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Introduction

Background

The South Bayside Waste Management Authority (RethinkWaste) is a joint powers
authority of twelve Member Agencies (Atherton, Belmont, Burlingame, East Palo
Alto, Foster City, Hillsborough, Menlo Park, Redwood City, San Carlos, San Mateo, the
County of San Mateo and the West Bay Sanitary District) in San Mateo County. The
twelve RethinkWaste Member Agencies have exclusive franchise agreements with
Recology San Mateo County (Recology) for the collection of solid waste, recyclable
materials and organic materials. Recology provides collection services to
approximately 93,000 households and 9,000 businesses in the RethinkWaste service
area.

RethinkWaste owns and manages the Shoreway Environmental Center which is
operated by South Bay Recycling (SBR). The Shoreway Environmental Center receives
all of the recyclables, organics and garbage collected by Recology under its franchise
agreements with each of RethinkWaste’s Member Agencies, as well as other self-haul
and non-franchised material delivered to that facility.

Recology and SBR are required to track, compile and report various data related to
their performance and develop various reports per the franchise agreements and
operating agreement. The primary nature of the quantitative data presented in the
reports is self-reported. Therefore, the goal for this review is to determine the
accuracy of the information contained in those reports.

Work Scope

RethinkWaste retained R3 Consulting Group (R3) to review, test and verify the
accuracy of the information contained in the reports, and provide any
recommendations for improvement. Our work scope included, but was not limited to
the following tasks:

= Verify the completeness and mathematical accuracy of the quarterly and
Annual Reports;

= |nterview the contractors to determine the sources of the reported data;
= Verify the accuracy of the tonnage data reported quarterly by Recology;
= Verify the accuracy of Recology’s reported customer service data;

= Verify the accuracy of Recology’s reported liquidated damages, incentive and
disincentive payments;

= Verify the accuracy of SBR’s reported in-bound tonnage data; and

= Verify the accuracy of SBR’s reported liquidated damage payments.

Section 1

Introduction

R3

Page 1 of 44
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Section 2

Completeness and Mathematical Accuracy

The objectives of this task were to determine if the Quarterly and Annual Reports
and submitted by the Contractors:
Mathematical

Accuracy

Completeness

= Are complete and contain all of the reporting requirements specified in Article
9.06 (Quarterly Reports) and 9.07 (Annual Reports) of Recology’s franchise
agreements and Article 9.05 (Quarterly Reporting Requirements) and 9.06
(Annual Reporting Requirements) of SBR’s operating agreement; and

= Are mathematically accurate and logically consistent (that the columns and
rows add correctly and tie to supporting schedules within the report).

Completeness of Reports - Recology

Quarterly Reports

To assess the completeness of Recology’s Quarterly Reports, R3 completed a review
of the 4™ qguarter 2014 report as compared to the Quarterly Reporting requirements
of Article 9.06 of Recology’s franchise agreements. R3 then compared the contents of
the 4™ quarter report to the contents of Recology’s other 2014 Quarterly Reports in
order to determine if the contents of all of the Quarterly Reports are consistent.

Findings:
Appendix A includes the findings of our review of Recology’s 4t quarter report. As

shown, the report satisfies the reporting requirements of Article 9.06 with the
exception of the following requirement that was not included:

= Public Education Plan (Section 9.06.K) — As we reported in our 2013 review
Recology stated that this item is no longer required, which RethinkWaste
confirmed.

Additionally, R3 verified that the contents of all 2014 Quarterly Reports were
consistent with the findings of our review of the 4" guarter report.

Annual Report

To assess the accuracy of Recology’s Annual Report, R3 compared the contents of
that report to the requirements of Section 9.07 (Annual Reports) of Recology’s
franchise agreement.

Findings:
Appendix A includes the findings of our review of Recology’s 2014 Annual Report. As
shown, the report satisfies the reporting requirements of Article 9.07 with the

exception of the following requirements that were not included, and were identified
E ) as part of the prior 2013 review :

Page 2 of 44
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= Operational Changes (Section 9.07.A.4) — The report does not include Section 2
information on operational changes, which is to include: (1) number of routes;
(2) staffing; (3) supervision; and (4) collection services.

