
D1 SJ>Q~)l\l. SERV I CI-: 
PJ,TES QUE:;TIONF:D 

• CITY COUNCIL MEETING .. 

JUNE 2, 1982 

City Clerk Rcimche presented a letter- which had been received 
from Bill Pdr:son' s Centrdl Valley Disposal Service, asking that ~-
Council compare Central Valley Dispo::;al Service rates to those of 
Sanit.:~ry City antl stating that Central Valley Disposal Service 
believes that they arc being dealt \·:i t.h unfar ily in thP.ir co_:\peti­
tion with Sanitary c:ty in the County. City (:lcrk Rcimchc was 
directed to forward <t copy of this letter tr:> Sanitary Ci.ty 
D; sposal Company for their rcv:i ew and comment. 
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June 4, 1982 

Mr. David Vaccarezza 
Sanitary City Disposal, Inc. 
1102 N. Cluff Avenue 
Lodi, CA 95240 

Dear Mr. Vaccarezza: 

HENRY A CLAVES. Jr. 
City /1.1 .UldKl'l 

All(( M Rf IMCHE 
City Clt"rk 

RONAlD M SHIN 
City Attor~y 

Attached herewith please find May 17, 1982 Central Valley Disposal 
Service letter addressed to the Mayor and City Council of the City 
of Lodi. This letter was presented ~v the Council at its regular 
meeting of June 2, 1982; and Council directed that I forward a 
copy to you for your review and comn1ent. 

Should you have any questions regarding this m~tter, please do 
not hesitate to call this office. 

AR:dg 

Enc. 

Very truly yours, 

'1 jj/1 ' ,-(, , ""' . .. / (;(t:~.:- '/.~ ; .£'// c(.z __ 
Alice M. Reimche 
City Clerk 
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· Cndruf 1h.//ey ':J);Jpoin/ _),,.vic, REC::IYED 

P.o. nox 21e 
VICTOR CALIFORNIA 9!'>253 

1-f.ay 17, 1982 

City of Lodi 
Mayor and City Council 
City Hall 
221 West Pine Street 
Lodi, Cnlifornia 95240 

Dear Mayor and Council Members: 

IJ~Z HAY 20 MJ S: 0 7 

ALICE ti. P.:lf~CHE 
C!T"( CLERI\ 
cr:y OF LODI 

I am aware that tPis is the mont~ of the year when the city council reviews 
City Sanita~y Disposal's need for a cost of living rate increase for its 
re~idential and commercial refuse collection customer5. This year's rate 
increase review takes on a new dimensio~ due to the arrival in the Lodi area 
of Centrnl Valley D>.sposal Service as a competitor of City Sanitary ii1 the 
unincorpor·ated area surrounding the city. 

·:.> Although Centra) Valley .a.s not a competitive threat to Sanitary City for 
residential and corrunerclal business \Jithin city :umits because of the city's 
exclusive franchise arrangement we are butting heads with Sanitary City on 
commercinl account3 in the unic1corporated area. 

I believe that it is important for you during your deliberations regarding 
rate hikes to be aware of the remarkably low commercial rates Sanitary City 
is charging in certain areas out.3ide the city in an effort to meet the 
competitive challenge of Central Valley In comparing Snnitary City's rat.~s 
within city limits to those outsioe city limits, one must be aware that the 
city of Lodi retains a 15 percent franchise fee from Sanitary City's gross 
receipts. In r·eturn for this 15 percent fee Sanil.ary City is allowed to 
dump free of charge at the Harney Lane landfill and the city also provides 
free billing service. On the other hand Sanitary City must pay a 40 percent 
franchise fee to San J~aquin county on all of its commercial accounts in the 
unincorporated area. The 40 percent franchise fee allows Sanitary City to 
dump free of charge at the Harney La:1e lanj:·ill but t.he county does not 
provide billing services. It is the margin of difference betwe~n the 15 
percent and the 40 percent franchise fee w~ich makes the disparity between 
Sanitary City's in-city ra~es a:~d its out-of-~ity rates so dramatic. 

By way of exa~ple, the drug store in LockefcrJ had been paying Sanitary City 
about $50 a month for a two-yard container emptied once a week. We quoted 
the owner of the drug store our sta!>dard rate of $34 for t.he same service. 



;;;;.;;gga;~:~;;:=:;;:a;;::===:::lli:z:lid%::::==:-:-..::.::-,;::::,.::;;.:,;;;•-... -11i51Si*~A¥~~=YN==-;;...;·· ·-·----;-:--.:-.-::..-:·._.:::.._ ____ . ....__ __ , ______ ~--·-·-·-----------•••·•••~••w•••.o••••·····-· 

- 2 -

In order to deny Central Volley this account Sanitary City dropped its rate to 
$25 a r~(lnth. Sanitary City's r·ate in Lodi. for the sarne !'.ervicc is $'•'•. 16. 
To pr·operly co:npare the two r·ates ($25 vs. $4t,. 16) on2 must fir·st subtract. 
the franchise fees fi·om the base rates. After subtrdcting the county's '•O 
percent fee, the $25 a month r~tc drops to $15. After subtractin& the city's 
15 percent fee the $'•'•· 16 rate becomes t37. St,. S0, the true comparison is 
$37.51• in the city and $15 in Lock£'for·d where th" cus~.omers are fewer· and 
farther from Sanitary City's transfer station. Ho..., do they do it':' Arc 
the h~gh city rates subsidizing these low county rates? 

