SPECIAL BOARD OF DIRECTORS MEETING

BOARD/TAC STUDY SESSION
THURSDAY, October 15, 2020 AT 2:00pm
VIA ZOOM MEETING ONLY

Link to Join:
https://us02web.zoom.us/j/84320960792?pwd=R29ZN21gUGVJUKIYZWV0SnhOeXJNdz09

Phone number for voice access: 1 (669) 900 9128
Meeting ID: 843 2096 0792
Passcode: 035940

PURSUANT TO GOVERNOR NEWSOM'S EXECUTIVE ORDER N-29-20, THE MEETING WILL BE HELD BY TELECONFERENCE AND/OR

VIDEO CONFERENCE ONLY. THE PUBLIC MAY PARTICIPATE BY JOINING THE ZOOM MEETING
https://us02web.zoom.us/j/84320960792?pwd=R29ZN21gUGVJUKIYZWV0SnhOeXJNdz09

AND SUBMITTING THEIR PUBLIC COMMENTS IN A LIVE MEETING FORMAT. ANY EMAILS SENT TO RETHINKER@RETHINKWASTE.ORG
WILL BE PROVIDED TO THE BOARD CHAIR PRIOR TO THE MEETING.

TELECONFERENCE PARTICIPANTS
ALL BOARD MEMBERS WILL PARTICIPATE BY TELECONFERENCE AND/OR VIDEO CONFERENCE PURSUANT TO GOVERNOR
NEWSOM'S EXECUTIVE ORDER N-25-20

PURSUANT TO RALPH M. BROWN ACT, GOVERNMENT CODE SECTION 54953, ALL VOTES SHALL BE BY ROLL CALL DUE TO ALL
BOARDMEMBERS PARTICIPATING BY TELECONFERENCE AND/OR VIDEO CONFERENCE

ANY REQUEST FOR REASONABLE ACCOMMODATION SHOULD BE ADDRESSED TO CYNDI URMAN AT
CURMAN@RETHINKWASTE.ORG.

AGENDA
1. Roll Call

2. Public Comment
Pursuant to Government Code Section 54954.3(a), members of the public wishing to address the Board may do so, and the comments
shall be limited to the Special Meeting notice topic(s). Speakers may join the Zoom meeting via the meeting link and using the “raise hand”
feature and the Board Chair of Clerk of the Board will call on members of the public to comment.

3. Executive Director’s Report (Verbal Only) p.3

4. Consent Calendar
No ltems

o

Collection and Recycling Program Support and Compliance

A. Resolution Approving SBWMA Amended Final Report Reviewing the 2021 Recology San Mateo County
Compensation Application (Continued from September 24, 2020 Meeting) ACTION p. 7

6. Adjourn Special Board Meeting

7. Roll Call - Board/TAC Study Session

8. SB 1383 Compliance Planning Update p. 45
e Presentations by CalRecycle and HF&H Consulting

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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9. Review of the Draft CY 2021 Operating Budget and Capital Expenditures p. 109
10. Discussion on PG&E EV Fleet Subsidy Grant Program Request p. 137
11. Board Member/TAC Member Comments

12. 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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STAFF REPORT

To: SBWMA Board Members
From: Joe La Mariana, Executive Director
John Mangini, Senior Finance Manager
Date: October 15, 2020 Board of Directors Meeting
Subject: Resolution Approving SBWMA Amended Final Report Reviewing the 2021 Recology San

Mateo County Compensation Application (Continued from September 24, 2020 Meeting)

Recommendation
It is recommended that the SBWMA Board of Directors approve Resolution No. 2020-37 attached hereto
authorizing the following action:

Approval of SBWMA's Amended Final Report Reviewing the 2021 Recology San Mateo County (Recology)
Compensation Application (Exhibit A — Amended Final Report) which delineates the recommended base Total
Contractor's Compensation due to Recology for 2021 of $65,662,841.

Summary
The Recology Compensation Application for 2021 has been thoroughly reviewed by SBWMA staff to ensure that

the proscribed process as delineated in the Collection Agreement is being followed, and for mathematical and
formulaic accuracy. The result is a recommended 10.3% increase in Recology’s compensation for 2021.

Background
A Final Report was presented to the SBWMA Board for approval at its September 24t BOD Meeting. After reviewing

the Final Report, the Board continued this item until the October 15t Special Board Meeting in order to allow staff
to respond to three issues raised at the September Board Meeting. The three issues are addressed below in this
staff report and changes associated with those issues are reflected in the Amended Final Report (Exhibit A). The
September 24t Staff Report with a full description of the annual compensation process and all applicable tables
and calculations is also attached for the Board's reference as Attachment B.

Analysis
Based on the work done by staff to address the three issues raised by the Board on September 24, 2020, staff is

recommending two additional adjustments to Recology’s 2021 Compensation Application. The two adjustments
have been accounted for in this Staff recommended base Total Contractor's Compensation due to Recology for
2021 of $65,662,841.

Issue One: County of San Mateo (Recommendation: Approve). The County of San Mateo identified three
customer accounts that had been moved to other Member Agency’s book of accounts. Although the accounts
had been moved, due to the rolling three year average compensation process in the Amended and Restated
Franchise Agreements, costs for these services continued to fall within the County of San Mateo’s compensation
to Recology, while the revenue generated from these accounts went to other Member Agencies.

5
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After the September 24t meeting, SBWMA staff met with representatives from the County and Recology to
discuss the matter. The parties agreed to address this issue by reallocating Recology’s compensation for these
accounts to the Member Agency receiving the revenue. This re-allocation has been reviewed and approved by
the impacted Member Agencies and results in an increase to the City of San Mateo’s compensation to Recology
in the amount of $6,012 and an increase to the City of Menlo Park in the amount of $2,004. The County of San
Mateo’s compensation to Recology is reduced by $8016. The changes have no impact on Recology’s total
compensation and are reflected at the bottom of Table 6 of the Amended Final Report.

Issue Two: City of Belmont (Recommendation: Approve). At the September Board Meeting, the City of
Belmont indicated that the calculated Total Revenue Requirement in Attachment A - Table 8 was not a true
representation of the City’s cost obligation, as the City has a unique compensation methodology. After the
September Board Meeting, SBWMA staff met with representatives from the City of Belmont and Recology to
discuss this issue. The parties agreed to present Belmont’s unique total revenue requirement proposal issued to
Belmont by Recology within the Amended Final Report document and Table 8. These changes are reflected in
this Staff Report and the Amended Final Report. The changes can also be found at the bottom of Table 6 of the
Amended Final Report.

Issue Three: Recology (Recommendation: Deny). On September 8, 2020, Recology sent a letter to SBWMA
stating that it believes their compensation numbers should be adjusted in the event the Town of Atherton
withdraws from the JPA. This letter was received after the Compensation Application had been comprehensively
reviewed by staff and the Final Compensation Adjustment Report had been prepared. Per the Franchise
Agreement (Attachment K, paragraph 6), Recology’s 2021 Compensation Adjustment Application was due and
properly submitted on June 15t, 2020. This application and all supporting documents are required to include all of
Recology’s projected costs and cost adjustments for the defined adjustment period, in this case from December 1,
2021 through December 31, 2021. There were no costs included on this topic, nor was there any mention of this
issue in these documents. During the September 24 hearing on the Compensation Application, Board members
expressed concern and confusion about the letter, and requested further clarification which is provided below.

SBWMA was formed contractually as a joint powers agency under the provisions of the California Government
Code that allow public agencies to jointly exercise common powers to achieve efficiency and economy in service
delivery. Its authority and function is governed by the terms of the Joint Powers Agreement (JPA), as is each
Member’s participation in the agency. The JPA contains specific language to address a Member's withdrawal, and
a mechanism for doing so that protects the interests of the remaining Members. JPA Section 15.1 provides that a
Member may not withdraw until it has:

1. Given 6-month notice,
2. Liquidated its portion of any existing financial obligations as of the date of withdrawal, and
3. Received approval to withdraw from 4/5 of the other Member Agencies.

The Town of Atherton chose not to sign the Restated and Amended Franchise Agreement with Recology, and to
go through the JPA process to withdraw from SBWMA, effective December 31, 2020. On August 20, 2020, the
SBWMA Board determined that Atherton is required to pay approximately $2.2 Million to liquidate its proportional
share of liabilities prior to exiting on December 31, 2020. This amount would fully defease Atherton’s share of both
the 2019A and B bonds. As the Board considered and determined these exit costs, it was advised that HF&H
Consultants had determined there were no other non-bond related financial obligations attributable to Atherton per
Article 15.1(b) fo the JPA which requires a withdrawing Member to liquidate in full “its proportion of any and all
existing debts, obligations and liabilities incurred, earned, or expected to be earned by the date of withdrawal.” At
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a meeting held on September 16, 2020, the Town Council of Atherton agreed to pay the liquidation costs
determined by the Board, and voted to go forward with its withdrawal. While the Board has recommended to the
Member Agencies that they approve Atherton’s request to withdraw, provided they pay the above referenced
costs prior to December 31, 2020, the withdrawal will not be effective unless and until 9 more of the Member
Agencies have approved it. Atherton is currently in the process of seeking approval from the remaining Member
Agencies.

Meanwhile, the process for calculating Recology’s annual compensation, in accordance with the franchise
agreements, was proceeding at the same time. The 2021 Compensation Application submitted by Recology in
June includes Atherton in its calculations because Atherton is currently a Member Agency, and, in the event it
does not withdraw, its obligations need to be calculated. Although Recology was aware that Atherton was
pursuing withdrawal, it did not request any alternative compensation calculation in the event Atherton did withdraw
when it submitted its June 15, 2020 application; nor did it raise the issue when staff reviewed the application and
met with Recology to prepare the 2021 Compensation Report.

In the September 8" letter, Recology notified SBWMA for the first time that it believes that if Atherton does
withdraw from the JPA, the remaining Member Agencies should be responsible for a portion of Atherton’s share of
the compensation: the Allocated Indirect Costs, including profit, assigned to Atherton in the Compensation
Application, which Recology states equal $386,451 per year. Over the 15-year life of the newly restated and
amended Franchise Agreement’s term (January 1, 2021 through December 31, 2035), this amount equates to
$5,796,765. Recology requested that this amount be proportionally reallocated amongst the remaining Members
each year based on the methodology used to determine their proportionate share of indirect costs. Under this
method, according to Recology, percentage changes to the remaining Members resulting from the reallocation
would range from 0.24% to 0.56% per year. (the Recology letter is attached as Appendix D.)!

Analysis: Staff has reviewed Recology’s letter and the model franchise agreement, and does not agree that the
franchise agreement requires the remaining Members to assume Atherton’s Allocated Indirect Costs in the event
Atherton withdraws. Each Member Agency has a separate franchise agreement with Recology, which, under its
terms, became binding and effective between the Member Agency and Recology as of the date two-thirds (8) of
the Member Agencies approved and signed the agreement. The individual franchise agreements between
Recology and the Member Agencies provide the mechanism for calculating what each Member Agency owes;
there is no contractual language in these agreements requiring one Member Agency to compensate Recology for
another Member Agency'’s failure to meet its compensation amount, or to assume the obligations that a withdrawn
Member Agency may have had to Recology had it not withdrawn.

The Amended Final Report assigns an individualized total compensation amount due to Recology from each
Member Agency, which yields the overall total compensation to Recology. According to the Amended Final
Report, the recommended total Recology compensation for 2021 is $65,662,841; Atherton’s assigned portion of
that total is $1,612,762. (See Table 8, Amended Final Report) If Atherton completes its withdrawal from SBWMA,
Recology would no longer provide services to Atherton, and as a result, that part of Recology’s total compensation
attributable to Atherton would be rendered null and void, and the compensation amount would be reduced to
$64,050,079 without the need for further action by the Board or the Member Agencies. Accordingly, Staff is

1 When SBWMA received Recology’s letter, it asked its financial consultant, HF&H Consultants, to review Recology’s calculations. HF&H
again confirmed that the franchise agreements do not obligate Member Agencies to assume these costs and, even if the franchise
agreements did provide for that, then the actual number would be $124,661 excluding profit (The analysis is included in the Amended
Final Report as Appendix E). This analysis is provided for informational purposes only; as the remaining Member Agencies do not have
a contractual obligation to pay these costs.
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advising against the Board approving the reallocation of Atherton’s share of indirect cost to the remaining
Members, in the event Atherton withdraws, because it is not provided for in the individual franchise agreements
between the Member Agencies and Recology.

Conclusion
After applying the two aforementioned adjustments Staff's recommended base Total Contractor’'s Compensation
due to Recology for 2021 is $65,662,841._Recology’'s 2021 compensation is compared to 2020 in Table 1 below.

Table 1

Recology Compensation

Total Contractor's Compensation
2020 Cost | 2021 Cost Change %

Base Compensation $59,494,689 | $65,510,101 | $6,015,412 | 10.1%
Incentives / Disincentives $26,535 $152,739 | $ 126,204 | 475.6%

Total Contractor's Compensation |$59,521,224 | $65,662,841 | $6,141,617 | 10.3%

Attachments:
Resolution 2020-37

Exhibit A — SBWMA Amended Final Report Reviewing the 2021 Recology San Mateo County
Compensation.

e Exhibit A Part Il - Appendices to the Amended Final Report are available online only at
www.rethinkwaste.org

Attachment A — Table 8 (from the October 8, 2020 SBWMA Amended Final Report Reviewing the 2021
Recology San Mateo County Compensation Application).

Attachment B — September 24t Staff Report on the Final Report Reviewing the 2021 Recology San Mateo
County Compensation Application

Attachment C — Recology Letter, September 8, 2020
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RESOLUTION NO. 2020-37

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS
APPROVING THE RECOLOGY SAN MATEO COUNTY 2021 COMPENSATION
APPLICATION AND THE AMENDED FINAL SBWMA REPORT

WHEREAS, pursuant to the Amended and Restated Franchise Agreements between Recology San
Mateo County (“Recology”) and SBWMA Member Agencies, Recology is required to submit an Annual
Compensation Application to SBWMA by June 15 of each year; SBWMA is then required to review the Application
for accuracy and consistency with compensation procedures and issue a Draft Report for review and comment on
or before September 1 of each year. After the ten-day comment period following issuance of the Draft Report,
SBWMA shall prepare a Final Report on the Compensation to be considered by the SBWMA Board of Directors
on or before October 1 of each year; and,

WHEREAS, pursuant to the compensation adjustment procedures, Recology submitted its 2021 Annual
Compensation Application to the SBWMA on June 15, 2020, and SBWMA prepared and issued, on August 10,
2020, the Draft Report Reviewing the 2021 Recology Compensation Application. The Member Agencies were given
ten days, until August 27, 2020, to submit any comments on the Draft Report back to the SBWMA, and the Draft Report was
reviewed by the Technical Advisory Committee during its September 10, 2020 meeting. The Draft Report was revised based
on the feedback received from the Member Agencies and TAC, and the Final Report was issued to the Board on
September 18, 2020, for the Board's consideration at the September 24, 2020 Board of Director's meeting; and

WHEREAS, the Board considered the Final Report at its September 24 meeting, but did not take action
at that time; rather, it continued the item until the October 15t Special Board Meeting in response to issues raised
at the hearing; and,

WHEREAS, at the October 15t continued hearing on the Compensation Application, Staff presented an
Amended Final Report addressing the issues raised at the September 24t hearing; and,

WHEREAS, The Amended Final Report recommends a 10.3% increase in the total contractor’s
compensation when compared to the 2020 compensation approved by the SBWMA Board of Director’s on
September 26, 2019 per Resolution No. 2019-51. The total 2021 Recology contractor’'s compensation is
$65,662,841; and

WHEREAS, the Board considered the Amended Final Report and the information and comments
presented during the October 15, 2020 hearing on the item.

NOW, THEREFORE BE IT RESOLVED that the South Bayside Waste Management Authority hereby
approves:
1. The SBWMA Amended Final Report Reviewing the 2021 Recology San Mateo County Compensation
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Application.

PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority,
County of San Mateo, State of California on the 15th day of October, 2020, 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. 2020-37 was duly and regularly adopted at a duly noticed
special meeting of the South Bayside Waste Management Authority on October 15, 2020.

ATTEST:

Jess E (Jay) Benton, Chairperson of SBWMA

Cyndi Urman, Board Secretary
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SBWMA AMENDED FINAL REPORT
REVIEWING THE 2021 RECOLOGY SAN
MATEO COUNTY
COMPENSATION APPLICATION

October 8™, 2020
(Amended from the report issued on September 17, 2020)

SBWMA BOD PACKET 10/15/2020 AGENDA ITEM: 5A EXHIBIT A - p1

FULL PACKET PAGE 13 of 149



TABLE OF CONTENTS

SECTION 1 EXECUTIVE SUMMARY ..ottt sttt sttt sttt sne e saesneeneeaense e 1
LUAL SUIMIMANY oottt ettt ettt et s et e he e e h et e b e e e E e e b e e b e e e b e e b e e ke e bt e n b e e neeenbeeseeannesrnenreeas 1
1.B Compensation Application Process and Issuance of SBWMA RePOIt.........ccccovvivviiieiiieiiiesiiesnnns 1
1.C  Summary of Notable Items in the 2021 Recology Compensation Application .............ccccccevvueninnne 4
1.D NEW CHANGE in 2021: Recology Service Level Adjustment by Member Agency...........ccccve... 4
L CToTo] 4] T=T T LA o) o SO S S 5

SECTION 2  BACKGROUND ..ottt sttt sttt te sttt aseesaesbesbesseeseestesneaneeaenae e 7
2.A  FrancChise AgreemMENT TIMS. .. ...iiiiiiecie e iee sttt ettt e e s esteesbe e te e beesseesbeeseeaneesnnesreeas 7
2.B  Annual Revenue ReCONCITATION .........uoiii i 8
2.C Review of Compensation Application by SBWMA for Accuracy and Completeness and Issuance

OF FINAI REPOIT ...ttt ettt bbbttt n e 8

SECTION 3 2021 RECOLOGY COMPENSATION APPLICATION......cooi it 8
3.A  Description of Compensation AJUSIMENTS..........vciiiiiiieie e 8
3.B  Adjustment of 2020 Compensation t0 2021.........cccciieiieiieiieie e 9
3.C  Recommended Adjustment to Recology’s Compensation for 2021 ..........ccccovvvvinieniiesiienieesieenn 11
3.D Recology Cost Allocation Process by Member AQENCY ........cocvevviiiiiiciiieniecc e 12
3.E Recology’s Total Compensation by Member AQENCY ........ccccveiereiiiiiieie e 12

SECTION 4 2021 MEMBER AGENCY REVENUE REQUIREMENT OBLIGATIONS................... 14
4.A  Components of Member Agency Revenue ReqUIrEMENT.........c.ccoueiveiieieeieeieeie e 14
4B PaSS-TRIOUGN COSES ... .iitiiiiiiicii ittt b et e e b e e be et e e e e nbeeneeaneeeneeanee e 14
4.C  Cost Variance from 2020 10 2021 .........ccveiuiiiriiieie it 14
4.D Total Recommended Rate AGJUSIMENT..........cooiiiiiiiiiiiesie s 15

SECTION DS CONCLUSION ....ooiiiiiieieie sttt sttt sttt st et sbe e s et stesne e st e benreenes 18

APPENDICES

APPENDIX A — Recology 2021 revised Compensation Application Issued on July 17, 2020. Revised from
version submitted on June 15 (Part 1)

APPENDIX B — SBWMA Questions and Comments on Recology 2021 Compensation Application Issued June
29, 2020 (with Recology’s Responses Submitted on July 17, 2020)

APPENDIX C - [Intentionally Omitted; see Section 4.C]
APPENDIX D — Recology’s Letter dated September 8, 2020

APPENDIX E — HF&H'’s analysis allocating Atherton’s indirect cost utilizing the compensation adjustment
methodology prescribed in Article 11, Attachment K of the Amended and Restated Franchise

Adgreement

October 8, 2020 SBWMA Amended Final Report Reviewing the 2021 Recology Compensation Application

SBWMA BOD PACKET 10/15/2020 AGENDA ITEM: 5A EXHIBIT A - p2
FULL PACKET PAGE 14 of 149


https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf
https://rethinkwaste.org/wp-content/uploads/2020/10/5_A_EXHIBIT-A-PART-II-WEB-ONLY.pdf

SECTION 1 EXECUTIVE SUMMARY

1.A Summary

The South Bayside Waste Management Authority (SBWMA/RethinkWaste) is required to review the
Recology San Mateo County (Recology) 2021 Compensation Application (Application) for completeness,
accuracy and consistency as prescribed in the Restated and Amended Franchise Agreements between the
SBWMA Member Agencies and Recology. The Application is to document the results of Recology
following the prescribed compensation adjustment process detailed in Article 11, and Attachments K and
N of the Member Agency Restated and Amended Franchise Agreements. Specifically for contract year 11
(2021), this process includes applying the change in the fuel index to the approved 2017 fuel compensation
to arrive at the 2021 fuel compensation, applying a Service Level Adjustment (SLA) to the 2021
compensation specific to each Member Agencies and adding the prior year’s revenue reconciliation
balances. Service Level Adjustment (SLA) is further described in Section 1.D Recology Service Level
Adjustment Process by Member Agency.

This Amended Final Report provides the results of SBWMA’s review of Recology’s 2021 Application and
the critical analysis by the SBWMA of all components that make-up the total revenue requirement for
Member Agencies to set solid waste rates. The total revenue requirement is the total cost of service including
Recology compensation, disposal and processing costs, Member Agency fees, and prior years
surplus/shortfalls owed to/from Recology.

The SBWMA provides the total rate impact for each Member Agency (see Table 8 on pages 15 and 16)
and recommended rate adjustment for 2021, which consolidates all the projected revenue and cost
components associated with the solid waste rate setting process by Member Agency.

1.B  Compensation Application Process and Issuance of SBWMA Report

The 2021 Recology Compensation Application was submitted to the SBWMA and Member Agencies on
June 15, 2020. On June 29, 2020 the SBWMA submitted questions and comments to Recology. One
question was submitted by a Member Agency. On July 17, 2020 Recology submitted a revised 2021
Compensation Application and responses to the SBWMA'’s questions and comments. Appendix A provides
Recology’s revised July 17 version of its 2021 Compensation Application. Appendix B provides the
SBWMA'’s questions and comments to Recology’s Compensation Application, and Recology’s response
submitted on July 19. The SBWMA provided all Member Agencies their detailed revenue, agency fees, and
disposal and processing cost projections for 2021 on July 22nd. Staff is recommending an adjustment to
Recology’s revised Compensation Application related to the calculation of Service Level Adjustment
reducing Recology’s compensation by $242,812, which is further described in Section 1.E
Recommendation, below.

Additional Requested Adjustments to Recology’s Compensation Application issued on July 17, 2020
A Final Report was presented to the SBWMA Board for approval at its September 24" BOD Meeting. The
Board continued this item until the October 15" Special Board Meeting in response to three additional
issues raised at the hearing. Staff is recommending two additional adjustments to Recology’s 2021
Compensation Application based on two of the issues raised, and against an adjustment based on the third.
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Issue One: County of San Mateo (Recommendation: Approve). The County of San Mateo
identified three customer accounts that had been moved to other Member Agency’s book of accounts.
Although the accounts had been moved, due to the rolling three year average compensation process in the
Amended and Restated Franchise Agreements, costs for these services continued to fall within the County
of San Mateo’s compensation to Recology, while the revenue generated from these accounts went to other
Member Agencies. After the September 24™ meeting, the SBWMA met with the County and Recology to
discuss the matter and decided to address it by reallocating Recology’s compensation for these accounts to
the Member Agencies receiving the revenue. This re-allocation has been reviewed and approved by the
impacted Member Agencies and results in an increase to the City of San Mateo’s compensation to Recology
in the amount of $6,012 and an increase to the City of Menlo Park in the amount of $2,004. The County of
San Mateo’s compensation to Recology is reduced by $8016. The changes have no impact on Recology’s
total compensation and are reflected at the bottom of Table 6.

Issue Two: City of Belmont (Recommendation: Approve). The City of Belmont raised an issue
that the calculated Total Revenue Requirement in Table 8 was not a true representation of the City’s cost
obligation, as the City has unique compensation methodology. The SBWMA met with the City of Belmont
and Recology to discuss the issue and it was agreed to present Belmont’s unique total revenue requirement
proposal issued to Belmont by Recology of San Mateo within this document and Table 8. These changes
are reflected in this Amended Final Report and in Table 8 and Table 6 of this document.

Issue Three: Recology (Recommendation: Deny). On September 8, 2020, Recology sent a letter
to SBWMA stating that it believes the compensation numbers should be adjusted in the event the Town of
Atherton withdraws from the JPA. This letter was sent after the Compensation Application had been
reviewed by staff and the Compensation Report had been prepared. During the September 24" hearing on
the Compensation Application, Board members expressed concern and confusion about the letter, and
requested further clarification.

Background: The Town of Atherton has not signed the Restated and Amended Franchise Agreement with
Recology, rather it is going through the JPA Agreement process to withdraw from membership in the
Authority, effective December 31, 2020. According to the JPA, when a Member Agency withdraws from
the JPA, it is required to pay its proportion of outstanding debt obligations up through the date of
withdrawal. On August 20, 2020, the SBWMA Board determined that Atherton is required to pay
approximately $2.2 Million to liquidate its proportional share of liabilities prior to exiting on December 31,
2020. At a meeting held on September 16, 2020, the Town Council of Atherton agreed to pay the liquidation
costs determined by the Board, and voted to go forward with the withdrawal. The next step in the withdrawal
process is for Atherton to obtain the approval to withdraw from four-fifths (4/5) of the Member Agencies
(which means approval by at least 9 of the remaining Members since Atherton has already consented). This
must occur before December 31, 2020. While the Board has recommended to the Member Agencies that
they approve Atherton’s request to withdraw, provided they pay the above referenced costs prior to
December 31, 2020, the withdrawal will not be effective unless and until 9 more of the Member Agencies
have approved it.

The 2021 Compensation Application submitted by Recology and reviewed by staff includes Atherton in its
calculations because Atherton is currently a Member Agency, and, in the event it does not withdraw and
instead goes forward with Recology, its obligations need to be calculated. Although Recology was aware
that Atherton was pursuing withdrawal, it did not request any alternative compensation calculation in the
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event Atherton did withdraw when it submitted its June 15, 2020 application; nor did it raise the issue when
staff reviewed the application and met with Recology to prepare the 2021 Compensation Report.

In the September 8" letter to SBWMA, Recology stated that if Atherton withdraws from the Authority, it
believes the remaining Member Agencies should be responsible for a portion of Atherton’s share of the
compensation: the Allocated Indirect Costs, including profit, assigned to Atherton in the Compensation
Application, which Recology states equal $386,451 per year. Over the 15-year life of the newly restated
and amended Franchise Agreement’s term (January 1, 2021 through December 31, 2035), this amount
equates to $5,796,765. Recology would like this amount to be proportionally reallocated amongst the
remaining Members each year based on the methodology used to determine their proportionate share of
indirect costs. Under this method, according to Recology, percentage changes to the remaining Members
resulting from the reallocation would range from 0.24% to 0.56% per year. (the Recology letter is attached
as Appendix D.)!

Analysis: Staff has reviewed Recology’s letter and the model franchise agreement, and does not agree that
the agreement requires the remaining Members to assume Atherton’s Allocated Indirect Costs in the event
Atherton withdraws. Each Member Agency has a separate franchise agreement with Recology, which,
under its terms, became binding and effective between the individual parties as of the date two-thirds (8) of
the Member Agencies approved and signed the agreement. The individual franchise agreements between
Recology and the Member Agencies provide the mechanism for calculating what each Member Agency
owes; there is no contractual mechanism requiring one Member Agency to compensate Recology for
another Member Agency’s failure to meet that compensation amount, or to assume the obligations that a
withdrawn Member Agency may have had to Recology had it not withdrawn.

The Amended Final Report assigns an individualized total compensation amount due to Recology from
each Member Agency, which yields the overall total compensation to Recology. According to the Amended
Final Report, the recommended total Recology compensation for 2021 is $65,662,841; Atherton’s assigned
portion of that total is $1,612,762. If Atherton completes its withdrawal from SBWMA, Recology would
no longer provide services to Atherton, and as a result, that part of Recology’s total compensation
attributable to Atherton would be rendered null and void, and the compensation amount would be reduced
to $64,050,079 without the need for further action.

Staff is advising against the Board approving the reallocation of Atherton’s share of indirect cost to the
remaining Members, in the event Atherton withdraws, because it is outside the scope of the individual
franchise obligations.

Table 1 on the next page shows the complete schedule to review and comment on Recology’s
Compensation Application. This Amended Final Report provides the guidance for Member Agencies to
adjust 2021 solid waste rates, if necessary.

1 When SBWMA received Recology’s letter, it asked its financial consultant, HF&H Consultants, to review Recology’s
calculations. HF&H reviewed the numbers, and concluded they were overstated. That if the Member Agencies were to allow
the re-apportionment requested by Recology, the actual number would be $124,661 excluding profit (See Appendix E). This
analysis is provided for informational purposes only; the remaining Member Agencies do not have an obligation to Recology to
pick up Atherton’s compensation.
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Table 1

2020 Schedule to Aﬁﬁrove Recoloii 2021 Comﬁensation

Recology 2021 Compensation Application Submitted to
June 15, 2020 Member Agencies and SBWMA
June 29, 2020 Member Agencies and SBWMA Comments Due to Recology
July 17, 2020 Revised Recology_2021 Compensation Application Submitted
’ to Member Agencies and SBWMA
SBWMA Draft Report Reviewing the 2021 Recology
Compensation Application Issued to Member Agencies
Member Agencies Written Comments on SBWMA Draft
AUQUSt 27,2020 | poort Due to SBWMA
September 10, 2020 | SBWMA TAC Meeting: Staff Update and Discussion
September 17, 2020 | SBWMA Final Report Issued to Member Agencies/Board
September 24, 2020 | SBWMA Board Meeting: Consideration of Final Report
October 15, 2020 IS:I_?,WMA Board Meeting: Consideration of Amended
inal Report

August 10, 2020

1.C Summary of Notable Items in the 2021 Recology Compensation Application

Notable items included in the 2021 Recology Compensation Application include:

e Application of the New Recology Restated and Amended Agreement compensation increase
methodology, which is based on CPI indices and service levels. Fuel index is the only index
applicable to the 2021 compensation increase per each Member Agency’s Restated and Amended
Franchise Agreements.

e 2019 revenue reconciliation of surplus/shortfall and interest payments due to/from Recology (Table
H in Recology Application).

e Performance Incentive/Disincentive payment to Recology of $152,739, excluding Belmont (Table
F in Recology Application).

e Overall, 10.3% Total Compensation increase including a fuel index decrease of 18.1%

1.D NEW CHANGE in 2021: Recology Service Level Adjustment by Member Agency

The annual compensation adjustment process to Member Agencies is prescribed in Article 11 and
Attachment K of the Restated and Amended Franchise Agreements. Attachment K explains the detailed
process and specific rules used to adjust the various cost categories and the allocation of costs to the Member
Agencies. The tables that comprise Attachment N are used to calculate the specific cost adjustments
prescribed in Attachment K.

