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DATE:

DOCKET NO:

TO ALL PARTIES:

Enclose d ple a se  find the  re comme nda tion of Adminis tra tive  La w Judge  Dwight D.
Nodes . The  recommenda tion has  been filed in the  form of an Opinion and Order on:

. P urs ua nt to A.A.C. R14-3-110(B), you ma y file  e xce ptions  to the  re comme nda tion of
the  Adminis tra tive  La w J udge  by filing a n origina l a nd te n (10) copie s  of the  e xce ptions  with
the  Commis s ion's  Docke t Control a t the  a ddre s s  lis te d be low by 4 : 00 p.m. on or be fore :

COMMISSIONERS
MIKE GLEASON - Chairman

WILUAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES

GARY PIERCE

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive ly
been scheduled for the  Commission's  Working Session and Open Meeting to be  he ld on:

For more information, you may contact Docket Control at (602) 542-3477 or the
Hearing Division at (602) 542-4250. For information about the Open Meeting, contact the
Executive Secretary's Office at (602) 542-3931.
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BEFORE THE ARIZONA CORPORATION COMMISSION

MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE

DOCKET no. SW-02573A-07-0650

1

2 COMMIS S IONERS

3

4

5

6

7

8

IN THE MATTER OF THE APPLICATION OF
KINGS RANCH UNIT II TREATMENT PLANT
FOR APPROVAL TO SELL ITS ASSETS AND TO
CANCEL ITS CERTIFICATE OF CONVENIENCE
AND NECCESSITY.

I

DOCKET no. SW-20492A-06-0766

DECISION no.

OPINION AND ORDER

March 13, 2008

P hoe nix, Arizona

Dwight D. Node s

P hilip a nd Je a ne  Albins , on be ha lf of Kings  Ra nch Unit
II Tre a tme nt P la nt;

Virginia Gray,  on behalf of Kings Ranch Unit  II
Domestic Wastewater Improvement District,

Robin Mitchell, Staff Attorney, Legal Division, on
behalf o f t he  Ut ilit ies  Divis io n o f t he  Ar izo na
Corporation Commission.

BY THE  C O MMIS S IO N:

9 IN THE MATTER OF THE ESTABLISHMENT OF
10 THE KINGS RANCH UNIT II DOMESTIC
11 WASTEWATER IMPROVEMENT DISTRICT.

12 DATE OP HEARING:

13 PLACE OF HEARING:

14 ADMINISTRATIVE LAW JUDGE:

15 APPEARANCES:

16

17

18

19

20

21 On De ce mbe r 8, 2006, Docke t No. SW-20492A-06-0766 ("Improve me nt Dis trict Ca se ") wa s

22 ope ne d by the  Arizona  Corpora tion Commis s ion ("Commis s ion") In the  Ma tte r of the  Establishment

23 of the  Kings  Ranch Unit II Domestic Wastewa te r Improvement Dis trict.

24 On De ce mbe r 13 , 2006 , the  Ya va pa i Coun ty Boa rd  o f S upe rvis o rs  file d  a n  Orde r o f

25 Es ta blis hme nt for the  Kings  Ra nch Unit II Dome s tic Wa s te wa te r Improve me nt Dis trict ("Dis trict"),

26 loca te d ne a r Bla ck Ca nyon City, in Ya va pa i County, Arizona .

27 On Nove mbe r 6, 2007, Kings  Ra nch Unit II Tre a tme nt P la nt ("Kings  Ra nch" "Compa ny")

28 file d with the  Commis s ion in Docke t No. S W-02573A-07-0650 ("As s e t S a le  Ca s e ") a n a pplica tion

o r

S:\DNodes\Orders \0606500&O.doc 1



DOCKET no. S W-02573A-07-0650 ET AL.

1 for approva l to se ll its  a sse ts  to die  Dis trict and to cance l its  Certifica te  of Convenience  and Necess ity

2 ("CC&N") to provide  wa s te wa te r tre a tme nt se rvice .

3 On December 13, 2007, Kings  Ranch filed an Affidavit of Publica tion in the  Asse t Sa le  Case .

4 On De ce mbe r 14, 2007, the  Commis s ion 's  Utilitie s  Divis ion ("S ta ff") file d a  S ufficie ncy

5 Le tte r in the  As s e t S a le  Ca s e  indica ting tha t the  a pplica tion me t the  s ufficie ncy re quire me nts  a s

6 outline d in the  Arizona  Adminis tra tive  Code  ("A.A.C.").

