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South Bayside Waste
Management Authority

A Public Agency

MINUTES
SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY
MEETING OF THE BOARD OF DIRECTORS
January 23, 2014 — 2:00 p.m.
RethinkWaste Board Room at the Shoreway Environmental Center

Call To Order: 2:09 PM
1. Roll Call
Agency Present Absent | Agency Present | Absent
Atherton X Menlo Park X
Belmont X Redwood City X
Burlingame X San Carlos X
East Palo Alto X San Mateo X
Foster City X County of San Mateo X
Hillsborough X West Bay Sanitary District X
2. Public Comment
Persons wishing to address the Board on matters NOT on the posted agenda may do so.
Each speaker is limited to two minutes. If there are more than five individuals wishing to speak during public comment, the Chairman will draw five speaker
cards from those submitted to speak during this time. The balance of the Public Comment speakers will be called upon at the end of the Board Meeting.
If the item you are speaking on is not listed on the agenda, please be advised that the Board may briefly respond to statements made or questions posed as
allowed under The Brown Act (Government Code Section 54954.2). The Board's general policy is to refer items to staff for attention, or have a matter placed
on a future Board agenda for a more comprehensive action or report and formal public discussion and input at that time.
None
3. Approval of Consent Calendar:
Consent Calendar item(s) are considered to be routine and will be enacted by one motion. There will be no separate discussion on these items unless
members of the Board, staff or public request specific items be removed for separate action. Items removed from the Consent Calendar will be moved to the
end of the agenda for separate discussion.
A. Adopt the November 21, 2013 BOD Meeting Minutes
B. Resolution Accepting the FY1213 Annual Financial Statements
C. Receipt of Recology and SBR Monthly Reports
Motion/Second: Brownrigg/Carlton
Voice Vote: All in favor
Agency Yes | No | Abstain | Absent | Agency Yes | No | Abstain | Absent
Atherton X Menlo Park X
Belmont X Redwood City X
Burlingame X San Carlos X
East Palo Alto X San Mateo X
Foster City X County of San Mateo X
Hillsborough X West Bay Sanitary District | X




New Business:
A. Election of Board Officers for 2014

Member Brownrigg asked if the interim Chair and Vice Chair wanted to stay in their positions.

Both Chair Widmer and Vice Chair Dehn answered affirmatively.

Member Carlton made a motion to keep the interim Chair and Vice Chair as 2014 Executive Committee.
Member Brownrigg seconded the motion.

Voice Vote: Allin favor.

B. Mid-Year Review of FY1314 Annual Operating Budget

Executive Director McCarthy gave a PowerPoint presentation on the mid-year budget results, and a high
level overview of the budget process.

Member Carlton asked what percentage of the operating budget is fixed.

Executive Director McCarthy answered that north of 90% is fixed, noting that once you go through the
prescribed process of contractor compensation those numbers are set. He added that 3-4% is
discretionary.

Member Brownrigg asked what the Board’s policy for deciding how to designate unreserved cash.

Executive Director McCarthy noted that the cash reserve policy recommends that if it’s one time funds,
the money goes to one time purposes.

Member Brownrigg asked what the process would be for designating those funds.

Executive Director McCarthy stated that the expectation would be that staff would come to the Board as
part of the FY15 budget process with recommendations.

Chair Widmer asked if there are any off balance sheet liabilities that should be considered.

Executive Director McCarthy mentioned the only outstanding project is the underground storage tank
project mentioned at the November Board meeting, and staff will be coming back with estimated costs
and issues with replacing the underground storage tank fueling system as part of the next budget.
Chair Widmer wondered about the possibility of paying off bonds.

Executive Director McCarthy committed to bring back a list of options for the unreserved balance. He
also noted that the call period for the bonds is 10 years (i.e., on or after September 1, 2019), so it is

another 5 to 6 years before paying off bonds early is an option.

Member Olbert requested a discussion separate from the budget on reserve policy, noting that reserve
balances seem high.

Executive Director McCarthy noted that the previous Board just reduced reserve levels last year, but that
this Board could also review.



