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Staff Report

DISCUSSION AND DIRECTION CONCERNING THE SOLID WASTE MANAGEMENT
PROGRAM

Honorable Mayor and Council Members:

Summary
This report provides an overview of the scope and issues solid waste management services and

infrastructure programs. It identifies organizational and funding issues in the program and seeks
direction from Council to address these issues and to prepare the FY 06/07 budget.

Background
The City manages the solid waste program as a service with ongoing operating costs. The City is

a part owner of the transfer station and recyclery through its membership in the South Bayside
Waste Management Authority (SBWMA). SBWMA is responsible for the financial management
of the facilities. The City contracts directly with an operator for the collection services. Allied
Waste-San Mateo provides refuse, recyclable-material, and plant/organic-material collection
services, operates the Shoreline transfer station, recyclable-material and plant-material
processing; and operates landfill disposal services.

Solid waste services is a nearly $4 million annual program provided to all residents and
businesses. There are currently 6369 residentia customers, 472 commercial customers and
serves all public facilities including buildings, parks and streets. The contractor collects and
disposes about 21,000 tons of garbage and collects and processes another 11,000 tons of
recyclables with the City.

The management of the solid waste services is not solely a Public Works function. The City’s
Manager Office, Finance, and Parks Division of the Recreation and Parks Department all work
on various aspects of the solid waste program. The City contracts directly with Allied Waste for
garbage and recycling services. The City contracts indirectly for the transfer station/recycling
operations and disposal services through SBWMA. The City aso contracts directly for
consultant support for the development of collection rates and receives other consultant services
through SBWMA.
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How are Collection Rates Set?

The City is responsible for setting the collection rates for the solid waste services. The process
for setting collection rates is described in the franchise agreement and is based on a “utility
approach”.

1. Expenses and revenues are projected based on actual results, trends, and management
plans.

2. Profit is established on a 91% pre-tax operating ratio applied to reasonable and necessary
expenses, net of certain “pass-through” expenses. Allowable pass-through expenses
include disposal expenses, franchise fees, heavy vehicle impact fees, and the cost for
street sweeping.

Procedurally, the contractor submits a rate application to the SBWMA. SBWMA contracts with
an independent consultant to review the application. The SBWMA bases its recommendations on
the consultant’s report and other information available to the jurisdictions, and presents its
recommendations to the jurisdictions for consideration.

Prior to 1995, the jurisdictions increased rates uniformly each year based on the SBWMA'’s
recommendations. The jurisdictions in 1995 believed it would serve their best interest to revise
the rate-setting process from a company-wide, to ajurisdiction-based, revenue requirement. This
revision allows each jurisdiction to make decisions regarding service changes, rate structures,
franchise fees, and waste diversion programs, realize any cost savings, and pay the costs of its
new programs.

Belmont currently has a progressive collection rate that encourages customers to reduce solid
waste and to recycle more material. The contractor bills the customer and the funds are put into a
SBWMA balance account with the other JPA participants. The operating expenses are drawn
from this balance account. The following summarizes what portion of the collection fees pay for
their respective service:

Refuse Collection 43%
Refuse Disposal 19%
Recycling Collection and Processing 15%
Y ard Waste/ Organic Collection and Processing ~ 10%
Franchise Fee 10%
Refuse Vehicle Impact Fee 3%

It should be noted that these percentages would change when street sweeping is added to the
collection bill.
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Rate I ncrease History

The Council has approved three residential rate increases in the past six years. The rate increases
were as follows:

2000: 5.2%
2003: 6.2%
2005 : 14%
2006: 9% (projected)
2007: 9% (projected)

Additional increases are needed to fully fund the City’s commitments to Allied Waste and
SBWMA.. The deficit in the balancing account is $473,000 as of January 1, 2006. The deficit is
projected to increase to $605,000 by December 31, 2006 if rates are not adjusted. Staff will be
returning to City Council on May 23, 2006 to get direction on future rate increases.

Discussion
Staff is seeking Council direction on the following solid waste management issues.

Creation of Solid Waste Management Budget Service Center

The solid waster management program does not have a service center or performance measures
in the City’s budget. The staff time and consultant services spent on solid waste management
related issues are currently subsidized by other enterprise funds and the General Fund. There is
no current mechanism to track and recover the costs of these services to insure full cost recovery
of this program.

A cost center will also allow for the City to contract directly for some consultant services that are
currently provided through SBWMA. The City will be able to conduct independent audits of the
management and operations of SBWMA and their operator to insure the proper collection fee is
being proposed.

Street sweeping services is currently being paid for out of NPDES funds. The NPDES funds are
needed to fund storm drain related improvements. The existing franchise agreement allows for
the cost of street sweeping to be passed through the collection fees. The cost for the street
sweeping program is approximately $350,000 per year. The addition of street sweeping to the
garbage rates is estimated to represent a 10% increase in collection fees.

