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GARY PIERCE
IN THE MATTER OF ARIZONA PUBLIC DOCKET NO. E-01345A-07-0663
SERVICE COMPANY AND VERIZON DOCKET NO. T-01846B-07-0663
CALIFORNIA, INC.’S JOINT PETITION FOR
THE ESTABLISHMENT OF AN STAFF’S SUPPLEMENTAL BRIEF
UNDERGROUND CONVERSION SERVICE
AREA.

The Utilities Division Staff, (“Staff”) of the Arizona Corporation Commission,
(“Commission”) files this supplemental brief to the joint filing by Arizona Public Service Company

and Verizon California, Inc. and Staff, to address the issue of the impact of the establishment of an
underground conversion service (“USC”) on Hillcrest Water Company (“Hillcrest” or “Company”).
I INTRODUCTION.

Hillcrest, a Class D water company, received its certificate of convenience and necessity in
1970.! According to the 2006 Annual Report, the Company has approximately 190 customers and
serves the Hillcrest Bay area. The Hillcrest system consists of five wells, one 50,000 gallon storage
tank, one 42, 000 gallon storage tank, one air pressure tank and one /2 Hp booster pumpz, although
the 2006 Annual Report only lists two wells. The Company’s last rate case was 2002.>

It was determined that the estimated utility conversion cost for the Company would be

$6330.14* and there are no private costs’

Arizona Corporation Commission

DOCKETED
FER 19 2008

! Decision No. 41064, December 23, 1970

? Decision No. 64889, Docket No, W-02128A-01-0978, June 5, 2002
Id.at2 .

* Updated spreadsheet Ex. A-3

* Tee Pee Contractors Proposal Ex. S-2
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IL. WOULD THE ASSESSMENT THAT WOULD ARISE FROM THE
ESTABLISHMENT OF THE UCS BECOME AN ENCUMBRANCE THAT WOULD
REQUIRE COMMISSION APPROVAL?

Arizona Revised Statute § 40-285 (A) states:

A public service corporation shall not sell, lease, assign, mortgage or otherwise
dispose of or encumber the whole or any part of its railroad, line, plant, or
system necessary or useful in the performance of its duties to the public, or any
franchise or permit or any right thereunder, nor shall such corporation merge
such system or any part thereof with any other public service corporation
without first having secured from the commission an order authorizing it so to
do. Every such disposition, encumbrance or merger made other than in
accordance with the order of the commission authorizing it is void.

The law requires a public service company to seek Commission approval of any financing of
or sale of utility assets. The purpose of the statute is to prevent a utility of disposing of resources
devoted to providing utility service and thus impairing its ability to serve the public.

In the instant case, should the UCS be approved along with the financing recommended by
Staft®, such financing would be an “encumbrance” as contemplated by the statute. However, it could
be argued that the Commission order approving the UCS could be construed as approving the
incurring of the assessment debt by the Company along with any financing arrangement approved by
the Commission. But taking this approach would not allow the Commission the ability to audit the
Company’s finances to ensure that the encumbrance would not impair the financial ability of the
Company to conduct business.

Staff conducted an unaudited review of the Company’s financial position based on the
Company’s 2006 annual report. The results are attached as Exhibit 1. Should the Company elect to
pay the assessment in full, the assessment would be treated as paid in capital. If the Company elects
to take the financing, Exhibit 1 shows that the Company would be able to service the debt. Staff also
contacted the Company’s owner, Ms. Barbara Dunlap, to determine if the Company planned to pay
the assessment or take the financing should the UCS be approved. She indicated that éhe was unsure

at the present time.

® Staff Report Ex. S4 at 8
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Therefore, the Commission could approve the encumbrance by Hillcrest as part of the

approval of the UCS. This approval for Hillcrest would be based on Staff’s unaudited review.
However, if the Commission desires a more in-depth review of Hillcrest’s financial position, it could

order Hillcrest to file a financing application for such approval.

RESPECTUFLLY SUBMITTED this 19th day of February, 2008.

“Robin R. Mitchell, Attorney
Attorney, Legal Division
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007
(602) 542-3402

Original and thirteen (13) copies
of the foregoing were filed this
19th day of February, 2008 with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85008

Copy of the foregoing mailed this
19th day of February, 2008 to:

Jeffrey Crockett

Robert J. Metli

Snell & Wilmer, L.L.P.

One Arizona Center

400 E. Van Buren

Phoenix, Arizona 85004-2202

Attorneys for Arizona Public Service Company

Thomas L. Mumaw

Megan Grabel

Pinnacle West Capital Corporation

400 North 5™ Street

P.O. Box 53999, MS 8695

Phoenix, Arizona 85072-3999

Attorneys for Pinnacle West Capital Corporation

Thomas H. Campbell

Michael T. Hallam

Lewis & Roca, LLP

40 N. Central Avenue

Phoenix, Arizona 85004

Attorneys for Verizon California, Inc.
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Cog)y of the foregoing mailed this
19" day of February, 2008 to
the following parties:

Jennifer D. Fletcher
22482 Alma Aldea #79
Rancho Santa Margarita, CA 92688

310-32-005A

Albert L. & Maria G. Reyes
11751 Roswell Ave.

