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FROM: Emest G. Johnson Z f\ AZ ~viu U
Director ‘ ’ DOCKET Egﬂ%{_u”
Utilities Division
DATE: February 7, 2008
RE: STAFF REPORT FOR KINGS RANCH UNIT II TREATMENT PLANT

APPLICATION FOR APPROVAL TO SELL ASSETS AND CANCEL ITS
CERTIFICATE OF CONVENIENCE AND NECESSITY AND APPLICATION
TO ESTABLISH KINGS RANCH UNIT II DOMESTIC WASTEWATER
IMPROVEMENT  DISTRICT (DOCKET NOS. SW-02573A-07-0650,
SW-20492A-06-0766)

Attached is the Staff Report for Kings Ranch Unit II Treatment Plant application for
approval to sell assets and cancel its certificate of convenience and necessity and application to
establish Kings Ranch Unit II Domestic Wastewater Improvement District. Staff recommends
approval of the application to sell assets and cancel its certificate of convenience and necessity,
subject to conditions.
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- Scrvice List for: Kings Ranch Unit Tf Treatment Plant
Docket Nos. SW-02573A-07-0650, SW-20492A-06-0766

Mr. Philip Albins

Kings Ranch Unit II Treatment Plant
Post Office Box 109

Black Canyon City, Arizona 85324

Ms. Virginia Gray

Kings Ranch Unit Il Wastewater Improvement District
Post Office Box 1555

Black Canyon City, Arizona 85324

Mr. Christopher C. Kempley
Chief, Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Mr. Emest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ms. Lyn Farmer

Chief, Hearing Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007




UTILITIES DIVISION
ARIZONA CORPORATION COMMISSION

KINGS RANCH UNIT II TREATMENT PLANT

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

FEBRUARY 7, 2008



The Staff Report for Kings Ranch Unit I 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 engineering and techmical analysis. Alfonso Amezcua was
responsible for reviewing customer complaints filed with the Commission.

Robert Gray
Executive Consultant 111

Marlin Scott, Jr.
Utilities Engineer (Water/Wastewater)

4P
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Alfonso Amezcua
Public Utilities Consumer Analyst 11



 EXECUTIVESUMMARY e T
KINGS RANCH UNIT Il 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 the sales of its assets to Kings Ranch Unit II Wastewater Improvement District
(“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 filing had met sufficiency requirements.

On December 8, 2006, a separate docket was opened in the matter of the establishment of
the Kings Ranch IT 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 rate case (Decision No. 68655, Aprl 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.

Kings Ranch is currently out of compliance with the Arizona Department 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 District, and
recommends approval of the transfer and cancellation of the CC&N of Kings Ranch Unit II
Treatment Plant, subject to certain conditions.
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Kings Ranch Unit II Treatment Plant
Docket Nos. SW-02573A-07-0650, et al.
_Pagel

Background

Kings Ranch is a Sole Proprietorship, engaged in providing wastewater utility service to
the public in a portion of Yavapai County, Arizona, pursuant to authority granted by the
Commission in Decision No. 57447 (July 10, 1991). Kings Ranch is a Sole Proprietorship
owned by Mr. Philip Albins and its service area is located east of Black Canyon City, Arizona.
On November 16, 2007, Kings Ranch filed an application with the Commission for approval of
the sales of its assets to 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 filing 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 rate case (Decision No. 68655, April 12, 2006), the
Commission ordered that Staff “shall contact representatives of the Kings Ranch Unit II
Treatment Plant and its customers, within 60 days of this Decision, to determine if creation of a
wastewater improvement district represents a viable option to current ownership.” The Order
further stated that “absent creation of a wastewater improvement district, Kings Ranch Unit I
Treatment Plant shall, prior to its next rate case filing, take every possible action to bring its
costs under control, while maintaining safe and reliable service. In Kings Ranch Unit 11
Treatment Plant’s next rate case filing, Staff shall carefully scrutinize all of Kings Ranch Unit I
Treatment Plant’s operations and provide recommendations as to how rates can be brought under
control.” In its Findings of Fact, the Order expressed deep concemn over on-going financial
difficulties and revenue losses experienced by the Company for many years.