Completeness

Recommendation #1 — Recology should include a section in its annual report and

on “Operational Changes” going forward, and state the fact that they Mathematical
experienced no substantive changes if that is the case. [This Recommendation Accuracy

was also presented as part of our 2013 Review.]

= Customer Account Information (Section 9.07.B) — This detailed information is
not included in the Annual report but is included in the source files provided
to the RethinkWaste. The “MSW Acccounts by Service Sector” table of the
Operational Information section of the Annual Report does, however, provide
the number of single-family, multi-family and commercial and Member
Agency Facilities accounts in each Member Agency. Additional account
summary information by Member Agency is also provided in the Annual
Report supporting Excel spreadsheets and Recology reported that the
required detailed information is available upon request.

= Commercial Customer Service (Section 9.07.C.5) - The report’s Customer
Service Operations Plan does not include a specific section describing
Recology’s commercial customer service. Recology reported that its customer
service function is all inclusive, that it does not have a specific, dedicated
commercial customer service function and that the required information is
included in its 2015 Customer Service Plan.

Completeness of Reports - SBR

The format and content of SBR’s monthly and quarterly reports, as presented on
RethinkWaste’s website, changed starting in February 2014, with the following
sections eliminated from those reports:

= Section 2 - Operational Summary

= Section 6 - Self-Haul Monthly Yards/Ton Ratio (Mass Balance)
= Section 11 - Attachment Description

= Section 12 - Definitions

SBR reported that RethinkWaste directed it to remove the Operational Summary,
Attachment Description and Definitions form its Monthly and Quarterly Reports. The
Self-Haul Monthly Yards/Ton Ratio, which was not included in the Monthly Reports
listed on RethinkWaste’s website, is included in the detailed corresponding monthly

Excel data file that SBR provides to RethinkWaste. R-a

Page 3 of 44
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Section 2 Quarterly Reports

To assess the completeness of SBR’s Quarterly Reports, R3 completed a review of the
December 2014 4% quarter report as compared to the Quarterly Reporting
requirements of Article 9.05 of the SBR Operating Agreement. R3 then compared the
and contents of the December 2014 report to the contents of SBR’s other 2014 reports to
Mathematical determine if the contents of all of the Quarterly Reports are consistent.
Accuracy

Completeness

Findings:

Appendix B includes the findings of our review of SBR’s December 2014 report. As
shown, the report satisfies all of the reporting requirements of Article 9.05 with the
exception of the following discrepancy noted by R3:

= Programs and Summary Assessment (Sections 9.05.G and 9.05.H) — The
report provides brief monthly summaries of “Diversion Activity at Transfer
Station” and “MRF Recovery Effectiveness”. These summary descriptions
could be interpreted as satisfying the requirements of Sections 9.05.G and
9.05.H, but only to a minimal extent.

Additionally, R3 verified that the contents of all 2014 SBR reports were consistent
with the findings of our review of the December 2014 report.
Annual Report

To assess the accuracy of SBR’s Annual Report, R3 compared the contents of that
report to the requirements of Section 9.06 (Annual Reporting Requirements) of SBR’s
operating agreement.

Findings:

Appendix B includes the findings of our review of SBR’s 2014 Annual Report. As
shown, the report satisfies all of the reporting requirements of Article 9.06.

Recommendation #2 — SBR should provide consecutive numbering of pages in
the 2014 annual report, similar to the 2013 annual report.

R 5 ' Itis noted that the annual report includes a quarterly mass balance, similar to that which was

previously provided in the monthly reports

Page 4 of 44
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Mathematical Accuracy and Logical Consistency —
Recology

Quarterly Reports

To test the mathematical accuracy and logical consistency of Recology’s Quarterly
Reports, R3 compared Recology’s reported year-to-date 2014 tonnage figures for the
1% quarter report of 2014 to the values presented on the reports previously
submitted for the months of January, February, March (i.e., 1 quarter). We also
traced each of the figures in the January Tonnage Report to the supporting
documentation (spreadsheet work books).2

Findings:
v" R3 verified each subtotal, total and calculation was properly stated, including

that the quarterly data accurately reflects the sum of data from the previous
three months, with the following exceptions:

0 The commercial, multi-family and residential solid waste figures
presented in the Monthly Reports were all consistent with the figures
reported in the first quarter report. Those figures, however, were all
revised in the monthly figures reported in the December Monthly
Report, and the first quarter report figures were all revised in the
annual report.?

