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November 8,2005 

Sidney N. Mendelsohn, Jr. 
Southland Sanitation, Co. 
2730 East Broadway Blvd., Suite 135 
Tucson, Arizona 85716 

Dear Mr. Mendelsohn: 

This letter is to confirm my intention to recommend to the City Council an agreement that would 
result in the City purchasing the Southland Sanitation, Co.’s existing infrastructure and its 
service area, with the exception of approximately 100 acres as located on the attached map. 

Not later than December 31, 2006, the City will construct the additional sewer infrastructure 
required to serve the entire Southland Sanitation, Co. service area beyond that being 
constructed by D.R. Horton for the Sanitation C0.k area already authorized by the Corporation 
Commission for service by the City. This additional infrastructure has already been engineered, 
and the Upper San Pedro Partnership has authorized funding for its construction, as the service 
change will result in the effluent being recharged at the City’s Environmental Operations Park. 
The agreement will also specify that within one year following the City’s acquisition of the 
system and its provision of service to the entire Southland service area, Southland Sanitation, 
Co. will close its ponds in accordance with all applicable governmental regulations. 

That approximate 100-acre area outlined on the attached map will continue to remain served by 
Southland Sanitation, Co., subject to approval by the Arizona Corporation Commission, except 
that the City will enter into a subsequent agreement that provides for the following: 

e Southland Sanitation, Co. will construct all sewer infrastructure in the area, to include 
one or more pump stations. Infrastructure will be built to City development code 
standards. 
The sewer system will be connected to the City’s system, and Southland Sanitation, Co. 
will pay the City the same per-house operation rate to treat the effluent within the service 

e 

area. 
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0 Southland Sanitation, Co. will pay for all operation and maintenance costs of the 
infrastructure within the area, as well as for any and all pump station operational and 
replacement costs required to connect to the City's system. 
Southland Sanitation, Co. will agree that at such time as future sewer infrastructure 
allows for a gravity connection from this area, then Southland Sanitation, Co. will make 
the gravity connection at its sole expense, and the City will then accept donation of all 
sewer infrastructure for a nominal amount. 

0 The homes to be constructed within the area will all pay the City's regular initial sewer 
hook-up charge at the time a building permit is issued. 

Subsequent to the formal purchase of the system, the City will provide sewer service to all other 
areas within Southland's service area. 

My staff is currently working on a formal agreement for the system purchase, and will forward 
that to you for your review shortly. Once the agreement is finalized, I will place a resolution on 
the agenda of the Mayor and City Council for final approval. I have briefed the City Council on 
this issue previously. 

Please contact Assistant City Manager Mary Jacobs or me if you have any further questions or 
if you require additional information. I look forward to finalizing this agreement soon. 

Charles P. Potucek 
City Manager 

Copy: Mary Jacobs, Assistant City Manager 
Mike Hemesath, Public Works Director 

. Stuart Fauver, City Attorney 



RES0 L UTI 0 N 2006-0 4 6 

A RESOLUTION OF THE MAYOR AND CITY COUNCIL OF THE 
G I N  OF SIERRA VISTA, COCHISE COUNTY, ARIZONA; 
AUTHORIZING THE PURCHASE OF THE EXISTING 
SOUTHLAND SANITATION COMPANY; AUTHORIZING AND 
DIRECTING THE CITY MANAGER, CITY CLERK, CITY 
ATTORNEY, OR THEIR DULY AUTHORIZED OFFICERS AND 
AGENTS TO TAKE ALL STEPS NECESSARY TO CARRY OUT 
THE PURPOSES AND INTENT OF THIS RESOLUTION. 

WHEREAS, the Southland Sanitation Company currently serves 279 residences 
and uses a treatment system that does not provide for efficient recharge of water into the area’s 
aquifer; and 

WHEREAS, the City of Sierra Vista’s Wastewater Treatment Facility utilizes a 
natural treatment process that results in clean water being recharged through filtration basins at 
the Environmental Operations Park; and 

WHEREAS, the City has a policy of implementing programs and infrastructure 
that will result in water conservation actions that can help protect the San Pedro River; and 

WHEREAS, the Upper San Pedro Partnership’s Advisory Commission has 
authorized the expenditure of up to $280,000 for the purpose of constructing the infrastructure 
needed to connec&ed current Southland Sanitation customers to the City’s Wastewater 
Treatment Facility; and 

WHEREAS, the City currently has the capacity to accept the current and future 
sewerage from the Southland Sanitation Company’s existing customers and heir overall 
service area; and 

WHEREAS, the purchase price and required connection fees of the existing 
Southland Sewer Company will be repaid in approximately eight years by current customers 05 
Southland, without increasing their current monthly rate. 