Member Benton added that policy discussion should happen prior to budget discussions, and
recommendations for use of the unreserved balance should be part of the FY15 budget and not a
separate discussion.

Executive Director McCarthy noted that that was staff's assumption as well.
Member Olbert asked if performance was tracked on a margin analysis basis.

Executive Director McCarthy answered yes when developing tipping fee assumption there is a margin
analysis. He noted that Shoreway public rates have a significant margin which helps offset the cost of
franchise fees.

Member Olbert requested that a margin summary be included in the future.

Member Benton asked for clarification on what is the driving factor between revenue going up and the
bottom line going down, noting that the cost for SBR seems to be going up faster than the revenue.

Staff Moran answered that there are two parts to the equation, one is volume which passes equally to the
revenue and cost side, but the second is rates, rates have to be estimated on the revenue side and the
cost side. He noted that the SBR 2014 final rates were unknown when the budget was approved in June
2013. He added that SBR's rates were underestimated in the FY14 budget especially on the
transportation side. He concluded that the difference in rates is the biggest reason why expenses are
going up higher than revenue.

Member Benton asked for clarification if that rate was approved by the Board at some point in the
process.

Staff Moran answered yes, in September 2013 the Board approved the 2014 rates, but the budget is done
with estimates in June 2013.

Executive Director McCarthy added that rates are formulaic based on formulas in the contract, and noted
that this particular variance is related to the transportation of C and D materials to Zanker Road facility in
San Jose. He pointed Board Members to the staff report noting a dispute with Zanker Road and
associated legal expenses. Zanker Road changed the specifications for what is acceptable material, and
that change is driving up Shoreway operating expenses.

Chair Widmer questioned how the rate stabilization fund was used.

Executive Director McCarthy answered that typically the rate stabilization fund has been tapped into in
very severe situations like the collapse of commaodity prices in 2008, when a several million dollar transfer
was made in order to meet bond covenant requirements.

Chair Widmer suggested looking at the rate stabilization fund differently to help offset this kind of
fluctuation in estimates being off.

Executive Director McCarthy noted that typically estimates are very accurate, but a contract dispute
couldn’t be predicted.

Vice Chair Dehn asked if HHW program costs are completely pass through.



Executive Director McCarthy answered yes, completely pass through.

Vice Chair Dehn noted the under budget total in the programs budget, but asked for clarification on
programs that are carried over from year to year, questioning if spending was to the level budgeted.

Executive Director McCarthy pointed Board Members to page 5 of the staff report, and noted that all
program budget items are revisited each year and built from zero. He noted that if there isn’'t any money
spent in a particular line item it’s because the expense hasn't hit yet, or the invoice hasn’t been paid yet.

Member Benton asked about the commodity prices, and what some of the different materials in table 5b
were, and if it was possible to increase the volume of higher priced commaodities we receive.

Executive Director McCarthy answered that aluminum is often pulled out for school drives, or by
scavengers before it reaches our facility, but also added that the state subsidizes CRV items aluminum
and PET, so the price you see in that table are not true market prices.

Member Benton noted that commodity revenues looked like they were all about the paper and cardboard.
Executive Director McCarthy answered that as packaging changes it affects commodity revenue noting
that in the last 10 years there has been an economic shift to online shopping which has increased the
amount of cardboard in the commodity market, and the mix keeps changing.

Chair Widmer requested that percentage of time staff spends in each of their work categories be included
in next year’s budget process.

Member Benton asked if public organic rates were set to cover the cost of processing those tons.

Executive Director McCarthy answered yes, the charge for public organic material is $24/ton, and the cost
to process is $21.73.

C. Discussion on Cost Allocation Methodology in Member Agency Franchise Agreements
with Recology San Mateo County

Member Olbert requested clarification on the source of interest in fixing allocation.

Chair Widmer noted that he supported looking into fixed allocation because he would like to see more
rate stabilization and less variability. He added if fixed allocation isn’t agreeable then perhaps changing
the data collection period to be more spread out, rather than just the once per year 4 week period.
Member Benton noted that long term Hillsborough would likely not support a change.

