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MEMORANDUM So

TO: Docke t Control

FROM : Ernest G. Johnson
Dire ctor
Utilitie s  Divis ion

@I

DATE : February 7, 2008

S TAFF REP ORT FOR KINGS  RANCH UNIT II TREATMENT P LANT
AP P LICATION FOR AP P ROVAL TO S ELL AS S ETS  AND CANCEL ITS
CERTIFICATE OF CONVENIENCE AND NECESSITY AND APPLICATION
TO ES TABLIS H KINGS  RANCH UNIT II DOMES TIC WAS TEWATER
IMPROVEMENT DISTRICT (DOCKET NOS. SW-02573A-07-0650,
SW-20492A-06-0766)

Atta che d is  the  S ta ff Re port for Kings  Ra nch Unit II Tre a tme nt P la nt a pplica tion for
approva l to se ll a sse ts  and cance l its  ce rtifica te  of convenience  and necess ity and applica tion to
e s ta blish Kings  Ra nch Unit II Dome s tic Wa s te wa te r Improve me nt Dis trict. S ta ff re comme nds
approva l of the  applica tion to se ll a sse ts  and cance l its  ce rtifica te  of convenience  and necess ity,
subj e t to conditions .

EGJ:RGG:tdp

Originator: Robert Gray
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Service  Lis t for: Kings  Ranch Unit II Trea tment P lant
Docke t Nos . SW-02573A-07-0650, SW-20492A-06-0766

Mr. P hilip  Albins
Kings  Ranch Unit II Trea tment P lant
Pos t Office  Box 109
Bla ck Ca nyon City, Arizona  85324

Ms . Virginia  Gra y
Kings  Ra nch Unit II Wa s te wa te r Improve me nt Dis trict
Pos t Office  Box 1555
Bla ck Ca nyon City, Arizona  85324

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. Ernest G. Johnson
Dire ctor, Utilitie s  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



S TAFF REP ORT
UTILITIE S  DIVIS IO N

AR IZO NA C O R P O R ATIO N C O MMIS S IO N

KINGS RANCH UNIT II TREATMENT PLANT

DOCKET nos. SW-02573A-07-0650 AND
SW-20492A-06-0766

FEBRUARY 7, 2008



STAFF ACKNOWLEDGMENT

The Staff Report for Kings Ranch Unit II Treatment Plant, Docket Nos. SW-02573A-07-
0650 and SW-02492A-06-0766, was the responsibility of the Staff member listed below. Robert
Gray was responsible for the review and analyses of the Company's application. Marlin Scott,
Jr .  was responsible for  the engineer ing and technica l ana lysis . Alfonso Amezcua  was
responsible for reviewing customer complaints filed with the Commission.
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EXECUTIVE SUMMARY
KINGS RANCH UNIT II TREATMENT PLANT

DOCKET nos. SW-02573A-07-0650, SW-20492A-06-0766

On November 16, 2007, Kings Ranch Unit II Treatment Plant ("Kings Ranch") filed an
application with the Arizona Corporation Commission ("ACC" or "Commission") for approval
of  t he s a les  of  i t s  a s s et s  t o  K ings  R a nch Uni t  I I  Wa s t ewa t er  Imp r ovement  D is t r ic t
("Improvement District") and for the cancellation of its Certificate of Convenience and Necessity
("CC&N") to provide sewage treatment service. On December 14, 2007, Staff notified Kings
Ranch that its tiling had met sufficiency requirements.

On December 8, 2006, a separate docket was opened in the matter of the establishment of
the Kings Ranch II Domestic Water Improvement District. On December 21, 2007, Staff filed a
motion to consolidate the two dockets. On January 3, 2008, the Administrative Law Judge
issued a procedural order, approving consolidation of the two dockets.

In Kings Ranch's most  recent  ra te case (Decision No.  68655,  April 12,  2006),  the
Commission ordered Staff to meet with representatives of Kings Ranch to explore whether
creation of an improvement district was a. viable alternative to current ownership. The Order in
the rate case placed additional requirements on Kings Ranch if an improvement district was not
formed.

K ings  R a nch i s  cu r r ent ly  ou t  of  comp l ia nce wi t h  t he Ar izona  D ep a mnent  of
Environmental Quality ("ADEQ") and is working with ADEQ to come into compliance.