NOW, THEREFORE, BE IT RESOLVED BY THE MAYOR AN0 CITY COUNCIL 
OF THE CITY Of SiERRA VISTA, COCHISE COUNTY, ARIZONA AS FOLLOWS: 

RESOLUTION 2006-01 6 
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The City Council hereby authorizes the City Manager to enter into'and execute a 
purchase agreement with Southland Sewer Company for a purchase price not to exceed 
$1 98,000, in accordance with the terms and conditions outlined in the November 8, 2005 letter 
from the City Manager to Southland Sanitation Company (Attachment A). 

SECTION 2 

The City Manager, City Clerk, City Attorney, or their duly authorized officers and 
agents are hereby authorized and directed to take all steps necessary to carry out the purposes 
and intent of this resolution. 

PASSED AND ADOPTED BY THE MAYOR AND CITY COUNCIL OF THE CITY 
OF SIERRA VISTA, ARIZONA, THIS 9TH DAY OF FEBRUARY, 2006. 

Mayor 

APPROVED AS TO FORM: 

, --- 
Stuart L. Fauver 

L t j i m G z y  

PREPARED B Y  

Mary Jacobs, Assistant City Manager 

RESOLUTION 2006-01 6 
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EXECUTIVE SUMMARY 
SOUTHLAND SANITATION COMPANY 

SW-02390A-05-0796 

On October 21, 2005, Southland Sanitation Company (“Southland” or “the Company”) 
filed an application to delete approximately four square miles of its Certificate of Convenience 
and Necessity (‘‘CC&N’) and transfer it to the City of Sierra Vista (“the City” or “Sierra Vista”). 
The portion of the CC&N at issue contains certain assets of Southland along with all of 
Southland’s 300 existing wastewater customers. The remaining portion of the certificated area 
which will be retained by the Company does not currently contain any customers. 

Southland’s rates were set in Decision No. 61267, dated November 25, 1998. At the 
time, Southland served approximately 273 customers. Its current rates are $17.78 per month for 
sewer service for all customers. Sierra Vista charges $26.62 bi-monthly ($13.31 per month) so 
transferred customers will see their sewer bills. fall. The City also allows custofners to prepay 
their bill for an entire year and gives them a 10% discount. 

Staff believes that it is in the public interest for the Commission to approve the 
application. However, Staff also recommends that Southland file the following with Docket 
Control as a compliance item: 

1. The Company should file the sales agreement with Sierra Vista along with the 
service agreement, signed by appropriate representatives, with Sierra Vista for 
treatment services for the customers to be located in the remaining service 
territory. Both documents should be filed in Docket Control as compliance 
matters by January 3 1 2007. 

2. The Company should file with Docket Control, as a compliance item in this 
docket, a copy of the Approval to Construct issued by Arizona Department of 
Environmental Quality (“ADEQ”) related to the interconnection between the 
City and Southland by January 3 1,2007. 

Staff further recommends that the service territory not be deleted from 
Southland’s CC&N until Southland has complied with item #1 above. 
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Introduction 

On October 21, 2005, Southland Sanitation Company (“Southland” or “the Company”) 
filed an application to delete approximately four square miles of its Certificate of Convenience 
and Necessity (“CC&N”) and transfer the area to the City of Sierra Vista (“the City” or “Sierra 
Vista”). The portion of the CC&N at issue contains certain assets of Southland along with all of 
Southland’s existing 300 wastewater customers. Southland is located near Sierra Vista, in 
Cochise County, Arizona. Attached as Exhibit 1 is a map and legal description of the area to be 
deleted. The remaining portion of the certificated area which will be retained by the Company 
does not currently contain any customers. 

Background 

In Decision No 67987, dated July 18, 2005, Southland received Commission approval to 
delete a portion of its CC&N to provide sewer service in Cochise County. At that time, the 
Company was serving approximately 295 customers. The Decision approved the deletion of 11 1 
acres which the City of Sierra Vista agreed to serve. The effect of the deletion was to bifbrcate 
Southland’s certificated area causing a relatively small portion of service territory being 
separated from the main portion of the service territory by approximately one mile. Staff 
recommended, and the Decision encouraged Southland to continue discussions with Sierra Vista 
for transfer of the isolated service area to the service territory of Sierra Vista. This application 
would transfer most, but not all of that area. 

On December 7, 2005, the Company filed a letter from Mr. Charles Potuchek, City 
Manager of Sierra Vista in which he confirms his intention to recommend to the City Council, 
the purchase of Southland’s existing infrastructure and service area, with the exception of 
approximately 100 acres. Neither the Company nor the City has provided any further 
information on the progress of the transaction. 

