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1 { SHAPIRO LAW FIRM, P.C. v _
Tay L. Shapiro (No. 014650) 0lk KAR -2 A Fu9
2 | 1819 E. Morten Avenue, Suite 280 e
Phoenix, Arizona 85020 AZ CORP COMMISSION
3 | Telephone (602) 559-9575 BOCTKET CONTRGL
4 | Attorneys for Turner Ranches Water and Sanitation Company
5
6 BEFORE THE ARIZONA CORPORATION COMMISSION
7
g | IN THE MATTER OF THE APPLICATION | DOCKET NO: W-01677A-16-0074
OF TURNER RANCHES WATER AND :
9 | SANITATION COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY TO (1)
10 | TOISSUE EVIDENCE OF INDEBTEDNESS| APPLICATION (FINANCING)
IN AN AMOUNT NOT TO EXCEED ni:o)na Corporation Commission
$450,000 IN CONNECTION WITH
11} CAPITAL IMPROVEMENTS; AND OCKETED
12 | (2) ENCUMBER ITS REAL PROPERTY MAR 09 2016
AND PLANT AS SECURITY FOR SUCH
13 INDEBTEDNESS. DOCKETED BY |
|
14 x
15 Pursuant to A.R.S. §§ 40-301 and 40-302, Turner Ranches Water and Sanitation
16 | Company (“Turner Ranches” or “Company”), an Arizona public service corporation,
17 | hereby applies for authority from the Arizona Corporation Commission (“Commission”)
18 | to (1) issue evidence of indebtedness in an amount not to exceed $450,000; and
19 | (2) encumber its real property and utility plant as security for such indebtedness.
20 | Turner Ranches needs infrastructure improvements to be made to its system immediately.
21 | The Company is presently making the improvements with funding from its Manager, First
22 | National Management. The debt being sought here will be used to repay First National
23 | Management. In support of this Application, Turner Ranches states as follows:
24 A. General Background.
25 1. Turner Ranches is a public service corporation providing non-potable water
26 | for irrigation purposes to approximately 963 residential customers, 135 fire hydrants,
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three golf courses, one cemetery, and other common areas in portions of Maricopa
County, Arizona, including, but not limited to, the Leisure World community in Mesa.

2. Turner Ranches’ present rates and charges for utility service were approved
by the Commission in Decision No. 62319 (February 17, 2000).

3. Turner Ranches’ business office is located at 3880 S. De Niza Road, Apache
Junction, Arizona 85119 and its telephone number is (480) 677-6080. The Company’s
primary management contact is its President, Judy A. Lopez.

4. Ms. Lopez is the person responsible for overseeing and directing the conduct
of this Application. Her mailing address is P.O. Box 1020, Apache Junction, Arizona
85117; her telephone number is (480) 677-6080; and her email address is
jlopez2027@aol.com. All discovery, data requests and other requests for information
concerning this Application should be directed to Ms. Lopez, with a copy by e-mail
to undersigned counsel at jay@shapslawaz.com and whitney@shapslawaz.com.

5. Financial statements for the twelve-month period ending December 31, 2015
are attached as Exhibit 1.

6.  Statements projecting Turner Ranches’ estimated financial performance, for
the next five years, are attached as Exhibit 1.

B. Purposes of Financing.

7. Turner Ranches seeks Commission approval of long-term debt financing
contemplated herein for the purpose of repaying First National Management for funding
used to upgrade and perform needed maintenance on existing equipment located at water
wells, pump stations, and distribution system operated by the Company. Attached as
Exhibit 2 is a detailed listing of the capital improvement projects and their estimated costs.

The improvements are necessary to maintain service and reliability of the system.
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C. Terms and Conditions of Financial Transactions.

8. The lender will be BBVA Compass Bank. The term sheet for the proposed
debt financing is attached hereto as Exhibit 3. BBVA Compass has represented that it
will provide the subject financing at an interest rate equal to WSJ Prime plus 1.75 percent
fixed for 10 years. As a result, Turner Ranches is undertaking to negotiate a loan with
BBVA Compass. Such Agreement will be subject to the Commission approval sought in
this docket.

9. Turner Ranches repayment obligation to BBVA Compass will be secured by
the grant of a security interest in the Company’s real property and its water plant and
systems.

D. Effects of Financial Transactions.

10.  Turner Ranches’ pro forma balance sheet for the period ending
December 31, 2015 is attached as Exhibit 1. The pro forma balance sheet reflects the
impact of the debt infusion that is the subject of this Application. These actions will move
the Company’s current capital structure consisting of 100 percent equity and no debt to a
capital structure consisting of approximately 78.19 percent equity and 21.81 percent debt.
The new capital structure is more balanced and favors ratepayers as the cost of debt is less
than the cost of equity.