Chino, CA 91710

Veronica Pedregon
855 Bay View Drive
Parker, AZ 85344

David P. & Patricia Carmichael
912 S. Easthills Dr.
West Covina, CA 97191

Larry Cartwright
445 B Avenue
Coronado, CA 92118

Robert L. & Roberta A. Golish
501 N. Clentine St.
Anaheim, CA 92801

Wyman & Donna J. Johnson
17806 Quantum PI.
Pierre, SD 57501

Richard S. & Joy M. Muzic, Trustees,
Muzic Living Trust

10315 Felson St.

Bellflower, CA 90706

Fred A. & Lynne S. Muzic
16411 Underhill Ln.
Huntington Beach, CA 92647

Wayne D. & Zelma M. Dunham, Trustees,
Dunham Family Trust

P.O. Box 68

San Clemente, CA 92674
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Carl Alvarado & Sherry Craven
791 Bay View Dr.
Parker, AZ 85344

Kelli Smith
927 High Country
Glendora, CA 91740

Duane E. & Ruth V. Ferguson, Trustees,
Ferguson Trust

2814 Manor View Dr.

Parker, AZ 85344

Mac & Joyce Frazier
1777 Lewis Ave.
Long Beach, CA 90813

Clark & Piper Slone
40641 Bear Creek St.
Indio, CA 92203

Andrew R. & Shanna S. McCloskey
5000 Windy Circle
Yorba Linda, CA 92887

Charles E. Stirewalt
2932 Ballesteros Ln.
Tustin CA, 92672

Edward Woodworth Deuel III & Nancy
Lee Deuel, Trustees, Edward and Nancy
Deuel Family Trust

6892 Via Carona Dr.

Huntington Beach, CA 92647

Russell E. & Shirley A. Millspaugh
2874 Manor View Dr.
Parker, AZ 85344

John Jacob Westra & Calvin Nyles Westra,
Trustees, Westra Family Trust

4379 Hwy 147

Lake Almanor, CA 96137

Betty Jane Bryant & Goldie June Jordan
78976 Spirit Court
Palm Desert, CA 92211
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Gale M. & Eileen Dalton
2910 S. Manor View
Parker, AZ 85344

Roger Andrew & Sally Jeanne Shore, Trustees,
Shore Family Revocable Living Trust

21225 Pinebluff Dr.

Trabuco Canyon, CA 92679

Steve Benton & Delia Alvarado
2948 S. Noble View Dr.
Parker, AZ 85344

Linda Ledbetter
570 Rim View Dr.
Twin Falls, ID 83301

Kenneth J. & Eileen K. Thompson, Trustees
78710 Darrell Dr.
Bermuda Dunes, CA 92201

Kent A. & Teresa B. Thompson
13811 Mayport Ave.
Norwalk, CA 90650

Albert & Amelia Nevares
4759 Murietta St.
Chino, CA 91710

Ruben Gomez, Jr. & Diane Gomez; William C.
& Constance F. Riach & Jed William Riach

P.O.Box 112

Running Springs, CA 92382

Johnny A. & Billie M. Dodson & Samuel D.
& lvanelle J. Page

816 Bay View Dr.

Parker, AZ 85344

Nando F. Haase & Donna C. Merrill
830 Bay View Dr.
Parker, AZ 85344

Fred & Lynne Muzic
16411 Underhill Ln.
Huntington Beach, CA 92647
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Elizabeth A. Hacke
858 Bay View Dr.
Parker, AZ 85344

Michael Schaper
7383 SVL Box
Victorville, CA 92392

Roy & Margaret Hokenson
880 Bay View Dr.
Parker, AZ 85344

Timothy & Jola Nette Hubbs
P.O. Box 474
Running Springs, CA 92382

Jack M. & Barvara Jo Hutchens, Trustees,
Hutchens Family Trust

151 N. Holgate

La Habra, CA 90631

Larry W. & Shearl Lynn Thompson
12642 Lamplighter
Garden Grove, CA 92845

Hillcrest Bay Inc.
924 Bay View Dr.
Parker, AZ 85344

Roy M. & Margaret Hokenson
880 Bay View Dr.
Parker, AZ 85344

Barbara A. Demerest
11616 Reche Canyon Rd.
Colton, CA 92324

Brian D. Wood & Arthur Wood, Jr.
3217 S. North Shore Dr.
Ontario, CA 91761

Juliana Perez
4169 Mentone Ave.
Culver City, CA 90232
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Michael Joseph & Tamara Lynn Wilkinson
4 Bella Firenze
Lake Elsinore, CA 92532

John D. Yarbrough, II, & Jacqueline Y.
Yarbrough, Trustees, Yarbrough Revocable Trust

P.O. Box 616

Parker, AZ 85344

Louise Denver
889 Swan Dr.
Parker, AZ 85344

Karen L. & James Bibby
873 Swan Dr.
Parker, AZ 85344

Carlson T. & Darlene E. Loftis, Trustees,
Carlson T. Loftis and Darlene E. Loftis
Revocable Living Trust

54 West Forest Trail

Free Soil, M1 49411

Richard Gervais
5234 Carlingford Ave.
Riverside, CA 92504

Gerald W. & Michelle C. Gatlin &
Jeffrey W. & Tracy A. Gatlin

17618 Regency Circle

Bellflower, CA 90706

Dowell A. & Katherine S. Kubicka, Trustees,
Dowell A. Kubicka and Katherine S. Kubicka
Family Trust

6819 Tahiti Dr.

Cypress, CA 90630

Terence W. Bitrich
1021 N. Puente St.
Brea, CA 92821

Randy J. & Rachael Anne Stewart
1826 Comarago Court
Corona, CA 92833
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Geoffrey William Lambrose
784 Swan Dr.
Parker, AZ 85344

Stuart & Denise Currie; Richard J. &
Andrea S. Wilke, Trustees, Wilke Family
Revocable Trust; & David M. & Dorothy D. Glynn
4545 Sunfield Ave.
Long Beach, CA 90808

