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[N THE MATTER OF THE APPLICATION OF 
WINCHESTER WATER COMPANY, LLC, FOR A 
PERMANENT RATE INCREASE. 
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BEFORE THE ARIZONA CORPORATION C 

DOCKET NO. W-04081A-10-0173 

72004 DECISION NO. 

:OMMISSIONERS Arizona Corporation Commission 

CRISTIN K. MAYES, Chairman DOCKETED 

1 ORDER 

3pen Meeting 
Vovember 22 and 23 , 20 10 
Phoenix, Arizona 

BY THE COMMISSION: 

Having considered the entire record herein and being fully advised in the premises, the 

4rizona Corporation Commission (“Commission~7) finds, concludes, and orders that: 

PROCEDURAL HISTORY 

1. Pursuant to authority granted by the Commission, Winchester Water Company, LLC 

?‘Winchester” or “Company”) is an Arizona limited liability company engaged in the business of 

providing water utility service to 137 customers in an unincorporated area near the City of Willcox, 

Cochise County, Arizona. Winchester’s present rates and charges for water were approved in 

Decision No. 70291 (April 24,2008). 

2. On May 5 ,  2010, Winchester filed with the Commission an application for a 

permanent rate increase (“Application”). 

3. On June 4 2010, the Commission’s Utilities Division Staff (“Staff’) notified the 

Company that its Application was insufficient under Arizona Administrative Code (“A.A.C.7’) R14-2- 

103, and provided the Company with Staffs first set of data requests. 

4. On June 16, 2010, Winchester filed its responses to Staffs data requests and also filed 

its verification that the Company had mailed notice of the Application to its customers on June 8, 

2010. No customer comments were filed in response to the Company’s notice. 
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5. On July 14, 2010, pursuant to A.A.C. R14-2-103, Staff issued a Letter of Sufficiency, 

Zlassifying the Company as a Class E utility. 

6. On September 15, 2010, Staff filed its Staff Report, recommending approval of the 

4pplication using Staffs recommended rates and charges. 

FINDINGS OF FACT 

Rate Application 

7. During the test year ended December 31, 2008, Winchester served 137 residential 

xstomers on 5/8” x 3/4” meters. Average and median water usage by residential customers during 

the test year were 10,454 gallons and 7,800 gallons per month, respectively. 

8. The water rates and charges for Winchester at present, as proposed by Winchester in 

its Application, and as recommended by Staff in its Staff Report, are as follows: 

MONTHLY USAGE CHARGE: 
5/8” x %” Meter 

%” Meter 
1 ” Meter 

1 - 1 /2” Meter 
2” Meter 
3” Meter 
4” Meter 
6” Meter 

Gallons in Minimum 

COMMODITY RATE CHARGE: 

518” x %” Meter 
0 - 3,000 gallons 
3,001 - 10,000 gallons 
Over 10,000 gallons 

314’’ Meter 
0 - 3,000 gallons 
3,001 to 10,000 gallons 
Over 10,000 gallons 

1 ” Meter 
0 -20,000 gallons 
Over i0,00’0 gallons 

1 - 1 /2” Meter 
0 -55,000 gallons 
0ver‘55,060 gallons 

Present 
Rates 

$12.00 
18.00 
30.00 
60.00 
96.00 

192.00 
300.00 
600.00 

0 

$0.80 
1.25 
1.99 

0.80 
1.25 
1.99 

1.25 
1.99 

1.25 
1.99 

2 

Proposed Rates 
Company 

$15.95 
21.95 
30.00 
60.00 
96.00 

192.00 
300.00 
600.00 

0 

$1.95 
2.55 
2.95 

1.95 
2.55 
2.95 

2.55 
2.95 

2.55 
2.95 

Proposed 
Rates 
Staff 

$13.50 
20.25 
33.75 
67.50 

108.00 
2 16.00 
337.50 
675.00 

0 

$1 .oo 
1.90 
3.30 

1 .oo 
1.90 
3.30 

1.90 
3.30 
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0 to 45,000 gallons 
Over 45,000 gallons 

2” Meter 
0 - 100,000 gallons 
Over 100,000 gallons 
0 to 76,000 gallons 
Over 76,000 gallons 

3” Meter 
0 -220,000 gallons 
Over 220,060 gallons 
0 to 155,000 gallons 
Over 155,000 gallons 

4” Meter 
0 -350.000 gallons 
Over 350,Oo’O gallons 
0 to 250,000 gallons 
Over 250,000 gallons 

6” Meter 
0 - 730,000 gallons 
Over 730,006 gallons 
0 to 500,000 gallons 
Over 500,000 gallons 

