SBWMA Technical Advisory
Committee (TAC) Meeting
WaSte THURSDAY, September 8, 2016 at 2:00 p.m.

Ma:mgcmcnt Authority San CaI'|OS lerary
A Public Agency Conference Room A
610 Elm Street, San Carlos, CA 94070
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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.

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. Approve Minutes of the May 12, 2016 TAC Meeting

4. Staff Update on Review of Plan and Recommended Process for SBWMA to Support Member Agencies with
Future Decisions Regarding Franchise Agreements with Recology

5. Discussion on SBWMA Draft Report Reviewing the 2017 Recology San Mateo County Compensation
Application

6. Discussion on SBWMA Draft Report Reviewing the 2017 South Bay Recycling Compensation Application
7. Staff Update on the Status of Expiring Door-to Door HHW Contract and Options

8. TAC Member Comments

9. Adjourn

MEMBER AGENCIES
ATHERTON * BELMONT * BURLINGAME * EAST PAL@(QIJ_E%%E% 0%33* HILLSBOROUGH * MENLO PARK * REDWOOD CITY
* SAN CARLOS * SAN MATEO * N A * 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 TECHNICAL ADVISORY COMITTEE
May 12, 2016 - 2:00 p.m.
San Carlos Library Conference Room A

Call to Order: 2:06PM

1. Roll Call
Agency Present | Absent Agency Present Absent
Atherton X Menlo Park X
Belmont X Redwood City X
Burlingame X San Carlos X
East Palo Alto X San Mateo X
Foster City X County of San Mateo X
Hillsborough X West Bay Sanitary District X

2. Public Comment
Persons wishing to address the Board on matters NOT on the posted agenda may do so.

Each speaker is limited to two minutes. If there are more than five individuals wishing to speak during public comment, the Chairman will draw five speaker
cards from those submitted to speak during this time. The balance of the Public Comment speakers will be called upon at the end of the Board Meeting.

If the item you are speaking on is not listed on the agenda, please be advised that the Board may briefly respond to statements made or questions posed as
allowed under The Brown Act (Government Code Section 54954.2). The Board's general policy is to refer items to staff for attention, or have a matter placed
on a future Board agenda for a more comprehensive action or report and formal public discussion and input at that time.

None

3. Approval of Consent Calendar:

Consent Calendar item(s) are considered to be routine and will be enacted by one motion. There will be no separate discussion on these items unless
members of the Board, staff or public request specific items be removed for separate action. Items removed from the Consent Calendar will be moved to the
end of the agenda for separate discussion.

A. Adopt the March 14, 2016 TAC Meeting Minutes

Member Rodericks made a motion to approve the minutes
Member Murray seconded the motion
Voice Vote: All in Favor

4. Discuss the Plan and Recommended Process for Supporting Member Agencies with Negotiation a
Potential Franchise Agreement Extension with Recology
A. Update on Member Agency Notice of Commitment to Participate in the Franchise Agreement
Extension Negotiations (Staff Update)
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Staff Feldman gave an update as to the Member Agencies that have agreed to participate in the
Franchise Agreement Extension Negotiation Process, and asked TAC Members from Agencies who've
not yet notified of their status. Menlo Park would be going to council on May 24, Redwood City and San
Mateo voted on May 2, San Carlos approved on May 9, and West Bay Sanitary District was still
outstanding, but was the last one.

B. Recology San Mateo County 2011 - 2015 Self-Assessment (Discussion item)

Chair Oskoui noted that items B and C could be discussed together, and asked the Committee how they
would like to discuss the two.

Staff Feldman gave an introduction to the Recology Self-Assessment noting that these two items are
brought to the TAC for discussion as part of the Plan and Recommended Process that was approved. In
that approved plan Recology would have the opportunity to perform a critical self-evaluation, and self-
review of their service thus far. He noted that this report has already been provided to the Board, and
staff will not be providing any written comments unless the TAC discussion today warrants it.

Mike Kelly of Recology commented that the report provided an opportunity to highlight what Recology
has accomplished in the first 5 years, identify some of the struggles at the beginning of the contract, and
highlight the proud employee ownership in San Mateo County. He noted that he hoped it came across
that Recology is proud to be here in the SBWMA service area.

C. SBWMA High-Level Review of Recology’s Performance 2011-2015 (Discussion item)

Staff Feldman gave a background of the high level review that staff put together, noting that it was meant
to be a exactly that, a high level review, and noted that staff did not get into all of the individual contract
compliance pieces. He added that staff tried to look at the bigger picture within the context of the
contractor selection process in two steps, one, the roll out and two, since the roll out. He added that the
report highlights the differences between the initial roll out and the tremendous efforts made in the first
year, and what has happened since. He added that the goal from this discussion is to produce a final
report that goes to the Board at the May Board meeting.

Chair Oskoui asked for an explanation of the discrepancies in section 3B regarding liquidated damages
between the audited numbers versus the self-reported numbers.