Staff Moran and Staff Feldman gave an overview presentation on the Recology Cost Allocation process.

Member Carlton asked where the formula for compensation comes from.

Staff Moran answered that it is a very detailed and explicit formula in each Agency’s Franchise
Agreement.



Executive Director McCarthy added that it is a standard of practice in the industry to use indices based
compensation, and that all of the companies that bid on the contract had a chance to review the formula.

Member Olbert asked for clarification on how the contract addresses growth in any particular Agency.

Staff Moran answered that the contract included two service level adjustments to address growth, one in
2011, and one in 2013 based on 2012 statistics. He noted that after that, there is no service level
adjustment, and if there is growth it’s a risk the contractor takes as their costs are going up but their
compensation is fixed by the formula. He also added if businesses close and the economy shrinks, they
could also benefit.

Staff Feldman continued with the presentation noting the potential benefits and pitfalls of fixing the
allocation.

Chair Widmer noted that he disagreed that member agencies with higher than CPI growth would be
subsidized by those with lower than CPI growth, noting that Atherton has had negative growth for many
years and has fewer and fewer accounts, yet the rates are going up.

Member Kiesel asked if there was an excel document with detail of the process.

Staff Feldman answered that there are a series of excel spread sheets that make up Attachment N of the
Franchise Agreement, which is what the Board approves each year.

Member Benton commented that he thought the critical element was how accurately the data is collected,
noting that its complicated nature suggests a risk factor, and that the allocation system may be fine, but
the accuracy of the data needs improvement.

Staff Feldman noted that there is an annual audit of reporting and financial data. He also added that in
2014 we will be adding a field data audit.

Chair Widmer noted that he thought the Board could make better decisions with fixed allocation because
it takes away the jurisdictional thought process.

Member Olbert commented that all Agencies are benefited by and hurt by things outside of the Board’s
control.

Executive Director McCarthy noted that the staff report mentions a revenue side to the discussion that
keeps costs and revenues in sync. Noting that if an Agency experiences high growth, they will see a
higher percentage of allocation, but they will also see higher billed revenue.

Mario Puccinelli gave a Power Point presentation explaining issues affecting allocation, noting that he
thought fixing cost allocation would eliminate volatility in the process.

Member Olbert asked if the GPS software on the trucks keeps track of what agency a truck is in.

Mario Puccinelli answered that it keeps track of the address in the Recology customer service data base
that it is servicing.

Member Brownrigg asked if all the data was collected all the time.



Mario Puccinelli answered yes.
Member Olbert noted that it seems there is a big data feed, but the numbers aren’t crunched.

Mario Puccinelli answered yes, noting that it would require increased time on the part of the managers to
do additional number crunching.

Chair Widmer asked if was possible to automate running totals.

Member Olbert suggested that staff work with Recology on what would be involved in using an increased
data collection time period and come back to the Board with a proposal. He also noted that factoring in
increased time could result in amending the contract to take that into account.

Executive Director McCarthy commented that staff would work with Recology, but Recology would have
to do the work, and they would have to come back with the proposal. He noted that Mario raised a lot of
good points about factors that influence allocation, and added that maybe some of those influencers could
be flattened out by using a larger data pool. He also added that the annual route assessment data is
going to be critical in 2017, when the Board decides whether to extend the contract or not. He
recommended hiring an outside firm when that time comes to benchmark Recology’s costs, so the
information about what it will cost to extend the contract will be available, noting that if the allocation does
get fixed, it is still critical to collect the data.

Member Brownrigg asked if the data is proprietary.

Mario Pucinelli answered that it is part of public record when it's put into the annual report.

Member Brownrigg commented the Burlingame shares Atherton’s concern about bouncing rates, and
noted that he was in favor of a balance of fixing cost allocation but then trueing up actual data every two
to three years. He also asked how much it would cost to automate analyzing the data.

Member Benton asked how is the data collected from the truck.

Mario Puccinelli answered that it’s based on GPS but also the account address. When a driver collects
an address a button is pushed and the event is recorded, and when a driver crosses from one jurisdiction
into another based on GPS the software records the time.