John M. & Peggy J. Steiner, Trustees,
Steiner Family Trust

3220 Saratoga Ave.

Lake Havasu, City AZ 86406

Trevor Goldi & Sierra Smith-Goldi &
Earline R. Pool

828 Swan Dr.

Parker, AZ 85344

Clifton D. & Viola J. Lee, Trustees, C.
Lee Family Revocable Trust

229 W. Tudor St.

Parker, AZ 85344

Donald E. Lee
14049 Farmington St.
Oakhills, CA 92344

Ronald D. & Mary P. Lee
14049 Farmington St.
Oakhills, CA 92344

Jo-Anne M. Lynn
872 E. Swan Dr.
Parker, AZ 85344

Jo Ann C. Goldbach, Trustee, Jo Ann C.
Goldbach Revocable Trust

880 E. Swan Dr.

Parker, AZ 85344

Donald & Virginia Vaughn
880 E. Swan Dr.
Parker, AZ 85344
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Cummins Investments, Inc.
P.O. Box 665
Lake Havasu City, AZ 86405

Thomas P. & Cynthia A. McGregor,
Trustees, McGregor Trust

1360 Knoll Drivee

Oceanside, CA 92054

Filmore H. Anderson & Virginia L. Anderson
920 E. Swan Dr.
Parker, AZ 85344

Arthur C. Wood III; Steven D. Wood;
Brian D. Wood

2968 Thoroughbread St.

Ontario, CA 91764

Link T. & Sandra C. Johnson, Trustees,
Link T. Johnson and Sandra C. Johnson
Revocable Living Trust

1112 W. Houston Ave.

Fullerton, CA 92633

Afred & Sheryl Beauvais
5318 Elk Court
Fontana, CA 92336

Mark S. & Jeannine Long
548 Woodhaven Court
Upland, CA 91786

Scott D. & Grace D. Babcock
15944 E. Milvern Dr.
Whittier, CA 90604

Linda Seidenglanz; Bill & Carol Crane
15040 Kinai Rd.
Apple Valley, CA 92307

Richard M. Hoyt; Mark A. & Kathy A. Hoyt
38821 Kilimanjaro Dr.
Palm Desert, CA 92211

William H. & Shari D. Dage
P.O. Box 1297
Banning, CA 92220
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Gerald C. & Carol L. McGinnis, Trustees,
McGinnis Family Trust

3370 Less Ave.

Long Beach, CA 90808

Gary L. & Suzanne A. Smith
531 Apache Dr.
Placentia, CA 92870

Ronald K. & Lorraine C. Johnson
885 Crystal View Dr.
Parker, AZ 85344

Troy & Tammie Ward
41775 Cascade Ct.
Temecula, CA 92591

Richard A. & Kimberly E. Hampton
1143 Andrew Ln.
Corona Ln., CA 92881

Nancy Suzanne Archer
860 Crystal View Dr.
Parker, AZ 85344

Raymond G. Grossman, Sr. & Ann M. Grossman
118 N. Morada
West Covina, CA 91790

Charles T. & Ellen L. O'Neill
22062 Broken Bow Dr.
El Toro, CA 92630

Victoria Kukuruda
30670 Watson Rd.
Homeland, CA 92548

Raymond D. & Patricia Easley
4161 Ricardo Dr.
Yorba Linda, CA 92886

Jacqueline J. & Sandra J. Johnson
809 Crystal View Dr.
Parker, AZ 85344

11
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Sharon Error, Trustee, Sharon Error Trust
P.O. Box 575745 H
Salt Lake City, UT 84157

Marvin L. & Joan K. Jordan
P.O. Box 228
La Quinta, CA 92253

Louis M. & Linda D. Wilson
4421 E. Valley Gate
Anaheim Hills, CA 92807

Victor M. & Priscilla M. Horta
8057 Armagosa Dr. ‘
Riverside, CA 92508

Boyce L. & Teresa A. Harker; Trent W.
& Laura M. Harker

79-165 Canterra Circle

La Quinta, CA 92253

Leah C. Wagner
7516 Shoup Ave.
West Hills, CA 91307

Dennis A. & Phyllis A. Ingram
828 Crystal View Dr.
Parker, AZ 85344

Charles E. & Judy Rutledge, Trustees,
Rutledge Family Trust

P.O. Box 185

Lucerne Valley, CA 92356

Dan & Teri Peters
5838 Applecross Dr.
Riverside, CA 92507

Merle D. & Janet J. Calvin
862 Crystal View Dr.
Parker, AZ 85344

William & Harlayne Bond

6042 W. Potter Dr.
Glendale, AZ 85308
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Glenn E. Ecker & Patricia A. Tanges
880 Crystal View Dr.
Parker, AZ 85344

Robert W. & Camille A. Hughes
13803 Pequot Dr.
Poway, CA 92064

Gregory C. & Gwendolyn Mesna; Nathan J.
& Whitney Mesna

P.O. Box 2344

Running Springs, CA 92382

Roberta A. & Donald A. Anderson
1143 Sharon Rd.
Santa Ana, CA 92706

Albert O. LaFreniere
1691 Chandler Dr.
Lake Havasu City, AZ 86403

Caleb J. & Kristina A. Brandel &
Judith B. Shipley

7307 Lenox

Riverside, CA 92504

Ted & Carla Bultsma & Leslie Gossinberger
P.O. Box 3612
Running Springs, CA 92382

Gary & Yvonne Sutton
31956 Rosales Ave.
Murietta, CA 92563

Robert & Lori Nielson
P.O. Box 401971
Hesperia, CA 92340

John L & Jane R. Sears, Trustees,
Sears Living Trust

10532 Mira Vista Dr.

Santa Ana, CA 92705

13
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Dan R. & Vivian T. Good, Trustees,
Dan R. Good and Vivian T. Good
Declaration of Trust