7 1 On December 19, 2007, a  P rocedura l Orde r was  is sued scheduling a  hea ring for Februa ry 4,

g 2008, in the  Asse t S a le  Ca se , orde ring Kings  Ra nch to ma il notice  to prope rty owne rs  a nd publish

9 notice  of the  hea ring, and e s tablishing othe r procedura l filing da te s .

10 On De ce mbe r 21, 2007, S ta ff file d a  Motion to  Exte nd Time  to  file  its  S ta ff Re port until

11 Fe brua ry 7, 2008, to cha nge  die  due  da te s  for inte rve ntion a nd othe r proce dura l de a dline s , a nd to

12 re sche dule  the  he a ring for Ma rch 13, 2008. S ta ffs  Motion indica te d tha t Kings  Ra nch wa s  a gre e a ble

13 to the  reques ted extens ion.

14 On December 21, 2007, S ta ff a lso tiled a  Motion to Consolida te  the  above-captioned docke ts ,

15 purs ua nt to A.A.C. R14-3-l09(H).

16 By Procedura l Order issued January 3, 2008, the  above-captioned docke ts  were  consolida ted,

17 the  he a ring in the  cons olida te d ca s e s  wa s  re s che dule d for Ma rch 13, 2008, a nd othe r proce dura l

1 g de a dline s  we re  e s ta blishe d. In a ddition, Kings  Ra nch wa s  dire cte d to a me nd the  Notice  se t forth in

19 the  December 19, 2007, Procedura l Order to re flect the  revised hea ring da te  and procedura l schedule ,

20 and to ma il and publish the  Notice  in accordance  with the  prior P rocedura l Orde r's  directive s .

21 On Ja nua ry 28, 2008, S ta ff file d a  le tte r s e nt to Mr. Albins  re que s ting re sponse s  to s e ve ra l

22 que s tions  re la te d to non-complia nce  with Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ")

23 re quire me nts . A le tte r da te d J a nua ry 17, 2008, from ADEQ to S ta ff, indica te d tha t the re  we re  29

24 ite ms  re la te d to Kings  Ra nch tha t we re  not in complia nce  with ADEQ re gula tions .

25 On J a nua ry 29, 2008, the  Commis s ion's  He a ring Divis ion re ce ive d from the  principa ls  of

Kings  Ra nch (Philip a nd Je a ne  Alba ns ) the  re vise d Notice  orde re d by the  De ce mbe r 19, 2007, a nd

26 J a nua ry 3, 2008, P roce dura l Orde rs . Howe ve r, the  Notice  did not conta in a n a ffida vit indica ting

21 whe da e r Kings  Ra nch ha d complie d with the  ma iling a nd publica tion re quire me nts  conta ine d in the

DE CIS IO N n o .
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as scheduled,

* * * * * *

FINDING S  O F  FACT

1 .

2.

1 prior P rocedura l Orde rs .

2 By P roce dura l Orde r is sue d Ja nua ry 29, 2008, Kings  Ra nch wa s  dire cte d to comply with the

3 ma iling a nd publica tion re quire me nts  by no la te r tha n Fe brua ry 7, 2008 (if it ha d not a lre a dy done

4 so), and to file  ce rtifica tion of ma iling and publica tion by Februa ry 29, 2008.

5 On Fe brua ry 7, 2008, S ta ff file d its  S ta ff Re port re comme nding a pprova l of die  a pplica tions

5 subje ct to re solving a ll ADEQ complia nce  is sue s .

7 O n  Fe b ru a ry 2 6 ,  2 0 0 8 ,  th e  re q u is ite  c e rtific a tio n  o f p u b lic a tio n  wa s  file d  with  th e

8 Commiss ion.

9 A h e a rin g  wa s  h e ld , o n  Ma rc h  1 3 ,  2 0 0 8 ,  b e fo re  a  d u ly a u th o riz e d

10 Adminis tra tive  La w J udge . J e a ne  Albins  te s tifie d on be ha lf of Kings  Ra nch a nd Virginia  Gra y

11 te s tifie d on be ha lf of the  Dis trict. The  ope ra tor of the  tre a tme nt pla nt a lso provide d te s timony. S ta ff

12 appea red through counse l, and provided te s timony by Robe rt Gray and Marlin Scott, J r. No members

13 of die  public appeared a t the  hearing.