Staff Feldman explained that the details of what is found in the audits versus what the Board ultimately
approves are contained in the actual audit reports of Recology and aspects of SBR’s operations. He
noted that it is an annual audit. Once the audit is completed the results are shared with Recology and
SBR some of the results are objected to, and there is a negotiation process on the objections, then a
final audit that both parties agree to is produced that adjusts the originally reported numbers.

Chair Oskoui commented that he would like to see a paragraph added to the report that explains the
variance because just seeing the tables the discrepancy is not explained.

Member Cook asked how the suggested improvements in section 3E get incorporated.

Staff Feldman answered that the improvements are taken out of the yearly audit report, so when the next
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year's audit is completed the suggestions for improvement from the previous year are checked to see if
they have been implemented.

Vice Chair Rodericks asked for clarification on whether the suggestions in the high level review are
suggestions that have been agreed to be implemented by Recology.

Staff Feldman answered yes, they are an abridged version.

Chair Oskoui asked if the recommendations have been implemented and are completed, and suggested
that if they are completed to list which have been completed and which are still ongoing in the review.

Staff Feldman answered that by and large they have been implemented.

Member Cook asked for further explanation of the last sentence of the second to last paragraph on page
17 of the report regarding additional gains in reducing deposal may need to be made.

Staff Feldman answered several years ago the state changed AB939 compliance from a flat 50%
diversion which included a calculation of what is composted, what is recycled and how much is disposed
to a per capita disposal quantitative compliance measure. He noted that the report is trying to point out
that given the new measurement formula the focus is by and large on disposal not necessarily how much
is being recycled, so there is a significant emphasis on implementing what is being educated.

Member Cook asked if there were action plans in place to make the necessary gains in diversion given
the new measurement.

Staff Feldman answered that the programs the SBWMA has in place are intended to reduce disposal,
and if those gains aren't being made then a critical look needs to be taken as to why disposal is not
being reduced. He also noted that there may be some factors beyond Recology’s control. He added
that there is a mixed waste processing system planned for the future they will go directly at the reduced
disposal goals.

Member Cook asked for confirmation that based on the plans the SBWMA believes that this won't be an
issue.

Staff Feldman answered that SBWMA future plans are addressing that issue, and the statement in the
review is meant to say that through collection services, and other means the SBWMA service area
needs to further reduce disposal in order to achieve higher compliance.

Chair Oskoui commented that given that this is an audit of Recology’s contract, are there things that
should be considered as we look at the next contract.

Staff Feldman answered that the data presented in the report shows that disposal has flattened out over
the last three year, and recycling is not increasing. He added that the contractual tools are in place
through incentives to drive more recycling and less disposal, but the data shows that the ball is not
getting hit out of the park.

Member Abrams asked how Member Agencies could look at it in terms of a contract extension.
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Staff Feldman answered that similar to the process in the past all the Member Agencies will be surveyed
as to what they’d like to see changed in a new uniform franchise agreement, and staff will be working with
Recology to get proposals on the various items, one of which could be changes to the
incentives/disincentives model or changes to the base lines.

Member Porter asked if staff would also be soliciting suggestions from Recology as well in terms of what
they would recommend to move the dial on recycling.

Staff Feldman answered that staff views the negotiation as a cooperative process, and the ultimate goal is
a uniform franchise agreement that everyone can agree with.

Member La Mariana added that considering the Agency’s Long Range Plan there are a lot of projects and
programs that have been committed to that will help move the diversion dial.

Chair Oskoui asked for next steps.

Staff Feldman answered that a final review will be presented to the Board at the May board meeting, and
then it could go to the governing bodies of the Member Agencies as they see fit, along with the Member
Agency snap shot reports that will give the tables and data for individual agencies.

5. TAC Member Comments

Member Walter asked for an outline and timeline for the next 3 to 6 months as it relates to the Ad Hoc
Committee, and when will there be recommendations made to the Board or each of the Member
Agencies.

Staff Feldman answered that the Ad Hoc Committee hasn't met yet, and staff has not meet with Recology
yet. He noted that a meeting is scheduled with Recology for next week, the idea is to meet with them
before the Ad Hoc Committee, to get a road map of how they want to move proposals through their
corporate offices. After the meeting with Recology there will be a meeting with the Ad Hoc Committee,
and part of the initial meeting with the Ad Hoc committee would be reaching out to each Member Agency
to get their wish list for recommended changes, what they think is and is not working, and ideas for the
future agreement. He noted that he hopes to meet with the Ad Hoc committee in the next 2 to 3 weeks.

Member Murray asked if there were results from the split body pilot.

Mike Kelly of Recology answered that the reality was that it was not as efficient as they had hoped. They
had hoped to get over 500 homes per route with a dual collection vehicle, and they were able to get about
360, and it ended up adding more routes.

Gino Gasparini of Recolgoy added that split body trucks often work in situations that may be distance
oriented, where carts are similar in sizes and at equal capacity, but with the variances in our service area
there were issues.