Contractor Procurement

SBWMA isworking on competitive procurements for the collection and operation contracts that
expire on December 31, 2010. Staff will be working closely with the Council throughout this
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process. SBWMA has approved a five-year procurement process with numerous tasks and
milestones. SBWMA staff will be providing a presentation on the overall procurement process

and the tasks and milestones at the same evening as thisitem. SBWMA has established two
sub-committees composed of City staff to work through contract, process, facility, and program
guestions so that these can be clearly defined in the contractor request for proposals.

Service Rate Increases

The balancing account for the solid waste collection as of January 1, 2006 is a deficit of
$473,000. It is projected the deficit will increase to $605,000 by December 31, 2006 if rates are
not adjusted. The deficit will also increase as the result of street sweeping being funded by
collection fees. The street sweeping operating costs approximately $350,000 per year.

General Plan/Vision Statement
No impact.

Fiscal mpact
Thereis no fiscal impact from this report.

Public Contact
The Council agenda was posted. The City Council Infrastructure Sub-committee reviewed and
commented on the staff report.

Recommendation
Staff recommends City Council discuss and provide direction on establishing a new solid waste
service center.

Alternatives
1. Takeno action.
2. Refer back to staff for further information.

Attachments
A. Cost & Revenues, Page 11, SBWMA Participant Briefing Document, 12/28/05
B. Customer Rates, Page 12, SBWMA Participant Briefing Document, 12/28/05

Respectfully submitted,

Raymond E. Davis, |1, PE, PTOE Maureen L. Cassingham
Director of Public Works Interim City Manager
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3. Collection Revenues

Allied recovers its costs by billing customers for service. Each Member Agency sets the rates that
Allied charges the customers within its jurisdiction. Some Member Agencies collect all or a
portion of the residential rates in the property tax bill, and then forward the revenue to Allied.
Every year the SBWMA conducts a rate review to determine Allied’s actual costs of providing
services to the customers in each Member Agency, and the rate revenue required for Allied to

make the guaranteed 9% profit.

4. Balancing Accounts

Member Agencies are not required to adjust customer rates every year, and may maintain a
“balancing account” with Allied, which is a running total of the amount due to or due from Allied
by the rate payers of that agency. Each balancing account must be paid in full when Allied’s

franchise agreement ends.

F. Customer Rates
Current Rates and Comparison to Other Bay Area Cities
Figure 3 summarizes the 2004 rates paid by residents and commercial businesses in the SBWMA
jurisdictions and several other Bay Area communities. The SBWMA solid waste rates include solid
waste, recyclables, and yard trimmings service for residents and solid waste and recycling service for
commercial businesses. Note that comparing rates between communities is difficult due to varying
rate structures, different programs, different city surcharges, and whether or not that community is
near a landfill or must utilize a transfer station.
The “ All City Average” is the average rate for all the cities surveyed, excluding the SBWMA Member
Agencies. “The Bi-Weekly Average” is the average rate for all cities surveyed, excluding the SBWMA
Member Agencies, that have their recyclables and yard waste (YW) collected every other week
instead of weekly. The “SBWMA Average” rates are typical when compared to the average rates in
other communities, both with and without bi-weekly recyclables and yard waste collection.
The rates charged in the different SBWMA Member Agencies vary from each other for the following
reasons:
e Cost of service - some areas are more difficult to serve than others (e.g., hilly vs. flat)
e City fees - jurisdictions may add franchise fees and other fees to the solid waste rate
e Rate structure - The differential between different service levels (e.g. whether two 32
gallon cans cost twice as much as one 32 gallon can) is a matter of public policy and varies
from jurisdiction to jurisdiction
* Balancing Account - As noted above, jurisdictions with higher rates may be choosing to
temporarily maintain a positive balance while jurisdictions with lower rates may be
choosing to temporarily maintain a negative balance