11. The Company will have a Debt Service Coverage Ratio (DSCR) of 4.81 and
a Times Interest Earned Ratio (TIER) of 6.56 if the maximum requested indebtedness
were incurred. The ratios will be higher as long as the amount of debt incurred remains
less than the maximum value requested. The DSCR and TIER calculations, as shown on
Exhibit 1, were calculated using an interest rate of WSJ Prime plus 1.75 percent.

12. The loan proceeds will be issued for lawful purposes, as discussed herein,
and the execution of the loan agreement with BBVA Compass and the grant of a security

interest in Turner Ranches’ real property, plant and system, and the undertaking of the

3
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obligations set forth therein are within the Company’s corporate powers. A Corporate
Resolution authorizing the contemplated transaction is attached as Exhibit 4.

13.  Turner Ranches will file true and correct copies of all debt instruments issued
with Docket Control within thirty (30) days from the date of issuance.

14. The approvals sought herein are compatible with the public interest and with
the proper performance of Turner Ranches’ duties as a public service corporation.

15. The financing contemplated herein will not impair the Company’s ability to
perform its duties as a public service corporation providing water utility service.

16.  Turner Ranches is in the process of providing notice of this application by
publishing notice, in the form provided by the Commission, in a newspaper of general
circulation in the area in which the Company provides service. Proof of publication and a
true copy of the notice will be filed with the Commission.

Based on the foregoing, Turner Ranches respectfully requests the following:

A. That the Commission consider this Application on an expedited basis,
including the scheduling of a hearing, if necessary, on this matter as soon as practicable;

B. That the Commission enter an order approving this Application and
authorizing Turner Ranches to incur indebtedness in an amount not to exceed $450,000
for the purposes described above; and

C. That the Commission authorize Turner Ranches to take such other and
further action as may be necessary to effectuate the purposes of this Application, as may

be appropriate under the circumstances herein.
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RESPECTFULLY SUBMITTED this 2nd day of March, 2016.

ORIGINAL and fifteen (15) copies
of the foregoing were delivere
this 2nd day of March, 2016, to:

Docket Control

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

By: Qo\_%ﬁdb

SHAPIRO LAW FIF}l, P.C.

J ay L. Shap r
1819 E.M Venue, Suite 280
Phoenix, 040

Attorneys for Turner Ranches
Water and Sanitation Company
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EXHIBIT 3




LY Compass

Summary of Terms and Conditions
of Proposed Credit Facility

Date: 1/22/16

This summary of indicative terms and conditions is not a commitment to lend or to provide any other service related to a Sfnancing.
Any such commitment or undertaking will be issued only in writing subject to appropriate documentation, the terms of which are
not limited to those set forth herein, This summary of indicative terms and conditions is intended as an outline of certain of the
material terms of a proposed financing and is not intended to summarize all of the conditions, covenants, representations,
warranties and other provisions that would be contained in definitive loan documents, and is subject to, among other things,
completion of due diligence, credit approval by BBVA Compass and SBA eligibility with completion of all loan documents along
with other provisions ds outlined below,

Borrower: Turner Ranches Water and Sanitation Co,
Operating Company: Turner Ranches Water and Sanitation Co.
Guarantors: * Judy A Lopez

* Ronald R Lopez
*  Sequoia Industries, Ltd

Facility: SBA 7a loan:
Loan amount not to exceed: $450,000

Use of Funds:

To upgrade/replace/repair/perform needed maintenance to existing equipment located at water wells
operated by Turner Ranches Water and Sanitation Company.

Improvements approximately $500,000

Estimated closing costs $15,500

Total uses: $515,500

Source of Funds:
Loan proceeds: $465,500
Total Sources: $465,500

*Clesing costs and fees have been estimated for planning purposes only. Aflocation of seurces and uses are based on an
estimated total Joair balance of $465,500

Purpose: Proceeds to be used to upgrade/replace/repair/perform needed maintenance to existing equipment
located at water wells operated by Turner Ranches Water and Sanitation Company.

Maturity: 10 years

Repayment: Monthly Principal and Interest payment, based on a fully amortized schedule. Amortization period
subject to final approval of maximum loan term. Any remaining Principal and accrued Interest due at
maturity. :

Interest Rate V&;SJ Prime + 1.75% fixed for ten years. The rate based on this structure if closed today would be
5.25%. )

CONFIDENTIAL

This term sheet does not represent a commitment to lend and may not be relied upon as such.