Member La Mariana asked if the results of the split body pilot would be reported out at the next Board
Meeting.
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Staff Feldman answered that it would be in the next Long Range Plan update.

Member La Mariana gave some industry updates, noting that Scott Smithline was being confirmed as the
Cal Recycle Executive Director, and SWANA is hosting a workshop called Municipal Contracts 101 on
June 22 in Fremont.

6. Adjourn 2:39PM
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A Public-Agency -
STAFF REPORT
To: SBWMA TAC Members
From: Joe La Mariana, Executive Director
Cliff Feldman, Recycling Programs Manager
Date: September 8, 2016 TAC Meeting
Subject: Staff Update on Plan and Recommended Process for SBWMA to Support Member

Agencies with Future Decisions Regarding Franchise Agreements with Recology

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

Analysis

The Final Plan and Recommended Process for Supporting Member Agencies with Negotiating a Potential
Franchise Agreement Extension with Recology (Plan) was approved by the Board of Directors on January 28,
2016 (i.e., Resolution No. 2016-09). The Plan in-part includes a timeline for Member Agencies to convey their
commitment to participate in the SBWMA led negotiations and the appointment of an Ad Hoc Committee to review
the negotiated Franchise Agreement amendments.

On April 28, 2016, the Board approved Resolution No 2016-21 appointing the following individuals to the Ad Hoc
Committee:

Afshin Oskoui, Public Works Director, TAC Chair, City of Belmont

Brenda Olwin, Finance Manager, City of East Palo Alto

Heather Abrams, Environmental Programs Manager, City of Menlo Park

Melissa Stevenson-Diaz, City Manager, City of Redwood City

Larry Patterson, City Manager, City of San Mateo

Jim Porter, Public Works Director, County of San Mateo

ook wdE

In addition, as of June 2016, all Member Agencies had confirmed their commitment to participate in the
negotiations. Staff is anticipating convening the Ad Hoc Committee in early October and to commence
discussions with Recology later in October, with the goal to conclude negotiations in March/April 2017 and present
the negotiated amendments to the Board for consideration. This adjustment to the schedule set forth in the Plan is
anticipated to still provide the Member Agencies with ample time to consider the Franchise Agreement extension
terms and take action prior to the deadline (i.e., Section 3.03, on the next page) prescribed in the Franchise
Agreements.
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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.

In the event that a Franchise Agreement extension is not negotiated, the following timeline to pursue a Request
for Proposals (RFP) process is put forth for the Member Agencies consideration in order to ensure uninterrupted
collection services to the ratepayers:

January - June 2018 .................. Develop and release a RFP; formation of the Selection Committee.

September 2018 ..........cccceevnenee Mandatory pre-proposal meeting

October 2018........ccccvvvveririnne. Proposals due

November — December 2018......Proposer presentations

January - February 2019............ Contractor selection finalized and negotiations completed

March — June 2019.......c.cccovnee. Member Agencies approve Collection Agreements

JUly 2019 ..o Commence transition planning (18 month lead time potentially needed to procure
new collection vehicles fleet) and public education and outreach roll-out

December 2020 .......ccccovvvrvrvnnnnes Expiration of current Franchise Agreements with Recology

January 2021 ........ccccoevvviiiinnnn, Commencement of new Franchise Agreement term

Background
The Final Plan and Recommended Process for Supporting Member Agencies with Negotiating a Potential

Franchise Agreement Extension with Recology (Plan) was approved by the Board of Directors on January 28,
2016. The Plan includes a key assumption that all Member Agencies intend to negotiate a Franchise Agreement
extension with Recology. On March 14, 2016, the TAC discussed formation of the Ad Hoc Committee and on April
28, 2016 this committee was approved by the Board of Directors. On May 26, 2016 another staff update on the
status of Member Agencies commitment to participate was presented to the Board and as of June 2016 all
Member Agencies had expressed their commitment to participate.

Fiscal Impact
There is no specific fiscal impact associated with this item.
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A Public Agency
STAFF REPORT

To: SBWMA TAC Members
From: Cliff Feldman, Recycling Programs Manager

Farouk Fakira, Finance Manager
Date: September 8, 2016 TAC Meeting
Subject: Discussion on SBWMA Draft Report Reviewing the 2017 Recology San Mateo County

Compensation Application

Recommendation
This staff update is for discussion purposes only and no action is requested of the TAC.

Analysis

The SBWMA Draft Report Reviewing the 2017 Recology Compensation Application issued to the TAC and Board
on August 12, 2016 addresses Recology’s compensation due for 2017 and the Total Revenue Requirement. The
Member Agencies are obligated to set rates to generate revenue to match the 2017 Total Revenue Requirement.
Any shortfall in net revenue to Recology will result in an interest payment to Recology in the subsequent rate year
(e.g., 2016 final surplus or shortfall is determined in 2017 and included in 2018 revenue requirement).

