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WaSte THURSDAY, January 28, 2016 at 2:00 p.m.

South Bayside Waste San Carlos Library, Conference Room A/B
610 Elm Street, San Carlos, CA 94070

A Public Agency
1. Roll Call
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.

2a. Adjourn to Closed Session — Pursuant to Government Code Section 54954.5: Public Employee Appointment
Interim Executive Director.

2b. Report from Closed Session
THE REGULAR PORTION OF THE MEETING IS ANTICIPATED TO START AT 2:15 PM

2C. Roll Call
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.

Adopt the November 19, 2015 BOD Meeting Minutes

Adopt the January 18, 2016 BOD Special Meeting Minutes
Resolution Accepting the FY1415 Annual Financial Statements
Resolution Approving Revised SBWMA Investment Policy for 2016
Approval of Quarterly Investment Report as of 9/30/15

moow>

4, Administration and Finance
A. Appointment of Hilary Gans as Interim Executive Director During Recruitment Process for an Executive
Director for SBWMA (Approval Item)
B. Election of Board Officers for 2016 (Approval item)
C. Resolution Accepting Mid-Year Review of FY1516 Annual Operating Budget (Approval item)
D. Consideration And Approval Of Resolution Authorizing Contract For The Recruitment Of Executive Director
Or, In The Alternative, Provide Board Direction On How To Proceed With This Recruitment (Approval item)

5. Collection and Recycling Program Support and Compliance

A. Consideration of Approval of Final Plan and Recommended Process for Supporting Member Agencies with
Future Franchise Agreement Decisions (Approval item)

B. Staff Update on Implementation of Commercial Recycling Hauler Reporting System Ordinance
(Informational item)

6. Shoreway Operations and Contract Management
A. Update on Organics Recovery Project Work with Silicon Valley Clean Water (Informational item)

7. Informational Items Only (no action required)
A. 2016 Finance and Rate Setting Calendar
B. Check Register for November and December 2015
C. Technical Consulting Contracts for 4 Quarter 2015

MEMBER AGENCIES
ATHERTON * BELMONT * BURLINGAME * EAST PALO ALTO * FOSTER CITY * HILLSBOROUGH * MENLO PARK * REDWOOD CITY
* SAN CARLOS * SAN MATEO * COUNTY OF SAN MATEO * WEST BAY SANITARY DISTRICT



D. Potential Future Board Agenda Items
8. Board Member Comments

9. Adjourn

MEMBER AGENCIES
ATHERTON * BELMONT * BURLINGAME * EAST PALO ALTO * FOSTER CITY * HILLSBOROUGH * MENLO PARK * REDWOOD CITY
* SAN CARLOS * SAN MATEO * COUNTY OF SAN MATEO * WEST BAY SANITARY DISTRICT
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South Bayside Waste
Management Authority

A Public Agency

DRAFT MINUTES

SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY
MEETING OF THE BOARD OF DIRECTORS
November 19, 2015, 2015 - 2:00 p.m.

San Carlos Library Conference Room A/B

Call To Order: 2:02PM

1. RollCall

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

Alternate Member John Root Represented Burlingame
Alternate Member Art Kiesel represented Foster City

2. Adjourn to Closed Session — Pursuant to Government Code Section 54957.6: Conference with Labor
Negotiators Agency designated representative: Robert J. Lanzone Unrepresented employee: Executive

Director.
3. Regular Session CTO: 2:33PM
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

4. Report from Closed Session
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Counsel Lanzone reported that the Board of Directors authorized a personnel committee to be established
directed by the Chair and the Executive Committee will act as a personnel committee to select an interim
Executive Director.

5.  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.

lliana Rodriguez representing the Human Services Agency of County of San Mateo spoke to the Board
about the partnership with VRS, and the challenges the program is facing in providing a reliable labor
source to SBR. She noted that due to the low unemployment rate in the County, currently at 2.8%.  The
County’s pool of labor they are able to provide to SBR is shrinking. She added that the County remains
committed to the contract, and over the next few weeks they will be meeting with SBR to see what can be
done to right size the contract given the current economics.

Chair Widmer asked that a status updated be given to the Board at the January meeting as to how the
meetings with SBR went.

6. Executive Director’s Report

Executive Director McCarthy spoke about his time and his family’s time at SBWMA. He noted that it's both
been the most challenging and rewarding job of his career, and that it is hard to leave.

The Board Members all individually thanked Executive Director McCarthy for his hard work, dedication and
leadership and congratulated him on his new endeavor.

Mario Puccinelli of Recology added his thanks and appreciation.

Dan Domonoske of SBR also thanked and congratulated Kevin. He also noted that SBR continues to be in
dialogue with the County to look for solutions to the challenges that face the staffing levels in the MRF.

Member Carlton absent at 2:48 PM

7. 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 October 22, 2015 BOD Meeting Minutes

B.  Consideration of Approval of Extended Producer Responsibility Framework

C.  Approval of 2016 Board Meeting Calendar

D.  Consideration of Approval for a Contract with JR Miller & Associate for Preliminary Architectural
Design of a Transfer Station Building Expansion

Member Root noted he would abstain from 7A.
Member Aguirre made a motion to approve the consent calendar.
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Member Stone seconded the motion.

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 7A San Carlos X

East Palo Alto X San Mateo X

Foster City X County of San Mateo X

Hillsborough X West Bay Sanitary Dist. X

8.  Administration and Finance
A.  Discussion on Board Agenda-Setting Process and Procedures (Discussion item)
Chair Widmer introduced the item, noting that Member Olbert requested a discussion be brought forward on
how items get brought to the Board, and he wanted to have a discussion on whether the board wanted to
keep the process currently used or adopt a more formal approach.
Executive Director McCarthy summarized the staff report noting that the process in place goes beyond the
requirements of the JPA agreement. He also noted that the Executive Director in collaboration with the
Executive Committee sets the agenda, and if a Board Member requests an item be brought forth for
discussion it is put on a future agenda, so it has been a very open and collaborative process.
Member Olbert stated that he thought the open and informal process was a good way of engaging
collaboration, but noted that it could have a downside if one person’s agenda is driving the Board's
discussion. He suggested that if an issue is brought up to the Executive Director and there is push back,
that the board agree as a body to honor that push back, and bring it up in Board comments to get broader
feedback before the item is placed on the agenda.
Chair Widmer suggested bringing up any potential agenda items under potential future Board agenda items.
Member Olbert noted that that process would be consistent with what he was talking about and asked for the
Executive Director’s feedback.
Executive Director McCarthy commented that he thought this was a good process, and thought it was a good
idea to get feedback on potential future agenda items.
9. Collection and Recycling Program Support and Compliance

A. Discussion on Draft Plan and Recommended Process for Supporting Member Agencies with Future
Franchise Agreement Decisions (Discussion item)

Executive Director McCarthy introduced the item and gave a brief history. He noted that each Member
Agency has a big decision about whether to extend their current Franchise Agreement coming up in 2017.
He added that the JPA has historically been the agency responsible for helping the Member Agencies
collectively come to common terms about services and programs. He stated that the document attached to
the staff report lays out a set of assumptions about how to progress as a JPA to develop the important
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documents each Member Agency would need to move forward with a decision. He also added that the
document is very sensitive to the fact that all of the Member Agencies have separate Franchise
Agreements. He commented that the document lays out a critical timeline so that each Member Agency
could start their own internal process and not get caught with a short time frame to make a decision.

Member Benton asked if the process will lead to a Board vote to extend or not.

Executive Director McCarthy gave a brief history of the 2005 decision to go to an RFP process, where all of
the Board Members checked in with their councils and reported back to the JPA. He thought that a similar
process could occur with this decision as well where the JPA Board makes a non-binding vote
recommendation to the Member Agencies.

Chair Widmer questioned if the first item, building the financial base line, would include bids from Recology
for the 2020-2030 time frame.

Executive Director McCarthy answered that the timeline between now and the Spring is to get information
from Recology on their current actual cost of operations, and get a base line to see if there are any
significant variances between what their costs are and what they are being paid. He added that the future
model that would show the expected future collection costs would be further down in the road in 2016. He
noted that each Member Agency would have numbers for their own community about what future costs
would look like.

Chair Widmer reiterated that the Member Agencies need to know if Recology is taking strong exception to
anything before a decision is made.

Executive Director McCarthy agreed.

Member Benton asked when Recology would be ready to come to the Board to request the extension, and
give the Board a range of costs for future agreements, and have a macro look at the future agreements.

Executive Director McCarthy noted that between now and the spring of 2016 Recology will have to come
forward with what they want in the next contract, and the macro look would happen then. He added that
based on the comments today, staff would be coming back to the Board in January with an approval of this
schedule, and it will turn into staff work for the balance of the fiscal year, and budget assumptions in the
Spring.

10. Shoreway Operations and Contract Management
A.  Consideration of Shoreway Facility Tipping Fee Adjustments Effective 1/1/16 (Approval item)

Executive Director McCarthy introduced the item, and noted that the franchised tipping fees assumed in the
FY1516 budget have remained unchanged. He added that staff is comfortable with theses tip fee
increases, and the minimum bond covenant requirements will be met. He also noted that there have been
operational issues that have cost more money than expected, and commodity prices have not been great
so this adjustment is just at the bare minimum threshold to meet the bond covenant requirement. He then
added that some small adjustments to the public tip fees are also proposed as well.
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Member Benton asked if it was prudent to make a decision to be this tight on the bond covenant
requirement.

Executive Director McCarthy commented that staff is comfortable with this tipping fee adjustment because
there is also some undesignated cash in the budget, and the liquidity to make a transfer if necessary. He
added that staff was conservative when making the tip fee adjustment recommendations.

Member Benton asked for confirmation that the bond covenant permits a transfer of funds.
Executive Director answered yes.

Chair Widmer commented that when the Board last discussed tip fee adjustment with the budget there was
discussion among many Board Members around keeping the adjustments as low as possible. So, the
numbers have been brought down by close to a percentage point.

Executive Director McCarthy added that table 3 of the staff report shows the collection rate impact by
Member Agency of the tip fee adjustments as requested by the Board at the time of the budget discussion.

Staff Fakira commented that staff feels confident with this adjustment, the ability to transfer if necessary,
and noted that staff feels like this is a conservative approach.

Member Benton commented that he prefers more frequent step increases, as opposed to big increases,
and questioned if staff had looked ahead to the next year or two given the changing dynamics of the
market.

Executive Director McCarthy answered that staff has projected all the way through 2016, but there is an
unknown with the commodity market especially with plastics and glass, and that is the major risk. He added
that staff has been pretty conservative with the commaodity prices estimates used to make this tip fee
recommendation.

Chair Widmer suggested revisiting the conversation regarding current reserve levels at a future Board
meeting if the board was uncomfortable.

Member Benton noted that he was fine with the rate stabilization fund, and the ability to make a transfer.
Member Benton made a motion to approve the tip fee adjustments for 2016

Member Bonilla seconded the motion
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
Hillshorough X West Bay Sanitary Dist. X
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B. Consideration of Approval for South Bay Recycling to Lease Two End-Dump Tractor Trailers for Glass
Hauling (Approval item)

Staff Gans introduced the item, and noted that it was a follow up item to the discussion from last month
on glass issues. He noted it is a two part item; one the resolution to approve leasing two tractor
trailers and added, that it was originally proposed that SBR purchase the tractor trailers, but now staff
recommends leasing, because it provides more flexibility. And two, the discussion on additional items
as a result of the glass issue, which were in the staff report analysis section. He noted that the glass
situation is evolving and further items will be coming back to the Board for discussion, as solutions are
found to deal with the changing requirements of the glass processor, and the glass markets.

Chair Widmer asked about the cleaning of the glass.

Staff Gans answered that there is only one glass processor in the state of California, so whatever they
say goes, and we want our glass to be on the better end of their quality spectrum. So there will be a
capitol expense in the future, but staff is looking at making improvements to the entire system, and
once those recommendations are ready there will be a Board discussion and further decisions to be
made.

Member Olbert asked how the battery stream pulled out of the glass is different from the battery
stream currently being recycled.

Staff Gans answered that the difference is in the purity of the material. When the batteries are
removed from the glass stream with a magnet it is still loaded with lots of other material type because
everything small in the MRF system, ends up in the glass.

Member Benton asked what the error rate is for items that are miss-sorted by the residents.

Staff Gans answered that it is difficult to answer because it's on a material by material basis, and it's
about the MRF equipment and how that works, and used the example of shredded paper being small
and ending up in the glass, and noted that when the MRF was built there wasn’t as much shredded
paper in the commercial or residential stream, and noted that there is that kind of story for all the
different commodities.

Chair Widmer asked for a breakdown of the $260,000 costs in the staff report.

Staff Gans answered that it is all transportation costs in driver time, it is a costly run because Fairfield
is a little bit further than twice as far as San Leandro was and it is very congested, so it's further and
takes more time.

Chair Widemer asked what the return on investment would after adding all of this up and looking at the
commodity revenues.

Staff Gans answered that it's not a good story, and noted that glass is something the SBWMA pays to
recycle. He noted that it costs $27 a ton for the recycler to receive the glass, but if the $27 a ton is not
paid then the SBWMA doesn't receive the CRV money from the state. He added that with the state
refund it's about a break even scenario.
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Member Olbert asked about education along the lines of choices consumers make, and if the situation

was the same with regards to plastic bottles.

Executive Director McCarthy answered no, the situation wasn't the same with plastic bottles, but
suggested adding a staff update in the future to give the Board a profile of the different types of
packaging and the economics of each. He added that glass is 20-25% of the total diverted tons from
Shoreway, so even if it is break even, it is still better economics than sending it to the landfill.

Member Stone made a motion to approve SBR’s lease of two tractor trailers

Member Aguirre seconded the motion
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
Hillshorough X West Bay Sanitary Dist. X

11. Informational Items Only (no action required)
A. 2015 Finance and Rate Setting Calendar
B.  Check Register for October 2015
C.  Potential Future Board Agenda Items

Executive Director commented that to put into practice what was discussed under agenda item 8A, he went over
the future agenda items in the staff report.

12. Board Member Comments
13. Adjourn 3:35 PM
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A Public Agency

DRAFT MINUTES
SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY
SPECIAL MEETING OF THE BOARD OF DIRECTORS
January 18, 2016 — 4:00 p.m.
Menlo Park Chamber of Commerce Conference Room

Call To Order: 4:00PM

1. RollCall

Agency Present Absent | Agency Present Absent

Atherton X Menlo Park X (closed
session only)

Belmont X Redwood City X

Burlingame X (via phone) 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.  Resolution authorizing Interim Executive Director to Notify the City of San Carlos to Accept the One-
Year Extension Option for the Lease Agreement at San Carlos Library (Approval Item)
B.  Resolution Approving Agreement(s) with Nelson Staffing and Sloan/Vazquez LLC for the Every Other
Week Garbage Collection Pilot Project in the City of San Mateo (Approval Iltem)
C.  Resolution authorizing an amendment to the Purchasing Policy section 3.12.160 establishing
purchasing authority of $25,000 for the Interim Executive Director. (Approval Item)
D.  Resolution authorizing contract with The Bob Murray Group for recruitment of Executive Director
(Approval Item)
E.  Resolution Authorizing Contract with S. Groner and Associates to Implement Public Outreach for the
State Mandated Commercial Recycling Laws AB 341 and AB 1826 (Approval Item)
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Discussion on Item 3A
Member Benton noted that the lease agreement attached to the staff report is only through June 30, 2016,
and needed to be changed to 2017 if it was a one year lease.

Member Aguirre asked if the lease is renegotiated every year.

Chair Widmer answered that last year's lease extension was a one year lease with the option for a one year
extension. He also added that a one year lease was negotiated to give staff time to see if there were
options for the staff to move to Shoreway.

Member Benton reiterated that the approval is to extend the least through June 2017.
Discussion on Item 3D

Member Slocum asked if Chair Widmer had contacted the County of San Mateo regarding conducting a
search for the Executive Director. He noted that the County performed the search for the HEART (The
Housing Endowment and Regional Trust)

Member Bronitsky asked if they could approve the consent calendar, but then check with the County to see
if the search could be conducted through the County, that way if the County couldn’t do the search the work
could continue to move forward.

Member Benton noted that search is a business, and this isn't a government search, but a private sector
search, and that the company performing the search should have a background in the private sector.

Member Stone noted that he would not be voting for D, and would like to see written proposals before a
decision is made.

Chair Widmer summarized the staff report and gave a brief outline of the discussion he had with the 3 firms
that responded to him regarding conducting an Executive Director search. He also noted that the price was
the same from the top two proposals, and they were all verbal proposals.

Member Abrica commented that he would like to see what the county can do before a decision is made.

Member Benton suggested waiting until the regular January Board meeting and deciding then which firm to
use.

Member Stone and Member Grassilli both asked to see written proposals before a decision is made.
Item 3D was tabled until the next meeting
Member Bronitsky made a motion to approve consent items A-C, and E, noting the date change to A.

Member Aguirre seconded the motion

Roll Call Vote:

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 Dist. X

SBWMA BOD PACKET 01/28/2016 AGENDA ITEM: 3B - p2



4.  Adjourn to Closed Session — Pursuant to Government Code Section 54954.5: Public Employee
Appointment Interim Executive Director.

The Board adjourned to closed session at 4:13 PM
5. Adjourn: 4:45PM
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STAFF REPORT
To: SBWMA Board Members
From: Farouk Fakira, Finance Manager
Date: January 28, 2016 Board of Directors Meeting
Subject: Resolution Accepting the FY1415 Annual Financial Statements

Board Action

It is recommended that the SBWMA Board of Directors approve Resolution No. 2016-xx attached hereto

authorizing the following action:
Accept the South Bayside Waste Management Authority’s audited Annual Financial Statements (see
Exhibit A to the Resolution) for the fiscal year ending June 30, 2015 as prepared by the SBWMA'’s audit
firm, Lance Soll & Lunghard, LLP.

Summary
The purpose of the financial statements is to present a summary of the financial position of the Authority for the

fiscal year. These reports have been reviewed by the Board Adhoc Audit Subcommittee which recommends
approval. The final step in the formal process of preparing these financial statements is to transmit them to the
Board for its acceptance.

Analysis

The financial statements of the SBWMA for fiscal year ending June 30, 2015, have been prepared by the City of
San Carlos Administrative Services Department and examined by the independent auditing firm of Lance Soll &
Lunghard, LLP and SBWMA staff. It is the unqualified opinion of the audit firm that the financial statements
present fairly the financial position of the SBWMA as of June 30, 2015, and that the financial statements were
prepared in conformity with generally accepted accounting principles. No exceptions or qualifications were found.

Financial Condition Highlights

As shown in Table 2 of the Audit report, ending net position decreased $0.9 million to $21.5 million. Higher than
actual FY1314 revenues of $580.9K due to higher volumes were more than offset by higher Shoreway operating
expense of $2,045K. The higher operating expenses were largely from: $1,085.5 due to an increase in SBR’s
compensation for higher volumes and one-time expenses associated with the Port of Oakland disruption; higher
disposal expenses of $702K due (to $283.4K in higher rates and $418.6K in higher volume); and higher buyback
payments of $117.6K. , It should be noted there were no tipping fee increases implemented at Shoreway in 2015.

The unrestricted net assets (Unrestricted Reserves) increased by $1.2 million to $15.3 million as of June 30, 2015
(see Table 1 and 3 in Audit report). Operating Income decreased by $1,446,523 (see Table 2 in Audit report).
Unrestricted net assets are used to fund the Board designated reserves as shown in Table 3 of the Audit report.
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General Operating Results
The operating results for FY1415 and FY1314 are as follows:

FY2015 FY2014 Variance

Better / (Worse)
Operating Revenues $42,718,433 $42,137,558 $580,875
Operating Expense $37,414,982 $35,369,933  ($2,045,049)
Depreciation Expense $3,337,059 $3,276,585 ($60,474)
Operating Income <Loss>  $1,966,392 $3,491,040 ($1,524,648)
Interest Expense ($2,857,904) ($2,936,029) $78,125
Net Asset Change ($891,512) $555,011  ($1.446.523)

per Table 2 in Audit Report

Long-Term Debt
At the end of the current fiscal year, the SBWMA had bond debt outstanding of $50,207,247.

Outstanding Debt
Activities

FY2015 FY2014
Revenue Bonds 2009A $50,207,247  $51,419,747

Payment of principal on the 2009A bonds began on September 1, 2013. Additional information on the SBWMA's
long-term debt can be found in the notes (5) to the accompanying financial statements.

Note: Early redemption of bonds cannot start until after September 1, 2019 per the bond indenture.

Fiscal Impact
There is no financial impact associated with the adoption of this Resolution.

Attachments:
Resolution 2016-06. Accepting the Authority’s FY1415 Financial Statements

Exhibit A = FY1415 Annual Financial Statements
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A Public Agency

RESOLUTION NO. 2016-06

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS
ACCEPTING THE FISCAL YEAR 2014-2015 ANNUAL FINANCIAL STATEMENTS

WHEREAS, the South Bayside Waste Management Authority contracted with the audit firm of Lance Soll
& Lunghard, LLP to conduct an audit of the Agency'’s financial records in accordance with Governmental
Accounting Standards Board (GASB) Statement 34; and

WHEREAS, the financial statements for the fiscal year ending June 30, 2015 as prepared by said firm
have been completed and are attached as Exhibit A; and

WHEREAS, it is recommended that the Board accept the financial statements.

NOW, THEREFORE BE IT RESOLVED that the South Bayside Waste Management Authority hereby
approves the Annual Financial Report as prepared by Lance Soll & Lunghard, LLP for the fiscal year ending June
30, 2014.

PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority,
County of San Mateo, State of California on the 28 day of January, 2016, by the following vote:

Agency Yes No Abstain | Absent | Agency Yes No Abstain | Absent
Atherton Menlo Park

Belmont Redwood City

Burlingame San Carlos

East Palo Alto San Mateo

Foster City County of San Mateo

Hillsborough West Bay Sanitary Dist.

| HEREBY CERTIFY that the foregoing Resolution No. 2016-06 was duly and regularly adopted at a regular

meeting of the South Bayside Waste Management Authority on January 28, 2016.

ATTEST:

Cyndi Urman, Board Secretary

Bill Widmer, Chairperson of SBWMA
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* David E. Hale, CPA, CFP  * Deborah A. Harper, CPA

[ ) * Donald G. Slater, CPA * Gary A. Cates, CPA
* Richard K. Kikuchi, CPA  * Michael D. Mangold, CPA
« Susan F. Matz, CPA « David S. Myers, CPA
CERTIFIED PUBLIC ACCOUNTANTS * Bryan . Gruber, CPA

December 1, 2015

To Members of the Board of Directors of the
South Bayside Waste Management Authority
San Carlos, California

We have audited the financial statements of the business-type activities of the South Bayside Waste
Management Authority (the “Authority”) for the year ended June 30, 2015. Professional standards require
that we provide you with information about our responsibilities under generally accepted auditing
standards, Government Auditing Standards, as well as certain information related to the planned scope
and timing of our audit. We have communicated such information in our letter to you dated June 30, 2015.
Professional standards also require that we communicate to you the following information related to our
audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Authority are described in the notes to the financial statements.

We noted no transactions entered into by the Authority during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’'s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate them to the appropriate level of management. No
misstatements were found.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
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LSL::

CERTIFIED PUBLIC ACCOUNTANTS

To Members of Board of Directors of the
South Bayside Waste Management Authority

statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated December 1, 2015.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the Authority’s financial statements or a determination of the type of auditor’'s
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Authority’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Matters

We applied certain limited procedures to management’'s discussion and analysis, which is required
supplementary information (RSI) that supplements the basic financial statements. Our procedures
consisted of inquiries of management regarding the methods of preparing the information and comparing
the information for consistency with management’'s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We did
not audit the RSI and do not express an opinion or provide any assurance on the RSI.

Restriction on Use

This information is intended solely for the use of Members of the Board of Directors of the South Bayside
Waste Management Authority San Carlos, California and management of the Authority and is not
intended to be, and should not be, used by anyone other than these specified parties.

Very truly yours,

%«,&?—WW

Brea, California
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* David E. Hale, CPA, CFP  * Deborah A. Harper, CPA

[ ) * Donald G. Slater, CPA * Gary A. Cates, CPA
* Richard K. Kikuchi, CPA  * Michael D. Mangold, CPA
« Susan F. Matz, CPA « David S. Myers, CPA

CERTIFIED PUBLIC ACCOUNTANTS * Bryan S. Gruber, CPA

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and Members of the City Council
City of San Carlos, California

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of
City of San Carlos, California, (the City) as of and for the year ended June 30, 2015, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements, and
have issued our report thereon dated October 29, 2015.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the City’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
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CERTIFIED PUBLIC ACCOUNTANTS

To the Honorable Mayor and Members of the City Council
City of San Carlos, California

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Brea, California
October 29, 2015
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CERTIFIED PUBLIC ACCOUNTANTS * Bryan S. Gruber, CPA

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To Members of the Board of Directors of the
South Bayside Waste Management Authority
San Carlos, California

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the South Bayside
Waste Management Authority (the “Authority”), San Carlos, California, as of and for the year ended
June 30, 2015, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements, and have issued our report thereon dated December 1, 2015.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the Authority’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.
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CERTIFIED PUBLIC ACCOUNTANTS

To Members of the Board of Directors of the
South Bayside Waste Management Authority

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

%,%%WW

Brea, California
December 1, 2015
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INDEPENDENT AUDITORS’ REPORT

To Members of the Board of Directors of the
South Bayside Waste Management Authority
San Carlos, California

Report on the Financial Statements

We have audited the accompanying financial statements of the South Bayside Waste Management
Authority (the “Authority”) as of and for the year ended June 30, 2015, and the related notes to the
financial statements, which collectively comprise the Authority’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
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CERTIFIED PUBLIC ACCOUNTANTS

To Members of the Board of Directors of the
South Bayside Waste Management Authority

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Authority as of June 30, 2015, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis as listed in the table of contents, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 1, 2015 on our consideration of the Authority’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Authority’s internal
control over financial reporting and compliance.