On average, customer rates in the SBWMA jurisdictions have increased 5% per year since 1997.
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Customer Rates
. 1YDBin  1IYDBin = 3YDBin © 3YDBin .
Jurisdiction 30-35Cal. 60-64Cal. 90-96Gal] Lyweek - 3yweek  Dyfweek  3wweek [Rec.Freq. YWFreq.  Sort
City of Alameda” § 2718 7791 5 529518 8600 § 21270 § 25800 §  597.99 |[Weekly Weekly Single
City of Erreryville® $ 104 5 208 $ 3B 6156 § 18472 § 18472 $ 56414 [Weekly Weekly  Single
ICity of San Leandra* $ 1809 § 3010 § 4211}$ 931 $ 23976 § 2076 $ 71929 [Bi-weekly Weekly Single
Oro LapwSanitary District* $ 4B § 2005 % WB7BIS 6650 $ 18615 § 17712 $ 49613 [Bi-weekly Weekly Multiple
City of Millbrae $ 1990 § 3980 § 5970]$ 16674 § 50723 § 30540 § 93465 |Weekly Biweekly Multiple
[City of South San Francisca $ 1947 8 428 § 6717]8 11869 § 3607 § 26697 $ 80090 [Bi-weekly Semi-monthl Multiple
Ctiy of Morgen Hill $ N2 N/AS U N/A N/A § 24546 $ 68945 [Biweekly Weekly  Multiple
ICity of Cupertino $ 1831 § 3662 § 5693 N/A N/A' $ 17090 $ 51270 [Weekly Weekly  Single
ICity of Mountein View $ 1500 § 3000 § 4500{$ 6780 $ 28065 § 2AB35 $§ 63775 (Biweekly Weekly  Single
[City of Ddly Ci $ 1640 N/A N/A|S 11747 § 31562 $ 32044 § 91685 |Bi-weekly Semi-monthl Multiple
Town of Atherton $ 868 $ 4736 § 7030($§ 9900 § 29700 3 .00 X i- ly Bi-weekly Multiple
ity of Belmont $ 16055 328 § 4982($ 7695 $§ 23769 § 23085 $§ 71820 {Bi-weekly Bi-weekly Multiple
ity of Butingame $ 1254 S 2508 § 374l$ 7916 § 2699 § 2749 $ 7409 [Biweekly Biweekly Multiple
ity of Eest Palo Alto $ 2513 § 5026 § 77.101% 15419 § 35903 § 3B77 § 83066 [Bi-weekly Bi-weekly Multiple
air Oaks $ 1805 § 3610 § B415¢% 7624 $§ 20873 § 20872 $ 68617 [Bi-weekly Bi-weekly Multiple
ty of Foster Clty $ 1261 § 252§ 3FAB|S 6049 S 18147 $ 18147 $ 54441 [Bi-weekly Biweekly Multipie
own of Hillsborough $ 2171 S D42 $ 64481 6895 S 20686 $ 20686 § 6205 [Bi-weekly Biweekly Multiple
ity of Menlo Park $ 1274 § 380 $ 4515(8 S577 $ 17401 $§ 16732 § 54524 |Biweekly Biweekly Multiple
ty of Redwood City $ 1816 § 3219 § 4569}$ 6986 $ 2095 § 2957 $§ 62875 [Biweekly Bi-weekly Multiple
ity of San Carlos $ 15078 207 $ 4761]$ 669 $ 208N S 0088 $ 62675 |Biweekly Biweekly Multiple
ity of Sen Mateo $ 10508 2809 § 3530{$ 7017 $ 2669 § 21051 $ 65007 |[Biweekly Biweekly Multiple
est Bay Savitary District $ 1523 § 3046 5 452208 9861 S 22964 § 2839 $ 56131 [Bi-weekly Bi-weekly Multiple
iy of Albary* S 2w § B3 Sid] ; 57 Wekly —Wekly — Single
ity of Berkeley* $ 193 $ 3870 § S806{$ 7925 $ 24965 § 2775 § 74893 [Weekly Biweekly Multiple
ty of Dublin® $ 1217 § 2235 § 3234|S 4946 $ 15202 § 13036 § 41278 [Weekly  Weekly Single
of Frement $ 241§ 2444 $ 3B/S51|$ 0B $ 17502 $ 13676 § 4078 [Weekly Weekly  Single
of Hiyward® $ 1647 $ 2940 $ 420|S 67293 § 18958 § 17996 § 50223 [Weekly Weekly  Multipie
ity of Livermore $ 12128 2666 § 4424[$ 567 $ 17775 $ 17091 § 545 [Weekly Weekly  Single
tty of Newerk $ 17088 025 § 4341|$ 6697 § 1847 $ 17717 § 48518 [Weekly Weekly  Multiple
City of Cakland® $ 2158 $ 4703 § 7247($ 11340 $§ 36090 § 20731 § 9714 [Weekly Weekly  Multiple
ity of Piedimont* $ 2019 N/A N/AJS 11301 § 31137 § 20904 § 93411 (Weekly Weekly Muitiple
City of Pless.anton® $ 2004 N/AS 2230{$ G5 § UMW $ 2039 $ 72959 [Weekly Weekly  Dirty MRF
