
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 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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.  Shoreway Operations and Contract Management: 

A. Resolution Approving Consent to Assignment of Majority Interest in South Bay Recycling, LLC to  
Recology, Inc. 

 
  

4. Board Member Comments 
  
5.  Adjourn 

BOARD OF DIRECTORS  
SPECIAL MEETING 

WEDNESDAY, December 17, 2014 at 2:00 p.m. 
 

San Carlos Library 
Conference Room A/B 

610 Elm Street, San Carlos, CA 94070 
 

Member Brownrigg representing Burlingame  
will be calling in to the meeting from: 

6750 North Lake Blvd. 
Tahoe Vista, CA 96148 
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STAFF REPORT 
To:   SBWMA Board Members 
From:   Kevin McCarthy, Executive Director 
 Robert J. Lanzone, General Counsel 
Date:   December 17, 2014 Special Board of Directors Meeting 
Subject:  Resolution Approving Consent to Assignment of Majority Interest in South Bay Recycling, 

LLC to Recology, Inc. 
Board Action 
It is recommended that the SBWMA Board of Directors approve Resolution No. 2014-28 attached hereto authorizing 
the following action: 

Consent to Assignment of Majority Interest in South Bay Recycling, LLC to Recology, Inc. 
 
Analysis 
On October 30, 2014, staff became aware of a future potential transaction involving Recology acquiring Community 
Recycling and Recovery, a majority owner of South Bay Recycling (SBR), LLC. SBR is under contract with the 
SBWMA to operate the Shoreway Environmental Center through 12/31/20. On November 11, 2014 the SBWMA 
received a letter from SBR requesting that the SBWMA consider and provide its consent, pursuant to Section 12.03 
of the Agreement for Operation of the Shoreway Recycling and Disposal Center, to a change in the majority 
ownership of SBR.  
 
While the SBWMA is not obligated to approve such an assignment request, staff believes it is in the best interest of 
the JPA to do so. The SBWMA Executive Director with the assistance of Legal Counsel drafted and sent a letter to 
SBR on November 21, 2014 requesting information required in the Operations Agreement as part of consideration 
and review of an Assignment request and requested other critical information related to operational matters. Through 
a series of written correspondence included in Exhibit A to Resolution 2014-28, SBR and Recology have satisfied 
staff that the “Consent requirements” in the Operations Agreement have been met.    Most importantly, staff believes 
through the conditions of approval included in the Resolution that not only will SBR continue to fulfill the terms of the 
Operations Agreement they will continue to deliver the strong financial benefits that was the basis for  their original 
selection as the Shoreway operator. 
 
Conditions of Approval 
As stated in Section 12.03(c) of the Operations Agreement, t h e  c o n t r a c t o r  a t  a  m i n i m u m  m u s t  m e e t  
c e r t a i n  r e q u i r e m e n t s  related primary to providing financial documents, and satisfactory proof of 
operational experience and conducting operations in a safe, legal and environmentally conscientious 
manner. Recology met all of these requirements per correspondence provided on November 11, 
2014. 
 
There are also Operations Agreement legal considerations related to a guaranty, performance bond and 
insurance requirements that were discussed with SBR and Recology and are addressed through 
conditions of approval items 1-3 in the Resolution. 
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There are other important operational and financial considerations that were largely the basis for the 
SBWMA’s November 21, 2014 letter to SBR. These considerations were around SBR’s continued ability, 
with Recology replacing Community Recycling as a partner in the SBR, LLC, to fulfill the terms of the 
Operations Agreement and provide the ongoing strong financial value to the JPA. Questions 4-10 in the 
November 21st letter addressed these considerations and the conditions of approval 4-9 in the Resolution 
address these questions. 
 
Alternatives 
1. It is recommended that the Board adopt Resolution No. 2014-28 with the specified conditions of approval 
addressing legal and operational requirements and considerations. 
 
