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MEMORANDUM B e

TO: Docke t Control

FRO M: Ernest G. Johnson
Dire ctor **'
Utilitie s  Divis ion

DATE : November 5, 2007

S TAFF  REP O RT FO R LAS  Q UINTAS  S ERENAS  WATER CO MP ANY'S
AP P LICATION FOR ES TABLIS HMENT OF A FIRE S P RINKLER S ERVICE
TARTFF (DOCKET NO. W-01583A-04-0178: W-01583A-05-0326, AND W-
01583A-05~0340)

Attached is  the  Sta ff Report for Las  Quintus  Sere r as  Water Company's  applica tion for
the  es tablishment of a  fire  sprinkler s ervice  ta riff. S ta ff recommends  approval of the  application
using Staffs  recommended rates  and charges .

Any pa rty who wis he s  ma y file  comme nts  to the  S ta ff Re port with the  Commis s ion's
Docke t Control by 12:00 p.m. on or be fore  November 12: 2007.

EGIs  MEM:re d

Origina tor: Marvin E. Mills ap

Attachment: Original and s ixteen Copies
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Service  Lis t for: Las Quintus  Serenes Water Company
Docke t No. W-01583A-04-0178 e t a l

Mr. Lawrence  V. Robe rtson, J r.
PO Box 1448
Tubac, Arizona  85646
Attorney for Las Quintus  Serenes Water Company

Mr. John S . Gay
1241 West Calla  De La  Plaz
Sahuarita , Arizona  85629

Mr. James S table
The  Town of Sahuarita
725 West Via  Rancho Sahuarita
PO Box 879
Sahuarita , Arizona  85629

Mr. Robe rt Brown
Unity Church of Gre e n Va lle y
17630 S. Camino de Las Quintus
Sahuarita , Arizona  85629

Mr. Chris tophe r C. Ke e le y
Chie f, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Mr. Ernes t G. Johnson
Dire ctor, Utility Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Ms . Lyn Fa rme r
Chie f He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007



STAFF REPORT
UTILITY DIVISION

ARIZONA CORPORATION COMMISSION

LAS QUINTAS SERENAS WATER COMPANY

DOCKET NO. W-01583A-04-0178, W-01583A-05-0326
AND W-01583A-05-0340

APPLICATION

FOR A

FIRE SPRINKLER SERVICE TARIFF

NOVEMBER 5, 2007



STAFF ACKNOWLEDGMENT

The Staff Report for Las Quintus Serenes Water Company, Docket No. W-01583A-04-0178 et
al, was the responsibility of Staff member Marvin E. Millsap .

\

Marvin E. Millsap
Public Utilities Analyst IV
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EXECUTIVE SUMMARY
LAS QUINTAS SERENAS WATER COMPANY .

DOCKET no. W-01583A-04-0178, W-01583A_-5-0326
AND W-01583A-05-0340

Las Quintas Serer as Water Company ("Company") currently serves approximately 905
customers in a portion of Pima] County approximately twenty miles south of Tucson in Green
Valley, Arizona. The Company is requesting that the establishment of a fire sprinkler service
tariff be approved.

S ta ff recommends  approva l of its  re commended ra te s  and cha rges  a s  pre sented in this
re port.
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La s  Quintus  S e re ne s  Wa te r Compa ny
Docke t No W-01583A-04-0178, e t a l
P a ge  1

FACT SHEET

Com pa ny: La s  Quintus  S e re ne s  Wa te r Compa ny

Current ra tes: Decis ion No. 68718, re -opened August 22, 2007, a s  we ll a s  Docke ts ;
W-01583A-04-0178, W-01583A-05-0326, and W-01583A-05-0340.

Tvpe  of ownership: Corpora tion

Loca tion: The  Compa ny curre ntly s e rve s  a pproxima te ly 905 cus tome rs  in a  portion of P e na l
County approxima te ly twenty mile s  south of Tucson in Green Va lley, Arizona .

Rates: The  Company currently does  not have  a  fire  sprinkle r se rvice  ta riff.

Customers:
a pply.

The  Compa ny curre ntly ha s  only one  cus tome r to whom the  fire  s prinkle r will

Notifica tion:

Customer notifica tion was mailed on October 19, 2007.