Brea California
December 1, 2015

N
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

Management’s Discussion and Analysis
June 30, 2015

The Management’s Discussion and Analysis (MD&A) section presents an overview and analysis
of the financial performance of the South Bayside Waste Management Authority (SBWMA) for
the fiscal year (FY) ended June 30, 2015. It should be read in conjunction with the audited
financial statements that follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS
The SBWMA'’s financial statements include:

Statement of Net Position presents information on the SBWMA'’s assets and liabilities as of
year-end, with the difference between the two reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
Authority is improving or deteriorating.

Statement of Revenues, Expenses, and Changes in Net Position presents the results of the
SBWMA'’s operations over the course of the fiscal year and information as to how the net
position changed during the year. These statements can be used as an indicator of the extent to
which the Authority has successfully recovered its costs through user fees and other charges.

Statement of Cash Flows presents changes in cash and cash equivalents resulting from
operational, capital, non-capital, and investing activities. The statement summarizes the annual
flow of cash receipts and cash payments, without consideration of the timing of the event giving
rise to the obligation or receipt and exclude non-cash accounting measures of depreciation or
amortization of assets.

Notes to Financial Statements provide information that is essential to a full understanding of the
financial statements that is not displayed on the face of the financial statements.

FINANCIAL ANALYSIS

The following table summarizes the Authority’s change in net position from last year to this
year.
Table 1
Comparative Net Position
June 30, 2015 and 2014

FY 2015 FY 2014 $ Change % Change
Current and other assets $ 25083366  $ 25112407 $  (29,041) -0.1%
Capital assets, net of depreciation 52,127,824 55,393,521 (3,265,697) -5.9%
Total assets 77,211,190 80,505,928 (3,294,738) -4.1%
Long-term debt outstanding 50,207,247 51,419,747 (1,212,500) -2.4%
Other liabilities 5,541,914 6,732,640 (1,190,726) -17.7%
Total liabilities 55,749,161 58,152,387 (2,403,226) -4.1%
Net position:
Net investment in capital assets 6,175,238 8,222,650 (2,047,412) -24.9%
Unrestricted 15,286,791 14,130,891 1,155,900 8.2%
Total net position $ 21,462,029 $ 22,353,541 $ (891,512) -4.0%

[¢§)
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Net Position

The total net position decreased by $0.9 million or 4.0% from the prior fiscal year. The net
decrease of $0.9 million is comprised of a $2.0 million decrease in net investment in capital
assets, which is offset by a $1.1 million increase in unrestricted net position.

The total liabilities decreased by $2.4 million or 4.1%. The decrease of $1.2 million or 2.4% in
long-term debt is associated to the $1.2 million principal payment made on the 2009A bonds.
This change is explained further in the ““Long-term Debt” section below. The decrease of
$1.2 million or 17.7% in other liabilities is related to the timing of payments for the Shoreway
operations.

The largest portion of the Authority’s assets is its investment in net capital assets totaling
$52.1 million. These assets that comprise of land, construction-in-progress, buildings,
equipment and infrastructure, less accumulated depreciation, are primarily located at the
Shoreway Environmental Center. The actual year-over-year comparison of the capital assets, net
of accumulated depreciation, shows a decrease of $3.3 million or 5.9% due of an increase in
accumulated depreciation. These changes are explained further in the “Capital Assets™ section
below.

The net investment in capital assets is $6.2 million as of June 30, 2015. It represents the
Authority’s investment in infrastructure and other capital assets, net of amounts borrowed to
finance that investment. It should be noted that these funds are not available for spending
because capital assets cannot be used to liquidate these liabilities. Therefore, the resources
needed to repay this debt must be provided from other sources. Unrestricted net position totaling
$15.3 million represents the part of net position that can be used to finance operations.

N
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Results of Operations
The following table summarizes the Authority’s revenues, expenses, and changes in net position.
Table 2

Comparative Revenues, Expenses, and Changes in Net Position
Years Ended June 30, 2015 and 2014

FY 2015 FY 2014 $ Change % Change

Revenues
Charges for services 32,669,809 31,701,909 967,900 3.1%
Commodity revenue 8,875,856 9,503,894 (628,038) -6.6%
Other operating revenues 1,102,363 768,003 334,360 43.5%
Investment Income 70,405 163,752 (93,347) -57.0%
Total Revenues 42,718,433 42,137,558 580,875 1.4%

Expenses
Operating expenses 40,752,041 38,646,518 2,105,523 5.4%
Interest expense 2,857,904 2,936,029 (78,125) -2.7%
Total Expenses 43,609,945 41,582,547 2,027,398 4.9%
Increase (decrease) in net position (891,512) 555,011 (1,446,523) 260.6%
Beginning net position 22,353,541 21,798,530 555,011 2.5%
Ending net position 21,462,029 22,353,541 (891,512) -4.0%

While the Statement of Net Position (Table 1) shows the change in financial position, the
Statement of Activities (Table 2 above) provides answers as to the nature and sources of the
changes.

The operating results of the Authority for the current fiscal year were $5.2 million compared to
$6.6 million for the prior year. Included in the operating results are the revenues from charges
for services, commodity revenues, and other operating revenues less the expenses from the
Shoreway operations, SBWMA administration expenses and franchise fees. Depreciation
expense is excluded from the operating results.

Charges for services, also known as tipping fee revenue, increased by $1.0 million or 3.1%, from
$31.7 million in FY14 to $32.7 million in FY15. Public solid waste volumes accounted for
$0.6 million of the revenue growth, while the second half of the calendar year (CY)14 tip fee
increase accounted for $0.4 million of the growth. Public revenue is the revenue generated from
non-franchised waste that is delivered to the Shoreway facility, while franchise revenue is from
solid waste and organics materials collected by Recology San Mateo County from customers of
SBWMA’s member agencies and delivered to the Shoreway facility. The Other operating
revenues increased by $0.3 million or 43.5%, mainly due to an increase in the processing of
third-party recyclables, which the Authority actively solicited to help offset the fixed costs at the
Shoreway facility. Investment income dropped by $0.1 million, or 57.0%, due to a $0.1 million
Lehman settlement recovery that occurred in FY14. Lehman recoveries for FY15 were
$0.01 million.

The primary component of Operating expenses is related to the Shoreway operations that
constitute about 80% of non-discretionary, contractually obligated costs incurred to pay the
Shoreway operator, and disposal and processing expense. The Shoreway operations expense
increased by $2.0 million in FY15 primarily due to increases in waste volume and charges for
solid waste processing.
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SBWMA BOD PACKET 01/28/2016 AGENDA ITEM: 3C EXHIBIT A - pl14



Reserves

Table 3 below reflects the amount of reserves that have been designated by the Board in the
fiscal years 2015 and 2014.
Table 3
Unrestricted Reserves Balances

FY 2015 FY 2014
Rate Stabilization Reserve $ 3,887,542 $ 3,706,140
Emergency Reserve 3,887,542 3,706,140
Equipment Replacement 1,429,675 1,130,726
2009 A Bond Repayment 1,058,333 1,004,167
Undesignated 5,023,699 4,583,718
Total Unrestricted Reserves $ 15,286,791 $ 14,130,891

In 2002, the SBWMA Board established a reserve policy to set aside certain portions of
unrestricted net position for specific uses in order to protect the short and long-term financial
operation of the Authority. In May 2013 the Board revised the Cash Reserve Policy to
accomplish the goal of more clearly defining the Reserve accounts. It replaced the existing
Operating Reserve with an Emergency Reserve Account. The Emergency Reserve is to address
unexpected and sudden capital needs or significant one-time increases in Shoreway operating
expenses associated with “damage by natural disasters, acts of war or terrorism, or other
community emergency scenarios that are not covered by existing insurance policies”. The new
Policy also changed the priority order of the accounts so the Rate Stabilization Reserve is first in
priority followed by the Emergency Reserve. The Rate Stabilization Reserve & Emergency
Reserve is calculated as 10% of Operating expenses. Operating expenses include Shoreway
Operations expenses, SBWMA program expenses, 2009A bond interest expense, and franchise
fees. Operating expenses exclude depreciation, buyback, and household hazardous waste
payments. In July 2015, the Board of Directors clarified the reserve policy for SBWMA, as a
result, the reserve balances for FY 2014 have been revised to be comparable to the current year.

Capital Assets

The following table summarizes changes in the Authority’s capital assets.
Table 4
Capital Assets, Net of Depreciation
Years Ended June 30, 2015 and 2014

FY 2015 FY 2014 $ Change % Change

Land $ 14,000,000 $ 14,000,000 $ - -
Buildings and system 34,537,955 34,507,581 30,374 0.1%
Machinery and equipment 22,549,837 22,549,837 - 0.0%
Construction in progress 31,391 6,029 25,362 420.7%
Total Accumulated depreciation (18,991,359) (15,669,926) (3,321,433) 21.2%
Total Net Capital Assets $ 52,127,824 $ 55,393,521 $ (3,265,697) -5.9%

The net capital assets decreased by $3.3 million or 5.9% from $55.4 million in FY14 to
$52.1 million in FY15. This decrease is primarily due to the annual $3.3 million increase in
accumulated depreciation. The increase in Construction in Progress relates to the addition of the
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Materials Recovery Facility tip canopy project. The additions to the Buildings & system relate
to welding shop wiring upgrades, replacement of the truck shop fuel dispenser, and the addition
of exhibits at the education center.

Additional information on the capital assets can be found in Note (4) of the financial statements.

Long-term Debt

At the end of the current fiscal year, the Authority has $50.2 million total debt outstanding.

Table 5
Outstanding Debt, Net of Amortized Costs
June 30, 2015 and 2014

FY 2015 FY 2014 $ Change % Change

2009A Revenue Bond $ 50,050,000 $ 51,255,000 $ (1,205,000) -2.4%
Net Premium 2009A 157,247 164,747 (7,500) -4.6%
Total $ 50,207,247 $ 51,419,747 $ (1,212,500) -2.4%

Long-term debt consists of the Revenue Bond Series 2009A that was issued to finance the
construction and renovation of a solid waste materials recovery facility and transfer station as
well as related equipment.

Additional information on the Authority’s long-term debt can be found in Note (5) to the
accompanying financial statements.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our member agencies, investors and creditors with a
general overview of the Authority’s finances and to show the Authority’s accountability for the
revenues and expenses in the course of doing business. If you have questions about this report or
need additional financial information, contact the Executive Director, South Bayside Waste
Management Authority, 610 EIm Street, San Carlos, California 94070.

-
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

STATEMENT OF NET POSITION
JUNE 30, 2015

ASSETS
Current Assets:
Cash and investments for operations $ 14,514,777
Accounts receivable 4,241,489
Interest receivable 16,582
Prepaid items 14,500
Total Current Assets 18,787,348
Noncurrent Assets:
Cash and cash equivalents with fiscal agent 6,296,018
Capital assets
Land 14,000,000
Construction in progress 31,391
Building 34,537,955
Equipment 22,549,837
Less: Accumulated depreciation (18,991,359)
Net capital assets 52,127,824
Total Noncurrent Assets 58,423,842
Total Assets 77,211,190
LIABILITIES
Current Liabilities:
Accounts payable 3,121,158
Accrued liabilities 209,044
Interest payable 951,788
Current portion of compensated absences 20,692
Long-term debt, due in one year 1,270,000
Total Current Liabilities 5,572,682
Noncurrent Liabilities:
Accrued liabilities 1,233,640
Compensated absences due in more than one year 5,592
Long-term debt, due in more than one year 48,937,247
Total Noncurrent Liabilities 50,176,479
Total Liabilities 55,749,161
NET POSITION
Net Position:
Net investment in capital assets 6,175,238
Unrestricted 15,286,791
Total Net Position $ 21,462,029

See Independent Auditors' Report and Notes to Basic Financial Statements
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2015

OPERATING REVENUES:
Charges for services
Commodity revenue
Other

Total Operating Revenues
OPERATING EXPENSES:
Shoreway operations
SBWNMA program administration
Franchise fee - transfer station
Depreciation
Total Operating Expenses
Operating Income (LosS)
NONOPERATING REVENUES (EXPENSES):
Investment income
Interest expense
Net Nonoperating Revenue (Expense)
Change in Net Position

NET POSITION AT BEGINNING OF YEAR

NET POSITION AT END OF YEAR

See Independent Auditors' Report and Notes to Basic Financial Statements

0O

$ 32,669,809
8,875,856
1,102,363

42,648,028

33,434,107
2,425,553
1,555,322
3,337,059

40,752,041

1,895,987

70,405
(2,857,904)

(2,787,499)

(891,512)

22,353,541

$ 21,462,029

SBWMA BOD PACKET 01/28/2016
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers

Payments to suppliers

Cash payments to employees for services

$ 42,292,770
(37,530,675)

(1,053,727)
Net Cash Flows from Operating Activities 3,708,368
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest received 63,819
Net Cash Flows from Investing Activities 63,819
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Capital asset acquisition and construction (71,362)
Principal paid on long-term debt (1,205,000)
Interest paid (2,885,487)
Net Cash Flows from Capital and Related Financing Activities (4,161,849)
NET INCREASE IN CASH
AND CASH EQUIVALENTS (389,662)
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 21,200,457

CASH AND CASH EQUIVALENTS - END OF YEAR $ 20,810,795

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Operating Income (loss)
Adjustments to reconcile operating income
net cash provided (used) by operating activities:
Depreciation and amortization

$ 1,895,987

3,337,059
Change in assets and liabilities
(Increase) decrease in accounts receivables (355,258)
(Increase) decrease in prepaid expenses 1,223
Increase (decrease) in accounts payable (1,205,658)
Increase (decrease) in accrued liabilities 28,237
Increase (decrease) in accrued compensated absences 6,778
Total Adjustments 1,812,381

NET CASH PROVIDED BY

OPERATING ACTIVITIES $ 3,708,368

NONCASH INVESTING, CAPITAL
AND FINANCING ACTIVITIES:

Amortization related to long-term debt $ 7,500

See Independent Auditors' Report and Notes to Basic Financial Statements
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2015

Note 1:

Summary of Significant Accounting Policies

a.

Organization

The South Bayside Waste Management Authority (the Authority) is a joint powers
authority formed on October 13, 1999 for the purpose of joint ownership, financing and
administration of the Facilities, currently the Shoreway Environmental Center in
San Carlos; and the planning, administration management, review, monitoring,
enforcement and reporting of solid waste, recyclable material and plant material
collection activities within Authority's service area.

Members of the Authority currently include the towns of Atherton and Hillsborough, and
the cities of Belmont, Burlingame, East Palo Alto, Foster City, Menlo Park, Redwood City,
San Carlos, San Mateo, as well as the West Bay Sanitary District and the County of
San Mateo.

The Authority is controlled by a twelve member board consisting of one elected
representative from each member. None of the member entities exercise specific control
over the budgeting and financing of the Authority's activities beyond their representation
on the board. Accounting services are provided by the City of San Carlos.

Based on the franchise agreements with each member agency and Recology effective
January 1, 2011, the Authority collects service fees from Recology for the processing and
disposal of collected materials. The facility operator, South Bay Recycling, also collects
fees from public customers which are remitted to the Authority. South Bay Recycling is
paid by the Authority to operate the facility and transport materials to disposal and
processing facilities on a per ton basis pursuant to the Operations Agreement. The
compensation to both contractors is adjusted annually based primarily on various CPI
indices. The Authority also directly pays for disposal and processing of solid waste and
organics materials to vendors such as BFI/Republic, Recology Grover, Zanker Road, and
Bio-Fuel Systems.

Enterprise Fund Accounting

The Authority is a proprietary entity; it uses an enterprise fund format to report its
activities for financial statement purposes. Enterprise funds are used to account for
operations that are financed and operated in a manner similar to private business
enterprises, where the intent of the governing body is that the costs and expenses,
including depreciation, of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges and the sale of
commodities.

An enterprise fund is used to account for activities similar to those in the private sector,
where the proper matching of revenues and costs is important and the full accrual basis
of accounting is required. With this measurement focus, all assets and all liabilities of the
enterprise are recorded on its balance sheet, all revenues are recognized when earned
and all expenses, including depreciation, are recognized when incurred. Enterprise fund
equity includes retained earnings and contributed capital.

Net Position Flow Assumption

Sometimes the Authority will fund outlays for a particular purpose from both restricted
(e.g., restricted bond or grant proceeds) and unrestricted resources. In order to calculate
the amounts to report as restricted — net position and unrestricted — net position in the
proprietary fund financial statements, a flow assumption must be made about the order in
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2015

Note 1: Summary of Significant Accounting Policies (Continued)

which the resources are considered to be applied. It is the Authority’s policy to consider
restricted — net position to have been depleted before unrestricted — net position is used.

d. Capital Assets

All capital assets are valued at historical cost or estimated historical cost if actual
historical cost is not available. Contributed capital assets are valued at their estimated fair
market value on the date contributed. Expenditures which materially increase the value
or life of capital assets are capitalized and depreciated over the remaining useful life of
the asset. The Authority’s policy is to capitalize all assets with costs exceeding the
$10,000 threshold and a useful life of more than one year.

All capital assets with limited useful lives are depreciated over their estimated useful
lives. The purpose of depreciation is to spread the cost of capital assets equitably among
all users over the life of these assets. The amount charged to depreciation expense each
year represents that year's pro rata share of the cost of capital assets.

Depreciation is provided using the straight line method; meaning the cost of the asset is
divided by its expected useful life in years and the result is charged to expense each year
until the asset is fully depreciated. The Authority has assigned the useful lives of capital
assets by type as listed below:

Building 10 - 40 years
Improvements 5- 20 years
Equipment 5-15years

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase is reflected in the capitalized
value of the asset constructed, net of interest earned on the invested proceeds over the
same period.

e. Compensated Absences

Compensated absences comprise unpaid vacation which is accrued as earned. All
employees who hold full-time regular positions are entitled to 15 working days' vacation
pay upon successful completion of their first year of continuous service. The accrual rate
increases as length of service exceeds 5 years. Maximum accumulation of vacation is
two years' vacation accrual. Upon termination or retirement, full-time employees are
entitled to receive compensation at their current base salary for all unused vacation and
sick leave. The liability for compensated absences is determined annually.

f. Retirement and Deferred Compensation Plans

The Authority offers its employees a retirement plan created in accordance with Internal
Revenue Code Section 401a. The employer contribution to the 401a is 10% plus a match
up to 2% of the employee contribution.

The Authority also offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457b. Pursuant to the IRC subsection
(g), all amounts of compensation deferred under the deferred compensation plan, all
property, or rights are solely the property and rights of the employee and beneficiaries of
the Plan. Deferred compensation funds are not subject to the claims of the Authority’s
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2015

Note 1:

Note 2:

Summary of Significant Accounting Policies (Continued)

general creditors; consequently, the assets and related liabilities of the plan are not
included within the Authority’s financial statements.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies to a
future period(s) and so will not be recognized as an outflow of resources (expense/
expenditure) until then. The Authority has no items that qualify for reporting in this
category.

In addition to liabilities, the statement of financial position will sometimes report a
separate section for deferred inflows of resources. This separate financial statement
element, deferred inflows of resources, represents an acquisition of net position that
applies to a future period(s) and so will not be recognized as an inflow of resources
(revenue) until that time. The Authority has no items that qualify for reporting in this
category.

Cash and Investments

The Authority pools cash from all sources except cash and investments held by fiscal agents
so that it can be invested at the maximum yield consistent with safety and liquidity, while
individual funds can make expenditures at any time.

a.

Policies

California Law requires banks and savings and loan institutions to pledge government
securities with a market value of 110% of the Authority's cash on deposit, or first trust
deed mortgage notes with a market value of 150% of the deposit, as collateral for these
deposits. Under California Law this collateral is held in a separate investment pool by
another institution in the Authority's name and places the Authority ahead of general
creditors of the institution. The Authority Treasurer may waive the collateral requirement
for deposits that are fully insured up to $250,000 by the FDIC.

The Authority invests in individual investments and in investment pools. Individual
investments are evidenced by specific identifiable securities instruments, or by an
electronic entry registering the owner in the records of the institution issuing the security,
called the book entry system. In order to increase security, the Authority employs the
Trust Department of a bank as the custodian of certain Authority managed investments,
regardless of their form.

The Authority's investments are carried at fair value, as required by generally accepted
accounting principles. The Authority adjusts the carrying value of its investments to reflect
their fair value at each fiscal year end, and it includes the effects of these adjustments in
income for that fiscal year.

Classification
Cash and investments are classified in the financial statements as shown below, based

on whether or not their use is restricted under the terms of Authority debt instruments or
agreements.
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2015

Note 2: Cash and Investments (Continued)

Statement of Net Position

Cash and investments for operations $ 14,514,777
Cash and investments with fiscal agent 6,296,018
Total Cash and Investments $ 20,810,795

Cash and investments for operations is used in preparing proprietary fund statements of
cash flows because these assets are highly liquid and are expended to liquidate liabilities
arising during the year.

c. Investment Authorized by the California Government Code and the Authority’s
Investment Policy

The Authority's Investment Policy and the California Government Code allow the
Authority to invest in the following, provided the credit ratings of the issuers are
acceptable to the Authority; and approved percentages and maturities are not exceeded.
The table below also identifies certain provisions of the California Government Code, or
the Authority's Investment Policy when the Authority's Investment Policy is more

restrictive.
Maximum
Minimum Investment
Maximum Credit Maximum In One
Authorized Investment Type Maturity Quality in Portfolio Issuer
State of California Local Agency Upon N/A $40,000,000 N/A
Investment Fund (LAIF Pool) Demand per account
San Mateo County Investment Pool Upon N/A 40,000,000 N/A
Demand per account
U.S. Treasury Bonds, Notes and Bills 5 Years N/A 100% N/A
(URSH Governmen.t.Agencyand Federal 5 Years N/A 100% N/A
Agency Securities
Bankers Acceptances 180 Days N/A 30% (A), (B)
Commercial Paper 270 Days AA 25% (A), (B)
Negotiable Certificates of Deposit 5 Years N/A 30% (A), (B)
Time Ce_rtlflcates of Deposit - Banks 5 Vears N/A 2506 ), (B)
or Savings and Loans
Medium Term Corporate Notes 5 Years AA 30% A), (B)
(A) 5% of outstanding paper of issuing corporation
(B) 5% of the portfolio in one corporation

d. Investments Authorized by Debt Agreements

The Authority must maintain required amounts of cash and investments with trustees or
fiscal agents under the terms of certain debt issues. These funds are unexpended bond
proceeds or are pledged reserves to be used if the Authority fails to meet its obligations
under these debt issues. The California Government Code requires these funds to be
invested in accordance with Authority resolutions, bond indentures or State statutes. The
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2015

Note 2: Cash and Investments (Continued)

table below identifies the investment types that are authorized for investments held by
fiscal agents. The table also identifies certain provisions of these debt agreements:

Minimum
Authorized Investment Type Credit Quality
Direct obligations of the Department of the Treasury of the
United States None

Obligations issued or guaranteed by FMHA, FHA, General

Senices Administration, GNMA, U.S. Maritime Aministration,

HUD, and backed by the full faith and credit of the United

States of America None
Direct obligations of FHLB, FHLMC, FNMA, REFCORP,

Farm Credit Enterprise, Federal Agriculture Mortgage

Association, Tennessee Valley Authority None
Money Market Fund AA
U.S. dollar denominated Certificates of Deposit, savings None

accounts, deposit accounts
Investment agreements, including GIC's forward purchase

agreements and reserve fund put agreements None
Commercial Paper A-1
General obligations of States or municipalities AAA
Bankers acceptances A-1+
Medium Term Notes AAA
State of California Local Agency Investment Fund None
San Mateo County Investment Pool None

e. Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the
fair value of an investment. Normally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in market interest rates. The Authority
generally manages its interest rate risk by holding investments to maturity.