2. The Board could take no action on the consent to assignment request. This could result in a situation in which 
Recology proceeds to close its transaction to purchase Community Recycling without Board approval of the consent 
to assignment. Section 12.03 of  the Operat ions Agreement  states "Contractor shall not assign its rights or 
delegate or otherwise transfer its obligations under this Agreement to any other Person without the prior written 
consent of the Authority.  Any such assignment made without the consent of the Authority shall be void and the 
attempted assignment shall constitute a Contractor Default."   
 
Background 
On July 23, 2009 the Board approved the Shoreway Operations Agreement with SBR. SBR was selected as the new 
facility operator after an exhaustive RFP evaluation and selection process conducted in 2007 and 2008. The 
selection of SBR, LLC as the facility operator on April 23, 2009 and subsequent Board approval of the Operations 
Agreement on July 23, 2009 was based on the following key factors: 
 

 Lowest overall cost proposal. The low cost was due in large part to offering the lowest operating cost per ton 
at the MRF and lowest transportation costs per ton due to well above industry standard payloads. 

 Exceptionally qualified single stream MRF operator and offer the best commodity marketing capabilities.  
 Long-term proven ability to gain highest market prices for recovered commodities. Potential has direct 

ownership in Chinese newsprint and tissue mills, which helps ensure long-term access to end markets. 
 
The table below captures the significant financial value delivered with this procurement process with SBR’s final costs 
17.4% less than the previous operator’s (i.e., Allied Waste) cost. Please note that Norcal, later changed name to 
Recology, submitted a cost proposal to operate the Shoreway facility that was nearly 27% higher than SBR’s. 
 

 
 
SBR took over Shoreway Operations from Allied Waste effective January 1, 2011.  

Item Allied Waste BEST Greenstar Hudson Baylor Norcal Republic SBR

A. Total Operating Costs (year 1) $15,695,193 $17,473,557 $16,050,891 $14,976,798 $17,286,734 $19,450,213 $11,422,201

B. Annual Interest Expense (10-Year Average) $175,436 $230,425 $548,113 $239,588 $262,815 $325,574 $165,903

  Subtotal $15,870,629 $17,703,982 $16,599,003 $15,216,385 $17,549,549 $19,775,788 $11,588,104

% Increase Over Allied 2008 Cost of $15,597,056 1.75% 13.50% 6.40% -2.40% 12.50% 28.50% -26.80%
Figures in 7/24/08 BOD Staff report. Norcal now known as Recology.

Item Allied Waste BEST Greenstar Hudson Baylor Norcal Republic SBR

A. Total Operating Costs (year 1) $15,695,193 $17,473,557 $16,050,891 $14,976,798 $17,286,734 $19,450,213 $12,725,221

B. Annual Interest Expense (10-Year Average) $175,436 $230,425 $548,113 $239,588 $262,815 $325,574 $165,040

  Subtotal $15,870,629 $17,703,982 $16,599,003 $15,216,385 $17,549,549 $19,775,788 $12,890,261

% Increase Over Allied 2008 Cost of $15,597,056 1.75% 13.50% 6.40% -2.40% 12.50% 28.50% -17.40%
SBR figures reflected in 3/16/09 Final Selection Committee Recommendation Report; approved 4/23/09 Board meeting. Norcal now known as Recology.

Summary of Original Cost Proposals for 2008 Shoreway Facility Operations RFP

Final Cost Figures After Final Selection Process (SBR and Hudson Baylor were shorlisted after a Board vote in July 2008)
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Fiscal Impact 
Approval of the Consent to Assignment will produce several financial benefits including: 1) eliminate the need for a 
future capital project to upgrade the SBR outdoor truck maintenance area; SBWMA staff was in the process of 
developing this project but no capital estimates had been prepared; 2) potential future administrative and/or 
maintenance cost savings depending upon the report back from SBR on or before April 1, 2015; and 3) more 
accurate reports and financial data from SBR given the hiring of a Senior Finance Manager by Recology on or before 
May 1, 2015. 
 
All legal expenses associated with the review of this consent to assignment are reimbursable by the contractor. 
 