The Member Agencies were requested to submit comments on the Draft Report to the SBWMA by August 26. The
Draft Report will be revised based on the feedback received from the Member Agencies and the Final Report will
be issued to the Board on September 15, 2016, for the Board's consideration at the September 22, 2016 Board of
Director’'s meeting.

SBWMA Review of 2017 Recology Compensation Application
The results of implementing the cost adjustment methodology prescribed in the Member Agency’s Franchise
Agreements for Solid Waste, Recyclable Materials and Organic Materials Collection Service (Agreements) with
Recology to determine the Rate Year Seven (i.e., 2017) compensation results in Total 2016 Contractor’s
Compensation of $56,172,233, which is a decrease of $1,117,186 (-2.0% over prior year) due primarily to the
following:

e Lower fuel cost in 2017 due to -38.3% reduction in the Fuel Index compared to prior year.

e A scheduled reduction in Interest Expense that is -24.7% lower than prior year.
¢ Reduced payment by Recology of diversion based Incentive/Disincentives.

Recology’s 2017 compensation is compared to 2016 in Table 1 on the next page.
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Table 1

2016 Cost 2017 Cost Change %

Base Compensation $57,262,816 | $56,187,035 | $ (1,075,781) -1.9%

Incentives / Disincentives

$26,604 ($14,802)( $ (41,405)| -155.6%

The adjustments to compensation for 2017 represent a decrease in the base compensation of 1.9% or $1,075,781
from 2016. The results of the adjustment process are detailed by expense category in Table 3 of the Draft Report.

As discussed in detail in Section 3.A of the Draft Report, Recology’s 2017 compensation includes several cost or
revenue adjustments such as including the prior year's under or over payments to/from Recology. These include:

e Performance Incentive/Disincentive payments (and additional Liquidated Damages) for 2015
e 2014 Revenue Reconciliation surplus plus interest of $3,033,742
e 2015 Revenue Reconciliation shortfall plus interest of $47,566

The 2014 and 2015 Revenue Reconciliation balances owed to/from Recology are a true-up of what was paid to
Recology versus what was owed and the resulting interest payment for any shortfall. This is not due to any change
in Recology compensation but rather due to more or less revenue generated to pay the approved compensation.

Changes from August 12, 2016 SBWMA Draft Report (i.e., Table 8) to September 15, 2016 SBWMA Final
Report
The following changes have been made to Table 8 (Exhibit A):
e Per the request of Menlo Park staff, the City’s 2014 shortfall pre-payment to Recology of $176,439 (E.2)
was added to reflect the City’s June 2016 payment to Recology of $360,000. (The reconciliation of the
2014 shortfall would typically be accounted for with submittal of Recology’s March 31, 2017 Revenue
Reconciliation Report for Rate Year 2016.)
¢ Including the additional shortfall payment to Recology of $176,439 in line E.2 resulted in changing the
2017 Total Rate Adjustment Percentage (line F.3) from -0.08% to -1.0%.
e The shortfall payment of $2,371,095 made by Belmont was moved from row E.1 to row E.2 (immaterial
change).
e Corrected a typo in the calculation formula in row C.2 (immaterial change).

Rate Setting and Approval Process

This SBWMA Draft (and Final) Report and recommendation is to determine the compensation owed to Recology
for collection services in 2017. This Report also provides Table 8 (Exhibit A) which establishes the final Revenue
Requirement that will be used as the basis for recommending the 2017 rate adjustments. The Revenue
Requirement includes compensation to Recology for solid waste, recyclables and organic materials collection and
Pass-Through costs, which include Agency fees, and disposal and processing costs at the Shoreway
Environmental Center.
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Article 11 of the Franchise Agreements states the following:

e Each Member Agency is obligated to set rates as necessary to generate annual gross revenues billed by
Recology equal to the approved compensation amount plus all approved pass-through costs.

e If an Agency sets a rate that is below the approved recommendation contained in the Final Report, or if
an Agency delays imposing a rate increase effective January 1, 2017, and net revenues billed by
Recology in 2017 are less than needed to cover the approved total contractor's compensation delineated
in the Final Report, the Agency will be obligated to pay interest to Recology on the difference.

Background
In 2005, the SBWMA and its Member Agencies initiated a five and a half year collection services contractor

selection process that resulted in Recology and the Member Agencies executing Franchise Agreements
(“Agreements”) for Collection Services. Eleven of the twelve SBWMA Member Agency Agreements have the
same methodology used to calculate the compensation paid to Recology. One Member Agency (i.e., City of
Belmont) used a different compensation methodology; however, use of this different methodology has no bearing
on the costs or services provided to the other 11 Member Agencies. Inclusion of the City of Belmont in the cost
calculations with the other 11 Member Agencies is necessary in order to accurately implement the cost allocation
process prescribed in the Agreements.

The compensation adjustment methodology provisions in the Member Agency Agreements are contained in
Article 11, Attachment K and Attachment N. Article 11 provides an overview of the methodology and describes
the process by which aspects of the compensation adjustment process shall be implemented.