Southland’s Wastewater System 

Southland owns and operates a lagoon system consisting of two aerated ponds. Upon 
deletion of the area at issue, Southland will close the lagoon system. For the remaining portion 
of its certificated area, which currently does not contain any customers, the Company intends to 
install a new force main and lift station system to interconnect to the City’s sewer system when 
the new development planned for that area is ready to proceed. Attached as Exhibit 2 is Staffs 
Engineering Report which provides further details. 

Arizona Department of Environmental Quality (“ADEQ”) 

As of December 14,2005, Southland is in compliance with ADEQ. 
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Arizona Corporation Commission (“ACC”) 

Southland is in Good Standing with the Corporations Division of the ACC. According to 
the Consumer Services Section, there have been no complaints filed against Southland from 
2002 to the present. The Compliance Section reports that Southland has no outstanding 
compliance issues. 

The City of Sierra Vista 

There are approximately 40,000 residents of Sierra Vista. The City provides sewer and 
refuse services to its population. Water is provided by Arizona Water, Cloud 9, Pueblo del Sol 
and Bella Vista water companies. 

The City is currently only in substantial, rather than total compliance with ADEQ 
regarding its wastewater service. However, the City is planning an expansion to its treatment 
plant sized to accommodate general growth, including the growth from the acquisition of 
Southland’s customers, for 20 years. Construction of the plant expansion is expected to begin in 
July, 2006. 

Rates 

Southland’s rates were set in Decision no. 61267, dated November 25, 1998. At the time, 
Southland served approximately 273 customers. Its current rates are $17.78 per month for sewer 
service for all customers. Sierra Vista charges $26.62 bi-monthly ($13.31 per month) so 
transferred customers will see their sewer bills fall. The City also allows customers to prepay 
their bill for an entire year and gives them a 10% discount. 

Conclusions and Recommendations 

Southland is requesting to delete a portion of its CC&N and transfer it, along with utility 
assets to the City of Sierra Vista. Staff believes that it is in the public interest to approve the 
transfer. However, Staff also recommends that Southland file the following with Docket Control 
as a compliance item: 

1. The Company should file the sales agreement with Sierra Vista along with the 
service agreement with Sierra Vista for treatment services for the customers to 
be located in the remaining service territory. Both documents should be filed 
in Docket Control as compliance matters by January 3 1,2007. 

2. The Company should file with Docket Control, as a compliance item in this 
docket, a copy of the Approval to Construct issued by ADEQ related to the 
interconnection between the City and Southland by January 3 1 , 2007. 
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Staff further recommends that the service territory not be deleted 
Southland’s CC&N until Southland has complied with item #1 above. 

from 



TO : 

FROM : 

THRU: 

DATE: 

RE : 

---------- M E M O R A N D U M  

Linda Jaress 
Executive Consultant Ill 
Utilities Division 

Barb *el@ 
lnformatlon Technology Specialist 
Utilities Division 

Del Smith o& 
Engineering Supervisor 
Utilities Division 

December 9, 2005 

SOUTHLAND SANITATION COMPANY [DOCKET NO. SW-02390A-05-07961 

The area requested by Southland for a partial deletion has been plotted with no 
complications using the legal description provided with the application (a copy of which 
is attached). NOTE: This legal description is for the area to  be retained, NOT the area 
being deleted. 

Also attached is a copy of the map for your files. 

: bsw 

Attachments 

cc: Docket Control 
Mr. Andrew Romo 
M s .  Deb Person (Hand Carried) 
File 
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DESCRIPTION OF CC&N RETENTION 

Those portions of Sections 20 and 29, Township 22 South, Range 21 East, Gila and 
7alt River Meridian, Coclxse County, Arizona described as follows: 

BEGINNING at a found point at the center of said Section 20; 

rXENCE S 89" 55' 52" W, along the North Line of the Southwest One-Quarter 
:SW %) of said Section 20, a distance of 1590.00 feet; 

r"ENCE S 0" 04' 08" E a distance of $50.00 feet; 

I"CE S 13" 50' 21" B a distance of 2257.17 feet to a point on the South Line of 
said Section 20, said point being on a bearing of S 89" 5 8' 15" W a distance of 
1075.33 feet kom the South Quarter Comer of said Section 20; 

THENCE S 13" 50' 45" E a distance of 1360.99 feet to a point on the South Line of 
the Northeast One-Quarter (NE %) of the Northwest One-Quarter (NW %) of said 
Section 29; 

T " C E  N 89" 58' 43" E along the South Line of the Northeast One-Quarter (NE %) 
of the Northwest One-Quarter (NW %) of said Section 29 a distance of 750.00 feet to 
the Southeast Comer of the Northeast One-Quarter (NE %) of the Northwest One- 
Quarter (NW %) of said Section 29; 

THENCE N 0" OO' 57" W a distance of 1321.72 feet along the East Line of the 
Northeast One-Quarter (NE %) of the Northwest One-Quarter (NW %) of said Section 
29 to the South Quarter Comer of said Section 20; 

THENCE N 0" 02' 34" W along the East Line of the Southwest One-Quarter (SW %) 
of said Section 20, a distance of 2645.92 feet to the POINT OF BEG-G. 