Another example: The Texaco truck stop at the inters0ction of I-5 and 
High\-'t.IY 12 was paying Sc:ni tary Ci.ly approximately $130 a month for two four­
yard containers emp~icd once a week. This price was consi~Lent with the in 
city rate for the same service. We offered the same service to t~e owner at 
$100 a month. A bidding war ensued with the result th<:d Sanitary City obtained 
the account with the added provision of twice a week service for a tot.al price 
of $60 a month. After subtracting the 40 percent ~ounty franchise fee the 
actual amount received by Sanitar·y City is $36 a rnonth. This $36 amount contrasts 
markedly with the in-<.ity rate of $189.03 ($222.39 minus the 15 percent rranchise 
fee). 

Still another example: The Tower Park llesort at Tcrmi nous on Highway 12 was 
having eight five-yard conl<tiners emptied once a week by Sanitary City at a 
cost of $'•88 a month. Central Valley offered the. same service to Tower Park 
for $3./5 a month. Sanitary Cily responded with a rate of $325 a m0• .th. After 
subtracting a 40 percent franchise fee. Snnitary City actually recdv~s $195 
a month to provide service more than 20 miles from its transfer stat!l)n. This 
$195 figure contrasts ::;harply 1-1ith the in-ci' y rate of $500.£:9 {$588.58 minus 
the 15 percent franchise fee). 

It goes without saying that Sanitary City would not be able to offer such 
incredibly lm.' rates if it weren't for the existence of its safe harbor in Lodi. 
Tht! high commercial rate~ Sanitary City enjoys in Lodi provide profitability 
adequate to allow the company to quote rates that actually lose money in the 
county area. 

The three examples 1 have provided above are extreme cases where Sanitary City 
reacted in an unbusiness like manner to our c.hallenge. These were C\tstomers 
with which they had been unable to sign a contractual agreement. But there 
are as many as 30 to 40 commercial customers in the county area which have 
signed 18 month contracts with Sanitary City. In almost everyone of these 
contracts t.he rate is about. the sama a::; it is in the city. We can use as 
an example the rate for a two-ya:~d con:.01iner eMptied once a week. The in-city 
rate is $44.16 plus an additional $8 a month rent billed directly by Sanitary 
City. (The City may or may not b"! C\Wilre of this additional rental fee for 
container service). The out-of-city rate for the same service is $50.22 with 
:10 addi tiona 1 renta 1 charge. After subtracting Lhe 40 percent franchise fee, 
the effective rate in lh~ county area works out to $30.19. This is in contrast 
to the effective in-city rate of $45.53 ($44. 16- 15 percent+ $8 rental). 

What this means is lhal there nr·c hundreds of Sanitary City customers in Lodi 
who arc paying 50 per·::cnt hieher· rot.cs th:-~n customers in lhe rural areas of the 
county. These Locli ct:~t.omers hilvc every right to ex~:::ct to be payin~~ le.ss than 
the more scattered r·ural cu~;Lorncr·~ - - not !'lC>r'e. 



.. . . 
- ) -

It is much le3s expensive to pick up com.~ercial containers in a densely 
populated area with a greater nu~ber of co~tainers Lhan in thinly populated 
:1reas. The economy is apparent to anyone who con!;iders i. t. 

The true purpc3e of this letter is Lo point out to you that we believe we 
ere being dealt with unfairly in our competition tvith Sanitary City in the 
county. We believe that S.:..nitary City is n:)t dealing fairly with it.s city 
cu:>tomers because of the tactics the company has resorted t.::; in the county 
area. Sanitary City has a pN-Ierful ulterior motive in attempting to fend 
off the competitive challenge oi" Central Valley Disposal because the owners 
fear that we will be competing fot' the city franchise when it goes out to 
bid again in 1989. Well, t:1ey are right. He will lJe ar·otmd in 1989 to bid 
on the city franchise. By then, we will have establishcrl our local credentials 
in the ref•~se collection bt.siness and we will be prt::parcd to provide a highly 
competitive bid. 

Meanwhile, there is the problem of Sanitary City's dual rate structure: 1\ 
high rate in the city and a low r3te in the c.ounty. Sanitary City wants a 
cost of living increase in thE city but has frozen l~~ rates for 18 months 
for most of its county customers. It might be in the city's best interests 
to take a hard look at-. the existing contract to determ!ne if there is a way 
to avoid grant.ing Sanitary City's rate hike. :rt. is difficult to understand 
the n~ed for a :·ate increase 1-1hen such low rates are offer·ed on the other side 
of city limits. 

j ~flu~~> 
Bill Parsons 

B?/bl 