¢

On November 6, %0007',' the Yavapai County Board of Supervisors voted unanimously to
approve establishment of the Kings Ranch Unit II Wastewater Improvement District. Given
Kings Ranch Unit II Wastewater Improvement District’s status as an improvement district, the
granting of a CC&N, as contemplated initially in Docket No. SW-20492A-06-0766 1is
unnecessary. Attached is a map showing the service territory of Kings Ranch.

Operations

The Kings Ranch facility is currently managed by a certified operator. The Yavapai
County Board of Supervisors” November 6, 2006 order of establishment appointed an initial
Board of Directors for the Improvement District. Elections for the Board of Directors are held
every two years on the general election date.



Kings Ranch Unit II Treatment Plant
Docket Nos. SW-02573A-07-0650, et al.
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Compliance

Kings Ranch 1s currently out of compliance with the Arizona Department of
Environmental Quality (“ADEQ”) according to a January 18, 2008 letter from ADEQ. By letter
dated February 04, 2008 the Improvement District has indicated that the certified operator
currently operating the system is working with a representative from ADEQ’s Yavapai County
office to address the areas of noncompliance. Staff’s Engineering Report and a copy of the
January 17, 2008 ADEQ compliance status letter are attached.

The Utilities Division Compliance Section indicated there are no delinquent Arizona
Corporation Commission (“ACC” or “Commission”) compliance items outstanding for the
Company. The Utilities Division Consumer Services Section indicated that from January 2004
" to November 2007 there were no complaints filed. Attached is a copy of the Consumer Services
Section report.

Notice

On December 13, 2007, Kings Ranch filed an Affidavit of Publication indicating that a
notice regarding this application was published in the local newspaper, The Big Bug News.
Pursuant to the December 19, 2007 Procedural Order, notice of this proceeding was provided by
the Company to each customer.

Recommendations

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 District, and
recommends approval of the transfer and cancellation of the Certificate of Convenience and
Necessity of Kings Ranch Unit II Treatment Plant, subject to the following condition.

Given the outstanding compliance issues with ADEQ at the time of the filing of this Staff
Report, Staff recommends that approval of the transfer be conditioned on Kings Ranch resolving
all compliance matters with ADEQ. To fulfill this condition, the applicant should work with
ADEQ to correct its deficiencies and docket an ADEQ letter stating that the Company is in
compliance with ADEQ.



Attachment A

MEMORANDUM

DATE: February 1, 2008

TO: Bob Gray
Executive Consultant 111
Utilities Division

FROM: Marlin Scott, Ir. AP
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 cuirently 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
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related and could quickly be resolved. Once these deficiencies are corrected, Staff will
request an updated Compliance Status Report from 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.
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ARIZONA DEPARTMENT

OF
~ ENVIRONMENTAL QUALITY

1110 West Washington Street » Phoenix, Arizona 85007

Janet Napolitano (602) 771-2300 - www.adeq.state.az.us Stephe" A. Owens
Governor Director

January 17, 2008

Arizona Corporation Commission
Mr. Marlin Scott, Utilities Engineer
1200 W. Washington

Phoenix, Arizona 85007

RE: Compliance Status for Kings Ranch- Unit -II WWTP, Inventory number 100354.
permit number: 36400.

Dear Mr. Scott,

Your request for evaluation of compliance status for the above facility is completed. Our
records indicate that Kings Ranch- Unit II WWTP has Arizona Pollutant Discharge
Elimination System (AZPDES) Permit number 36400 issued on 4/17/2006.

The AZPDES Permit reporting requirements and monitoring results which have been
submitted indicate the facility is not in compliance based on the current information
that is available to ADEQ. No enforcement actions are pending at this time. The
following information details the reason for non-compliance:

1. Concentration average exceedance for total residual chlorine (MAX), on 6/2006.
Load max and average exceedances for nitrate-nitrite on 6/2006.
Concentration minimum exceedances for 5-day BOD and suspended solids
(% removal).

Load max and average exceedances for nitrate-nitrite on 8/2006.
Load average exceedances for suspended solids on 8/2006.

Load max and average exceedances for nitrate-nitrite on 9/2006.
Load average exceedances for suspended solids on 9/2006.