Information about the sensitivity of the fair values of the Authority's investments (including
investments held by bond trustees) to market interest rate fluctuations is provided by the
following table that shows the distribution of the Authority's investments by maturity or
earliest call date:

12 Months
Investment Type or less Total

San Mateo County Investment Pool $ 5,718,430 $ 5,718,430
California Local Agency Investment Fund 7,974,338 7,974,338
Cash and Cash Equivalents with Fiscal Agent:

Money Market Fund 6,296,018 6,296,018

Total Investments $ 19,988,786 19,988,786

Total Cash in Bank and Cash on Hand 822,009

Total Cash and Investments $ 20,810,795
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2015

Note 2: Cash and Investments (Continued)

Local Agency Investment Fund

The Authority is a participant in the Local Agency Investment Fund (LAIF) that is
regulated by California Government Code Section 16429 under the oversight of the
Treasurer of the State of California. The Authority reports its investment in LAIF at the fair
value amount provided by LAIF, which is the same as the value of the pool share. The
balance available for withdrawal is based on the accounting records maintained by LAIF,
which are recorded on an amortized cost basis. Included in LAIF's investment portfolio
are collateralized mortgage obligations, mortgage-backed securities, other asset-backed
securities, loans to certain state funds, and floating rate securities issued by federal
agencies, government-sponsored enterprises, United States Treasury Notes and Bills,
and corporations.

San Mateo County Investment Fund

The Authority is a voluntary participant in the San Mateo County Investment Fund
(SMCIF) that is regulated by California Government Code Section 53600 under the
oversight of the treasurer of the County of San Mateo. The Authority reports its
investment in SMCIF at the fair value amount provided by SMCIF. The balance available
for withdrawal is based on the accounting records maintained by SMCIF, which are
recorded on an amortized cost basis. Included in SMCIF's investment portfolio are
U.S. Treasury Notes, obligations issued by agencies of the U.S. Government, LAIF,
corporate  notes, commercial paper, collateralized mortgage obligations,
mortgage-backed securities, other asset-backed securities, and floating rate securities
issued by federal agencies, government-sponsored enterprises, and corporations. The
Authority reports its investments in SMCIF at the fair value amounts provided by SMCIF,
which is the same as the value of the pool share.

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. Investments in California Local Agency
Investment Fund and San Mateo County Investment Pool are not rated and therefore no
rating is shown.

Presented below is the actual rating as of June 30, 2015, for each investment type as
provided by S&P ratings:

Investment Type AAAM Not rated Total

Cash and Cash Equivalents with Fiscal Agent:

Money Market Fund $ 6,296,018 $ - $ 6,296,018
San Mateo County Investment Pool - 5,718,430 5,718,430
California Local Agency Investment Fund - 7,974,338 7,974,338

Total Investments $ 6,296,018 $ 13,692,768 19,988,786

Total Cash in Bank and Cash on Hand 822,009

Total Cash and Investments $ 20,810,795
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2015

Note 2: Cash and Investments (Continued)
g. Concentration of Credit Risk

The Authority's investment policy contains certain limitations on the amount that can be
invested in any one issuer. In certain categories, these limitations surpass those required
by California Government Code Sections 53600 et seq. Investments in any one issuer,
other than U.S. Treasury securities, mutual funds, and external investment pools that
represent 5% or more of total Entity-wide investments. There were no such investments
at June 30, 2015.

Note 3: Capital Assets and Facilities Operations

Pursuant to a sales agreement with Republic Services, Inc., the Authority purchased land,
and buildings and personal property amounting to $14 million and $5.228 million,
respectively. These facilities comprise the Shoreway Environmental Center in San Carlos.
The Authority signed an agreement to lease back the facilities to Republic Services, Inc. to
operate them. This agreement expired on December 31, 2006 and the Authority had
extended the agreement until December 31, 2010. The Authority signed a new agreement
effective January 1, 2011 with South Bay Recycling to operate the facility. For the year ended
June 30, 2015, the Authority paid $17,445,438 to South Bay Recycling to operate the Facility.

Note 4: Capital Assets

Changes in capital assets were as follows for fiscal ended June 30, 2015:

Balance Balance
July 1, 2014 Transfers Additions Retirements June 30, 2015

Capital assets not depreciated:

Land $ 14,000,000 $ - $ - 3% - $ 14,000,000
Construction in Progress 6,029 - 25,362 - 31,391
Total non-depreciable assets 14,006,029 - 25,362 - 14,031,391
Capital assets being depreciated:

Buildings 34,507,581 - 46,000 (15,626) 34,537,955
Equipment 22,549,837 - - - 22,549,837
Total depreciable assets 57,057,418 - 46,000 (15,626) 57,087,792
Less accumulated depreciation:

Buildings (7,865,516) - (1,444,079) 15,626 (9,293,969)
Equipment (7,804,410) - (1,892,980) - (9,697,390)
Total accumulated depreciation (15,669,926) - (3,337,059) 15,626 (18,991,359)
Net depreciable assets 41,387,492 - (3,291,059) - 38,096,433
Capital assets, net $ 55,393,521 $ - $ (3,265,697) $ - $ 52,127,824
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2015

Note 5: Revenue Bonds

The Authority's debt issues and transactions are summarized below and discussed in detall

thereafter.
Balance Balance Due within
July 1, 2014 Additions Retirements June 30, 2015 one year
2009A Solid Waste
System Revenue Bonds $ 51,255,000 $ - $ (1,205,000) $ 50,050,000 $ 1,270,000
Add: Unamortized premiums/discounts 157,247
Net Long-Term Debt $ 50,207,247

a. Solid Waste Enterprise Revenue Bonds Series 2009A

On September 2, 2009, the Authority issued $53,500,000 of Solid Waste Enterprise
Revenue Bonds Series 2009A. The 2009A Bonds were issued to pay for the construction
and renovation of a solid waste materials recovery facility and transfer station and related
equipment, to fund a Reserve Fund, to fund capitalized interest, and to fund certain
working capital and pay other costs, including issuance costs.

The series 2009A bonds are solely payable from and secured by the net revenues and
debt service reserve fund held by the Authority's trustee, as defined under the bond
indenture. Net Revenues means, for any period, all of the revenues during such period
less all of the maintenance and operation costs during such period. Revenues mean all
gross income and revenue received or receivable by the Authority.

Principal payments are payable annually on September 1, commencing
September 1, 2012. The bond bears interest at 3.5%-6.0% which is payable
semi-annually on September 1 and March 1, commencing on March 1, 2010.

b. Revenue Pledge

The bonds are secured by a pledge of the Authority’s Net Revenue as defined under the
bond indenture. For the 2009A bonds, the pledge of future net revenue ends upon
repayment of the 2009A bonds in the amount of $51.3 million in remaining debt service
on the bonds which is scheduled to occur in fiscal year 2037.

According to the Rate Covenant in the 2009A Bond Indenture, the Authority will maintain
a Net Revenue to Debt Service coverage ratio of 1.40. As of the Calendar Year 2014,
the Net Revenues to Debt Service Coverage ratio was 1.91.

c. Debt Service Requirements

Annual debt service requirements on the bonds are shown below with specified
repayment terms:
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2015

Note 5:

Note 6:

Note 7:

Revenue Bonds (Continued)

For the Year Ending

June 30 Principal Interest Total
2016 $ 1,270,000 $ 2,833,138 $ 4,103,138
2017 1,310,000 2,784,713 4,094,713
2018 1,365,000 2,729,506 4,094,506
2019 1,420,000 2,665,000 4,085,000
2020 1,495,000 2,592,125 4,087,125
2021-2025 8,710,000 12,545,113 21,255,113
2026-2030 11,470,000 10,128,938 21,598,938
2031-2035 15,450,000 6,903,000 22,353,000
2036-2037 7,560,000 2,070,900 9,630,900

Total $ 50,050,000 $ 45,252,433 $ 95,302,433

Insurance

The Authority purchases commercial insurance policies to protect itself from claims arising
from the following types of losses:

Cowerage
Type of Cowverage Limits

General Aggregate Limit $ 2,000,000
Products-Completed Operations Aggregate Limit 2,000,000
Personal and Advertising Injury Limit 1,000,000
Each Occurrence 1,000,000
Damage to Rented Premises Limit 300,000
Medical Expense Limit (Any one person) 25,000
Hired & Non-Owned Auto Limit 1,000,000
Pollution Legal Liability 1,000,000
Self-Insured Retention (SIR) $25,000 SIR

Environmental Impact Liability per Incident

Pollution Remediation

In 2000 the South Bay Waste Management Authority (SBWMA) purchased the property
located at 225/333 Shoreway Road in San Carlos. The property had pre-existing ground
water contamination issues and the former property owner Allied Waste (now Republic
Services) was identified as the responsible party. The ground water contamination is the
result of hydrocarbon and petroleum products. Both Allied Waste and the SBWMA have
managed a remediation effort under supervision from the County of San Mateo Department
of Environmental Health.

The San Mateo County Health System (SMCHS) and the California Regional Water Quality
Control Board (RWQCB) have reviewed and approved the SBWMA'’s “Closure Report”
submitted on January 29, 2013 to close the Shoreway Environmental Center (“Shoreway”)
groundwater remediation project and issued a NOTICE OF CASE CLOSURE on
April 29, 2014. This case closure letter is the final step in the Shoreway remediation closure
and “no further remediation action” is required at the Shoreway facility. While no further
remediation effort was deemed necessary, due to concerns about potential residual
contamination, the property has a deed restriction requiring it to remain industrially zoned.
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2015

Note 7:

Note 8:

Note 9:

Pollution Remediation (Continued)

In March of 2010, the SBWMA received a lump sum settlement payment of $1,500,000 from
Republic Services (formerly Allied Waste and BFI). This money was deposited into a
SBWMA account dedicated to the ongoing clean-up efforts at Shoreway (the remediation
cost estimate was negotiated with Allied per methods approved by County regulators and
based on input from environmental engineers). At the close of remediation efforts on April
29, 2014 the Shoreway Remediation Fund had an unspent balance of $1,239,826. The
unspent balance as of June 30, 2015 is $1,233,640.

Net Position
Designations

The Authority has designated $10,263,092 of the unrestricted net position for several
reserves which include: $3,887,542 for rate stabilization, $3,887,542 for emergency reserve,
$1,429,675 for equipment replacement, $1,058,333 for the payment of 2009A bonds. These
designations may be modified, amended or removed by Authority Board action.

Commitments and Contingent Liabilities

Litigation

SBWMA is subject to litigation arising in the normal course of business. In the opinion of legal
counsel there is no pending litigation, which is likely to have a material adverse effect on the

financial position of SBWMA.

Construction Commitments

There are no significant construction commitments as of June 30, 2015.
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A Public Agency
STAFF REPORT
To: SBWMA Board Members
From: Farouk Fakira, Finance Manager
Date: January 28, 2015 Board of Director’s Meeting
Subject: Resolution Approving Revised SBWMA Investment Policy for 2016

Recommendation

It is recommended that the SBWMA Board of Directors approve Resolution No. 2016-07 attached hereto
authorizing the adoption of the Investment Policy for 2016. See Exhibit A to the Resolution for the actual 2016
Investment Policy.

Summary
As stated in the Investment Policy, the Investment Policy shall be adopted by resolution of the Board on an annual

basis. It was last approved by the Board in January 22 2015. It has been reviewed by the Board adhoc Audit Sub-
Committee (comprised of Board Members Bill Widmer, Michael Brownrigg and Jay Benton) which recommends
approval. The minor changes to the policy that have been recommended are shown in the attached redline
version (see Exhibit B).

Analysis
On August 24, 2000, the Board approved utilization of the City of San Carlos’ Investment Policy for the SBWMA

Investment Policy. This decision was based on the Authority’s need to have policies in place. The Board has
approved annual revisions. The attached SBWMA Investment Policy (see Exhibit A) is fully compliant with
California Code and is the similar to the policy that is used by the City of San Carlos who serves as the Financial
Agent for the Authority. City staff has also reviewed this proposed policy. The primary objective of the Investment
Policy is safety of principal, while meeting the cash flow needs of the JPA, through prudent investment of
unexpended cash.

Background
In January 2015 the Audit Committee reviewed the mix of investments between the County Pool and the state

LAIF fund. The Audit Sub-Committee agreed to increase the County Fund to 30% to 50% while keeping the state
LAIF Fund at 50% to 70%. This change was approved by the Board at the January 22, 2015 Board meeting.

The Audit Sub-Committee also recommended that staff evaluate an option for more active management of the
investment funds, including an option for hiring an investment advisor. Staff released an RFP, which was sent to
all companies that had responded to other similar RFPs released by other Member Agency, and only received
one response. Staff decided to not pursue this recommendation further given the limited response and also
inability to discern any financial value from this approach.

Fiscal Impact
There is no fiscal impact associated with approving the attached revised Investment Policy.
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Attachments:

Resolution 2016-07
Exhibit A — Investment Policy

Exhibit B — Redline version of Investment Policy showing changes (available online only at www.rethinkwaste.orq)
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RESOLUTION NO. 2016-07

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS
APPROVING A REVISED INVESTMENT POLICY FOR 2016

WHEREAS, the South Bayside Waste Management Authority (SBWMA) and the City of San Carlos has
reviewed and revised the current Investment Policy;

WHEREAS, the Board's Adhoc. Audit Sub-Committee has also reviewed the Policy and supports the
recommended changes;

NOW, THEREFORE BE IT RESOLVED that the South Bayside Waste Management Authority hereby
approves the 2016 SBWMA Investment Policy document as shown in Exhibits A and B.

PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority, County of
San Mateo, State of California on the 28t day of January, 2016, by the following vote:

Agency Yes No Abstain | Absent | Agency Yes No Abstain | Absent
Atherton Menlo Park

Belmont Redwood City

Burlingame San Carlos

East Palo Alto San Mateo

Foster City County of San Mateo

Hillshorough West Bay Sanitary Dist.

| HEREBY CERTIFY that the foregoing Resolution No. 2016-07 was duly and regularly adopted at a regular meeting of

the South Bayside Waste Management Authority on January 28, 2016.

ATTEST:

Cynthia Urman, Board Secretary

Bill Widmer, Chairperson of SBWMA
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY
INVESTMENT POLICY

January 2016
POLICY

The investment of the funds of the South Bayside Waste Management Authority (SBWMA) is
directed to the goals of safety, liquidity and yield. This Investment Policy incorporates the policies
defined by the certified investment policy standards recommended by the Association of Public
Treasurers. The authority governing investments for municipal governments is set forth in the
California Government Code, Sections 53601 through 53659.

The primary objective of the investment policy of the South Bayside Waste Management Authority
is SAFETY OF PRINCIPAL. Investments shall be placed in those securities as outlined by type and
maturity sector in this document. Effective cash flow management and resulting cash investment
practices are recognized as essential to good fiscal management and control. The SBWMA's
portfolio shall be designed and managed in a manner responsive to the public trust and consistent
with state and local law. Portfolio management requires continual analysis and as a result the
balance between the various investments and maturities may change in order to give the SBWMA
the optimum combination of necessary liquidity and optimal yield based on cash flow projections.

SCOPE

The investment policy applies to all financial assets of the South Bayside Waste Management
Authority as accounted for in the Annual Financial Statements. Policy statements outlined in this
document focus on the SBWMA's pooled funds and debt-related funds held by the trustee/ fiscal
agent.

PRUDENCE

The standard to be used by investment officials shall be that of a "prudent investor" and shall be
applied in the context of managing all aspects of the overall portfolio. When investing, reinvesting,
purchasing, acquiring, exchanging, selling, or managing public funds, a trustee shall act with care,
skill, prudence, and diligence under the circumstances then prevailing, including, but not limited to,
the general economic conditions and the anticipated needs of the agency, that a prudent person
acting in a like capacity and familiarity with those matters would use in the conduct of funds of a like
character and with like aims, to safeguard the principal and maintain the liquidity needs of the
agency. Within the limitations of this section and considering individual investments as part of an
overall strategy, investments may be acquired as authorized by law.

It is the SBWMA's full intent, at the time of purchase, to hold all investments until maturity to ensure
the return of all invested principal dollars.

However, it is realized that market prices of securities will vary depending on economic and interest
rate conditions at any point in time. It is further recognized that in a well-diversified investment
portfolio, occasional measured losses are inevitable due to economic, bond market or individual
security credit analysis. These occasional losses must be considered within the context of the overall
investment program objectives and the resultant long-term rate of return.
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The Administrative Services Director of the City of San Carlos (City) and other individuals assigned,
as approved by the SBWMA Executive Director and SBWMA Finance Manager to manage the
SBWMA investment portfolio, acting within the intent and scope of the investment policy and other
written procedures and exercising due diligence, shall be relieved of personal responsibility and
liability for an individual security's credit risk or market price changes, provided deviations from
expectations are reported in a timely manner and appropriate action is taken to control adverse
developments.

OBJECTIVES

Safety of Principal

Safety of principal is the foremost objective of the South Bayside Waste Management Authority.
Each investment transaction shall seek to ensure that capital losses are avoided, whether from
securities default, broker-dealer default or erosion of market value. The SBWMA shall seek to
preserve principal by mitigating the two types of risk: credit risk and market risk.

Credit risk, defined as the risk of loss due to failure of the issuer of a security, shall be mitigated by
investing in investment grade securities and by diversifying the investment portfolio so that the
failure of any one issuer does not unduly harm the SBWMA's capital base and cash flow.

Market risk, defined as market value fluctuations due to overall changes in the general level of
interest rates, shall be mitigated by limiting the average maturity of the SBWMA's investment
portfolio to two years, the maximum maturity of any one security to five years, structuring the portfolio
based on historic and current cash flow analysis eliminating the need to sell securities prior to
maturity and avoiding the purchase of long term securities for the sole purpose of short term
speculation.

Liguidity

Historical cash flow trends are compared to current cash flow requirements on an ongoing basis in
an effort to ensure that the SBWMA's investment portfolio will remain sufficiently liquid to enable the
SBWMA to meet all reasonably anticipated operating requirements.

MATURITY MATRIX

Maturities of investments will be selected based on liquidity requirements to minimize interest rate
risk and maximize earnings. Current and expected yield curve analysis will be monitored and the
portfolio will be invested accordingly. The weighted average maturity of the pooled portfolio should
not exceed two years and the following percentages of the portfolio should be invested in the
following maturity sectors:

Maturity Range
Suggested Percentage

1 day to 7 days 10 to 50%
7 days to 180 10 to 30%
180 days to 360 days 10 to 30%
1 year to 2 years 10 to 20%
2 years to 3 years 0 to 20%
3 years to 4 years 0to 20%
4 years to 5 years 0to 20%
Over 5 years Board Authorization Required *
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* One exception does exist regarding the investment of bond reserve funds. If in the opinion of the
City Administrative Services Director, matching the segregated investment portfolio of the bond
reserve fund with the maturity schedule of an individual bond issue is prudent given current
economic analysis, the investment policy authorizes extending beyond the five year maturity
limitation as outlined in this document.

PERFORMANCE EVALUATION

Investment performance is monitored and evaluated by the Investment Advisory Committee, whose
membership is outlined in the following section. Investment performance statistics and activity
reports are generated on a quarterly basis for presentation to the Investment Advisory Committee
and to the SBWMA Board of Directors. Annually, a statement of investment policy, and any
proposed changes to the policy, will be rendered to the Investment Advisory Committee and to the
SBWMA Board of Directors for Board consideration at a public meeting.

The SBWMA's investment portfolio is designed to at least attain a market average rate of return
through economic cycles. The market average rate of return is defined as average return on the
Local Agency Investment Fund (assuming the State does not adversely affect LAIF’s returns due to
budget constraints).

DELEGATION OF AUTHORITY

The Joint Powers Authority Agreement of the South Bayside Waste Management Authority and the
authority granted by SBWMA Board assign the responsibility of investing unexpended cash to the
City’s Administrative Services Director. Daily management responsibility of the investment program
may be delegated to the City’s Financial Services Manager, who shall establish procedures for the
operation consistent with this investment policy.

INVESTMENT COMMITTEE

An investment committee consisting of the City of San Carlos Treasurer, City Manager, and
Administrative Services Director shall be established to provide general oversight and direction
concerning the policy related to management of the SBWMA's investment pool. The Financial
Services Manager shall not be a member of the committee but shall serve in a staff and advisory
capacity. The committee shall review and approve quarterly investment reports prepared by the
Finance Department and reviewed by the Financial Services Manager or meet as necessary to
discuss changes to the report or the investment strategy. The Investment Committee serving as
the legislative body of the Investment Policy will have the quarterly reports for their review within
thirty (30) days following the end of the quarter covered by the report as per Section 53646 (b)(1) of
the California Government Code.

ETHICS AND CONFLICTS OF INTEREST

Officers and employees involved in the investment process shall refrain from personal business
activity that conflicts with proper execution of the investment program, or impairs their ability to make
impartial investment decisions. Additionally the City’s Administrative Services Director and the
Financial Services Manager are required to annually file applicable financial disclosures as required
by the Fair Political Practices Commission (FPPC).
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SAFEKEEPING OF SECURITIES

To protect against fraud or embezzlement or losses caused by collapse of an individual securities
dealer, all securities owned by the SBWMA shall be held in safekeeping by a third party bank trust
department, acting as agent for the SBWMA under the terms of a custody agreement. All trades
executed by a dealer will settle delivery versus payment (DVP) through the SBWMA's safekeeping
agent.

Securities held custody for the SBWMA shall be monitored by the City’'s Administrative Services
Director to verify investment holdings.

All exceptions to this safekeeping policy must be approved by the City’'s Administrative Services
Director in written form and included in the quarterly reporting to the Investment Committee and the
SBWMA Board of Directors.

INTERNAL CONTROL

Separation of functions between the City’s Administrative Services Director or Financial Services
Manager and/or the Senior Accountant is designed to provide an ongoing internal review to prevent
the potential for converting assets or concealing transactions.

Investment decisions are made by the City’s Administrative Services Director, executed by the
Administrative Services Director or Financial Services Manager and confirmed by the Senior
Accountant. All wire transfers initiated by the Administrative Services Director or Financial Services
Manager must be reconfirmed by the appropriate financial institution to the Senior Accountant.
Proper documentation obtained from confirmation and cash disbursement wire transfers is required
for each investment transaction. Timely bank reconciliation is conducted to ensure proper handling
of all transactions.

The investment portfolio and all related transactions are reviewed and balanced to appropriate
general ledger accounts by the Senior Accountant on a monthly basis. An independent analysis by
an external auditor shall be conducted annually to review and perform procedure testing on the
Agency’s cash and investments that have a material impact on the financial statements. The
Administrative Services Director and/or Investment Committee shall review and assure compliance
with investment process and procedures.

REPORTING

The City’'s Administrative Services Director shall review and render quarterly reports to the
Investment Advisory Committee and to the Board of Directors which shall include the face amount
of the cash investment, the classification of the investment, the name of the institution or entity, the
rate of interest, the maturity date, the current market value and accrued interest due for all securities.
The quarterly reports will be submitted to the Investment Committee within thirty (30) days following
the end of the quarter covered by the report as per Section 53646 (b)(1) of the California
Government Code. Once approved by the Investment Committee, the quarterly reports shall be
placed on the Board of Director’'s meeting agenda for its review and approval no later than 60 days
after the quarter ends.
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QUALIFIED BROKER/DEALERS

The SBWMA shall transact business only with banks, savings and loans, and with broker/dealers.
The broker/dealers should be primary or regional dealers. The City currently does not maintain a list
of broker/dealers approved to do business with the City. When necessary, the City shall go through
the Request for Proposal processes to select the broker/dealers. The City’s Administrative Services
Director will make exceptions only upon written authorization. Investment staff shall investigate
dealers wishing to do business with the SBWMA to determine if they are adequately capitalized,
have pending legal action against the firm or the individual broker and make markets in the securities
appropriate to the SBWMA's needs. The SBWMA's investment policy shall be made available on
the Authority’s website for broker/dealers’ review.

COLLATERAL REQUIREMENTS

Collateral is required for investments in certificates of deposit. In order to reduce market risk, the
collateral level will be at least 110% of market value of principal and accrued interest.

AUTHORIZED INVESTMENTS

Investment of SBWMA funds is governed by the California Government Code Sections 53600 et
seq. Within the context of the limitations, the following investments are authorized, as further limited
herein:

1. United States Treasury Bills, Bonds, and Notes or those for which the full faith and credit of
the United States are pledged for payment of principal and interest. There is no percentage
limitation of the portfolio that can be invested in this category, although a five-year maturity
limitation is applicable.

2. Obligations issued by the Government National Mortgage Association (GNMA), the Federal
Farm Credit System (FFCB), the Federal Home Loan Bank Board (FHLB), the Federal
National Mortgage Association (FNMA), the Student Loan Marketing Association (SLMA),
and the Federal Home Loan Mortgage Corporation (FHLMC). There is no percentage
limitation of the portfolio that can be invested in this category, although a five-year maturity
limitation is applicable.

Investments detailed in items 3 through 10 are further restricted to a percentage of the cost
value of the portfolio in any single issuer name to a maximum of 5%. The total value invested
in any one issuer shall not exceed 5% of the issuers net worth. Again, a five-year maximum
maturity limitation is applicable unless further restricted by this policy.

3. Bills of exchange or time drafts drawn on and accepted by commercial banks, otherwise
known as banker's acceptances. Banker's acceptances purchased may not exceed 180 days
to maturity or 30% of the cost value of the portfolio.

4, Commercial paper ranked “A-1" or higher, or the equivalent by a nationally recognized
statistical rating organization (NRSRO), such as Standard and Poor’s Ratings Services, Fitch
Ratings, Inc. or Moody’s Investors Services, , and issued by domestic corporations having
assets in excess of $500,000,000 and having an A or better rating on its' long term
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10.

debentures as provided by NRSRO. Purchases of eligible commercial paper may not exceed
270 days to maturity nor represent more than 5% of the outstanding paper of the issuing
corporation. Purchases of commercial paper may not exceed 25% of the cost value of the
portfolio.