The 2021 Recology Compensation Application adjusts Attachment N costs by applying the April 2016 to
April 2020 change for CPI-U Motor Fuel index to the Direct Fuel Costs. No other index-based adjustments
are called for 2021.

Next, service level adjustments are applied to: Direct Labor Related Costs; Direct Fuel Costs; and Other
Direct Costs. For Rate Year 2021, the Single-Family lines of business service level adjustments are 75%
of the percentage change in the rolling three-year average number of Solid Waste accounts in each Member
Agency. In Rate Year 2021, 75% of the change in service levels for Commercial lines of business, lifts
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shall be used rather than accounts; and, for Drop Box lines of business, pulls shall be used rather than
accounts.

Per section 7.12 of the Franchise Agreements, Recology conducted its Annual Route Assessment over a
four week period in 2020. The assessment is intended to annually confirm and update Recology’s data
related to customer accounts, service levels and operations, including, but not limited to: (1) number of
Accounts, (2) Bin and Cart lifts, and (3) Drop Box pulls to be used as the basis for the rolling three-year
Service Level Adjustment. Recology submitted its 2021 Compensation Adjustment Application using the
Assessment four week period from February/March (for commercial lifts) rather than the usual four week
period from April/May due to the San Mateo County shelter-in-place order. The SBWMA questioned this
change citing that February/March was not a reasonable representation of the go forward economic
conditions. In response, Recology suggested using the four week period from June/July for the Annual
Route Assessment, reasoning that this period is more representative of the go forward conditions rather than
the lockdown period of shelter-in-place during April/May. The SBWMA concurred with this reasoning and
is recommending Recology’s 2021 Compensation utilizing the June/July Route Assessment period for the
commercial lifts Service Level Adjustment, which reduces Recology’s 2021 compensation by $242,812
from the Recology 2021 Compensation Application submitted to the SBWMA on July 17, 2020.

Recommendation

Based on the net results of the cost adjustments calculated in the 2021 Recology Compensation Application,
SBWMA is recommending that the Board approve an adjustment to Recology's 2021 compensation as
delineated in Table 2 below. Table 2 summarizes the adjusted 2021 costs and changes from 2020. The
total change in Recology’s compensation for 2021 is an increase of $6,141,617 or 10.3% from 2020.

Please note that this service cost adjustment (increase) has been known since the conclusion of the
2017 Franchise Agreement negotiations and throughout the member agency approval process of the
Restated and Amended Agreement between Recology and 11 agencies (excluding the Town of
Atherton). During multiple SBWMA Board and Finance Committee meetings held between May
2017 and 2020, SBWMA strongly advised SBWMA member agencies to adjust their rate residential
and commercial rates to build reserves to mitigate the impact to their ratepayers.
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Table 2

Summary of Adjusted 2020 Costs to 2021 Costs

RECOLOGY COMPENSATION SUMMARY 2020 Cost 2021 Cost $ Change % Change
Total Annual Cost of Operations $ 54129196 | $ 58,250,248 [ $ 4,121,052 7.6%
Profit 5,682,070 6,114,667 432,597 7.6%
Operating Ratio 90.5% 90.5%
Total Operating Costs $ 59,811,266 | 3% 64364915 |$ 4,553,649 7.6%
Contractor Pass-Through Costs
Interest Expense * $ 224430 ($ 1145186 |$ 920,756 410.3%
Interest Expense on Implementation Cost 7,109 (7,109)| -100.0%
Contract Changes to Specific Agencies 2 (548,116) 548,116 -100.0%
Total Contractor Pass-Through Costs $  (316577)|$ 1145186 |$ 1461763 | -461.7%
BASE CONTRACTOR'S COMPENSATION $ 59494689 | $ 65510101 |$ 6015412 | 10.1%
Other Adjustments
Performance Incentives / Disincentives $ 26535 | $ 152,739 | $ 126,204 -475.6%
Total Other Adjustments $ 26535 |$ 152,739 | $ 126,204 | -475.6%
TOTAL CONTRACTOR'S COMPENSATION $ 59521224 |$% 65662841 |% 6,141,617 10.3%

! Interest expense is per the negotiated Restated and Amended Franchise Agreements

2 Contract changes to specific agencies are not necessary with the Restated and Amended Franchise Agreements.
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SECTION 2 BACKGROUND

2.A Franchise Agreement Terms

Eleven of the twelve SBWMA Member Agency Agreements use the same methodology to calculate the
compensation owed to Recology. One Member Agency (i.e., City of Belmont) uses a different
compensation methodology; however, using this different methodology has no bearing on the costs
(compensation) or services provided to the other eleven Member Agencies.

The compensation adjustment methodology is detailed in Article 11, Attachment K and Attachment N in
the Member Agency Restated and Amended Franchise Agreements. Article 11 describes the methodology
and process by which the compensation adjustment process shall be implemented. Attachment K provides
more detail on this process and how costs (compensation) will be allocated amongst the Member Agencies.

Cost Adjustment Process

Attachment K, Table 1 of the Restated and Amended Franchise Agreements prescribes a detailed process
to adjust Recology’s costs during the full fifteen-year term of the Restated and Amended Franchise
Agreements. A flowchart in Recology’s Compensation Application (see table D of Appendix A) illustrates
graphically the cost adjustment process that is conducted each year. Cost adjustments are based primarily
on changes in US DOL indices and service levels.

First Year of Restated and Amended Franchise Agreement 15-Year Term (Rate Year 11)

This 2021 Contractor’s Compensation Application (to be known as Rate Year 11)—will utilize a revised
approach to each Member Agency’s compensation to Recology from the cost allocation methodology used
in the prior ten year Franchise Agreements (Rate years 2 — 10), as negotiated during the Restated and
Amended Franchise Agreement process that was completed on the Member Agencies behalf in 2018.

The 2021 Recology Compensation Application adjusts Attachment N costs by applying the April 2016 to
April 2020 change for CPI-U Motor Fuel index to the Direct Fuel Costs. No other index-based adjustments
are called for in 2021.

Service level adjustments are applied to: Direct Labor Related Costs; Direct Fuel Costs; and Other Direct
Costs. For Rate Year 2021, the Single-Family lines of business service level adjustments are 75% of the
percentage change in the rolling three-year average number of Solid Waste accounts in each Member
Agency. In Rate Year 2021, 75% of the change in service levels for Commercial lines of business, lifts
shall be used rather than accounts; and, for Drop Box lines of business, pulls shall be used rather than
accounts.

As previously stated at many Board and TAC meetings during the past few years, Staff strongly recommend
that each Member Agency continue to build its rate stabilization funds to help offset the step up in base
costs between rate year 2020 (reflected in this document) and rate year 2021. The step up for each Member
Agency is the delta between Recology approved 2020 compensation and Attachment N of each Member
Agency’s Restated and Amended Contract, including the new Service Level Adjustment factor and Fuel
Adjustment factor. As in the past, Staff is available to assist SBWMA TAC members to facilitate their
transition into rate year 11.
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2.B  Annual Revenue Reconciliation

For rate years 2012 through 2021 there is an annual revenue reconciliation process to determine the net
revenue Recology retained versus the amount actually owed to the company. The calculation compares the
approximately $113.7 million gross revenue billed, less contractor paid pass-through expenses for Member
Agency fees and disposal and processing expense at the Shoreway facility (owned by
SBWMA/RethinkWaste), versus the approved contractor’s compensation. This revenue reconciliation
process results in a surplus or shortfall owed to/from Recology by Member Agency. This surplus or shortfall
will be added to or subtracted from the Recology’s compensation for the subsequent rate year (in this case
for 2021).

The Recology 2019 Revenue Reconciliation Report was submitted to the SBWMA and Member Agencies
on March 31, 2020. Staff reviewed this 2019 Revenue Reconciliation Report and contracted an independent
firm (i.e., R3 Consultants), to thoroughly review it, which included validating the accuracy of the results by
Member Agency. On June 25, 2020 the Board reviewed agenda item 7B which included the audit findings
and results (i.e., final 2019 surplus/shortfall and interest) of the revenue reconciliation that will be added to
or subtracted from Recology’s 2021 compensation. Agencies can also request a refund of surplus balances
or make payments to Recology for shortfalls. The final 2019 Revenue Reconciliation balances, net of
payments, have been included in Recology’s 2021 Compensation Application (see Table H). A payment
to the Town Atherton for their surplus is not included in Recology’s Compensation Application, as the
request and payment occurred subsequent to Recology’s final submission.

2.C Review of Compensation Application by SBWMA for Accuracy and Completeness and
Issuance of Final Report

The Franchise Agreements state that the SBWMA is responsible for annually conducting a review and
analysis of Recology’s Compensation Application. SBWMA staff conducts a thorough review of the data,
calculations, index adjustments, and the service level adjustment calculation. This review is used to prepare
the analysis contained in this report including any changes and adjustments to Recology’s compensation.
Recology is obligated to promptly provide to the SBWMA any missing information, explanations and
agreed changes upon request during the Compensation Application review process. Recology submitted a
revised Compensation Application on July 17 based on staff comments. The questions and comments
submitted to the company during the initial review period in June are provided in Appendix B.

SECTION 3 2021 RECOLOGY COMPENSATION APPLICATION

3.A Description of Compensation Adjustments

The 2021 Recology Compensation Application is based on each Member Agency’s base compensation in
their specific Restated and Amended Franchise Agreements, adjusting for the motor fuel index and service
level adjustment as previously described to arrive at the 2021 compensation by cost category. In the
Compensation Application, the term “cost” really refers to “compensation.” Please note this does not mean
Recology’s “true” costs. The SBWMA moved from a “cost plus” compensation model to a “fixed price
plus index adjustment” compensation methodology with the Recology contract that started on January 1,
2011. The Restated and Amended Franchise Agreements, starting January 1, 2021, includes the service
level compensation adjustment and index compensation adjustment.
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The Franchise Agreements with Recology also provide for additional compensation adjustments for special
issues related to performance incentive/disincentive payments (and liquidated damages).

Recology Annual Revenue Reconciliation Report for 2019. Recology submitted a Revenue
Reconciliation Report for 2019 to the SBWMA on March 31, 2020 which compares the approved
compensation owed to Recology for 2019 with the actual net funds retained by Recology after paying for
pass-through costs for disposal and processing at Shoreway and Agency fees (e.g., Franchise Fees) paid to
each Member Agency. The SBWMA thoroughly reviews this Report and it is audited by an independent
third party firm (i.e., R3 Consultants). The audit results are then provided to the Board for consideration
and approval. Each Member Agency annually generates a surplus or shortfall which is added to or
subtracted from the next year’s Revenue Requirement. The 2019 surplus balance including interest is
$3,346,982 due from Recology after the payment from the City of Burlingame for their 2019 shortfall and
payment to the Town of Atherton for their 2019 surplus. The balance due from Recology can be found B.1
on Table 8.

Performance Incentive/Disincentive Payments (and Liguidated Damages). Recology reported the 2019
Performance Incentives/Disincentives and Liquidated Damages calculations which was reviewed and
approved by the SBWMA and R3 Consulting. The total annual Recology recycling diversion incentive
payment from 2011 to 2019 are as follows:

2011 - $913,060 (diversion incentive payment to Recology)

2012 - $489,164 (diversion incentive payment to Recology)

2013 - $257,650 (diversion incentive payment to Recology)

2014 - $42,217 (diversion incentive payment to Recology)

2015 - ($14,215) (diversion disincentive payment to the Member Agencies)
2016 - $175,789 (diversion incentive payment to Recology)

2017 - $155,789 (diversion incentive payment to Recology

2018 - $59,830 (diversion incentive payment to Recology)

2019 - $168,964 (diversion incentive payment to Recology)

Recology’s 2019 diversion incentive payment is $168,964 excluding Belmont. The diversion incentive
payment is offset by Performance penalties. The net amount owed to Recology and added to Recology’s
2021 compensation is $152,739 excluding Belmont (Table F in Recology’s Application Appendix A).

3.B  Adjustment of 2020 Compensation to 2021

As prescribed in Article 11, Attachment K and Attachment N of the Restated and Amended Franchise
Agreements, the adjustment of the 2020 compensation to 2021 compensation is predominantly based on
each Member Agency’s negotiated 2021 compensation, which is further adjusted by the fuel index and
service level adjustment.

Table 3 on the following page provides the detailed results from making all compensation adjustments from
2020 to 2021. The application of all adjustment factors to the Amended and Restated negotiated base
Recology compensation results in an overall increase in Recology’s base 2021 compensation totaling
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$6,015,413 or 10.1% from 2020. Performance Incentive (and Liquidated Damages) payments increased by
$126,204. The result is a net increase in total contractor’s compensation of $6,141,617 or 10.3 % for 2021
from 2020. Please refer to Table 3 on the next page.

Table 3
Results of Adjustments of 2020 Costs to 2021 Costs
% of Total
RECOLOGY COMPENSATION DETAIL 2020 Cost 2021 Cost Cost $ Change % Change
Annual Cost of Operations
Direct Labor-Related Costs
Wages $ 18,115,147 | $ 19,730,377 30.0%| $ 1,615,230 8.9%
Benefits 7,209,876 | $ 9,125,376 13.9% 1,915,500 26.6%
Payroll Taxes 1,507,180 | $ 1,641,568 2.5% 134,388 8.9%
Workers Compensation Insurance 1,572,090 | $ 1,405,724 2.1% (166,366) -10.6%
Total Direct Labor Related-Costs $ 28,404,293 |$ 31,903,045 486%|$ 3498752 12.3%
Direct Fuel Costs 3219672 | $ 2,602,180 4.0% (617,492) -19.2%
Other Direct Costs 2,285,286 | $ 2,963,535 45% 678,248 29.7%
Depreciation
- Collection Vehicles 4,092,539 | $ 3,056,022 4.7% (1,036,517) -25.3%
- Containers 1,882,550 | $ 1,178,150 1.8% (704,400) -37.4%
Total Depreciation $ 5,975,088 | $ 4,234,172 6.4%| $ (1,740,917) -29.1%
Allocated Indirect Costs excluding Depreciation
General and Administrative $ 7,762,589 | $ 9,456,605 14.4%| $ 1,694,015 21.8%
Adjustment for Waste Zero Specialists (209,612)( $ - 0.0% 209,612
Operations 1944364  $ 1,928,415 2.9% (15,950) -0.8%
Vehicle Maintenance 3,365,043 | $ 3,685,657 5.6% 320,614 9.5%
Container Maintenance 1145129 $ 1,358,992 2.1% 213,863 18.7%
Total Allocated Indirect Costs excluding Depreciati| $ 14,007,513 | $ 16,429,668 25.0%| $ 2,422,155 17.3%
Total Allocated Indirect Depreciation Costs 50,168 | $ 117,650 0.2% 67,482 134.5%
Annual Implementation Cost Amortization 187,175 | $ 0.0% (187,175) -100.0%
Total Annual Cost of Operations $ 54,129,196 | $ 58,250,249 88.7%|$ 4,121,053 7.6%
Profit 5,682,070 6,114,667 9.3% 432597 7.6%)
Operating Ratio 90.5% 90.5%
Total Operating Costs $ 59,811,266 | $ 64,364,916 98.0%|$ 4,553,650 7.6%
Contractor Pass-Through Costs
Interest Expense $ 224430 | $ 1,145,186 17%|$ 920,756 410.3%
Interest Expense on Implementation Cost 7,109 $ - 0.0% (7,109) -100.0%
Contract Changes to Specific Agencies (548,116) $ - 0.0% 548,116 -100.0%
Total Contractor Pass-Through Costs (316,577) 1,145,186 1.7% 1,461,763 -461.7%
BASE CONTRACTOR'S COMPENSATION $ 59494689 |$  65510,102 998%|$ 6015413 10.1%
Other Adjustments B
Performance Incentives / Disincentives 26535 $ 152,739 0.2% 126,204 -475.6%
Total Other Adjustments 26,535 152,739 0.2% 126,204 -475.6%
TOTAL CONTRACTOR'S COMPENSATION $  59521224|$ 65662841 100.0%| $ 6,141,617 103%
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Table 4 below denotes the total cost adjustment from the Restated and Amended Franchise Agreements
Negotiated 2021 Base Compensation to each Member Agency by adjustment factor as prescribed in the
Restated and Amended Franchise Agreements. The 2021 Service Level Adjustment utilizes a three-year
rolling average comparing 2014, 2015, 2016 data to 2018, 2019, 2020 data.

Table 4

Results of Cost Adjustments

2021 Total by Member HegeiE P CPI % service Level | g A o | | Total Compensation | Total %
Agency ** —— Bas.e Increases |Increase ezt Increase| |Including CPI + SLA|Increase
Compensation Increases
Atherton $1,593,158 $14,808 0.9 $2,886 0.2 $1,610,853 1.1
Burlingame $6,286,129 $49,449 0.8 $59,585 0.9 $6,395,164 1.7
East Palo Alto $2,726,530 $22,597 0.8 $23,218 0.9 $2,772,345 1.7
Foster City $3,907,631 $32,269 0.8 $12,337 0.3 $3,952,237 1.1
Hillshorough $2,021,219 $18,809 0.9 $7,276 0.4 $2,047,304 1.3
Menlo Park $6,608,325 $56,357 0.9 $213,971 3.2 $6,878,654 4.1
Redwood City $11,458,072 $93,842 0.8 $116,111 1.0 $11,668,025 1.8
San Carlos $5,766,877 $48,324 0.8 $79,645 1.4 $5,894,847 2.2
San Mateo $14,255,139 $114,864 0.8 $222,825 1.6 $14,592,828 2.4
West Bay Sanitary Dist $1,083,844 $9,419 0.9 $13,245 1.2 $1,106,508 2.1
Unincorporated County $2,436,377 $20,607 0.8 $11,240 0.5 $2,468,225 1.3
North Fair Oaks $1,977,205 $16,560 0.8 $24,213 1.2 $2,017,978 2.1
[Total SBWMA * | 64,225,644 $531,608 | 0.8 | $857,676 | 13 | $65,614,928 2.2

* Excludes Incentive/Disincentive
** Excludes the City of Belmont

3.C Recommended Adjustment to Recology’s Compensation for 2021

Based on the net results of the compensation adjustments previously described and the analysis of the 2021
Recology Compensation Application, SBWMA is recommending that the SBWMA Board approve an
adjustment to Recology's 2021 compensation as delineated in Table 5 — Comparison of 2020 and 2021
Compensation. The total adjustment to Recology's contractor’s compensation is a 10.3% increase.

Table 5
Comparison of 2020 and 2021 Compensation

October 8, 2020 SBWMA Amended Final Report Reviewing the 2020 Recology Compensation Application
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RECOLOGY COMPENSATION SUMMARY 2020 Cost 2021 Cost $ Change % Change

Total Annual Cost of Operations $ 54,129,196 | $ 58,250,248 | $ 4,121,052 7.6%
Profit 5,682,070 6,114,667 432,597 7.6%
Operating Ratio 90.5% 90.5%
Total Operating Costs $ 59,811,266 | $ 64,364,915 | $ 4,553,649 7.6%
Contractor Pass-Through Costs
Interest Expense * $ 224430 ($ 1,145186 | $ 920,756 410.3%
Interest Expense on Implementation Cost 7,109 - (7,109) -100.0%
Contract Changes to Specific Agencies > (548,116) - 548,116 -100.0%
Total Contractor Pass-Through Costs $ (316577)| $ 1,145,186 | $ 1,461,763 -461.7%
BASE CONTRACTOR'S COMPENSATION $ 59,494,689 | $ 65,510,101 |$ 6,015,412 10.1%
Other Adjustments
Performance Incentives / Disincentives $ 26535 | $ 152,739 | $ 126,204 -475.6%
Total Other Adjustments $ 26,535 | $ 152,739 | $ 126,204 -475.6%
TOTAL CONTRACTOR'S COMPENSATION $ 59,521,224 | $ 65662841 | $ 6,141,617 10.3%

1 Interest expense is per the negotiated Restated and Amended Franchise Agreements
2 Contract changes to specific agencies are not necessary with the Restated and Amended Franchise Agreements.

3.D Recology Cost Allocation Process by Member Agency

Cost allocations by Member Agency have been abolished in the Restated and Amended Franchise
Agreements.

3.E Recology’s Total Compensation by Member Agency

The Contractors Total Compensation by Member Agency is provided in Table 6 — Member Agency Cost.
The cost by line of business (Residential, Commercial/MFD and Agency Facility) for each Member Agency
is found in Recology’s Compensation Application as Appendix 3.

October 8, 2020 SBWMA Amended Final Report Reviewing the 2020 Recology Compensation Application
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Table 6 — Member Agency Cost

) County
Compensation North Fair Franchised
2021 Atherton Belmont Burlingame E Palo Alto Foster City Hillsborough Menlo Park Oaks Redwood City San Carlos San Mateo West Bay Area
Annual Cost of Operations
Direct Labor-Related Costs
Wages for CBAS $19,730,377 $495931 | $1,256,552 | $1,983,283 $792546 |  $1,171,317 $624,871 | $2,042,775| $622,976 | $3,495553 | $1,729,382 | $4,452,185|  $330,532 $732,473
Benefits for CBAs $9,125,376 $232,883 $584,394 $901,051 $370,846 $541,002 $295,027 $931,296 |  $291,119 |  $1,621,351 $796,489 | $2,058,834 |  $154,844 $346,240
Payroll Taxes $1,641,568 $41,261 $104,545 $165,009 $65,940 $97,454 $51,989 $169,959 $51,832 $290,830 $143,885 $370,422 $27,500 $60,942
Workers Compensation Insurance $1,405,724 $35,333 $89,525 $141,302 $56,466 $83,453 $44,520 $145,541 $44,385 $249,046 $123,213 $317,204 $23,549 $52,186
Total Direct Labor Related-Costs $31,903,045 $805,400 | $2,035,016 | $3,190,645 | $1,285,799 | $1,893225 | $1,016,407 | $3,289,571 | $1,010,312| $5,656,780 | $2,792,970 | $7,198,645 | $536,426 | $1,191,841
Direct Fuel Costs $2,602,180 $71,905 $132,595 $244,349 $111,045 $157,241 $91,514 $288,126 $81,929 $462,565 $240,178 $573,387 $46,611 $100,736
Other Direct Costs $2,963,535 $77,971 $183,886 $284,274 $123,609 $176,569 $98,835 $327,568 $91,136 $521,728 $269,459 $647,820 $50,850 $109,831
Depreciation
- Collection Vehicles $3,056,022 $87,984 $193,109 $286,736 $127,419 $184,198 $110,471 $332,265 $92,641 $535,114 $280,194 $653,693 $54,173 $118,023
- Containers $1,178,150 $36,671 $77,090 $102,553 $52,636 $73,460 $37,043 $113,697 $36,566 $209,708 $105,767 $258,681 $22,873 $51,406
Total Depreciation $4,234,172 124,655 270,198 389,289 180,055 257,658 147,514 445,962 129,207 744,823 385,960 912,374 77,046 169,429
Allocated Indirect Costs
General and Administrative $9,456,605 $147,775 $580,446 $891,820 $465,831 $585,320 $221,524 $986,272 |  $278,558 |  $1,765,927 $898,901 | $2,131,046 |  $148,491 $354,695
Operations $1,928,415 $57,092 $122,058 $188,494 $78,967 $119,502 $70,740 $210,986 $55,200 $330,481 $177,843 $408,907 $34,487 $73,658
Vehicle Maintenance $3,685,657 $109,117 $233,281 $360,256 $150,924 $228,397 $135,202 $403,246 | $105,500 $631,627 $339,900 $781,516 $65,913 $140,777
Container Maintenance $1,358,992 $32,288 $84,436 $128,796 $63,993 $87,764 $33,804 $148,992 $39,159 $242,000 $123,731 $302,771 $21,729 $49,440
Total Allocated Indirect Costs $16,429,668 $346,272 | $1,020,221 | $1,569,366 $759,715 |  $1,020,982 $461,270 |  $1,749,496 | $478418 | $2,970,124 | $1,540,374 | $3,624,240 |  $270,620 $618,570
Total Allocated Indirect Depreciation Costs $117,650 $3,466 $7,409 $11,716 $4,851 $7,246 $4,301 $12,856 $3,323 $20,229 $10,754 $24,940 $2,084 $4,476
Annual Implementation Cost Amortization $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Annual Cost of Operations $58,250,249 1,429,678 3,649,326 5,689,638 | 2,465,072 3,512,921 1,819,840 6,113,580 | 1,794,325 | 10,376,249 | 5,239,695 | 12,981,405 983,637 2,194,883
Profit $6,114,667 $150,077 $383,078 $597,255 $258,764 $368,760 $191,033 $641,757 | $188,355 | $1,089,220 $550,023 | $1,362,689 |  $103,255 $230,402
Ope rating Ratio 90.5% 90.5% 90.5% 90.5% 90.5% 90.5% 90.5% 90.5% 90.5% 90.5% 90.5% 90.5% 90.5% 90.5%
Total Operating Cost $64,364,916 |  $1579,755 | $4,032,404 | $6,286,893 | $2,723,837 | $3,881,681 | $2,010,873 | $6,755,337 | $1,982,680 | $11,465469 | $5,789,718 | $14,344,094 | $1,086,891 | $2,425,286
Contractor Pass-Through Costs
Interest Expense $1,145,186 $31,098 $72,732 $108,271 $48,509 $70,556 $36,431 $123,317 $35,298 $202,557 $105,128 $248,734 $19,617 $42,939
BASE CONTRACTOR'S COMPENSATION $65,510,102 |  $1,610,853 | $4,105136 | $6,395,164 | $2,772,345 | $3,952,237 | $2,047,304 | $6,878,654 | $2,017,978 | $11,668,025 [ $5,894,847 | $14,592,828 | $1,106,508 | $2,468,225
Incentives and Disincentives $152,739 $1,909 $0 $22,082 $10,351 $9,115 $2,273 $15,547 $5,248 $33,039 $11,235 $37,165 $1,302 $3,472
Total Contractor Adjustments $152,739 $1,909 $0 $22,082 $10,351 $9,115 $2,273 $15,547 $5,248 $33,039 $11,235 $37,165 $1,302 $3,472
TOTAL CONTRACTOR'S COMPENSATION $65,662,841 |  $1,612,762 | $4,105136 | $6,417,246 | $2,782,697 | $3961,352 | $2,049577 |  $6,894,201 | $2,023,225 | $11,701,064 | $5906,082 | $14,629,993 | $1,107,810 | $2,471,697
Prior Year's Surplus/Shortfall to/from Recology
Revenue Reconciliation 2019 (Surplus)/Shortfall ($3,346,982)  ($117,154) $0 $0 ($57,124)  ($148,378)  ($307,175)  ($309,418)  ($186,576)  ($117,943)  ($163,382) ($1,382,278)  ($136,383)  ($421,171)
Interest on 2019 (Surplus)/Shortfall $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Sub-Total | ($3,346,982)  ($117,154) $0 $0 ($57,124)  ($148,378)  ($307,175)  ($309,418) ($186,576)  ($117,943)  ($163,382) ($1,382,278)  ($136,383)  ($421,171)
[TOTAL BALANCE TO CONTRACTOR 2021 | $62315859  $1,495608  $4105136  $6417,246  $2,725573  $3,812,974  $1742402  $6,584,783  $1,836,649 $11583121  $5742700 $13247,715  $971,427  $2,050,526
Before Parks Adjustment
[TOTAL CONTRACTOR'S COMPENSATION | $65,774515| $1,612,762 | $4,216,811 [ $6,417,246 | $2,782,697 | $3,961,352 [ $2,049,577 | $6,892,197 | $2,023,225| $11,701,064| $5,906,082 | $14,623981 | $1,107,810 | $2,479,713 |
($1ll,674)| S0 ($111,674) S0 S0 S0 S0 $2,004 S0 S0 S0 $6,012 S0 ($8,016)
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SECTION 4 2021 MEMBER AGENCY REVENUE REQUIREMENT OBLIGATIONS

4.A  Components of Member Agency Revenue Requirement

The compensation to Recology for 2021 collection service is only one of several components that make up
the total collection cost (i.e., revenue requirement) reflected in the Member Agency’s solid waste collection
rates. In addition to the Recology compensation for collection service, there are pass-through costs
(discussed below) that are also included in the Member Agency’s Revenue Requirement (see Table 8 —
Total Collection Rate Adjustment).

4.B Pass-Through Costs
The pass-through costs are the following:

1. Disposal and processing expense — Disposal and processing expenses are based on projected tonnage
and estimated 2021 tip fees at the Shoreway Environmental Center. Tonnage assumptions were
provided to Member Agencies on July 23 for review.

2. Franchise fee — Franchise and other Member Agency fees and programs. Fee assumptions used for
2021 were provided by Member Agencies on July 23.

4.C Cost Variance from 2020 to 2021
The Cost Variance Analysis (Table 7) has been excluded from this Amended Final Report, as the analysis

does not provide a true representation of the rate impact due to the City of Belmont’s unique compensation
methodology.

Table 7
Recology and Other Pass-Through Costs Variance and Rate Adjustment

The Cost Variance Analysis (Table 7) has been excluded from this Amended Final Report, as the analysis
does not provide a true representation of the rate impact due to the City of Belmont’s unique compensation
methodology.

October 8, 2020 SBWMA Amended Final Report Reviewing the 2020 Recology Compensation Application
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4.D

Total Recommended Rate Adjustment

The SBWMA is responsible for compiling all the components that make up the recommended rate
adjustment for 2021 and are summarized in Table 8. The amounts shown in Table 8 reflect estimated
balances at December 31, 2021 before any 2021 Member Agency solid waste rate adjustments are applied.
The purpose of this table is to assist Member Agencies with determining their rate adjustment(s) for 2021.
The Total Rate Adjustment Percentage (line F.3) is derived from comparing the 2021 base revenue at 2020
rates on line A.1 to the total cumulative revenue requirement (line F.1) which in total results in a shortfall
balance (line F.2) and the recommended rate adjustment (line F.3). All prior year’s surplus/shortfall
balances are net of payments to/from Member Agencies and Recology. The following provides an
explanation of the sections in Table 8.

Section A — This section provides the estimated 2021 Collection Revenue using 2020 rates (A.1),
the 2021 Total Recology Compensation (A.2) and Pass-Through Expenses (A.6) used to
determine the 2021 Revenue Requirement (A.7), the estimated 2021 Surplus/Shortfall balance
with Recology (A.8), Agency Fees on shortfalls (A.9), and the Rate Adjustment Percentage
(A.10). The overall SBWMA rate adjustment is a 4.3% increase; however, each Member Agency
has a different adjustment percentage.