Member Brownrigg asked if this recording happens every day, or just during the four week period.

Mario Puccinelli answered every day.

Member Benton asked about the 3 minutes per day difference example and asked if what caused the 3
minute variance over last year could be explained.

Mario Puccinelli answered no, it's not possible to analyze.
Member Benton noted that April could be a peak month for green waste, and green waste is a big cost

component in Hillsborough, and reiterated that the desire not to be dependent on such a narrow time
period.



Member Olbert suggested getting a more robust data set to average out things like trucks breaking down,
and would like to look at how much it would cost to use the data collected daily to allocate the cost.

Vice Chair Dehn agreed, would like to look at the cost associated with using the data that is already
collected daily.

Chair Widmer commented that he thought it would be helpful for the Board to understand how the on
board computer system works, and the data that is collected. Noting that once there is an understanding
of what data is collected the Board can assess whether or not it would be appropriate to request a larger
data set.

Executive Director McCarthy pointed out that the Recology annual route assessment is 3 months away,
so work on any change would need to be done fairly quickly but Recology also needs to be prepared to
do the same thing they've done, so that that rate setting process isn't affected.

Member Dehn asked what Recology does differently during that 4 week period in terms on data
collection.

Mario Puccinelli answered nothing; it's just the crunching of the data that happens with those 4 weeks of
numbers.

Executive Director McCarthy asked if it was possible go back in time to look at the data, wondering if
there was any way to compare the data from last year’s 4 weeks to a period of 8 or 10 weeks last year, as
a beta test.

Mario Puccinelli wasn’t sure, but would check.

Executive Director McCarthy noted that he thought the timing of this conversation was good, noting that
Recology wouldn’t be prepared to share what they shared during the first couple years of the contract.
He also noted that no matter what the Board decides the rates will be much more stable than they were
the first couple years of the contract, because there were many issues outside of Recology’s
compensation that all of the agencies had to deal with.

Member Benton asked what weeks in the spring the annual route assessment happens.

Staff Feldman answered it’s the last two weeks of April and the first two weeks of May.

Member Brownrigg asked for a commitment ahead of time about how long the Board meetings were
going to run.

Member Brownrigg now absent, there is no longer a quorum.

Staff Updates — For informational purposes only.
a) Update on Labor Issues

Dwight Herring reported that SBR has had 5 meetings with Local 350 and made significant progress, and
the next meeting is scheduled for 2/3.



Mario Puccinelli reported that Recology has also had 5 meetings, the last one with a Federal Mediator.
He added that they have tentatively agreed on several items and the next meeting is 1/28.

b) Potential Future Board Agenda ltems

Executive Director McCarthy noted that this is a standing item in the Board packet, noting that Board
members could use this item as a tool particularly in the budget process.

Member Olbert suggested adding discussion of duplication of efforts between Agency Staff and SBWMA
staff, to minimalize duplication of effort. He would also like to see a discussion on increasing commercial
diversion; cash reserve policies, and a discussion on what the Board packets look like, to reduce the size.

Chair Widmer noted that he had spoken to Executive Director McCarthy regarding the packets, and that
once the Board has more experience some of these items start to go away, and more items can be added
to the consent calendar. He also added that he would like to see a JPA change to have a 2 year
commitment from Board Members.

Member Olbert suggested that all Board members allocate time to sit down with the Executive Director to
take the time to become more educated.

Member Carlton noted that she likes getting the background and the detail in the numbers, and
understanding where it comes from.

Vice Chair Dehn added that she would like to have a better understanding of the TAC and making sure
there is no redundant process.

c) Results of 2013 4th Quarter Recology Franchise Agreement Contamination Measurements
for Loads of Recyclable Materials, Organic Materials, and Plant Materials

d) Update on 2014/15 Franchise Rate Setting Process

Executive Director McCarthy noted that this is also a standing staff report starting in January and going

through the rate setting season. He added that it will give Board members a detailed description of when

they can expect to see rate related documents.

e) Recycling and Outreach Programs Update
f) Shoreway Operations and Master Plan Update

Board Member Comments

Adjourn 4:26PM