Load max and average exceedances for nitrate-nitrite on 10/2006.
Load max and average exceedances for nitrate-nitrite on 11/2006.

. Load average exceedances for suspended solids on 11/2006.

. Load max and average exceedances for nitrate-nitrite on 12/2006.

. Load max and average exceedances for nitrate-nitrite on 1/2007.

13. Load max and average exceedances for nitrate-nitrite on 2/2007.

14. Load max and average exceedances for nitrate-nitrite on 3/2007.

15. Concentration average exceedance for total residual chlorine (MAX) on 3/2007.

16. Load max and average exceedances for nitrate-nitrite on 4/2007.
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Page 2 of 2

18. Load max and average exceedances for nitrate-nitrite on 6/2007.

19. Load max and average exceedances for nitrate-nitrite on 5/2007.

20.Missing result for load maximum exceedance for residual chlorine max, 6/2007.

21. Load max and average exceedances for nitrate-nitrite on 6/2007.

22.Load max and average exceedances for nitrate-nitrite on 8/2007.

23.Load max and average exceedances for nitrate-nitrite on 8/2007.

24.Concentration average exceedance for total residual chlorine (MAX) on 9/2007.

25. Load max and average exceedances for nitrate-nitrite on 9/2007.

26.No report has been received for semi- annual , twice yearly for the second half of
year 2006.

27.Load max and average exceedances for nitrate-nitrite on 11/2007.

28.Concentration average exceedance for total residual chlorine (MAX) on 12/2007.

29.Load max and average exceedances for nitrate-nitrite on 12/2007.

It should be understood that the compliance status of a facility may change from time to

time based upon monitoring results or a facility inspection. Therefore this is based on
the most current information available.

Sincerely,

Fred Vakili, EHS- II
Water Quality Data Unit

Water Quality Compliance Section
FAV@AZDEQ.GOV

17. Missing result for load maximum exceedance for residual chlorine max, 6/2007.
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Attachment D

To: Robert Gray
Executive Consultant III
Utilities Division
From: Alfonso Amezcua -& «A
Public Utilities Consumer Analyst II
Utilities Division
Date: December 3, 2007

RE: KINGS RANCH UNIT I TREATMENT PLANT
DOCKET NO. SW-02573A-07-0650

Kings Ranch Unit II Treatment Plant filed an application to sell its assets to
another provider and cancel the Certificate of Convenience and Necessity to provide

sewage treatment service.

The Corporations Division reports on December 3, 2007 no listing for Kings Ranch
Unit II Treatment Plant.

A search of Consumer Services database reveals the following history of
customer complaints.

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

If I could be of further assistance please call me at (602) 542-0842.

cc: File
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REC !VED

MAR 1 1 2008

&/ CORP COMM
Director Utilities

Kings Ranch Unit 2

Domestic Wastewater Improvement District
PO Box 1555

Black Canyon City, AZ 85324

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007-2927

March 6, 2008

RE: KINGS RANCH UNIT 2 TREATMENT PLANT APPLICATION FOR
AUTHORIY TO SELL ITS ASSETS AND CANCEL ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY, DOCKET NOS. SW-02573A-07-0650 AND SW-
20492A-06-0766

Dear Mr. Gray,

After our phone conversation today, I spoke with our plant operator, Dale Hernandez. He
informed me that he had spoken today with Fred Vakili from ADEQ today. He felt that
the reporting issues are being resolved with Mr. Valike. I have included a copy of the
letter I receive from Jim Jones, the filed inspector for our plant. We are taking into
considerations the Inspection Recommendations.

Sincerely,

{

Virginia L. Gray, Chalrperson
Kings Ranch Unit 2 Domestic Wastewater Improvement District




ARIZONA DEPARTMENT

ENVIRONMENTAL QUALITY N
R &
1110 West Washington Street » Phoenix, Arizona 85007 A
Janet Napolitano (602) 771-2300 - www.azdeq.gov Stephen A. Owens
Governor Director

February 14, 2008
Inspection ID: 116047

Kings Ranch Unit II Domestic Wastewater Improvement District
Attn: Virginia Grey-Chairperson

P.O. Box 1276

Black Canyon City, AZ 85324

Regarding:  Compliance Inspection of Kings Ranch Unit II Wastewater Treatment Plant,
PLACE ID #841, AZPDES #AZ 0023060
Dear Wastewater System Owner/Operator:

Enclosed is a copy of an inspection report prepared by James P. Jones, of our staff concerning
the referenced facility. Recommendations / comments are recorded under “inspector’s
comments” on the following report summary. The inspection was performed on

February 8, 2008, in accordance with Arizona Revised Statutes (A.R.S.) §49-104 et. seq. and
with the Arizona Administrative Code (A.A.C.) R18-9-B201.