Negotiable Certificates of Deposit issued by nationally or state chartered banks (FDIC
insured institutions) or state or federal savings institutions. Purchases of negotiable
certificates of deposit may not exceed 30% of total portfolio. A maturity limitation of five years
is applicable.

Local Agency Investment Fund (LAIF) which is a State of California managed investment
pool, and San Mateo County Investment pool, may be used up to the maximum permitted
by California State Law. A review of the pool/fund is required when they are part of the list
of authorized investments, with the knowledge that the pool/fund may include some
investments allowed by statute but not explicitly identified in this investment policy.

Time deposits, non-negotiable and collateralized in accordance with the California
Government Code, may be purchased through banks or savings and loan associations.
Since time deposits are not liquid, no more than 25% of the investment portfolio may be
invested in this investment type.

Medium Term Corporate Notes, with a maximum maturity of five years may be purchased.
Securities eligible for investment shall be rated A or better by an NRSRO. Purchase of
medium term notes may not exceed 30% of the market value of the portfolio and no more
than 5% of the market value of the portfolio may be invested in notes issued by one
corporation. Commercial paper holdings should also be included when calculating the 15%
limitation.

Ineligible investments are those that are not described herein, including but not limited to,
common stocks and long term (over five years in maturity) notes and bonds are prohibited
from use in this portfolio. It is noted that special circumstances arise that necessitate the
purchase of securities beyond the five-year limitation. On such occasions, requests must be
approved by Board of Directors prior to purchase.

Various daily money market funds administered for or by trustees, paying agents and
custodian banks contracted by the SBWMA may be purchased as allowed under State of
California Government Code. Only funds holding U.S. Treasury or Government agency
obligations can be utilized.
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The following summary of maximum percentage limits, by instrument, is established for the
SBWMA's total pooled funds portfolio:

Minimum Maximum
Authorized Government | Maximum Credit Maximum in Investment
Investment Type Code Maturity Quality Portfolio in One Issuer

50% to 70% of the

investment

portfolio, as
Local Agency U

pon approved by the

Investment Fund 16429.1 Demand N/A SBWMA Board N/A
(LAIF)

but no more than

$50 million

permitted by LAIF

30% to 50% of the

investment
ISan Mateo County 53684 Upon N/A portfolio, as N/A
nvestment Pool Demand

approved by the

SBWMA Board
Treasury Obligations
(bl ngtes &gbon i | 53601(b) | 5 Years N/A 100% N/A
US Government
Agency and Federal 53601(f) 5 Years N/A 100% N/A
Agency Securities
Bankers Acceptances 53601(q) 180 Days N/A 30% (A), (B)
Commercial Paper 53601(h) 270 Days A-1 25% (A), (B)
Negotiable
Certificates of 53601(i) 5 Years N/A 30% (A), (B)
Deposit
Time Certificates of
Deposit — Banks or 53601.8 5 Years N/A 25% (A), (B)
Savings and Loans
Eﬂsrﬂggtgmes 53601(k) | 5 Years A 30% (A), (B)

(A) 5% of outstanding paper of issuing corporation
(B) 5% of the portfolio in one corporation

DERIVATIVE INVESTMENTS
Derivatives are investments whose value is "derived" from a benchmark or index. That benchmark

can be almost any financial measure from interest rates to commodity and stock prices. The use of
derivatives is prohibited under this policy.

SBWMA BOD PACKET 01/28/2016 AGENDA ITEM: 3D EXHIBIT A p7



South Bayside Waste Management Authority
Investment Policy
Page 8

LEGISLATIVE CHANGES

Any State of California legislative action that further restricts allowable maturities, investment type,
or percentage allocations will be incorporated into the South Bayside Waste Management
Authority's Investment Policy and supersede any and all previous applicable language.

INTEREST EARNINGS

All moneys earned and collected from investments authorized in this policy shall be allocated
quarterly to various fund accounts based on the cash balance in each fund at quarter end as a
percentage of the entire pooled portfolio.

LIMITING MARKET VALUE EROSION

The longer the maturity of securities, the greater their market price volatility. Therefore, it is the
general policy of the SBWMA to limit the potential effects from erosion in market values by adhering
to the following guidelines:

All immediate and anticipated liquidity requirements will be addressed prior to purchasing all
investments.

Maturity dates for long-term investments will coincide with significant cash flow requirements where
possible, to assist with short term cash requirements at maturity.

All long-term securities will be purchased with the intent to hold all investments to maturity under
then prevailing economic conditions. However, economic or market conditions may change, making
it in the SBWMA's best interest to sell or trade a security prior to maturity.

PORTFOLIO MANAGEMENT ACTIVITY

The investment program shall seek to augment returns consistent with the intent of this policy,
identified risk limitations and prudent investment principals. These objectives will be achieved by
use of the following strategies:

Active Portfolio Management. Through active fund and cash flow management, taking advantage
of current economic and interest rate trends, the portfolio yield may be enhanced with limited and
measurable increases in risk by extending the weighted maturity of the total portfolio.

Portfolio Maturity Management. When structuring the maturity composition of the portfolio, the
SBWMA shall evaluate current and expected interest rate yields and necessary cash flow
requirements. It is recognized that in normal market conditions longer maturities produce higher
yields. However, the securities with longer maturities also experience greater price fluctuations when
the level of interest rates change.

Security Swaps. The SBWMA may take advantage of security swap opportunities to improve the
overall portfolio yield. A swap, which improves the portfolio yield, may be selected even if the
transactions result in an accounting loss. Documentation for swaps will be included in the SBWMA
permanent investment file documents.
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Competitive Bidding. It is the policy of the SBWMA to require competitive bidding for investment
transactions that are not classified as "new issue” securities. For the purchase of non-"new issue”
securities and the sale of all securities at least three bidders must be contacted. Competitive bidding
for security swaps is also suggested, however, it is understood that certain time constraints and
broker portfolio limitations exist which would not accommodate the competitive bidding process. If
a time or portfolio constraining condition exists, the pricing of the swap should be verified to current
market conditions and documented for auditing purposes.

POLICY REVIEW

The South Bayside Waste Management Authority's investment policy shall be adopted by resolution
of the Board on an annual basis. This investment policy shall be reviewed at least annually to ensure
its consistency with the overall objectives of preservation of principal, liquidity and yield, and its
relevance to current law and financial and economic trends. Any amendments to the policy shall be
forwarded to Board for approval.

Glossary of Terms
Accrued Interest- Interest earned but not yet received.
Active Deposits- Funds which are immediately required for disbursement.

Amortization- An accounting practice of gradually decreasing (increasing) an asset's book value by
spreading its depreciation (accretion) over a period of time.

Annual Financial Report - The official annual financial report for the SBWMA. It includes five
combined statements and basic financial statements for each individual fund and account group
prepared in conformity with Generally Accepted Accounting Principles (GAAP).

Asked Price- The price a broker dealer offers to sell securities.

Basis Point- One basis point is one hundredth of one percent (.01).
Bid Price- The price a broker dealer offers to purchase securities.

Bond- A financial obligation for which the issuer promises to pay the bondholder a specified stream
of future cash flows, including periodic interest payments and a principal repayment.

Bond Swap — Selling one bond issue and buying another at the same time in order to create an
advantage for the investor. Some benefits of swapping may include tax-deductible losses,
increased yields, and an improved quality portfolio.

Book Entry Securities — Securities, such stocks held in “street name,” that are recorded in a
customer’s account, but are not accompanied by a certificate. The trend is toward a certificate-free
society in order to cut down on paperwork and to diminish investors’ concerns about the certificates
themselves. All the large New York City banks, including those that handle the bulk of the
transactions of the major government securities dealers, how clear most of their transactions with
each other and with the Federal Reserve through the use of automated telecommunications and the
“book-entry” custody system maintained by the Federal Reserve Bank of New York. These banks
have deposited with the Federal Reserve Bank a major portion of their government and agency
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securities holdings, including securities held for the accounts of their customers or in a fiduciary
capacity. Virtually all transfers for the account of the banks, as well as for the government securities
dealers who are their clients, are now effected solely by bookkeeping entries. The system reduces
the costs and risks of physical handling and speeds the completion of transactions.

Bearer and Registered Bonds - In the past, bearer and registered bonds were issued in paper form.
Those still outstanding may be exchanged at any Federal Reserve Bank or branch for an equal
amount of any authorized denomination of the same issue. Outstanding bearer bonds are
interchangeable with registered bonds and bonds in “book-entry” form. That is, the latter exist as
computer entries only and no paper securities are issued. New bearer and registered bonds are no
longer being issued. Since August 1986, the Treasury’s new issues of marketable notes and bonds
are available in book-entry form only. All Treasury bills and more than 90% of all other marketable
securities are now in book-entry form. Book-entry obligations are transferable only pursuant to
regulations prescribed by the Secretary of the Treasury.

Book Value- The value at which a debt security is shown on the holder's balance sheet. Book value
is acquisition cost less amortization of premium or accretion of discount.

Broker — In securities, the intermediary between a buyer and a seller of securities. The broker, who
usually charges a commission, must be registered with the exchange in which he or she is trading,
accounting for the name registered representative.

Certificate of Deposit- A deposit insured up to $250,000 by the FDIC at a set rate for a specified
period of time.

Collateral- Securities, evidence of deposit or pledges to secure repayment of a loan. Also refers to
securities pledged by a bank to secure deposit of public moneys.

Constant Maturity Treasury (CMT) - An average Yyield of a specific Treasury maturity sector for a
specific time frame. This is a market index for reference of past direction of interest rates for the
given Treasury maturity range.

Coupon- The annual rate of interest that a bond's issuer promises to pay the bondholder on the
bond's face value.

Credit Analysis- A critical review and appraisal of the economic and financial conditions or of the
ability to meet debt obligations.

Current Yield- The interest paid on an investment expressed as a percentage of the current price of
the security.

Custody- A banking service that provides safekeeping for the individual securities in a customer's
investment portfolio under a written agreement which also calls for the bank to collect and pay out
income, to buy, sell, receive and deliver securities when ordered to do so by the principal.

Delivery vs. Payment (DVP) - Delivery of securities with a simultaneous exchange of money for the
securities.

Discount- The difference between the cost of a security and its value at maturity when quoted at
lower than face value.
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Diversification- Dividing investment funds among a variety of securities offering independent returns
and risk profiles.

Duration- The weighted average maturity of a bond's cash flow stream, where the present value of
the cash flows serve as the weights; the future point in time at which on average, an investor has
received exactly half of the original investment, in present value terms; a bond's zero-coupon
equivalent; the fulcrum of a bond's present value cash flow time line.

Fannie Mae- Trade name for the Federal National Mortgage Association (FNMA), a U.S. sponsored
corporation.

Federal Reserve System- The central bank of the U.S. that consists of a seven member Board of
Governors, 12 regional banks and 5,700 commercial banks that are members.

Federal Deposit Insurance Corporation (FDIC) - Insurance provided to customers of a subscribing
bank that guarantees deposits to a set limit (currently $250,000) per account.

Fed Wire- A wire transmission service established by the Federal Reserve Bank to facilitate the
transfer of funds through debits and credits of funds between participants within the Fed system.

Freddie Mac- Trade name for the Federal Home Loan Mortgage Corporation (FHLMC), a U.S.
sponsored corporation.

Ginnie Mae- Trade name for the Government National Mortgage Association (GNMA), a direct
obligation bearing the full faith and credit of the U.S. Government.

Inactive Deposits- Funds not immediately needed for disbursement.

Interest Rate- The annual yield earned on an investment, expressed as a percentage.

Investment Agreements- An agreement with a financial institution to borrow public funds subject to
certain negotiated terms and conditions concerning collateral, liquidity and interest rates.

Liquidity- Refers to the ability to rapidly convert an investment into cash.

Market Value- The price at which a security is trading and could presumably be purchased or sold.

Maturity- The date upon which the principal or stated value of an investment becomes due and
payable.

Nationally Recognized Statistical Rating Organizations (NRSRO): A U.S. Securities & Exchange
Commission registered agency that assesses the creditworthiness of an entity or specific security.
NRSRO typically refers to Standard and Poor’s Ratings Services, Fitch Ratings, Inc. or Moody’s
Investors Services.

New Issue- Term used when a security is originally "brought” to market.

Perfected Delivery- Refers to an investment where the actual security or collateral is held by an
independent third party representing the purchasing entity.
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South Bayside Waste Management Authority
Investment Policy
Page 12

Portfolio- Collection of securities held by an investor.

Primary Dealer- A group of government securities dealers that submit daily reports of market activity
and security positions held to the Federal Reserve Bank of New York and are subject to its informal
oversight.

Purchase Date- The date in which a security is purchased for settlement on that or a later date.

Rate of Return- The yield obtainable on a security based on its purchase price or its current market
price. This may be the amortized yield to maturity on a bond or the current income return.

Repurchase Agreement (REPO) - A transaction where the seller (bank) agrees to buy back from
the buyer (SBWMA) the securities at an agreed upon price after a stated period of time.

Reverse Repurchase Agreement (REVERSE REPO) - A transaction where the seller (SBWMA)
agrees to buy back from the buyer (bank) the securities at an agreed upon price after a stated period
of time.

Risk- Degree of uncertainty of return on an asset.
Safekeeping- see custody.

Sallie Mae- Trade name for the Student Loan Marketing Association (SLMA), a U.S. sponsored
corporation.

Secondary Market- A market made for the purchase and sale of outstanding issues following the
initial distribution.

Settlement Date- The date on which a trade is cleared by delivery of securities against funds.

Time Deposit — A deposit in an interest-paying account that requires the money to remain on account
for a specific length of time. While withdrawals can generally be made from a passbook account at
any time, other time deposits, such as certificates of deposit, are penalized for early withdrawal.

Treasury Obligations- Debt obligations of the U.S. Government that are sold by the Treasury
Department in the forms of bills, notes, and bonds. Bills are short-term obligations that mature in
one year or less. Notes are obligations that mature between one year and ten years. Bonds are
long-term obligations that generally mature in ten years or more.

U.S. Government Agencies- Instruments issued by various US Government Agencies most of which
are secured only by the credit worthiness of the particular agency.

Yield- The rate of annual income return on an investment, expressed as a percentage. It is obtained
by dividing the current dollar income by the current market price of the security.

Yield to Maturity- The rate of income return on an investment, minus any premium or plus any
discount, with the adjustment spread over the period from the date of purchase to the date of
maturity of the bond, expressed as a percentage.

Yield Curve- The yield on bonds, notes or bills of the same type and credit risk at a specific date for
maturities up to thirty years.
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South Bayside Waste
Management Authority

STAFF REPORT
To: SBWMA Board Members
From: Farouk Fakira, Finance Manager
Date: January 28, 2016 Board of Director’s Meeting
Subject: Approval of Quarterly Investment Report for the Quarter Ended September 30, 2015

Recommendation
It is recommended that the SBWMA Board review and accept the Quarterly Investment Report.

Analysis

The primary objective of the Investment Policy for the SBWMA is safety of principal, while meeting the cash flow
needs of the Authority, through prudent investment of unexpended cash. As of September 30, 2015, the investment
portfolio was in compliance with the Investment Policy. The portfolio contains sufficient liquidity to meet the next six
months of expected expenditures by the Authority as well as by other third parties.

Fiscal Impact
The attached Investment Portfolio Summary indicates that as of September 30, 2015, funds in the amount of
$21,238,203 were invested producing a weighted average yield of 0.38%.

Below is a summary of the changes from the last quarter.

Qtr Ended Qtr Ended Increase
9/30/15 6/30/15 (Decrease)
Total Portfolio $ 21,238,203 [ $ 19,986,362 | $ 1,251,841
Weighted Avgerage Yield 0.38% 0.33% 0.05%
Interest Earnings $ 19,865 | $ 17,026 | $ 2,839
Lehman Recovery Payment $ - $ 10,087 [ $  (10,087)

The overall portfolio balance increased by $1,251,841. The increase is mainly from the transfer of excess operating
cash into the investment portfolio to earn interest. The principal and interest payments for the 2009 Series A bond
offset part of the increase. As a result of higher portfolio balance and weighted average yield, the interest earnings
this quarter are slightly higher than the previous quarter.

A table comparison of the portfolio components is provided below:

9/30/2015 % of 6/30/2015 % of Change over

Balance Total Balance Total Prior Quarter
SM County Pool $ 5728746 27% |$ 5719002 29% [$ 9,744
LAIF 10,878,169 | 51% 7,971,342 | 40% 2,906,827
Bond Account 4,631,288 | 21% 6,296,018 | 32% (1,664,730)
Total Portfolio $ 21,238,203| 100% [$ 19,986,362 | 100% |$ 1,251,841

Note: There may be minor differences in totals as individual amounts are rounded to the nearest dollar
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Due to arbitrage restrictions, bond investments are not included in our LAIF rate or investment pool comparison. As
of September 30, 2015, the bond reserve and payment accounts of approximately $4.6 million were invested with the
trustee in short-term investments.

After the SBWMA Board approved its Audit Committee recommendation to increase the investment balance in the
County Investment Pool to no less than 30% of the total investment pools in January, $3.1 million was transferred to
the County Investment Pool to meet the requirement. As of September 30, 2015, investments in the County
Investment Pool totaled 34% of SBWMA's funds available for investment pools (see Attachment 1).

The average yield of the portfolio in the quarter excluding the bond proceeds was 0.46%. LAIF is used as a
benchmark and the average LAIF yield for the quarter ending September 30, 2015, was 0.32%. The San Mateo
County Pool average yield for the quarter was 0.73%.

The Investment Advisory Committee, consisting of Jeff Maltbie, City Manager of San Carlos; Michael Galvin, City
Treasurer for San Carlos; and Rebecca Mendenhall, Administrative Services Director of San Carlos, have reviewed
this report before presentation to the Board.

Attachments

A — Summary of All Investments for Quarter Ending September 30, 2015
B — Investment Portfolio 9/30/2015 - Chart
C - Historical Summary of Investment Portfolio
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Attachment 1

SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY

SUMMARY OF ALL INVESTMENTS
For Quarter Ending September 30, 2015

Weighted
Average Historical % of GASB 31 ADJ Interest
Category Interest Rate Book Value Portolio Market Value* Earned
|Liquid Investments: |
San Mateo County Investment Pool (COPOOL) 0.73% % 5,728,746 34% 5,728,746 10,444
Local Agency Investment Fund (LAIF) 0.32% 10,878,169 66% 10,884,638 7,185
ﬁotal - Investments | | 0.46%| | 16,606,915 | | 100.00%)] | 16,613,384 | | 17,629 |
|Bond Accounts - Cash with Fiscal Agents |
BNY Western Trust - Certificates of Deposit 0.43% 744,000 744,000 2,236
2009A Reserve Fund Account
BNY Western Trust - Dreyfus Cash Mgmt 670 Inv 0.00% 3,383,599 3,383,599 -
2009A Reserve Fund Account
BNY Western Trust - Dreyfus Cash Mgmt 670 Inv 0.00% 503,689 503,689 -
2009A Payment Fund Account
|Total - Bond Accounts | | 0.07%| | 4,631,288 | | [ | 4,631,288 | | 2,236 |
|GRAN-D TOTAL OF PORTFOLIO | | 0.38%| | 21,238,203 | | [ 1 21,244,672 | | 19,865 |
Total Interest Earned This Quarter 19,865
Total Interest Earned Fiscal Year-to-Date 19,865

Note: SBWMA Board approved the following investment mix at its January 22, 2015 meeting:
LAIF -50% to 70%
COPOOL - 30% to 50%

*Difference in value between Historical Value and Market Value may be due to timing of purchase. Investments in the investment pools may have been purchased
when interest rates were lower or higher than the end date of this report. As interest rates increase or decrease, the value of the investment pools will decrease or

increase accordingly. However, interest rate fluctuations does not have any impact to SBWMA's balance in the investment pools. The market values are presented
as a reference only.
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Attachment 2

South Bayside Waste Management Authority Investment
Portfolio
9/30/2015

San Mateo County Pool
27%

Bond Accounts
22%
m San Mateo County Pool

= LAIF

m Bond Accounts
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Attachment 3
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South Bayside Waste Management Authority Historical
Summary of Investment Portfolio

Jun-14 Sep-14 Dec-14 Mar-15 Jun-15 Sep-15

® Bond Accounts
m LAIF
= SM County Pool

South Bayside Waste Management Authority Portfolio

Sep-13 Dec-13 Mar-14 Jun-14 Sep-14 Dec-14 Mar-15 Jun-15 Sep-15
SM County Pool 2,265,903 2,269,668 2,286,013 2,289,604 2,293,037 2,596,754 5,700,859 5,719,002 5,728,746
LAIF 10,921,027 11,628,111 11,584,976 12,591,585 13,448,147 12,456,035 10,864,026 7,971,342 10,878,169
Bond Accounts 4,619,074 5,653,984 5,226,893 6,257,859 4,628,312 5,659,274 5,264,849 6,296,018 4,631,288
Grand Total $17,806,004 $19,551,763 $19,097,882 $21,139,048 $20,369,496 $ 20,712,063 $21,829,734 $ 19,986,362 $ 21,238,203
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A Public Agency

STAFF REPORT
To: SBWMA Board Members
From: Bill Widmer, Chair
Date: January 28, 2016 Board of Directors Meeting
Subject: Appointment of Hilary Gans as Interim Executive Director During Recruitment Process for

an Executive Director for SBWMA

Recommendation

It is recommended that the SBWMA Board of Directors approve Resolution No. 2016-10 attached hereto
authorizing appointment of Hilary Gans as Interim Executive Director during the recruitment process for an
Executive Director for SBWMA.

Background/Analysis

At the end of December 2015, SBWMA's Executive Director, Kevin McCarthy, resigned. The Board of Directors
appointed a Subcommittee comprised of Chair Bill Widmer and Vice Chair Fran Dehn to conduct interviews of
potential candidates for Executive Director. Having conducted interviews of both internal and external candidates,
the Subcommittee recommends that Hilary Gans serve as Interim Executive Director during the recruitment
process. Mr. Gans will remain in his current position as Facility Operations Contract Manager and perform
additional duties required as the Interim Executive Director. In recognition of the additional responsibilities he
would assume while serving as Interim Executive Director, the Subcommittee recommends that the Board of
Directors authorize a $2,000 stipend per month to be paid to Mr. Gans during the time he serves as Interim
Executive Director and for an additional week of overlap with the permanent Executive Director.

Fiscal Impact
During the time the Executive Director’s position is vacant, SBWMA is achieving a monthly savings equal to the

amount previously paid in salary and benefits to the Executive Director. A stipend of $2,000 per month would be
an offsetting expense, if authorized. In addition, it is anticipated that some level of additional support to keep all
projects on schedule could be required by Mr. Gans while he serves in this dual capacity. An estimate of costs
associated with this additional support will be provided to the Board at the meeting on January 28, 2016, to be
considered prior to acting on this item as the Chair and Mr. Gans are scheduled to meet after distribution of this
packet to discuss this issue.

The financial impact of the proposed support and the projects on which support will be needed will be clearly
articulated and each element (if more than one) shall be subject to independent review and approval by the Board
prior to implementation in accordance with the revised procurement policy, passed at the Special Meeting on
January 18, 2016.

Attachments:
Resolution 2016-10
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RESOLUTION NO. 2016-10

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS

WHEREAS, in December 2015, South Bayside Waste Management Authority's Executive Director, Kevin
McCarthy, resigned; and

WHEREAS, the Board of Directors appointed a Subcommittee to conduct interviews of potential
candidates for Executive Director; and

WHEREAS, the Board of Directors will be entering into a contract with a recruitment firm to conduct a
search for an Executive Director; and

WHEREAS, the Board of Directors has authorized appointment of Hilary Gans, Facility Operations
Contract Manager, to serve as Interim Executive Director during the recruitment process; and

WHEREAS, Hilary Gans will remain in his current position as Facility Operations Contract Manager and
perform additional duties required as the Interim Executive Director; and

WHEREAS, Hilary Gans will be paid a $2,000 stipend per month during the time he serves as Interim
Executive Director retroactive to 25 January 2016 and until one full week following the Executive Director’s
commencing in the role

NOW, THEREFORE BE IT RESOLVED that the South Bayside Waste Management Authority hereby
authorizes the appointment of Hilary Gans as Interim Executive Director during the recruitment process for an
Executive Director.

PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority, County of
San Mateo, State of California on the 28" day of January, 2016, by the following vote:

Agency Yes No Abstain | Absent | Agency Yes No Abstain | Absent
Atherton Menlo Park

Belmont Redwood City

Burlingame San Carlos

East Palo Alto San Mateo

Foster City County of San Mateo

Hillsborough West Bay Sanitary Dist
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| HEREBY CERTIFY that the foregoing Resolution No. 2016-10_ was duly and regularly adopted at a regular meeting
of the South Bayside Waste Management Authority on January 28, 2016.

ATTEST: Bill Widmer, Chairperson of SBWMA

Cyndi Urman, Board Secretary
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STAFF REPORT

To: SBWMA Board Members

From: Jean Savaree, Deputy General Counsel
Date: January 28, 2016 Board of Directors Meeting
Subject: Election of Board Officers for 2016

Recommendation
The Board is required to annually elect a Board Chair and Vice Chair per Article 8 of the JPA Agreement.