Containing 11 1.868 acres, more or less. 

Prepared by: 

Edward F. Geiser, RLS - 
ENVIRONMEN~AL ENGINEERING CONSULTANTS 

Engineering and Environmental Consultants, InC .  
4625 E. Fort Lowell Road o Tucson, Arizona 85712 

Phone: 520-32 1-4625 Fax: 520-32 1-0333 
~~ 



EXHIBIT 2 

M E M O R A N D U M  

DATE March 16,2006 

TO: Linda Jarss 
Executive Consultant III 

FROM: Dorothy Hains p~ 
Utilities Engineer 

RE: Wastewater CC&N Deletion for Southland Sanitation Co. 
Docket No. SW-02390A-05-0796 

Introduction 

The Southland Sanitation Co. (“Southland” or “Company”) has submitted an application 
to delete approximately four square miles from its Certificate of Convenience and 
Necessity (CC&N). Southland currently provides wastewater service to an area that is 
approximately five square miles in size, however, the Company has no existing 
customers outside the deletion area.’ There are three hundred (300) existing wastewater 
customers in the requested deletion area. Southland’s CC&N area is located near the 
City of Sierra Vista (‘‘City’) in Cochise County. If this Application is approved, the 
requested deletion area would be provided wastewater service by the City. According to 
a letter from the City Manger to Southland dated November 8, 2005, the City intends to 
interconnect its sewer in&astructure to provide service in the deletion area no later than 
December 31, 2006. At this time however, Southland has yet to receive a formal service 
agreement from the City. 

System 

Southland owns and operates a lagoon system of two aerated ponds. This system is 
capable of treating a maximum wastewater flow of 67,000 gallons per day (“gpd”). At 
present, the Company treats a daily average wastewater flow of 30,000 gpd from its 
existing customers. After this Application is approved, the Company plans to close the 
existing lagoon system in accordance with ADEQ’s Aquifer Protection Permit program 
requirements. The Company intends to retain its CC&N for the remaining area and has 
indicated that will install a new force main and lift station system to interconnect to the 
City sewer system in the event it receives any requests for service in the remaining area. 
Because the remaining area is hilly and would require the installation of force mains, the 
City has refused to serve this area. Therefore, the Company has agreed to retain its 
CC&N for the remaining area and will install, operate and maintain the force main 
system in the event service is requested. 

Southland Utilities Company, Inc., sister company of Southland, provides water service in the same CC&N area. 

I 



Arizona Department of Environmental Quality (ADEQ) Compliance 

Staff received a compliance status report from ADEQ dated December 14, 2005, in 
which ADEQ stated that the Company is in compliance with the permit conditions in 
Aquifer Protection Permit (,‘APPYy) No. P101491. Staff also received a compliance status 
report from ADEQ dated December 5, 2005, in which ADEQ stated that the City of 
Sierra Vista Wastewater Treatment Plant (“WWTP”) is in substantial compliance, The 
City is working with ADEQ to resolve the issues in order to bring the City’s WWTP in 
total compliance. Beginning in July 2006, the City plans to expand its WWTP; the 
planned expansion will accommodate growth for approximately 20 years. Staff 
recommends that the Company file with Docket Control under this same docket number, 
a copy of the service agreement between Southland and the City by January 31, 2007. 
Staff further recommends that Southland file with Docket Control under this same docket 
number, a copy of Approval to Construct (issued by ADEQ) related to the 
interconnection between the City and Southland by January 31,2007. 

Arizona Corporation Commission (ACC) Compliance 

According to the Utilities Division Compliance Section, Southland has no outstanding 
ACC compliance issues. 

Summary 

I. Conclusions 

1. 

2 .  

Southland has no outstanding ACC compliance issues. 

The City of Sierra Vista wastewater system is in substantial compliance with 
ADEQ regulations. 

The Southland wastewater system is currently in compliance with ADEQ 
requirements. 

3. 

11. Recommendations I 
1. Staff recommends that the Company file with Docket Control under this same 

docket number, a copy of the service agreement between Southland and the City 
by January 31,2007. 

Staff further recommends that Southland file with Docket Control under this same 
docket number, a copy of Approval to Construct (issued by ADEQ) related to the 
interconnection between the City and Southland by January 3 1,2007. 

2.  
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