SERVICE LINE AND 
(Refundable Pursuant to 

518” x 314” Meter 
314” Meter 
1” Meter 
1 - 112” Meter 
2” Meter 
3” Meter 
4” Meter 
6“ Meter 

1.25 
1.99 

1.25 
1.99 

1.25 
1.99 

1.25 
1.99 

DOCKET NO. W-0408 1 A-1 0-01 73 

IETER Ir STALLATION CHARGE . 
L.A.C. R14. !-405) 

Staff 
Current Company’s Recommended 
Charges Proposed Charges Service Line 
$450.00 

500.00 
565.00 
800.00 

1,390.00 
1,990.00 
3,055 .OO 
5,650.00 

SERVICE CHARGES 
Establishment 
Establishment (After Hours) 
Reconnection (Delinquent) 
Meter Test (If Correct) 
Deposit 
Deposit Interest 
Reestablishment (Within 12 Months) 
NSF Check 
Deferred Payment (Per Month) 
Meter Reread (If Correct) 

$450.00 
500.00 
565.00 
800.00 

1,390.00 
1,990100 
3,055.00 
5,650.00 

Present 
Rates 

$25.00 
40.00 
30.00 
25 .OO 
0.00 

0.00% 
0.00 

$25.00 
1 S O %  
20.00 

3 

$360.00 
360.00 
380.00 
415.00 
560.00 
720.00 

1,040.00 
1,590.00 

1.90 
3.30 

2.55 
2.95 

1.90 
3.30 

2.55 
2.95 

1.90 
3.30 

2.55 
2.95 

1.90 
3.30 

2.55 
2.95 

1.90 
3.30 

Staff 
Recommended 

Meter 
$90.00 
140.00 
185.00 
385.00 
830.00 

1,270.00 
2,015.00 
4,060.00 

Proposed Rates 
Company 

$25.00 
40.00 
30.00 
25.00 
0.00 

0.00% 

$30.00 
1 S O %  
20.00 

** 

Staff 
Recommended 
Total Charges 

$450.00 
500.00 
565.00 
800.00 

1,390.00 
1,990.00 
3,055 .OO 
5,650.00 

Proposed Rates 
Staff 

$25.00 
40.00 
30.00 
25.00 * 

* 
**  

$30.00 
1 S O %  
20.00 

DECISION NO. 72004 
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MONTHLY SERVICE CHARGE FOR FIRE SPFUNKERS: 
4” or Smaller $0.00 $0.00 
6” 
8” 
10” 
Larger than 10” 

0.00 0.00 
0.00 0.00 
0.00 0.00 

. 0.00 0.00 

*** 
*** 
***  
*** 
*+% 

* Per Commission rule A.A.C. R-14-2-403(B). ** 
*** Months off system times the monthly minimum per Commission rule A.A.C. R14-2-403(D). 

2.00% of Monthly Minimum for a Comparable Sized Meter Connection, but no less than $10.00 per 
month. The Service Charge for Fire Sprinklers is only applicable for service lines separate and distinct 
fi-om the primary water service line. 

9. Staff determined Winchester’s original cost rate base (“OCRB”) to be $143,845, 

which is the same as its fair value rate base (“FVRB”). This is a $902 increase to Winchester’s 

xoposed OCRB of $142,943, due to Staffs adjustments to land, accumulated depreciation and 

ivorking capital. 

10. Staff made several adjustments to Winchester’s proposed test year operating loss, 

-esulting in a decrease of $4,113, from $(8,190) to $(4,077). The decrease to Winchester’s test year 

iperating loss is due to a number of expense adjustments to repairs and maintenance, water testing 

md depreciation expense. 

1 1. Based on Staffs analysis, Winchester’s present water rates and charges produced 

iperating revenues of $41,367 and adjusted operating expenses of $45,444, which resulted in 

iperating income of $(4,077), for no return on its FVRB during the test year. 

12. The rates and charges proposed by Winchester would produce operating revenues of 

b70,102, and operating expenses of $49,557, resulting in an operating income of $20,545, or a 14.37 

)ercent rate of return on its proposed $142,943 FVRB, and an operating margin of 29.3 1 percent. 

13. The water rates and charges Staff recommended would produce operating revenues of 

;60,342 and adjusted operating expenses of $45,444, resulting in operating income of $14,898, or a 

10.36 percent rate of return on Staffs recommended $143,845 FVRB and an operating margin of 

l4.69 percent. 