Background
Staff recommends the following process for the Board to follow in electing a Chair and Vice Chair for calendar

year 2016:
1. Chair calls for nominations for the position of Chair (nominations do not require a second).
2. Motion is adopted to close nominations.
3. Board votes on nominations in the order in which the nominations were made until a Chair is elected.

4. Sections 8.5 and 10.8 of the JPA Agreement require the successful vote to be by 2/3 of the Directors
present.

5. The new Chair takes the gavel and assumes the office and calls for nominations for Vice Chair and
the same procedure is followed for electing the Vice Chair.

As a matter of practice, the Board Chair and Vice Chair along with the Executive Director, General Counsel and
Board Clerk have traditionally met on a monthly basis as the “Executive Committee” to conduct Board meeting
agenda planning and discuss major items of note related to JPA operations. The Executive Director also updates
the Executive Committee on a regular basis on any major issues that may come up in the course of day-to-day
operations.

Fiscal Impact
None.

Attachments:
None.
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South Bayside Waste
Management Authority

A Public Agency

STAFF REPORT

To: SBWMA Board Members

From: Farouk Fakira, Finance Manager

Date: January 28, 2016 Board of Directors Meeting

Subject: Resolution Accepting Mid-Year Review of FY1516 Annual Operating Budget

Board Action
It is recommended that the SBWMA Board of Directors approve Resolution No. 2016-08 attached hereto
authorizing the following action:

Approval of the Mid-Year Budget Adjustments for FY1516

More specifically, Board approval would include an additional compensation for SBR to cover higher glass
handling costs ($76,200 in transport cost for glass to Fairfield, $37,600 additional lease expense for two tractors
and two trailers to haul the glass, and $35,000 for hauling charge for batteries). Board approval would also cover
the addition of $55,422 for split-body pilot collection program that was included in the adopted 2015 Long Range
Plan; these expenses were previously include in the Board adopted Recology compensation for 2016.

Analysis

Staff has conducted a thorough analysis of year-to-date revenues and expenditures. One attachment has been
prepared to provide the Board with key budget and related information as follows:

e Attachment A contains budget worksheets providing line item detail for all projected revenues,
expenditures, cash reserve balances and capital spending.

Financial Summary

Contributions to Cash Reserves (formerly known as “net income”) are projected at $875,811 (see Table 1) which
is $645,075 less than budgeted (42.4% or 1.52% of revenue). Higher than budgeted revenue of $81,517 is more
than offset by higher than budgeted expenses of $726,592. These higher expenses primarily consist of: $509,353
in higher disposal costs resulting from higher disposable volume of 4,168 tons for $262,111, other higher pass
through disposals for $102,117, and higher glass handling and transportation costs of $149,061. The SBWMA
program budget is projected to be $30,957 higher due primarily to sick pay PTO not been reserved which was
offset by lower staff costs.

Table 1
FY1516 CONTRIBUTION TO CASH RESERVES
FY1516 FY1516
Adopted Mid-Year
Revenues Budget Projections Variance | Variance %

Total Revenues $42,523,900 $42,605,417 $81,517 0.2%
Total Expenditures $41,003,014 $41,729,606 $726,592 1.8%
Net Income:| $1,520,886 $875,811 ($645,075) -42.4%
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Revenues

Total operating revenues (see Table 2 below) for FY1516 are projected to be 0.2% higher than our adopted
FY1516 budget. Public revenue (non-franchise) is projected to be up 5.8% in part due higher volume than

budgeted. Commodity prices have also softened somewhat. Other revenue is down by $4,000 mainly to $10,000 in

lower commercial recycling reporting ordinance revenue offset by a positive $6,000 in other revenue. Interest
income reported a positive increase of $6,308 due to higher investment return rates.
Table 2

FY1516 REVENUES

FY1516 FY1516
Adopted Mid-Year
Revenues Budget Projections Variance | Variance %
Tip Fee Revenues $33,602,300 $33,822,706 $220,406 0.7%
Non Franchised $6,982,300] $7,387,826 $405,526 5.8%
Franchised| $26,620,000] $26,434,880 ($185,120) -0.7%
Net Commodity Sales

Revenues* $7,668,100 $7,570,403 ($97,697) -1.3%
MRF - Host Fees $443,500 $400,000 ($43,500) -9.8%
Interest Income $48,200 $54,508 $6,308 13.1%
HHW and Other Revenue $761,800 $757,800 ($4,000) -0.5%
Total Revenues:| $42,523,900 $42,605,417 $81,517 0.2%

*Gross commodity sales — 28% revenue share with SBR and buyback payments.

Expenditures

The SBWMA program expense budget (see Table 3 below)), exclusive of Shoreway operations and HHW
collection services, is projected at $5,535 higher than budget due mainly to not reserving for sick pay PTO and
$25,000 in expected outside recruiter expenses which was offset by savings of four months’ salary for the
Outreach Manager position, and $36,000 in lower compensation due to change in the Executive Director position.
The Long Range Plan budget line is $55,422 higher than budgeted due to the addition of the split body collection

pilot program expense.

Table 3

FY1516 EXPENDITURES

FY1516 FY1516

Adopted Mid-Year

Expenditures Budget Projections Variance Variance %
Administrative Expenses $1,766,814 $1,772,349 $5,535 0.3%
Contract Compliance &
Support $291,000 $261,000 ($30,000) -10.3%
Recycling & AB 939
Compliance $1,091,000 $1,146,422 $55,422 5.1%
Collection Operations $666,300 $666,300 $0 0.0%
Total SBWMA Expenses:| $3,815,114 $3,846,071 $30,957 0.8%
Shoreway Operations:| $37,187,900 $37,883,535 $695,635 1.9%
Total Expenses:| $41,003,014 $41,729,606 $726,592 1.8%
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The Shoreway operations budget (see Table 4 below) reflects higher operating expense of $149,061 in terms of
payments to SBR (“SBR compensation” line item) due to the additional transportation and other costs of glass to
Fairfield, and $509,353 in disposal expense (payments to offsite disposal and processing facilities) as explained

under Table 1.

Taxes are higher by $21,947 due to higher sewage volume than budgeted. San Carlos franchise fee payments at

$16,037 due to higher revenue.

Table 4
FY1415 EXPENDITURE DETAIL FOR SHOREWAY OPERATIONS
FY1516 FY1516
Adopted Mid-Year
Expenditures Budget Projections Variance | Variance %

SBR Compensation* $17,739,700 $17,888,761 $149,061 0.8%
Disposal and Processing* $14,472,300 $14,981,653 $509,353 3.5%
Insurance Shoreway $211,400 $210,637 ($763) -0.4%
Education Center $60,000 $60,000 $0 0.0%
Debt Service Bond Interest $2,833,100 $2,833,100 $0 0.0%
Other Operating Expenses $241,000 $241,000 $0 0.0%
Taxes (Sewer) $35,800 $57,747 $21,947 61.3%
Franchise Fee (San Carlos)**| $1,594,600 $1,610,637 $16,037 1.0%
Total Shoreway Operations: | $37,187,900 $37,883,535 $695,635 1.9%

* Expense projection based on estimated facility tonnage

** Expense projection based on estimated gate revenue (tipping fees x estimated tons)

Capital Spending

No change in projected capital spending. Please see Attachment A for a worksheet on our capital projects.

Reserve Balances

Table 5 below captures the reserve balance projections for FY1516 compared to the approved budget reserve
balance. The projected unrestricted general reserve balance is slightly lower at $12.6 million vs. the adopted
budget at $12.7 million due to a much higher actual ending balance for undesignated cash for FY1415 of $467K
which was offset by unfavorable net cash flow addition of $645K. Staff is currently estimating an undesignated
cash balance of $2.9 million for FY1516. The main impact to cash flow in 2015 was no implementation of any
tipping fee increases at the Shoreway facility.

Table 5

UNRESTRICTED:

RATE STABILIZATON (10% of expense)

3,887,542

4,033,671

4,106,331

EMERGENCY RESERVE (10%0 of total expense)

3,887,542

4,033,671

4,106,331

EQUIPMENT REPLACEMENT (ANNUAL)

1,429,675

1,499,514

1,499,514

UNDESIGNATED

@ e [n|n

5,023,699

B A |n|n

3,175,018

@ e | [n|n

2,851,760

TOTAL UNRESTRICTED GENERAL RESERVES

14,228,458

12,741,874

12,563,935

COMMITTED:

BOND PRINCIPAL PAYMENT FUND

S

2

1,058,333

1,091,667

\

1,091,667

TOTAL GENERAL RESERVES

15,286,791

#

13,833,541

#

13,655,601
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Background
On June 25, 2015 the SBWMA Board of Directors adopted the FY1516 Annual Operating Budget.

Fiscal Impact
Contributions to cash reserves (formerly known as “net income”) are projected at $875,811 (see Table 1) which is
$645,075 less than budgeted (42.4% or 1.52% of revenue).

Attachments:
Resolution 2016- 08

Exhibit A - FY1516 Budget Worksheets
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RESOLUTION NO. 2016-08

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS
ACCEPTING MID-YEAR REVIEW OF FY1516 ANNUAL OPERATING BUDGET

WHEREAS, the South Bayside Waste Management Authority proposed budget adjustments as presented
is balanced and provided sufficient funds for normal operations.

NOW THEREFORE, BE IT RESOLVED, the South Bayside Waste Management Authority hereby approves
the adjustments to the fiscal year 2015/2016 operating budget.

PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority,
County of San Mateo, State of California on the 28" day of January, 2016, by the following vote:

Agency Yes No | Abstain [ Absent | Agency Yes No | Abstain [ Absent
Atherton Menlo Park

Belmont Redwood City

Burlingame San Carlos

East Palo Alto San Mateo

Foster City County of San Mateo

Hillsborough West Bay Sanitary Dist.

| HEREBY CERTIFY that the foregoing Resolution No. 2016-08 was duly and regularly adopted at a regular
meeting of the South Bayside Waste Management Authority on January 28, 2016.

ATTEST: Bill Widmer, Chairperson of SBWMA

Cyndi Urman, Board Secretary
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SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY FY1516 MID-YEAR BUDGET
RESERVE SUMMARY

UNRESTRICTED:

RATE STABILIZATON (10% of expense) S 3,887,542 | S 4,033,671 ]S 4,106,331
EMERGENCY RESERVE (10% of total expense) S 3,887,542 | S 4,033,671 1S 4,106,331
EQUIPMENT REPLACEMENT (ANNUAL) S 1,429,675 | $ 1,499,514 | $ 1,499,514
UNDESIGNATED $ 5,023,699 1% 3,175,018 1 $ 2,851,760
TOTAL UNRESTRICTED GENERAL RESERVES $ 14,228,458 | $ 12,741,874 1 $ 12,563,935
COMMITTED:

BOND PRINCIPAL PAYMENT FUND S 1,058,333 | $ 1,091,667 | $ 1,091,667
TOTAL GENERAL RESERVES $ 15,286,791 | $ 13,833,541 1 % 13,655,601

Reserves Cash Flow - Md Yr
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SBWMA - FY2014 BUDGET
Revenue Summary

REVENUES BY MAJOR CATEGORY AND SOURCE need info
REVENUE SUMMARY
ADMINISTRATIVE REVENUES
1 |409100  INVESTMENT INCOME $ 70,405 [ $ 48,200 | $ 20,077 | $ 54,508 || S 6,308 13.1%
409200  INTEREST INCOME
TOTAL ADMINISTRATIVE $ 70,405 | $ 48,200 | $ 20,077 | $ 54,508 || $ 6,308 13.1%
OPERATIONS
Manily due to favorable volume increase of 3.3K tons
mainly from third party customers and unfavorable
decrease from public in Cubic yards of SW (1.4K), GW
2 |480026 TIPPING FEES - Non Franchised $ 6,528,891 6,982,300 2,876,184 7,387,826 405,526 5.8%|(1.3K) and fav C&D 2.1K.
Due to decrease in volume of SW (.66K) tons, GW
480027 TIPPING FEES - Franchised 26,140,918 26,620,000 8,547,516 26,434,880 (185,120) -0.7% (1.3K), C&D, .125K, wood .35K, and other .145K.
Mainly due to a dip of $.98 per ton resulting in ($66.4K)
3 |480028 COMMODITY SALES 10,722,198 9,630,400 2,516,037 9,555,999 (74,401) -0.8%|drop in revenue. The rest is a drop of 56 tons in volume.
480029  COMMODITY REVENUE SHARING - NEW (1,846,342) (1,064,400) 424,560 (1,097,355) (32,955) 3.1%| Budget didn't reflect the $59K in quality incentive.
522717  Buyback Payment (879,726) (897,900) 293,664 (888,242) 9,658 -1.1%
480025  E Recycling 66,085 50,000 10,450 50,000 - 0.0%
Third pary volume is lower (3.5K) tons than what was
480033  MRF Host Fee 456,509 443,500 129,417 400,000 (43,500) -9.8%|forecasted.
480031  HHW ON-CALL COLLECTION SERVICE - NEW 546,029 662,800 324,888 662,800 - 0.0%
406001  COMMERCIAL RECYCLING REPORTING ORDINANCE 4,500 25,000 625 15,000 (10,000) -40.0%| Fee revenue from commercial recyclers per Ordinance.
480008  MISCELLANEOUS REVENUE 29,240 24,000 13,814 30,000 6,000 25.0%| CA Paint Care program payments.
4
TOTAL OPERATIONS $ 41,768,302 | $ 42,475,700 | $ 15,137,155 | $ 42,550,908 || $ 75,208 0.2%
TOTAL REVENUE $ 41,838,707 | $ 42,523,900 | $ 15,157,232 | $ 42,605,417 || $ 81,517 0.2%
CONTRIBUTION TO CASH RESERVES | $ 2,438,047 | $ 1,520,886 | $ 2,551,290 | $ 875,811 || $ (645,075)| -42.4%

Revenue
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EXPENDITURE SUMMARY
ADMINISTRATIVE EXPENSES
Adjustment for Salary variance vs. Kevin's offset by $43K in unaccrued sick
511810 511810 ADMINISTRATIVE STAFF 582,448 | S 565,798 261,113 572,764 6,966 |pay PTO.
Mainly saving of four months salary for Monica offset by $19.5K in unaccrued
511820& 520306 5118208 AB 939 PROGRAM STAFF 646,295 731,661 278,529 715,342 (16,319)(sick pay PTO.
520328 520328 EMPLOYEE RECRUITMENT / HR SUPPORT 37,801 5,000 421 30,000 25,000 |Anticpated recruiting for ED replacement.
520337 520337 PEO COST (RGS/LGS ADMIN FEES) 9,000 19,900 3,393 19,900 - |Fees paid to contract HR and payroll service provider.
520312 520312 BOARD COUNSEL 34,616 55,000 6,593 45,000 (10,000)|Contracted legal counsel services.
520300 520300 BOARD MEETINGS 2,710 3,000 2,050 3,000 -
520310 520310 ACCOUNTING SERVICES 131,900 136,530 34,133 136,530 - Estimated fees paid to current vendor (City of San Carlos).
520334 520334 INFORMATION SYSTEMS 25,096 28,000 13,030 27,000 (1,000)|Fees paid to IT service provider.
520338 520338 WEBSITE 12,578 11,500 6,033 12,100 600 |Fees paid to website management service provider.
520301 520301 ANNUAL AUDIT 9,000 9,300 4,950 9,300 - Fees paid to auditors to complete FY & calendar year financial statements.
520701 520701 D&O INSURANCE 34,570 39,000 42,898 42,888 3,888 [Annual insurance premium for Director's and Officer's insurance.
520202 520202 BANK FEES 7,312 8,000 3,405 8,000 - Bank fees inclusive of fees paid to BNY as the Bond Trustee.
520203 520203 RENT 52,419 54,300 22,278 53,500 (800)|Assumes one-year extension on lease with one option year at current terms.
520204 520204 PRINTING AND POSTAGE 219 150 48 150 -
520107 520107 UTILITIES 16,299 17,500 5,837 17,500 - |utilities and janitorial services by the City.
520905 520905 OFFICE/TENANT IMPROVEMENTS 1,034 1,000 400 1,000 -
520201 520201 OFFICE SUPPLIES 16,904 15,500 3,608 15,000 (500)
520215 520215 OFFICE EQUIPMENT COSTS 19,544 24,300 7,900 24,300 -
520504 520504 PUBLICATIONS & PUBLIC NOTICES 969 3,000 - 3,000 - Assumes notice for 2 bids.
520501 520501 PROFESSIONAL DUES & MEMBERSHIPS 1,311 2,300 424 2,000 (300)
520801 520801 VEHICLE MILEAGE & TOLLS 39 75 37 75 -
520105 520105 CELL PHONES 4,131 4,500 1,071 4,000 (500)|Reimbursement for employee work related cell phone costs.
520503 520503 CONFERENCE & MEETINGS 6,300 10,500 4,593 9,500 (1,000) [Staff attendance at trade conferences and travel related to budgeted project
520502 520502 TRAINING 1,724 5,500 1,299 5,000 (500)|Up to $1250/employee per year for qualified educational, job related develop
520511 520511 SPONSORSHIPS & DONATIONS 8,500 9,500 1,000 9,500 - Sponsorships for Acterra, SSMC, CAW and CPSC.
522706 522706 COMPUTER PURCHASE 8,610 6,000 2,346 6,000 - [Two new laptops. Minor other hardware.
TOTAL ADMINISTRATIVE $ 1,671,330 | $ 1,766,814 707,389 | $ 1,772,349 5,535
CONTRACT COMPLIANCE AND SUPPORT
520307 520307 RATE REVIEW 13,501 25,000 7,610 15,000 (10,000)|3rd party consulting support if needed.
TOTAL RATE REVIEW $ 13,501 [ $ 25,000 7,610 | $ 15,000 (10,000)
CONSULTANT SUPPORT -
Operations assessment @$20K, disaster mgt. plan, utility analysis for CNG
520308 FACILITY IMPROVEMENT OVERSIGHT 23,641 50,000 1,355 50,000 - and mixed waste processing.
Annual financial audit of RSMC and SBR at $40k. $15k for reviewing annual
520309 HCMO1 CONTRACT MANAGEMENT SUPPORT 52,627 55,000 - 55,000 - route assessment.
$15k call center monitoring. $40k annual reporting system audit. $25k
520309 HCS02 COLLECTION SERVICES FRANCHISE ADMIN. 54,653 80,000 2,027 80,000 - operational assessment.
520309 HFMO1 FINANCE MANAGER SUPPORT - NEW 35,000 - 15,000 (20,000)[On-call consultant support as needed.
520336 HCMO1 520336 | QUARTERLY LOAD CONTAMINATION MONITORING 43,895 46,000 10,000 46,000 - Bi-annual Recology contamination sampling.
TOTAL CONSULTANT $ 174,816 | $ 266,000 13,381 [ $ 246,000 (20,000)
TOTAL CONTRACT COMPLIANCE & SUPPORT $ 188,317 | $ 291,000 20,991 | $ 261,000 (30,000)
Expenses
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EXPENDITURE SUMMARY
RECYCLING - AB939 COMPLIANCE -
RECYCLING ADMINISTRATION -
520311 CIWMB 520311 (CIWMB ANNUAL REPORTS 25,000 | $ 25,000 19,734 25,000 - CalRecycle Electronic Annual Report for 10 Member Agencies.
520341 520341 SBWMA ANNUAL REPORT 8,010 | $ 5,000 270 5,000 -
520309 HDVO1 520309 | DIVERSION PROGRAM SUPPORT 4,643 | $ 45,000 - 45,000 - |Public Spaces pilot and related Member Agency Assistance.
520508 520508 RECYCLING REPORTING ORDINANCE EXPENSES 200 15,000 201 15,000 -
522705 522705 EVENT GIVEAWAYS 1,500 1,500 -
TOTAL RECYCLING ADMINISTRATION 37,852 | $ 91,500 | $ 20,204 | $ 91,500 -
LONG RANGE PLAN/DIVERSION PROGRAMS -
EOW Pilot - $120k; $55.4K Split-Body Pilot Outreach - $17k; Commercial
Outreach - $60k; Education stakeholder engagement process - $25k. $183k
mixed waste processing system project development to 30% design level
and estimate. $25k to further refine admin. building options. Zero landfill
520340 LRPU1 520340 | LONG RANGE PLAN ALTERNATIVES 146,600 | $ 460,000 23,845 | $ 515,422 | $ 55,422 |analysis/taskforce at $30k.
TOTAL LONG RANGE PLAN/DIVERSION PROGRAMS 146,600 | $ 460,000 | $ 23,845 [ $ 515,422 | $ 55,422
COMMERCIAL PROGRAMS -
MD Note - Carry over project from FY1415. If done before end of FY, not
needed then. Repurpose 2nd trailer as mobile education trailer, will explore
520331 520331 LARGE EVENT/VENUE CONSULTING - S 7,500 - 7,500 - |grant funding opportunities.
Incorporating all of Shoreway requires much more reporting requirements
520608 520608 CLIMATE CHANGE POLICY OPTIONS 15,636 27,000 5,305 27,000 - and review by outside auditors.
$15k-AB1826 and AB341 Compliance Outreach; $20K commercial toolkit;
520604 COEO1 520604 ( COMMERCIAL RECYCLING TECHNICAL ASSIST 35,885 75,000 3,745 75,000 - $10k-business awards program; $30k-commercial accounts research.
Includes $10K AB1826 and AB 341 compliance, $20K MFD toolkit
520604 COEO02 520604 (PURCHASE COMM/MFD CONTAINERS FOR RECOLOGY 21,440 60,000 18,717 60,000 - updates/additions; $10K battery/cell outreach; $10K-MFD awards program.
520604 CDRCY 520604 (C&D RECYCLING PROGRAM - - -
Includes $10K AB1826 and AB 341 compliance, $20K MFD toolkit
520604 MF001 520604 | MULTI-FAMILY OUTREACH 14,729 50,000 50,000 - |updates/additions; $10K battery/cell outreach; $10K-MFD awards program.
TOTAL COMMERCIAL PROGRAMS 87,690 | S 219,500 | $ 27,767 | $ 219,500 -
RESIDENTIAL PROGRAMS -
520604 QNLO1 520604 ( QUARTERLY NEWLESTTER DESIGN/SETUP 11,176 20,000 66 20,000 - |Design/produce 3 newsletters.
520604 QNLPM 520604 ( QUARTERLY NEWLESTTER PRINTING/MAILING 80,016 90,000 36,706 90,000 - |Assumes 2 direct mail newsletters and one sent via bill insert.
Includes $70K on-going outreach/support for existing programs; $12K annual
residential service notice development; $15K website/social media
520604 RESO1 520604 | RESIDENTIAL OUTREACH PROGRAMS 74,030 120,000 41,179 120,000 - maintenance and updates; $23,000 mobile phone app annual fee.
520604 COMPS 520604 ( COMMUNITY EVENTS 675 5,000 - 5,000 - Covers compost giveaway, e-scrap/shred and coats drive promotion.
Ongoing promotion for in program, includes direct mail, print and outdoor
520604 HHWUW 520604 | HHW DOOR TO DOOR COLLECTION OUTREACH 121,438 80,000 14,006 80,000 - advertisements.
520335 520335 CURBSIDE HOUSEHOLD BATTERY OUTREACH 3,200 5,000 - 5,000 -
520604 ECEO1 520604 | ELECTRONIC COLLECTIONS EVENTS 945 - - Included under "Community Events" line item.
TOTAL RESIDENTIAL PROGRAMS 291,481 | $ 320,000 | $ 91,957 | $ 320,000 -
TOTAL RECYCLING - AB939 COMPLIANCE 563,624 | $ 1,091,000 | $ 163,773 [ $ 1,146,422 | $ 55,422
SUBTOTAL SBWMA PROGRAM BUDGET 2,423,271 | $ 3,148,814 [ $ 892,154 | $ 3,179,771 | $ 30,957
COLLECTION OPERATIONS -
522710 HHW/U-WASTE ON-CALL COLLECTION SERVICES -- NEW 545,327 | $ 662,800 213,622 | $ 662,800 | $ -
522719 SHRED EVENT SERVICE 2,278 3,500 3,895 3,500 -
TOTAL COLLECTION OPERATIONS 547,605 666,300 217,517 666,300 -
TOTAL SBWMA PROGRAM BUDGET 2,970,876 | $ 3,815,114 [ $ 1,109,671 | $ 3,846,071 | $ 30,957
Expenses
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EXPENDITURE SUMMARY
SHOREWAY OPERATIONS
Mainly $76.2K transport to fairfield, $37.8K two tractors and two trailers, and
522712 OPERATING CONTRACT - SBR 17,445,438 [ $ 17,739,700 5,934,076 | $ 17,888,761 | $ 149,061 |$35K disposing of batteries.
Higher volume of SW 5.9K, GW 1.7K, and C&D 1.7K for $393.2K, higher
other disposals of $109.5K, lower residue disposal paid by SBR for MRF and
522713 DISPOSAL 14,059,470 14,472,300 4,341,464 14,981,653 509,353 |third party for $14K..
520710 INSURANCE SHOREWAY 211,439 211,400 134,697 210,637 (763)
522714 SHOREWAY FACILITY COST 154,939 175,000 29,974 175,000 - Facility repair and maintenance projects not treated as “capital” projects.
570300 SHOREWAY MAINTENANCE - New - -
Budget for three special public events, school busing ($19Kk), tour supplies,
522718 522718 EDUCATION CENTER OPERATIONS 42,315 60,000 16,445 60,000 - etc.
Monthly maintenance charge for truck tipper that JPA owns and Republic operates at
522716 522716 MAINTENANCE - OX MTN TIPPER 30,021 36,000 4,348 36,000 - Ox. Mtn.
Unplanned MRF equipment repairs greater than $10k are responsibility of
520901 520901 SHOREWAY MRF EQUIP. MAINTENANCE > $10k 18,501 30,000 - 30,000 - |JPA.
520324 520324 TAXES (SEWER) PROPERTY TAX 33,630 35,800 28,874 57,747 21,947 |Sewage water has doubled up causing higher charge.
TOTAL SHOREWAY OPERATIONS 31,995,754 | $ 32,760,200 10,489,877 [ $ 33,439,798 | $ 679,598
TOTAL OPERATING EXPENSES 34,966,630 [ $ 36,575,314 11,599,548 | $ 37,285,869 | $ 710,555
NON-OPERATING EXPENSES
521116 BONDR 521116 | DEBT SERVICE BOND INTEREST 2,865,404 | $ 2,833,100 475,894 | $ 2,833,100 - Solid Waste Enterprise Revenue Bond interest payments.
5% franchise fee payments by JPA to City of San Carlos. Higher in line with
522702 522702 FRANCHISE FEE 1,555,322 1,594,600 530,500 1,610,637 16,037 |revenue.
NON-OPERATING EXPENSES 4420725.77| $ 4,427,700 1,006,394 | $ 4,443,737 | $ 16,037
|TOTAL SHOREWAY OPERATING EXPENSES 36,416,480 [ $ 37,187,900 11,496,271 [ $ 37,883,535 | $ 695,635
|TOTAL OPERATING EXPENSES (SBWMA Program + Shoreway Operations) 39,387,356 | $ 41,003,014 12,605,942 [ $ 41,729,606 | $ 726,592
Expenses
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FY1516 BUDGET