Section B — This section provides the results of the 2019 Recology Revenue Reconciliation
surplus/shortfall, including 2017 close out, that must be added to the 2021 rate adjustment.

Section C - This section provides the 2021 Required Rate Adjustment which is the sum of
sections A and B.

Section D — This section provides the “2020 Estimated Surplus/Shortfall” balance with Recology
(D.1), the final 2018 surplus/shortfall (D.2) and the associated Agency Fees on any net estimated
shortfall (D.4).

Section E — This section includes an adjustment for Belmont’s unique agreement with Recology.

Section F — This section provides the “Cumulative Revenue Requirement” (F.1) and the
cumulative surplus (F.2) which includes the results of Sections C, D and E.

The overall SBWMA recommended rate adjustment is on line (F.3). Each Member Agency is
obligated to set rates to generate its respective revenue needed as denoted in Section F.

October 8, 2020 SBWMA Amended Final Report Reviewing the 2020 Recology Compensation Application
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Table 8 — Total Collection Rate Adjustment (Part 1 of 2)

SBWMA
TOTAL COLLECTION RATE ADJUSTMENT BY MEMBER AGENCY
as of 10/08/2020 2021 Rate Year
Total ‘ Atherton | Belmont * Burlingame |East Palo Alto| Foster City ‘ Hillsborough | Menlo Park
A. 2021 RATE YEAR
A.1 2021 Collection Revenue @ 2020 Rates $113,603,581 $3,219,879 $7,403,489 $11,257,983 $5,382,492 $6,360,355 $3,221,054 $12,078,104
A2 Total Recology Compensation $65,662,841 $1,612,762 | $4,105136 | $6,417,246 | $2,782,697 | $3,961,352 | $2,049577 | $6,894,201
A3 Pass-Through Costs
A4 Disposal & Processing Fees $36,415,179 $1,328,073 $1,732,663 $3,621,810 $2,231,632 $2,168,526 $1,200,434 $3,976,267
A5 Agency Franchise Fees $16,152,520 $331,060 $2,051,120 $1,874,459 $642,907 $402,221 $295,220 $2,007,410
A6 Total Pass-Through Costs $52,567,700 $1,659,133 $3,783,783 $5,496,270 $2,874,539 $2,570,747 $1,495,654 $5,983,677
A7 2021 Revenue Requirement $118,230,540 $3,271,895 | $7,888,919 [ $11,013,516 | $5,657,235 $6,532,098 $3,545,231 | $12,877,877
A8 2021 Estimated Rate Adjustment from 2020 Rates (A.1 - A.7) ($4,626,959) ($52,016) ($485,430) ($655,533) ($274,743) ($171,743) ($324,178) ($799,774)
A9 Agency Fees on A.8 ($405,999) ($5,202) ($91,775) ($26,232) ($8,587) ($32,418) ($108,769)
A10 Rate Adjustment Percentage
(Associated with 2021 estimated Surplus/Shortfall) 4.7% 1.8% 6.6% 6.6% 5.6% 2.8% 11.1% 7.5%
See Appendix D - Rate Variance Analysis for detail.
B. 2019 Final Surplus/(Shortfall)
B.1 Surplus/(Shortfall) 2019 FINAL (incl. Interest) $3,229,828 $57,124 $148,378 $307,175 $309,418
B.2 Agency Fees on B.1 Shortfall
B.3 Rate Adjustment Percentage
(Associated with 2019 Final Surplus/Shortfall) -3.0% -1.1% -2.3% -9.5% -2.6%
C. 2021 REQUIRED REVENUE ADJUSTMENT ($1,803,131)
c1 Cumulative Revenue Requirement (A.7-A.9-B.1-B.2) $115,406,712 $3,277,096 $7,888,919 $12,005,290 $5,626,344 $6,392,308 $3,270,474 $12,677,229
C.2  subtotal Estimated Rate Adjustment (A.1 - C.1) ($1,803,131) ($57,218) ($485,430) ($747,308) ($243,852) ($31,952) ($49,420) ($599,125)
C.3 Rate Adjustment Percentage (C.2/ A.1) 1.6% 1.8% 6.6% 4.5% 0.5% 1.5% 5.0%
D. 2020 Estimated Surplus/(Shortfall)
D.1 surplus/(Shortfall), 2020 estimated $4,627,302 $387,665 $267,765 $11,226 $293,681 ($261,605) ($61,622)
D.2  Surplus/(Shortfall) 2018 FINAL (incl. Interest) $1,843,371 $118,513 $188,516 $512,679 $317,600
D.3 Net Estimated 2020 Surplus/Shortfall $6,470,673 $387,665 $267,765 $129,739 $482,197 $251,074 $255,978
D.4 Agency Fees on D.3 Estimated Shortfall
D.5 Rate Adjustment Percentage
(Associated with 2020 Estimated Surplus/Shortfall) -6.1% -12.0% -2.4% -2.4% -7.6% -7.8% -2.1%
E. Adjustments
E1l Miscellaneous Adjustment/Payment
F. TOTAL RATE IMPACT
F.1 Cumulative Revenue Requirement (C.1-D.3+E.1) $108,936,039 $2,889,431 $7,888,919 $11,737,526 $5,496,605 $5,910,110 $3,019,399 $12,421,251
F.2  Total Estimated Rate Adjustment (A.1 - F.1) $4,667,542 $330,447 ($485,430) ($479,543) ($114,112) $450,245 $201,654 ($343,147)
F.3 Total Rate Adjustment Percentage (F.2/A.1) -4.1% -10.3% 6.6% 4.3% 2.1% -7.1% -6.3% 2.8%
* Proposed contractor compensation and rates are per Article 11 of Belmont's Franchise Agreement, as are 2020 and 2021 Estimated Revenue Requirements
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Table 8 — Total Collection Rate Adjustment (Part 2 of 2)

SBWMA
TOTAL COLLECTION RATE ADJUSTMENT BY MEMBER AGENCY
as of 10/08/2020 2021 Rate Year
North Fair Unincorporated
Oaks Redwood City| San Carlos San Mateo West Bay County - Total
A. 2021 RATE YEAR
A.1 2021 Collection Revenue @ 2020 Rates $3,238,839 $21,386,468 $9,299,907 $25,365,787 $1,771,433 $3,617,793
A2 Total Recology Compensation $2,023,225 | $11,701,064 | $5906,082 | $14,629,993 | $1,107,810 $2,471,697
A3 Pass-Through Costs
A4 Disposal & Processing Fees $1,141,053 $6,820,322 $2,713,626 $7,793,420 $545,437 $1,141,918
A5 Agency Franchise Fees $151,112 $2,975,656 $1,238,935 $3,909,796 $101,430 $171,193
A6 Total Pass-Through Costs $1,202,165 | $9,795,978 | $3,952,561 | $11,703,215 | $646,867 $1,313,111
A7 2021 Revenue Requirement $3,315,390 | $21,497,042 | $9,858,643 | $26,333,209 | $1,754,676 $3,784,808
A8 2021 Estimated Rate Adjustment from 2020 Rates (A.1 - A.7) ($76,551) ($110,574) ($558,736) (8967,421) $16,756 ($167,015)
A9 Agency Fees on A.8 Shortfall ($3,828) ($15,093) ($67,048) ($38,697) ($8,351)
A10 Rate Adjustment Percentage
(Associated with 2018 estimated Surplus/Shortfall) 2.5% 0.6% 6.7% 4.0% -0.9% 4.8%
See Appendix D - Rate Variance Analysis for detail.
B. 2019 Final Surplus/(Shortfall)
B.1 Surplus/(Shortfall) 2019 FINAL (incl. Interest) $186,576 $117,943 $163,382 $1,382,278 $136,383 $421,171
B.2 Agency Fees on B.1 Shortfall
B.3 Rate Adjustment Percentage
(Associated with 2019 Final Surplus/Shortfall) -5.8% -0.6% -1.8% -5.4% -1.7% -11.6%
C. 2021 REQUIRED REVENUE ADJUSTMENT
C.1  cumulative Revenue Requirement (A.7-A.9-B.1-B.2) $3,132,642 | $21,394,193 | $9,762,309 | $24,989,627 | $1,618,293 $3,371,988
C.2  subtotal Surplus/(Shortfall) (A.1 - C.1) $106,197 ($7,725) ($462,403) $376,160 $153,139 $245,805
C.3 Rate Adjustment Percentage (C.2/ A.1) -3.3% 0.0% 5.0% -1.5% -8.6% -6.8%
D. 2020 Estimated Surplus/(Shortfall)
D.1 surplus/(Shortfall), 2020 estimated $295,802 $1,773,735 $371,047 $1,325,197 $147,320 $77,092
D.2 Surplus/(Shortfall) 2018 FINAL (incl. Interest) $170,430 ($68,556) $489,857 $10,639 $86,117 $17,576
D.3 Net Estimated 2020 Surplus/Shortfall $466,232 $1,705,179 $860,904 $1,335,836 $233,437 $94,668
D.4 Agency Fees on D.3 Estimated Shortfall
D5 Rate Adjustment Percentage
(Associated with 2020 Estimated Surplus/Shortfall) -14.4% -8.0% -9.3% -5.3% -13.2% -2.6%
E. Adjustments

E.1  Mmiscellaneous Adjustment/Payment

F. TOTAL RATE IMPACT
F.1  cumulative Revenue Requirement (C.1-D.3+E.1) $2,666,410 | $19,689,014 | $8,901,405 | $23,653,792 | $1,384,856 $3,277,320
F.2  Total Estimated Rate Adjustment (A.1- F.1) $572,429 $1,697,454 $398,502 $1,711,995 $386,576 $340,472
October 8, F.3  Total Rate Adjustment Percentage (F.2/ A.1) -17.7% -7.9% -4.3% -6.7% -21.8% -9.4%
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SECTION 5 CONCLUSION

The SBWMA'’s review of the 2021 Recology Compensation Application results in the recommendation to
increase the 2021 compensation to Recology (i.e., Total Contractor’s Compensation) by 10.3% from the
approved 2020 compensation, as provided in Tables 2, 3, 5, 6, and 8 of this Amended Final Report, and

Tables A, B and E in Recology’s Application.

The Member Agency detail report can be found in the Recology Application — Section 4, Attachment N:
Cost Adjustment Calculations in Total and by Member Agency.

October 8, 2020 SBWMA Amended Final Report Reviewing the 2020 Recology Compensation Application
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SBWMA
TOTAL COLLECTION RATE ADJUSTMENT BY MEMBER AGENCY
as of 10/08/2020 2021 Rate Year
Total Atherton Belmont * Burlingame | East Palo Alto| Foster City | Hillsborough | Menlo Park
A. 2021 RATE YEAR
A.1 2021 Collection Revenue @ 2020 Rates $113,603,581 $3,219,879 $7,403,489 $11,257,983 $5,382,492 $6,360,355 $3,221,054 $12,078,104
A.2  Total Recology Compensation $65,662,841 $1,612,762 $4,105,136 $6,417,246 $2,782,697 $3,961,352 $2,049,577 $6,894,201
A3 Pass-Through Costs
A4 Disposal & Processing Fees $36,415,179 $1,328,073 $1,732,663 $3,621,810 $2,231,632 $2,168,526 $1,200,434 $3,976,267
A5 Agency Franchise Fees $16,152,520 $331,060 $2,051,120 $1,874,459 $642,907 $402,221 $295,220 $2,007,410
A.6  Total Pass-Through Costs $52,567,700 $1,659,133 $3,783,783 $5,496,270 $2,874,539 $2,570,747 $1,495,654 $5,983,677
A.7 2021 Revenue Requirement $118,230,540 $3,271,895 $7,888,919 | $11,913,516 | $5,657,235 $6,532,098 $3,545,231 | $12,877,877
A.8 2021 Estimated Rate Adjustment from 2020 Rates (A.1 - A.7) ($4,626,959) ($52,016) ($485,430) ($655,533) ($274,743) ($171,743) ($324,178) ($799,774)
A.9  Agency Fees on A.8 ($405,999) ($5,202) ($91,775) ($26,232) ($8,587) ($32,418) ($108,769)
A0 Rate Adjustment Percentage
(Associated with 2021 estimated Surplus/Shortfall) 4.7% 1.8% 6.6% 6.6% 5.6% 2.8% 11.1% 7.5%
See Appendix D - Rate Variance Analysis for detail.
B. 2019 Final Surplus/(Shortfall)
B.1 Surplus/(Shortfall) 2019 FINAL (incl. Interest) $3,229,828 $57,124 $148,378 $307,175 $309,418
B.2 Agency Fees on B.1 Shortfall
B.3 Rate Adjustment Percentage
i (Associated with 2019 Final Surplus/Shortfall) -3.0% -1.1% -2.3% -9.5% -2.6%
C. 2021 REQUIRED REVENUE ADJUSTMENT ($1,803,131)
cA1 Cumulative Revenue Requirement (A.7-A.9-B.1-B.2) $115,406,712 $3,277,096 $7,888,919 $12,005,290 $5,626,344 $6,392,308 $3,270,474 $12,677,229
C.2  Subtotal Estimated Rate Adjustment (A.1 - C.1) ($1,803,131) ($57,218) ($485,430) ($747,308) ($243,852) ($31,952) ($49,420) ($599,125)
Cc.3 Rate Adjustment Percentage (C.2/A.1) 1.6% 1.8% 6.6% 4.5% 0.5% 1.5% 5.0%
D. 2020 Estimated Surplus/(Shortfall)
D.1  Surplus/(Shortfall), 2020 estimated $4,627,302 $387,665 $267,765 $11,226 $293,681 ($261,605) ($61,622)
D.2  Surplus/(Shortfall) 2018 FINAL (incl. Interest) $1,843,371 $118,513 $188,516 $512,679 $317,600
D.3 Net Estimated 2020 Surplus/Shortfall $6,470,673 $387,665 $267,765 $129,739 $482,197 $251,074 $255,978
D.4 Agency Fees on D.3 Estimated Shortfall
D.5 Rate Adjustment Percentage
(Associated with 2020 Estimated Surplus/Shortfall) -6.1% -12.0% -2.4% -2.4% -7.6% -7.8% -2.1%
E. Adjustments
E.1 Miscellaneous Adjustment/Payment
F. TOTAL RATE IMPACT
F.1 Cumulative Revenue Requirement (C.1-D.3+E.1) $108,936,039 $2,889,431 $7,888,919 $11,737,526 $5,496,605 $5,910,110 $3,019,399 $12,421,251
F.2  Total Estimated Rate Adjustment (A.1 - F.1) $4,667,542 $330,447 ($485,430) ($479,543) ($114,112) $450,245 $201,654 ($343,147)
F.3 Total Rate Adjustment Percentage (F.2/ A.1) -4.1% -10.3% 6.6% 4.3% 2.1% -7.1% -6.3% 2.8%
* Proposed contractor compensation and rates are per Article 11 of Belmont's Franchise Agreement, as are 2020 and 2021 Estimated Revenue Requirements
Attachment A - Table 8 10/8/2020
Page 1 of 2 12:53 PM
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SBWMA
TOTAL COLLECTION RATE ADJUSTMENT BY MEMBER AGENCY
as of 10/08/2020 2021 Rate Year
North Fair Unincorporated
Oaks Redwood City | San Carlos San Mateo West Bay County - Total
A. 2021 RATE YEAR
A.1 2021 Collection Revenue @ 2020 Rates $3,238,839 $21,386,468 $9,299,907 $25,365,787 $1,771,433 $3,617,793
A2 Total Recology Compensation $2,023,225 | $11,701,064 | $5,906,082 $14,629,993 | $1,107,810 $2,471,697
A3 Pass-Through Costs
A4 Disposal & Processing Fees $1,141,053 $6,820,322 $2,713,626 $7,793,420 $545,437 $1,141,918
A5 Agency Franchise Fees $151,112 $2,975,656 $1,238,935 $3,909,796 $101,430 $171,193
A.6 Total Pass-Through Costs $1,292,165 $9,795,978 $3,952,561 $11,703,215 $646,867 $1,313,111
A.7 2021 Revenue Requirement $3,315,390 | $21,497,042 | $9,858,643 | $26,333,209 | $1,754,676 $3,784,808
A.8 2021 Estimated Rate Adjustment from 2020 Rates (A.1 - A.7) ($76,551) ($110,574) ($558,736) ($967,421) $16,756 ($167,015)
A.9  Agency Fees on A.8 Shortfall ($3,828) ($15,093) ($67,048) ($38,697) ($8,351)
A.10 Rate Adjustment Percentage
(Associated with 2018 estimated Surplus/Shortfall) 2.5% 0.6% 6.7% 4.0% -0.9% 4.8%
See Appendix D - Rate Variance Analysis for detail.
B. 2019 Final Surplus/(Shortfall)
B.1 Surplus/(Shortfall) 2019 FINAL (incl. Interest) $186,576 $117,943 $163,382 $1,382,278 $136,383 $421,171
B.2 Agency Fees on B.1 Shortfall
B.3 Rate Adjustment Percentage
) (Associated with 2019 Final Surplus/Shortfall) -5.8% -0.6% -1.8% -5.4% -1.7% -11.6%
C. 2021 REQUIRED REVENUE ADJUSTMENT
cA Cumulative Revenue Requirement (A.7-A.9-B.1-B.2) $3,132,642 $21,394,193 $9,762,309 $24,989,627 $1,618,293 $3,371,988
C.2  Subtotal Surplus/(Shortfall) (A.1 - C.1) $106,197 ($7,725) ($462,403) $376,160 $153,139 $245,805
Cc.3 Rate Adjustment Percentage (C.2 / A.1) -3.3% 0.0% 5.0% -1.5% -8.6% -6.8%
D. 2020 Estimated Surplus/(Shortfall)
D.1  Surplus/(Shortfall), 2020 estimated $295,802 $1,773,735 $371,047 $1,325,197 $147,320 $77,092
D.2  Surplus/(Shortfall) 2018 FINAL (incl. Interest) $170,430 ($68,556) $489,857 $10,639 $86,117 $17,576
D.3 Net Estimated 2020 Surplus/Shortfall $466,232 $1,705,179 $860,904 $1,335,836 $233,437 $94,668
D.4 Agency Fees on D.3 Estimated Shortfall
D.5 Rate Adjustment Percentage
(Associated with 2020 Estimated Surplus/Shortfall) -14.4% -8.0% -9.3% -5.3% -13.2% -2.6%
E. Adjustments
E.1 Miscellaneous Adjustment/Payment
F. TOTAL RATE IMPACT
F.1 Cumulative Revenue Requirement (C.1-D.3+E.1) $2,666,410 $19,689,014 $8,901,405 $23,653,792 $1,384,856 $3,277,320
F.2 Total Estimated Rate Adjustment (A.1 - F.1) $572,429 $1,697,454 $398,502 $1,711,995 $386,576 $340,472
F.3 Total Rate Adjustment Percentage (F.2/ A.1) A7.7% -7.9% -4.3% -6.7% -21.8% -9.4%
Attachment A - Table 8 10/8/2020
Page 2 of 2 12:53 PM
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STAFF REPORT

To: SBWMA Board Members

From: Joe La Mariana, Executive Director
John Mangini, Senior Finance Manager

Date: September 24, 2020 Board of Directors Meeting

Subject: SBWMA Final Report Reviewing the 2021 Recology San Mateo County Compensation
Application

Recommendation

It is recommended that the SBWMA Board of Directors approve Resolution No. 2020-37 attached hereto
authorizing the following actions:

Approve the SBWMA Final Report Reviewing the 2021 Recology San Mateo County (Recology) Compensation
Application (Exhibit A - Final Report) which delineates the recommended base Total Contractor's Compensation
due to Recology for 2021 of $65,774,515.

Summary
The Recology Compensation Application for 2021 has been thoroughly reviewed by SBWMA staff to ensure that

the proscribed process as delineated in the Collection Agreement is being followed, and for mathematical and
formulaic accuracy. The result is a recommended 10.5% increase in Recology’s compensation for 2021.

Analysis

The SBWMA Draft Report Reviewing the 2021 Recology Compensation Application issued to the TAC and Board
on August 10, 2020 addresses Recology’s compensation due for 2021 and the Total Revenue Requirement for
our 12 member agencies to meet their contractual obligations. The Member Agencies are contractually obligated
to set rates to generate revenue to match the 2021 Total Revenue Requirement. Any shortfall in net revenue to
Recology may result in an interest payment to Recology in the subsequent rate year (e.g., 2020 final surplus or
shortfall is determined in 2021 and included in 2022 revenue requirement). NOTE: Interest only applies if Member
Agencies fail to set rates to match the total annual revenue requirement.

The Member Agencies were requested to submit comments on the Draft Report back to the SBWMA by August
27. The Draft Report has been revised based on the feedback received from the Member Agencies and the Final
Report was issued to the Board on September 18, 2020, for the Board’s consideration at the September 24, 2020
Board of Director's meeting.

SBWMA Review of 2021 Recology Compensation Application

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 Eleven (i.e., 2021) compensation results in Total 2021 Contractor's Compensation of
$65,774,515, which is an increase of $6,253,291 (10.5% increase from prior year) due primarily to the following:
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e Commencement of the 2021 Negotiated Base Compensation in the Restated and Amended
Franchise Agreements of each Member Agency.

e The New Recology Restated and Amended Agreement compensation increase methodology based on CPI
indices and service levels. Fuel index is the only index applicable to the 2021 compensation increase per
each Member Agency’s Restated and Amended Franchise Agreements.

e 2019 revenue reconciliation of surplus/shortfall and interest payments due to/from Recology (Table H in
Recology Application).

e Performance Incentive/Disincentive payment to Recology of $159,587 (Table F in Recology Application).

e Overall, 10.5% Total Compensation increase including a fuel index decrease of 18.1%

Recology’s 2021 compensation is compared to 2020 in Table 1 below.

Table 1
) Recology Compensation
Total Contractor's Compensation
2020 Cost 2021 Cost Change %
Base Compensation $59,494,689 | $65,614,926 | $6,120,237 | 10.3%
Incentives / Disincentives $26,535 $159,587 | $ 133,052 | 501.4%
Total Contractor's Compensation |$59,521,224 | $65,774,515 | $6,253,291 | 10.5%

The adjustments to compensation for 2021 represent an increase in the total net compensation of 10.5% or
$6,253,291 from 2020. The results of the adjustment process are detailed by expense category in Table 3 of the
Final Report. Table 4 of the Final Report illustrates the CPI and Service Level Adjustments from the Negotiated
2021 Base Compensation.

Rate Setting and Approval Process

This SBWMA Report and recommendation is to determine the compensation owed to Recology for collection
services in 2021. This Report also provides Table 8 (Attachment A) which establishes the final Revenue
Requirement that will be used as the basis for recommending the 2021 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 as well as prior year surplus/shortfall balances owed to/from the Member Agency and
Recology.

Article 11 of the Restated and Amended 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, 2021, and net revenues billed by
Recology in 2021 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
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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.

In 2017, the SBWMA and its Member Agencies initiated negotiations with Recology to amend the Collection
Agreements and extend the term, which resulted in Recology and the Member Agencies executing Restated and
Amended Franchise Agreements (“Agreements”) for Collection Services commencing January 1, 2021. The annual
compensation adjustment process to Member Agencies is prescribed in Article 11 and Attachment K of the Restated
and Amended Franchise Agreements. Attachment K explains the detailed process and specific rules used to adjust
the various cost categories and the allocation of costs to the Member Agencies. The tables that comprise
Attachment N are used to calculate the specific cost adjustments prescribed in Attachment K.

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.

Note Regarding Town of Atherton’s Pending Withdrawal from the SBWMA

The Town of Atherton did not sign the Restated and Amended Franchise Agreement with Recology, rather it is
going through the JPA Agreement process to withdraw from membership in the Authority, effective December 31,
2020. On August 20, 2020, the SBWMA Board determined that Atherton is required to pay approximately $2.2
Million to liquidate its proportional share of liabilities prior to exiting on December 31, 2020. At a meeting held on
September 16, 2020, the Town Council of Atherton agreed to pay the liquidation costs determined by the Board,
and voted to go forward with the withdrawal. The next step in the process, as required by the JPA Agreement, is
for Atherton to obtain the approval to withdraw from four-fifths (4/5s) of the Member Agencies (which means
approval by at least 9 of the remaining Members since Atherton has already consented). This must occur before
December 31, 2020. While the Board has recommended to the Member Agencies that they approve Atherton’s
request to withdraw, provided they pay the above referenced costs prior to December 31, 2020, the withdrawal
will not be effective unless and until 9 more of the Member Agencies have approved it.

According to the Final Report, the recommended total Recology compensation for 2021 is $65,774,515;
Atherton’s assigned portion of that total is $1,612,762. If Atherton completes its withdrawal from SBWMA,
Recology would no longer provide services to Atherton, and as a result, that part of Recology’s total compensation
attributable to Atherton would be rendered null and void, and the compensation amount would be reduced to
$64,161,753 without the need for further action.

On September 8, 2020, Recology sent a letter to SBWMA stating that if Atherton withdraws from the Authority, it
believes the remaining Member Agencies would be responsible for a portion of Atherton’s share of the
compensation: the Allocated Indirect Costs, including profit, assigned to Atherton in the Final Report, which
Recology states equal $386,451. Recology would like this amount to be proportionally reallocated amongst the
remaining Members based on the methodology used to determine their proportionate share of indirect costs.
Under this method, according to Recology, percentage changes to the remaining Members resulting from the
reallocation would range from 0.24% to 0.56%. (the Recology letter and calculations are attached as Attachment
C)

Staff has reviewed Recology’s letter and the model franchise agreement, and does not agree that the agreement
requires the remaining Members to assume Atherton’s Allocated Indirect Costs in the event Atherton withdraws.
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Each Member Agency has a separate franchise agreement with Recology, which, under its terms, became
binding and effective between the parties as of the date two-thirds (8) of the Member Agencies approved and
signed the agreement. The Final Report assigns an individualized total compensation amount due to Recology
from each Member Agency; there is no contractual mechanism requiring one Member Agency to compensate
Recology for another Member Agency’s failure to meet that compensation amount, or to assume the obligations
that a withdrawn Member Agency may have had to Recology had it not withdrawn.

Fiscal Impact

Variance Analysis

Rate revenue from the total SBWMA Member Agencies is calculated to require a weighted average decrease of
4.5% (Attachment A, Table 8, row F.3) for 2021 rates to cover the Total Revenue Requirement for the Recology
cost, pass through costs, and the prior year's revenue reconciliation surplus/shortfall. Tables comparing 2021
costs to 2020 costs and showing the components of the 2021 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.

NEW CHANGE in 2021: Recology’s Service Level Adjustment by Member Agency

The annual compensation adjustment process to Member Agencies is prescribed in Article 11 and Attachment K of
the Restated and Amended Franchise Agreements. Attachment K explains the detailed process and specific rules
used to adjust the various cost categories and the allocation of costs to the Member Agencies. The tables that
comprise Attachment N are used to calculate the specific cost adjustments prescribed in Attachment K.

The 2021 Recology Compensation Application adjusts Attachment N costs by applying the April 2016 to April 2020
change for CPI-U Motor Fuel index to the Direct Fuel Costs. No other index-based adjustments are called for 2021.
Next, service level adjustments are applied to: Direct Labor Related Costs; Direct Fuel Costs; and Other Direct
Costs. For Rate Year 2021, the Single-Family lines of business service level adjustments are 75% of the percentage
change in the rolling three-year average number of Solid Waste accounts in each Member Agency. In Rate Year
2021, 75% of the change in service levels for Commercial lines of business, lifts shall be used rather than accounts;
and, for Drop Box lines of business, pulls shall be used rather than accounts.

Per section 7.12 of the Franchise Agreements, Recology conducted its Annual Route Assessment over a four-week
period in 2020. The assessment is intended to annually confirm and update Recology’s data related to customer
accounts, service levels and operations, including, but not limited to: (1) number of Accounts, (2) Bin and Cart lifts,
and (3) Drop Box pulls to be used as the basis for the rolling three-year Service Level Adjustment. Recology
submitted its 2021 Compensation Adjustment Application using the Assessment four-week period from
February/March (for commercial lifts) rather than the usual four-week period from April/May due to the San Mateo
County shelter-in-place order. The SBWMA questioned this change citing that February/March was not a
reasonable representation of the go forward economic conditions. In response, Recology suggested using the four
week period from June/July for the Annual Route Assessment, reasoning that this period is more representative of
the go forward conditions rather than the lockdown period of shelter-in-place during April/May. The SBWMA
concurred with this reasoning and is recommending Recology’s 2021 Compensation utilizing the June/July Route
Assessment period for the commercial lifts Service Level Adjustment, which reduces Recology’'s 2021
compensation by $242,812 from the Recology 2021 Compensation Application submitted to the SBWMA on July
17, 2020.
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Total Collection Rate Adjustment
The total rate adjustment is provided in Table 8 (Attachment A). This table presents the Total Collection Rate
Adjustment from all sources that impact rates by Member Agency, as follows:

Section A - This section provides the estimated 2021 Collection Revenue using 2020 rates (A.1), the

2021 Total Recology Compensation (A.2) and Pass-Through Expenses (A.6) used to determine the 2021
Revenue Requirement (A.7), the estimated 2021 Surplus/Shortfall balance with Recology (A.8), Agency
Fees on shortfalls (A.9), and the Rate Adjustment Percentage (A.10). The overall SBWMA rate
adjustment is a 4.5% increase; however, each Member Agency has a different adjustment percentage.

Section B — This section provides the results of the 2019 Recology Revenue Reconciliation
surplus/shortfall that must be added to the 2021 rate adjustment.

Section C - This section provides the cumulative 2021 Required Rate Adjustment which is the sum of
sections A and B.

Section D — This section provides the “2020 estimated surplus/(shortfall)” balance with Recology (D.1),
including the adjusted 2018 surplus/shortfall (D.2) and the associated Agency Fees on any net estimated
shortfall (D.4). The 2020 Revenue Reconciliation will be finalized in 2022, similar to how the 2019
Revenue Reconciliation was finalized in 2021.

Section E - This section includes an adjustment for Belmont's unique agreement with Recology.
Section F — This section provides the “Cumulative Revenue Requirement” (F.1) and the cumulative

surplus (F.2), which includes the result of Sections C, D and E. The overall SBWMA recommended
rate adjustment is on line (F.3).

Attachments:
Resolution 2020-37

Exhibit A — SBWMA Final Report Reviewing the 2021 Recology San Mateo County Compensation —
Available online only at www.rethinkwaste.org

Attachment A - Table 8 (from the September 17, 2020 SBWMA Final Report Reviewing the 2021 Recology
San Mateo County Compensation Application).