Staff believes it is in the public interest for the assets of Kings Ranch Unit II Treatment
Plant to be transferred to the Kings Ranch Unit  II Wastewater  Improvement Distr ict ,  and
recommends approval of the transfer and cancellation of the CC&N of Kings Ranch Unit II
Treatment Plant, subj et to certain conditions.
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Background

Kings  Ranch is  a  Sole  P roprie torship, engaged in providing was tewa te r utility se rvice  to
the  public  in  a  portion  of Ya va pa i County, Arizona , purs ua nt to  a u thority gra nte d  by the
Commis s ion in De cis ion No. 57447 (J uly 10, 1991). Kings  Ra nch is  a  S ole  P roprie tors hip
owne d by Mr. P hilip Albins  a nd its  s e rvice  a re a  is  loca te d e a s t of Bla ck Ca nyon City, Arizona .
On Nove mbe r 16, 2007, Kings  Ra nch file d a n a pplica tion with the  Commiss ion for a pprova l of
the  s a le s  of its  a s s e ts  to  Improve me nt Dis trict a nd for the  ca nce lla tion of its  Ce rtifica te  of
Conve nie nce  a nd Ne ce ss ity ("CC&N") to provide  se wa ge  tre a tme nt se rvice . On De ce mbe r 14,
2007, S ta ff notified Kings  Ranch tha t its  filing had me t sufficiency requirements .

On December 8, 2006, a  separa te  docket was opened in the  matter of the  establishment of
the  Kings  Ra nch II Dome s tic Wa te r Improve me nt Dis trict. On De ce mbe r 21, 2007, S ta ff file d a
motion to cons olida te  the  two docke ts . On J a nua ry 3, 2008, the  Adminis tra tive  La w J udge
issued a  procedura l order, approving consolida tion of the  two docke ts .

In  Kings  Ra nch 's  mos t re ce nt ra te  ca s e  (De cis ion No. 68655, April 12 , 2006), the
Commis s ion  orde re d  tha t S ta ff "s ha ll conta ct re pre s e nta tive s  of the  Kings  Ra nch Unit II
Trea tment P lant and its  cus tomers , within 60 days  of this  Decis ion, to de te rmine  if crea tion of a
wa s te wa te r improve me nt dis trict re pre se nts  a  via ble  option to curre nt owne rship." The  Orde r
furthe r s ta te d tha t "a bse nt cre a tion of a  wa s te wa te r improve me nt dis trict, Kings  Ra nch Unit II
Tre a tme nt P la nt s ha ll, prior to its  ne xt ra te  ca s e  filing, ta ke  e ve ry pos s ible  a ction to bring its
cos ts  unde r control, while  ma inta ining s a fe  a nd re lia ble  s e rvice . In  Kin g s  R a n c h  Un it II
Tre a tme nt P la nt's  ne xt ra te  ca se  filing, S ta ff sha ll ca re fully scrutinize  a ll of Kings  Ra nch Unit II
Treatment Plant's  opera tions and provide  recommendations as to how ra tes can be  brought under
control." In its  Findings  of Fa ct, the  Orde r e xpre s s e d de e p conce rn ove r on-going fina ncia l
difficulties  and revenue  losses  experienced by the  Company for many years .

On November 6, 2007, the  Yavapa i County Boa rd of Supe rvisors  voted unanimous ly to
a pprove  e s ta blis hme nt of the  Kings  Ra nch Unit II Wa s te wa te r Improve me nt Dis trict. Give n
Kings  Ra nch Unit II Wa s te wa te r Improve me nt Dis trict's  s ta tus  a s  a n improve me nt dis trict, the
g ra n tin g  o f a  CC&N, a s  co n te mp la te d  in itia lly in  Do cke t No .  S W-2 0 4 9 2 A-0 6 -0 7 6 6  is
unnecessa ry. Attached is  a  map showing the  se rvice  te rritory of Kings  Ranch.

Opera tions

The  Kings  Ra nch fa cility is  curre ntly ma na ge d by a  ce rtifie d ope ra tor. The Ya va pa i
County Boa rd of S upe rvis ors ' Nove mbe r 6, 2006 orde r of e s ta blis hme nt a ppointe d a n initia l
Boa rd of Dire ctors  for the  Improve me nt Dis trict, Ele ctions  for the  Boa rd of Dire ctors  a re  he ld
every two years on the  genera l e lection date .



Kings  Ra nch Unit II Tre a tme nt P la nt
Docke t Nos . SW-02573A-07-0650, e t a l.
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Compliance

Kin g s  R a n c h  is  c u rre n tly o u t o f c o m p lia n c e  with  th e  Ariz o n a  De p a rtm e n t o f
Environme nta l Qua lity ("ADEQ") a ccording to a  J a nua ry 18, 2008 le tte r from ADEQ. By le tte r
da te d Fe brua ry 04, 2008 the  Improve me nt Dis trict ha s  indica te d tha t the  ce rtifie d ope ra tor
curre ntly ope ra ting the  sys te m is  working with a  re pre se nta tive  from ADEQ's  Ya va pa i County
office  to a ddre ss  the  a re a s  of noncomplia nce . S ta ffs  Engine e ring Re port a nd a  copy of the
January 17, 2008 ADEQ compliance  sta tus le tter are  a ttached.