CAPITAL PROJECTS

PROJECT DESCRIPTION
570300 SF044  Transfer Station (TS)Tipping floor resurfacing 200,000 100,000 100,000 100,000 100,000 100,000 100,000
570300 SF045 Site paving repairs and restriping® 600,000 1,400,000
570300 SF047 Site signage 40,000 - -
570300 SF049  Truck shop building maintenance 20,000 20,000 20,000 20,000 20,000 20,000 20,000
570300 SF050 TS building maintenance 20,000 20,000 20,000 20,000 20,000 20,000 20,000
570300 SF051 MRF building maintenance 25,000 225,000 225,000 125,000 125,000 125,000 125,000
570300 SF052  Admin building maintenance 40,000 20,000 20,000 115,000 40,000 40,000 40,000
570300 SF053  Site maintenance 25,000 65,000 65,000 30,000 30,000 30,000 30,000
570300 SFO055  Fire suppression 15,000 15,000 15,000
570300 SF056 Repairs to landfill tipper 70,000 15,000 15,000 15,000 15,000 15,000 15,000
570300 SF060 Education center exhibits 15,000 - - 15,000
570300 SF061 MRF tip area canopy 450,000 450,000 450,000
570300 SF062  Electric charging station 20,000 15,000
570300 SF063 Replace diesel fuel storage and dist. System3 275,000

SF066  CNG fueling station™® 1,312,500
570300 SF064  Energy storage system
570300 SF065  Baler reline 120,000
570300 new Mixed waste processing equipment® 10,984,400

new Transfer Station building improvements® 2,532,200

new  LED Lighting retrofit’ 274,000 274,000

new MRF equipment replacement’ 113,750 113,750 207,500 407,500 199,167 472,917
520321 SF013 PROGRAM CONTINGENCY

SUBTOTAL CAPITAL PROJECTS: 925,000 1,317,750 1,317,750 3,164,700 12,506,900 549,167 3,810,417
" $1,209,283 available in Shoreway Remediation fund to help cover capx.
“ Equipment Replacement cash reserve funds will cover these expenses.
#2015 Long Range Plan recommended projects.
CAPITAL
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STAFF REPORT
To: SBWMA Board Members
From: Bill Widmer, Chair
Date: January 28, 2016 Board of Directors Meeting
Subject: Consideration And Approval Of Resolution Authorizing Contract For The Recruitment Of
Executive Director Or, In The Alternative, Provide Board Direction On How To Proceed
With This Recruitment

Recommendation

It is recommended that the SBWMA Board of Directors approve Resolution No. 2016-04 attached hereto
authorizing a contract with The Bob Murray Group in an amount not to exceed $25,000 to conduct the recruitment
for an Executive Director or provide alternate direction to staff on how to proceed.

Summary
As directed by the Board, Chair Bill Widmer contacted a number of executive recruitment firms and the County to

conduct the recruitment for a new Executive Director. He now recommends to the Board that the Board approve,
by Resolution, a contract with The Bob Murray Group in the amount of $25,000 to assist with/conduct the
recruitment or alternative direction be given to staff on how to proceed with this recruitment.

Background/Analysis

Late last year, Kevin McCarthy, Executive Director, gave notice to the Board that he was resigning from that
positive effective December 31, 2015. In response, the Board directed the Chair to contact leading executive
recruiting firms in the Bay Area to determine if they would be interested in participating in the search for the
Executive Director.

The Chair contacted four organizations:

The Peckham Group

Avery and Associates

The Bob Murray Group

Ralph Anderson & Associates

The Peckham Group indicated no interest due to an overabundance of other searches already committed to. They
recommended The Bob Murray Group.

Ralph Anderson & Associates did not respond with a proposal following a discussion on the project.

Avery and Associates and The Bob Murray Group indicated interest. Both have worked in this area before and
conducted a number of executive level recruitments.
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The Bob Murray Group was recommended as they are familiar with SBWMA, as they conducted the search for
the past Executive Director. They proposed to work to the Board's timetable vs adhere to a more traditional
timetable to present target candidates to the committee/Board. Additionally the principle will personally lead the
activity, and their rate is within the competitive range of similar executive recruiters specializing in public entity
searches. Additionally the unsolicited recommendation from The Peckham Group was similarly impressive.

The Bob Murray Group proposed a retainer of $17,000 plus expenses such as advertisement and travel estimated
to be $4,000-6,000 (billed as actuals). They do a full background, credit and criminal search of the final
candidates and internet evaluations on selected candidates.

Avery and Associates verbally proposed a slightly longer recruitment cycle and expressed the need to adhere to
their formal timetable at a retainer of $16,900 plus expenses estimated to be $4-5K (also billed as actuals). Avery
and Associates does the final background check on only the final candidate but internet checks on proposed
candidates. A written/email bid has been requested but has not been received as of this writing.

Both firms work until a selection is made regardless of the iterations and will conduct a second search if the
successful candidate is hired and leaves before 2 years. The firms advertise, interview, screen, do background
and reference checking, make recommendations and participate in final interviews. They also participate in final
negotiations as requested.

The firms were informed that the role was being viewed as a regional search but not limited to that; however, no
house payment/loans or large relocation expenses was anticipated.

At the 18t meeting for the Based, Chair Widmer recommended that the Board authorize a contract with The Bob
Murray Group in an amount not to exceed $25,000 for recruitment of the Executive Director.

The Board considered this recommendation at its January 18, 2016 Special Board meeting. At that time, the
Board deferred action on the item and requested that additional information be provided to the Board for
consideration at this meeting. First, the Board requested that written proposals be obtained from recruiting firms.
Chair Widmer has requested formal proposals from both The Bob Murray Group and Avery and Associates. As
mentioned above, as of the date of this report, only The Bob Murray Group has responded. Their proposal is
attached. Due to the accelerated time frame requested, they have revised their proposal to provide for a fee of
$17,500, plus expenses of $6,900, for a total contract cost of $24,400.

Second, Board Member Slocum advised during the January 18, 2016 meeting that the County of San Mateo might
be able to assist the Authority in the recruitment process at no charge. The Board requested that the Chair follow
up with the County to determine whether there was an interest in conducting the search, the scope of services it
would provide and the cost. Chair Widmer has spoken to a representative from the County of San Mateo, Ms.
Donna Vaillancourt and was provided the following information:

The County will, for approximately $2,500 (based on anticipated staff time) take the job specification and develop
advertisements and recommend placements. The County will collect the submitted resumes and do a brief
screen eliminating those not meeting required criteria. They will then pass the remaining resumes on to the Board
or committee for further assessment-refining the candidate pool through resume reviews and preliminary
interviews and reference checks. The cost of any advertisements will be additive to the fee, as is the case with
the private recruiters. Additionally arrangements and costs for any candidate travel for interviews will also be to
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the expense of the Board and as such should be anticipated to be in the $4-5K range. As such the cost is lower
(not free) but the burden of screening and preliminary interviews and reference checking is on the Board.

The Chair will discuss these alternatives and present any additional information received from the two private
search firms or the County at the meeting on the 28t. However in light of the above, the Chair, as of packet
release, recommends an engagement with the Bob Murray Group for reasons stated above and in light of the
extra time requirements that would be placed on the search team and Board in utilizing the County’s services.
The Chair is sensitive to the time requirements of each Board member while also understanding the urgency to
find and hire a quality Executive Director as soon as possible (hopefully within 3 months).

The Board may, however chose any alternative search mechanism however, the Chair urges a decision to initiate
the search activity. NOTE: the Resolution will be filled in following Board Discussion.

Fiscal Impact
A recruiting fee inclusive of anticipated advertising and candidate travel costs of up to $25,000 will be included in

the mid-year budget amendment for this contract.

Attachments:
Resolution 2016-04

Attachment A - Proposal from The Bob Murray Group
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A Public Agency

RESOLUTION NO. 2016-04

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS

WHEREAS, in November 2015, the Chair of the Board of Directors was authorized to contact leading
executive recruiting firms in the Bay Area to determine if they would be interested in participating in the search for
a new Executive Director; and

WHEREAS, the Chair contacted the following five organizations:

The Peckham Group

Avery and Associates

The Bob Murray Group

Ralph Anderson & Associates
San Mateo County; and

WHEREAS, the Board of Directors has reviewed information provided regarding these firms and the
County of San Mateo, consulted and agrees with Chair Widmer's recommendation that the Board authorize a
contract with in an amount not to exceed $ for recruitment of the
Executive Director.

NOW, THEREFORE BE IT RESOLVED that the South Bayside Waste Management Authority hereby
authorizes the Interim Executive Director to enter into a contract with in an amount not to
exceed $ to assist in our search for a new Executive Director.

PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority, County of
San Mateo, State of California on the 28" day of January, 2016, by the following vote:

Agency Yes No Abstain | Absent | Agency Yes No Abstain | Absent
Atherton Menlo Park

Belmont Redwood City

Burlingame San Carlos

East Palo Alto San Mateo

Foster City County of San Mateo

Hillsborough West Bay Sanitary Dist
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| HEREBY CERTIFY that the foregoing Resolution No. 2016-04 was duly and regularly adopted at a regular meeting of
the South Bayside Waste Management Authority on January 28, 2016.

ATTEST: Bill Widmer, Chairperson of SBWMA

Cyndi Urman, Board Secretary
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EXPERTS IN EXECUTIVE SEAROH

A PROPOSAL TO CONDUCT AN EXECUTIVE
RECRUITMENT FOR A
Executive Director
ON BEHALF OF THE

South Bayside Waste Management Authority

1677 Eureka Road, Suite 202
Roseville, CA 95661
(916) 784-9080
(916) 784-1985 fax
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January 21, 2016

Mzt. Bill Widmer, Board Chair and

Members of the Board of Directors

South Bayside Waste Management Authority
610 Elm Street, Suite 202

San Catlos, CA 94070

Dear Mr. Widmer and Board Members:

Thank you for inviting Bob Murray & Associates to submit a proposal to conduct
the Executive Director recruitment for the South Bayside Waste Management
Authority. The following proposal details our qualifications and describes our
process of identifying, recruiting and screening outstanding candidates on your
behalf. It also includes a proposed budget, timeline, guarantee, and sample
recruitment brochure.

At Bob Murray & Associates, we pride ourselves on providing quality service to
local governments. We have created a recruitment process that combines our
ability to help you to determine the direction of the search and the types of
candidates you seek with our experience recruiting outstanding candidates who
are not necessarily looking for a job. Our proven expertise ensures that the
candidates we present for your consideration will match the criteria you have
established and will be outstanding in their field.

With respect to the Executive Director recruitment, Bob Murray & Associates
offers the following expertise:

* Our firm has an unmatched record of success in recruiting local government
professionals. We have conducted numerous Executive Director searches on
behalf of large and small agencies throughout the Western United States. We
are currently conducting the Executive Director recruitment on behalf of the
California Agricultural Commissioners and Sealers Association. We have
recently completed Executive Director searches on behalf of the California Fire
and Rescue Training Authority, CA; the Housing Authority of the City of
Madera, CA; the Housing Authority of the County of San Joaquin, CA; PATH
Ventures, CA; San Bernardino Associated Governments, CA; and on behalf of
the Pima Association of Governments and Regional Transit Authority, AZ; the
Executive Officer for Cooperative Agricultural Support Services Authority, CA; as
well as the CEO/Executive Director recruitment on behalf of Home Forward, OR.
In the past three years, we have conducted Executive Director recruitments on behalf
of the Early Learning Coalition of Broward County, Inc. (CEO); El Paso Water
Utilities-Public = Setvice Board (President/CEQ); Florida Public Transportation
Association (FPTA); Housing Authority of the City of Austin; Broward County, Port
Everglades  (Chief  Executive/Port  Director);  Rochester-Genesee ~ Regional
Transportation Authority; SOS Children’s Villages — Florida (CEO); Children’s Board of
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Hillsborough County; Louisiana Housing Corporation; San Francisco Estuary Institute;
and the Southern California Association of Governments (Deputy Executive Director).
As a result of having conducted these searches, we have an extensive number of contacts
that will be valuable when recruiting candidates.

* Bob Murray & Associates has conducted numerous searches for upper level
management professionals in the field of waste management and recycling. We
recently completed the General Manger recruitment on behalf of the Monterey
Regional Waste Management District, CA. Our previous experience includes
conducting recruitments on behalf of the Big Bear City Community Services
District (General Manager), Salinas Valley Solid Waste Authority (General
Manager), and the West Contra Costa Integrated Waste Management District
(Executive Director). Our previous search experience in the field of waste
management includes conducting recruitments on behalf of the Central Contra
Costa Solid Waste Authority (Executive Director), Monterey Regional Waste
Management District (General Manager), and also the California cities of
Morro Bay (Public Services Director), Palo Alto (Director of Ultilities), and
San Jose (Deputy Director of Waste Management). Our extensive network
of contacts will ensure that you have a quality group of candidates from
which to choose your new Executive Director.

A significant portion of our process focuses on conducting thorough and
confidential background investigations of the top 2-3 candidates to ensure that
nothing about them is left undiscovered. We have candid discussions with
references who have insight into the candidate’s experience, style and ethics;
conduct a search of newspaper articles; and run credit, criminal and civil records
reports. This ensures that the chosen candidate will not only be an excellent fit
with the South Bayside Waste Management Authority, but also that the selected
candidate will reflect positively upon your organization.

To learn first hand of the quality of our service and our recruitment successes,
we invite you to contact the references listed on page 10 of the attached proposal.

We look forward to your favorable consideration of our qualifications. Please do
not hesitate to contact us at (916) 784-9080 should you have any questions.

Sincerely,

Valerie Gaeta Phillips

President
Bob Murray & Associates
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THE RECRUITMENT PROCESS

Bob Murray & Associates’ unique and client oriented approach to executive search will
ensure that the South Bayside Waste Management Authority has quality candidates from
which to select the new Executive Director. Outlined below are the key steps in our
recruitment process.

STEP 1 DEVELOPING THE CANDIDATE PROFILE

Our understanding of the South Bayside Waste Management Authority’s needs will
be key to a successful search. We will work with the Board of Directors to learn as
much as possible about the organization’s expectations for a new Executive
Director. We want to learn the values and culture of the organization, as well as
understand the current issues, challenges and opportunities that face the South
Bayside Waste Management Authority. We also want to know the Board’s
expectations regarding the knowledge, skills and abilities sought in the ideal
candidate and will work with the Agency to identify expectations regarding
education and experience. Additionally, we want to discuss expectations
regarding compensation and other items necessary to complete the successful
appointment of the ideal candidate. The profile we develop together at this
stage will drive subsequent recruitment efforts.

STEP 2 ADVERTISING CAMPAIGN AND RECRUITMENT BROCHURE

After gaining an understanding of the South Bayside Waste Management
Authority’s needs, we will design an effective advertising campaign appropriate
for the Executive Director recruitment. We will focus on professional journals
that are specifically suited to the Executive Director search. We will also
develop a professional recruitment brochure on the Board’s behalf that will
discuss the community, organization, position and compensation in detail. Once
completed, we will mail the profile to an extensive audience, making them aware
of the exciting opportunity with the South Bayside Waste Management Authority.

STEP 3 RECRUITING CANDIDATES

After cross-referencing the profile of the ideal candidate with our database and
contacts in the field, we will conduct an aggressive outreach effort, including making
personal calls to prospective applicants, designed to identify and recruit outstanding
candidates. We recognize that the best candidate is often not looking for a new job
and this is the person we actively seck to convince to become a candidate. Aggressively
marketing the Executive Director position to prospective candidates will be essential to
the success of the search.

STEP 4 SCREENING CANDIDATES

Following the closing date for the recruitment, we will screen the resumes we have received.

We will use the criteria established in our initial meetings as a basis upon which to narrow the
field of candidates.

South Bayside Waste Management Authority
Page 2
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STEP 5 PERSONAL INTERVIEWS

We will conduct personal interviews with the top 10 to 12 candidates with the goal of
determining which candidates have the greatest potential to succeed in your organization.
During the interviews we will explore each candidate’s background and experience as it
relates to the Executive Director position. In addition, we will discuss the candidate’s
motivation for applying for the position and make an assessment of his/her knowledge,

skills and abilities. We will devote specific attention to establishing the likelihood of the
candidate’s acceptance of the position if an offer of employment is made.

STEP 6 PUBLIC RECORD SEARCH

Following the interviews, we will conduct a review of published articles for each
recommended candidate. Various sources will be consulted including Lexis-
Nexis™, a newspaper/magazine search engine, Google, and local papers for the
communities in which the candidates have worked. This alerts us to any further
detailed inquiries we may need to make at this time.

STEP 7 RECOMMENDATION

Based on the information gathered through meetings with your organization
and personal interviews with candidates, we will recommend a limited number
of candidates for your further consideration. We will prepare a detailed written
report on each candidate that focuses on the results of our interviews and
public record searches. We will make specific recommendations, but the final
determination of those to be considered will be up to you.

STEP 8 FINAL INTERVIEWS

Our years of experience will be invaluable as we help you develop an interview
process that objectively assesses the qualifications of each candidate. We will
adopt an approach that fits your needs, whether it is a traditional interview,
multiple interview panel or assessment center process. We will provide you with
suggested interview questions and rating forms and will be present at the
interview/assessment center to facilitate the process. Our expertise lies in
facilitating the discussion that can bring about a consensus regarding the final
candidates.

We will work closely with your staff to coordinate and schedule interviews and
candidate travel. Our goal is to ensure that each candidate has a very positive
experience, as the manner in which the entire process is conducted will have an effect
on the candidates’ perception of your organization.

South Bayside Waste Management Authority
Page 3
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STEP 9 BACKGROUND CHECKS /DETAILED REFERENCE CHECKS

Based on final interviews we will conduct credit, criminal, civil litigation and motor vehicle
record checks for the top one to three candidates. In addition, those candidates will be the
subjects of detailed, confidential reference checks. In order to gain an accurate and honest
appraisal of the candidates’ strengths and weaknesses, we will talk candidly with people
who have direct knowledge of their work and management style. We will ask candidates to
forward the names of their supervisors, subordinates and peers for the past several years.
Additionally, we make a point of speaking confidentially to individuals who we know

have insight into a candidate’s abilities, but who may not be on their preferred list of
contacts. At this stage in the recruitment we will also verify candidates’ degrees.

STEP 10 NEGOTIATIONS

We recognize the critical importance of successful negotiations and can serve as
your representative during this process. We know what other organizations have
done to put deals together with great candidates and will be available to advise
you regarding current approaches to difficult issues such as housing and
relocation. We will represent your interests and advise you regarding salary,
benefits and employment agreements with the goal of putting together a deal
that results in the appointment of your chosen candidate. Most often we can
turn a very difficult aspect of the recruitment into one that is viewed positively
by both you and the candidate.

STEP 11 COMPLETE ADMINISTRATIVE ASSISTANCE

Throughout the recruitment we will provide the Board of Directors with

updates on the status of the search. We will also take care of all administrative

details on your behalf. Candidates will receive personal letters advising them of
their status at each critical point in the recruitment. In addition, we will respond
to inquiries about the status of their candidacy within twenty-four hours. Every
administrative detail will receive our attention. Often, candidates judge our clients
based on how well these details are handled.

South Bayside Waste Management Authority
Page 4
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BUDGET AND TIMING

PROFESSIONAL FEE AND EXPENSES

The consulting fee for conducting the Executive Director recruitment on behalf of the
South Bayside Waste Management Authority is $17,500 plus expenses. Services provided
for in the fee consist of all steps outlined in this proposal including three (3) days of
meetings on site. The South Bayside Waste Management Authority will be responsible
for reimbursing expenses Bob Murray & Associates incurs on your behalf. We
estimate expenses for this project to be $6,900. Reimbursable expenses include such
items as the cost of recruiter travel; clerical support; brochure development;
placement of ads; credit, criminal and civil background checks; education
verification; and public records searches. Postage, printing, photocopying, and
telephone charges are allocated costs and included in the expense estimate.

TIMING

We understand that the Board of Directors is interested in an accelerated
timeline. We are willing to work with the board at the start of the search to
develop a suitable timeline. We are prepared to start work on this assignment
immediately.

GUARANTEE

We guarantee that should a recommended candidate selected for the position be
terminated within the first year of employment we will conduct the search again
at no cost (with the exception of expenses) to the South Bayside Waste
Management Authority. We are confident in our ability to recruit outstanding
candidates and do not expect the South Bayside Waste Management Authority to
find it necessary to exercise this provision of our proposal.

South Bayside Waste Management Authority
Page 5
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PROFESSIONAL QUALIFICATIONS

BoB MURRAY, FOUNDER

Mr. Murray brings over 25 years experience as a recruiter. Mr. Murray is recognized as
one of the nation’s leading recruiters. He has conducted hundreds of searches for cities,
counties, and special districts. He has been called on to conduct searches for some of
the largest most complex organizations in the country and some of the smallest.

Mr. Murray has conducted searches for chief executives, department heads,
professional and technical positions. Mr. Murray has taken the lead on the firm’s
most difficult assignments with great success. His clients have retained him again
and again given the quality of his work and success in finding candidates for
difficult to fill positions.

Prior to creating Bob Murray & Associates, Mr. Murray directed the search
practice for the largest search company serving local government in the country.
Mr. Murray has worked in local government and benefits from the knowledge
of having led an organization. Prior to his career in executive search he served

as the City Manager for the City of Olympia, Washington. He has also served as

an Assistant City Manager and held positions in law enforcement.

Mr. Murray received his Bachelor of Science Degree in Criminology from the
University of California at Berkeley with graduate studies in Public
Administration at California State University at Hayward.

South Bayside Waste Management Authority
Page 6
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VALERIE GAETA PHILLIPS, PRESIDENT

Ms. Gaeta Phillips has over 15 years of recruiting experience, including more than a decade of
recent experience in executive search for public, private, and startup companies nationwide.
Ms. Gaeta Phillips has expertise in the full recruiting cycle, from process design and
outreach through candidate assessment and selection. She has placed senior-level
candidates in a variety of industries and fields, including Finance, Information
Technology, and Engineering. Ms. Gaeta Phillips is valued for her passion for finding

and retaining the most outstanding candidates for even the most difficult or
untraditional assignments and for her commitment to her clients’ success. Ms. Gaeta
Phillips has a passion for helping people, evidenced by her fundraising and efforts to

raise awareness for organizations such as Autism Speaks and the M.LLN.D. Institute.

GARY PHILLIPS, EXECUTIVE VICE PRESIDENT

Mr. Phillips started his career with a New York based Fortune 100 company and
quickly became a Senior Manager building and running a large customer service
organization in New York and eventually in thirteen countries in Europe. He also
served as a Director with a large Fortune 500 company and was responsible for

developing and maintaining new and existing clients in Europe, Asia, and

Australia. He then became Senior Vice President with a public enterprise software

company. Some of his successes include building an organization from 2 to 250

people worldwide; acquiring 5 companies in two years; and growing a company

from 800 to 1200 employees.

