the  issuance  of 4,000 shares  of common s tock va lued a t $300,000. The  s tock will be  issued to the

Compa ny's  owne rs , Robe rt a nd Ba rba ra  P rince , a s  pa rtia l pa yme nt for ce rta in re a l a nd pe rs ona l

prope rty cons is ting of a  2.45 acre  pa rce l se rving a s  an indus tria l s torage  s ite , and for a  utility vehicle

and a  backhoe used by the Company.

4. The  appra ised va lue  is  $404,000 for the  rea l prope rty, $5,000 for the  utility vehicle  and

$20,000 for the  backhoe , for a  tota l of $429,000.

27

28

25

S:\Marc\Opinion Orders\070280ord.doc

3.

1



A 4

DOCKET NO. W-01412A-07-0280

1

2

3

In order to fund the remainder of the purchase of the real and personal property from

the Princes, the Company will issue an interest-free short-term note payable for up to $129,000

within one year of its issuance.

4 As of December 31, 2006, VaI1ey's capital structure consisted of $7,072 short-term

5 debt, $28,237 long-tenn debt, and negative equity of $402,545.. Issuance of the requested $300,000

6 in common stock combined with an increase of $129,000 in. short-tenn debt and the issuance of |

7 $1,926,100 in previous ly authorized debt approved in Decis ion No. 68309 (November 14, 7005) now

8 results in a capital structure composed of $188,826 short-term debt, $1,901,583 long-term debt and

9 negative equity of $197,545 _
I.
s

10 On J une  22, 2007, the  Compa ny publis he d notice  of its  a pplica tion for fina ncing

l l approva l.

On S e pte mbe r 28, 2007, the  Comlnis s ion 's  Utilitie s  Divis ion ("S ta ff") file d a  S ta ff

13 Report recommending approva l of this  applica tion.

1 2 I
I
I

1 4 The Company's existing rates were approved by the Commission in Decision No.

4 6809- which- also -approved-a~WaterJinfiastrueture- Finanee kuthority {WIFA3-)--loan-referred

16 above in excess of $1.9 million. Decision No. 68309 further ordered the Company to develop and

17 file, within 90 days of die Decision, an "Equity Plan" based on a recommendation that the Company l

~~-»[@ -,

20

18 develop a plan to produce a positive equity position by December 31, 2010. The plan was tiledon

19 February 13, 2006, and in part, this application is a result of the plan.

10. Staff notes that  the Company's proposed issuance of $300:000 in stock will

21 "significantly move" the Company toward a positive equity position as ordered in Decision No.

68309. Staff further reminded Valley that a utility's short-term debt should not exceed 7 percent of

23 its capitalization pursuant to A.R.S. §40-302(D).

Based on Staffs review and analysis, the issuance of the proposed equity financing for24 11.

25 the purposes stated by the Company is within Valley's corporate Powers, is compatible with the

26 public interest, iS consistent with sound financial practices and will not impair its ability to provide

27 services.
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13. Staffs recommendations are reasonable and should be adopted.

CONCLUS IONS  OF L AW

The  Commis s ion  ha s  ju ris d ic tion  ove r Applica n t a nd  the  s ub je c t ma tte r o f the

l 12. S ta ff re comme nds  Commiss ion a pprova l to a uthorize  Va lle y's  re que s t to is sue  4,000

2 s hoe s  of common s tock va lue d a t a n a mount not to e xce e d $300,000 for the  purpos e s  de s cribe d

3 he re in.

4

5

6 1. Applica nt is  a  public s e rvice  corpora tion within  the  me a ning of Article  XV of the

7

8 2.

9 applica tion.

10 3.

11 4.
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Notice of the application Was given in accordance with the law.

The financing approved herein is for lawful purposes within the Company's corporate

Powers, is compatible with the public interest, with sound financial practices and with the proper

performance by the Company as a public service corporation, and will not impair Valley's ability to

perform that service.

5. The financing approved herein is for the purposes stated in the Application and is

reasonably necessary for those purposes, and such purposes are not, wholly or in part, reasonably

chargeable to operating expenses or to income.

ORDER
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IT IS  THE RE FO RE  O RDE RE D th a t Va lle y Utilitie s  Wa te r Co mp a n y,  In c .  is  h e re b y

authorized to issue  4,000 shares of common stock in an amount not to exceed $300,000.

IT IS  FURTHER ORDERED Va lle y Utilitie s  Wa te r Compa ny, Inc. is  he re by a uthorize d to

e nga ge  in a ny tra nsa ctions  a nd e xe cute  a ny docume nts  ne ce s sa ry to e ffe ctua te  the  a uthoriza tion

granted hereinabove.

IT IS  FURTHER ORDERED tha t s uch a uthority is  e xpre s s ly continge nt on Va lle y Utilitie s

Water Company, Inc.'s  use  of the  proceeds for the  purposes  se t forth in its  applica tion.

3 DECISION NO.



CHAIRMAN COMMISSIONER COMMISSIONER

COMMISSIONERCOMMISSIONER

IN WITNESS WHEREOF, 1, DEAN s. MILLER, Interim
Executive Director 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 , 2007.

DEAN s. MILLER
INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
MEsidb

DECISION no.4
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1 IT IS  FURTHER ORDERED tha t a pprova l of the  fina ncing s e t forth he re ina bove  doe s  not

2 cons titute  or imply a pprova l or disa pprova l by the  Commiss ion of a ny pa rticula r e xpe nditure  of the

3 proceeds derived thereby for purposes of establishing just and reasonable  ra tes.

4 IT IS  FURTHER ORDERED tha t Va lle y Utilitie s  Wa te r Compa ny, Inc. s ha ll file , within 90

5 da ys  of the  e ffe ctive  da te  of this  De cis ion, with the  Commiss ion's  Docke t Control, a s  a  complia nce

6 item in this  docke t, copies  of a ll executed documents  associa ted with the  financing authorized here in.

7 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

8 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.
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Erne s t J ohnson, Dire ctor
Utilitie s  Div is ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa shington S tre e t
P hoe nix, Arizona  85007

Chris tophe r Ke m ple y, Chie f Couns e l
Le ga l Div is ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa shington S tre e t
P hoe nix, Arizona  85007

Richa rd L. S a llquis t, Es q.
S ALLQ UIS T & DR UMMO ND,  P . C .
4500 S outh La ke s hore  Drive , S uite  339
Te m pe ,  AZ 85282

S E RVICE  LIS T F O R:

W-01412A-07-0280

VALLEY UTILITIES  WATER COMP ANY, INC.
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