Note: In this staff report and all attachments, the term “cost” and “compensation” are intended to have the same
meaning. The term “cost” is not intended to mean Recology’s true operating cost which is unknown, but rather
what the company is paid to perform the services.

Fiscal Impact

Variance Analysis

Rate revenue from the total SBWMA Member Agencies is calculated to require a weighted average increase of
1.5% (Exhibit A, Table 8, row C.3) for 2017 rates to cover the Total Revenue Requirement for the Recology cost,
pass through costs, and the prior year's revenue reconciliation surplus/shortfall (Exhibit A, Table 8, row B.1 and
B.2). Tables comparing 2017 costs to 2016 costs and showing the components of the 2017 rate adjustments by
Member Agency are included in the Draft Report as Appendix D — Member Agency Variance Analysis of Total
Collection Cost and Rate Impact.

Total Collection Rate Adjustment
The total rate adjustment is provided in the Draft (and Final) Report in Table 8 (Exhibit A). This table presents the
Total Collection Rate Adjustment from all sources that impact rates by Member Agency, as follows:

e Section A - The estimated 2017 Surplus/Shortfall balance with Recology (A.8), Agency Fees on shortfalls
(A.9) and the Rate Adjustment Percentage (A.10) from changes in the Total Contractor’s (i.e., Recology)
Compensation for 2017 and the other Pass-Through cost components of disposal expense and Agency
fees. The total SBWMA rate adjustment is positive 1.5%.

e Section B - The results of the 2015 Recology Revenue Reconciliation surplus/shortfall that must be
added to the 2017 rate adjustment. There is no associated rate adjustment in total, but each Member
Agency has an adjustment.
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e Section C - The 2017 Required Rate Adjustment which is the sum of sections A and B. The total
SBWMA rate adjustment is positive 1.5%.

e Section D - The “2016 Estimated Surplus/Shortfall” balance with Recology (D.1) and the associated
Agency Fess on this amount (D.2). Also in this section is the final 2014 surplus/shortfall which would have
been included in the 2016 rate adjustment (D.3) and the total estimated surplus for all SBWMA Member
Agencies which totals $3,523,537 (D.4). The 2016 Revenue Reconciliation will be finalized in 2017,
similar to how the 2015 Revenue Reconciliation was finalized in 2016.

e Section E - The amount of year-to-date (YTD) surplus balances (E.1) which Member Agencies have
requested Recology to refund (i.e., Atherton, Burlingame, Redwood City and West Bay Sanitary District),
and the amount of YTD shortfall payments (E.2) which Member Agencies (e.g., Menlo Park) have paid to
Recology. It also includes an adjustment related to Belmont’s unique compensation methodology with
Recology. Exhibit B provides the refunds from Recology for surpluses and the payments to Recology for
shortfalls for 2014, 2015 and 2016.

e Section F - The “Total Rate Adjustment” and the cumulative surplus/shortfall of $1,002,603 (F.2) which
includes the result of Sections D and E. The total SBWMA recommended rate adjustment is a
decrease of 1.0% (F.3). The Member Agencies are obligated to set rates to generate the revenue
needed as denoted in Section F per the MOU between Recology and SBWMA. Agencies that set
rates lower than delineated in Section F and experience a shortfall in revenue are liable for future
interest charges from Recology.

Attachments:
Exhibit A — Revised Table 8 (from August 12, 2016 SBWMA Draft Report Reviewing the 2017 Recology
Compensation Application)

Exhibit B — Member Agency Refunds from Recology for Surpluses and Payments to Recology for Shortfalls
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A Public Agency

Agenda Item 5 Exhibit A

Revised Table 8
(From August 12, 2016 SBWMA Draft Report reviewing the 2017 Recology Compensation Application)
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SBWMA

TOTAL COLLECTION RATE ADJUSTMENT BY MEMBER AGENCY

2017 Rate Year

2017 Total Atherton Belmont Burlingame East Palo Alto Foster City Hillsborough Menlo Park

A. 2017 RATE YEAR

A.1 2017 Collection Revenue @ 2016 Rates $ 98,861,313 | $ 3,097,872 | $ 6,516,852 | $ 10,655,270 | $ 4,537,544 | $ 5,559,729 | $ 3,134,788 | $ 10,164,462
A.2 Total Recology Compensation $ 56,172,234 | $ 1,405,405 3,586,397 | $ 5,504,141 2368751 | $ 3,398,675 | $ 1,896,473 | $ 5,786,707
A.3 Pass-Through Costs