The  Utilitie s  Divis ion Complia nce  S e ction indica te d the re  a re  no de linque nt Arizona
Corpora tion Commis s ion ("ACC" or "Commis s ion") complia nce  ite ms  outs ta nding for the
Compa ny. The  Utilitie s  Divis ion Consume r S e rvice s  S e ction indica te d tha t from Ja nua ry 2004
to November 2007 the re  were  no compla ints  filed. Attached is  a  copy of the  Consumer Se rvices
Section report.

Notic e

On De ce mbe r 13, 2007, Kings  Ra nch file d a n Affida vit of P ublica tion indica ting tha t a
notice  re ga rding this  a pplica tion wa s  publis he d in the  loca l ne ws pa pe r, The  Big Bug Ne ws .
Pursuant to the  December 19, 2007 Procedura l Order, notice  of this  proceeding was  provided by
the Company to each customer.

Recommendations

S ta ff be lie ve s  it is  in the  public inte re s t for the  a s se ts  of Kings  Ra nch Unit II Tre a tme nt
P la nt to  be  tra ns fe rre d to  the  Kings  Ra nch Unit II Wa s te wa te r Improve me nt Dis trict, a nd
re comme nds  a pprova l of the  tra ns fe r a nd ca nce lla tion of the  Ce rtifica te  of Conve nie nce  a nd
Necess ity of Kings  Ranch Unit II Trea tment P lant, subject to the  following condition.

Given the  outs tanding compliance  issues  with ADEQ a t the  time  of the  filing of this S ta ff
Report, S ta ff recommends tha t approva l of the  transfe r be  conditioned on Kings  Ranch resolving
a ll complia nce  ma tte rs  with ADEQ. To fulfill this  condition, the  a pplica nt s hould work with
ADEQ to corre ct its  de ficie ncie s  a nd docke t a n ADEQ le tte r s ta ting tha t the  Compa ny is  in
complia nce  with ADEQ.



Attachment A

MEMORANDUM

DATE : February 1, 2008

TO: Bob Gra y
Exe cutive  Consulta nt III
Utilitie s  Divis ion

FROM : Marlin Scott, Jr. /Mp
Utilities Engineer
Utilities Division

RE: Kings Ranch Unit II Treatment Plant
Docket No. SW-02573A-07-0650 (Sale/Transfer)

Introduction

Kings Ranch Unit II Treatment Plant ("Company") has submitted an application for
approval to transfer its assets to the Kings Ranch Unit II Wastewater Improvement
District ("District") and to cancel its Certificate of Convenience and Necessity to provide
wastewater treatment service. The Company operates a wastewater system east of Black
Canyon in Yavapai County.

Existing Wastewater System

The existing wastewater treatment plant consists of a Santec extended aeration plant of a
nominal 9,000 gallons per day capacity. The secondary effluent is disinfected and then
De-chlorinated. The effluent discharges to the Agua Fria River. The collection system
consists of approximately 5,000 feet of main, one lift station, 29 manholes, and 5
cleanouts that serve approximately 31 customers in the Kings Ranch II Subdivision.

According to the Company, the system's operation was taken over by the District in June
2007 with a new operator.

Arizona Department of Environmental Quality ("'ADEQ") Compliance

ADEQ regulates the Company's wastewater system under Inventory #100354 and Permit
#36400. This system is currently not in compliance with ADEQ requirements.
According to an ADEQ Compliance Status Report, dated January 17, 2008, the Company
has not been complying with its Arizona Pollutant Discharge Elimination System Permit
reporting and monitoring requirements, in which 29 deficiency items were reported.
According to the system's new operator, this operator is currently working with ADEQ to
resolve these deficiencies. it is the operator's belief that these deficiencies are "paper"



Bob Gray
February 1, 2008
Page 2

related and could quickly be resolved. Once these deficiencies are corrected. StafT will
request an updated Compliance Status Report tram ADEQ and will docket this updated
report when received.

Arizona Corporation Commission ("ACC") Compliance

A check with the Utilities Division Compliance Section showed no delinquent ACC
compliance items for the Company.



Attachment B

ARIZONA DEPARTMENT
OF

ENVIRONMENTAL QUALITY

Janet Napolitano
Governor

H 10 West Washington Street - Phoenix, Arizona 85007
(602) 771 -2300 - .adeq.state.az.us Stephen A. Owens

Director

January 17, 2008

Arizona  Corpora tion Commiss ion
Mr. Ma rlin Scott, Utilitie s  Engine e r
1200 W. Washington
Phoenix, Arizona  85007

RE: Compliance  Sta tus  for Kings  Ranch- Unit -II WWTP, Inventory number 100354.
pe rmit numbe r: 36400.