Attachments: 
Resolution 2014-28 
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RESOLUTION NO. 2014-28 

 
RESOLUTION OF THE SOUTH BAYSIDE WASTE  

MANAGEMENT AUTHORITY BOARD OF DIRECTORS 
CONSENTING TO ASSIGNMENT OF MAJORITY INTEREST IN 

SOUTH BAY RECYCLING, LLC TO RECOLOGY INC. 
 
 WHEREAS, South Bay Recycling, LLC, a California limited liability company (SBR), by letter of November 11, 
2014, has requested that the South Bayside Waste Management Authority (SBWMA) consider and provide its consent, 
pursuant to Section 12.03 of the Agreement for Operation of the Shoreway Recycling and Disposal Center (the Agreement), 
to a change in the majority ownership of SBR; and 
 
 WHEREAS, Community Recycling and Recovery, Inc., a California corporation (Community Recycling) is currently 
a sixty percent (60%) owner in SBR together with Potential Industries, Inc., a California corporation (Potential Industries) 
owning forty percent (40%); and 
 
 WHEREAS, Recology Inc., a California corporation (Recology) is proposing to acquire Community Recycling’s sixty 
percent (60%) interest in SBR; and 
 
 WHEREAS, the acquisition of Community Recycling’s interest in SBR by Recology will result in an “Assignment” by 
SBR of its rights and obligations under the Agreement pursuant to Section 12.03 of the Agreement; and 
 

WHEREAS, in response to a November 21, 2014 letter from the SBWMA to SBR staff has received written 
assurances as follows: from Recology dated December 1, 2014, and as modified on December 8, 2014; from SBR dated 
December 1, 2014, and as modified on December 8, 2014; and from Potential Industries dated November 28, 2014.          
All such assurances are attached hereto as Exhibit A and the SBWMA has relied on these assurances in its review and 
approval of this Consent to Assignment; and 
 
 WHEREAS, the Board of Directors of the SBWMA has reviewed the proposed Assignment pursuant to its authority 
under Section 12.03 of the Agreement and finds that Recology as the proposed Assignee, can fulfill the terms of the 
Agreement, subject to the conditions below. 
 
 NOW, THEREFORE, BE IT RESOLVED that the SBWMA Board of Directors hereby consents to the proposed 
Assignment under the following terms and conditions:  
 

1. That pursuant to Section 10.07 of the Agreement, Recology provides its guaranty in the same form as set forth 
in Attachment 17 to the Agreement on or before its acquisition of Community Recycling’s interest in SBR. 
 

2. That pursuant to Section 10.03 of the Agreement, the Faithful Performance Bond of SBR be replaced with a 
new bond that includes Recology as an obligor on the Bond on or before closing of Recology’s acquisition of 
Community Recycling’s interest in SBR.  
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3. That SBR will provide SBWMA with written confirmation from the insurance brokers placing the insurances 

required under Section 10.02 of the Agreement that the said insurances will be in effect upon the acquisition of 
Community Recycling’s interest in SBR by Recology.  Said written confirmation shall be provided on or before 
the closing of Recology’s acquisition of Community Recycling’s interest in SBR.  

 
4. That Potential Industries will continue to take the technical lead in directing MRF operations and commodity 

marketing functions associated with the Shoreway Facilities. 
 

5. That SBR will continue to utilize its custom-specification transfer trailers and/or transfer trailers capable of 
achieving the same payloads to continue to meet or exceed the payloads for shipments of materials per the 
Agreement. 
 

6. That SBR and Recology will analyze synergies associated with any “back-office” integration with the goal of 
saving costs and increasing efficiencies and report back to the SBWMA on or before April 1, 2015 regarding 
identifying such savings. 

 
7. That SBR and Recology will analyze synergies associated with the truck maintenance functions at the 

Shoreway Facilities with the goal of saving costs and increasing efficiencies and report back to the SBWMA on 
or before April 1, 2015 regarding identifying such savings. In addition, SBWMA shall not be required to upgrade 
SBR’s temporary outdoor truck maintenance facilities at Shoreway. 