1 4 * * * =l=

15 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

16 Commiss ion finds , concludes , and orde rs  tha t:

1 7

18 Kings  Ra nch is  a  sole  proprie torship, owne d by P hilip a nd Je a ne  Albins , e nga ge d in

19 the  provis ion of wa s te wa te r utility s e rvice  to a pproxima te ly 32 cus tome rs  in Ya va pa i County, in a n

20 a re a  e a s t of Bla ck Ca nyon City, Arizona . The  Compa ny's  CC&N wa s  gra nte d by De cis ion No.

21 57447 (July 10, 1991).

22 The  Kings  Ra nch Unit II wa s te wa te r tre a tme nt sys te m cons is ts  of a  Sa nte c e xte nde d

23 ae ra tion plant with a  nomina l capacity of 9,000 ga llons  pe r day. Seconda ry e ffluent from the  plant is

24 dis infe cte d, De -chlorina te d, a nd the n dis cha rge d into the  Agua  Fria  Rive r. The  colle ction sys te m is

25 comprise d of a pproxima te ly 5,000 fe e t of ma ins , a  s ingle  lift s ta tion, 29 ma nhole s , a nd 5 cle a nouts

26 (Ex. S -1, Enginee ring Report)

27 In Kings  Ra nch's  mos t re ce nt ra te  ca se  (De cis ion No. 68655, is sue d April 12, 2006),

2g the  Commiss ion directed S ta ff to "contact repre senta tive s  of the  Kings  Ranch Unit II Trea tment P lant

3.

3 DECIS ION NO.



DOCKET NO. S W-02573A-07-0650 ET AL.

10.

1 a nd its  cus tome rs , within 60 da ys  of this  De cis ion, to de te rmine  if cre a tion of a  wa s te wa te r

2 improvement district represents a  viable  option to current ownership." The Decision further sta ted

3 tha t "absent crea tion of a  wastewater improvement dis trict, Kings  Ranch Unit II Trea tment Plant

4 shall, prior to its next rate case filing, take every possible action to bring its costs under control, while

5 maintaining safe and reliable service." These directives were based on the Commission's  concern

6 with the Company's ongoing financial difficulties and revenue losses (Ex. S-1, at 1).

7 4. On November 6, 2006, the Yavapai County Board of Supervisors voted unanimously

8 to approve  formation of the  Kings  Ranch Unit II Domestic Wastewater Improvement Dis trict. On

9 December 13, 2006, the Yavapai County Board of Supervisors filed an Order of Establishment for

10 the  Dis trict.

l l 5. On December 8, 2006, the Improvement District Case was opened by the Commission

12 In the  Matter of the  Establishment of the  Kings Ranch Unit II Domestic Wastewater Improvement

13  Dis tric t (Docket No. SW-20492A-06-0766).

14 6. On November 6, 2007, Kings Ranch tiled in the Asset Sale Case an application for

15 approval to se ll its  assets  to the  District and to cancel its  CC&N to provide  wastewater trea tment

16 service (Docket No. SW-02573A-07-0650).

17 7. On December 13, 2007, Kings Ranch tiled an Affidavit of Publication in the  Asset

18 Sale  Case.

19 8. On December 14, 2007, S ta ff filed a  Sufficiency Le tte r in the  Asse t Sa le  Case

20 indica ting tha t the  a pplica tion me t the  s ufficie ncy re quire me nts  a s  outline d in the  Arizona

21 Adminis tra tive  Code .

22 9. On December 19, 2007, a Procedural Order was issued scheduling a hearing in the

23 Asset Sale Case, ordering Kings Ranch to mail notice to property owners and publish notice of the

24 hearing, and establishing other procedural filing dates.

25 On December 21, 2007, Sta ff tiled a  Motion to Consolida te  the  above-captioned

26 dockets , pursuant to A.A.C. R14-3-l09(H).

27 By Procedura l Order issued January 3, 2008, the  above-captioned dockets  were

28 consolidated, the hearing in the consolidated cases was rescheduled for March 13, 2008, and other

11.

4 DECISION NO.
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14.

15.

16.

17.

18.

1 proce dura l de a dline s  we re  e s ta blishe d. In a ddition, Kings  Ra nch wa s  dire cte d to a me nd the  Notice

2 s e t forth  in  the  De ce mbe r 19, 2007, P roce dura l Orde r to  re fle ct the  re vis e d he a ring da te  a nd

3 proce dura l s che dule , a nd to ma il a nd publis h the  Notice  in a ccorda nce  with the  prior P roce dura l

4  Orde r's  d ire ctive s .

5 12. On Ja nua ry 28, 2008, S ta ff file d a  le tte r s e nt to Mr. Alba ns  re que s ting re sponse s  to

6 s e ve ra l que s tions  re la te d to non-complia nce  with ADEQ re quire me nts . A le tte r da te d J a nua ry 17,

7 I 2008, from ADEQ to S ta ff, indica ted tha t the re  were  29 items re la ted to Kings  Ranch tha t were  not in

8 complia nce  with ADEQ re gula tions .