P.O. Box 53 Hwy 108

Strawberry, CA 95375

Judi L. Noble
1444 E. 13th St.
Upland, CA 91786

Dennis R. & Catherine Roustan, Trustees,
Roustan Living Trust

1640 E. Appalachian Rd.

Flagstaff, AZ 86004

Linda Kay Clamp & David Edward Seaver
3457 El Camino Real
Palo Alto, CA 94306

Scott K. Jones, Sr. & Carole A. Jones, Trustees,
Jones Revocable Trust

7991 Inwood Ln.

La Palma, CA 90623

Pamela A. Leggett, Trustee, Pamela A. Leggett
Revocable Trust

P.O. Box 1395

Parker, AZ 85344

Cynthia [ Miles & Sandra L. Magana
961 N. Cleveland St.
Orange, CA 92867

Laurence A. & Marjorie Ward
867-E Linger Dr.
Parker, AZ 85344

Delvin G. & Gertrude A. Warren; Jenna Messina
278 Agate Way
Broomfield, CO 80020

Thomas J. Gealy, IV & Denise M. Gealy;
Edward F. Ferrall, Sr. & Margaret Ferrall;
& Edward Ferrall, Jr. & Susan L. Ferrall

18250 Devonwood Cir

Fountain Valley, CA 92708
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Donald & Melody Clark
16900 Taft Street
Riverside, CA 92508

Paul L. & Carol A. Pudewa
3531 Lama Ave
Long Beach, CA 90808

Ricky & Karen L. Bullard
814 Anderson Court
Redlands, CA 92374

Gerald D. Flores
25092 Portsmouth
Mission Viejo, CA 92692

Gary W. Smith
791 E. Linger Dr
Parker, AZ 85344

Thomas F. Anderson, Ernest Vanier,
& Robert K. Anderson

2918 Redwood Circle

Fullerton, CA 92635

Tom W. & Kathryn A. Ayers, Trustees,
Ayers Revocable Trust

40795 Nicole Court

Hemet, CA 92544

Judith B. Shipley
14325 Laurel Drive
Riverside, CA 92503

John W. Kourkos & Jamie Brandel;
William W. & Geraldine Brandel

14255 Judy Ann Drive

Riverside, CA 92503

David & Susan Thomas
2508 Dashwood
Lakewood, CA 90712

Shane Jolicoeur
852 Linger Dr
Parker, AZ 85344
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Robert & Danielle Franck
134 Villa Rita Dr
La Habra Hgts, CA 90631

Scott Jones, Sr. & Carole A. Jones, Trustees,
Jones Revocable Trust

7991 Inwood Ln.

La Palma, CA 90623

Theodore R. & Mary L. Marical
711 Rosewood Ln.
La Habra, CA 90631

Andrew P. & Debra D. Grimes
904 Linger Drive
Parker, AZ 85344

Edward Mark & Beverly A. Lauer
914 Linger Drive
Parker, AZ 85344

Constance Ann Estabrook
1426 Cleveland Loop Dr.
Roseburg, OR 97470-8945

Janice Powers
934 Linger Drive
Parker, AZ 85344

Rick J. McCurdy
6417 Sherman Way
Bell, CA 90201

William E. & Jeannette L.. Horn
954 Linger Drive
Parker, AZ 85344

Gary J. Schmitt
3229 Kluk Ln Suite 100
Riverside, CA 92501

William M. & Joan Whittlinger;

Ted & Mary Whittlinger
49071 Denton Rd Apt 106
Belleville, MI 48111
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Craig A. & Cindy S. Martin, Trustees,
Martin Family Revocable Trust

2184 Cartwheel Circle

Corona, CA 92880

Ronald & Sylvia Nelson
835 Max View Dr.
Parker, AZ 85344

Jerome P. & Karen M. Bowe
849 Max View Dr.
Parker, AZ 85344

Robert Rester & Patricia Ann Hoffman
16729 Sage Circle
Chino Hills, CA 91709

Timothy Gordon & Robin Alicia Evans
24482 Chamalea
Mission Viejo, CA 92691

Khanim Poplet
981 Charles St.
Banning, CA 92220

Keith Blanchard
10529 Cantrell Ave
Whittier, CA 90604

Scott K. Jones, Jr. & Zahira V. Delgadillo,

Trustees, Scott K. Jones, Jr. and Zahira V.

Delgadillo Jones Revocable Trust
5732 Placerville P1.
Yorba Linda, CA 92886

Richard L. & Nancy L. Fisher
582 W. Mount Carmel Dr.
Claremont, CA 91711

Mildred R. Dann
931 E. Max View Dr.
Parker, AZ 85344

Robert & Bonnie Strong
3602 Fairman
Lakewood, CA 90712
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Philip S. & Ina L. Wigley
250 E. Forest Ave
Arcadia, CA 91006

William A. Baca
9700 La Capilla Ave
Fountain Valley, CA 92708

Annette M. Kincaid
1975 W. Linden St.
Riverside, CA 92507

Kevin D. Martin; Kevin D. & Melanie Martin
1214 Las Arenas Way
Costa Mesa, CA 92627

James C. Schmidt, Jr. & Carol L. Schmidt
26045 Matlin Rd
Ramona, CA 92065

Howard A. & Helen F. Twardoks
15933 Malden St.
North Hills, CA 91343

Melvin Edward Hegler
18729 Lemarsh
Northridge, CA 91324

Antonio & Ilen Elias-Calles, Trustees,
Antonio Elias-Calles and Ilen Elias-Calles
Family Trust

18922 Flagstaff Ln.

Huntington Beach, CA 92646

Earl & Erna Davis
922 Max View Dr.
Parker, AZ 85344

Randy R. & Lisa T. Poole
8019 E. Gray Rd.
Scottsdale, AZ 85260

Robyn L. Stein
2338 N. Eaton Ct.
Orange, CA 92867
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Jerry & Kelly Goodman
68440 Tahquitz Rd. #4
Cathedral City, CA 92234