Packaging Fee: $500

Prepayment fee Noneter

Collateral: - 1" lien position on Property the Wells are located
- 1¥lien position on Equipmert to be acquired
- 1¥lien position on existing equipment

Closing Costs: Normal due diligence will be required, out-of-pocket costs may include, but are not limited to, legal
costs, Appraisal report, Environmental report, ete,

Deposit Accounts: The structure and terms contained herein are conditioned upon Borrower maintaining its primary
depository accounts with Lender and agreeing to allow Lender to automatically debit its accounts
with Lender for amounts due under the Facility.

Conditions Precedent: Appraisal report,

Environmental Report

Survey

Title opinions

Insurance requirements

SBA 7A Loan approval from the U.S. Small Business Administration reflecting a guaranty

percentage of 75% Satisfaction of any loan conditions or terms imposed by the U.S. Small

Business Administration in connection with its approval and guaranty. Borrowers and

guarantors agree to provide tecessary documentationi and execute required forms for Bank to

obtain said government guaranty. Bank will prepare SBA application and subsequent forms to
obtain valid SBA guaranty on behalf of the borrower(s)., guatantors if applicable, affiliates. For
this service Bank will charge the above noted packaging fee.

»  Properly executed documents in form and substance satisfactory to Lender andfor Lender’s
counsel evidencing or supporting the Facilities, which may include, but are not limited to, a
promissory note and/or credit agreement, pledge or security agreements, financing statements
and general/unlimited/unconditional guarantees.

¢  Additional conditions precedent that Lender considers customary and reasonably appropriate for
the Facility.

o & €& o & »

*Note, all of the foregoing are subject to Lender’s receipt and satisfactory review.

BBVA Compass Bank

Steve Gation
Vice President
SBA Lending Division

This term sheet Is issued in veliance on the accuracy of all information, représentations, schedules, and other data and materials
submitted by Borrower, all of which are deemed material. This term sheet does not contain all of the terms and conditions or other
provisions that may be included in the final documents evidencing the Facilities, and is issued at a time before Lender has
undertaken a full business, credit, and legal analysis of Borrower and the Facilities.

The terms and provisions of this correspondence are confidential and may not be disclosed by Borrower to any other person or
entity. However, the foregoing restrictions on disclosure shall not apply to disclosure(s): (i) to Borrower’s legal counsel for
purposes of advising Borrower with respect hereto and provided, however, that such counsel agrees to preserve the confidentiality
of this correspondence; or (ii) in response to any properly issued subpoena from any court or other governmental authority with
Jurisdiction over Borrower, provided thai Lender has been furnished reasonable advance notice of the intended disclosure and the

opportunity to prevent or limit the scope of any such disclosure.

This term sheet is intended for the sole and exclusive benefit of Borrower and Lender and may not be relied upon by third parties.

CONFIDENTIAL

This term sheet does not represent a commitment to lend and may not be relied upon as such.




EXHIBIT 4




ACTION BY UNANIMOUS WRITTEN CONSENT
OF THE DIRECTORS OF
TURNER RANCHES WATER AND SANITATION COMPANY

We, the undersigned, being all the directors of Turner Ranches Water and Sanitation
Company (“Turner Ranches”), a corporation duly organized under the laws of the State of Arizona,
hereby take the following action by unanimous written consent in lieu of a meeting of the directors,
which consent may be executed in one or more counterparts, such resolutions having the same
force and effect as if adopted at a formal meeting of the Board of Directors, pursuant to the
authority of the statutes and regulations governing Arizona for profit corporations .and the By-
Laws of Turner Ranches.

RESOLVED, that Turner Ranches is authorized to apply to the Commission to obtain
approval of the financing contemplated in Turner Ranches Application (Financing)
(“Application”), in an amount necessary to find improvements to Turtier Ranches’ utility system,

RESOLVED, that Turner Ranches may obtain financing in an amount not to exceed
$450,000, at an interest rate equal to WSJ Prime plus 1.75 percent fixed for 10 years,

FURTHER RESOLVED, that Turner Ranches authorizes its officers, agents, and attorneys
to prepare and submit all proper filings and disclosures, and to seek and obtain any and all
necessary permits and approvals in cotinection with the processing of the Application.

Dated: February 29, 2016 TURNER RANCHES WATER AND
SANITATION COMPANY

Ronald Lopez ¥ 7