14. Winchester’s proposed rate schedules would increase the average monthly residential 

xstomer on a 5/8” x 3/4” meter water bill by $16.94, or 70.4 percent, from $24.05 to $40.99, and 

ncrease the median monthly residential customer water bill by $16.50, or 71.3 percent, from $23.15 

o $39.65. 

4 DECISION NO. 72004 
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15. Staffs proposed rate schedules would increase the average monthly residential 

:ustomer on a 5/8” x 3/4” meter water bill by $7.25, or 30.1 percent, from $24.05 to $31.30, and 

Increase the median monthly residential customer water bill by $2.47, or 10.7 percent, from $23.15 to 

625.62. 

16. The Company did not file any objections to Staffs recommended rates and charges. 

4ccordingly, we find Staffs proposed rates and charges reasonable and we adopt them. 

17. In addition to the above recommendations, Staff also made the following 

recommendations : 

(a) Winchester shall file with Docket Control, as a compliance item in this docket, 
a schedule of its approved rates and charges within 30 days of the effective 
date of this Order. 

(b) Winchester may collect from its customers a proportionate share of any 
privilege, sales or use tax as provided for in A.A.C. R14-2-409(D). 

(c) Winchester shall adopt the depreciation rates by individual National 
Association of Regulatory Utility Commissioners category shown in the 
attached Exhibit ‘A.’ 

According to Staff, Winchester’s current system can adequately serve its present 18. 

customer base and any reasonable growth. 

19. The Arizona Department of Environmental Quality (“ADEQ”) has determined that 

Winchester is in full compliance with ADEQ requirements and is currently delivering water that 

meets water quality standards required by A.A.C., Title 18, Chapter 4. 

20. Winchester is not within an active management area (,‘AMXY), and is not subject to 

the AMA monitoring and reporting requirements. 

21. Staff stated it received an Arizona Department of Water Resources compliance report 

on June 23, 2010, indicating that the Company is currently in compliance with departmental 

requirements governing water providers and/or community water systems. 

22. According to Staff, Winchester is in compliance with Commission filing requirements, 

and is in good standing with the Corporations Division of the Commission. 

23. Staffs review of the Commission’s Consumer Services records showed no 

complaints, one inquiry and no opinions filed against the Company in the past three years. 

5 DECISION NO. 72004 
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24. Winchester has approved Curtailment and a Backflow Prevention Tariffs filed with the 

:ommission. 

25. Staffs recommendations stated in Findings of Fact No. 17 are reasonable and should 

)e adopted. 

26. In Decision No. 70291 (April 27,2008), the Commission directed the Company to file 

mnually, as part of it annual report, affidavits with the Utilities Division attesting that it is current on 

Iayment of its property taxes. We believe it is reasonable to require Winchester to continue to do so. 

CONCLUSIONS OF LAW 

1. Winchester is a public service corporation within the meaning of Article XV of the 

irizona Constitution and A.R.S. $ 5  40-250,40-251,40-301,40-302, and 40-303. 

2. The Commission has jurisdiction over Winchester and the subject matter of the 

ipplication. 

3. Notice of the Application was given in accordance with Arizona law. 

4. The rates and charges authorized herein are just and reasonable and should be 

ipproved without a hearing. 

5. Staffs recommendations as set forth in Findings of Fact No. 17 as well as Finding of 

Tact No. 26 are reasonable and should be adopted. 

ORDER 

IT IS THEREFORE ORDERED that Winchester Water Company, LLC, is hereby directed to 

?le with Docket Control, as a compliance item in this docket, by November 30, 2010, revised rate 

xhedules setting forth the following rates and charges: 

MONTHLY USAGE CHARGE: 

518” x 314” Meter 
3 /4” Meter 
1 ” Meter 

1 - 112” Meter 
2” Meter 
3” Meter 
4” Meter 
6” Meter 

. . .  

$13.50 
20.25 
33.75 
67.50 

108.00 
216.00 
337.50 
675.00 

6 DECISION NO. 72004 
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Service Line Meter Total CharPes 
518” x 314” Meter $360.00 $90.00 $450.00 

314” Meter 360.00 140.00 500.00 
1” Meter 380.00 185.00 565.00 

OMMODITY RATE CHARGE 
’er 1,000 Gallons) 

22 

23 

24 

25 

26 

27 

28 I 

43” x 314” Meter 
- 3,000 gallons 
,001 - 10,000 gallons 
)ver 10,000 gallons 

1-112” Meter 415.00 385.00 800.00 
2” Meter 560.00 830.00 1,390.00 
3” Meter 720.00 1,270.00 1,990.00 