Joseph & Alis E. Troya; Peter W. & llene Kraemer
3551 Ames Pl.
Carlsbad, CA 92008

Melvin E. Hegler
18729 Lemarsh
Northridge, CA 91324

John R. & Judith L.P. McLean
5081 Norris St.
Irvine, CA 92604

Frank I. & Jan (aka Janet) Robles
P.O. Box 31417
Tucson, AZ 85751

Bernard M. & Elsie M. Lowe, Trustees
816 Noble View Dr.
Parker, AZ 85344

Anne Grisham
816 Noble View Dr.
Parker, AZ 85344

Wesley E. Bergstrom, Sr. & Therese Bergstrom
25681 Palmwood Dr.
Moreno Valley, CA 92557

Michael S. & Marie B. Mendez
4091 Carroll Ct.
Chino, CA 91710

Kevin R. & Cynthia Anne Runge
4485 Sunburst Dr.
Oceanside, CA 92056

Hollis I. Harvey
P.O. Box 130623
Big Bear Lake, CA 92315
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John W. & Catherine M. Marchesi, Trustees,
Marchesi Family Trust

3224 Hill View Dr. South

Chino, CA 91710

Matthew Annala
13122 Olympia Way
Santa Ana, CA 92705

Richard L. & Helen T. Powell
874 Noble View Dr.
Parker, AZ 85344

Charles S. & Barbara A. Manning, Trustees
29214 Old Wrangler Rd
Canyon Lake, CA 92587

Harold Eric & Kathie Jo Jones
4715 E. Warwood Rd
Long Beach, CA 90808

Michelle M. Gayler
P.O. Box 1413
Thermal, CA 92274

Malliett Investments, LLC
5373 W. First St.
Ludington, MI 49431

Robert P. & Carol E. Bischoff, Trustees,
Bischoff Living Trust

651 Center Crest

Redlands, CA 92373

Thomas J. & June K. Kraus
10765 Barnes Rd
Eaton Rapids, M1 48827

Mr. & Mrs. Kenneth B. Hepler, Jr.
40735 La Colima
Temecula, CA 92591

David G. & Shirley M. Bowman Revocable
Living Trust and/or Shirley M. Bowman
Revocable Living Trust

3120 Indian Wells

Prescott, AZ 86314
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Kent A. & Teresa B. Thompson
13811 Mayport Ave.
Norwalk, CA 90650

Bertha M. Stites, Trustee
P.O. Box 432
Acme, MI 49610

Ronald J. & Phyllis McDonnell, Trustees,
Ronald & Phyllis McDonnell Family Trust

P.O.Box 71

Marsing, ID 83639

Robert & Kathleen Thurman
415 Portola St.
San Dimas, CA 91773

Norman R. & Dianna L. Dump
9329 Lake Canyon Rd.
Santee, CA 92071

Thomas W. & Teddie Jo Lorch, Trustees,
Thomas W. Lorch and Teddi Jo Lorch Trust

2948 Via Blanco

San Clemente, CA 92673

Rodney W. Kawagoye & Judy C. Wilson
2971 Dunlap Dr.
Parker, AZ 85344

Vernon G. & Loretta J. Kraus
5388 W. Jagger Rd.
Ludington, MI 49431

Clyde L. & Jeanne F. Hentzen
2949 Dunlap Dr.
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Parker, AZ 85344

Philip J. Garcia & Deborah A. Laurence
3152 Walker Lee Dr.
Los Alamitos, CA 90720

Douglas & Karen Greer
37293 Marina View
Parker, AZ 85344
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Edward F. Mueller
6684 Vinal Haven Ct.
Cypress, CA 90630

Adam G. Madrigal
3763 Live Oak Dr.
Pomona, CA 91767

Douglas & Karen Greer
37293 Marina View
Parker, AZ 85344

Kathi A. Bevan
2889 Hillcrest Dr.
Parker, AZ 85344

David M. & Renee L. Welker
2875 Hillcrest Dr.
Parker, AZ 85344

Jane Schue, Trustee, Schue Living Trust
3706 Bluegrass Dr.
Lake Havasu, City AZ 86406

E.V. Gault
9018 Lakeview Dr.
Parker, AZ 85344

George & Debbie Radvansky
2855 Hillcrest Dr.
Parker; AZ 85344

Gerald & Shawna Johnson
P.O. Box 80
Cabazon, CA 92230

22
23
24
25
26
27
28

Ted & Carla Bultsma & Leslie Gossinberger
P.O. Box 3612
Running Springs, CA 92382

Larry E. & Laura S. Greseth
718 Black Dr.
Prescott, AZ 86301

Brian Bolton

#2 Vista Del Sol
Laguna Beach, CA 92651
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Andre M. & Linda E. Duran & Rudy E. &
Simonette E. Lovato

23147 Donahue Ct.

Moreno Valley, CA 92553

Charles Joseph Swan
2801 Hillcrest Dr.
Parker, AZ 85344

Michael E. & Melanie A. Stewart
2793 Hillcrest Dr.
Parker, AZ 85344

Jim Thurman
2785 Hillcrest Dr.
Parker, AZ 85344

William H. & Shari D. Dage
P.O. Box 1297
Banning, CA 92220

Beth S. Shamburg & Jeffrey G. Johnson
2775 Hillcrest Dr.
Parker, AZ 85344

Gregory K. & Michelle L. Walsh
15611 Obsidian Ct.
Chino Hills, CA 91709

La Paz County
1108 Joshua Ave.
Parker, AZ 85344

Hillcrest Water Company, Barbara Dunlap
915 E. Bethany Home Rd.
Phoenix, AZ 85014