Attachment B — Member Agency Refunds from Recology for Surpluses and Payments to Recology for
Shortfalls

Attachment C — Recology Letter
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https://rethinkwaste.org/wp-content/uploads/2020/09/9_A_EXHIBIT-A-SBWMA-Final-Report-Reviewing-Recology-2021-Comp-App.pdf
https://rethinkwaste.org/wp-content/uploads/2020/09/9_A_EXHIBIT-A-SBWMA-Final-Report-Reviewing-Recology-2021-Comp-App.pdf
https://rethinkwaste.org/wp-content/uploads/2020/09/9_A_EXHIBIT-A-SBWMA-Final-Report-Reviewing-Recology-2021-Comp-App.pdf
https://rethinkwaste.org/wp-content/uploads/2020/09/9_A_EXHIBIT-A-SBWMA-Final-Report-Reviewing-Recology-2021-Comp-App.pdf
https://rethinkwaste.org/wp-content/uploads/2020/09/9_A_EXHIBIT-A-SBWMA-Final-Report-Reviewing-Recology-2021-Comp-App.pdf
https://rethinkwaste.org/wp-content/uploads/2020/09/9_A_EXHIBIT-A-SBWMA-Final-Report-Reviewing-Recology-2021-Comp-App.pdf
https://rethinkwaste.org/wp-content/uploads/2020/09/9_A_EXHIBIT-A-SBWMA-Final-Report-Reviewing-Recology-2021-Comp-App.pdf
https://rethinkwaste.org/wp-content/uploads/2020/09/9_A_EXHIBIT-A-SBWMA-Final-Report-Reviewing-Recology-2021-Comp-App.pdf

RESOLUTION NO. 2020-37

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS
APPROVING THE RECOLOGY SAN MATEO COUNTY 2021 COMPENSATION
APPLICATION AT THE FINAL SBWMA REPORT

WHEREAS, On February 28, 2013, the South Bayside Waste Management Authority (SBWMA) Board of
Directors approved modifications to the schedule prescribed in the Member Agencies Franchise Agreements for
Collection of Recyclable Materials, Organic Materials and Solid Waste with Recology San Mateo County
(Recology) specifying that the SBWMA Board of Directors’ was required to submit comments, questions and
concerns on the Draft Report to the SBMWA by August 30 each year; and,

WHEREAS, The SBWMA prepared and issued to the SBWMA Board of Directors on August 10, 2020 the
SBWMA Draft Report Reviewing the 2021 Recology Compensation Application (Report); and,

WHEREAS, The Draft Report issued by the SBWMA on August 10, 2020 was updated based on
feedback from Member Agencies and the SBWMA subsequently issued the Final Report (Exhibit A) to the Board
of Directors on September 18, 2020; and,

WHEREAS, The Final Report recommends a 10.5% increase in the total contractor’s compensation when
compared to the 2020 compensation approved by the SBWMA Board of Director's on September 26, 2019 per
Resolution No. 2019-51. The total 2021 Recology contractor's compensation is $65,774,515.

NOW, THEREFORE BE IT RESOLVED that the South Bayside Waste Management Authority hereby
approves:
1. The SBWMA Final Report Reviewing the 2021 Recology San Mateo County Compensation Application.
PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority,
County of San Mateo, State of California on the 24th day of September, 2020, 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. 2020-37 was duly and regularly adopted at a regular meeting
of the South Bayside Waste Management Authority on September 24, 2020.
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ATTEST:

Jess E (Jay) Benton, Chairperson of SBWMA

Cyndi Urman, Board Secretary
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STAFF REPORT

To: SBWMA Board and TAC Members

From: Joe La Mariana, Executive Director

Date: October 15, 2020 SBWMA Board/TAC Study Session
Subject: SB 1383 Compliance Planning Update

Recommendation
This staff report is for discussion purposes only and no formal action is requested of the Board or Technical
Advisory Committee (TAC).

Summary
In September 2016, SB 1383 (Lara, Chapter 395, Statutes of 2016) established State-wide methane emissions

reduction targets in an effort to reduce emissions of short-lived climate pollutants in various sectors of California’s
economy. It includes State-wide goals to reduce the disposal of organic waste and recover edible food for human
consumption. To accomplish these State-wide goals, SB 1383 regulations, which are in draft form and anticipated
to be finalized in late 2020, include prescriptive requirements for jurisdictions related to recycling and organics
collection, inspection, and enforcement policies and programs and edible food recovery. The SBWMA and its
Member Agencies need to comply with nearly all SB 1383 requirements by January 1, 2022 with the most
significant exception that enforcement actions do not need to commence until January 1, 2024.

The purpose of this report is to provide the Board and TAC with an update on the SBWMA'’s SB 1383 compliance
planning efforts; present preliminary cost estimates and annual revenue requirement impacts for compliance; and
respond to questions. In June 2019, SBWMA initiated efforts to develop an Action Plan for SB 1383 compliance. It
engaged HF&H Consultants, LLC (HF&H) to identify compliance gaps, consider compliance options, and prepare
a compliance plan and planning-level cost estimate. At the November 7, 2019 Board/Technical Advisory
Committee (TAC) Joint Study Session, a preliminary compliance plan was presented, and input was obtained to
further shape the compliance plan. At the January 14, 2020 Finance Committee, HF&H presented additional
information on the planning-level compliance cost estimates and staffing projections; and, Finance Committee
members gained better understanding of the potential cost impacts of compliance with SB 1383. No significant
changes have been made to the SB 1383 compliance plan since that time, with the exception of identification of
electricity procurement as an option for compliance with the organic waste product procurement requirements and
adjustment of related procurement costs. This review of the SB 1383 compliance plan comes in advance of a
request for Board approval of the plan at the November 19, 2020 meeting.

Analysis
The SBWMA has a robust set of collection programs and policies in place; however, SB 1383 will require a

significant effort by the SBWMA and to some extent the Member Agencies to expand current programs, adopt
new policies, and implement new programs to achieve SB 1383 compliance. The attached SB 1383 Informational
Report (Exhibit A) highlights the key SB 1383 compliance areas and the anticipated policy and program changes
for the SBWMA. The SB 1383 Informational Report has been updated to reflect input received from the
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Board/TAC members during the November 7, 2019 Board/TAC Joint Study Session. The final SB 1383
Compliance Plan will reflect input provided by the Board/TAC at today’s meeting and any final regulatory changes.

At the November 7, 2019 Board/TAC Joint Study Session, HF&H presented some compliance options and
received input from the Board/TAC members. Based on that input, HF&H updated its planning-level SB 1383
compliance cost and staffing estimates, summarized key cost variables, and prepared a cash flow projection. In
addition, HF&H prepared a planning-level cost and staffing estimate for Member Agencies’ SB 1383 enforcement
program. Highlights of the analysis are presented below.

1. Collection and Processing Approach. Under SB 1383, jurisdictions must provide organics collection and
processing programs that meet specific requirements prescribed by SB 1383. SB 1383 identifies several
different pathways for compliance. HF&H presented three collection and processing compliance options at the
November 7, 2019 Board/TAC Joint Study Session and input was obtained to focus on Option 2. Option 2 is
structured around a standard SB 1383 compliance approach, that includes a 3-container system for single-
family customers and some commercial customers, 2-container collection system for all multi-family
customers and the remaining commercial customers, and processing of multi-family and commercial solid
waste by the Organics-to-Energy (O2E) project. A primary driver for prioritizing Option 2 is lower potential
annual costs and revenue impact of this option compared to the other two options as shown in Figure 1. This
estimated annual revenue impact reflects a snapshot in time when all SB 1383 compliance programs are in
place; phasing of programs will result in the phasing in of revenue impacts. Option 1 reflects a compliance
strategy that includes a 3-container collection system for all customers, which will necessitate significant
expansion of the organics collection and processing program from multi-family and commercial customers.
Option 3 is similar; however, it reflects SB 1383’s “Performance-Based” compliance approach that includes
higher standards for collection program participation and processing facility performance, but reduces
obligations related to monitoring, reporting, and enforcement.

Note that the “100% compost” and “100% electricity or RNG” options presented in Figure 1 are described in
the section below on “Organic Waste Procurement Options”.

Figure 1: Estimate SBWMA-Wide Annual Revenue Impact*

Option 1 Standard Compliance

Option 1 w/ 100% Compost

Option 1 w/ 100% Electricity or RNG
Option 2 Standard Compliance w/ O2E

Option 2 w/ 100% Compost _

Option 2 w/ 100% Electricity or RNG

0.0% 1.0% 2.0% 3.0% 4.0% 50% 60% 7.0% 8.0% 9.0%
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* The SBWMA's ability to arrange for a “100% electricity or RNG” option using “SB 1383 qualifying electricity or
RNG” and to do so at a cost comparable to the diesel-powered fleet is uncertain. Other options will be explored,
and the financial impacts will be different than shown here.

2. Option 2 Planning-Level Cost and Staffing Estimates. SB 1383 requires implementation of several
program and policies, which are reflected in the planning-level cost and staffing estimates shown in Figure 2.
At the November 7, 2019 Board/TAC Joint Study Session, input was received to focus on Option 2; and, as a
result, Figure 2 focuses on Option 2. The cost and staffing estimates reflect anticipated costs for program and
policy efforts that will be performed and/or managed by the SBWMA but exclude the cost of complying with
organic waste product procurement requirements, which are separately addressed in Section 3. Figure 2
shows “low” and “high” cost estimates, which is driven by the variability of assumptions in the analysis. The
significant factors impacting the cost and staffing estimates are described in Section 4. Note that the
estimates in Figure 2 exclude cost and staffing estimates for SB 1383 compliance programs and policies that
Member Agencies are anticipated to manage. It also excludes staffing estimates for contamination monitoring
that is anticipated to be performed by Recology and for food recovery program efforts and edible food
generator inspections that are anticipated to be performed by San Mateo County Environmental Health. Refer
to Section 5 for more information on planned Member Agency responsibilities.

Figure 2: Planning-Level SBWMA Cost and Staffing Estimates for
SB 1383 Compliance with Option 2

. Estimated Annual Cost [3/yr) (a) Estimated Annual FTE
Program Description
Low High Low High

1 |Edible Food Recovery 5 90,000 $ 230,000 0.0 0.1
2 |Reporting $ 130,000 $ 230,000 0.0 0.0
3 |Compliance Monitoring S 90,000 $ 200,000 0.1 0.2
2 |Education and Outreach 5 70,000 $§ 150,000 0.1 0.3
5 |Contamination Monitoring S 80,000 $ 130,000 0.4 0.6
& |Enforcement S 50,000 $ 80,000 0.1 0.2
7 |Non-Franchise Hauler Program S 30,000 $ 70,000 0.2 0.2
8 |Self-Haul/Back-Haul Program S 40,000 S 60,000 0.5 1.2
9 |Ordinances and Policy Changes S 20,000 $ 40,000 0.4 0.6
10 |Process Facility Compliance Monitoring S $ 10,000 0.3 0.4
11 | Other (Contract Negotiations) $ 10,000 $ 10,000 0.8 1.1
12 |Subtotal $ 610,000 $ 1,210,000 2.9 4.9
13 | Recyclables/Organics Collection and Processing S (340,000) $ 1,370,000 0.0 0.0
" Total Standard-Compliance Approach $ 270,000 $ 2,580,000 2.9 5.0

with O2E, 2-Container System MFD/Comm
15 Impact on Annual Revenue Requirement

(with estimated franchise fees)

* Excludes organic waste procurement program.

** Annual FTE includes on SBWMA staff estimate. It does not include staff estimates for others.
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3. Organic Waste Procurement Options. Commencing January 1, 2022, SB 1383 requires that jurisdictions
meet minimum recovered organic waste product procurement targets through the purchase/use of compost;
mulch; renewable natural gas derived from organic waste for fuel, electricity, or heating applications; and/or
electricity from biomass conversion. The potential cost of fulfilling the SB 1383 organic waste product
procurement requirement has wide variability depending on the type and source of organic materials procured
and the market price for materials. Given this wide variability, the cost estimate covered two options for
fulfilment of the SB 1383 annual procurement requirement: (1) the “100% compost” option, which assumes
procurement of compost only; and, (2) the “100% Electricity or RNG” options, which assumes procurement of
electricity or renewable natural gas (RNG) to power the SBWMA/Recology collection fleet and which assumes
the electricity or RNG is generated from anaerobic digestion of the O2E wet fraction at Silicon Valley Clean
Water (SVCW).

The final procurement solution may be a combination of compost, mulch, electricity or RNG from anaerobic
digestion of organic waste; and/or electricity through biomass conversion. The two options presented are
intended to provide a range of the potential cost impact. The planning-level cost estimate for 100% electricity
or RNG is more favorable that the 100% compost option because the SBWMA anticipates that the cost for the
electricity or RNG option may be comparable to the current diesel fuel costs for the SBWMA/Recology
collection fleet, whereas the costs for compost transportation and purchase may be greater. Figure 3 presents
the procurement options for Option 2 showing that this option has the potential to be cost neutral. Several
variables impact the electricity or RNG estimate including the viability of the O2E project, the ability of the
SBWMA and SVCW to form a partnership and the terms of the partnership, the potential amount of electricity
or RNG that may be produced and its relationship of the fuel demand of the collection fleet; the cost for the
electricity or RNG, and the transition of the collection fleet to use electricity or RNG. While the 100% electricity
or RNG option is presented here, it is important to recognize that the SBWMA's ability to secure electricity or
RNG for the collection fleet, which qualifies under SB 1383 regulatory requirements, is uncertain at this time.
| The SBWMA has recently shifted its focus to use of electricity to power Recology’s collection fleet and will
focus more extensively on the option of securing credit for electricity generated from biogas at SVCW. The
final procurement strategy will result in cost impacts that are different than estimated in this planning-level
estimate.

Figure 3: Electricity/RNG and Compost Procurement Options for Option 2

Scenario 1: 100% Electricity Scenario 2: 100%
or Renewable Natural Gas Compost
Estimated Annual Cost ($/yr) (a) Estimated Annual Cost ($/yr) (a)
Low High Low High

Total Standard-Compliance Approach § 270,000 $ 2,580,000 ||¢$ 270,000 $ 2,580,000
with O2E, 2-Container System MFD/Comm

Electricity or RNG for Recology Fleet S = 5 - _

Total $ 270,000 $ 2,580,000||$ 410,000 $ 3,590,000

Impact on Annual Revenue Reguirement
[with estimated franchise fees)
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* The SBWMA's ability to arrange for a “100% electricity or RNG” option using “SB 1383 qualifying electricity or
RNG” and to do so at a cost comparable to the diesel-powered fleet is uncertain. Other options will be explored, and
the financial impacts will be different.

4. Significant Variables Impacting the Cost and Staffing Estimates. As with any planning-level estimate,
numerous variables and assumptions are part of the estimate. Since the analysis was prepared, some
conditions may have changed since the time the original analysis was prepared. In addition, it is important to
understand the significant variables associated with the SB 1383 compliance cost and staffing estimates,
which are described below. Estimated impacts associated with these variables (and others not listed here)
are reflected in the planning-level cost and staffing estimates, but actual results will be different than
estimated and may result in higher or lower costs and staffing needs.

a.

Customer subscription levels and related collection, processing, and disposal costs. Generator
compliance with SB 1383 is anticipated to increase customer participation in recycling and organics
collection programs and reduce solid waste subscription levels. This in turn will impact Recology’s
compensation and SBWMA's processing and disposal costs. Estimated impacts are reflected in the
planning-level cost estimate, although modeling changes in customer behavior is challenging and may
warrant additional analysis. The estimate reflects cost impacts that are based on an assumed, relatively
high level of customer subscription in organics service. The 2020 reductions in customer subscription
levels and discarded materials generation levels resulting from COVID-19, particularly substantial impacts
on the commercial sector, will impact the cost estimate; and, such impact has not been evaluated.

O2E performance and costs. Option 2 anticipates SBWMA'’s development of the O2E facility for the
processing of multi-family and commercial solid waste. O2E costs are based on SBWMA's late 2019 per-
ton cost estimates for the O2E processing (plus a contingency for the “high” cost estimate). The ability to
comply with SB 1383 under Option 2 is also dependent on the O2E meeting SB 1383 high diversion
organic waste processing facility standards. If the O2E is not developed or does not meet SB 1383 high
diversion organic waste processing facility standards, SB 1383 compliance costs may be significantly
higher than reflected as Option 1 will need to be pursued.

Organic waste product procurement of compost, mulch, and/or electricity or renewable natural gas from
anaerobic digestion of organic waste. As described in Section 3, the costs to comply with the SB 1383
organic waste product procurement requirement has wide variability. The ability to rely on 100% electricity
or RNG is dependent on the SBWMA's O2E project success, a partnership with SVCW that results in the
electricity or RNG production and SBWMA's use of the electricity or RNG, the cost of the SVCW'’s
electricity or RNG, and the adequacy of the volume of electricity or RNG produced from the O2E wet
fraction to fulfill the annual SB 1383 procurement target and the collection vehicle fleet demands. The
SBWMA plans to focus on the option of securing credit for electricity from biogas conversion at SVCW. If
it is determined that electricity or RNG is not a viable approach for the SBWMA, the SBWMA's
procurement costs will be higher for compost and mulch. In addition, the availability of the needed
compost and mulch quantities and the costs for compost and mulch acquisition, transportation, and
application/use are challenging to predict at this time.

Route definition for contamination monitoring. The interpretation of SB 1383's definition of “hauler route”
has a significant impact on the estimated costs for contamination monitoring. Future guidance provided
by the State regarding interpretation of hauler route definition and level of effort required for contamination
monitoring may result in a significant increase in the contamination monitoring cost estimate.

Market influences on processing costs and revenues from sale of materials. The processing and disposal
costs, revenues from the sale of recyclable materials, and the cost of compost products are modeled at
2019 per-ton SBWMA prices (when available) or market conditions. SB 1383, updates to processing and
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disposal contract pricing, and other factors are expected to impact these costs and such impacts are
unknown.

f.  County engagement in food recovery capacity building and SBWMA level of support. The cost and
staffing estimate anticipate that the County will lead the efforts in San Mateo County to expand the
capacity of food recovery organizations and services to handle more edible food resulting from the SB
1383 food recovery requirements on commercial edible food generators. At this point, the County has
expressed their interest to the SBWMA in taking on this role, but the SBWMA and County have not
discussed the arrangements in detail nor the amount of support, if any, that the SBWMA will provide. The
estimates anticipate that the SBWMA will provide some level of financial support in the form of annual
contributions or grants to help the County expand the food recovery capacity. Final plans for expanding
food recovery capacity may impact the SBWMA costs.

g. Program oversight and compliance monitoring level of effort. SB 1383 requires on-going program
monitoring, generator compliance monitoring, hauler compliance monitoring (including self-haulers and
non-franchise haulers), record keeping, reporting, and enforcement. The regulations do not provide
specificity on the level of effort that is required; therefore, the cost and staffing estimates reflect a range in
terms of the level of effort. The actual level of effort the SBWMA elects to put into its oversight and
compliance efforts, or that the State demands, may be more or less than estimated.

h. Economic impacts. Economic impacts such as inflation will influence the final cost of SB 1383
compliance.

5. Member Agency Responsibilities, including Enforcement. The preliminary SB 1383 compliance approach
presented at the November 7, 2019 Board/TAC Joint Study Session anticipates that the SBWMA will take on
a significant portion of the SB 1393 program responsibilities; however, there are certain policies and programs
that are not suitable for delegation to the SBWMA, or, in the case of enforcement, that Member Agencies
expressed an interest in handling themselves. The following list identifies the SB 1383-related responsibilities
that Member Agencies are slated to perform.

a. MOU/Agreement with SBWMA. SB 1383 allows a jurisdiction to designate a public or private entity to
fulfill its SB 1383 responsibilities, and the compliance plan anticipates that this will be accomplished
through a Memorandum of Understanding (MOU), amendment to the SBWMA Joint Powers Agreement,
or through a separate agreement. Note that while SB 1383 allows for delegation of responsibilities to
others, it clearly states that “a jurisdiction shall remain ultimately responsible for compliance with the
requirements of this chapter”. It is also clear that a jurisdiction may not delegate its authority to impose
civil penalties, or to maintain an action to impose civil penalties, to a private entity.

b. Organics reduction ordinance adoption. Member Agencies will prepare and adopt one or more
ordinances and policies (or amend existing ordinances and policies) to specify SB 1383 requirements for
generators, food recovery organizations/services, self-haulers, and other regulated entities and to
establish SB 1383 requirements for organic waste product procurement, C&D recycling, and water
efficient landscaping.

c. C&D ordinance, monitoring, reporting. Member Agencies that do not have CALGreen compliant C&D
ordinances will adopt a compliant ordinance or other enforceable mechanism. All Member Agencies will
be responsible for monitoring compliance with and reporting on CALGreen C&D recycling requirements
and adequate recycling space requirements for new multi-family and commercial construction.

d. MWELO ordinance, monitoring, reporting. Member Agencies that are not compliant with the State’s Model
Water Efficient Landscaping Ordinance will adopt a compliant ordinance or policy. All Member Agencies
will be responsible for complying with MWELO and SB 1383-related reporting.
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e. Organic waste product procurement policy and on-going procurement. If the SBWMA and Member
Agencies develop a final plan for compliance with the SB 1383 organic waste product procurement
requirements that relies in whole or in part of use of compost and mulch, Member Agencies may be
involved the procurement of the compost and mulch (if the SBWMA does not handle it) and will need to
establish their own policies and programs for use of the compost and mulch. Member Agencies must also
comply with SB 1383 recycled-paper procurement requirements for “paper products” and “printing and
writing paper”.

f.  Enforcement. Commencing January 1, 2024, SB 1383 requires that jurisdictions take enforcement actions
against non-compliant entities such as customers, self-haulers, and food recovery organizations/services.
At the November 7, 2019 Board/TAC Joint Study Session, input was provided that Member Agencies
preferred to handle the enforcement responsibilities rather than delegating such responsibility to the
SBWMA.

g. Reporting. Member Agencies will need to maintain records related to the SB 1383 programs they handle
including C&D and MWELO compliance, recycled-content paper procurement, and enforcement. The
SBWMA will maintain records for the SB 1383 programs it manages such as collection and processing,
food recovery, education, contamination monitoring, compliance monitoring, and more and will provide
reports needed by SB 1383 to each Member Agency. Member Agencies will be ultimately responsible for
submittal of their annual SB 1383 reports.

6. Member Agency Enforcement Costs and Staffing Estimates. Of the SB 1383 responsibilities that Member
Agencies are forecasted to manage, the enforcement activities are expected to have the largest impact. For
this reason, a preliminary, planning-level cost and staffing estimate, shown in Figure 4, was prepared by
HF&H for small, medium, and large-size agencies. The actual costs and staffing needs will be vary depending
on the level of effort Member Agencies put into their enforcement program (or level of effort required by the
State) and each Member Agency’s enforcement approach.

Figure 4: Planning-Level Cost and Staffing Estimates
for Member Agency Enforcement

Small-Size Agency Medium-Size Agency Large-Size Agency
Low High Low High Low High
Total SFD accounts 3,000 3,000 7,000 7,000 19,000 19,000
% of accounts requiring additional enforcement 0.5% 1.0% 0.5% 1.0% 0.5% 1.0%
# of accounts requiring additional enforcement 15 30 35 70 95 190
Total MFD/Commercial accounts 15 15 700 700 2,400 2,400
% of accounts requiring additional enforcement 10.0% 20.0% 10.0% 20.0% 10.0% 20.0%
# of accounts requiring additional enforcement 2 3 70 140 240 480
Code enforcement hours/account | 1 | 4 | 1 | 4 | 1 | 4 |

Estimated staff cost/year (excl franchise fees) S 1,000 |S 3,000(S 8,000|S 32,000|S 27,000 | $105,000
Estimated staff time/year (FTE) 0.0 0.0 0.1 0.3 0.3 0.9
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Beyond enforcement costs, additional costs and staffing may be necessary for Member Agencies. For
example, Member Agencies that are not already in compliance with the SB 1383 requirements related to
CALGreen Cé&D recycling and adequacy of recycling space in new multi-family and commercial construction
and MWELO will need to adopt related ordinances or policies and implement and monitor programs. The
organic waste product procurement requirements may result in costs for compost and mulch procurement,
transportation, and use/application. Lastly, SB 1383 reporting will require effort by the Member Agencies;
although the SBWMA will provide assistance with this.

7. Next Steps for SBWMA. Subject to Board approval of the SB 1383 compliance plan on November 19, 2020,
the SBWMA will proceed with implementation of the plan. Initial activities to be conducted by the SBWMA
include the following:

a.
b.

g.
h

Hiring one Program Manager Il staff person to manage the SB 1383 compliance efforts.
Developing a memorandum of understanding or agreement with Member Agencies for the purpose
of delegating specific SB 1383 responsibilities to the SBWMA.

Developing a model ordinance and procurement policy for Member Agencies to use a guide to
prepare updates to their existing ordinances, by adapting CalRecycle’s Model Tools to fit SBWMA-
specific conditions.

Initiating negotiations with Recology to incorporate contamination monitoring, education, reporting,
and other SB 1383 requirements into the franchise agreement.

Initiating negotiations with organics processors (Republic-Newby Island and Recology-Blossom
Valley Organics North) to integrate SB 1383 organic materials sampling and measurements
requirements, performance standards, and reporting provisions into the agreements.

Continuing engagement with the County regarding food recovery programs and edible food
generator inspections.

Evaluating self-haul/back-haul and hauler registration and monitoring systems.

Further assessing organic waste product procurement options to finalize a compliance strategy.
Refining the cost impacts when the details of the SB 1383 compliance approach are finalized.

Attachments:
Attachment A SB 1383 Informational Report, prepared by HF&H
Attachment B CalRecycle’s Short-Lived Climate Pollutants (SLCP): Organic Waste Reductions.

Proposed Regulation Text: Fourth Formal Draft

Attachment C  PowerPoint Presentation to be presented by CalRecycle Staff - California’s Super-

Pollutant Reduction Strategy

Attachment D PowerPoint Presentation to be presented by HF&H Consultants — Preliminary SB1383

Compliance Plan
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SB 1383 OVERVIEW

In September 2016, Governor Brown signed into law SB 1383 (Lara, Chapter 395, Statutes of 2016),
establishing methane emissions reduction targets in a State-wide effort to reduce emissions of short-lived
climate pollutants in various sectors of California’s economy. As it pertains to organic waste, SB 1383
establishes the following targets:

1002y Reduction in State-wide disposal of organic waste by 2020.

y4-%72Y Reduction in State-wide disposal of organic waste by 2025.

w10 579 Recovery of edible food currently disposed for human consumption by 2025.

SUMMARY OF ANTICIPATED SBWMA POLICY AND PROGRAM CHANGES

Ordinances and Policy Changes. SB 1383 requires the implementation and/or amendment of several
ordinances, other enforceable mechanism, and policies by jurisdictions including, but not limited to: a
mandatory residential and commercial organics service ordinance, an enforcement ordinance, a CALGreen
C&D ordinance, a Model Water Efficient Landscaping Ordinance (MWELO), and procurement policies
aligned with the State’s Public Resources Code. SB 1383 also identifies several policies that jursidictions
may not adopt because such policies would impede organics disposal reduction. To address this
requirement, SBWMA anticipates development of model ordinances and procurement policies and
support of Member Agencies in their adoption of the ordinances and policies (or amendment of their
existing ordinances and policies). It is also anticipated that Member Agencies not currently in compliance
with CALGreen and MWELO will take on adoption of those ordinances and policies.

Organics Collection and Processing. SB 1383’s standard-compliance approach requires jurisdictions to
provide recyclables, organics, and solid waste collection services for all generators (subject to limited
waivers and self-hauling). To comply, SBWMA plans to provide single-family generators and high-food-
waste-generating commercial businesses with a three-container collection program for recyclables,
organics, and solid waste. It will offer multi-family generators and remaining commercial businesses a two-
container collection system for recyclables and solid waste and will recover organics from the solid waste
through processing at the SBWMA'’s planned Organics-to-Energy (O2E) project at the Shoreway Facility.

If the SBWMA does not proceed with the O2E project or the O2E facility does not fulfill SB 1383 processing
requirements, the SBWMA will implement three-container collection service of all generators. This will
required expansion of its current recyclables and organics collection program to reach all generators,
including provision of organics service to nearly 75% of multi-family and commercial customers (8,000
accounts) that currently do not have organics service. If such case, Recology will need to deliver organics
and recycling containers to these generators and provide on-going collection service to these customers;
and, SBR will handle more recyclables and organics and less solid waste.
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Self-Haul and Non-Franchised Hauler Program. SB 1383 requires self-haulers and non-franchised haulers
to manage their organics so materials are processed at an appropriate facility. Jurisdictions are required to
verify hauler compliance. To facilitate the tracking of approved self-haulers and non-franchised haulers,
SBWMA will explore the option of procuring a software system and provide on-going staffing for
maintaining the hauler database and tracking hauler compliance with SB 1383.

Edible Food Recovery. SB 1383 requires that jurisdictions educate edible food generators, increase access
to edible food recovery organizations and services, monitor edible food generator compliance, and
potentially increase edible food recovery capacity. It is anticipated that SBWMA'’s role in edible food
recovery will be primarily focused on education, coordination with the County of San Mateo (County) food
recovery efforts, support of the County food recovery capacity expansion efforts, as well as on-going
maintenance of an accurate list of commercial edible food generators. The County is actively engaged in
food recovery efforts and plans to grow the food recovery capacity County-wide to support the SBWMA,
Member Agencies, and other jurisdictions in the County.

Education & Outreach. SB 1383 has specific education requirements for jurisdictions. It is anticipated that
the majority of the education requirements will be integrated into SBWMA’s on-going education efforts,
through SBWMA's annual service brochures, newsletters, billing inserts, and more. SBWMA will need to
annually educate all generators on their obligation to comply with SB 1383 requirements.

Contamination Monitoring. SB 1383 requires contamination monitoring of customers’ materials through
random container inspections on an annual basis, or through semi-annual or quarterly waste sampling and
waste sorting. To address this requirement, SBWMA is anticipates amending its agreement with Recology
to delegate container inspection responsibility to Recology.

Compliance Monitoring and Enforcement. SB 1383 requires annual compliance reviews of all commercial
accounts that generate two cubic yards or more per week of solid waste; inspection of edible food
generators and recovery organizations/services; verification of self-hauler compliance; investigation of
complaints; and verification of waivers issued (with less onerous requirements if SB 1383’s performance-
based compliance approach is pursued by the SBWMA and Member Agencies). SBWMA plans to take
responsibility for many of these tasks on behalf of the Member Agencies with additional SBWMA staff,
amendment of the Recology agreement to delegate some responsibility to Recology, and/or use of
contractors. Commencing in January 1, 2024, SB 1383 requires jurisdictions to take enforcement actions
against non-compliant entities such as customers, self-haulers, and food recovery organizations/services.
To address these requirements, Member Agencies are anticipated to have the responsibility for issuing
notice of violations and assessing penalties, with the SBWMA supporting this effort through identification
of potential non-compliant entities and provision of supporting documentation.