1,040.00 2,015.00 3,055.00 4” Meter 
1,590.00 4,060.00 5,650.00 6” Meter 

SERVICE CHARGE: 
$25.00 Establishment 

Establishment (After Hours) 40.00 
Reconnection (Delinquent) 30.00 
Meter Test (If Correct) 25.00 

Deposit Interest 

* 
Deposit * 

7 

14” Meter 
- 3,000 gallons 
,001 to 10,000 gallons 
he r  ~O,OOO gallons 

” Meter 
I -20,000 gallons 
)ver 20,060 gallons 

- 112” Meter 
1 to 45.000 gallons 
>ver 45,006gallons 

!” Meter 
1 to 76,000 gallons 
h e r  76,000 gallons 

3” Meter 
1 to 155,000 gallons 
3ver 1 55,000 gallons 

4” Meter 
3 to 250.000 gallons 
Over 256,006gallons 

6” Meter 
0 to 500,000 gallons 
Over 500,000 gallons 

$1.00 
1.90 
3.30 

1 .oo 
1.90 
3.30 

1.90 
3.30 

1.90 
3.30 

1.90 
3.30 

1.90 
3.30 

1.90 
3.30 

1.90 
3.30 
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NSF Check 
Deferred Payment (Per Month) 
Meter Reread (If Correct) 

DOCKET NO. W-0408 1 A-1 0-01 73 

** 
$30.00 
1.50% 
20.00 

MONTHLY SERVICE CHARGE FOR FIRE SPRINKERS: 
4” or Smaller *** 
6” 
8” 
10” 
Larger than 10” 

*** 
*** 
*** 
*** 

* Per Commission rule A.A.C. R-14-2-403(B). ** 
*** Months off system times the monthly minimum per Commission rule A.A.C. R14-2-403(D). 

2.00% of Monthly Minimum for a Comparable Sized Meter Connection, but no less than $10.00 per 
month. The Service Charge for Fire Sprinklers is only applicable for service lines separate and distinct 
from the primary water service line. 

IT IS FURTHER ORDERED that the above rates and charges shall be effective for all service 

provided on and after December 1,2010. 

IT IS FURTHER ORDERED that Winchester Water Company, LLC, shall notify its 

customers of the rates and charges authorized herein and their effective date, in a form acceptable to 

the Commission’s Utilities Division Staff, by means of an insert in its next regularly scheduled 

billing. 

IT IS FURTHER ORDERED that in addition to collection of its regular rates and charges, 

Winchester Water Company, LLC, shall collect from its customers a proportionate share of any 

privilege, sales or use tax per A.A.C. R14-2-409(D). 

IT IS FURTHER ORDERED that Winchester Water Company, LLC, shall use the 

depreciation rates by individual National Association of Regulatory Utility Commissioners category 

shown in the attached Exhibit ‘A.’ 

. . .  

. . .  

. . .  

. . .  

. . .  
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IT IS FURTHER ORDERED that Winchester Water Company, LLC, shall continue to file 

mually, as part of its annual report, an affidavit with the Commission’s Utilities Division attesting 

hat it is current in paying its property taxes in Arizona. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

IN WITNESS WHEREOF, I, ERNEST G. JOHNS& 
Executive Director of the Arizona Corporation Commission, 
have hereunto set my hand and caused the official seal of the 
Commission to be affixed at the Capitol, in the City of Phoenix, 
this /d @ day of /-&2010. 

w G Y t 3 F I F J m  
EXECUTIVE DIRECTOR 

IISSENT 
--., 

3ISSENT 
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ERVICE LIST FOR: WINCHESTER WATER COMPANY, LLC 

IOCKET NO.: W-0408 1A-10-0173 

'hi1 Auernheimer 
YINCHESTER WATER COMPANY, LLC 
925 North Oracle Road, No. A202 
'ucson, AZ 85704 

anice Alward, Chief Counsel 
,egal Division 
iRIZONA C O W  ORATION COMMISSION 
200 W. Washington Street 
'hoenix, AZ 85007 

iteven M. Olea, Director 
Jtilities Division 
JRIZONA CORPORATION COMMISSION 
200 W. Washington Street 
'hoenix, AZ 85007 
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Winchester Water Company 

EXHIBIT “A” 

Table E. Depmiation Rates 

DOCKET NO. W-04081A-10-0173 

1. These deprcciation rates rcpresenl averagc expecred rates. Vl‘atcr cornpales may expcrience different rates 
due Po variations in construction, environment, or the physical and chemical characteristics ofthe warcr. 

2. Acct. 348, Other Tangible Plant may vary from 514 to 50% Thc depreciation rate would bc set in 
accordance w t h  thc specific capital iterlis jn this account. 
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