A4 Disposal & Processing Fees $ 29,450,676 | $ 1,012,566 | $ 1,548,178 | $ 3,341,208 | $ 1,680,836 | $ 1,727,557 | $ 757,436 | $ 3,123,638
A5 Agency Franchise Fees $ 14,577,002 | $ 330,949 | $ 1,762,324 | $ 1,954,000 | $ 868,942 | $ 407,275 | $ 305,190 | $ 1,697,059
A.6 Total Pass-Through Costs $ 44,027,679 | $ 1,343515 | $ 3,310,502 | $ 5,295,208 | $ 2,549,778 | $ 2,134831  $ 1,062,626 | $ 4,820,697
A.7 2017 REVENUE REQUIREMENT $ 100,199,913 | $ 2,748,920 | $ 6,896,899 | $ 10,799,349 | $ 4,918,529 | $ 5,533,506 | $ 2,959,099 | $ 10,607,404
A.8  surplus/(Shortfall) estimated $ (1,338,599) | $ 348,951 | $ (380,047)| $ (144,079)| $ (380,984)| $ 26223 | $ 175,689 | $ (442,942)
A9 Agency Fees on A.8 $ (161,296) $0 $ (23,053)| $ (36,336) $0 $0 $ (57,582)
A.10 Rate Adjustment Percentage 1.5% -11.3% 5.8% 1.6% 9.2% -0.5% -5.6% 4.9%

(See Rate Variance Analysis for detail.)

B. 2015 Final Surplus/(Shortfall

B.1 Surplus/<Shortfall> , incl Interest $ 47,566 | $ 279,189 | $  (1,146,288)| $ (5,222)| $ (3928)| $ 90,181 | $ 505,776 | $ (277,403)
B.2 Agency Fees on B.1 $ (37,785) $0 $ (836)[ $ (375) $0 $0 $ (36,062)
B.3 Rate Adjustment Percentage 0.0% -9.0% 17.6% 0.1% 0.1% -1.6% -16.1% 3.1%
I% 2017 REQUIRED REVENUE ADJUSTMENT

C.1 cumulative Revenue Requirement (A7-B1-B2)) $ 100,351,428 | $ 2,469,731 | $ 8,043,187 | $ 10,828,459 | $ 4,959,168 | $ 5,443,325 [ $ 2,453,323 | $ 10,978,452
C.2 subTotal Surplus/(Shortfall) (A8+A9+B1+B2) $ (1,490,115)| $ 628,140 | $  (1,526,335)| $ (173,189)| $ (421,623)| $ 116,404 | $ 681,465 | $ (813,990)

— e o O T Y OO e IR b n oAb M . Lo T gl B U o s iy N Gl Ayl P it/ A iy Y B R ol A NI & Ll ar)

C.3 jRate Adjustment Percentage_ . _ .. ... oocd oo o o | N— N G - 200 . 2urel | 80%l
D. 2016 Estimated Surplus/(Shortfall

D.1 Surplus/(Shortfall), 2016 estimated $ 560,010 | $ 391,259 | $ (363,090)| $ (87,888)| $ (168,006)| $ 209,322 | $ 182,500 | $ (308,685)
D.2 Agency Fees on D.1 $ (70,215) $0 $ (14,062)| $ (16,024) $0 $0 $ (40,129)
D.3  Surplus/(Shortfall), 2014 FINAL (incl. Interest) $ 3,033,742 | $ 895,936 | $ (481,671)| $ 1,223,751 | $ 81,081 | $ (165,807)| $ 448,106 | $ (176,439)
D.4 Net 2014/ 2016 Surplus/(Shortfall) $ 3523537 $ 1,287,195 | $ (844,761)| $ 1,121,801 | $ (102,948)| $ 43515 | $ 630,606 | $ (525,253)
D.5 Rate Adjustment Percentage -3.6% -41.6% 13.0% -10.5% 2.3% -0.8% -20.1% 5.2%
é Adjustments

E.1 Adjustments, refund of surplus balance, etc. $ (3,761,914)| $ (1,175,125) $ (1,223,751)

E.2 Shortfall Payments $ 2,731,095 $ 2,371,095 $ 360,000
F. TOTAL RATE IMPACT ‘F+G[

F.1 TOTAL REVENUE ADJUSTMENT $ 97,858,710 | $ 2,357,662 | $ 6,516,852 | $ 10,930,410 | $ 5,062,116 | $ 5,399,810 | $ 1,822,717 | $ 11,143,705
F.2 Total Surplus/(Shortfall) w/Recology $ 1,002,603 | $ 740,210 | $ o) s (275,139)| $ (524,572)| $ 159,919 | $ 1,312,071 | $ (979,243)
F.3 ITotaI Rate Adjustment Percentage -1.0% -23.9% 0.0% 2.6% 11.6% -2.9% -41.9% 9.6%
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SBWMA
TOTAL COLLECTION RATE ADJUSTMENT BY MEMBER AGENCY