George Nault

La Paz County Assessor
1112 Joshua Ave.
Parker, AZ 85344

Rick Wood

21 Palmera
Rancho Santa Margarita, CA 92688
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10
11
12
13
14
15
16
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20
21
22
23
24
25
26
27
28

Mikel Little

¢/o Jennifer Fletcher

22482 Alma Aldea #79

Rancho Santa Margarita, Ca 82688

24




EXHIBIT 1




APS/Verizon
Docket Nos. T-01846B-07-0663 and E-01345A-07-0663

Selected Financial Information for Hillcrest Water Company
Pro forma Includes Immediate Effects of the Proposed Long-term Debt

(Al [B]
12/31/2006
Annual Report APS/Verizon
Amount Without Assessment Amount of $6,330.
Assessment Pro Forma

1 Operating Income/(Loss) $ 2,634 $ 2,634
2 Depreciation Expense $ 2,964 $ 2,964
3 Income Tax Expense $ 697 $ 697
4 Interest Expense $ - $ 498
5 Principal Repayment $ $ 228

TIER & DSC Calculation

TIER

6 [1+3]+ (4] Not Meaningful 6.69
DSC

7 [1+2+3] + [4+5] Not Meaningful 8.67




APS/Verizon
Docket Nos. T-01846B-07-0663 and E-01345A-07-0663

Loan Amount Requested $6,330

Down Payment: $0

Amount Financed: $6,330
Number of years: 15 Compounding Periods: 12
Interest rate (r): 8.00% APR: 8.30%

LOAN AMORTIZATION mOImUC_-m

Payments
Beginning- End-of-month
Loan of-month Interest Principal principal Annual Annual Annual
payment principal [r*(2)] (1) - (3)1 [(2) - (9] Interest Principal Debt Payment
Period (1) @) 3 4 5 6 7 8

1 $60.49 $6,330.00 $42.20 $18.29 $6,311.71

2 60.49 6,311.71 42.08 18.41 6,293.29

3 60.49 6,293.29 41.96 18.54 6,274.75

4 60.49 6,274.75 41.83 18.66 6,256.09

5 60.49 6,256.09 41.71 18.79 6,237.31

6 60.49 6,237.31 41.58 18.91 6,218.40

7 60.49 6,218.40 41.46 19.04 6,199.36

8 60.49 6,199.36 41.33 19.16 6,180.20

9 60.49 6,180.20 41.20 19.29 6,160.91
10 60.49 6,160.91 41.07 19.42 6,141.49
11 60.49 6,141.49 40.94 19.55 6,121.94
12 60.49 6,121.94 40.81 19.68 6,102.26 498.17 227.74 725.91
13 60.49 6,102.26 40.68 19.81 6,082.45
14 60.49 6,082.45 40.55 19.94 6,062.50
15 60.49 6,062.50 : 40.42 20.08 6,042.43
16 60.49 6,042.43 40.28 20.21 6,022.22
17 60.49 6,022.22 40.15 20.34 6,001.87




18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49

6,001.87
5,981.39
5,960.77
5,940.02
5,919.13
5,898.10
5,876.92
5,855.61
5,834.15
5,812.56
5,790.81
5,768.93
5,746.89
5,724.71
5,702.38
5,679.91
5,657.28
5,634.50
5,611.57
5,588.49
5,565.26
5,541.86
5,518.32
5,494.61
5,470.75
5,446.73
5,422.55
5,398.21
5,373.70
5,349.03
5,324.20
5,299.20
5,274.04
5,248.71
5,223.20
5,197.53
5,171.69

40.01
39.88
39.74
39.60
39.46
39.32
39.18
39.04
38.89
38.75
38.61
38.46
38.31
38.16
38.02
37.87
37.72
37.56
37.41
37.26
37.10
36.95
36.79
36.63
36.47
36.31
36.15
35.99
35.82
35.66
35.49
35.33
35.16
34.99
34.82
34.65
3448

20.48
20.62
20.75
20.89
21.03
2117
21.31
21.46
21.60
21.74
21.89
22.03
2218
22.33
22.48
22.63
2278
22.93
23.08
23.24
23.39
23.55
23.70
23.86
24.02
24.18
24.34
24.50
2467
24.83
25.00
25.16
25.33
25.50
25.67
25.84
26.01

5,981.39
5,960.77
5,940.02
5,919.13
5,898.10
5,876.92
5,855.61
5,834.15
5,812.56
5,790.81
5,768.93
5,746.89
5,724.71
5,702.38
5,679.91
5,657.28
5,634.50
5,611.57
5,588.49
5,565.26
5,541.86
5518.32
5,494.61
5.470.75
5,446.73
5,422.55
5,398.21
5,373.70
5,349.03
5,324.20
5,299.20
5,274.04
5,248.71
5,223.20
5,197.53
5,171.69
5,145.68

479.27

458.80

436.62

246.65

267.12

289.29

725.91

725.91

725.91




55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91

60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49

5,145.68
5,119.49
5,093.12
5,066.59
5,039.87
5,012.98
4,985.90
4,958.65
4,931.22
4,903.60
4,875.80
4,847.81
4,819.63
4,791.27
4,762.72
4,733.98
4,705.05
4,675.92
4,646.60
4,617.09
4,587.37
4,557 .46
4,527.35
4,497.04
4,466.53
4,435.81
4,404.89
4,373.77
4,342.43
4,310.89
4,279.14
4,247.17
4,214.99
4,182.60
4,149.99
4,117.16
4,084.12