Mr. Phillips was part of an executive acquisition and recruiting team where he
helped build a start-up enterprise software company in San Francisco. He recruited
top notch talent, and built a world class organization. The company was eventually
sold to a Fortune 500 software company.

Mr. Phillips has maintained customer relationships in the public sector, private
sector, as well as medical, and financial institutions. He prides himself on finding key
talent and offering the best customer service to his clients.

Mr. Phillips is involved in his community as a soccer coach and as an organizer of
fundraisers for Autism Speaks in Sacramento. Mr. Phillips received his Associate of
Science degree, as well as completed coursework at Rochester Institute of Technology,
NY.

South Bayside Waste Management Authority
Page 7
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REGAN WILLIAMS, SENIOR VICE PRESIDENT

Mr. Williams brings 30 years of local government experience to Bob Murray & Associates.
Most recently, he worked as a private consultant with Deloitte and Touche on various public
sector assignments. Prior to that, he served as Director of Public Safety with the City of
Sunnyvale, CA.

Mr. Williams was involved in the development of some of Sunnyvale’s most innovative
programs and has a national reputation for excellence in law enforcement. He has been
responsible for numerous recruitments throughout his career. Clients find his insight
and expertise in recruitment and selection a valuable asset.

Mr. Williams received his Bachelor of Science Degree in Administration of Justice
from San Jose State University. He is also a graduate of the FBI National Academy.

JOEL BRYDEN, VICE PRESIDENT

Mr. Bryden has over 30 years of local government experience that he brings to
the firm, having recently retired as the Chief of Police in Walnut Creek, CA.

Throughout his career, Mr. Bryden has been involved in public sector
consulting. He has vast experience in hiring and promotional processes, as well
as interviewing candidates for advancement in all aspects of local government.
Mr. Bryden has a solid reputation as a leader in the public sector, and clients find
his ability to find and evaluate outstanding applicants invaluable.

Mr. Bryden is a graduate of the FBI National Academy and obtained his
Bachelor of Arts degree in Communication from San Diego State University.

FRED FREEMAN, VICE PRESIDENT

Mr. Freeman brings over 24 years of local government experience to Bob Murray
& Associates, with 11 years in the recruitment field. Mr. Freeman is a retired Chief
of Police and has served as an elected official in local government. He has vetted
hundreds of local governmental officials in the pre-employment process and
conducted recruitments for positions in all sectors of public agency employment.

In addition to his career in the law enforcement field, Mr. Freeman served as the Mayor
and the Mayor Pro-Tem for the Los Alamitos City Council. Mr. Freeman has been a
member of the Public Safety Policy Committee - California League of Cities; the Orange
County Fire Authority Board of Directors; and the Orange Line Development Authority
as the Vice-Chair. His unique perspective and experience, as both a member of executive
city staff and as an elected official, provides exceptional results for our clients.

Mr. Freeman is a graduate of the FBI National Academy and received his Teaching Credential
from the University of California Los Angeles.

South Bayside Waste Management Authority
Page 8
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AMANDA URRUTIA-SANDERS, PRINCIPAL CONSULTANT

As a consultant with Bob Murray & Associates, Ms. Urrutia-Sanders is responsible for research,
candidate recruitment and screening, as well as reference checks and background verifications.
She focuses on client communication and works closely with clients to coordinate candidate
outreach and ensure a successful search.

Ms. Urrutia-Sanders brings several years of industry experience as she worked for one of
the nation’s largest recruitment forms. Her insight into the recruitment process is a
valuable asset to Bob Murray & Associates.

Ms. Urrutia-Sanders received her Bachelor of Arts degree in Communications from
the University of Wyoming.

AMBER SMITH, SENIOR CONSULTANT

As Senior Consultant with Bob Murray & Associates, Ms. Smith acts as a liaison
between clients and candidates from beginning to end of each recruitment
process. She is responsible for the development and distribution of position
recruitment and advertising materials, client research, reference and background
checks, responding to requests for proposals, and providing a broad range of
support services for the recruiting team.

Ms. Smith brings over 5 vyears of client-oriented customer service,
administrative, and management experience to Bob Murray & Associates. She is
committed to working as a partner with clients and candidates in order to
provide a quality service and experience.

Ms. Smith received her Bachelor of Arts degree in Business Administration from
La Sierra University, Riverside, California.

ADAM CARP, OFFICE COORDINATOR

Mr. Adam Carp is the Office Coordinator at Bob Murray & Associates. He is the
first point of contact at Bob Murray & Associates and has years of administrative
experience. Mr. Carp actively contributes to Bob Murray and Associates’ goal of
providing exceptional customer service through close coordination and follow through
with our clients and candidates alike.

Mr. Carp received his Bachelor of Arts degree in Spanish from the University of
California, Los Angeles.

South Bayside Waste Management Authority
Page 9
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REFERENCES

Clients and candidates are the best testament to our ability to conduct quality
searches. Clients for whom Bob Murray & Associates has recently conducted
searches are listed below.

CLIENT:
PoOSITION:

REFERENCE:

CLIENT:
PosrrioN:
REFERENCE:

CLIENT:
PoOSITION:

REFERENCE:

Cooperative Agricultural Support Services Authority
(CASS), CA

Executive Director

Mr. Kevin Masuharo, Member of the Board, (916) 403-6623;
or Mr. John Young, Member of the Board, (530) 666-8148

Monterey Regional Waste Management District, CA
General Manager

Mr. David Pendergrass, Member of the Board of
Directors and Mayor for the City of Sand City, (831) 394-
3054

Bay Area Air Quality Management District, CA
Deputy Air Pollution Control Officer (limited scope),
Chief Executive Officer

Mzt. Jack Broadbent, Executive Officer/APCO, (415)
749-5052

South Bayside Waste Management Authority
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waste
A Public-Agency -
STAFF REPORT
To: SBWMA Board Members
From: Cliff Feldman, Recycling Programs Manager
Date: January 28, 2016 Board of Directors Meeting
Subject: Consideration of Approval of Final Plan and Recommended Process for Supporting

Member Agencies with Future Franchise Agreement Decisions

Recommendation
It is recommended that the SBWMA Board of Directors approve Resolution No. 2016-09 attached hereto
authorizing the following action:

Approval of the Final Plan and Recommended Process for Supporting Member Agencies with Negotiating
a Potential Franchise Agreement Extension with Recology San Mateo County (Exhibit A)

Analysis

The Final Plan and Recommended Process for Supporting Member Agencies with Negotiating a Potential
Franchise Agreement Extension with Recology San Mateo County (Plan) is a “process and approach” plan and
not a recommendation of whether or not to extend the current Member Agency Franchise Agreements with
Recology San Mateo County (Recology).

Each of the Member Agencies has a Franchise Agreement with Recology which started on January 1, 2011 and
ends at midnight on December 31, 2020. The Franchise Agreements state:

e SECTION 3.02 TERM
The Term of this Agreement shall begin on the Effective Date and shall end at midnight on December 31,
2020, unless earlier terminated, or extended as provided in Section 3.03. Contractor’s obligation to Collect
Solid Waste, Targeted Recyclable Materials and Organic Materials shall begin on January 1, 2011 at 12:01
a.m. and shall continue for the remainder of the Term.

e SECTION 3.03 EXTENSION OF TERM
During calendar year 2017, the Parties shall meet and confer on the possible extension of the Term.

The contract extension decision period was set for a defined period to allow sufficient time if needed to conduct a
competitive procurement process if no contract extension was granted. Given the size and complexity of the
service area it was determined that a three-year period (i.e., 2018-2020) was needed to complete a competitive
procurement process and transition to a new service provider if appropriate.

The Plan addresses how JPA staff can best support the Member Agencies with this important decision individually
and as a whole service area wide. The Plan recognizes that each Member Agency will individually decide
whether to extend their Franchise Agreement with Recology and the final scope of services. The prior direction
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from the Board and past practice has been for the JPA to help facilitate and manage the process for selection of a
franchised collection services provider, negotiate Franchise Agreement contract terms, and to provide overall
contract administration support. Staff is committed to continue providing this support if tasked to do so.

The Recology Franchise Agreement extension process outlined in the Plan does not include the potential
extension to the Shoreway Operations Agreement which expires on December 31, 2020. The term extension
provisions of that Agreement allow the JPA unilateral discretion to extend the Agreement for up to three additional
one-year periods on the current terms and conditions. Such current terms and conditions are very financially
beneficial to the JPA as has been discussed at several Board meetings.

The active engagement and collaboration between JPA staff, Member Agency staff (including the TAC), Recology
and the SBWMA Board is required to effectively implement the Plan in a timely manner. By meeting the Plan
milestones in 2016 this will provide Member Agencies sufficient time to schedule their governing body action early
enough in 2017 to meet the deadline prescribed in their Franchise Agreement for action on extending said
contract or not.

Background
This item was referred to the TAC by the Board of Directors at its May 28, 2015 meeting. The Executive

Committee requested that the TAC review a draft Plan and develop a final recommendation for consideration by
the Board. A draft Plan was presented at the July 9, 2015 TAC meeting and comments and discussion ensued
regarding the Plan. On September 24, 2015, an adhoc subcommittee of the TAC met with SBWMA staff Kevin
McCarthy and Cliff Feldman to discuss a revised draft of the Plan which was originally shared at the July 9, 2015
TAC meeting. This adhoc committee consisted of the TAC Chair Afshin Oskoui, City of Belmont; TAC Vice Chair
George Rodericks, Town of Atherton; Larry Patterson, City of San Mateo City Manager; Roxanne Murray, City of
San Mateo; and Jeff Moneda, Public Works Director, City of Foster City. The Plan presented to this subcommittee
was revised to include the feedback from this group and was subsequently approved at the October 8, 2015 TAC
meeting. This Plan was then presented to the Board for discussion at the November 19, 2015 Board meeting and
staff was given direction to bring this item back to the Board for consideration of approval at the January 28, 2016
Board meeting.

On June 25, 2015 the Board adopted the 2015 Long Range Plan which includes recommendations that may affect
the future scope of the Franchise Agreements. On the same date, the Board adopted the FY1516 budget which
provides funding for two collection related pilots, use of co-collection vehicles and an every other week garbage
collection pilot.

Fiscal Impact
There is no specific fiscal impact associated with this item. However, future recommendations by the SBWMA

Board and Member Agency decisions regarding an extension to their existing Franchise Agreement(s) will
ultimately impact the solid waste collection rates charged to residential and commercial customers.

Attachment(s):
Resolution No. 2016-09

Exhibit A — Final Plan and Recommended Process for Supporting Member Agencies with Negotiating a Potential
Franchise Agreement Extension with Recology San Mateo County
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A Public Agency

RESOLUTION NO. 2016-09

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS
APPROVING THE FINAL PLAN AND RECOMMENDED PROCESS FOR SUPPORTING
MEMBER AGENCIES WITH FUTURE FRANCHISE AGREEMENT DECISIONS

WHEREAS, the Authority is a joint powers agency organized under the Joint Exercise of Powers Act by
cities and other local government agencies in San Mateo County (the “Member Agencies”), each of which
oversees the collection of solid waste, organic materials and recyclable materials within its jurisdiction; and

WHEREAS, the SBWMA's adopted mission is to cost effectively design, implement and manage
innovative waste reduction and recycling programs and facility infrastructure that fulfills our fiduciary
responsibilities to our Member Agencies while achieving community environmental and economic goals.

WHEREAS, each of the SBWMA’s Member Agencies has a Franchise Agreement for the collection of
solid waste, organic materials and recyclable materals with Recology San Mateo County which started on January
1, 2011 and ends at midnight on December 31, 2020; and,

WHEREAS, the Member Agency’s Franchise Agreements with Recology San Mateo County include
provisions that prescribe the term of the Agreement and the timeline to pursue an extension to the Agreement;
and,

WHEREAS, the past practice has been for the SBWMA to help its Member Agencies facilitate and
manage the process for selection of a franchised collection services provider, negotiate Franchise Agreement
contract terms, and to provide overall contract administration support; and,

NOW, THEREFORE BE IT RESOLVED, that the South Bayside Waste Management Authority hereby
approves the Final Plan and Recommended Process for Supporting Member Agencies with Negotiating a
Potential Franchise Agreement Extension with Recology San Mateo County (Exhibit A).

PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority, County
of San Mateo, State of California on the this 28th day of January, 2016, by the following vote:

Agency Yes No Abstain | Absent | Agency Yes No Abstain | Absent
Atherton Menlo Park

Belmont Redwood City

Burlingame San Carlos

East Palo Alto San Mateo

Foster City County of San Mateo

Hillshorough West Bay Sanitary Dist.
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| HEREBY CERTIFY that the foregoing Resolution No. 2016-09 was duly and regularly adopted at a regular meeting
of the South Bayside Waste Management Authority on January 28, 2016.

Bill Widmer, Chairperson of SBWMA

ATTEST:

Cyndi Urman, Board Secretary
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Exhibit A

Final Plan and Recommended Process for
Supporting Member Agencies with Negotiating a Potential Franchise Agreement Extension with
Recology San Mateo County

Backaground
Each of the Member Agencies has a Franchise Agreement (Agreement) with Recology San Mateo County (Recology) which

started on January 1, 2011 and ends at midnight on December 31, 2020. The Agreement(s) include the following provisions
regarding the term of the Agreement and an extension:

e SECTION3.02 TERM
The Term of this Agreement shall begin on the Effective Date and shall end at midnight on December 31, 2020,
unless earlier terminated, or extended as provided in Section 3.03. Contractor’s obligation to Collect Solid Waste,
Targeted Recyclable Materials and Organic Materials shall begin on January 1, 2011 at 12:01 a.m. and shall continue
for the remainder of the Term.

e SECTION 3.03 EXTENSION OF TERM
During calendar year 2017, the Parties shall meet and confer on the possible extension of the Term.

The contract extension decision period prescribed in Section 3.03 was set for a defined period to allow sufficient time to
conduct a competitive procurement process if no contract extension was granted. It was determined that a three-year period
(i.e., 2018-2020) was needed to complete a competitive procurement process and transition to a new service provider, if
applicable, given the scope of services, the size and complexity of the service area, and the lead time required.

Key Assumptions
o All Member Agencies, with the support and assistance of the JPA, will enter into negotiations with Recology for a
potential extension of their Franchise Agreement beyond 2020. The JPA staff will take the lead in negotiating and
drafting the uniform Franchise Agreement amendments that apply across all Member Agencies, including both
minor/administrative changes and any major changes resulting from contract negotiations. Further, upon request, the
JPA staff can assist individual Member Agencies with negotiating unique Franchise Agreement changes (e.g., ifa
Member Agency has a specific change in Recology’s scope of services unique to their community).

e The JPA Board will appoint an adhoc committee of TAC or designated Member Agency staff to review the Franchise
Agreement amendments negotiated by JPA staff prior to such amendments being brought forward to the full Board for
consideration. The Board will consider approval of the uniform Franchise Agreement changes and make a
recommendation to forward the uniform Franchise Agreements to the individual Member Agency governing bodies
who ultimately approve any changes to their individual Franchise Agreements, including any unique scope items
requested by the Member Agency.

e The JPA staff will take the lead in preparing rate revenue requirement projections, including different scenarios
reflective of potential changes to the Franchise Agreements. JPA staff's work will include building a baseline proforma
model that identifies Recology’s current compensation vs. their actual operating costs (as provided by Recology). The
model will also cover other factors such as pass-through costs (i.e., mainly processing and disposal costs). Future
pass-through costs may be affected by changes to contracts with third party vendors (e.g., Republic Ox Mountain
landfill), Shoreway capital improvement scenarios (per the Long Range Plan), etc. This baseline model will be
provided to the Board prior to the start of formal contract negotiations.
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o Also prior to the start of negotiations, JPA staff with input from the TAC, will prepare a high level analysis of
Recology’s performance in meeting the Franchise Agreement performance standards and meeting the original goals
of the contractor selection process that resulted in the selection of Recology as the service provider. As part of the
performance review, Recology will be requested to prepare its own written self-review.

o Ifapplicable, the JPA staff will take the lead in developing and managing a collection services contractor RFP and
selection process if directed by the Board. Such a process would be concluded in time to ensure franchised collection
service is provided uninterrupted after expiration of the current Franchise Agreements on December 31, 2020.

e The Recology Franchise Agreement extension process outlined in this document does not include the potential
extension to the Shoreway Operations Agreement which expires on December 31, 2020. The term extension
provisions of that Agreement allow the JPA unilateral discretion to extend the Agreement for up to three additional
one-year periods on the current terms and conditions. Such current terms and conditions are very financially
beneficial to the JPA as has been discussed at several Board meetings.

Timeline

Current — Spring 2016  Member Agency governing bodies decide whether to be part of joint effort to negotiate a potential
Franchise Agreement extension with Recology. This timeline allows for any Member Agencies that
want to conduct any formal community outreach, if so desired, regarding this decision.

Fall 2015 - Spring 2016 Complete analysis of Recology actual collection costs including building a baseline financial model
to use in future projection of collection costs. This work will include identifying any significant
variances and how such variances may affect future collection costs.

Feb. 2016 — June 2016 Analysis of and recommendations for any changes to the scope of collection services based on the
results of the two collection pilots per the adopted 2015 Long Range Plan and any cost savings
suggestions developed by JPA staff in collaboration with Recology.

March 2016 Recology completes and submits to JPA and Member Agencies a self-review in meeting the
Franchise Agreement performance standards and meeting the original goals of the contractor
selection process. This self-review will include suggestions for any cost savings measures and/or
future improvements to the current collection services noting that not all of the Long Range Plan
collection pilots will be completed yet.

April 2016 JPA staff completes and submits to the Board its high level review of Recology’s performance in
meeting the Franchise Agreement standards and meeting the original goals of the contractor
selection process.

April / May 2016 Member Agency governing bodies provide confirmation to the JPA of their intent to participate in
the JPA’s process to negotiate an extension of their Franchise Agreement with Recology. This
commitment to the JPA’s process to negotiate an extension with Recology does not preclude
Member Agencies from pursuing their own concurrent competitive procurement process (i.e.,
RFP), nor does it preclude Member Agencies from individually negotiating aspects of their
Franchise Agreements separately with Recology.

Board appoints an adhoc committee of TAC or designated Member Agency staff to review
Franchise Agreement amendments negotiated by JPA staff prior to such amendments being
brought forward to the full Board for consideration This Board action can happen as early as it's
clear (e.g., by April or May) that a majority of the Member Agencies are onboard with pursuing
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contract extension talks with Recology.

Spring — Fall 2016 Contract negotiations take place between the JPA staff and Recology representatives. The final
step of this process would be for Recology to submit an overall technical and cost proposal for the
entire service area reflective of the agreed upon changes per the negotiations. Once the proposal
is reviewed and agreed upon then a final document can be brought to the Board for consideration.
(This does not preclude Member Agencies from individually negotiating aspects of their Franchise
Agreements separately with Recology.)

Fall 2016 — Dec. 2016  Completion of future collection cost projections based on negotiated changes to Franchise
Agreement scope of services and other factors such as pass through costs.

Completion of revisions to Franchise Agreements based on negotiated changes with Recology.
Jan. / February 2017  Board considers and adopts Recology proposal for extension of current Franchise Agreements.
This approval would be in the form of a recommendation to Member Agencies to adopt the

Recology proposal and the newly revised and amended Franchise Agreements.

March — Dec. 2017 Individual Member Agencies consider approval of contract extension with Recology.
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A Public Agency
STAFF REPORT
To: SBWMA Board Members
From: Cliff Feldman, Recycling Programs Manager
Date: January 28, 2016 Board of Directors Meeting
Subject: Update on Implementation of Commercial Recycling Hauler Reporting System Ordinance

Recommendation
This staff report is for discussion purposes only and no formal action is requested of the Board of Directors.

Analysis

On October 23, 2014, the SBWMA Board of Directors adopted Ordinance No. 002, the JPA’'s Commercial
Recycling Reporting Ordinance, which became effective on January 1, 2015 requires commercial recycling
haulers to report tons collected quarterly. The Q1-2015 report was due on May 1, 2015, Q2 on August 1, Q3 on
October 1, and Q4 on February 1, 2016. Staff last provided an update to the Board at the September 24, 2015
Board meeting and will continue to do so quarterly.

Staff continues contacting businesses to register online and begin reporting. Since the last quarterly update to the
Board, registrations have increased 45% from 33 businesses registered to the current 48. The active list of
businesses that are being contacted to register totals 125. The amount of reports submitted by quarter total 33 for
Q1-2015, 25 for Q2 and 27 for Q3. However, it is important to note that in many cases businesses tend to submit
reports well after the deadline and only after receiving several notices from staff, thus it is anticipated that more
Q3 reports will be forthcoming. (The deadline for Q4-2015 reports is February 1, 2016.) In addition, as businesses
are registered, they are requested to provide past quarterly reports to the extent feasible.

We are frequently faced with barriers in obtaining more registrations and will continue to work towards overcoming
these barriers. For example, businesses recently contacted to register have simply refused to comply, the parent
corporation is unresponsive to requests to provide a clear point of contact responsible for recycling at the local
store/business locations, and most commonly the store/business manager or other individual presented as the
appropriate contact, is either unavailable or non-responsive. Staff will continue to encourage these businesses to
comply and will be requesting the assistance from our Member Agencies to send letters to these potentially non-
compliant businesses as we have done in the past.

From the reports provided, the amounts and types of material collected vary and approximately 18,000 tons were
reported for Q1-2015, 11,000 tons for Q2, and 11,000 for Q3 (i.e., 40,000 additional tons for Q1-Q3 with several
reports still pending and Q4 not included). The largest quantities (in order) of individual material types are mixed
construction and demolition debris, dirt/inerts, green/yard waste and cardboard. As predicted, even a small
sampling of non-franchised commercial recycling activities provides some insights as to the magnitude of
independent recycling occurring in the RethinkWaste service area. As a matter of comparison, the preliminary
results for Recology’s 2015 commercial recycling totaled of 58,784 tons, and was comprised of 33,542 tons of
recyclables and 25,241 tons of organics.
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Staff's original diversion projections based on the Q1 reports estimated an additional 26,500 tons of commercial
recycling (Table 1) to the diversion figures used in the Long Range Plan. Table 2 provides an update of this

diversion estimate based on the information provided to date through Q3-2015 (i.e., an increase of the potential
diversion estimate by including 60,000 additional tons).

Table 3 shows an update on projected future diversion through 2020 reflective of the revised baseline forecast in

Table 2 plus new diversion expected from recommended Long Range Plan projects. The SBWMA's new

forecasted overall diversion rate for 2020 has increased from 70.02% to 72.49%.

Table 1 (based on Q1-2015 projected for entire year)!

Projected Future Measured Diversion Rate % by Sector with Current Programs 2015-2020

Year
Actual Results Projected Results
Sector 2013 2014 2015 2016 2017 2018 2019 2020
Residential 66.90% | 66.48% | 66.59% | 66.59% | 66.59% | 66.59% | 66.59% | 66.59%
Commercial/MFD 29.77% | 31.04% | 41.06% | 43.46% | 45.49% | 46.87% | 4854% | 49.71%
Overall 48.83% | 48.90% | 52.971% | 54.26% | 55.34% | 56.08% | 56.97% | 57.59%

Note: Preliminary Commercial Recycling Reporting Ordinance data is included (i.e., 26,500 tons).

1Table 1 as shown is included in the Board adopted 2015 Long Range Plan document as Table 2.1: Baseline

Measured Diversion Rate by Sector with Current Programs 2015-2020.

Table 2 (based on tonnage thru Q3-2015 projected for entire year)

Projected Future Measured Diversion Rate % for 2015-2020

Year

Actual Results

Projected Results

Sector 2013 2014 2015 2016 2017 2018 2019 2020

Residential 66.90% | 66.48% | 66.59% | 66.59% | 66.59% | 67.02% | 67.88% | 68.22%
Commercial/MFD 29.77% | 31.04% | 49.55% | 51.60% | 53.34% [ 54.52% | 55.95% | 56.95%
Overall 48.83% | 48.90% | 56.845% | 58.03% | 59.02% | 59.88% | 61.06% | 61.78%

Note: Preliminary Commercial Recycling Reporting Ordinance data is included.

Table 3 (projected future diversion through 2020 including new diversion and LRP projects)

Projected Future Measured Diversion Rate % by Sector for 2015-2020

Year

Actual Results

Projected Results

Sector 2013 2014 2015 2016 2017 2018 2019 2020

Residential 66.90% | 66.48% | 66.59% | 66.59% | 66.59% [ 71.32% | 76.35% | 76.60%
Commercial/MFD 29.77% | 31.04% | 49.55% | 51.60% | 53.34% | 61.96% | 69.40% | 69.40%
Overall 48.83% | 48.90% | 56.845% | 58.02% | 59.02% | 65.97% | 72.38% | 72.49%

Note: Preliminary Commercial Recycling Reporting Ordinance data is included.

In May 2015, per the Board and TAC's direction, staff followed through with our commitment to keep the Member
Agencies engaged in our efforts to encourage affected businesses to register and report and we plan to enlist
their assistance again in February 2016. Staff will provide a list to the Member Agencies of the businesses in their

jurisdiction which need additional encouragement to register. Staff will also provide a sample letter to use with
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each Member Agency'’s letterhead. By working with our Member Agencies, we anticipate similar results as in the
past such as additional businesses registering, determining those businesses that do not need to comply and
those which the JPA should continue to follow up with.