2017 Rate Year
Unincorporated
North Fair Oaks Redwood City San Carlos San Mateo West Bay County - Total
IA' 2017 RATE YEAR
A.1 2017 Collection Revenue @ 2016 Rates $ 2,716,649 | $ 18,269,382 | $ 8,121,499 | $ 21,404,288 | $ 1,477,604 | $ 3,205,374
A.2 Total Recology Compensation $ 1,724,967 | $ 9,978,160 | $ 5,022,603 | $ 12,431,009 | $ 945948 | $ 2,122,997
A.3 Pass-Through Costs
A.4 Disposal & Processing Fees $ 898,175 | $ 5,748,005 | $ 2,129,785 | $ 6,222,719 | $ 411,227 | $ 849,347
A.5 Agency Franchise Fees $ 145874 | $ 2,642,095 | $ 1,088,871 | $ 3,096,525 | $ 96,594 | $ 181,305
A.6 Total Pass-Through Costs $ 1,044,049 | $ 8,390,100 | $ 3,218,656 | $ 9,319,243 | $ 507,821 | $ 1,030,652
A.7 2017 REVENUE REQUIREMENT $ 2,769,016 | $ 18,368,260 | $ 8,241,259 | $ 21,750,252 | $ 1,453,769 | $ 3,153,649
A.8  surplus/(Shortfall) estimated $ (52,367)| $ (98,878)[ $ (119,760)| $ (345,964)( $ 238341 % 51,725
A.9 Agency Fees on A.8 $ (2,618)| $ (13,497)[ $ (14371 $ (13,839) $0 $0
A.10 Rate Adjustment Percentage 2.0% 0.6% 1.7% 1.7% -1.6% -1.6%
(See Rate Variance Analysis for detail.)
B. 2015 Final Surplus/(Shortfall
B.1 Subtotal Year Surplus/<Shortfall>, incl Interest $ (10,259)( $ 217,044 | $ 101,381 | $ 50,651 [ $ 35,586 | $ 210,858
B.2 Agency Fees on B.1 3 (513) $0 $0 $0 $0 $0
B.3 Rate Adjustment Percentage 0.4% -1.2% -1.2% -0.2% -2.4% -6.6%
é 2017 REQUIRED REVENUE ADJUSTMENT
C.1 cumulative Revenue Requirement (A7-B1-B2)) $ 2,782,407 | $ 18,164,713 | $ 8,154,249 | $ 21,713,440 | $ 1,418,183 | $ 2,942,791
C.2 SubTotal Surplus/(Shortfall) (AS+A9+B1+B2) LS GoRDLs 1046701 @270 8 _GRIH|S 9942008 | 262583
C.3 IRate AdjustmentPercentage . __.__._.. .1 __ ___: e - —— L — L. e I oL
D. 2016 Estimated Surplus/(Shortfall
D.1 Surplus/(Shortfall), 2016 estimated $ 5322 $ 233,690 | $ 131,160 | $ 200,349 | $ 294 1'% 133,782
D.2 Agency Fees on D.1 $0 $0 $0 $0 $0 $0
D.3  surplus/(Shortfall), 2014 FINAL (incl. Interest) $ 83,311 | $ 1,294,907 | $ 328,781 | $ (378,002)| $ 32,545 | $ (152,757)
D.4 Net 2014 /2016 Surplus/(Shortfall) $ 88,633 | $ 1,528,597 | $ 459,941 | $ (177,653)| $ 32,839 | $ (18,975)
D.5 Rate Adjustment Percentage -3.3% -8.4% -5.7% 0.8% -2.2% 0.6%
E. Adjustments
E.l Adjustments, refund of surplus balance, etc. $ (1,294,907) $ (68,131)
E.2 Shortfall Payment
E. TOTAL RATE IMPACT (F+G)
F.1 TOTAL REVENUE ADJUSTMENT $ 2,693,774 | $ 17,931,022 | $ 7,694,308 | $ 21,891,093 | $ 1,453,475 | $ 2,961,766
F.2 Total Year Surplus/(Shortfall) $ 22875 | $ 338,360 | $ 427,191 | $ (486,805)| $ 24,129 | $ 243,608
F.3 |Cumu|ative Rate Adjustment Percentage -0.8% -1.9% -5.3% 2.3% -1.6% -7.6%
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A Public Agency

Agenda Item 5 Exhibit B

Member Agency Refunds from Recology for Surpluses and Payments to Recology for Shortfalls
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Refunds from Recology to Member Agencies

Payments from Member Agencies to Recology

Year Year
Member Agency 2014 2015 Total 2014 2015 2016 Total

Atherton ($895,936)| ($279,189) ($1,175,125)
Belmont
Burlingame ($1,223,751) ($1,223,751)
East Palo Alto
Foster City
Hillsborough
Menlo Park $183,561 $176,439 $360,000
North Fair Oaks
Redwood City ($1,294,907) ($1,294,907)
San Carlos
San Mateo
\West Bay Sanitary District ($32,545)| ($35,586) ($68,131)
County Unincrporated

Total| ($3,447,139)| ($314,775) ($3,761,914) $183,561 $176,439 $360,000

Per the request of Menlo Park staff, the City’s 2014 shortfall pre-payment to Recology of $176,439 (E.2) was added to reflect the City's June
2016 payment to Recology of $360,000. (The reconciliation of the 2014 shortfall would typically be accounted for with submittal of Recology’s

March 31, 2017 Revenue Reconciliation Report for Rate Year 2016.)