34.30
34.13
33.95
33.78
33.60
33.42
33.24
33.06
32.87
32.69
32.51
32.32
32.13
31.94
31.75
31.56
31.37
31.17
30.98
30.78
30.58
30.38
30.18
29.98
29.78
29.57
29.37
29.16
28.95
28.74
28.53
28.31
28.10
27.88
27.67
27.45
27.23

26.19
26.36
26.54
26.72
26.89
27.07
27.25
27.44
27.62
27.80
27.99
2817
28.36
28.55
28.74
28.93
29.13
29.32
29.52
29.71
29.91
30.11
30.31
30.51
30.72
30.92
3113
31.33
31.54
31.75
31.97
32.18
32.39
32.61
32.83
33.05
33.27

5,119.49
5,093.12
5,066.59
5,039.87
5,012.98
4,985.90
4,958.65
4,931.22
4,903.60
4,875.80
4,847.81
4,819.63
4,791.27
4,762.72
4,733.98
4,705.05
4,675.92
4,646.60
4,617.09
4,587.37
4,557.46
4,527.35
4,497.04
4,466.53
4,435.81
4,404.89
4,373.77
4,342.43
4,310.89
4,279.14
4,247.17
4,214.99
4,182.60
4,149.99
4,117.16
4,084.12
4,050.85

412.61

386.61

358.45

313.30

339.30

367.47

725.91

725.91

725.91




93

94

95

96

97

98

99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
17
118
119
120
121
122
123
124
125
126
127

60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49

4,050.85
4,017.37
3,983.66
3,949.72
3,915.56
3,881.17
3,846.55
3,811.70
3,776.62
3,741.31
3,705.76
3,669.97
3,633.94
3,597.68
3,561.17
3,524.42
3,487.42
3,450.18
3,412.68
3,374.94
3,336.95
3,298.70
3,260.20
3,221.44
3,182.43
3,143.15
3,103.61
3,063.81
3,023.74
2,983.41
2,942.81
2,901.93
2,860.78
2,819.36
2,777.67
2,735.69
2,693.44

27.01
26.78
26.56
26.33
26.10
25.87
25.64
25.41
25.18
24.94
24.71
24 .47
24.23
23.98
23.74
23.50
23.25
23.00
2275
22.50
22.25
21.99
21.73
21.48
21.22
20.95
20.69
20.43
20.16
19.89
19.62
19.35
19.07
18.80
18.52
18.24
17.96

33.49
33.71
33.94
34.16
34.39
34.62
34.85
35.08
35.32
35.55
35.79
36.03
36.27
36.51
36.75
37.00
37.24
37.49
37.74
37.99
38.256
38.50
38.76
39.02
39.28
39.54
39.80
40.07
40.33
40.60
40.87
41.15
41.42
41.70
41.98
42.25
42.54

4,017.37
3,983.66
3,949.72
3,915.56
3,881.17
3,846.55
3,811.70
3,776.62
3. 741.31
3,705.76
3,669.97
3,633.94
3,597.68
3,561.17
3,524.42
3,487.42
3,450.18
3,412.68
3,374.94
3,336.95
3,298.70
3,260.20
3,221.44
3,182.43
3,143.15
3,103.61
3,063.81
3,023.74
2,983.41
2,942.81
2,901.93
2,860.78
2,819.36
_2,777.67
2,735.69
2,693.44
2,650.90

327.95

294.92

259.15

397.96

431.00

466.77

72591

72591

725.91



129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
161
162
163
164
165

60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49

2,650.90
2,608.08
2,564.97
2,521.58
2,477.90
2,433.93
2,389.66
2,345.10
2,300.24
2,255.08
2,209.62
2,163.86
2,117.79
2,071.42
2,024.74
1,977.74
1,930.43
1,882.81
1,834.87
1,786.61
1,738.03
1,689.12
1,639.89
1,590.33
1,540.44
1,490.21
1,439.66
1,388.76
1,337.53
1,285.95
1,234.03
1,181.77
1,129.15
1,076.19
1,022.87

969.19

915.16

17.67
17.39
17.10
16.81
16.52
16.23
15.93
15.63
15.33
15.03
14.73
14.43
14.12
13.81
13.50
13.18
12.87
12.55
12.23
11.91
11.59
11.26
10.93
10.60
10.27
9.93
9.60
9.26
8.92
8.57
8.23
7.88
7.53
717
6.82
6.46
6.10

42.82
43.11
43.39
43.68
43.97
44.27
44.56
44.86
45.16
45.46
45.76
46.07
46.37
46.68
46.99
47.31
47.62
47.94
48.26
48.58
48.91
49.23
49.56
49.89
50.22
50.56
50.90
51.23
51.58
51.92
52.27
52.61
52.97
53.32
53.67
54.03
54.39

2,608.08
2,564.97
2,521.58
2,477.90
2,433.93
2,389.66
2,345.10
2,300.24
2,255.08
2,209.62
2,163.86
2,117.79
2,071.42
2,024.74
1,977.74
1,930.43
1,882.81
1,834.87
1,786.61
1,738.03
1,689.12
1,639.89
1,590.33
1,540.44
1,490.21
1,439.66
1,388.76
1,337.53
1,285.95
1,234.03
1,181.77
1,129.15
1,076.19
1,022.87