9 13. By P roce dura l Orde r is sue d Ja nua ry 29, 2008, Kings  Ra nch wa s  dire cte d to comply

10 with the  ma iling a nd publica tion re quire me nts  by no la te r tha n Fe brua ry 7, 2008 (if it ha d not a lre a dy

11 done  so), and to file  ce rtifica tion of ma iling and publica tion by Februa ry 29, 2008.

12 On Fe brua ry 7 , 2008, S ta ff file d  its  S ta ff Re port re comme nding a pprova l of the

13 applica tions  subject to re solving a ll ADEQ compliance  issues .

14 On Fe brua ry 26, 2008, the  re quis ite  ce rtifica tion of publica tion wa s  file d with the

15 Commiss ion.

16 At the  hea ring conducted on March 13, 2008, Ms. Albins  and Ms. Gray s ta ted tha t the

17 transaction to trans fe r ownership of the  trea tment plant occurred in the  summer of 2007, and tha t the

18 Dis trict a s sume d ope ra tiona l control of the  wa s te wa te r sys te m on July l, 2007. The  Dis trict re ta ine d

19 the  prior ope ra tor of the  sys tem, Da le  Hernandez, who a lso te s tified a t the  hea ring.

20 In re sponse  to conce rns  ra ised by S ta ff rega rding ADEQ compliance , Mr. He rnandez

21 e xpla ine d tha t he  me t a t the  tre a tme nt fa cility with ADEQ ins pe ctor J a me s  J one s  on Fe brua ry 8,

22 2008, and reconciled the  non-compliance  issues . Mr. Hernandez s ta ted tha t the  viola tions  cited in the

23 le tte r to S ta ff we re  re la te d to s imple  ma the ma tica l e rrors  involving mispla ce me nt of de cima l points .

24 He  te s tifie d tha t the  re ports  s ubmitte d to ADEQ ha d be e n ca lcula te d us ing "milligra ms  pe r unit"

25 ra the r tha n "microgra ms  pe r unit," which ca use d ADEQ to find the  pla nt to be  out of complia nce .

26 On Fe brua ry 14, 2008, ADEQ is s ue d a  re port s ta ting tha t the  s ys te m ha d no ma jor

27 de ficie ncie s , a nd tha t the  only minor de ficie ncie s  we re  re la te d to the  ma die ma tica l e rrors .

28 ADEQ re port a dde d the  following re comme nda tions  for the  pla nt ope ra tor, but did not s pe cify a

The

l

5 DECIS ION NO.
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1 deadline  for compliance  with the  recommenda tions : 1) the  plant should have  a  flow me te r, 2) the  de -

2 chlorina tor did not a ppe a r to ha ve  a ny ta ble ts  a t the  time  of ins pe ctions ; a nd 3) the  we t we ll lift

3

4 19. On be ha lf of the  Dis trict, Ms . Gra y te s tifie d tha t the  me mbe rs  of the  Dis trict ha ve  a

station did not sound "healthy."

5 s ignifica nt ve s te d inte re s t in the  prope r ope ra tion of the  wa s te wa te r sys te m a nd the  me mbe rs  a re

6 prepa red to take  a ll necessa ry action to ensure  continued compliance  with applicable  regula tions . She

7 s ta te d tha t the  Dis trict wa s  budge ting to s a tis fy the  ADEQ re comme nda tions , a nd tha t the  Dis trict

8 wa s  ve ry s a tis fie d with Mr. He rna nde z' work a s  the  pla nt ope ra tor. S he  cla ims  tha t the  tra ns fe r of

9 ope ra tions  to the  Dis trict ha s  be e n s e a mle s s  a nd me mbe rs  of the  Dis trict a re  s upportive  of the

10  tra ns fe r.

