interoffice memorandum
	to:
	Payson Mayor & Council

	from:
	David Tuckett, City Manager

	subject:
	Solid Waste Interlocal with Sanatquin City

	date:
	April 6, 20201

	CC:
	Jason sant
Travis Jockumsen
kent fowden
cathy jensen


Mayor & Council:  Santaquin City sent us notification to terminate our Solid Waste Interlocal Agreement dated March 31, 2021 effective July 1, 2021.  Along with the formal notification, I received a letter from Ben Reeves indicating that the Santaquin City Council would retract the notice given to terminate the agreement if the two cities could negotiate satisfactory terms moving forward.
In summary, Ben Reeve, Santaquin City Manager reached out to me on Thursday, March 25, 2021 and asked to meet with me the next day. I was not available and so we met at the city manager luncheon in Orem that day.  He indicated at the time the they were considering terminating our solid waster interlocal and going with Republic Services.  He indicated that they were concerned that our landfill was not lined and that Republic Services would save them approximately $28,000 per year.  I told him that they should do what is best for their organization and we would be fine.  I then left town Friday.  On Monday, I met with Travis and Kent to inform them that we, more than likely, would loose the contract with Santaquin City.  As we discussed I asked how much revenue would lose if the contract is terminated.  After checking he indicated it was around $221,000.00.  That was more than I had anticipated.  
I therefore communicated with the council and sent an email to Ben asking if the contact with Republic was a done deal or whether we could see if we could match Republic’s offer to keep the contract.  He sent a lengthy email that I forwarded to you.  I have attached it as well.  My response back to Ben was a request for Santaquin City to table the decision at their special meeting and allow some negotiation.  I indicated that we would not hold Santaquin to the 90 day notice requirement.
The Santaquin City Council did table the decision but did give us the formal termination letter along with a letter to retract the notice if we can come to terms.
The proposal was to match what Republic Services were offering Sanatquin for their solid waste, which would be $33/ton.  We would provide for a 3% escalator in the rate each year after the first year.  We would also allow their residents to utilize our landfill for the same cost as our city residents.  Santaquin would like a 5-year commitment to coincide with their contact solid waste pickup service.  
At our budget work session, the council was concerned with the fact that if we gave Santaquin City a discounted rate, the other commercial haulers would ask for the same rate.  I was asked to evaluate what that would do to our revenues.  I sent you an email on April 1st with the following information.
Currently we have two agreements for solid waste:  Santaquin City & Elk Ridge City.  
Santaquin City is currently paying $36.21.  When we entered into the contract with Santaquin, we charged them $30.00 per ton.  The fee schedule rate at that time was $36.40.  I am assuming the decrease was due to the volume.  Santaquin had an obligation to bring a minimum of 250 tons per month.  If they delivered less, they still had to pay for the 250 tons.  The agreement allows Santaquin the resident rate for their citizens to use our landfill.  In the 2020 calendar year, Santaquin paid $221,939 for approximately 6182 tons.  Santaquin is our biggest account.
Elk Ridge City pays the fee schedule rate.  There is no reduction.  They do get the resident rate for their citizens to use our landfill.  They annually bring approximately 1800 tons.
All the other commercial accounts do not have a contract and they pay the resident rate.  Some of the bigger users are:
Country Garbage                              Approximately 5000 tons
Republic Services                             Approximately 7826 tons, however, 2032 tons were at the C&D landfill
Waste Management                       Approximately 1800 tons
Recycling Waste Solutions            Approximately 2229 tons
If each of these groups wanted the same discount, based upon the tonnage listed above, we would lose an additional $116,361, which is less than what we would lose if Santaquin goes with Republic.  (I used the $33 per ton instead of the $40 per ton).
One option that I would like to see the council do regardless of whether we keep the Santaquin Interlocal, is to build into the Fee Schedule flexibility to negotiate contracts at a lesser rate for those who bring in a certain monthly tonnage.  
We could do this with Santaquin City if the council so chooses as they are the biggest commercial account we have.  
I am fine if the council chooses to let the contact expire and focus on growth or if you want to give me direction as to what to offer to Santaquin City, I would be happy to continue discussion with them.  Based upon our decision, Santaquin City will hold a special meeting the week of April 12th 
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