Dea r Mr. Scott,
Your reques t for eva lua tion of compliance  s ta tus  for the  above  facility is  comple ted. Our
records  indica te  tha t Kings  Ranch- Unit II WWTP has  Arizona  Pollutant Discharge
Elimina tion Sys tem (AZPDES) Pe rmit number 36400 is sued on 4/17/2006.

The  AZPDES Permit reporting requirements  and monitoring results  which have  been
submitted indica te  the  facility is  n o t  in  c o m p lia n c e ba se d on the  curre nt informa tion
tha t is  ava ilable  to ADEQ. No enforcement actions  a re  pending a t this  time . The
following informa tion de ta ils  the  reason for non-compliance :

1. Concentra tion ave rage  exceedance  for tota l re s idua l chlorine  (MAX), on 6/2006.
2. Load max and ave rage  exceedances  for nitra te -nitrite  on 6/2006.
3. Concentra tion minimum exceedances  for 5-day BOD and suspended solids

(% remova l).
4. Load max and ave rage  exceedances  for nitra te -nitrite  on 8/2006.
5, Load average  exceedances  for suspended solids  on 8/2006.
6. Load max and ave rage  exceedances  for nitra te -nitrite  on 9/2006.
7, Load average  exceedances  for suspended solids  on 9/2006.
8. Load max and ave rage  exceedances  for nitra te -nitrite  on 10/2006.
9, Load max and average  exeeedances  for nitra te -nitrite  on 11/2006.
lo. Load average exceedances for suspended solids on 11/2006.
11. Load max and average  exceedances  for nitra te -nitrite  on 12/2006.
12. Load max and average  exceedances  for nitra te -nitrite  on 1/2007.
13. Load max and average  exceedances  for nitra te -nitrite  on 2/2007.
14, Load max and average  exceedances  for nitra te -nitrite  on 3/2007.
15. Concentra tion average  exceedance  for tota l res idua l chlorine  (MAX) on 3/2007.
16. Load max and average  exceedances  for nitra te -nitrite  on 4/2007.

Northern Regional Office
151 5 East Cedar Avenue - Suite F » Flagstaff, AZ

86004

Southern Regional Office
400 West Congress Street » Suite 433 » Tucson, AZ

85701

Printed on recycled paper



Page 2 of 2

17. Miss ing re sult for load maximum exceedance  for re s idua l chlorine  max, 6/2007.
18. Load max and average  exceedances  for nitra te -nitrite  on 6/2007.
19, Load max and average  exceedances  for nitra te -nitrite  on 5/2007.
20.Miss ing re sult for load maximum exceedance  for re s idua l chlorine  max, 6/2007.
21. Load max and average  exceedances  for nitra te -nitrite  on 6/2007.
22. Load max and average  exceedances  for nitra te -nitrite  on 8/2007.
23. Load max and average  exceedances  for nitra te -nitrite  on 8/2007.
24. Concentra tion average  exceedance  for tota l res idual chlorine (MAX) on 9/2007.
25. Load max and average  exceedances  for nitra te -nitrite  on 9/2007.
26.No report has  been rece ived for semi- annual , twice  yearly for the  second ha lf of

ye a r 2oo6.
27. Load max and average  exceedances  for nitra te -nitrite  on 11/2007.
28.Concentra tion average  exceedance  for tota l res idua l chlorine  (MAX) on 12/2007.
29. Load max and average  exceedances  for nitra te -nitrite  on 12/2007.

It should be  unders tood tha t the  compliance  s ta tus  of a  facility may change  from time  to
time  based upon monitoring results  or a  facility inspection. There fore  this  is  based on
the  mos t curre nt informa tion a va ila ble .

Sincere ly,

Fre d Va kili, EHS- II
Wate r Qua lity Da ta  Unit
Water Quality Compliance  Section
FAV@AZDEQ.GOV

2
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Attachment D

MEMORANDUM

To: Robe rt Gra y
Exe cutive  Consulta nt III
Utilitie s  Divis ion

From : Alfonso Amezcua A
Public Utilities Consumer Analyst II
Utilities  Divis ion

Date: December 3, 2007

KING S  R ANC H UNIT II TR E ATME NT P LANT
DO C KE T n o . SW-02573A-07-0650

Kings  Ranch Unit II Trea tment P lant filed an applica tion to se ll its  a sse ts  to
another provider and cance l the  Certifica te  of Convenience  and Necessity to provide
sewage treatment service.

The  Corpora tions  Divis ion reports  on December 3, 2007 no lis ting for Kings  Ranch
Unit II Tre a tme nt P la nt.

A search of Consumer Services  da tabase  revea ls  the  following his tory of
customer compla ints .

From January 2004 through November 30, 2007 there  were  no compla ints  filed.

If I could be  of further ass is tance  please  ca ll me  a t (602) 542-0842.

cc: File

RE:


