South Bayside Waste
Management Authority

A Public Agency

FAX Committee Findings Presentation:

Franchise Agreement Extension Negotiations
with Recology

April 13,2017



Today’s Agenda

e Introductions (bl
= Project Background T_HE FUTURE
= Goals '
* Timeline

= Public Decision Making Considerations
 Financial Review/Key Deal Points
* Next Steps
* Recology Presentation
* Q&A Session
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Project Background

e Board approved workplan (aprit 2016)
 TAC Feedback (sept. 2016)
* Team was assembled/RFQ (rai 2016)

* Negotiations Began (vov. 2016)

° MEEtingS Held (Nov.-April)
= 7 FAX meetings (Dec.-April)
= 2 TAC meetings (Jan. 5; April 13)
= 11 negotiation meetings (Nov.-April 2017)
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Project Background (20f2)

* Member Agency Input is solicited:

" |Initial Comment (sept. 2016)
= TAC/Staff Input Session (an. 5, 2017)

= Survey Monkey #1:

e To: Board/Alternates; TAC; Staff
e Overall Service rating = 90% Satisfaction
e Many Deal Points identified

= Survey Monkey #2:
e To: Senior Planners
e Est. Growth by Agency (up to 2%)
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= Regular Board Updates (nov. 2016-March 2017)




FAX Committee’s Goals

Provide 3 Deliverables by April 2017:

1. An amended/restated Model Franchise Agreement
for collection services 2021

2. Obtain and include feedback from TAC

3. Obtain Recology’s proposed Cost Proposal to
provide collection services in rate year 2021
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Timeline to Date

° 2016:
= April 28: Board Approved Negotiation Process

= Nov. 2: Negotiation process began w/Recology

= Dec. 10: First FAX Meeting

e 2017
= Jan. 5: TAC Meeting/Staff Input Session

= April 4 & 6: Final Negotiation Meetings
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Public Decision Making Process

e April 13: Joint TAC/FAX Meeting to review proposal
e April 27: SBWMA Board Meeting (info session)

 May 1-22: Member Agency FAX Presentations
 May 25: SBWMA Board Meeting (Action item)

 June-Dec.: Member Agency Negotiations w/Recology
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FA represents about 63% of total system costs

SBWMA Major Contract Values

Contract Percent of Total Annual Contract
Contract : Tons Per Year
Expires Amount Value
Zanker C&D Processing Agreement 2017 38,625 $ 1,588,000
Newby Composting Agreement 2017 50,100 $ 2,653,000
Recology-Grover Composting Agreement 2020 50,891 37% $ 1,817,000
Ox Mountain Disposal Agreement 2019 217,900 $ 8,960,000
SBR- Shoreway Operations Agreement 2020 471,890 $ 18,936,513
Recology Collection Services Agreement 2020 N/A 63% $ 58,500,000
$ 92454513
Source:2016/17 Budget
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Member Agency Presentations

May 1%t through May 22"

(includes SBWMA City Manager’s meeting)
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FAX and TAC Priorities

* Provide recycling, organic, and BIC to the residential component of
mixed use development.

e Improve Pub Ed and tech support services to commercial customers.

 Modify the compensation adjustment methodology to:
= Provide greater stability and predictability
= Ensure that the allocation of costs fairly affects each MA’s rates
= Simplify adjustment process + explanation of rate changes

e Consider “clean fuel” vehicles when the replacement of the existing
fleet occurs.
’Eﬁ’ink .
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Recology “Want” List

* Increase current Base Contractor’s Compensation to reflect Recology’s
actual higher costs of operations (“True Up”) during the remaining term of
the current Agreement.

e Convert to an annual compensation adjustment methodology that adjusts
compensation to account for actual costs.

 Add additional fees to “Exhibit Q” that capture the cost of services.
* Provide a cap and additional compensation for bulky item collection.
* Allow Recology to retain all revenues from customer billings.

* Reduce the number of performance standards and related liquidated
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Core Collection Services (10f2)

* No changes to core services
e Changes to Bulky Item + Abandoned Waste Collection
e “Mixed Use Building” Services

e Streamlined Reporting
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Core Collection Services (2 of 2)

 Liquidated Damages: No significant changes

* Diversion Level Performance Incentives/Disincentives =
Average for Prior 5 Years

e Quarterly Contamination Audits: Eliminated

* Pub Ed + Recycling Tech Assist Plan = New 3-yr plan
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Compensation Changes

 Annual allocation adjustment process eliminated

* No “True Up” during Current Agreement term

e 2021 reflects true of costs, plus CPl and vehicle replacement
e 2021 adjusted for fuel, subscription level

e Agency retention of billings net of compensation and

disposal/processing costs / 2
4‘(’ T
.. *Exhibit Q fee added “Relocation” fee ‘\b
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Other Non-Financial Changes

* Vehicle Replacement Plan — Meet and Confer by 2023
* Term Options: 10-Years or 15-Years

* Provision for One Extension of Up to 5 Years
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Compensation Adjustments

* Agency Rather than Total SBWMA Based Adjustments

* Regional vs. Current Indices

e Change in Subscription Level Using 3 Year Rolling Average
* 5% Cap on Annual Change in Contractor’s Compensation

e Adjustment for Actual Vehicles Costs Reflected in Rate Year
2027 and Beyond
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Preliminary Financial Results

e Base Contractor’s Compensation adjustments
(subject to fuel + subscription level changes):
= 2.4% from 2019 — 2020
= 8.2% from 2020 — 2021
= Thereafter, CPl + growth = 5% CAP

 Total Billed Revenue
" 3.3% from 2019 — 2020
" 6.9% from 2020 — 2021
= Subject to disposal/processing cost and Agency fee changes

e Customer Rates
0. ency-specific conditions/mitigation measures
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Benefits of Negotiated Recology Offer

 Consistency w/all existing collection services

* No new service provider transition pitfalls

» Rate-setting stability/predictability

* Rates continue to be in-line w/Bay Area

e Continued cost savings from collection efficiencies

e Sharing of future inflation risk by Recology
e Estimated $2M saving in avoided RFP and contractor-transition costs
think
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Next Steps

* Final Negotiations with Recology

* Findings and Recommendations Report
" |nclude TAC Feedback
= Receive Feedback from FAX Committee

e April Board Meeting — First Review

* Member Agency Meetings — Present Findings and .6

Recommendations (May 2017) g 99V
* May Board Meeting - Final Approval 0 &
B ‘

;\i,‘}?tlé * Member Agency Negotiations — June to Dec. 2017
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South Bayside Waste
Manage mntAuth rity
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Questions?