Las Quintus Serer as Water Company
Docke t No W-01583A-04-0178, e t a l
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S UMMAR Y O F  F ILING  AND B AC KG R O UND

The  La s  Quinta s  S e re ne s  Wa te r Compa ny ("LQS " or "Compa ny") s e le cte d a  te s t ye a r
ended September 30, 2003, for a  ra te  increase  request docke ted as  W-1583A-04-0178. Decis ion
No. 67455, da ted January 4, 2005, approved revised ra tes  and charges recommended by Staff to
be  e ffe ctive  Ja nua ry 1, 2005. Ne ithe r the  ra te s  propose d by the  Compa ny nor S ta ff include d a
provis ion for fire  s prinkle r s e rvice . De cis ion No. 68718 a nd Docke ts  W-01583A_04-0178, W-
01583A-05-0326, a nd W-01583A-05-0340 we re  re -ope ne d by Commiss ion vote  on Augus t 22,
2007, for the  purpose  of cons ide ring a  fire  sprinkle r se rvice  ta riff for LQS.

On S e pte mbe r 6, 2007, the  Compa ny s ubmitte d a  le tte r conta ining a  propos e d Fire
S prinkle r S e rvice  Ta riff of $10.00 pe r month for e a ch fire  s prinkle r conne ction of 6 inche s  or
smalle r and $15.00 pe r month for each life  sprinkle r connection above  6 inches , with wa te r used
incident to this  se rvice  supplied a t no additiona l charge .

The  Compa ny's  propos e d fire  s prinkle r s e rvice  ra te  will re duce  ope ra ting re ve nue  by
$2,580.00 a nnua lly ($225 pe r month ba s ic cha rge  for a  four-inch me te r le s s  the  Compa ny's
re que s te d fire  s prinkle r s e rvice  ra te  of $10 pe r month for a  s ix-inch, or s ma lle r, conne ction,
multiplie d by twe lve ). The  Compa ny's  2005 ope ra ting re ve nue  (pe r the  2005 Annua l Re port)
would be  reduced by0.85 percent using LQS' proposed ra tes .

Utility Divis ion S ta ff ("S ta ff') is  propos ing tha t the  cha rge  for fire  s prinkle r s e rvice  be
the  gre a te r of $5 pe r month, or one  pe rce nt of the  minimum monthly cha rge  for the  e quiva le nt
mete r s ize , for any s ize  tire  se rvice  connection, which has  been the  Commiss ion's  long s tanding
pra ctice  for fire  s prinkle r ta riffs . S ta ffs  propos e d  fire  s prinkle r s e rvice  ra te  will re duce
opera ting revenue  by $2,640.00 annually ($225 per month basic charge  for a  four-inch meter less
the  S ta ffs  re que s te d fire  s prinkle r s e rvice  ra te  of $5 pe r month for a  fire  s e rvice  conne ction
multiplie d by twe lve ). The  Compa ny's  2005 ope ra ting re ve nue  (pe r the  2005 Annua l Re port)
would be  reduced by 0.87 percent using Staffs  proposed ra tes .

In orde r to compe ns a te  LQS  for the  los s  of re ve nue  from the  fire  s prinkle r ta riff, S ta ff
recommends  tha t the  Monthly Usage  Charge  for each s ize  of me te r be  increased by $0.25. This
increase  will re sult in additiona l revenue  of $2,715.00 annua lly.

In this  case , S ta ff de te rmined tha t the  Company's  fa ir va lue  ra te  base  was $161,341. That
finding re ma ins  a ppropria te  for purpos e s  of e va lua ting the  propos e d ta riff in  th is  ma tte r,
Adopting the  fire  s prinkle r ta riff ra te  a nd a dditiona l Monthly Us a ge  Cha rge  re comme nde d by
Sta ff will have  no e ffect on the  Company's  ra te  of re turn.

4

Other than the  fact tha t the  Commiss ion has  had the  long s tanding practice  of approving
fire  s prinkle r s e rvice  ta riffs  a s  re comme nde d by S ta ff in  this  ca s e , S ta ff doe s  not find the
Company's  September 6, 2007 submitta l unreasonable .
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S TAF F  R E C O MME NDATIO NS

Sta ff recommends  approva l of its  Fire  Sprinkle r Se rvice  Ra te s  a s  pre sented above . The
provis ions  of the  Ta riff S che dule  for Fire  S prinkle r S e rvice  submitte d by the  Compa ny with its
le tte r da te d S e pte mbe r 6, 2007, should be  a pprove d with the  e xce ption of the  "Monthly Bill:",
which should be  $5 pe r month or one  pe rcent of the  minimum monthly cha rge  for the  equiva lent
meter s ize , whichever is  grea ter as  proposed by Staff, above.

S ta ff furthe r recommends  approva l of an increase  in the  Monthly Usage  Charge  for each
s ize  of me te r of$0.25.