Organic Waste Product Procurement. SB 1383 requires that jurisdictions meet minimum recovered
organic waste product procurement targets through the purchase of compost, renewable gas, and/or
electricity from biomass conversion. SBWMA’s Member Agencies may comply individually or collectively
to this requirement through one or more procurement strategies. The Compliance Plan is exploring the
purchase of compost and use of renewable gas, including gas that may result from the O2E project.
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January 2, 2020

Reporting. SB 1383 requires significant annual reporting, as well as on-going maintenance of an
“implementation record” that documents compliance with regulations. SBWMA will need to amend their
current annual AB 939 reporting process in coordination with Member Agencies to aggregate and report
the additional data required. It may look at software solutions to facilitate this process and manage the
data. Member Agencies will need to maintain records related to the SB 1383 programs they handle
including C&D and MWELO compliance, recycled-content paper procurement, and enforcement. The
SBWMA will maintain records for the SB 1383 programs it manages such as collection and processing, food
recovery, education, contamination monitoring, compliance monitoring, and more and will provide reports
needed by SB 1383 to each Member Agency. Member Agencies will be ultimately responsible for submittal
of their annual SB 1383 reports.
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Department of Resources Proposed SLCP Regulations
Recycling and Recovery April 20, 2020

Short-lived Climate Pollutants (SLCP): Organic
Waste Reductions

Proposed Regulation Text
Fourth Formal Draft

The following denotes proposed text:

Strikethrough = deletions of existing text
Redémke%h%eagh deletions from January 18" Draft

Orange Double-Strikethreugh-= deletions from June 17" Draft
Euseh«az deletions from October 2" Draft

Underline = additions to existing text

Bold Dark Green Underline = additions to January 18™" Draft
Dark Blue Double Underline = additions from June 17™ Draft
Purple Underline Italics = additions from October 2" Draft
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1 This estimate may include greenhouse gas emissions associated with the production
2 and use of products replaced by a Section 18983.2 technology or process.
3 (57) “Property owner” means the owner of real property.
4 (58) “Publicly €owned Ftreatment ¥4works” or “POTW” has the same meaning as in
5 Section 403.3(r) of Title 40 of the Code of Federal Regulations.
6 (59) “Recovered organic waste product procurement target” means the amount of
7 recyecled organic waste in the form of a recovered organic waste product
8 products which a jurisdiction is required to procure annually.
9 (60) “Recovered organic waste products” means products made from California,
10 landfill-diverted recyecled recovered organic waste processed at a permitted or
11 otherwise authorized operation or facility.
12 (60.5) “Recovery location” includes the closest agaregating hub used to recover the
13 organic waste after collection. This could include but is not limited to a transfer
14 facility, recycling facility, or recovery facility.
15 (61) “Recycled content paper” means paper products and printing and writing paper
16 that consists of at least 30 percent, by fiber weight, postconsumer fiber.
17 (62) “Renewable Soas transpotrtationfuel” means fuel-derived-from-renewable
18 gas derived from organic waste that has been diverted from a landfill and processed
19 at an in-vessel digestion facility that is permitted or otherwise authorized by Title 14
20 to recover organic waste.
21 (63) “Residual organic waste” means waste that remains after organic waste has
22 been processed which is then sent to landfill disposal.
23 (64) “Restaurant” means an establishment primarily engaged in the retail sale of food
24 and drinks for on-premises or immediate consumption.
25 (65) “Route review” means a visual inspection of containers along a hauler route for
26 the purpose of determining container contamination, and may include mechanical
27 inspection methods such as the use of cameras.
28 (66) “Self-hauler” means a person who hauls solid waste, organic waste or
29 reeyelablerecovered material he or she has generated to another person. Self-hauler
30 also includes a person who back-hauls waste.
31 (A) “Back-haul’ means generating and transporting organic waste to a destination
32 owned and operated by the generator using the generator’s own employees and
33 equipment.
34 (67) “Sewage sludge” means the solid, semisolid, or liquid residue generated during
35 the treatment of domestic sewage in a municipal wastewater treatment facility.
36 Sewage sludge includes solids removed or used during primary, secondary, or
37 advanced wastewater treatment processes. Sewage sludge does not include grit or
38 screening material generated during preliminary treatment of domestic sewage at a
39 POTW.
40 (68) “Share table” has the same meaning as in Section 114079 of the Health and
41 Safety Code.
42 (68.5) “Source Ssector” has the same meaning as in Section 18815.2(a)(58) ef
43 e e
44 (69) “Source separated organic waste” means organic waste that is placed in a
45 container that is specifically intended for the separate collection of organic waste by
46 the generator.
Department of Resources Proposed SLCP Regulations
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Authority cited: Public Resources Code Sections 40502, 43020, 43021 and 42652.5.

Reference Publlc Resources Code Sectlons 49992—“.—289—91— 42652. 5—42653—42654—

and Health and Safetv Code Sectlons 3973@%—39730 6%97%9—7—&%%973&8

Section 18992.3. Schedule For Reporting.
(a) Counties, in coordination with sitiesjurisdictions and regional agencies located within

10 the county, shall conduct the planning requirements of Sections 18992.1 and 18992.2,
11  on the following schedule.

12 (1) February-1Auqust 1,4 2022 counties shall report to CalRecyelethe Department
13 on the period covering January 1, 2022 through December 31, 2024.

14 (A) Jurisdictions that are exempt from the organic waste collection requirements
15 pursuant to Section 18984.12, are not required to conduct the capacity planning
16 required in Section 18992.1 and are not required to include capacity plans

17 required by Section 18992.1 in the first reporting period.

18 2) August 1, 2024 counties shall report to the Department on the period
19 covering January 1, 2025 through December 31, 2034.

20 3) August 1, 2029 counties shall report to the Department on the period
21 covering January 1, 2030 through December 31, 2039.

22 4) August 1, 2034 counties shall report to the Department on the period
23 covering January 1, 2035 through December 31, 2044.

24 (b) If a jurisdiction is required to submit an implementation schedule pursuant to Section
25 18992.1 or 18992.2 the implementation schedule shall be submitted 120 days following
26 the date the county submitted the report to CalRecyelethe Department.

27

28  Authority cited: Public Resources Code Sections 40502, 43020, 43021 and 42652.5.

29

30 Reference Publlc Resources Code Sectlons 49902—4%78&91— 42652. 5—42653—42654
31

32 and Health and Safetv Code Sectlons 3973% 39730 649739—7—&%%9739—8

33

34 Article 12. Procurement of Recovered Organic Waste Products

35

36 Section 18993.1. Recovered Organic Waste Product Procurement Target.

37 (a) Except as otherwise provided, commencing January 1, 2022, a jurisdiction shall

38 annually procure a quantity of recovered organic waste products that meets or exceeds
39 its current annual recovered organic waste product procurement target as determined
40 by this article. For the purposes of this section, “jurisdiction” means a city, a county or a
41  city and county.

42 b) On or before January 1, 2022, and on or before January 1 every five years

43  thereafter, the Department shall recalculate the annual recovered organic waste product
44  procurement target for each jurisdiction according to the requirements of Subdivision

45  (C).

Department of Resources Proposed SLCP Regulations
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|ur|sd|ct|on S recovered organic waste product Qrocurement target shall be calculated by
multiplying the per capita procurement target by the jurisdiction population where:

(1) Per capita procurement target = 8-:070.08 tons of organic waste per California
resident per year.

(2) Jurisdiction population equals the number of residents in a jurisdiction, using the
most recent annual data reported by the California Department of Finance.

(d)ey Annually, the Fae Department shall provide notice to each jurisdiction of its

10 annual recovered organic waste product procurement target by posting such information

11  onthe Department S website and providing written notice dlrectlv to the |ur|sd|ct|on

12

13

14 :

15 (e) A |ur|sd|ct|0n shall complv Wlth %SudeVISIOFI (a) bv one or both of the following:

16 1) Directly procuring recovered organic waste products for use or giveaway.

17 (2) Requiring, through a written contract or agreement, that a direct service provider

18 to the jurisdiction procure recovered organic waste products and provide written

19 documentation of such procurement to the jurisdiction.

20 (f) For the purposes of this article, the recovered organic waste products that a

21  jurisdiction may procure to comply with this article aremustbe procured-are:

22 (1) Compost, subject to any applicable limitations of Public Contract Code

23 Section 22150, that is produced at:-

24 (A) A Ecompostable material handling operation or facility permitted or

25 authorized under Chapter 3.1 of this Bdivision=; or

26 (B) A Llarge volume in-vessel digestion facility as defined and permitted

27 under Chapter 3.2 of this Bdivision that compost on-site. [NOTE:

28 Digestate, as defined in Section 18982(a)(16.5), is a distinct material from

29 compost and is thus not a recovered organic waste product eligible for

30 use in complying with this Article.]

31 (2) Renewable gas used for transportation-fuel for transportation, electricity, or

32 heating applications.—e+pipehnre-injection

33 (3) Electricity from biomass conversion.

34 (4) Mulch, provided that the following conditions are met for the duration of the

35 applicable procurement compliance year:

36 (A) The jurisdiction has an enforceable ordinance, or similarly enforceable

37 mechanism, that requires the mulch procured by the jurisdiction to comply with

38 this article to meet or exceed the physical contamination, maximum metal

39 concentration, and pathogen density standards for land application specified in

40 Section 17852(a)(24.5)(A)}1). through £3). of this division; and

41 (B) The mulch is produced at one or more of the following:

42 1. A compostable material handling operation or facility as defined in Section

43 17852(a)(12), other than a chipping and grinding operation or facility as defined

44 in Section 17852(a)(10), that is permitted or authorized under this division; or
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1 2. A transfer/processing facility or transfer/processing operation as defined in
2 Section 17402(a)(30) and (31), respectively, that is permitted or authorized
3 under this division; or
4 3. A solid waste landfill as defined in Public Resources Code Section 40195.1
5 that is permitted under Division 2 of Title 27 of the California Code of
6 Regulations.
7 (g) The following conversion factors shall be used to convert tonnage in the annual
8 recovered organic waste product procurement target for each jurisdiction to equivalent
9 amounts of recovered organic waste products:
10 (1) One ton of organic waste in a recovered organic waste product procurement
11 target shall constitute:
12 (A) 21 diesel gallon equivalents, or “DGE,” of renewable gas in the form of
13 transportation fuel.
14 (B) 242 kilowatt-hours of electricity derived from renewable gas.
15 (C) 22 therms for heating derived from renewable gas.
16 = aable gas-
17 =) (D) 650 kilowatt-hours of electricity derived from biomass conversion.
18 (E) €23 0.58 tons of compost; or 1.45 cubic yards of compost.-
19 (F) One ton of mulch.

20 (h) Renewable gas procured from a POTW may only count toward a jurisdiction’s

21 recovered organic waste product procurement target=# provided the following
22  apphrconditions are met for the applicable procurement compliance year:

23 (1) The POTW aetively receives organic waste directly from one or more of the
24 following: i olidbwaste facilin

25 (A) A compostable material handling operation or facility as defined in Section

26 17852(a)(12), other than a chipping and grinding operation or facility as defined in
27 Section 17852(a)(10), that is permitted or authorized under this division; or

28 (B) A transfer/processing facility or transfer/processing operation as defined in

29 Sections 17402(a)(30) and (31), respectively, that is permitted or authorized under
30 this division; or

31 (C) A solid waste landfill as defined in Public Resources Code Section 40195.1

32 that is permitted under Division 2 of Title 27 of the California Code of Regulations.
33 (2) The POTW is in compliance with the exclusion described in a+rannerthat

34 conf CHeH of£Section 17896.6(a)(1).

35 (3) The jurisdiction receives a record from the POTW documenting the tons of

36 organic waste received by the POTW from all solid waste facilities described in

37 subsection (h)(1), above.

38 (4) The amount of renewable gas a jurisdiction or jurisdictions procured from the

39 POTW for fuel, electricity or heating applications is less than or equal to the POTW'’s
40 production capacity of renewable gas generated from organic waste received at the
41 POTW directly from solid waste facilities as determined using the relevant conversion
42 factors in Subdivision (q).

43 £2} (5) The POTW transported less than 25 percent of the biosolids it produced
44 to activities that constitute landfill disposal. i sor dovaor

45 (i) Electricity procured from a biomass conversion facility may only count toward

46  ajurisdiction’s recovered organic waste product procurement target if the

Department of Resources Proposed SLCP Regulations
Recycling and Recovery Page 56 of 183 April 20, 2020
SBWMA BOD/TAC STUDY SESSION PACKET 10/15/2020 AGENDA ITEM: 8 ATTACHMENT B - p5

FULL PACKET PAGE 60 of 149


tswanborn
Highlight

tswanborn
Highlight


1 biomass converS|on faC|I|ty recelves feedstock directly from one or more of the
2 followinga : iy during the duration of the applicable
3  procurement compliance xear
4 (1) A compostable material handling operation or facility as defined in Section
5 17852(a)(12), other than a chipping and grinding operation or facility as defined in
6 Section 17852(a)(10), that is permitted or authorized under this division; or
7 (2) A transfer/processing facility or transfer/processing operation as defined in
8 Sections 17402(a)(30) and (31), respectively, that is permitted or authorized under
9 this division; or
10 (3) A solid waste landfill as defined in Public Resources Code Section 40195.1 that is
11 permitted under Division 2 of Title 27 of the California Code of Regulations.
12 () If a jurisdiction’s annual recovered organic waste product procurement target
13  exceeds the jurisdiction’s total procurement of transportation fuel, electricity, and gas
14  for heating applications ard-pipelinedinjection and renewable transpertationfuel
15  from -the previous calendar year as determined by the conversion factors in
16  sSubdivision (q), thejurisdictionisonlyrequired to-procure recovered-organic
17  waste products-deseribed-in{fHnanamountegqualtoHstotalthe target shall may
18 be adjusted to an amount equal to its total procurement of those products as
19 convierted to their recovered organic waste product equivalent putrchaseof
20 transpotrtationfuelandrenewabletranspotrtationfuelfrom the previous year
21 consistent with sSubdivision (q).
22 {B(k) A jurisdiction shall identify additional procurement opportunities within the
23 jurisdiction’s’ departments and divisions for expanding the use of recovered organic
24  waste products.:
25 (1) Rural counties, and jurisdictions located within rural counties that are exempt from
26 the organic waste collection requirements pursuant to Section 18984.12(c) are not
27 required to comply with the procurement requirements in this Section from January 1,
28  2022-December 31, 2026.
29
30 Authority cited: Public Resources Code Sections 40502, 43020, 43021 and 42652.5.
31
32 Reference Publlc Resources Code Sectlons 4@992—4%289—9—1— 42652. 5—42653—42654—
33
34 and Health and Safetv Code Sectlons 39730—5» 39730 6%9739—? and 39730 8
35
36 Section 18993.2. Recordk-Keeping Requirements For Recovered Organic Waste
37 Procurement Target.
38 a) A jurisdiction, as defined in 18993.1(a), shall include all documents supporting its
39 compliance with this article in the implementation record required by Section 18995.2 of
40 this chapters including, but not limited to, the following:
41 (1) A description of how the jurisdiction will comply with the requirements of this
42 article.
43 (2) The name, physical location, and contact information of the-each entity, operation,
44 or facility from whom the recovered organic waste products were procured, and a
45 general description of how the product was used, and. if applicable, where the
46 product was applied.
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1 (3) All invoices or similar records evidencing all procurement.;-aa4d
2 (4) If a jurisdiction will include procurement of recovered organic waste products
3 made by a direct service provider to comply with the procurement requirements
4 mandate of thisarticleSection 18993.1(a), the jurisdiction shall include all records
5 of procurement of recovered organic waste products made by the direct service
6 provider on behalf of the jurisdiction including invoices or similar records evidencing
7 procurement.
8 (5) If a jurisdiction will include renewable gas-transportationfuel procured from a
9 POTW for any of the uses identified in 18993.1-(f)(2) to comply with the
10 procurement mandate of Sectlon 18993.1(a), a wntten certlflcatlon%m%h%
11 fen- by an
12 authonzed representatlve of the POTW under penaltv of Derlurv in a form and
13 manner determlned bv the lunsdlctlon
14 ble-gasprovided-to-thejurisdiction-ceribvingtha
15
16 attesting to the foIIowm for the a Ilcable rocurement com Ilance ear:
17 (A) That the POTW was in compliance with the exclusion in Section
18 17896.6(a)(1);
19 (B) The total tons of organic waste received from the types of solid waste facilities
20 listed in Section 18993.1(h)(1); and
21 (C) The percentage of biosolids that the POTW produced and transported to
22 ctlvmes that constltute Iandf|II disposal.
23
24 :
25 (6) If a |ur|sd|ct|on WI|| |ncIude electricity procured from a biomass conversion
26 facility to comply with the procurement mandate of Section 18993.1(a), a
27 written certification by an authorized representative of the biomass conversion
28 facility certifying that biomass feedstockds-seureed was received from a
29 permitted solid waste facility identified in 18993.1(i) shall be provided to the
30 jurisdiction. The certification shall be furnished under penalty of perjury in a
31 form and manner determined by the jurisdiction.
32 (7) If the jurisdiction is implementing the procurement requirements of Section
33 18993.1 through an adjusted recovered organic waste product procurement
34 target pursuant to Section 18993.1(j), the jurisdiction shall include records
35 evidencing the total ¥eldme-amount of transportation fuel, electricity, and gas
36 for heating applications are-pipelinetnieston procured during the calendar year
37 prior to the applicable reporting period.
38 (8) For jurisdictions complying with the requirements of Section 18993.1, through the
39 procurement of mulch, a copy of the ordinance or similarly enforceable mechanism
40 the jurisdiction has adopted requiring that mulch procured by the jurisdiction or a
41 direct service provider meets the land application standards specified in Section
42 18993.1.
43
44  Authority cited: Public Resources Code Sections 40502, 43020, 43021 and 42652.5.
45
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CLIMATE CHANGE NEGATIVELY IMPACTS CALIFORNIA

Landfilled Organic Waste Emits
Methane Gas—

A Super Pollutant

More Powerful than C02

Methane Gas Contributes to
Climate Change in California
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SB 1383 Requirements

2020 50% REDUCTION IN LANDFILLED ORGANIC WASTE
(11.5 Million Tons Allowed Organic Waste Disposal)

2022 REGULATIONS TAKE EFFECT

2025 75% REDUCTION IN LANDFILLED ORGANIC WASTE
(5.7 Million Tons Allowed Organic Waste Disposal)

2025 20% RECOVERY OF CURRENTLY DISPOSED EDIBLE
FoOobD FOR HUMAN CONSUMPTION

CalRecycled
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New Statewide Programs to Reduce Super Pollutants

Food & Organics Edible Food to Food Insecure Recycled Organics Products
Waste Collection

New and Expanded Recycling

Lower GHGs =
1.7 million fewer cars a year
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SB 1383 Key Jurisdiction Dates
2022 2024

Provide Organics Collection Re, Starting January 1, 2024
Service to All Residents and EAld  Jurisdictions must take
Businesses action against non

_ _ compliant entities
Establish Edible Food

Recovery Program

Conduct Education and
Outreach

Procurement

Capacity Planning
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STAY
ENGAGED

https:/lwww?2.calrecycle.ca.gov/Listservs/
Subscribe/152

https://www.calrecycle.ca.gov/organics/slcp

Cara Morgan
916-341-6253
Cara.morgan@calrecycle.ca.gov

CalRecycle’sd
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PRELIMINARY SB 1383 COMPLIANCE PLAN

South Bayside Waste Management Authority
Board/TAC Meeting

October 15,2020

Prepared by
HF&H Consultants
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OCTOBER 15, 2020

AGENDA

Present timeline
Review SB 1383 compliance plan
Discuss next steps

Receive input and respond to comments

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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OCTOBER 15, 2020

SB 1383 COMPLIANCE TIMELINE

Action Item Anticipated Date

Present Preliminary Compliance Plan

Board/TAC Study Session v* November 7,2019

Finance Committee v January, 2020

Board/TAC Study Session " October 15,2020
Release of Final Regulations by CalRecycle November 2020 (+/-)
Present Final Compliance Plan to Board November 19,2020

Initiate ordinance development, contract negotiations,

November 20, 2020
and more

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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OCTOBER 15, 2020

SB 1383 HIGHLIGHTS

2030 Statewide Goals

Black ‘

TARGETS
Short Lived

Climate Pollutants
(SLCP)

HFC Gasses

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 3
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OCTOBER 15, 2020

SB 1383 REGULATORY MILESTONES

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 4
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OCTOBER 15, 2020

SBWMA AND MA COMPLIANCE NEEDS

Collection & Processing  Monitoring & Enforcement

Programs established through On-going contamination monitoring,
franchise, but may need large compliance monitoring, and enforcement
expansion for MFD/commercial program to be implemented.

organics compliance.

Ordinances & Policies Food Recovery

Mandatory organics, food Food recovery programs required. No
recovery, enforcement, and C&D SBWMA programs in Place; however,
ordinances are needed for entire SBWMA can collaborate with County
service area. WELO policies on their programs.

required.

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING

Product Procurement
Extensive compost, mulch,
renewable fuel procurement
requirements need to be met;
recycled-content paper procurement

likely compliant for many MA:s.
Other

Self-haul, education, recordkeeping,
and reporting requirements are
among other items that need to be
addressed.
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OCTOBER 15, 2020
| |

COMPLIANCE PLAN
CONSIDERATIONS
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JANUARY 14, 2020 DRAFT FOR SBWMA REVIEW

COMPLIANCE PLANNING: FOCUS ON 2020-2024

2020 1 2021 12022 12023 12024 2025 and Beyond _

On-Going SB 1383

SB 1383 Program Planning,

: Program
Implementation, :
: Maintenance and
and Intensive Program Support .
Reporting
RETHINKWASTE | SB 1383 COMPLIANCE PLAN 7
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OCTOBER 15, 2020

PRELIMINARY PLAN LIMITATIONS

e

Preliminary approach reflects draft regs
and best available information

\_

s

Final regulations may differ and impact
compliance approach

\_

e

Future interpretation and
implementation of regs may further
impact compliance approach

&
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OCTOBER 15, 2020

COMPLIANCE RESPONSIBILITIES

* Jurisdiction may delegate to public or private entity(ies)

* Exception that the authority to impose civil penalties
can only be delegated to public agency

+ SBWMA

* Other jurisdictions (e.g., County DEH)
* Recology/SBR

* Other contractors

* SBWMA leads compliance for majority of requirements

* MAs lead compliance for ordinance/policy adoption,
C&D and WELO programs, and possibility enforcement
and some procurement compliance

» County possible lead on food recovery program
capacity

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 9
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OCTOBER 15, 2020
| |

PRELIMINARY COMPLIANCE
APPROACH

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 10 10
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OCTOBER 15, 2020

ORDINANCES & POLICIES

s SBWMA

* Enter into MOUSs or agreement with MAs to take on
responsibilities
* Develop model ordinance and procurement policy for MAs

s Member Agencies

* Delegate certain responsibilities to SBWMA via
MOU/agreement

* Adopt/amend ordinances and policies
* Mandatory ordinance with enforcement provisions
* CALGreen-compliant C&D ordinance
* WELO policy
* Organics product procurement policy

* Repeal any provisions/policies that restrict organics recycling
in accordance with SB 1383

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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OCTOBER 15, 2020

COLLECTION AND PROCESSING

mm SBVWMA

* Provide compliant collection services

* Use processing facilities that meet organics
recovery standards

* Conduct testing of O2E, refine pro-forma, engage
with SVCW to determine future role

* Negotiate changes to collection and processing
agreements

* Develop self-haul/back-haul and hauler
registration and monitoring system

mm Member Agencies

* Amend franchise agreement

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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OCTOBER 15, 2020

FOOD RECOVERY

SBWMA

* Identify and educate commercial edible food
generators

* Maintain public list of food recovery
organizations/services

* Work with County to expand food recovery
capacity, including possible provision of financial
support or grants

* Provide technical assistance to commercial edible
food generators (optional)

Member Agencies

* Comply with food recovery requirements for special
events

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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OCTOBER 15, 2020

PRODUCT PROCUREMENT

SBWMA

* Develop and implement compost, electricity, and/or
renewable natural gas (RNG) procurement program

* Contract with involved entities

* Coordinate compost distribution with MAs, if
needed

Member Agencies

* Implement compost procurement program and use,
sell, or donate compost, and/or support use of
electricity or RNG

* Purchase recycled-content paper to meet specs
* Maintain records for above programs

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 14
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OCTOBER 15, 2020

MONITORING & ENFORCEMENT

mm SBVWMA

* Implement contamination minimization program

* Conduct annual desktop compliance reviews of
commercial accounts

* Inspect edible food generators and waiver
recipients

* Investigate complaints and more

Member Agencies

* Possibly lead or support enforcement efforts

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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OCTOBER 15, 2020

OTHER

]
SBWMA

* Hire additional staff and/or contractors

* Implement record keeping and reporting

* Educate generators and other regulated entities
* Maintain records and produce reports

 Support County organics processing and edible food
capacity planning

s Member Agencies

* Manage CALGreen-compliant C&D program
* Implement WELO practices for MA operations

* Submit Initial Compliance Report and Annual Reports
to CalRecycle (SBWMA providing majority of data
needed)

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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OCTOBER 15, 2020

COLLECTION AND PROCESSING OPTIONS

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 17
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JANUARY 14, 2020 DRAFT FOR SBWMA REVIEW

COLLECTION AND PROCESSING OPTIONS

* 3-container system
provided to ALL
customers

* Limited waivers (space,
de-minimis)

* Use compliant facilities

* 3-container system for

single-family and current
commercial organics
customers

2-container system for
multi-family and other
commercial customers

O2E processing of multi-
family and commercial
solid waste

90% of generators must
subscribe to 3-container
system

Processing facilities must
meet organics recovery
standards

Solid waste must contain
no more than 25%
organic wastes

Extensive waste
composition studies
required

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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JANUARY 14, 2020 DRAFT FOR SBWMA REVIEW

COLLECTION AND PROCESSING APPROACH

Preferred Strategy: Option 2, Standard Compliance Approach with O2E

* 3-container system for single-family and limited commercial
* 2-container system for other multi-family and commercial

Test O2E organics recovery rate
* Assess capabilities to meet SB 1383 performance standards
* Refine costs based on testing and understanding of final regulations

Proceed with Option 2 or adjust collection and processing strategy, if needed
(e.g., shift to Option 1)

RETHINKWASTE | SB 1383 COMPLIANCE PLAN
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JANUARY 14, 2020 DRAFT FOR SBWMA REVIEW

COLLECTION AND PROCESSING APPROACH

Timing Considerations

| O OrgnicsRecovery

=>75% 50%-75% <50%

Expect O2E not operational by 1/1/2022 compliance date; MAs
secure 2-year extension through CalRecycle corrective action plan

Proceed with Option 2 including 2-container approach for multi-
family/commercial

Proceed with Option 2 including 2-container approach for multi-
family/commercial through 12/31/2024; negotiate with Recology to
fully implement Option | (3-container approach) by 1/1/2025

Negotiate with Recology to fully implement Option | (3-container
approach) by 1/1/2022 (1-yr negotiations window)

RETHINKWASTE | SB 1383 COMPLIANCE PLAN
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ORGANIC PRODUCT PROCUREMENT OPTIONS

Electricity or

Compost Renewable Gas

Cost analysis:
e Scenario |: 100% electricity or renewable natural gas to fulfill
procurement target
* Scenario 2: 100% compost to fulfill procurement target

Photo credit, renewable natural gas:

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 2]
Photo credit, mulch: on
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ESTIMATED SBWMA-WIDE ANNUAL REVENUE IMPACT

Option | Standard Compliance

Option | w/ 100% Compost

Option | w/ 100% Electricity or RNG
Option 2 Standard Compliance w/ O2E

Option 2 w/ 100% Compost _

Option 2 w/ 100% Electricity or RNG

0.0% 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 7.0% 8.0% 9.0%

Note: The SBWMA's ability to arrange for a “100% Electricity or RNG” option using “SB 1383 qualifying electricity or
RNG” and to do so at a cost comparable to the diesel-powered fleet is uncertain. Other options will be explored, and the
financial impacts will be different than shown here.

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 22
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10

11

12

13

14

15

OPTION 2: STANDARD COMPLIANCE WITH 2-

CONTAINER FOR MFD/COMMERCIAL AND O2E

Program Description

Estimated Annual Cost (3/yr) (a)

{with estimated franchise fees)

* Excludes organic waste procurement program.

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING

Low High

Edible Food Recovery s 90,000 $ 230,000
Reporting S 130,000 S 230,000
Compliance Monitoring S 50,000 $ 200,000
Education and Qutreach $ 70,000 S 150,000
Contamination Monitoring 5 80,000 $ 130,000
Enforcement S 50,000 S 80,000
Non-Franchise Hauler Program 5 30,000 $ 70,000
Self-Haul/Back-Haul Program S 40,000 $§ 60,000
Ordinances and Policy Changes S 20,000 $ 40,000
Processing Facility Compliance Monitoring 5 - S 10,000
Other (Contract Negotiations) S 10,000 $ 10,000
Subtotal $ 610,000 $ 1,210,000
Recyclables/Organics Collection and Processing S (340,000) S 1,370,000
Total Standard-Compliance Approach $ 270,000 $ 2,580,000
with O2E, 2-Container System MFD/Comm

Impact on SBWMA-Wide Annual Revenue Requirement 0.3% 2. 6%

Note: The estimated costs
and revenue requirement
impacts may be different
than shown here as some
conditions have changed
since the estimate was

prepared.
23
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OPTION 2WITH PROCUREMENT

Scenario 1: 100% Electricity Scenario 2: 100%
or Renewable Natural Gas Compost
Estimated Annual Cost [$/yr) (a) Estimated Annual Cost ($/yr) (a)
Low High Low High

Total Standard-Compliance Approach $ 270,000 $ 2,580,000 ||$ 270,000 $ 2,580,000
with O2E, 2-Container System MFD/Comm

Electricity or RNG for Recology Fleet 5 = 5 = _

Total $ 270,000 $ 2,580,000| (S 410,000 $ 3,590,000

Impact on Annual Revenue Requirement

0.3% 2.6% 0.4% 3.6%

[with estimated franchise fees)

Notes:

. The SBWMA'’s ability to arrange for a “100% Electricity or RNG” option using “SB 1383 qualifying Electricity or RNG” and to
do so at a cost comparable to the diesel-powered fleet is uncertain. Other options will be explored, and the financial impacts
may be different.

2. The estimated costs and revenue requirement impacts may be different than shown here as some conditions have changed
since the estimate was prepared.