Please call James P. Jones at (928) 773-2715 if you have any questions regarding your facility or
the results of this inspection.

Sincerely, -
N /A

Iiobeﬁ E. “Buck” Olberding; Manager
Field Services Unit
Northern Regional Office

cc: fLLl:LLZ;.:z/pﬁ -ﬁ;/@/ .],»:;,c;//ﬁ/ F, /c&/ CTEU

Northern Regional Office ' Southern Regional Office
1801 W. Route 66 » Suite 117 400 West Congress Street » Suite 433
Flagstaff, AZ 86001 Tucson, AZ 85701
(928) 779-0313 (520) 628-6733

Printed on recycled paper
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Northern Regional Office

1801 W. Route 66 Suite 117, Flagstaff, Arizona 86001

INFORMATION SUMMARY — WASTEWATER

FACILITY | Kings Ranch Unit II Wastewater AZPDES
Treatment Plant

A7 0023

060

INVENTORY PLACE ID

841

INSPECTED BY James P. Jones INSP DATE

02/08/08

ACCOMPANIED BY Dale Hernandez COUNTY

Yavapai

RECOMMENDATIONS BY | James P. Jones REPORT DATE

02/13/08

POPULATION | 120 SERVICE CONNECTIONS | 32

Plant Grade

Two

COMPLIANCE SUMMARY

NO

N/A

N/E

The effluent quality of this system meets Arizona Department of
Environmental Quality and U.S. EPA standards

The method of effluent disposal is in accordance with Arizona
Department of Environmental Quality and U.S. EPA requirements

The operator of the system holds the required level of certification
as required by Arizona Department of Environmental Quality rules

The facility met the Arizona Department of Environmental Quality
standards for physical facilities, at the time of the inspection

This system complies with the state of Arizona’s permit
requirements for the:
a. Reuse Permit b. Aquifer Protection Permit c¢. NPDES Permit

INSPECTION SUMMARY-Inspection of the above referenced facility included:

An inspection of the physical facilities

Interview with personnel

A review of ADEQ) monitoring and reporting databases

A review of the NRO files

il

A review of the files at the facility

INSPECTORS COMMENTS- The following determinations were based upon the criteria

checked above:

Major Deficiencies.

None.




Miner Deficiencies.

#1. The DMR’s for the last two years show several violations. Most of these
violations appear to be due to mathematical errors in calculating mass loading.
Please recalculate these errors and send the corrected DMR's to the Northern
Regional Office of ADEQ.

Inspection Recommendations

#1.This plant should have a flow meter. The flow is currently estimated using a
stopwatch and a container.

#2. The dechlorinator did not appear to have any tablets in it. As the plant
operator, you must make sure that this does not run out or it can result in a permit
violation.

#3. The wet well lift station for the collection system was inspected, and it
sounded like one the lift pumps was not “healthy” and may be close to failure. It
would be wise to replace it before this occurs.

Facility Response Guidelines:
1) Within 30 days please bring to the attention of ADEQ any determinations you beheve
are in error.
2) Major Deficiencies are subject to a Notice of Violation (NOV) whereas Minor
Deficiencies are subject to a Notice of Opportunity to Correct (NOC). Inspection
Recommendations may be implemented at the discretion of the facility in order to
improve the system operation. NOC’s may be escalated to NOV’s, where it is judged to
be appropriate, such as, but not limited to, situations where repeated violations have
occurred or it is deemed necessary to protect public health.

SYSTEM DESCRIPTION

This wastewater system consists of one wet well lift station, a Santec aerobic prefabricated plant
that includes an anoxic/ denitrification chamber. There is also an aerated sludge holding tank, a
chlorine contact chamber and a dechlorination contact chamber.