ty of Urion City $ 732§ 47408 74B|$S B § 2030 § 0756 $ 50209 [Weekly Weekly  Single
ity of Orincla $ 1982 § 3964 § 5946|$% 11650 $ 34950 § 34950 $ 1,04850 [Weekly  Weekly Single
City of Léfayette $ 276§ 913 § 5550|S 10006 $ 30018 § 30018 $ 054 |Weekly Weekly  Single
own of Moraga $ 1666 § 332 § 4998)$ 1057 $ 30771 $§ 371 § 9313 {Weekly Weekly  Single
ty of Surwyyvale $ 205 $ DI S PIFIS MT6 S 26847 § 19988 $ S8 [Weekly Weekly  Sphitecart
ity of Walrmt Creek $ 1238 8 2476 $ 3704|$ 5400 § 16200 $§ 16200 $ 48600 [Weekly Weekly  Single
own of Daxwille $ 1590 $ 3180 § 4770}$ 10965 $§ 32895 § 32895 § 98685 [Weekly  Weekly Single
ity of Brisbare $ 1567 $ 3174 § 4761|$ 12330 § 36990 § 280 $ 68411 [Weekly Weekly Multiple
CCSWA-Unincorporated $ 1590 § 3180 § 47701$ 10141 $§ 30423 § 30423 $ 91269 [Weekly Weekly Single
fty of Campbell $ 1806 $ 3211 $ 4616 N/A N/A $ 19289 § 48488 [Weekly Weekly  Multiple
‘own of Los Gatos $ 1575 § BV $ 50339 N/A N/A $ 22079 § 56052 {Weekly  Weekly Multiple
City of Monte Sereno $ 2076 $ 4152 $ 6228 N/A N/A $§ 2419 $§ 59059 {(Weekly  Weekly Muitiple
City of Saratoga $ 1793 § 3587 $ 53.80 N/A N/A' $ 24523 $ 64593 {Weekly Weekly Multiple
ity of Milpites N/A N/A'$S %5|$ 6648 $§ 15877 § 14428 §  4(B74 [Weekly Weekly  Multiple
City of Belvedere $ 2673 N/A § 6748($ 13272 § 36585 N/A N/A [Weekly Biweekly Multiple
ty of Corte Madera $ OB S MV $ 6647|$ 10848 § 27BS6 N/A N/A [Weekly  Biweekly Multiple
of Fairfax $ 18208 3640 $ 5460|$ 10690 $§ 25075 $§ 25335 $§ 65630 |Weekly Biweekly Multiple
City of Mill Valley $ 2634 $ 4397 § 6158($ 11663 § 31394 N/A N/A |Weekly  Bi-weekly Multiple
City of San Anselmo $ 769 $ %539 $ 5308 N/A N/A $§ 29019 $§ 057 |Weekly Biweekly Multiple
City of Tiuron $ 25218 458 $ 6619|s 192 § W N/A N/A [Weekly  Biweekly Multiple
City of Richmond $ 2B S B S 6504)S 16340 $ 41049 § 3660 $ 99730 |Weekly Biweekly Single
ity of San Pablo $ 218§ 4239 § 62.081$ 17553 $ 44235 § 40318 $ 110116 |Weekly  Biweekly Single
of E Cerrito $ 2.0 $ 46018 N/A}S$S 14257 N/A N/A N/A |Weekly  Bi-weekly Single
ity of Hercules $ 2282 $ 4005 $ S770]S 18587 $§ 46723 § 42491 § 115653 [Weekly  Bi-weekly Single
ity of Binole $ 2468 375 8 5748 17511 $ 44152 $ 4234 § 109855 [Weekly Biweekly Single
incorp.-West Contra Casta $ 2441 8 4689 § 6984;% 16555 $ 41686 $ J20M4 $ 101317 [Weekly Biweekly Single
ity of San Rafael $ 1990 $ 3980 § 3970|$ 12170 § 36545 § 24425 $ 63930 {Weekly Bi-weekly Multiple
Gallinas - County $ 1745 $ 90 $ 5235}$ 12500 $ 37525 § 25290 § 70680 |Weekly  Bi-weekly Multiple
ty of Larkapur $ 2010 $ 4020 $ 6020|$ 12745 § 38225 $ 60 § 67125 |(Weekly Biweekly Multiple
City of Ross $ 1930 § 3860 $§ 5790 N/A N/A S 2479 $§ 74375 |Weekly Biweekly Multiple
Valley Senitary District $ 1715 § 30 $ 5145)% 14100 $ 35735 $§ 21810 § 57270 |Weekly  Bi-weekly Multiple
ounty - Marin Franchisors' Group |$ 1740 § 3480 $ 5220 N/A N/A § 22865 $ 59706 [Weekly  Bi-weekly Multiple
GityAv 1886 3 A9 S 5072 8 978 §  26s § 204§ 7717
WMA Aver p 1679 »i3}.68 50.79 81.36_ 233.05 2540 § 667814
*I tion obtained th h the Alamed EounlyWubeMamgmt.\uﬂnrityOctobamEimu\dServicaSurvey

All other rates provided to HF&H by jurisdiction staff in October 2005.
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