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 24
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SIGNIFICANT COST AND STAFFING VARIABLES

Customer subscription levels and related collection, processing, and disposal
costs

O2E performance and cost

SVCW partnership and gas and electricity production and cost

Organic waste product procurement of compost, mulch, renewable natural gas
Route definition for contamination monitoring

Market influences on processing costs and revenues from sale of materials
County role in food recovery capacity building and SBWMA level of support
Program oversight and compliance monitoring level of effort

Economic impacts

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 25
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OCTOBER 15, 2020

ESTIMATED SBWMA STAFFING IMPACT

SBWMA Only

Program Description (a) e FI'E
Low High

1 [Ordinances and Policy Changes 00 01
2 |Organics Collection and Processing 0.0 0.0
3 |Self-Haul/Back-Haul Owversight Program 0.1 0.2
4 |Hauler Oversight Program for Non-Franchised 0.1 0.3
5 |Edible Food Recovery 0.4 0.6
6 |Education & Outreach 0.1 0.2
7 |Contamination Monitoring (b) 0.2 0.2
8 |Compliance Monitoring (c) 05 12
9 |Enforcement (d) 04 0.6
10 (Organic Waste Product Procurement D3 0.4
11 |Reporting 08 11
12 |Processing Facility Compliance Monitoring 0.0 0.1
13 |Other (Contract Negotiations) (e) 0.0 0.0
14 Total Standard-Compliance Approach 29 5.0

Note: Estimate anticipates that Recology performs contamination inspections;

County performs inspections of edible food generators; and Member

Agencies conduct enforcement. Staff time for these activities not included.

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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MEMBER AGENCY RESPONSIBILITIES

Delegation of some responsibilities to SBWMA
Organics reduction ordinance adoption

C&D ordinance, monitoring, and reporting
WELO ordinance, monitoring, and reporting

Organic waste product procurement policy and on-going
procurement

Compost/mulch use
Recycled-content paper procurement

Electricity or renewable natural gas
Enforcement

Reporting

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING 27
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OCTOBER 15, 2020

ENFORCEMENT STRATEGY

SBWMA supports enforcement
|dentifies potentially non-compliant entities

Coordinates with MA and County enforcement
teams

Each MA handles enforcement

Use existing code enforcement team

County of San Mateo supports enforcement

Contract for food recovery enforcement (DEH)

* MA may not delegate to a private entity its authority to impose civil
penalties, or to maintain an action to impose civil penalties.

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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MEMBER AGENCY ENFORCEMENT

Small-Size Agency Medium-5Size Agency Large-Size Agency
Low High Low High Low High
Total SFD accounts 3,000 3,000 7,000 7,000 19,000 19,000
% of accounts requiring additional enforcement 0.5% 1.0% 0.5% 1.0% 0.5% 1.0%
# of accounts requiring additional enforcement 15 30 35 70 95 190
Total MFD/Commercial accounts 15 15 700 700 2,400 2,400
% of accounts requiring additional enforcement 10.0% 20.0% 10.0% 20.0% 10.0% 20.0%
# of accounts requiring additional enforcement 2 3 70 140 240 480
Code enforcement hours/account | 1 | 4 | 1 | 4 | 1 | 1
Estimated staff cost/year (excl franchise fees) $ 1,000 S 3,000|S 8&,000|S 32,000|S 27,000 | $105,000
Estimated staff time/year (FTE) 0.0 0.0 0.1 0.3 0.3 0.9

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING
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OCTOBER 15, 2020
|

THANKYOU

Tracy Swanborn
HF&H Consultants

(707) 246-4803
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SUPPLEMENTAL SLIDES
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OCTOBER 15, 2020

COLLECTION AND PROCESSING OPTIONS

Standard compliance
approach

Benefits

No minimum generator
subscription standards
Processing facilities do not need
to achieve organics recovery
standards

Ability to meet 1/1/2022
compliance data

Concerns

More costly than Opt 2
Monitoring and enforcement
more burdensome than Opt 2
and 3

Standard compliance

approach with O2E

Benefits

Avoid high cost of organics for
MFD/commercial

“Clean-up” commercial organics
to position for best processing
options

Potential procurement support
with use of RNG

Concerns

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING

Inability to meet high diversion
standards

Permitting unknowns

Inability to meet 1/1/2022
compliance date

Enforcement more burdensome
than Opt 3

Performance-based
compliance approach

Benefits

Compliance monitoring,
enforcement, and reporting
requirements significantly less
than Opt | and 2

Concerns

Inability to meet 90% generator
subscription level
Cost/unavailability of
composting facilities with
<=10% organics disposed
Having no more than 25%
organics in solid waste

Burden of waste comp. studies

32

SBWMA BOD/TAC STUDY SESSION PACKET 10/15/2020

FULL PACKET PAGE 101 of 149

AGENDA ITEM: 8 ATTACHMENT D - p33



COST SUMMARY

Annual SEWMA-Wide

Annual Revenue Requirement
Cost Impact ($/Year) Impact (with estimated
Franchise Fees)
Low High Low High
Standard-Compliance Approach with 3-Container
$ 5,280,000 S 6,990,000 5.3% 7.1%
System
Standard-Compliance Approach with O2E, 2-Container s 270,000 $ 2,580,000 T =
Multi-Family/Comm, 3-Container Single-Family ! T ’ ’
3 |Variance to Standard Compliance Approach $ (5,010,000) $ (4,410,000) -5.0% -4.5%
Performance-Based Compliance Approach with 3
. $ 5,110,000 $ 6,670,000 5.2% 6.7%
Container System
5 |Variance to Standard Compliance Approach $ (170,000) $ (320,000) -0.1% -0.4%

Mote: Includes SBWMA costs and contractor costs (such as Recology, SBR, software providers, consultants). Member Agency costs excluded.

Organic waste product procurement costs excluded.

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING

Note: The estimated costs and revenue
requirement impacts may be different than
shown here as some conditions have

changed since the estimate was prepared. 3
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OPTION 1:STANDARD COMPLIANCE WITH 3-

CONTAINER SYSTEM

TR T Estimated Annual Cost ($/yr) (a) Estimated Annual FTE
Low High Low High
1 |Edible Food Recovery S 90,000 $ 230,000 0.4 0.6
> |Reporting $ 130,000 $ 230,000 0.8 11
3 |Compliance Monitoring S 90,000 S 200,000 0.6 1.4
4 |Education and Outreach S 70,000 S 150,000 0.1 0.2
5 |Contamination Monitoring S 20,000 $ 130,000 0.6 1.0
& |Enfoercement S 50,000 S 80,000 0.4 0.6
7 |Non-Franchise Hauler Program S 30,000 $ 70,000 0.1 0.3
g |Self-Haul/Back-Haul Program S 40,000 S 60,000 0.1 0.2
g |Ordinances and Policy Changes S 20,000 $§ 40,000 0.0 0.1
10 |Processing Facility Compliance Monitoring 5 - $ 10,000 0.0 0.1
11 |Other [Contract Negotiations) 5 10,000 § 10,000 0.0 0.0
12 |Subtotal $ 610,000 $ 1,210,000 3.2 5.5
13 |Recyclables/Organics Collection and Processing | $ 4,670,000 S 5,780,000 0.2 0.4
1a Total Standard-Compliance Approach with 3- $ 5280,000 § 6,990,000 3.5 5.9
Container System
15 :zﬁtzT;::r:;ﬁ':lfglli?I Revenue Requirement 7.1% Notg: The eétimated costs anfﬂ revenue
requirement impacts may be different than
* Excludes organic waste procurement program. shown here as some conditions have

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING changed since the estimate was prepared.
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OPTION | WITH PROCUREMENT

Scenario 1: 100% Electricity of Scenario 2: 100%
Renewable Natural Gas Compost
Estimated Annual Cost (5/yr) (a) Estimated Annual Cost (5/yr) (a)
Low High Low High
Option 1: Standard-Compliance Approach $ 5280,000 $ 6,990,000 || $ 5,280,000 $ 6,990,000

with 3-Container System

Electricty or RNG Fuel for Recology Fleet S - S - _

Total $ 5,280,000 $ 6,990,000 | | $ 5,420,000 $ 8,000,000

Impact on SBWMA-Wide Annual Revenue Requirement
- a 5.3% 7.1% 5.5% 8.1%

[with estimated franchise fees)

Note: The estimated costs and revenue requirement impacts may be different than shown here as some

conditions have changed since the estimate was prepared.
Note: The estimated costs and revenue
requirement impacts may be different than
shown here as some conditions have

RETHINKWASTE | SB 1383 COMPLIANCE PLANNING changed since the estimate was prepared.

SBWMA BOD/TAC STUDY SESSION PACKET 10/15/2020 AGENDA ITEM: 8 ATTACHMENT D - p36
FULL PACKET PAGE 104 of 149



CASH FLOW PROJECTIONS FOR OPTION 2

* *
19/20 20/21 21/22 22/23 23/24 24/25
Ordinances and policies - Develop and adopt 5174,000 | $174,000 S0 S0 S0 S0
Collection - Onboard all SFD 50 564,000 S47,000 547,000 S47,000 547,000
Collection - Process MFD/commercial solid waste 50 S0 5661,000 | 51,321,000 | $1,321,000 | 51,321,000
Self-Haul/Back-Haul Program S0 579,000 564,000 549,000 549,000 549,000
Mon-Franchise Hauler Program 50| $111,000 S80,000 548,000 548,000 548,000
Food recovery S0 539,000 5130,000 | $221,000 5221,000 | $221,000
Education - MFD/com recycling and organics expansi S0 S0 S0 S0 S0 S0
Education - Annual generator noticing 50 S0 5123,000 | $123,000 5123,000 | $123,000
Contamination monitoring - Container inspections S0 517,000 571,000 | 5124,000 5124,000 | 5$124,000
Compliance monitoring 50 565,000 5160,000 | $189,000 5189,000 | $189,000
Enforcement 50 S0 524,000 S47,000 560,000 573,000
Procurement (EXCLUDED) S0 S0 S0 S0 S0 S0
Reporting S0 579,000 5147,000 5215,000 5215,000 5215,000
Contract negotiations - Amend Recology agreement S0 | $125,000 S0 S0 S0 S0
Total 5174,000 S753,000 | 1,507,000 | $2,384,000 | S2,397,000 | $2,410,000
Total with Inflation adjustment 5174,000 5753,000 | 51,552,000 | 52,456,000 | 52,469,000 | $2,482,000

MNotes:
Excludes MA costs such as MA enforcement costs.

Excludes organics product procurement costs. Note: The estimated costs and revenue

requirement impacts may be different than
shown here as some conditions have
RETHINKWASTE | SB 1383 COMPLIANCE PLANNING changed since the estimate was prepared. 36
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STAFF REPORT

To: SBWMA Board Members
From: Joe La Mariana, Executive Director
John Mangini, Senior Finance Manager
Date: October 15, 2020 SBWMA Board/TAC Study Session
Subject: Review of the Draft CY 2021 Operating budget and Capital Expenditures

Recommendation
This Draft CY 2021 SBWMA Budget is for discussion only and it will be brought to the Board on November 19t for final
consideration.

Summary
The CY2021 SBWMA Budget reflects Staff recommendations to manage revenues and expenses to meet bond covenant

ratios, to maintain agency/system cash flow obligations, and to increase the capital reserve balance to ensure sufficient
funding for future capital projects of the Agency. Staff recommends tip fee increases in several franchise and non-franchised
material categories per Table 1 below. Staff considered several relevant factors in arriving at the proposed tip fee increases
including, the projected costs to handle each material type, the sensitivity of increases to Member Agencies coinciding with
the cost increases associated with the transition from the expiration of the original 10-year Franchise Agreement term (1/1/11-
12/31/20) into the Restated and Amended Collection Contract's term (1/1/21-12/31/35) with Recology of San Mateo County,
and not disincentivizing public customers from diverting material from landfill.

Background
In June 2020, the SBWMA Board approved a Six-Month Budget for the period of July 1, 2020 to December 31, 2020 to

facilitate the transition from a Fiscal Year Accounting Period Ending June 30, to Calendar Year Accounting Period Ending
December 31. The Board also approved a Fiscal Year budget ending June 30, 2021 to estimate tipping fees on January 1,
2021 and estimate Member Agencies 2021 Total Revenue Requirement.

The Board approved Six-Month and FY 20/21 Budgets contained reduced volumes estimates due to economic downturn
related to the COVID-19 pandemic. Estimated reductions were factored into the projections, as follows:
-5% Solid Waste

e -500 Green Waste

e -35% Food Waste, and

e -10% C&D
Proposed 2021 Tip Fees

CY 2021 volume projects to be stronger than the FY 20/21 Budget, apart from food waste. These volume projections are
applied to the proposed 2021 Tip Fees (Table 1-below) to project revenue. Staff also considered new disposal and organics
processing fees that step up on January 1, 2021. At Board direction, Staff will continually seek alternative, cost-effective
options for handling our materials in the future.
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Table 1

CY 2021 BUDGET - Proposed Tip Fee Adjustments
Actual Actual Actual Actual Proposed

| 7/1/2018 | 1/1/2019 [ 2020 | 7/1/2020 | 1/1/2021 | 21vs20$ |21vs 20%
Franchise Tip Fees / Ton incr. %
Solid Waste $ 107.00 $ 121.00 $ 121.00 $ 121.00 $ 127.00 $  6.00 5.0%
Green Waste $ 112.00 $ 126.00 $ 126.00 $ 126.00 $ 139.00 $ 13.00 10.3%
Food $ 131.00 $ 141.00 $ 141.00 $ 141.00 $ 141.00 $ - 0.0%
3rd Party / Ton
Solid Waste $ 113.00 $ 127.00 $ 127.00 $ 127.00 $ 133.00 $  6.00 4.7%
Green Waste $ 11500 $ 12800 $ 12800 $ 12800 $ 140.00 $ 12.00 9.4%
Food "$ 131.00 $ 141.00 $ 141.00 $ 141.00 $ 141.00 $ - 0.0%
c&D $ 107.00 $ 121.00 $ 121.00 $ 121.00 $ 127.00 $  6.00 5.0%
Asphalt Roofing $ 110.00 $ 123.00 $ 123.00 $ 123.00 $ 128.00 $  5.00 4.1%
Public Dirt /Ton $ 9800 $ 103.00 $ 11000 $ 115.00 $ 117.00 $  2.00 1.8%
PublicTip Fees/Yd | 7/1/2018 | 1/1/2019 [ 2020 | 7/1/2020 | 1/1/2021 | 21vs20$ [21vs 20%
Solid Waste $ 4200 $ 4400 $ 4400 $ 46.00 $ 4800 $  2.00 4.5%
Green Waste $ 3300 $ 3500 $ 3500 $ 4200 $ 5000 $ 8.00 22.9%
C&D $ 4200 $ 4400 $ 4400 $ 46.00 $ 48.00 $  2.00 4.5%

Fiscal Impact

The CY 2021 Budget forecasts a Net Income of $756,573 which is $600K lower than FY20/21 Adopted Budget (see Table 2
below). The Net Income projection is primarily a function of the following factors:

Revenue:

e Franchise Revenue - Projecting increased volumes from the FY20/21 Budget based on economic outlook
before removing Atherton volume, apart from Food Waste which is projected to be 50% of pre-pandemic levels.
After removing Atherton volume the net volume projection results in $576K increased revenue on a full year of
increased tip fees. Overall, Franchise volumes are not projected to recover to pre-pandemic levels.

¢ Non-Franchise Revenue is projected to recover to pre-pandemic levels based on recent volume resulting in
$738K increase over FY20/21 Budget. Non-Franchise food waste volume has evaporated, as Recology has
stopped delivering volume from its operations outside of the SBWMA service area.

e Investment Income is projected to be $294K lower than the FY20/21 budget based on lower interest on
invested reserves.

Expense:
e Staffing Expense is projected to be consistent with the FY20/21. No salary or COLA (Cost of Living
Adjustment) increases budgeted; reduced hours for the Fellowship Program through September 2021; part-time
Project Engineer proposed to increase to full-time on July 1, 2021 due to extremely high volume of long term
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facility planning and capital projects anticipated during the next four years; promotional increase for one
management position to senior level.

e Support and Contract Compliance Expense is projected to increase $512K over the FY 20/21 Budget due to
the evaluation of planning, permitting, technical evaluation, permitting, procurement, selection and installation of
a large number of large-scale capital project related expenses.

e State Mandated Public Education and Outreach Expense is projected to be $32K lower mainly due to slightly
less projected in-person education related expense.

e SB1383 Compliance Expense is projected to be $587K higher than the FY 20/21 Budget due the expectation
of final regulations and YR1 compliance implementation expenses expected in early 2021 (per approval of HFH
SB1383 Action Plan at 11/19/20 Board meeting).

e SBR Operations Expense is projected to be $1.1M lower than FY 20/21. Recycling volume is projected to be
4,700 less on $99.28 per ton fee (4700 tons x $99.28 = $467K). Transportation cost is projected to be $473K
lower than the FY 20/21 Budget. SBR’s Approved 2021 per ton Compensation is 2% lower and the FY 20/21
Budget contained a projected 2% increase in compensation.

e Disposal and Processing Expense is projected to be $1.3M higher mainly due to the organics processing cost
increases from the recent Organics RFP results on 60% of the SBMWA organics volume.

Table 2
CY2021 NET INCOME
FY19/20 FY20/21 CY2021 Variance to
Adopted Adopted Proposed Adopted
Categories Budget Budget Budget Budget Variance %
Total Revenue| $55,137,230] $54,364,376] $55,081,566 $717,191 1.3%
Total Expenditures| $51,538,173| $53,007,972| $54,324,993 $1,317,021 2.5%
Net Income to Reserve $3,599,057|  $1,356,403 $756,573 ($599,830) -44.2%

Overview Budget Process:

The Board-level review schedule for this budget includes the following steps:
e October 6: Finance Committee review
e October 15: Board review and feedback of preliminary DRAFT budget
e October 15: Board discussion of the DRAFT planned capital budget
e November 19: Final Board consideration of final budget

Organization of the CY 2021 Budget Report:

Attachment A: You will find the preliminary CY 2021 detailed operating budget (including cash reserve balances, revenues,
and expense and capital budget). The expense detail in Attachment A has three main parts: the SBWMA
Program budget (10.1% of total), the Shoreway Operations budget (81.3% of total) and the non-operating
Expenses (8.6% of total).

Attachment B: You will find further detail of the Program budget: staff resources, key projects and work activities.
(Intentionally omitted. Will be provided with the Final Proposed Budget)
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Attachment C: Provides the current organization chart and details on personnel related budget assumptions. (Intentionally

omitted. Will be provided with the Final Proposed Budget)

Attachment D: Provides back up detail on commodity revenue and prices.

Attachment E: Provides important back up to other financial and operational data.

Highlight of New Projects and Activities:

Franchise Agreement: Amendment #1: Program modification discussions with Recology (Bulky Item Collection;
Abandoned Waste Collection).

Commodity Market Response: Plan and implement short term/long term equipment modifications to allow SBWMA
materials to remain at the front of the line in the global commodity markets in the future.

Capital/Site Long-term planning: Implementation of large-scale automation and recyclable materials recovery
project (Phase 1) for the Material Recovery Facility (MRF) and the O2E Pilot Project, along with planning for partial

Recology collection truck fleet electrification, related charging infrastructure, and Shoreway rooftop solar upgrades

within an overall Master Planning process that technically assesses the highest and best use of our site’s 16 solid
waste-permitted site. This planning process will also evaluate the potential high-value usage of an adjacent parcel of
County-owned property that could augment our future operations.

Mandated Communications, Public Education and Outreach Programs: Continued emphasis on proper handling

of battery disposal options; improve quality of recyclables received and reduce contamination rates; expand
commercial and multi-family organics participation; increase residential food waste participation; develop targeted

outreach to multi-family residents and non-English speakers; and general promotion of diversion programs.
Continued expansion of Shoreway virtual tour, Public Spaces recycling and In-Schools programs, including the
addition of waste-focused distance learning resources, virtual presentations and asynchronous educational
opportunities, and off-site support for students, teachers, and facilities staff. Assist implementation of new SB 1383
compliance requirements, including onboarding of 1.0 Net New FTE (Program Manager II).

Core Staff Responsibilities:

Franchise Agreement Contract Administration: Continued oversight, contract administration and technical support
for the 12 collection services agreements with Recology San Mateo County (RSMC) on behalf of member agencies.
In 2019, the value of these 12 contracts had a total value of $57,969,174.

Shoreway Environmental Center—Facility and Contractor Oversight: Manage all financial, operational, capital
and maintenance needs, planning and compliance aspects of the agency-owned 16-acre solid waste facility through
direct engagement or through the activities of our primary contractor, South Bay Recycling (SBR). In 2019, the total
value of the SBR Operating Contract was $21,029,629, excluding profit share. Facility oversight responsibilities
includes: over 200,000 square feet of building management; a high-volume diesel fueling station (1M+ gallons/year);
two industrial-scale vehicle maintenance facilities (for RSMC and SBR operations); and over $20M worth of
equipment owned by the SBWMA. Additionally, 350+ employees and 150+ work vehicles are based on this site; and
another 190 employee vehicles are also temporarily parked on-site during their shifts.

Materials Management: Provide technical expertise in planning, compliance and management of all aspects of the
agency’s major contracts for the disposal and/or handling/processing of all MSW, organics, construction and
demolition, and recyclable materials (through SBR). In 2019, this responsibility represented the proper handling of
478,365 tons of materials with a total contract value approaching $19M.
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Management of Annual Contractor’s Compensation Adjustment Process (RSMC and SBR), including review of
the 2020 RSMC and SBR compensation applications and completion of final audit reports (Recology and SBR) for
2018.

Long-Term Program and Capital Planning---to Maintain Statutory Compliance of Expanding Solid
Waste/Diversion Requirements: On our Member Agencies’ behalf, agency staff are always forward-thinking on all
levels of facility operations, contractor's scope of work and programmatic requirements to ensure that these goals are
sufficiently satisfied on a cost-effective basis.

Manage Public Education and SBWMA-Planned Community program activities: to provide technical support for
the residential and multi-family unit collection services, and manage the development of the outreach materials for
the commercial collection programs. In 2019, there were 18 SBWMA-planned community events (16 “Shred/E-
Waste/Compost events); an Earth Day public event (April 27t) and a Rethink Recycling Day public event (October
271), which was the last such event hosted prior to Covid-19 shutdowns. Over 400 members of the public attended
these two “on-site” events, and many hundreds more enjoyed the Shred/E-Waste/Compost Events in their
communities.

Management of the Shoreway Education Center Tour Program: including the school and public onsite and virtual
tours. This program educates an average of over 5,000 tour visitors per year in about 250 facility tours.

Financial Summary:

Overall, the Draft CY 2021 Budget reflects weaker financial results compared to the adopted FY 20/21 Budget mainly due to
increased expenses related to SB1383 and Shoreway project expenses. Table 3 below provides a financial summary of
operations.
Table 3
CY2021 FINANCIAL SUMMARY
FY19/20 FY20/21 CY2021 Variance to
Adopted Adopted Proposed Adopted | Better/Worse
Categories Budget Budget Budget Budget %
Total Revenue $55,137,230| $54,364,376| $55,081,566 717,191 1%
Program|  $3,819,070|  $4,344,237|  $5,484,849|  $1,140,612 26%
Shoreway Operations| $ 42,542,834| $ 43,990,676 $ 44,189,381| $ 198,704 0%
Total Operating Expense 46,361,903 48,334,914 49,674,230 1,339,316 3%
Non-Operating Expense 5,176,269 4,673,058 4,650,763 (22,295) 0%
Total Expense 51,538,173| 53,007,972 54,324,993 1,317,021 2%
Net Income to Reserve $ 3,599,057 $ 1,356,403 $ 756,573| $  (599,830) -44%

Revenue:

Table 4

below provides a summary of revenue by source with total revenues for CY2021 increasing by $717,191 (1%) from

the FY 20/21 Adopted Budget. Franchise revenue is increased projected volumes increases and tip fee increases. Non-
Franchise revenue is projected to increase on recovered material inbound volumes with the exception of food waste. Interest
income is projected to be lower than the FY 20/21 Adopted Budget due to reduced interest rates.
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Table 4

CY2021 REVENUE
FY19/20 FY20/21 CY2021 Variance to
Adopted Adopted Proposed Adopted

Revenue Budget Budget Budget Budget Variance %
Tip Fee Revenue $49,142,560| $47,663,273| $48,977,424 $1,314,151 3%
Non Franchised 12,112,251 12,339,646 13,077,573 737,927 6%
Franchised 37,030,309 35,323,627 35,899,851 576,224 2%
Net Commodity Sales Revenue* 5,598,516 5,930,100 5,809,440 (120,660) -2%
Interest Income 376,994 577,455 282,970 (294,486) -51%
Grant Income - 180,000 - (180,000) -100%
Other Revenue 19,160 13,548 11,733 (1,815) -13%
Total Revenue: 55,137,230 54,364,376 55,081,566 717,191 1%

*Gross commodity sales less 25% revenue share with SBR and buyback payments.

Table 5 below summarizes the volume, tip fee and revenue change for franchise and public customers. Franchise tonnage is
expected to decrease by 1.2% on higher tip fees resulting in 1.6% higher revenue. Public customer volume is increasing by
7.7% with average tip fees increasing by 4.4% providing a 12.1% increase in public yardage revenue. Weighed 3rd party
customers, mostly from Recology San Bruno and other jurisdictions, with an expected 23.5% volume decrease from the loss
of food waste delivered to the Shoreway Facility.

Table 5

TIP FEE REVENUE

Franchise Revenue
Tons

Witd Avg.Tip Fee
Franchise Revenue

Public Revenue
Cu/Yards
Witd Avg.Tip Fee
Public Revenue Cu/YDS

Tons ( 3rd party )
Witd Avg.Tip Fee
Public Revenue Tons

Public Dirt Tons
Witd Avg.Tip Fee
Sub Total

Public Revenue Total

Total Tip Fee Revenue

FY19/20 FY20/21 CY2021 CY21 vs. FY21
Adopted Adopted Proposed Adopted
Budget Budget Budget Budget Variance %

298,681 277,121 273,858 (3,263) -1.2%
$ 123.98 $ 127.47 $ 131.09 3.62 2.8%
"$ 37,030,309 $ 35,323,627 $ 35,899,851 $ 576,224 1.6%
207,466 195,777 210,860 15,082 7.7%
$ 42.88 $ 4754 $ 49.49 1.94 4.1%
$ 8,896,073 $ 9,307,837 $ 10,434,497 $ 1,126,659 12.1%
18,194 15,009 11,465 (3,544) -23.6%
$ 127.07 $ 128.86 $ 129.09 0.23 0.2%
$ 2,311,880 $ 1,934,061 $ 1,480,033 $ (454,028) -23.5%
8,221 9,469 9,941 471 5.0%
$ 110.00 $ 11593 $ 117.00 1.07 0.9%
$ 904,297 $ 1,097,747 $ 1,163,042 $ 65,296 5.9%
'$ 12,112,251 $ 12,339,646 $ 13,077,573 $ 737,927 6.0%
$ 49,142,560 $ 47,663,273 $ 48,977,424 $ 1,314,151 2.8%

Table 6 below summarizes commodity revenue. Volume is 0.2% higher than the FY 20/21 Adopted Budget based on the
recent average tons. Weighted average commodity prices increases by 2.8% from the FY20/21 Budget. Net commodity
revenue decreases 2.0% from the FY 20/21 Budget based on the assumption that SBR’s revenue requirement will be
reduced due to the closure of the Buyback Center.
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Table 6

COMMODITY REVENUE
FY20/21 CY2021 CY21 vs. FY21
Adopted Proposed Adopted
COMMODITY REVENUE Budget Budget Budget Variance %
Tons Sold 58,444 58,577 132 0.2%
Wtd Avg. Price $ 102.68 $ 10554 $ 2.86 2.8%
Gross Revenue $ 6,001,239 $ 6,182,116 $ 180,877 3.0%
Revenue Share w/ SBR $ (71,140) $ (372,677) $ (301,537) 423.9%
Buyback Payments $ - 8 - $ -
Net Commadity Revenue $ 5930,100 $ 5809440 $ (120,660) -2.0%
Price / Volume Impact | Price | Volume | Total |
Tonnage Change 102.68 132 $ 13,603
Price Change $ 2.86 58,577 $ 167,273
Total Change (Gross) $ 180,877

SBWMA Total Expense

Table 7 below and Chart 1 summarizes the total
expenses for the CY2021 Budget by major category.
The Total Expense is projected to be $54,324,993 and is
$1.3M (3%) higher than the FY 20/21 Adopted Budget.
Each expense category shown in the table below is
discussed in more detail further on. Other expenses are
mainly property insurance and equipment maintenance.

Chart 1. SBWMA CY 2021 Major Expenses
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Fee
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Table 7

FY20/21 TOTAL EXPENSE SUMMARY
FY19/20 FY20/21 CY2021 CY21 vs. FY21|CY21 vs. FY21 CY2021
Adopted Adopted Draft Adopted Adopted Budget % of
EXPENSE CATEGORIES Budget Budget Budget Budget Budget % Total
Shoreway Operations $42,542,834 $43,990,676 $44,189,381 $198,704 0% 81.3%
SBWMA Program 3,819,070 4,344,237 5,484,849 $1,140,612 26% 10.1%
Bond Interest Expense 2,836,101 2,403,333 2,318,458 ($84,875) -4% 4.3%
Franchise Fees to San Carlos 2,340,169 2,269,725 2,332,305 $62,580 3% 4.3%
Total Expense $51,538,173 $53,007,972 $54,324,993 $1,317,021 2% 100.0%

As can be seen in Table 7, Shoreway Operations expense is budgeted to not increase, the SBWMA Program budget will
increase by 26%, bond interest expense will decrease 4%, and franchise fees paid to the City of San Carlos will increase by
3%.

Shoreway Operations Expense:

As shown in Table 7 above, the Shoreway Operations expenses represent 81.3% of the CY 2021 SBWMA Total
Expense Budget. Shoreway Operations includes all South Bay Recycling (SBR) compensation, disposal and processing
expenses and all other direct expenses related to the SBWMA's responsibilities and obligations as the owner of the
facility such as property insurance. The Shoreway operating expenses are largely non-discretionary expenses and are
variable to tonnage delivered to the Shoreway facility and subject to annual calendar year contractual CPI-based
compensation adjustments. Operational detailed data for Shoreway revenue and expenses can be found in
Attachments D and E.

