August 4, 2026
Hillcrest Bay Inc.
Homeowners Association Board of Directors

PUBLIC NOTICE: WATER RATE INCREASE

Our water service provider is privately owned by the family (heirs) of the original developer.  Water company operation is not in the course of the heir’s daily life, so there may have been some unintentional neglect over the years.  The system has deteriorated into a poor state of repair, and there has been no water rate increase since 2002.

For many years, the HOA had sought installation of fire hydrants for the safety of the community to no avail.  In October, 2023, the BOD reached out to the AZCC (Arizona Corporation Commission) about the need for fire hydrants after having sustained a major fire, and concerns about the state of repair of the system.  

The BOD worked with the Water Management Company, Southwestern Utility Management, to facilitate installation of the hydrants in 2024.  Unfortunately, requests for further repairs to the system went unresolved as the Water Company was not in the financial position to do so.

In March 2026, the BOD undertook substantive research of public records to determine ownership of the water company, financial condition, and system data.  This review revealed the Water Company was indeed marginally profitable, or losing money.  A letter was sent to the representative of the owners of the Water Company and the Water Management Company. In this letter, the BOD outlined our serious concerns about the state of the system, as follows:

· The shutoff valve on the tank is inoperable, as are isolation valves on each street.  This necessitated shut down and draining of the entire system to make even the smallest repairs.
· The electrical system at the pump site is a haphazard installation.  In recent years the system has suffered a number of pump outages related to electrical component failure.  The electrical system is clearly not up to code and in desperate need of a full upgrade.
· There is also concern about the reliability and condition of the wells and pumps.  The system has also experienced pump failures over the past few years.  It is the Board’s understanding only one well pumps consistently, and the other cannot sustain a constant draw.
· There was also concern about emergency response in the event of a major line break in the absence of the on-site representative.  The BOD requested to be checked out on the system and to be granted emergency or with permission access to shut down the system if need be.

As a result of the Board’s outreach, the representative of the Family contacted the Board and we opened discussions.  In April, a lead Family member, the water company representative, and the water company attorney came to meet with a group of Board members at a Board member’s residence.  It was mutually agreed that the system was dilapidated, in need of repair, and that current water rates were inadequate to sustain the system, let alone allow repairs.  The Water Company stated they were seeking a rate increase from the AZCC, but it was a complex process.

In the meantime, our community has experienced further system failures, notably, a repair that required the system to be shut down, drained, and refilled on two consecutive days.  These shutdowns resulted in day long outages causing great exasperation and complaints from the community.

The Board contacted the system operator and it was determined a shutoff valve at the tank would dramatically reduce repair times and water disruptions to the community.  The Board was asked to consider paying for the valve.  The Board was open to consideration of all options.  The System Operator obtained a quote, and the Board obtained two independent quotes.  Further action by the Board was conditioned on the status of the rate increase.

The Water Company representative notified us of the pending rate increase on August 10th.  He asked that we post the notification on our community website at the request of the AZCC.  

The Hillcrest Board of Directors is of the position that this rate increase is justified.  Hillcrest Bay homeowners have enjoyed abnormally low water rates for many years.  The current rate increase, if approved as proposed, will still result in rates lower than surrounding communities.  Our system is in dire need of repair and upgrades, and there is risk of a catastrophic systemic failure.  The Board of Directors recommends that the community support this rate increase!  

    