969.19

915.16

860.77

220.40

178.45

133.01

505.51

547.47

592.91

725.91

725.91

725.91



860.77 5.74 54.75 806.02

167 60.49 806.02 5.37 55.12 750.90
168 60.49 750.90 5.01 55.49 695.41 83.80 642.12 725.91
169 60.49 695.41 464 55.86 639.55
170 60.49 639.55 4.26 56.23 583.33
171 60.49 583.33 3.89 56.60 526.72
172 60.49 526.72 3.51 56.98 469.74
173 60.49 469.74 3.13 57.36 412.38
174 60.49 412.38 2.75 57.74 354.64
175 60.49 354.64 2.36 58.13 296.51
176 60.49 296.51 1.98 58.52 237.99
177 60.49 237.99 1.59 58.91 179.08
178 60.49 179.08 1.19 59.30 119.79
179 60.49 119.79 0.80 59.69 60.09
180 60.49 60.09 0.40 60.09 (0.00) 30.50 695.41 725.91
181 60.49 (0.00) (0.00) 60.49 (60.49)
182 60.49 (60.49) (0.40) 60.90 (121.39)
183 60.49 (121.39) (0.81) 61.30 (182.69)
184 60.49 (182.69) (1.22) 61.71 (244.40)
185 60.49 (244.40) (1.63) 62.12 (306.52)
186 60.49 (306.52) (2.04) 62.54 (369.06)
187 60.49 (369.06) (2.46) 62.95 (432.01)
188 60.49 (432.01) (2.88) 63.37 (495.39)
189 60.49 (495.39) (3.30) 63.80 (559.18)
190 60.49 (559.18) (3.73) 64.22 (623.40)
191 60.49 (623.40) (4.16) 64.65 (688.05)
192 60.49 (688.05) (4.59) 65.08 (753.13) (27.22) 753.13 725.91
193 60.49 (753.13) (5.02) 65.51 (818.65)
194 60.49 (818.65) (5.46) 65.95 (884.60)
195 60.49 (884.60) (5.90) 66.39 (950.99)
196 60.49 (950.99) (6.34) 66.83 (1,017.82)
197 60.49 (1,017.82) (6.79) 67.28 (1,085.10)
198 60.49 (1,085.10) (7.23) 67.73 (1,152.82)
199 60.49 (1,152.82) (7.69) 68.18 (1,221.00)
200 60.49 (1,221.00) - (8.14) 68.63 (1,289.63)
201 60.49 (1,289.63) (8.60) 69.09 (1,358.73)

202 60.49 (1,358.73) (9.06) 69.55 (1,428.28)




203
204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232
233
234
235
236
237
238
239

60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49
60.49

(1,428.28)
(1,498.29)
(1,568.77)
(1,639.72)
(1,711.15)
(1,783.05)
(1,855.43)
(1,928.29)
(2,001.64)
(2,075.48)
(2,149.80)
(2,224.63)
(2,299.95)
(2,375.78)
(2,452.11)
(2,528.95)
(2,606.30)
(2,684.17)
(2,762.56)
(2,841.47)
(2,920.90)
(3,000.87)
(3,081.37)
(3,162.40)
(3,243.98)
(3,326.10)
(3,408.76)
(3.491.98)
(3,575.76)
(3,660.09)
(3,744.98)
(3,830.44)
(3,916.47)
(4,003.07)
(4,090.25)
(4,178.01)
(4,266.36)

(9.52)

(9.99)
(10.46)
(10.93)
(11.41)
(11.89)
(12.37)
(12.86)
(13.34)
(13.84)
(14.33)
(14.83)
(15.33)
(15.84)
(16.35)
(16.86)
(17.38)
(17.89)
(18.42)
(18.94)
(19.47)
(20.01)
(20.54)
(21.08)
(21.63)
(22.17)
(22.73)
(23.28)
(23.84)
(24.40)
(24.97)
(25.54)
(26.11)
(26.69)
(27.27)
(27.85)
(28.44)

70.01
70.48
70.95
71.42
71.90
72.38
72.86
73.35
73.84
74.33
74.82
75.32
75.83
76.33
76.84
77.35
77.87
78.39
78.91
79.44
79.97
80.50
81.04
81.58
82.12
82.67
83.22
83.77
84.33
84.89
85.46
86.03
86.60
87.18
87.76
88.35
88.94

(1,498.29)
(1,568.77)
(1,639.72)
(1,711.15)
(1,783.05)
(1,855.43)
(1,928.29)
(2,001.64)
(2,075.48)
(2,149.80)
(2,224.63)
(2,299.95)
(2,375.78)
(2.452.11)
(2,528.95)
(2,606.30)
(2.684.17)
(2,762.56)
(2,841.47)
(2,920.90)
(3,000.87)
(3,081.37)
(3,162.40)
(3,243.98)
(3,326.10)
(3,408.76)
(3,491.98)
(3,575.76)
(3,660.09)
(3,744.98)
(3,830.44)
(3.916.47)
(4,003.07)
(4,090.25)
(4,178.01)
(4,266.36)
(4,355.29)

(89.73)

(157.42)

(230.74)

815.64

883.34

956.65

725.91

725.91

725.91




240 60.49 4,355.29 29.04 89.53 (4,444.82) (310.14);. 725.91
Total $14,518.27 $561,516.95 $3,743.45 $10,774.82 $550,742.13 $3,743.45 $10,774.82 $14,518.27 |
6.330.00 )
$187.17 $538.74 $725.91

188.2




APS/Verizon
Docket Nos. T-01846B-07-0663 and E-01345A-07-0663

As of 12/31/2006 with $6,330 Loan

Line

No.
1 Operating Revenue: $53,598
2 Operating Expenses:
3  All Other Operating Expenses $ 42,027
4  Depreciation 2,964
5 Property Taxes 2,089
6  Other taxes 3,884
7  Total Operating Expense $ 50,964
8
9 Operating Income (Line 1 - Line 7) $ 2634
10 Add back Depreciation Expense 2,964
11 Total Cash Available $ 5,598
12
13 Less Debt Service on Staff Recommended $6,300 Loan:
14 Annual principal and Interest Payment $ 726
15 -
16
17 Subtotal $ 726
18
19 $ -
20
21 Total Cash Available (Line 11 - Line 17) $ 43872