Shoreway Operations Expense Detail

Table 8 below shows the Shoreway Operations Expense detail for CY 2021. The total expense for the Shoreway operations
is projected to be $44,189,381 which is consistent with the FY 20/21 Adopted Budget. Variances for each expense line are
discussed below:
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Table 8

CY2021 SHOREWAY OPERATIONS EXPENSE DETAIL

FY19/20 FY20/21 CY2021 Variance to
Adopted Adopted Proposed Adopted
Expenditures Budget Budget Budget Budget Variance %
SBR Compensation| $20,941,990| $20,599,497| $19,520,431]  (1,079,065) -5%
Disposal and Processing|  20,026,803| 21,421,263| 22,682,546 1,261,283 6%
Property Insurance 999,117 1,321,679 1,350,825 29,146 2%
Education Center 65,000 65,000 57,000 (8,000) -12%
Credit Cards Charge 123,610 91,194 69,899 (21,295) -23%
Other Operating Expense 316,036 401,618 418,253 16,635 4%
Sewer Charge 70,278 90,426 90,426 0%
Shoreway Operations: $ 42,542,834 $ 43,990,676'$ 44,189,381| $ 198,704 0%
Bond Interest Expense 2,836,101 2,403,333 2,318,458 (84,875) -4%
Franchise Fee (San Carlos) 2,340,169 2,269,725 2,332,305 62,580 3%
Total Shoreway Operations $ 47,719,103 $ 48,663,735r$ 48,840,144| $ 176,409 0%

SBR Compensation Expense: There is a projected 5% decrease in the expense paid to SBR to operate the Shoreway

facility and transport outbound materials to the disposal and processing facilities. SBR is paid on a per ton basis. The budget
assumes a 3.4% decrease in “paid” tons compared to the FY 20/21 Budget. SBR’s fees per ton change with CPI indices are
estimated to decrease 2% on January 1, 2021. Similar to the FY 20/21 budget, $430,000 is included for the cost of additional
MRF sorters needed to clean the bales and improve the quality of fiber commodities in response to continued global market
deterioration on the price of paper. See Attachment E, Table E.3 for detail of SBR Operating Expense.

Disposal and Processing Expense: As shown in Table 9 below, there is a projected $1,261,283 increase in disposal and
processing expense primarily due to projected increased green waste tip fees in January 2021. See Attachment E, Table

E.4 for further details on disposal and processing expense.

Table 9
CY2021 SHOREWAY DISPOSAL EXPENSE DETAIL
FY19/20 FY20/21 CY2021 Variance to
Adopted Adopted Proposed Adopted
Disposal Expense by Material Type Budget Budget Budget Budget Variance %
Solid Waste|  $10,511,836] $11,282,246] $11,348,115 65,869 1%
Organics 6,280,246 6,824,086 7,970,827 1,146,741 17%
C&D, dirt 3,282,825 3,423,692 3,364,396 (59,295) -2%
Other 443,263 447,821 445,638 (2,183) 0%
Subtotal $20,518,170| $21,977,846| $23,128,977 $1,151,132 5%
Paid by SBR (MRF residue) (491,368) (556,583) (446,431) 110,152 -20%
TOTAL DISPOSAL EXPENSE $ 20,026,803 $ 21,421,263 $ 22,682,546 $ 1,261,283 5.9%

SBWMA BOD/TAC STUDY SESSION PACKET 10/15/2020

FULL PACKET PAGE 117 of 149

AGENDA ITEM: 9 - p9




Other Operating Expense (see Table 8):

e Property insurance premiums are projected to increase 2% over FY 20/21.

e Education Center expense is to provide bus service for school children tours. Staff anticipates an extended
ban on in-person facility tours for school students, which will result in lower bussing expenses. Please note
that Staff continues to conduct numerous virtually facility tours and environmental education for virtual
classes.

e Credit card transaction fees paid by SBR for public/non-franchise customer transactions and reimbursed by
the Agency have decreased by $21K based on recent trend.

e Other Operating Expense includes primarily facility and equipment maintenance not covered by SBR in their
contract.

e Sewer usage fees are based on the potable water usage (water meter) at the site.

Franchise Fee (to City of San Carlos): Under the terms of the land use permit at Shoreway granted by the City of
San Carlos to the JPA, the SBWMA pays the City 5% of the total tip fee revenue. Budget is 3% higher than FY 20/21
budget due to the net impact of volume and higher tip fees on revenue.

SBWMA Program & Administrative Expense:

The SBWMA Program & Administrative summary expense is shown in Table 10 below and totals $5,484,849, a 26% increase
over the FY 20/21 Adopted Budget. The CY2021 SBWMA Program & Administrative Expense Budget Detail is shown in
Attachment A — CY2021 Capital & Operating Budget Detail with expense variances described in line-by-line detail. The
increase is partially due to the anticipated and budgeted SB1383 Program compliance expense and initial project related
expenses for MRF Phase Il and O2E Full Scale projects.

Table 10
CY2021 SBWMA PROGRAM EXPENDITURES
FY19/20 FY20/21 CY2021 Variance to
Adopted Adopted Proposed Adopted
Expenditures Budget Budget Budget Budget Variance %
Administrative Expense|  $2,432,820]  $2,591,234|  $2,664,249 $73,015 3%
Member Agency Support & Contract
0
Compliance $446,750] $ 579,253| $ 1,091,600 $ 512,347 88%
State Manadated Public Education & $939,500 $834,000 $802,000 ($32,000) 2%
Qutreach
SB1383 Expenses $339,750 $927,000 $587,250 173%
Total SBWMA Program Expense: $3,819,070|  $4,344,237|  $5,484,849|  $1,140,612 26%
Total Shoreway Operations: $47,719,103] $48,663,735| $48,840,144 176,409 0%
Total Expenses: $51,538,173| $53,007,972| $54,324,993 1,317,021 2%

The SBWMA Program & Administrative budget includes the staff, administrative, and program related expenses to operate
the JPA. The agency has employed a deliberate, consultant-based model to supplement staff time and expertise to fulfil the
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contract compliance, agency reporting, program and administrative functions to meet the goals established by the Board, the
agency’s contracts and regulatory bodies. This dual-tier resources approach strongly benefits the agency by maintaining
critical institutional knowledge and in-house program continuity (staff), while strategically flexing (up or down) contractor use
on an as-needed basis, without bearing the ongoing commitments associated with maintaining a larger staff.

The anticipated staff wage is planned for increase over prior year (adjustments are made on a calendar year basis). The
SBWMA provides non-PERS benefits that are low-cost when compared to other public agencies.

Further staff expense detail and a discussion on staff wages and benefit costs can be found in Attachment C — Organization
chart and Personnel Summary. SBWMA staff will be working to complete critical projects during the FY20/21 that are detailed
in Attachment B - SBWMA Programmatic Detail. A summary of the key projects for CY21 include:

e Completion of a technical operations pilot and financial feasibility analysis of two waste processing systems
(Organics to Energy, and MRF Upgrades Phase 1) to recover organic materials and other recyclables from
residential and commercial solid waste that will boost JPA diversion.

o |nitiation of significant Shoreway Master Planning for anticipated and urgent space, electrical and other upgrade
needs

¢ Conducting a site master plan to identify, evaluate and recommend site layout maximization and highest
operational effiencies, as well as understanding and ranking mandated compliance and program requirements.
This exercise will also include an economic analysis that might provide potential justification for the agency to
secure access of adjacent County-owned property via a 30-50 year lease.

¢ Planning and installation of electric vehicle charging infrastructure for coming EV pilot (to start January 2022) and
rooftop solar upgrades.

o Implementation of programs and projects that have been approved by the Board and that are part of the updated
2020-24 Long Range Plan and the Zero Waste Committee efforts. These projects include implementation of the
following:

- Targeted recycling and organics outreach campaigns and projects to commercial businesses and multi-
family residents.
Environmental education program establishing and reinforcing in-school and virtual recycling and composting
efforts through the provision of student education and engagement, custodial and staff trainings, upgraded
waste infrastructure and on-site technical assistance.

Capital Expenditures:

The CY 2021 Capital Expenditures budget is $2,210,000 including $1.3 million to be paid from the 2019 Bond Fund Account.
A 3-year capital schedule of projects is included in Attachment A.

Reserve Balances and Bond Covenant Projections:

Reserve balances are calculated by adding (or subtracting) the Net Cash Flow to the Beginning Balance to arrive at the
Ending Reserve Balance. Net Cash Flow is the sum of Net Income, less bond principal payment, less capital expenditure,
plus bond issuance proceeds.
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Once the Ending Reserve Balance is calculated, it is then distributed to each specific reserve in the priority established in the
Board approved Reserve Policy: The objective of the Reserve Policy is to maintain an acceptable level of up to 10% of
operating expenses for each of the Rate Stabilization and Emergency Reserve.

Reserve balance projections will be presented to the Board on November 19t for final consideration.

Bond covenant projection can be found on Table 11.

Table 11
Projected Debt Coverage
Operating and Non-Operating Revenue $55,081,566
plus Additional Revenue transfer from reserve or other
Total Revenues 55,081,566
Less: O&M Expense 49,674,230
Net Revenue 5,407,337
Debt Senice 3,543,458
Coverage (Net Revenue/Debt Service) 1.53
2019 Revenue Bond Coverage Ratio 1.40
|Budgeted Net Income $ 756,573
Attachments:

A.  SBWMA FY20/21 Capital & Operating Budget Detail

B. SBWMA Programmatic Detail (Intentionally omitted. Will be provided with the Final Proposed Budget)

C. Organization Chart & Personnel Summary (Intentionally omitted. Will be provided with the Final Proposed
Budget)

D. Commodity Revenue
Supporting Financial and Operational Data (Tonnage, Fees & Rates, Other)

F. Gate Rate Conversion (Yard to Tons)
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Attachment A - CY2021 Budget Revenues by Major Source

10
11

12

13

14
15

16

UNAUDITED ADOPTED Variance %
Preliminary BUDGET PROPOSED Variance to to Adopted

REVENUE SUMMARY FY19/20 FY20/21 BUDGET CY2021|Adopted Budget Budget Notes

ADMINISTRATIVE REVENUE:

INVESTMENT INCOME $ 555,346 | $ 577,455 | $ 282970 | $ (294,486) -51.0%|Lower interest on invested reserves

TOTAL ADMINISTRATIVE $ 555,346 | $ 577,455 | $ 282,970 | $ (294,486) -51.0%

OPERATIONS REVENUE:

SHOREWAY TIP FEES - Non Franchised $ 10,732459|$ 12,339,646 |$ 13,077,573 | $ 731,927 6.0%|Increased tip fees on recovered gate volume
Increased volume projection from FY20/21
Budget. Full year of increased tip fees. Atherton

SHOREWAY TIP FEES - Franchised 35,009,855 |$  35,323627]$ 35,899,851 576,224 1.6%[tonnage removed.

COMMODITY SALES REVENUE 6,012,172 6,001,239 6,182,116 180,877 3.0%|Slight increase in commodity pricing
Anticipating lowering revenue requirement to

COMMODITY REVENUE SHARING W/ SBR (76,665)| $ (71,140)| $ (372,677) (301,537) 423.9%|SBR, which increases revenue share expense

BUY BACK CENTER - Payment to Customers (168,052) Closure of Buyback Center

MISCELLANEOUS REVENUE 19,299 13,548 11,733 (1,815) -13.4%

SUBTOTAL OPERATIONS REVENUE $ 51529069 |$ 53606920 1% 54,798,596 | $ 1,191,676 2.2%

TOTAL OPERATING REVENUES $ 51,529,069 |$ 53,606920]% 54798596 |%$ 1,191,676 2.2%

NON-OPERATING RECEIPTS

GRANT REVENUE $ 500,000 180,000 CalRecycle balance due on completion of O2E

TOTAL REVENUE $ 52,584,415|% 54,364,376 |$ 55,081,566 | $ 717,191 1.3%

TOTAL OPERATING EXPENSES $ 48,825,792 |$ 53,007,972|$ 54,324993]1% 1,317,021 2.5%

NET OPERATING INCOME $ 3,758623|% 1,356,403 $ 756,573 | $ (599,830) -44.2%

10/8/2020
Draft Calendar Year 2021 Budget v6 Revenues 9:48 AM
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PROPOSED
FY19/20 ADOPTED CALENDAR Variance to  |Variance %

PRELIMINARY BUDGET BUDGET Adopted to Adopted
line |EXPENDITURE SUMMARY (UNAUDITED) FY20/21 CY2021 Budget Budget Notes
1 [ADMINISTRATIVE EXPENSES
2 |ADMINISTRATIVE STAFF $ 816,149 | $ 790,932 | $ 810,754 | $ 19,822 2.5% |No COLA increases. Slight increase due to benefit assumptions.

No COLA increases. Convert part-time Project Engineer to full-time on July 1, 2021 (expires 12/31/2024). Reduced salary
3 |MANDATED COMPLIANCE SUPPORT STAFF 994,970 1,104,690 1,097,625 | $ (7,065) -0.6% |for Fellowship positions. Promotion Outreach Manager to senior level.
4  [BOARD COUNSEL 173,421 140,000 160,000 | $ 20,000 14.3% [Support for Executive Director/Agency. Continued complex contracting & regulation support.
5 |BOARD MEETINGS 6,028 7,500 6,700 | $ (800) -10.7% |$4K for Holiday lunch, and $2K for refreshments at Board/TAC meetings, community room rental fee $65/meeting $780
6 |ACCOUNTING SERVICES 146,882 131,369 130,345 | $ (1,025) -0.8% |City of Redwood City Accounting Svcs Agreement Year 2
7 |INFORMATION SYSTEMS 31,290 38,900 45,000 | $ 6,100 15.7% |Contract will increase in June 2021
8 |WEBSITE 44,896 13,000 13,000 | $ - 0.0% [Website hosting, maintenance, and updates/upgrades as needed
9 |ANNUAL AUDIT 8,135 9,100 14,000 | $ 4,900 53.8% |Fees paid to auditors to prepare FY & CY financial statements. Full CY and FY audits in the period.
10 |D&O INSURANCE 47,030 49,805 50,857 | $ 1,052 2.1% [Annual insurance premium for director's and officer's insurance
11 |BANK FEES 7,489 6,459 6,459 | $ - 0.0% |Bank fees on checking account and fees paid to BNY as the Bond Trustee
12 |RENT 58,309 60,000 69,300 9,300 15.5% [Additional sg. footage for SB1383 staff
13 |PRINTING AND POSTAGE - = $ - #DIVIO!  |Cost is covered in the Accounting Services Agreement
14 |UTILITIES 23,436 45,000 25,000 | $ (20,000) -44.4% |Comcast Phone and Internet and San Carlos Utility. Janitorial is in Tennant Improvements
15 |OFFICE/TENANT IMPROVEMENTS 32,399 32,000 10,000 | $ (22,000) -68.8% |Included extra cleaning of the office $600 per month, carpet cleaning twice per year $1800 other misc.
16 |OFFICE SUPPLIES 10,935 19,630 19,000 | $ (630) -3.2% |Office supplies
17 |OFFICE EQUIPMENT COSTS 9,375 10,200 10,200 | $ - 0.0% |Base copier lease is $600/month plus cost per copy
18 |PUBLICATIONS & PUBLIC NOTICES 2,940 5,500 3,360 | $ (2,140) Anticipated public procurement notices
19 |PROFESSIONAL DUES & MEMBERSHIPS 6,097 3,500 9,000 [ $ 5,500 157.1% [Memberships to trade and community organizations (CRRA, SWMA, NCRA, CCAC)
20 |VEHICLE MILEAGE & TOLLS 1,488 1,400 3,000 |$ 1,600 114.3%
21 |CELL PHONES 1,071 1,750 1,750 | $ 0.0% |Cell phone business expense. Increased participation by Management Team.
22 |CONFERENCE & MEETINGS 16,032 18,000 18,000 | $ 0.0%
23 |TRAINING 8,354 | $ 7,500 | $ 7,500 | $ 0.0% [Professional development opportunities. CCAC training, etc. Retreat & additional management leadership class.
24 |SPONSORSHIPS & DONATIONS 30,650 35,000 35,000 | $ 0.0% |Industry Sponsorships: CAW,CRRA,SWANA, Acterra, Sustainable San Mateo, CPSC, NCRA
Mandated agency priorities include these initiatives : Extended Producer Responsibility (EPR); Product Stewardship; Source
25 |LEGISLATIVE & REGULATORY ADVOCACY 40,000 50,000 72,000 | $ 22,000 44.0% |Reduction Initiatives; Lithium-ion Battery safety
26 |COMPUTER PURCHASE 5,058 10,000 46,400 | $ 36,400 364.0% [Need to replace the phone system and server see email with list
27 |TOTAL ADMINISTRATIVE $ 2,522,436 | $ 2,591,234 | $ 2,664,249 | $ 73,015 2.8%
28 |[MEMBER AGENCY SUPPORT & CONTRACT COMPLIANCE
29 |RATE REVIEW $ 35,685 $ 31,520 [ $ 35,000 | $ 3,480 11.0% [Consultant Rate Application Support.
30 |FACILITY IMPROVEMENT OVERSIGHT 85,277 245,000 245,000 | $ - 0.0% |Engineering and construction management support ($95K). Airport feasibility consultants ($150K).
31 |CONTRACT ANNUAL AUDITING $ 48,475 56,133 65,000 | $ 8,867 15.8% [Annual Financial & Systems Audit of RSMC and SBR. Expected increase with new 2021 contract
32 [COLLECTION SERVICES FRANCHISE ADMIN. 2,090 50,000 75,000 | $ 25,000 50.0% |Franchise Administration compliance consulting. Alternative Fuels Consultation $50K.
33 |FINANCE ANALYSIS SUPPORT 18,821 21,600 21,600 | $ - 0.0% [On-Call consultant support as needed.
34 |RECYCLING TECHNICAL ASSISTANCE 61,671 75,000 50,000 | $ (25,000) -33.3% |Diversion consultant support; SB1383 planning
35 |WASTE CHARCTERIZATION SUPPORT 35,063 60,000 75,000 | $ 15,000 25.0% |Waste composition testing (Recology Contract Compliance). OZ2E Pilot finished slurry lab product testing
36 |COLLECTION RFP CONSULTING SUPPORT 40,000 40,000 | $ 0.0% |Potential RFP support
37 |BATTERY MANAGEMENT PLANNING - | $ - Absorbed into the Battery outreach one below (line 57). Battery program change is complete.
38 |MASTER PLAN ASSESSMENT 130,000 | $ 130,000 Master Plan assessment and report ($100K). Electrical system capacity analysis consultant support ($30K)
39 |O2E PILOT TESTING 80,000 | $ 80,000 Anaergia marketing support to WWTP ($60K). EPA share in data collection and report preparation ($20K)
40 [MRF PHASE Il INITIAL ASSESSMENT STUDIES 130,000 | $ 130,000 RFP preparation, market assessment, system optimization consulting, contract preparation
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PROPOSED
FY19/20 ADOPTED CALENDAR Variance to  |Variance %
PRELIMINARY BUDGET BUDGET Adopted to Adopted
line |EXPENDITURE SUMMARY (UNAUDITED) FY20/21 CY2021 Budget Budget Notes
41 [O2E FULL SCALE INITIAL ASSESSMENT 145,000 | $ 145,000 Technical analysis/recommendation, test loads for offsite processing, technology review, contract preparation
42
43 |TOTAL MA SUPPORT & CONTRACT COMPLIANCE 287,081 | $ 579,253 | $ 1,091,600 | $ 512,347 88.4%
44 |STATE MANDATED PUBLIC EDUCATION & OUTREACH
45 [STATE'S REQUIRED ANNUAL REPORTS - |3 33,000 | $ 33,000 | $ 0.0% |Annual AB 939 EAR submittal for 10-MAs
46 |SBWMA ANNUAL REPORT 2,044 2,500 2,500 - 0.0% [Creation of SBWMA annual report
47 |DIVERSION PROGRAM SUPPORT 4411 50,000 45,000 (5,000) -10.0% [Public spaces recycling assistance ($30k); Diversion program support ($15k)
48 |EVENT GIVEAWAYS 4,925 7,500 7,500 0.0%
49 [LONG RANGE PLAN - - - #DIV/0!
50 |DIVERSION/COMPLIANCE; ZERO WASTE PROGRAMS 64,927 75,000 75,000 0.0% [Zero Waste Committee initiatives - tech and consulting support. Alternative fuel site infrastructure consulting.
51 [IN-SCHOOL ENVIRONMENTAL EDUCATION 9,404 32,000 32,000 0.0% [Materials ($6K), storage/transport ($2K), school recognitions ($4K), staff/technical support ($20K)
52 |LARGE EVENT & VENUE SUPPORT - #DIV/O!
53 |CLIMATE ACTION PLANNING 25,000 25,000 0.0% |Annual climate register & Member Agency support.
AB 1826, AB 341, AB 827 Compliance ($10k); Promote reusables for businesses ($60k); Recycling Technical
54 |RECYCLING TECHNICAL ASSISTANCE - 85,000 85,000 0.0% |Assistance($15k)
55 [COMMERCIAL/MFD CONTAINERS 17,122 34,000 34,000 0.0% |MFD recycle bags, internal containers, MA containers per Franchise Agreements
56 |MULTI-FAMILY OUTREACH 73,670 90,000 90,000 - 0.0% |Education and outreach per FA; compliance with state laws; MFD Toolkit and other outreach
57 |MEMBER AGENCY & RATE PAYER EDUCATION 43,958 110,000 93,000 (17,000) -15.5% [Biannual newsletters to Member Agency residents.
58 [RESIDENTIAL OUTREACH PROGRAMS 94,651 90,000 90,000 - 0.0% |Education and outreach per FA, Annual Service Notice mailing.
59 |COMMUNITY EVENTS 8,456 50,000 40,000 (10,000) -20.0% (Earth Day ($5K), Rethink Recycling Day ($10K), Fixit Clinics ($25K)
60 |HHW PROGRAM OUTREACH - 30,000 30,000 0.0% |Annual promotion of local HHW disposal options for all ratepayers
61 |BATTERY OUTREACH 41,928 90,000 90,000 0.0% |Educate residents and businesses about risk of battery fires and proper disposal options, including MFD battery bucket
Shred, e-waste, and compost events for Member Agencies (coordination, support, outreach, etc.) RFP for Shredding
62 |SHRED EVENT SERVICE 15,382 30,000 30,000 0.0% |Services
- #DIV/O!
63 |TOTAL STATE MANDATED PUBLIC EDUCATION & OUTREACH 380,878 | $ 834,000 | $ 802,000 | $ (32,000) -3.8%
64 |SBWMA PROGRAM BUDGET 3,190,395 | $ 4,004,487 | $ 4,557,849 | $ 553,362 13.8%
Source: HFH Presentation 10/15/2020 - Projected start up costs from the Cash Flow Projection Slide (FY19/20 &
65 [SB1383 COMPLIANCE 5 339,750 927,000 587,250 172.8% |FY20/21 of $927,000). Includes 1.0 Net New FTE (Program Manager II)
66 [TOTAL SBWMA PROGRAM BUDGET 3,190,395 | $ 4,344,237 | $ 5,484,849 | $ 1,140,612 26.3%
67 |SHOREWAY OPERATIONS
68 |OPERATING CONTRACT - SBR OPERATIONS 19,883,901 [$ 20,599,497 [$ 19,520,431 (1,079,065) -5.2% |Budgeted reduced volume
69 |DISPOSAL 18,745,494 21,421,263 22,682,546 1,261,283 5.9% |Organics processing increase and full year of increased rates for the new Ox Mountain disposal contract
70 |INSURANCE SHOREWAY 991,638 1,321,679 1,350,825 29,146 2.2% |Property insurance premium. Estimated increase.
71 |SHOREWAY FACILITY COST 248,475 200,000 200,000 - 0.0% |Budget for unanticipated routine Shoreway maintenance items that are non-CapEx
72 |CREDIT CARDS CHARGES 63,544 91,194 69,899 (21,295) -23.4% SBR pass through of credit card fees from their bank from public customers.
73 |SHOREWAY CHARGES 24,068 13,345 36,000 22,655 169.8% |Amortize O2E equipment
74 |EDUCATION CENTER OPERATIONS 35,201 65,000 57,000 (8,000) -12.3% | Tours program equipment ($5K), school bus services ($20K), poster and art contests ($7K), Ed Center upgrades ($25K)
75 |SHOREWAY MRF EQUIP. MAINTENANCE > $10k - 100,000 100,000 0.0% |Unanticipated MRF equipment maintenance (non-CapEx) expense
76 |SEWER FEES (PROPERTY TAX) 92,086 90,426 90,426 - 0.0% |Actual sewer charge from City of San Carlos on tax hill based on prior year water usage
77 |E-RECYCLING 82,253 88,273 82,253 (6,020) -6.8% |E-waste market has shifted from a revenue source to expense. Previously budgeted as revenue
10/8/2020
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PROPOSED

FY19/20 ADOPTED CALENDAR Variance to  |Variance %

PRELIMINARY BUDGET BUDGET Adopted to Adopted
line |EXPENDITURE SUMMARY (UNAUDITED) FY20/21 CY2021 Budget Budget Notes
78 |SUB SHOREWAY OPERATIONS COST $ 40,166,660 | $ 43,990,676 | $ 44,189,381 | $ 198,704 0.5%
79 40,166,660 43,990,676 44,189,381 198,704
80 |TOTAL OPERATING EXPENSES $ 43,357,056 | $  48,334914 |$ 49674230 |$ 1,339,316 2.8%
81 |NON-OPERATING EXPENSES
82 [BOND ISSUANCE & LOSS ON DEBT REFUNDING $ 906,002
83 |DEBT SERVICE BOND INTEREST $ 2,384,556 | $ 2,403,333 | $ 2,318,458 (84,875) -3.5% |Budgeted interest expense 2019 Bond Issuance
84 |FRANCHISE FEE TO CITY OF SAN CARLOS 2,178,179 2,269,725 2,332,305 62,580 2.8% |5% Franchise Fees paid by JPA to the City of San Carlos on tip fee revenue.
85 [TOTAL NON-OPERATING EXPENSES $ 5468736 |$ 4,673,058 % 4,650,763 | $ (22,295) -0.5%
86 |TOTAL SHOREWAY OPERATING EXPENSES $ 45635397 |$ 48,663,735 |$ 48,840,144 | $ 176,409 0.4%

TOTAL EXPENSES (SBWMA

87 |Program + All Shoreway Operations) $ 48825792 |$% 53007972 |% 54324993 |% 1,317,021 2.5%
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CY 2021 BUDGET

CAPITAL EXPENDITURE BUDGET Year 1 Year 2 Year 3 Description
Proposed Proposed Proposed
Budget Budget Budget

Capital Project Name CY2021 CY2022 CY2023
Site paving repairs and restriping2 1,500,000 | Repaving of collection fleet parking area. Planned after fuel tank removal project.
Truck shop building 25,000 25,000 25,000 | Place holder for unanticipated capital needs.
TS building and tip floor 50,000 200,000 50,000 | Tip floor resurfacing. Place holder for unanticipated capital needs.
MRF building and tip floor 50,000 100,000 50,000 | Tip floor resurfacing. Place holder for unanticipated capital needs.
Admin building 40,000 40,000 40,000 | Place holder for unanticipated capital needs.
General site projects 100,000 100,000 100,000 | Place holder for unanticipated capital needs.
MRF fire suppression 100,000 100,000 50,000 | Place holder for unanticipated capital needs. The agency has an interest in implementing new fire preve
Storm water treatment 50,000 25,000 25,000 | Compliance new SW regulations require treatment of site storm water prior to release.
MRF Wall extension 100,000 Extend height of existing MRF Pushwall
PRC Document shredder 150,000 New customer service feature at PRC
Electrical Engineering & Design 100,000 Power capacity Upgrade
Alt Fuels 1x Charger Installation 185,000 1 Charger for 2 pilot EV trucks to arrive Jan-2022, with future 2+ chargers, 4+ trucks planned'
CIP Projects (see detail below) 1,260,000 12,500,000 9,000,000

Total Budget for Capital Projects 2,210,000 13,090,000 10,840,000
|FUNDING SOURCE
Bond Project Fund 1,260,000 11,100,000
Capital Reserve 950,000 1,990,000 10,840,000
| Total Funding Source 2,210,000 13,090,000 10,840,000
CIP Project Detail Year 1 Year 2 Year 3
Organics 2 Energy Pilot 100,000 Equipment enhancements to O2E Pilot
Phase | MRF Upgrades Project under design with planned BOD approval 2019 and start in 2020.
Phase Il MRF Upgrades 1,100,000 5,000,000 Project to be designed after assessment of Phase | improvements and market conditions
Organics 2 Energy Full project 60,000 5,000,000 5,000,000 | Project to be designed after assessment of Pilot O2E and market conditions
Underground fuel tank removal project 1,500,000 | Existing UST tanks are single wall and need to be removed using Remediation Reserve.
New Fleet fueling system project 2,500,000 | System design pending replacement collection fleet fuel decision.