 
8. That SBR will complete its evaluation of alternative MRF sort labor at the Shoreway MRF and report back the 

results to SBWMA on or before July 1, 2015.   
 
9. That Recology will hire a Senior Financial Manager on or before May 1, 2015 to support both its SBWMA 

franchise hauling operations and the SBR Shoreway operations. This new position will not be a rate 
reimbursable expense nor is the approval of such a position the basis for Recology or SBR to otherwise modify 
their approved personnel per Attachment O of the Member Agency Franchise Agreements or Attachment 9 of 
the Agreement. 
 

10. That SBR shall pay SBWMA for its reasonable expenses for attorneys’ fees incurred in connection with this 
Consent to Assignment. 

 
 PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority, County of 
San Mateo, State of California on the 17th day of December, 2014, by the following vote: 

 
 I HEREBY CERTIFY that the foregoing Resolution No. 2014-28 was duly and regularly adopted at a regular 
meeting of the South Bayside Waste Management Authority on December 17, 2014. 

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 San. District     
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       ________________________________ 
ATTEST:      Bill Widmer, Chairperson of SBWMA 
 
_________________________________ 
Cyndi Urman, Board Secretary 
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From: George McGrath <gmcgrath@recology.com> 
Sent: Monday, December 08, 2014 3:00 PM 
To: Kevin McCarthy 
Cc:  Cary Chen; Mario Puccinelli; rlanzone@adcl.com; jrichardson@sbrecycling.net; Daniel 

Domonoske 
Subject:  RE: Updated feedback from SBR from meeting last Friday 

 
Hi Kevin, 

 
Below please find Recology’s updated response to your follow-up requests regarding (i) the transition of back-
office functions to Recology that are currently performed by Community, and (ii) Recology’s hiring of a full 
time Financial Manager: 

 
Back Office Function Transition: 

 
The back office functions currently performed by Community Recycling & Resource Recovery are 
expected to transition to Recology upon the close of the transaction. Anticipated back-office functions 
that we expect to transition, the timing, and location are summarized below: 

 
Area Transition timing Current location Future location 

       

Accounts Payable Close of
transaction 

Community
Recycling & 
Resource Recovery 

Recology

Tax Close of 
transaction 

Community 
Recycling & 
Resource Recovery 

Recology 

Fixed assets Close of
transaction 

Third party
consultant and 
Community 
Recycling & 
Resource Recovery 

Recology

Treasury Close of
transaction 

Community
Recycling & 
Resource Recovery 

Recology

General ledger Close of 
transaction 

Community
Recycling & 
Resource Recovery 

Recology

Management of IT 
systems 

Close of
transaction 

Community
Recycling & 
Resource Recovery 

Recology

 

 
 

Currently, SBR performs accounts payable, accounts receivable, and payroll timekeeping; SBR will 
continue to perform those functions following the closing. Recology and SBR will analyze synergies 
associated with any “back-office” integration with the goal of saving costs and increasing efficiencies 
and report back to the SBWMA on or before April 1, 2015. 

 
Hiring of Financial Manager: 

RECOLOGY UPDATED RESPONSE DECEMBER 8, 2014 p1
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Recology understands SBWMA’s concerns and is committed to working with both SBWMA and SBR to 
hire an additional full-time Senior Financial Manager to support the SBWMA reporting requirements, 
Recology’s collection services and SBR’s Shoreway operations. Recology has already begun recruiting and 
anticipates filling the position on or before May 1, 2015. 

 

 
Thank you, 

George 

 
George P. McGrath 
Executive Vice President & Chief Operating Officer 

Recology™  | 50 California Street, 24th Floor  | San Francisco, CA 94111-9796 
T: 415.875.1127 | F: 415.875.1124 |  gmcgrath@recology.com 

 
WASTE ZERO 

 
This email may contain confidential and privileged material for the sole use of the intended recipient(s). Any 
review, use, distribution or disclosure by others is strictly prohibited. If you are not the intended recipient (or 
authorized to receive for the recipient), please contact the sender by reply email and delete all copies of this 
message. 
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