0 A number of the Complaint Summary figures for the January, February
and March Monthly Reports were updated on the first quarter report.
The updated first quarter report figures were consistent with those
reported in the annual report.

Annual Reports

To test the mathematical accuracy and logical consistency of Recology’s Annual
Report, which included data for the each of the twelve months of 2014, we compared
the quarterly figures reported in the Annual Report to the corresponding figures in
the Quarterly Reports.

Findings:

v" R3 verified each subtotal, total and calculation was properly stated, including
that the annual data accurately reflects the sum of data from each of the four
quarters, with the exception of the first quarter commercial, multi-family and
residential solid waste tonnage report figures, as discussed above.

M1a. Solid Waste; M1b. Targeted Recy Tonnage; and M1c. Organic Materials Tonnage workbooks.

The overall Total Disposed did not change just the allocation of that total to Commercial Multi-
Family and Residential.

Section 2

Completeness
and

Mathematical
Accuracy

R3
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Mathematical Accuracy and Logical Consistency - SBR

Quarterly Reports

SBR does not issue separate Quarterly Reports; rather, the data is rolled up into year-
to-date quarterly totals that are reported as part of the Monthly Reports (as an
example, the March 2014 Monthly Reports includes the totals for the first quarter of
2014).

To test the mathematical accuracy and logical consistency of SBR’s reports, R3
compared SBR’s reported year-to-date 2014 values (December 2014 report) to the
values presented on the reports previously submitted for the months of January,
February and March (i.e., 1° quarter).

We also traced all of the line item totals reflected in the following worksheets from
the January 2014 Monthly Report to the PC Sales data and other supporting
documentation:

= A Inbound Tons Report;
= B. Outbound Tons Report; and
=  C. MA Summary Report.

Findings:
v" With the following limited exceptions, R3 verified each subtotal, total and

calculation was properly stated, including that the quarterly data accurately
reflects the sum of data from the previous three months:

0 Self-Haul Tons reported on the January, February and March Monthly
Reports (Attachment SEC Inbound Monthly Tons) were all revised on
the December 2014 Monthly Report;

0 MRF Residue tons were not reported for the Total SBWMA Member
Agencies (Member Agency Monthly Tonnage Report) for January and
February 2014. Those figures were however reported on Attachment 2
- SEC Inbound Monthly Tons.

0 Attachment 2 - Shoreway Facility Inbound Monthly Tons - MRF
Residue tonnages reported on the December 2014 report and 2014
annual report (9,544.32) tied to the PC Scales data base (AA Data Entry
Form 1 from PCS), however, Member Agency Summary - MRF Residue
tonnages reported on the December 2014 report (8,617.61) were
revised on the 2014 annual report (9,601.20), which does not tie to the
9,544.32 tonnage figure on the supporting Excel database, which we
tied to the PC Scales data base (AA Data Entry Form 1 from PCS).

v" R3 noted that SBR’s reported “Subtotal: Recology Franchise & Maintenance
Boxes / Member Agency Summary Tons” did not include the 1.97 reported
tons of tires in the diversion percentage calculation.
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v' We tied all of the line item input values in the January Monthly Report for the
Inbound Tons Report, Outbound Tons Report and MA Summary Tons Report
to the supporting documentation without exception.

Section 2

Completeness

Annual Reports
P and

To test the mathematical accuracy and logical consistency of SBR’s Annual Report,
which includes data for the each of the four quarters of 2014, we compared the
quarterly figures reported in the Annual Report to the corresponding figures in the
Quarterly Reports.

Mathematical
Accuracy

Findings:

v" We identified a number of differences between the data reported on the
Quarterly Reports and that same data as reported on the annual report for
each of the following three data files:

0 SECInbound Monthly Tons
0 SEC Outbound tons; and
0 Member Agency Summary.*

Table 1 below provides a comparison of the SEC Inbound Monthly tons as
reported on the quarterly and Annual Reports. Table 2 on the following page
provides a similar analysis for the SEC Outbound tons.