Shoreway power supply system upgrade 2,500,000
$ 1,260,000 [$ 12,500,000 |$ 9,000,000
10/8/2020
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Agenda Item 9 Omitted Attachments:

B. SBWMA Programmatic Detalil (Intentionally omitted. Will be provided with the Final Proposed
Budget)

C. Organization Chart & Personnel Summary (Intentionally omitted. Will be provided with the Final
Proposed Budget)
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CY2021 BUDGET

COMMODITY REVENUE
FY20/21 CY2021 CY21lvs.FY21
Adopted Proposed Adopted
COMMODITY REVENUE Budget Budget Budget Variance %
Tons Sold 58,444 58,577 132 0.2%
Wtd Avg. Price $ 102.68 $ 10554 $ 2.86 2.8%
Gross Revenue $ 6001239 $ 6182116 $ 180,877 3.0%
Revenue Share w/ SBR $ (71,140) $ (372,677) $ (301,537) 423.9%
Buyback Payments $ - 3 $
Net Commodity Revenue $ 5930100 $ 5,809,440 $ (120,660) -2.0%
Price / Volume Impact | Price |  Volume | Total |
Tonnage Change 102.68 132 $ 13,603
Price Change $ 2.86 58577 $ 167,273
Total Change (Gross) $ 180,877
Attachment D
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CY2021 BUDGET

Attachment E - CY2021 Budget Support Files: REVENUE, EXPENSE DETAIL

Update: October 2020

Summary Tables
Table E.1
TIP FEE REVENUE
CY2021
FY19/20 FY20/21 Proposed CY21vs. FY21
Adopted Budget|Adopted Budget Budget Adopted Budget| Variance %
Franchise Revenue
Tons 298,681 277,121 273,858 (3,263) -1.2%
Wid Avg.Tip Fee $ 12398 $ 12747 $ 131.09 3.62 2.8%
Franchise Revenue $ 37,030,309 $ 35323627 $ 35899851 $ 576,224 1.6%
Public Revenue
CulYards 207,466 195,777 210,860 15,082 7.7%
Witd Avg.Tip Fee $ 4288 $ 4754 $ 49.49 1.94 4.1%
Public Revenue Cu/YDS $ 8896073 $ 9,307,837 $ 10,434,497 $ 1,126,659 12.1%
Tons (3rd party ) 18,194 15,009 11,465 (3,544) -23.6%
Witd Avg.Tip Fee $ 127.07 $ 128.86 $ 129.09 0.23 0.2%
Public Revenue Tons $ 2311880 $ 1934061 $ 1,480,033 $ (454,028) -23.5%
Public Dirt Tons 8,221 9,469 9,941 471 5.0%
Wtd Avg.Tip Fee $ 110.00 $ 11593 $ 117.00 1.07 0.9%
Sub Total $ 904,297 $ 1,097,747 $ 1,163,042 $ 65,296 5.9%
Public Revenue Total $ 12112251 $ 12339646 $ 13077573 $ 737,927 6.0%
Total Tip Fee Revenue $ 49142560 $ 47,663273 $ 48977424 $ 1,314,151 2.8%
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CY2021 BUDGET

Table E.2
TRANSFER STATION VOLUME
CY2021
FY19/20 FY20/21 Proposed CY21vs. FY21

Total TS Tonnage and Yards Adopted Budget|Adopted Budget Budget Adopted Budget| Variance %
Franchise tons
SBWMA Solid Waste tons 182,013 172,409 174,822 2,414 1.4%
SBWMA Organics tons 88,121 85,087 82,952 (2,135) -2.5%
SBWMA Food Waste tons 24,630 15,878 12,274 (3,604) -22.7%
SBWMA Dirt, Inert, Other tons 3,917 3,748 3,810 63 1.7%

Sub-total Franchise 298,681 277,121 273,858 (3,263) -1.2%
Public tons
Non-SBWMA SW tons 4,161 4,249 4,435 187 4.4%
Non-SBWMA Scrap tons 307 188 178 (10) -5.2%
Non-SBWMA FOOD tons 4,766 2,943 0 (2,943) -100.0%
Non-SBWMA C&D tons 7,025 5,052 5,031 (21) -0.4%
Non-SBWMA ORGANIC tons 368 433 412 (21) -4.9%
Non-SBWMA Asphalt Roofing tons 1,568 2,144 1,409 (736) -34.3%
Non-SBWMA Clean Wood tons 0 0 0 - 0.0%
Public Weighed Dirt ton: 8,221 9,469 9,941 471 5.0%

Sub-Total Public tons 26,415 24,479 21,406 (3,073) -12.6%
Total Tons 325,096 301,600 295,264 (6,336) -2.1%
Public Cu/Yds. 0.0%
Public Solid Waste Yards ClYds. 62,546 61,315 64,445 3,130 5.1%
Public Green Waste Yards ClYds. 48,320 50,208 50,135 (73) -0.1%
Public C&D C/Yds 96,600 84,254 96,279 12,025 14.3%
Total Cubic Yards 207,466 195,777 210,860 15,082 7.7%
Attachment E 10/7/2020
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CY2021 BUDGET

Table E.3
SBR OPERATING EXPENSE
CY2021
FY19/20 FY20/21 Proposed CY21vs. FY21
A. |Summary Adopted Budget|Adopted Budget Budget Adopted Budget| Variance %
MRF $ 7613837 $ 7823623 $ 7276520 $ (547,104) -7.0%
Transfer Station 5,189,041 5,015,520 4,967,651 $ (47,869) -1.0%
Transportation 8,098,228 7,749,548 7,276,261 $ (473,287) -6.1%
Interest 40,885 10,806 - $ (10,806) -100.0%
TOTAL SBR EXPENSE $ 20941990 $ 20599497 $ 19,520,431 $ (1,079,065) -5.2%
CY2021
FY19/20 FY20/21 Proposed CY21vs. FY21
B. SBR Expense Detail Adopted Budget|Adopted Budget Budget Adopted Budget| Variance %
MRE
Tons, Inbound 72,150 73,719 68,923 (4,796) -6.5%
Tons, residue (12,901) (12,810) (10,346) 2,464 -19.2%
Tons, net sold 59,249 60,909 58,577 (2,332) -3.8%
Witd Avg.Rate $ 120.02 $ 12099 $ 116.82 $ (4.18) -3.5%
Expense $ 7110815 $ 7,369,628 $ 6,842,660 $ (526,968) -1.2%
MRF Additional Sorters 503,022 $ 453995 $ 433,860 (20,135) -4.4%
Transfer Station
Tons 390,532 368,291 355,849 (12,442) -3.4%
Witd Avg.Rate $ 1329 $ 13.62 $ 13.96 $ 0.34 2.5%
Expense $ 5189041 $ 5015520 $ 4,967,651 $ (47,869) -1.0%
Transportation
Tons 390,532 368,291 355,849 (12,442) -3.4%
Wid. Avg. Rate $ 20.74 $ 21.04 $ 2045 $ (0.59) -2.8%
Expense $ 8098228 $ 7,749548 $ 7276261 $ (473,287) -6.1%
Interest $ 40,885 $ 10,806 $ $ (10,806) -100.0%
TOTAL SBR "PAID" TONS 840,312 797,490 770,274 (27,215) -3.4%
TOTAL SBR EXPENSE $ 20941990 $ 20599497 $ 19520431 $ (1,079,065) -5.2%
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CY2021 BUDGET

Table E.4
DISPOSAL & PROCESSING EXPENSE
CY2021
FY19/20 FY20/21 Proposed CY21vs. FY21
Adopted Budget|Adopted Budget Budget Adopted Budget| Variance %
A. Summary
Solid Waste $ 10511836 $ 11,282,246 $ 11,348,115 $ 65,869 0.6%
Organics $ 6280246 $ 6824086 $ 7,970,827 $ 1,146,741 16.8%
Cé&D, dirt $ 3282825 $ 3423692 $ 3,364,396 $ (59,295) -1.7%
Other $ 443263 $ 447821 $ 445,638 $ (2,183) -0.5%
Subtotal $ 20518170 $ 21977846 $ 23128977 $ 1,151,132 5.2%
Paid by SBR on MRF residue $ (491,368) $ (556,583) $ (446,431) $ 110,152 -19.8%
TOTAL DISPOSAL EXPENSE $ 20,026,803 $ 21421263 $ 22,682,546 $ 1,261,283 5.9%
B. Detall
Solid Waste (Ox Mtn.)
Tons, net 220,793 211,857 210,396 (1,460) -0.7%
Wtd Avg.Rate $ 4761 $ 53.25 $ 5394 $ 0.68 1.3%
Expense $ 10511836 $ 11282246 $ 11,348,115 65,869 0.6%
Organics (Newby, BVON)
Tons, net 123,864 110,004 110,491 487 0.4%
Wid Avg.Rate $ 50.70 $ 62.03 $ 7214 $ 10.11 16.3%
Expense $ 6280246 $ 682408 $ 7,970,827 1,146,741 16.8%
C&D (Zanker)
Tons, net 45,874 46,430 45,308 (1,222 -2.4%
Witd Avg.Rate $ 7156 $ 7374 $ 7426 $ 0.52 0.7%
Expense $ 3282825 $ 3423692 $ 3,364,396 (59,295) -1.7%
Other
Tires $ 4,022 $ 4980 $ 3976 $ (1,004) -20.2%
Appliances $ 40,240 $ 41120 $ 44320 $ 3,200 7.8%
Hazardous Waste $ 389,714 $ 392,788 $ 389,171 $ (3,617) -0.9%
Sharps, Misc. $ 9,287 $ 8,933 $ 8171 $ (762) -8.5%
Expense $ 443263 $ 447821 $ 445,638 $ (2,183) -0.5%
Summary
TS Tons 390,532 368,291 366,195 (2,095) -0.6%
Witd Avg.Rate $ 5128 $ 58.16 $ 6194 $ 3.78 6.5%
Disposal Expense $ 20026803 $ 21421263 $ 22682546 $ 1,261,283 5.9%
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Table E.4a (subset of Disposal Expense - Organics, only, Detail)

CY2021 BUDGET

ORGANICS PROCESSING EXPENSE DETAIL
CY2021
FY19/20 FY20/21 Proposed CY21vs. FY21
Adopted Budget|Adopted Budget Budget Adopted Budget| Variance %

Organics (Newby)

Tons, net 49,812 43,922 49,857 5,935 13.5%

Witd Avg.Rate $ 68.45 $ 70.82 $ 7202 $ 1.20 1.7%

Expense $ 3409645 $ 3,110,602 $ 3,590,723 480,120 15.4%
Organics (BVON)

Tons, net 74,053 56,865 48,360 (8,505) -15.0%

Witd Avg.Rate $ 38.76 $ 5153 $ 69.00 $ 17.47 33.9%

Expense $ 2870602 $ 2930014 $ 3,336,815 406,801 13.9%
Food (BVON)

Tons, net 9,217 12,274 3,057 33.2%

Witd Avg.Rate 3$ 85.00 $ 85.00 $ - 0.0%

Expense $ $ 783470 $ 1,043,289 259,820 33.2%
Total Organics

Tons, net 123,864 110,004 110,491 487 0.4%

Witd Avg.Rate $ 50.70 $ 62.03 $ 7214 $ 10.11 16.3%

Total Organics Expense $ 6280246 $ 6824086 $ 7,970,827 1,146,741 16.8%

Attachment E 10/7/2020
Draft Calendar Year 2021 Budget v6 Page 5 of 5 4:43 PM
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Attachment F

GATE RATE CONVERSION (YARDS to TONS) *
Franchise
July 1, 2020 Low High Tonnage
Range | Range Rate

Solid Waste $ 144 $ 384 $ 121
Gate Rate (Yards) $ 48 $ 48
Yards/Ton Conversion Rate (Yard per Ton) 3.0 8.0

Green Waste $ 200 $ 38 $ 126
Gate Rate (Yards) $ 50 $ 50
Yards/Ton Conversion Rate (Yard per Ton) 4.0 7.7

C&D $ 192 $ 336 $ 121
Gate Rate (Yards) $ 48 $ 48
Yards/Ton Conversion Rate (Yard per Ton) 4.0 7.0

* Data for high and low ranges from three sources (US EPA April 2016 Volume-to-Weight Report, SBWMA 2018
Self-Haul Material Bulk Density Test and South Bay Recyling's MASS Balance Reports).

10/7/2020
4:41PM
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STAFF REPORT

To: SBWMA Board of Directors and Technical Advisory Committee
From: Matt Southworth, Sr. Facilities Engineer

Grant Ligon, Management Analyst Il
Date: October 15, 2020 Board of Directors/Technical Advisory Committee Study Session
Subject: Discussion on PG&E EV Fleet Subsidy Grant Program Request (Revised 10/12/20)
Recommendation

This is an informational discussion only. The joint Staff/Recology workgroup (Workgroup) will update the Board of
Directors and Technical Advisory Committee (TAC) on its initial findings to date and Zero Waste Committee and
Finance Committee feedback regarding the timing, costs, and subsidy and other options available to transition a
portion of Recology’s current fleet of 144 renewable diesel-fueled vehicles to zero emission vehicles (ZEVs) with
electric powertrains during the 2021-2026 planned fleet replacement timeframe.

The workgroup seeks Board and TAC input in preparation for a future Board action item to consider the issuance
of a Letter of Commitment in PG&E’s Electric Vehicle Subsidy Grant Program. Because program funding is finite,
Staff has been advised to submit the Agency’s application with urgency, therefore, we anticipate presenting this
item at the November 19t Board meeting.

Summary
The current restated and amended Franchise Agreement with Recology specifies replacement of the entire

collection fleet spread over the years from 2021 to 2026. A schedule of new purchases and vehicle retirements
lists the numbers of vehicles and vehicle types by year. This agreement was finalized in 2018 and included a $54
million dollar budget (with future CPI adjustments) to fund the replacement of Recology’s entire 144 vehicle fleet
during this period. This budget, however, was based on the standard practice of purchasing all replacement
vehicles with diesel engines. Since this time, the State’s climate action goals (AB32) and air emission goals for
2030 have become much more clearly defined which will require converting a portion of this replacement fleet to
Zero Emissions Vehicles (ZEV). CARB now identifies ZEVs as electric powered.

Recently, the California Air Resources Board (CARB) issued requirements for this classification of commercial
vehicles to transition to electric power by 2030. Additionally, the recent Executive Order (EO N-79-20) banning
internal combustion engine sales in 15-25 years, and the Agency’s 2020-24 Long Range Plan, all support our
Member Agency’s Climate Action Plans and the Agency’s goals of minimizing agency-wide greenhouse gas
(GHG) emissions. This information has altered the Workgroup’s recommendations to align with these aggressive
climate action goals and have resulted in our recommended path forward for this fleet replacement, considering
timing and available subsidy programs. These recommendations also reflect Staff's understanding of Recology’s
approach to moving forward with the procurement.
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Background and Analysis

For many years the only feasible alternative to diesel fuel for heavy trucks was natural gas (methane, or NG). For
that reason, it had been prioritized for collection fleet upgrades in recent years. This approach would have aligned
nicely with the Agency’s Organics-to-Energy project(s) since the Biogas end-product (Renewable Natural Gas
(RNG)) could potentially fuel some of the new Recology collection trucks. However, given the State’s recent laws
and regulations, California’s transportation policy is clearly is moving towards electric power. To properly align
with these fleet planning mandates, the Workgroup’s research and planning activities have deliberately pivoted
away from RNG and shifted over to a battery-electric powered fleet. Both directions were called out in the
SBWMA's 2020-24 Long Range Plan that was adopted in 2019.

Renewable Diesel Fuel:

In November 2019, Recology and SBR (with Staff concurrence) switched from using petroleum diesel to
renewable diesel (RD) to fuel their existing diesel truck fleets. In some emissions categories, RD has cleaner
tailpipe emissions when compared to ultra-low sulfur diesel fuel. Renewable diesel has been priced to closely
match that of ultra-low sulfur diesel. The switch to renewable diesel did not involve any changes to our fueling
infrastructure or to the operation or maintenance of the diesel trucks, supporting their continued usage as a
primary fuel source for the Recology and SBR fleets in the near-term. The supply of renewable diesel appears to
be increasing, with the current provider (Neste) expanding their processing capacity and feedstock acquisition.
Renewable diesel use will continue during the projected 10 to 15-year fleet life anticipated in the new Franchise
Agreement, and not require the need for additional vehicle replacement during the current term of the Franchise
Agreement.

The Workgroup has concluded that RD will be a suitable fuel option for the foreseeable future for the portion of
Recology’s non-ZEV replacement fleet vehicles. These vehicles are scheduled to be replaced between 2021-2023
which precedes the broad availability of battery-electric vehicles.

Battery-Electric:
Battery-electric trucks have been in development over the last several years and have followed the development
path of battery-electric automobiles. Compared to diesel, the primary attributes favoring battery-electric trucks
are:

e Zero tailpipe emissions

e Lower noise production

e Lower maintenance cost

e Lower fuel cost, and

o Lower fuel carbon-intensity (perhaps as low as zero assuming renewable electricity).

Given Peninsula Clean Energy’s 100% renewable electricity provision to Shoreway via Eco-100 electricity service,
these ZEVs would greatly reduce the SBWMA’s Greenhouse Gas (GHG) emissions since Recology
collection/support trucks and SBR long-haul trailers/support vehicles are responsible for 91% of the SBWMA’s
overall Scope 1 and 2 GHG emissions in the recent 2017 inventory. Disadvantages of battery-electric trucks are:

e A much higher initial purchase price (currently)
e A smaller payload capacity and operational performance

A lower payload means that more routes (and trucks/drivers) may be required to complete the current workload,
based on Recology's experience with first generation BYD EV trucks. An additional factor in ZEV life-cycle cost
analysis in California is a subsidy available to battery-electric vehicles of any kind through the Low Carbon Fuel
Standard (LCFS). This subsidy can reduce the cost of electricity as motor fuel to near zero (or even below zero
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for renewable electricity refueling). Combining the benefits of lower maintenance and fuel costs (including LCFS
subsidy) with the higher (current) vehicle purchase price (up to $275k/unit more expensive) yields an economic
lifecycle trade off that is slightly more expensive at present than diesel.

Grant funding is currently available and may improve the economics, as discussed below. Economics will also
likely improve with time as battery (and thus vehicle) costs decline, continuing the trend from 2007 to 2019 of an
average 16% annual decline in the cost of battery packs (to 2019's level of $161 per kWh, which if the trend holds
will reach ~$95/kWh in 2022, below the $100/kWh price often cited as the point where EVs will reach cost parity
with gas-powered vehicles).

However, because of the nascent nature of battery-electric vehicles, it has not yet been consistently demonstrated
that a battery-electric refuse truck can be affordably sized to do as much work in a day as a comparable diesel
truck. This is also important for staffing utilization. Pilot testing should reveal this over the next few years.It is for
this reason that the Workgroup is excited by Recology’s commitment to provide us with the first short-term use of
their preferred manufacturer AutoCar’s first ZEV Class 8 trucks. The first two AutoCar ZEVs are expected to arrive
for SBWMA-area testing in January 2022. Also, lower long-term maintenance expenses are expected (based on
market data on current battery-electric automobiles and buses), but this fact is yet to be proven. Because of these
lifecycle unknowns at this time, unbudgeted replacement batteries and/or vehicles may be required during the
final phase of this current 15-year Franchise Agreement term.

Requlatory Environment
There are three primary regulatory and policy drivers for this portion of the discussion:

1. California’s SB 32, the California Global Warming Solutions Act: passed in 2006, this requires there
be a reduction in greenhouse gas emissions to 40% below the 1990 levels by 2030.

2. California Executive Order N-72-20: passed in September 2020, this bans non-ZEV sales by 2035 for
light-duty vehicles, and by 2045 where “feasible” (likely applicable for waste collection fleets, where at
least 2 manufacturers’ ZEVs are available for purchase at present) for medium- and heavy-duty vehicles
like Class 8 refuse collection trucks.

3. CARB Advanced Clean Trucks Rule: passed in June 2020, this requires that truck manufacturer’s sales
to California must include at least 9%, 11% and 13% Class 8 zero-emission trucks by 2024, 2025 and
2026, respectively (see Table 1 below). Paired with Recology’s Franchise Agreement Attachment N Fleet
Replacement Schedule (see Table 2), this indicates that at least 6 electric vehicles must be purchased by
Recology to satisfy this rule. Those percentages increase each year to 50 percent by the year 2030.

Table 1. ZEV Sales Percentage Schedule (CARB).
Class 4-8 Group Vehicles

Model Year (% of Fleet vehicles that must be ZEV)

2024 9%
2025 11%
2026 13%
2027 20%
2028 30%
2029 40%
2030 50%
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The other area of concern for CARB is criteria pollutants that form smog. While internal combustion
engine emissions are much cleaner than they were 10 years ago, no matter which fuel is used, NOx is
still considered a problem. Most of the heavily populated portions of California violate air quality
standards periodically and are classified as “non-attainment areas”, with the Bay Area recently being
classified as in marginal non-attainment for Ozone, which further suggests the need to pursue ZEV
procurement.

4. The SBWMA'’s 2020-2024 Long-Range Plan Goals: While it is not a regulation, the SBWMA has as part
of its 2020-24 Long Range Plan’s Mission Statement and Guiding Principles, one of three Triple Zero
Goals being minimizing Agency-wide GHG emissions. These Agency goals were developed and adopted
to be in direct alignment with each of our member agency’s Climate Action Plans, and were intended to
be met in part by transitioning part of the Recology fleet to RNG- and/or electric-fueled vehicles.

Discussion

While several truck manufacturers are known to be working to bring battery-electric refuse vehicles to market, we
understand others are also working on electrification, but have not yet announced models for sale. At least two
manufacturers have battery-electric refuse industry trucks available now. If the SBWMA were to request that
Recology replaces the old trucks with battery-electric technology according to the procurement schedule, this
would be one of the earliest large or partial fleet conversions in the solid waste industry. While achieving the
Agency’s environmental goals, this “early adopter” position would require more capital than currently budgeted
(the budget for fleet replacement is based on lower cost diesel vehicles) and have greater technology risk, which
should decline greatly with coming battery improvements and newer manufacturers and generations of EVs
coming to market by the time our partial fleet EV procurement could start in 2023 for 2024 deployment.

While CARB has aggressive plans to further reduce both tailpipe emissions and that of greenhouse gases, we
have not been able to find any specific regulations that would prohibit the purchase of non-zero-emissions trucks
for this procurement schedule. Once the feasibility of battery-electric technology becomes sufficiently clear for
heavy trucks, we expect more rules from CARB to accelerate the transition to zero-emissions fleet vehicles. With
Board support, Staff will pursue important funding/subsidies to soften the economics of this transition, such as
participating in PG&E'’s EV Fleet program

Recology’s Commitment to Battery-Electric

On June 11t 2020, Recology’s corporate Vice President of Equipment Procurement, Mr. Bennie Anselmo,
advised the Zero Waste Committee that Recology is actively working with their preferred manufacturer Autocar to
develop and purchase suitable battery-electric vehicles for our service area and others. The Workgroup has been
advised that AutoCar is an solid waste industry vehicle specialist, and they recognize that the shift under way in
California to battery-electric powered fleets. Recology estimates that their preferred manufacturer will have
battery-electric models readily available by 2024 and that these vehicles will work for the intended purpose.
Unfortunately, the procurement schedule (Attachment N) in the Franchise Agreement indicates the bulk (90) of the
144 new trucks must be acquired by 2024 to maintain driver and road safety standards (see Table 2 below).
Recology’s preferred truck manufacturer, AutoCar, will not have battery-electric vehicles available for the planned
2022-23 fleet purchases of 86 vehicles. Therefore, these replacements will have standard diesel engines that will
be powered by RD.
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Table 2. Attachment N: Planned Collection Truck Procurement Schedule.

2021 2022 2025 2026  Total

2003 | 2024

Acquisiton Year

# of Trucks to be
purchased per

Franchise Agreement 4 36 50 40 10 4 144

Proposed Roadmap

The Workgroup is reviewing the feasibility of delaying vehicle procurement schedule shown in Table 2 (i.e. shifting
the purchase of some of the 2023 vehicle purchases to 2024). However, even with a 2 or 3 year delay, it may not
be possible to sync up the majority of the truck procurement to battery-electric ZEVs. Therefore, the default
position for new truck procurement in the meantime is standard diesel engines using RD fuel.

To help understand the performance capabilities of battery-electric collection vehicles in the SBWMA service area,
the Workgroup is pursuing the aforementioned two ZEV pilot project in early 2022, as supported by Zero Waste
Committee on July 231, 2020. To charge these and later ZEVs, Shoreway will require installation of ZEV truck-
charging infrastructure. Staff is currently working with PG&E to get as much information as possible to determine
costs to both parties, commitments, subsidy opportunities and key planning milestones relating to facility electrical
upgrades. Staff will report back out to the Board and Committees as this process and costs become known.

Table 3 (below) provides an overview of the vehicle fleet economics including the premium costs (those costs
estimated to exceed those currently planned for in the restated and Amended Franchise Agreement’s fleet
replacement plan). Several sets of credits are also estimated. Maintenance costs are unknown at this time so no
costs have been entered. The first six cost rows are given in units of $1000/year, while all estimates are based on
the assumption that EV trucks reach diesel truck productivity (for 1:1 replacement) by 2024 deployment, unlike
Recology's experience so far with BYD's first generation (trial) truck models with undersized batteries.

Table 3.
Estimated Annual Cost and GHG Impact of ZEV Purchases
Per ZEV Pilot ZEVs CARB Min. ZEV Purchases
Per Year Parameter | #ZEVs 1 2 6 24 54
1 ZEV Cost Premium ($/year) (1) S$31 $61 $183 $732 $1,600
2 Site Infrastr. Cost Premium (2) S24 $24 $42 $169 $355
3 Fuel Savings (3) -S1 -$3 -S8 -S34 -$76
4 LCFS Credit (4) -S16 -$32 -$S97 -S389 -$876
5 Maintenance Savings (5) 0 0 [0) 0 0
6 Total Annual Premium (6) $37 $51 $120 $478 $1,003
7 Rate Impact (7) 0.03% 0.04% 0.10% 0.40% 0.84%
8 Diesel Reduction (gal/yr) 5,357 10,714 32,142 128,568| 289,278
9 SBWMA % GHG Reduction (8) 0.48% 0.96% 2.87% 11.48% 25.83%

Notes:

1) Assumes 10-year amortization, | = 5.5%, purchase premium of $230,000 per vehicle, no BAAQMD Carl

Moyer Program ($9k-32k/EV), CA HVIP (similar), or other grants, and no economies of scale.
2) Assumes (for 1-6 EVs) 1-2x 150 kW chargers at $75k per plus 150kW power level-based $48k perinstall, no

per eetgrantan ree design support, and no Moyer <60% funding. For s,assumes
$9k PG&E EV FI d PCE fi desi d M 60% fundi For 6 EV:

same charger price but $38k perinstall. For 24+ EVs, that perinstall cost drops to $19k, with no PG&E EVF

TTM install worth S50k study+$15k switchgear for 1-2, $50k for 6, $500k for 24, $1M for 54+, and amortization (1).
3) Assumes RD $3.00/gallon, 2.24 mpg, electricity $0.16/kWh, 5.0 kWhr/mile, 12,000 vehicle miles/year.
4) Assumes standard grid mix electricity credit ($50.27/kWh) given, not $0.33/kWh for 100% renewable mix.

5) Assumed to be O given its unknown status (likely cheaper costs for EVs need to be proven in field).

6) Total of (1)-(4) without effect of possible maintenance savings.

7) Assumes overall annual budget of $120M.

8) Assumes diesel as baseline forcomparison.
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During the September 24, 2020 Board of Directors Meeting, several Board members expressed strong interest in
the Agency pursuing as much of the PG&E EV Fleet and other subsidy programs as available. Staff has identified
several subsidy/funding opportunities, including the PG&E Electric Vehicle Fleet Program. Staff has been advised
that funding is finite, and is awarded on a first-come, first-served basis so a program briefing and a formal Letter of
Commitment is being prepared for board consideration at its November 19t Board meeting. Program details will
be provided in this briefing, including some economic risks on the Agency’s behalf should PG&E proceed with
their part of the site upgrades and the Agency chooses not to proceed. In this instance, the agency would be
accountable to reimburse PG&E for some or all of these costs.

As the reader can see, converting a portion of Recology’s fleet can have exciting and multifaceted benefits to our
community and the collection operations workforce by implementing this mandated initiative. Much of this
technology and infrastructure are emerging and long term costs are not yet fully understood. The Workgroup and
Staff will do our very best to provide working updates to engage the Board at every milestone, through reports to
the Zero Waste Committee, the Finance Committee and, of course, ultimately, at the Board level on our
procedural options and costs.

Attachments:
Attachment A — PowerPoint Presentation - Collection Fleet Replacement: Zero Emission Vehicles (ZEV) to
be presented by staff.
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Franchise Agreement/
Collection Fleet Replacement:
Zero Emission Vehicles (ZEV)

SBWMA: Joe La Mariana, Matt Southworth, Hilary Gans, and Grant Ligon

RSMC: Mario Puccinelli, Mike Kelly, Bennie Anselmo, Tim Hester

CKET 10/1

5/2020
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ZEV Current Status: Summary

o Recology’s 100% Fleet transition: 2021-2026 (144 vehicles)

o New CARB Min. Requirements = 6 trucks by 2026
e Other Regs: Newsom’s EO N-79-20 non-ZEV ban by 2035 (= more ZEV)

e Member Agencies: CAPs/Sustainable Vehicle Fleet Policies: Prioritizes ZEV purchases, even if costlier (MP)

o Recology (Autocar):
e 2024--ZEV truck delivery (est.); 1/2022--2 pilot Evs
e 2024-2026: Up to 54 ZEV vehicles
e Marketplace: 12" gen ZEV Trucks in market now; more in 2021+

o Notable ZEV Development Areas Needed:

e Current Productivity Limits: Recology’s Jan 2020 pilot = 3:4 route productivity ratio

e Price Difference: Higher purchase price/unit (SBWMA pays premium)
e Higher Lifecyle Cost: Lower fueling costs/still higher lifecycle costs

o Current Fuel: Renewable Diesel similar GHG/tailpipe emissions as RNG, but cheaper
e Recology has used since Nov-19 (plug and play); Best bridge option until ZEV transition in 2024
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Recology’s Planned Fleet Replacement Schedule +
GHG impacts

o 120 total Class-8 trucks (2021-2026)
O +24 Support vehicles

o Possible ZEV fleet candidates: 2024-2026

o Recology’s (Autocar) at-scale ZEV delivery: 2024
o

o

Up to 54 trucks could be ZEVs
CARB minimum (by 2024): 6 ZEV's

2021 2022|2023 2024  |2025  |2026

# Trucks 4
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Est. Annual Cost of ZEVs (w/no subsidies)

Estimated Annual Cost and GHG Impact of ZEV Purchases

Per ZEV Pilot ZEVs CARB Min. ZEV Purchases
Per Year Parameter | #ZEVs 1 2 6 24 54
1 ZEV Cost Premium (S/year) (1) S31 S61 $183 5732 $1,600
2 Site Infrastr. Cost Premium (2) S24 S24 S42 S169 $355
3 Fuel Savings (3) -51 -$3 -58 -$34 -$76
4 LCFS Credit (4) -$516 -$32 -$97 -$389 -$876
5 Maintenance Savings (5) 0 0 0 0| 0
6 Total Annual Premium (6) $37 $51 $120 $478 $1,003
7 Rate Impact (7) 0.03% 0.04% 0.10% 0.40% 0.84%
8 Diesel Reduction (gal/yr) 5,357 10,714 32,142 128,568 289,278
9 SBWMA % GHG Reduction (8) 0.48% 0.96% 2.87% 11.48% 25.83%
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Proposed ZEV Roadmap + Subsidy Considerations

o Proposed Next Steps (1 of 2):

Continue use of RD as Bridge Fuel (Recology)

Research Subsidy Programs (Staff/Recology/tech consultants)

ZEV pilot (Jan. 2022)—Plan/Begin; Analyze pilot data (Staff/Recology)

Recology Comp Review (Attachment N); propose changes (Staff/Recology to ZWC/Finance Committee/Board)

Site/Facility Power Assessment (Staff/Technical consultant then to ZWC/Finance Committee/Board)

Charging station for Pilot ZEV trucks by Jan.2022--Install (StaffRecology)

Charging infrastructure at Site--Plan/Install (Staff/Tech consultant/Recology then to ZWC/Finance Committee/Board)
ZEV Pilot Results/costs-Evaluate/Review Mkt. Options (Staff/Recology/Tech consultants then ZWC)
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Proposed ZEV Roadmap + Subsidy Considerations

o Proposed Next Steps (2 of 2):

e Develop ZEV Fleet transition Plan (Staff/Recology/Tech consultants to ZWC/Finance Committee/Board)
o Base recommendation: 6 ZEVs (CARB Mandate)
o Option 1: + 24 additional ZEVs (current PG&E Fleet Subsidy Max)

o Option 2: Up to 54 ZEVs (All eligible Recology replacement vehicles planned in 2024-26)

e Subsidy Funding Opportunities:

o PG&E: Apply immediately before money expires:

o Submit Letter of Intend (Needs BOD approval)
o Fleet Subsidy: $9k/vehicle
o Site Upgrades: $50k-$500k “Behind the meter” expenses covered

o TBD: BAAQMD; Fed/State; PCE
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EV Fleet Process and Timing
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