Footnote from Recology 2015 Revenue Reconciliation Report: "In June 2016, the City of Menlo Park remitted $360,000 to Recology to pay the
2013 ($160,011) and 2014 ($176,439) shortfalls in accordance with the Staff Report dated 2/9/16, Agenda Item 1-2. Recology has applied the
2013 shortfall above. The application of the 2014 shortfall remittance will be included in the 2016 Revenue Reconciliation. The remaining

$23,550 of the $360,000 remittance is applied to the 2015 Revenue Reconciliation, above."
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A Public Agency

STAFF REPORT
To: SBWMA TAC Members
From: Hilary Gans, Facility Operations Contracts Manager
Farouk Fakira, Finance Manager
Date: September 8, 2016 TAC Meeting
Subject: Discussion on SBWMA Report Reviewing the 2017 SBR Compensation Application

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

Summary
The recommended 2017 Total Compensation adjustment for SBR is a decrease of 1.8% which compares

favorably to last year's increase of 1.6%. The decrease in 2017 is the result of a decrease in fuel cost index and
modest increases in labor and other cost adjustment indexes.

Analysis

The SBWMA has reviewed the SBR 2017 Compensation Application and SBR has modified the application as
necessary to address comments and concerns. Staff has verified that the Compensation Application is complete
and meets the requirements of the Facility Operations Agreement.

The SBR 2017 Compensation Application indicates that the company’s Total Compensation will decrease by
$327,940 or -1.8% over prior year due primarily to: 1) lower fuel cost in 2017 due to -38.3% reduction in the Fuel
Index compared to prior year, and 2) a scheduled reduction in Interest Expense that is -20.1% lower than prior
year. Table 1 provides a summary of the specific dollar amounts of the major elements impacting the decrease in
SBR 2017 compensation adjustment.

Table 1
2016 Payment/Ton vs. 2017 Payment/Ton
South Bay Recycling 2016 Adjustment _
Operating Cost Total Cost Payment/Ton % Total Cost Payment/Ton
Transfer Station $ 4,591,437 (% 12.84 0.7% $ 4,621,962 | $ 12.92
Recyclable Materials Processing, net of Residug $ 5,903,808 | $ 84.49 1.1% $ 5,971,246 | $ 85.39
Transport (cost/ton-mile) $ 6,548,766 | $ 1.08 -6.0% $ 6,156,049 | $ 1.02
Transport (cost/ton) - $ 18.31 -6.0% - $ 17.21
Total Operating Cost $ 17,044,011 -1.7% $ 16,749,257
Contractor Pass-Through Costs
Total Interest| $ 164,898 -20.1% $ 131,712
Construction Management| $ $
Interim Operations| $ - $ -
Buyback Payments Estimate| $ 825,000 0.0% $ 825,000
Total Contractor Pass-Through Cost $ 989,898 -3.4% $ 956,712
Total Compensation $ 18,033,909 -1.8% $ 17,705,969
Note: Buyback payments have been changed to reflect currect payment amount - 2016 total therefore will not tie to last year's Rate Report.
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A Public Agency

(Note: the total costs shown in the above table are for illustration purposes and that the actual payment to SBR is
based on the approved payment per ton times the actual number of tons received at the Shoreway facility).

Background
Each year, the SBR Compensation Application is brought forward to the TAC and Board simultaneously with the

Recology San Mateo County (RSMC) report.

On July 1, 2016 SBR submitted a 2017 Compensation Application report to the SBWMA as required under the
Shoreway Operations Agreement (Article 7.12 prescribes the process by which this application is reviewed and
the company’s compensation is approved). The SBWMA staff reviewed the SBR 2017 Compensation Application
for completeness, accuracy and consistency and issued a SBWMA Draft Report Review of 2017 South Bay
Recycling Compensation Application on August 15t. The SBWMA staff requested that Member Agencies provide
input on the Daft Report by August 26t. No comments were received Member Agencies and no changes were
made to the Compensation Application.

Rate Setting and Approval Process

It is important to note that the approved compensation for SBR is part of the 2017 Shoreway tip fees to be
charged at the Shoreway facility. (The Shoreway tip fees are based on all the SBWMA operating costs that
include SBR’s compensation, off-site disposal and processing expense, fees paid to San Carlos, and SBWMA
program budget, less commaodity revenue). SBWMA operating cost, based on Shoreway tipping fees, are included
as a pass-through expense in the calculation of each Member Agency’s total Collection Revenue Requirement
(shown as “Disposal and Processing Fees” the SBWMA Report Reviewing the 2017 Recology San Mateo County
Compensation Application) for setting solid waste collection rates.

Fiscal Impact
The SBR 2017 Compensation Application indicates that the company’s Total Compensation will decrease by -

$327,940 or -1.8% over prior year which compares favorably to last year's adjustment of 1.6%.
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South Bayside Waste
Management Authority

A Public Agency

Discussion Item:
Discussion on the Status of Expiring Door-to-Door HHW Contract and Options

Agenda ltem 7

Discussion only item, no report.
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