20.11 S ta ff witne s s e s  Robe rt Gra y a nd Ma rlin  S cott, J r., te s tifie d  tha t a pprova l of the

12 a pplica tions  is  in the  public inte re s t. Although S ta ff initia lly re comme nde d tha t a pprova l should be

13 conditione d on complia nce  with ADEQ non-complia nce  is sue s , a t the  he a ring Mr. Gra y s ta te d tha t

14 Sta ff is  now sa tis fied tha t the  ma tte rs  cited by ADEQ were  re la ted to ma thematica l e rrors  ra the r than

15 ope ra tiona l viola tions . Mr. Scott te s tified tha t he  discussed the  non-compliance  issue  with the  ADEQ

16 inspe ctor, who confirme d tha t the  pre vious ly cite d viola tions  we re  re ctifie d by re ca lcula te d re ports

17 from the  ope ra tor. Accordingly, S ta ff re comme nds  a pprova l of the  a sse t tra ns fe r, a nd de le tion of the

18 Kings  Ra nch CC&N, without condition.

19 21. S ta ffs  re comme nda tion for a pprova l of the  tra ns fe r of a s s e ts  to  the  Dis trict, a nd

20 de le tion of the  Kings  Ra nch CC&N, is  re a sona ble .

CONCLUS IONS  OF LAW21

22 1. Kings  Ra nch is  a  public s e rvice  corpora tion within the  me a ning of Article  XV of the

23

24 2.

25 applica tion.

26

27

28

The  Commis s ion ha s  juris diction ove r Kings  Ra nch a nd the  s ubje ct ma tte r of the

1 According to the ADEQ report, the flow is currently estimated using a stopwatch and a container.
2 District Chairperson Victoria Gray disputed this contention, stating that plant operator, Mr. Hernandez, or one of his
employees, checks the plant on a daily basis to ensure proper operation.
3 Mr. Hernandez testified dirt the lilt station pump is "noisy" and probably needs new bearings, but is still operational at
this time.

6 DECIS ION no.
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1 Notice  of the  a pplica tions  wa s  provide d a s  re quire d by la w.

The re  is  a  continuing ne e d for wa s te wa te r utility s e rvice  in  Kings  Ra nch's  ce rtifica te d2 4.

3 area .

4 The Dis trict is  a  fit and proper entity tha t is  ready, willing and able  to assume the

5 respons ibility of providing was tewate r utility se rvice  within Kings  Ranch's  presently ce rtifica ted

5.

6 area.

7 6. Staff's recommendation for approval of the applications should be adopted.

8

9

10

11

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28

3.

7 DECISION NO.



CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, L BRIAN c. MCNEIL, Executive
Director of the Arizona Corporat ion 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 day of , 2008.

BRIAN c. MCNEIL
EXECUTIVE DIRECTOR

DISSENT

DIS S ENT
DDNzdb

DECISION no.8

f

*
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ORDER1

2 IT IS  THEREFORE ORDERED tha t the  a pplica tion of Kings  Ra nch Unit II Tre a tme nt P la nt

3 to se ll its  a sse ts  to the  Kings  Ranch Unit II Domestic Wastewa te r Improvement Dis trict and to cance l

4 its  Ce rtifica te  of Convenience  and Necess ity is  he reby approved.

5 IT IS  FURTHER ORDERED tha t Kings  Ra nch Unit II Tre a tme nt P la nt s ha ll file  within 30

6 da ys  of the  e ffe ctive  da te  of this  De cis ion, a s  a  complia nce  ite m in  this  docke t, docume nta tion

7  s howing  comple tion  o f the  s a le  a nd  tra ns fe r o f a s s e ts  to  the  Kings  Ra nch  Un it II Dome s tic

8 Wa s te wa te r Improve me nt Dis trict.

9 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

10

1 3

1 4

1 5

1 6

1 7

1 8

19

20

21

22

23

24

25

26

27

2 8

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
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KINGS RANCH UNIT II TREATMENT PLANT and
KINGS RANCH UNIT II DOMESTIC
WASTEWATER IMPROVEMENT DISTRICT

1 S ERVICE LIS T FOR:

2

3 DOC KE T NOS .: SW-02573A-07-0650 and SW-20492A-06-0766

4
P hilip a nd J e a ne  Albins

5 KINGS  R ANC H UNIT 1 1  TR E ATME NT P LANT
P .O. Box 109

6 Bla ck Ca nyon City, Arizona  85324

7 Virginia  Gra y, Cha irpe rs on
KINGS  R ANC H UNIT 1 1  WAS TE WATE R

8 IMP R O VE ME NT DIS TR IC T
P .O. Box 1555

9 Bla ck Ca nyon City, Arizona  85324

1 0 Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix, Arizona  85007

11

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28

Erne s t G. J ohns on, Dire ctor
Utilitie s  Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix, Arizona  85007
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