Staff's efforts to continue reaching out and educating businesses about the Ordinance will be ongoing via
additional direct mail letters, phone calls and emails. Staff will also continue to work with our Member Agencies
regarding the businesses located in their jurisdictions. However, it is important to note that less than 50% of all
identified businesses are located in our Member Agencies. In addition, the list of potentially affected businesses
continues to be refined. For example, after contacting some businesses that were initially identified it turns out
they are not required to submit reports, and our efforts continue to result in identifying other independent recycling
haulers which are then added to the list.

Background
At the October 23, 2014 Board meeting, the Board adopted Ordinance No. 002 — Recycling Reporting

Requirements for Commercial Recycling Haulers. The Ordinance will enable RethinkWaste to develop a more
complete picture of existing diversion efforts for the commercial sector, since the only diversion information
currently available is provided by Recology, the Member Agencies franchised service provider. Based solely on
preliminary tonnage data provided by Recology, the commercial diversion rate for 2015 was 33.0%. The actual
overall commercial diversion rate is likely much higher once we factor in diversion data from non-franchised
haulers.

This SBWMA-wide Ordinance implements reporting requirements for non-franchised commercial recycling haulers
(e.g., paper recycling companies, scrap metal haulers, construction and demolition debris haulers, businesses
that backhaul recyclables and/or compost materials to distribution centers, etc.) in an effort to begin collecting
diversion data that is currently unavailable. The Ordinance became effective on January 1, 2015 and the haulers
are required to provide reports quarterly.

Fiscal Impact
There is no fiscal impact associated with this staff update. The approved FY1516 budget includes $15,000 for

stakeholder engagement and encouraging compliance efforts. The Ordinance allows the Executive Director to
establish an administrative fee in an amount not to exceed $150 to cover the SBWMA costs to administer the
Ordinance. This administrative fee for 2015 was set at $125 and is charged to commercial recycling haulers
required to register and submit reports. Staff is not recommending increasing this fee for 2016.
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STAFF REPORT

To: SBWMA Board Members

From: Hilary Gans, Facility Operations Contracts Manager

Date: January 28, 2016 Board of Directors Meeting

Subject: Update on Organics Recovery Project Work with Silicon Valley Clean Water

Recommendation
This staff report is for discussion purposes only and no formal action is requested of the Board of Directors.

Summary
This report provides an update on the work that the SBWMA and Silicon Valley Clean Water (SVCW) staff and

consultants have completed in researching the technical and financial feasibility of a joint venture project that will
recover discarded food waste from garbage and convert this waste to bio-methane and energy.

Analysis

The SBWMA'’s primary goal for the Mixed Waste Processing System with Organics to Energy project (MWPS) is
to achieve high levels of diversion to meet the State’s 75% recycling goal and to do so at a competitive cost to
landfilling. Staff has been working with Silicon Valley Clean Water (SVCW) in a partnership that will leverage
existing infrastructure at the Shoreway facility and at the SVCW wastewater treatment plant to keep project capital
expense lower than a newly built facility.

SBWMA and SVCW staff have been working on a parallel track in developing technical and financial feasibility
studies that will serve as the basis for a future “go/no” decision by the both Boards. A summary of tasks that need
to be completed for each major project milestone are presented in Attachment A titled “Mixed Waste Processing
System Project Work Plan and Milestone Tasks”. The bulleted items below provide detail on the tasks that are
currently under development.

0 Waste Composition Study — the waste composition studies provide a critical starting point for the design
of the MWPS, the projected waste diversion, and revenues from recovered recyclable commodities.
Sloan Vasquez LLC performed two waste sorts in 2015 at the transfer station and has prepared waste
composition studies that confirm that nearly half of the SBWMA's waste stream is composed of
recoverable items (see Attachment B — Waste Composition). The details of the waste composition
analysis has served as the basis of design of the MWPS by equipment vendors and is being used to
estimate the quantity food waste to be subsequently processed by SVCW.

o Transfer Station Building Design — The Board approved a design contract with JRMA Architects to
complete a space planning analysis that evaluated different scenarios for expanding the transfer station to
accommodate a MWPS. (This analysis included a site master planning analysis and options for
relocating the Recology administration building that were part of the Long Range Plan). JRMA is now in
the final stages of a 30% Design Level for a westward expansion of the transfer station that will add
~4,800 sqft and leave the administration building in place. Included in JRMA'’s scope of work is the layout
of the MWPS equipment at the transfer station and the associated space and operations planning (see
building and equipment general arrangement drawings in Attachment C).
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o0 Mixed Waste Processing System Design — SBWMA staff has been working with Bulk Handling System
(BHS) over the last year in the design and refinement of the mixed waste processing system. Though the
MWPS uses componentry similar to that at the Shoreway MRF, processing waste for material recovery is
an innovative and new application of the technologies. Currently, the MWPS is in a final draft design
(Attachment D) and the staff is starting a Field Validation process that aims to verify the throughput and
recovery projections as well as system reliability, operations and maintenance cost.

0 Organic Press and Slurry Handling System — The Organic Press (OREX) equipment sold by Anaergia Inc.
is a critical component in the MWPS. The OREX functions like a garlic press -- by compressing the waste
stream, it is able to extract the food waste that is mixed within the garbage. The resulting “organic slurry”,
that comprises 25% of the total waste stream, is the base-material for anaerobic digestion at SVCW and
the generation of green energy. The OREX organic press is a new technology that has no operating
history in the United States, however, a unit is currently being installed at Recology’s San Francisco
operations this month. SBWMA staff and consultants are closely monitoring the OREX operation to
confirm its performance that it will meet the needs of the SBWMA's MWPS.

SBWMA staff has hired the following companies to complete the design and validation work essential to
developing a technical and financial feasibility study. The table below presents the consultants that are currently
under contract and the work that they are performing.

Scope of Work Vendor Budget
Waste Composition Study and Commaodity Market Analysis Sloan Vasquez LLC. | $ 30,000
Transfer Station Building Expansion 30% Design JRMA Associates $ 68,180
Mixed Waste Processing System Design BHS Manufacturing no cost
MWPS Equipment Validation and Operations Cost Modeling Sloan Vasquez LLC. | $ 30,000
Design of the OREX and Slurry Handling System Anaergia, Inc. $ 16,000
OREX Equipment Validation and Operations Cost Modeling DEI Consultants $ 30,000

SBWMA and SVCW staff have worked to coordinate research projects and schedules so that both Agencies will
reach critical decision points at the same time and will have complete information to provide to decision makers.
SVCW research is tracking slightly ahead of the SBWMA in that the agency has already completed a draft
Business Case Analysis of the AD project and has concluded that the project is both technically and financial
feasible. SVCW is currently evaluating a pilot project with Recology San Francisco that will feed small quantities
of organic slurry to the SVCW anaerobic digesters. This pilot project will likely last 12 months and will provide
SVCW critical operational experience on food waste digestion that will develop operational confidence in the
ability to process 150 tons per day of organic slurry supplied by the SBWMA.

Pertaining to State Grant opportunities, the 2016 approved State budget includes $100M earmarked for the
development of waste infrastructure that reduces greenhouse gas emissions (GHG). The project that SBWMA
and SVCW are co-developing is perfectly situated for grant funding and staff has started researching grant
opportunities. See budget excerpt below:

$100 million for the Department of Resources, Recycling and Recovery to provide financial
incentives for capital investments that expand waste management infrastructure, with a priority
in disadvantaged communities. Investment in new or expanded clean composting, anaerobic
digestion, fiber, plastic, and glass facilities is necessary to divert more materials from landfills.
These programs reduce GHG emissions and support the state’s 75—percent solid waste
recycling goal.
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Background
In April 2014 the SBWMA and the SVCW Boards approved a memorandum of understanding (MOU) to

demonstrate each agency’s commitment to developing a project to sort food waste from garbage at the Shoreway
transfer station and a process to anaerobically digest this material at SVCW wastewater treatment facility into
biogas and green electricity. Both agencies are researching the technical and financial feasibility of such a joint
venture project. The SBWMA Board approved $183,000 in the FY15/16 budget to complete a technical and
financial feasibility study. As part of the study, the SBWMA staff and consultants have been working on a MWPS
to separate food waste and recyclable materials from the waste stream. SVCW has been on a parallel research
track. Numerous benefits of an organics-to-energy project have been identified and presented to the Board in
prior updates. Strategic drivers and benefits of the project include:
e Potential to divert from the landfill and into energy production, 25% of the SBWMA's waste stream which
could bring the JPA much closer to achieving the State’s goal of 75% diversion from landfill by 2020.
e The potential to recover additional recyclable commodities from the waste steam.
e Substantial reductions in overall disposal and transportation cost that would help offset the project’s costs.
e Substantial increases to SVCW'’s biogas and green energy production that would reduce the cost and the
carbon-intensity of SVCW power usage.
e Several promising outside grant funding opportunities (CalRecycle, California Energy Commission and
from PG&E) that are applicable to this project.
e Compliance with AB1832 - Organics Diversion Regulation that requires commercial waste generators to
set up separate collection for food waste if they generate over a certain quantity of materials.
e Joint venture effort with SVCW provides capital cost efficiency by leveraging existing infrastructure.

Past Project Milestones include:
e Demonstration of Anaergia’s test extrusion press at Shoreway transfer station in October 2013.
e Workshop between SBWMA, SVCW, and Anaergia held in January 2014.
e MOU between SBWMA and SVCW approved by the Board in April 2014.
e SVCW Board project update January 2015
e SBWMA Board approves the Long Range Plan and 2015/16 budget that included funds for the research
and preparation of a Technical and Financial feasibility Study.

Fiscal Impact
The SBWMA FY15/16 budget included $183,000 to determine the technical and financial feasibility of a MWPS

project. It is anticipated that the project funds will be spent before the end of the fiscal year. Funding for the next
steps of the project will be forecast to the Board as part of the FY16/17 budget process.

Attachment(s):

Attachment A — Mixed Waste Processing System Project Work Plan and Milestones
Attachment B — Summary of SBWMA Waste Composition
Attachment C — Building and Equipment General Arrangement Drawings

Attachment D — Mixed Waste Processing System Final Draft Design

SBWMA BOD PACKET 01/28/2016 AGENDA ITEM: 6A - p3



Attachment A. Mixed Waste Processing System Project Work Plan & Milestones

PHASE I. FINAL TECHNICAL AND FINANCIAL FEASIBILITY ANALYSIS (JAN-JUN 2016)
A. Waste Composition
v' Waste composition analysis (two S/V studies)
B. MWPS System Design
v Transfer Station space planning and building expansion analysis
Transfer Station building
v Design (30% design level)
0 CapEx cost estimates
0 Utility and maintenance cost estimates
Mixed Waste Processing System
v" Design

0 Equipment performance validation
0 CapEx & OpEx cost estimates
Organics Press and slurry handling system
v" Design
0 Equipment performance validation
0 CapEx & OpEx cost estimates
C. Facility Operations Plan
O SBRfacility operations plan and cost model
0 SBRslurry handling plan and cost model
0 SBRtransportation plan and cost model
D. Project Final Technical & Financial Feasibility Analysis
O Project Diversion and GHG modeling
0 Commodity revenue analysis
0 Proforma update
0 Final Technical & Financial Feasibility Study report preparation

PHASE Il. MWPS PROJECT DEVELOPMENT PLAN (JUL-DEC 2016)
A. Contract Development
0 Recommended amendments to the SBR Operations Agreement
0 Draft Agreement with Silicon Valley Clean Water for Organic Slurry Digestion
B. Funding Plan
0 Plan of Finance
0 Grant Funds Availability and Solicitation
C. Project Permitting Plan
0 CEQA Determination
D. RFP/ Bid Preparation
0 Transfer Station Building Architectural Design and Construction
0 Mixed Waste Processing System Purchase and Installation Contract
0 Organic Press and Slurry Handling System Purchase and Installation Contract

PHASE IIl. FINAL DESIGN AND PROJECT CONSTRUCTION (JAN-DEC 2017)
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Attachment A. Mixed Waste Processing System Project Work Plan & Milestones

PHASE VI. MWPS STARTUP AND FULL OPERATIONS (JAN 2018)

Note of Important Events

e December 31, 2019 - Expiration of the Ox Mountain Disposal Agreement
e December 31, 2020 - Expiration of the Shoreway Operations Agreement with South Bay Recycling (SBR)
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Attachment B.

SUMMARY OF SBWMA WASTE COMPOSITION
Prepared by Hilary Gans for the Zero Landfill Committee meeting on January 15, 2015

The SBWMA has conducted regular waste composition studies to gain an understanding of the constituents in the waste
stream and to inform strategies for increasing landfill diversion. Most recently, in 2015, two waste composition studies were
conducted by Sloan Vasquez LLC, (March 2015, and July 2015). The main purpose of these studies was to provide
information critical to the planning and design of the Shoreway mixed waste processing system (MWPS).

In evaluating technologies to advance the SBWMA'’s zero landfill goal, it is important to consider these technologies in the
context of the current and future waste volumes and composition (i.e., what will the waste stream composition and volume
be after the construction of the MWPS). Towards this goal, the charts and tables included in this report are intended to
provide a basic overview of the SBWMA's waste streams.

SBWMA Current Waste Stream by Generator

The collection program operated by Recology combines the waste materials (Black Bin) from Commercial and Multi Family
Dwelling (MFD) sectors. Together these streams represent 67% of the franchise waste stream while Residential garbage
represents 33% (see Table 1). These waste streams are delivered to the Shoreway transfer station where they are reloaded
onto large trucks for transfer to Ox Mountain Landfill by SBR.

Table 1. Total SBWMA Waste Stream by Generator Type (2014)
Residential Waste 69,072 33%
Commercial & MFD 140,238 67%
Total Tons 209,310

SBWMA Current Material Stream and Material Composition

Chart 1 on the following page illustrates the volumes of materials by type that are set out by residential and commercial
generators and collected separately by Recology. Chart 2 and the associated table summarize the results of the waste
composition studies that were conducted in 2015 where garbage was sorted to determine the “recyclable/divertible” portions
of the waste stream that could be recovered through the MWPS.

The waste composition studies estimate that the non-recoverable fraction of the waste stream (material that would not be
recoverable by the MWPS) amounts to roughly 110,000 tons per year or 53% of the current total garbage stream. This non-
recoverable material would be a potential candidate for a future conversion technology. Additionally, the process residue
from the MWPS will have a high plastics content and be relatively dry, which would make it a suitable feedstock for heat and
energy recovery through a thermal treatment technology.
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Chart 1. Shoreway Inbound Material by Stream (2014 Tonnage)

Chart 2. Solid Waste Stream Composition by General Material Categories

Waste Composition by

Average

Material Type

. Mixed Paper (DRY)

.0CC

. Aluminum UBC's

. Tin Cans

. Mixed Metals

. PETE Containers

. HDPE Containers

8.

All Other Plastic

9.

Green/Yard Waste

10. Organics/Food

11. Fines

12. Refuse
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Photographs of Waste Composition Sorting Process & Recovered Materials

High-value recyclables from SBWMA garbage

Food waste and other organic materials sorted
from SBWMA garbage
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STAFF UPDATE
To: SBWMA Board Members
From: Farouk Fakira, Finance Manager
Date: January 28, 2016 Board of Directors Meeting
Subject: 2016 Finance and Rate Setting Calendar

Recommendation
This is an informational report and no action is necessary.

Summary
The purpose of this staff report is to keep the Board and Member Agency staff informed on the schedule of

important financial and rate setting events in 2016. This staff report is updated as necessary and included in the
Board packet each month.

Schedule of Finance, Contractor Compensation and Rate Adjustment Activities in 2016:

January 2016
e Approval of FY1415 audited Financial Statement.
e Mid-Year review of FY1516 Operating Budget.

March 2016
e Recology submittal of the 2015 Revenue Reconciliation Report (March 31).

April 2016
e Discussion on preliminary FY1617 SBWMA Operating Budget at April 28, 2016 Board meeting.
e Approval of unaudited calendar year financial statement for bond reporting requirements.

May 2016
e Additional Review of FY1617 detailed SBWMA Operating Budget at May 26, 2016 Board meeting..

June 2016

e Approval of final FY1617 SBWMA Operating Budget at June 23, 2016 Board meeting.

e Recology’s 2017 Compensation Application due to the SBWMA and Member Agencies (June 15).
SBWMA and Member Agency comments are due to Recology on its 2016 Compensation Application
(June 29).

e SBWMA issued a letter requesting feedback from all Member Agencies on estimated 2017 Member
Agency fees (e.g., franchise fees) to be included in there 2017 solid waste rates.

e Approval of Financial Systems audit report on Recology and SBR.
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July 2016

SBR's 2017 Compensation Application due to the SBWMA (July 1).

SBWMA issues the following reports to the Board and Member Agency staff for review and comment:
1) Estimated 2016 and 2017 residential and commercial base revenue,

2) Estimated collected tonnage for 2016 and 2017,

3) Residential rates vs cost analysis,

4) Estimated residential revenue changes due to cart migration (i.e., lost revenue) by Member Agency
since July 2015, and

5) Summary of 2017 Member Agency fees to be used in the 2017 cost projections based on Member
Agency feedback.

Recology revised 2017 Compensation Application due to the SBWMA and Member Agencies (July 22).

August 2016

SBWMA issues the Draft Report Reviewing Recology’s 2017 Compensation Application, recommended
total Revenue Requirement and rate adjustment(s) (August 12).

SBWMA issues the Draft Report Reviewing SBR’s 2017 Compensation Application (August 15)
Comments due back from Member Agencies on draft Reports Reviewing Recology’s 2017 Compensation
Application and SBR’s 2017 Compensation Application (August 26).

September 2016

SBWMA issues Final Report Reviewing Recology’s 2017 Compensation Application including the
recommended total collection rate adjustment for 2017. (September 15 BOD Packet).

SBWMA issues Final Report Reviewing SBR'’s 2017 Compensation Application. (September 15 BOD
Packet).

Approval of the SBR 2017 Compensation Application. (September 22 BOD Meeting).

Approval of the Recology 2017 Compensation Application and total recommended Revenue
Requirement. (September 22 BOD Meeting).

September — December 2016

Member Agencies issue Prop. 218 notice and approve final 2017 solid waste rates.

November 2016

SBWMA issues report to Board on recommended January 1, 2017 Shoreway tip fee adjustments
including calendar year 2017 SBWMA financial projection with assumed tip fee and cash reserve
balances.
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STAFF REPORT
To: SBWMA Board Members
From: Farouk Fakira, Finance Manger
Date: January 28, 2016 Board of Directors Meeting
Subject: Check Register for November and December 2016

Recommendation
This is an informational item only and no action is required. This report was requested by the Board members.

Summary

The purpose of this report is to provide transparency to the Board and the public on the actual spending by the
SBWMA. All payments made by check issued in November and December 2015 are listed on the attached report
for review.

Analysis

The SBWMA has a contract with the City of San Carlos for accounting services including the issuing of all
payments and deposit of all receipts. In accordance with the City of San Carlos’ policies, checks are normally
issued every two weeks. All SBWMA invoices are approved for payment by the program manager and then by
the Executive Director or Finance Manager. Total A/P spending for November 2015 was $2,913,353.58 and for
December 2015 was $3,822,093.12 for a total of $6,735,446.70 for the two months as detailed in Attachment A.
Certain ACH transactions such as payroll and some benefit payments are drawn directly from the bank and are
therefore not included in these A/P reports.

If you have any questions on this, please contact Cyndi Urman or Farouk Fakira. The format of the check registers
is limited to what is available from the city’s MUNIS accounting system.

Attachments:
Attachment A — November and December 2015 Check Registers
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STAFF REPORT
To: SBWMA Board Members
From: Cyndi Urman, Office Manager/Board Secretary
Date: January 28, 2016 Board of Directors Meeting
Subject: Technical Consulting Contracts — 4t Quarter 2015

Recommendation
This is an informational item only and no action is required. This report was requested by the Board members.

Summary
The purpose of this report is to provide an update to the Board on a quarterly basis on the technical consulting

contracts that have been issued. All contracts issued in the 4t Quarter 2015 are listed on the attached report for
review.

Each quarter throughout a given calendar year, staff will update this listing with any new technical contracts
issued. How frequently this report is produced (e.g., monthly or quarterly) was discussed with the Executive
Committee and it was decided given the small number of contracts issued that a quarterly frequency was
appropriate.

If you have any questions on the attached listing of technical contracts, please contact Cyndi Urman
Attachments:

Attachment A — Technical Consulting Contracts — 4t Quarter 2015
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Technical Consultant Contracts - 4th Quarter 2015

January 28, 2016
Amount of Date of ] Contract Procedures
Vendor Name Contract Scope of Work Award Used Budget Line Item Budget Line Item Description
FY1515 Recology Bi-Annual . I .
Sloan/Vazquez $46,000.00 Contamination Sampling 09/22/15 Single Source 520336 Quarterly Load Contamination Monitoring
One World Communications*] $109,000.00 FY1516 Public Outreach Work 10/01/15 Competitive Bid 520604-Varios Residential And Commercial Programs
HDR Engineering Inc. $15,000.00 Technical Assistance for Zero Landfill 10/07/15 Single Source 520340 Long Range Plan
. Phase | Seismic Assessment for the .
SEI Engineers $15,000.00 Shoreway Environmenttal Center 10/27/15 Single Source 520340 Long Range Plan
Sloan/Vazquez $27,900.00 [ Mixed Waste Processing Systems Review | 11/13/2015 Single Source 520340 Long Range Plan
Business Reporting Ordinance Customer . . . . - .
R3 Consultants $15,000.00 Engagement 11/13/2015 Single Source 520508 Recycling Reporting Ordinance Administration
D. Edwards Inc. $29,905.00 | Mixed Waste Processing RFP and SVEW 1 50/5015 | single Source 520340 Long Range Plan
Agreement
JR Miller and Associates $68,180.00 Design of Transfer Station Expansion 11/20/2015 Single Source 520340 Long Range Plan
Sloan/Vazquez $7,050.00 MRF Material Composition Study 12/4/2015 Single Source 520308 Facility Improvement Oversight

Competitive Procurement includes selecting contractors resulting from Requests for Proposals (RFP), Requests for Qualifications (RFQ), obtaining multiple bids/proposals and/or obtaining bids/proposals from
firms pre-qualified per responses to published RFP/RFQ.

Single Source includes selecting contractors based on a sole source solicitation of bids/contracts and subsequent contract negotiations.

Contracts marked with an * have been adopted by the Board of Directors with the passage of a resolution.
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STAFF UPDATE

February - June 2016 Potential Future Board Agenda Items

February 25, 2016 (meeting at San Carlos Library Conference Room)

Capital Request(s) Related to Glass Handling at the Shoreway MRF

Status Report on Zero Landfill Working Group (Staff update)

Approval of Quarterly Investment Report as of 12/31/15 (Consent item)

Approval of Contract for the Repair of the MRF and Transfer Station Tipping Floor (Consent item)

March 24, 2016 (meeting at San Carlos Library Conference Room)

Status Update on Long Range Plan Projects (Staff presentation)

Discussion on Potential Capital Projects for FY1617 (Discussion item)

Member Agency Update on Committing to Joint Effort to Pursue Franchise Agreement Extension Negotiations with
Recology San Mateo County (Staff update)

April 28, 2016 (meeting at San Carlos Library Conference Room)

Resolution Approving Calendar Year 2015 Financial Statements (Consent item)

Discussion on FY1617 Preliminary Operating Budget (Staff presentation and discussion item)

Status Report on Zero Landfill Working Group (Discussion item)

Status Report on Expiring Door-to Door HHW Contract and Options (Staff update)

Technical Consulting Contracts for 1st Quarter 2016 (Staff update)

2015 Member Agency Snapshot Reports (Staff update)

Staff Update on Implementation of Commercial Recycling Hauler Reporting System Ordinance (Staff update)

May 26, 2016 (meeting at San Carlos Library Conference Room)

Discussion on FY1617 Preliminary Operating Budget (Staff presentation and discussion item)

Status Update on Long Range Plan Projects (Staff presentation)

Approval of Quarterly Investment Report as of 3/31/16 (Consent item)

Annual Solid Waste Rate Survey (Staff update)

Member Agency Update on Committing to Joint Effort to Pursue Franchise Agreement Extension Negotiations with
Recology San Mateo County (Staff update)

June 23, 2016 (meeting at San Carlos Library Conference Room)

Resolution Adopting FY1617 Operating Budget (Approval item)

Resolution Approving Findings from Review of Collection Services and Facility Operations Reports, Tonnage Data
and Customer Service Systems Audits for 2015 (Approval item)

Resolution Approving Findings from 2015 Financial and Accounting Systems Audit of Recology and SBR (Approval
item)

Resolution Approving Annual Contract for Legal Counsel Services for FY1617 (Consent item)

Resolution Approving Annual Contract for Information Technology and Website Services for FY1617 (Consent item)
Resolution Approving Property Insurance Policy Renewal (Consent item)
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e Resolution Approving Contract(s) with Public Education and Outreach Vendor(s) (Consent item)
e Status Report on Expiring C&D Processing Contract and Options (Staff update)
o Staff Report on Results from Every Other Week Garbage Collection Pilot (Staff presentation)
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