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IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-02304A-14-0041

COMMUNITY WATER COMPANY OF GREEN
VALLEY FOR AUTHORITY TO BORROW UP
TO $3.4 MILLION FROM COMPASS BANK AND
COMPASS MORTGAGE CORPORATION FOR
THE PURPOSES OF (1) REFINANCING UP TO ORIGI NA L
$2.2 MILLION IN EXISTING LONG-TERM

DEBT; AND (2) ISSUING AN ADDITIONAL $1.2
MILLION IN LONG-TERM DEBT, UNDER A.R.S.
§§ 40-301 AND 40-302. PROCEDURAL ORDER

On February 12, 2014, Community Water Company of Green Valley (“CWCGV” or
“Company”) filed an application with the Arizona Corporation Commission (“Commission”)
requesting aufhorization to incur long-term debt from Compass Bank and Compass Mortgage
Corporation (“Compass”) in an amount of $3,400,000 for two purposes: (1) to refinance up to
$2,200,000 in existing long-term debt; and (2) to issue up to $1,200,000 in additional long-term debt
to replace CWCGV’s existing 1,000,000 gallon below-ground storage tank (“Existing Storage Tank”)
with an above-ground 2,000,000 gallon steel storage tank (“New Storage Tank”) at the Reservoir No.
2 site (“Financing Application”).

On February 19, 2014, CWCGYV filed an Amendment to the Financing Application attaching
CWCGV’s unaudited 2014 pro forma income statement.

On March 10, 2014, CWCGYV filed an affidavit of publication verifying that notice of the
Financing Application was published in the Green Valley News and Sun on February 23, 2014.

On April 14, 2014, CWCGYV filed an Amendment to the Financing Application attaching
CWCGV’s 2013 Annual Report, which included audited financial statements for the year ending
December 31, 2013.

On June 23, 2014, the Commission’s Utilities Division (“Staff’) filed a Staff Report
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recommending approval for authorization to refinance up to $2,120,000 in existing long-term debt,
along with recommended conditions. Staff further recommended denial of the Company’s financing
request to issue $1,200,000 in long-term debt to install the New Storage Tank. According to Staff,
the New Storage Tank is not necessary because the water system currently has adequate storage
capacity to serve its existing customers and additional storage capacity is not needed in the
foreseeable future.

On July 2, 2014, CWCGY filed a Response to Staff Report (“Response”) objecting to, among
other things, Staff’s recommended denial of the Company’s financing request to install the New
Storage Tank. In its Response, the Company asserts that its financing request should be approved in
its entirety because it meets the requirements established in A.R.S. § 40-301(C). In addition, the
Company claims that the New Storage Tank will provide multiple system benefits not addressed or
considered by Staff in its Staff Report.

On July 3, 2014, a Procedural Order was issued scheduling a procedural conference for July
10,2014.

On July 9, 2014, CWCGYV filed a Notice of Filing Supplement to its July 2, 2014 Response
and Notice of Errata.

On July 10, 2014, the procedural conference was held, as scheduled, during which discussions
occurred regarding, among other things, the necessity of an evidentiary hearing to resolve the
disputed issues. Although neither party requested an evidentiary hearing, it was determined that
additional information is necessary before a Recommended Order can be issued.

IT IS THEREFORE ORDERED that Staff shall file a Reply to the Company’s Response no
later than July 31, 2014, to address the following topics:

e Provide Staff’s position as to whether the Existing Storage Tank should be replaced by
a comparable sized 1,000,000 gallon storage tank. If Staff believes that the Existing
Storage Tank does not need to be so replaced, provide an engineering analysis to
explain why not.

o The Company claims that the New Storage Tank will benefit the water system by: (1)

reducing pumping costs at Well No. 10; (2) providing 48 hours of emergency water
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supply; (3) eliminating the need for a pressure pump at the Reservoir No. 2 site; (4)
eliminating the maintenance costs associated with repairing the Existing Storage Tank;
and (5) providing better protection from contamination and vandalism. Explain Staff’s
position on each of those claimed benefits and whether and to what extent Staff
considered them in reaching its recommendations.

e With respect to Staff’s adjusted project costs for installing new 1,000,000 gallon and
2,000,000 gallon storage tanks, explain why adjustments were made to the categories
labeled “Attorney Fees,” “Overhead (5%),” and “Contingency.”

e Provide a detailed financial analysis of the Company (similar to the analysis performed
for Staff’s recommended authorization to refinance $1,120,000 in existing long-term
debt) to reflect the issuance of a $3,400,000, 20 year amortizing loan, at both the
taxable swap rate of 5.80 percent per annum and the tax exempt swap rate of 3.97
percent per annum.

e Any other issues raised by the Company in its Response that Staff wishes to address.

o Staff should include any revised or additional schedules as necessary.

IT IS FURTHER ORDERED that the Company shall file any comments to Staff’s Reply no

Ny

SCOTT M. HESLA ~
ADMINISTRATIVE LAW JUDGE

later than August 14, 2014.

it
DATED this day of July, 2014.

Copies of the foregoing mailed/delivered
this | [t" day of July, 2014 to:

Jason D. Gellman

ROSHKA, DEWULF & PATTEN, PLC

One Arizona Center

400 E. Van Buren St., Suite 800

Phoenix, AZ 85004

Attorneys for Community Water Company of Green Valley
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Arturo R. Gabaldon
President

COMMUNITY WATER COMPANY OF GREEN VALLEY

1501 S. La Canada
Green Valley, AZ 85614-1600

Janice Alward, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Steve Olea, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

By: m%&m

Rebecca Unluera
Assistant to Scott M. Hesla
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