Table 1
SEC Quarterly and Annual Report Inbound Tonnage Comparison

OVERALL TOTAL
uarterl Annual Variance
Quarter Q E

Report Report (annual v gtr)
1 104,224.70 104,204.90 (19.80)
2 112,677.72 112,872.94 195.22

3 113,374.34 113,374.34 -

4 119,441.05 119,441.05 -
Total 449,717.81 449,893.23 175.42

* The quarterly and annual data on the Member Agency Summary was consistent (accurate) for the

Member Agency Vehicles. The identified variances related to the Total SBWMA - Transfer Station
& Third Party tons and the Non-SBWMA Jurisdictions Transfer Station & Third Party tons.

R3

Page 7 of 44
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Table 2
Completeness SEC Quarterly and Annual Report Outbound Tonnage Comparison
and
Mathematical SR
Accuracy .
Quarterly Annual Variance
Quarter
Report Report (annual v gtr)
1 104,224.70 104,204.90 (19.80)
2 112,677.72 112,872.94 195.22
3 113,376.05 113,376.05 -
4 119,441.31 119,441.31 -
Total 449,719.78 | 449,895.20 175.42

SBWMA | Annual Report Audit | FINAL REPORT

The noted differences in both the inbound (Table 1) and outbound (Table 2) quarterly
report figures for Quarters 1 and 2 shown in the two tables were corrected by SBR in
its subsequent Quarterly and Annual Reports.” As shown, there is a slight difference
(1.97 tons) in the Total Inbound and Total Outbound Annual Report tonnages.

SBR reported that it is common for there to be adjustments to tonnage figures, like those
identified by R3, based on its ongoing review of data and discussions with RethinkWaste staff.

R2 |

Page 8 of 44
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Review of Recology Tonnage Data

The objectives of this task were to verify the accuracy of the:
= Tonnage data reported by Recology; and

= The allocation of tonnages among each of the Member Agencies.

Background

Recology’s Monthly Reports include a Monthly Tonnage Report (M1. Tonnage
Summary of the supporting Excel workbook) that allocates franchised tonnages
among each of the member agencies for the following categories:

= Residential;

=  Multi-Family Dwelling (MFD);
=  Commercial; and

= Roll-Off.

The Monthly Tonnage Report figures are electronically linked to the data reported in
the following supporting workbook spreadsheets, all of which contain hard coded
inputs (i.e., are not electronically linked to the supporting data source):

= M1ia. Solid Waste;
=  Milb. Targeted Recycled Tonnage; and
= Mlc. Organic Materials Tonnage.
Each of the above spreadsheets reports tonnages for the following categories:
= Single-Family (categorized as Residential);
=  Multi-Family (categorized as MFD);
=  Commercial (categorized as Commercial);
= Agency Facilities (categorized as Commercial);
= Drop Box (categorized as Commercial);
= Venues and Events (categorized as Commercial);
=  On-Call Single-Family (categorized as Residential);
= On-Call Multi-Family (categorized as MFD); and
= On-Call Agency Facilities (categorized as Commercial).

The methods used by Recology to allocate tons to the above categories for each
Member Agency are as follows:

Section 3

Review of

Recology
Tonnage Data

R3

Page 9 of 44
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Section 3 Single-Family, Multi-Family and Commercial — Recology allocates the tonnage
collected from Single-Family, Multi-Family and Commercial regularly scheduled cart
and bin customers based on subscribed service volume. For each route, the

Review of customers serviced are identified by Member Agency and assigned a unique rate

Recology code. Services for Member Agency facilities are also assigned a unique rate code.
Tonnage Data Using this data, the percentage of the total service volume (cubic yards) of each load
collected within each Member Agency, which is assumed to represent the percentage
of the total tons of each daily route assigned to each Member Agency, is calculated
quarterly and reported in Recology’s Split Table Listing.® This data is then applied to
the load weights of the applicable routes to allocate that tonnage among the
Member Agencies.

Agency Facilities — Recology uses the same methodology to allocate scheduled
collections from Member Agency facilities as it does to allocate Single-Family, Multi-
Family and Commercial tonnages as described above. Each Member Agency account
is assigned a unique code that is included in the quarterly Split Table Listing and used
to allocate those tons to the appropriate Member Agency.

Drop-Box — Drop box and compactor loads are specific to a single location and
therefore 100% of the tons for each drop box and compactor load is directly assigned
to the associated Member Agency.

Bulky Item On-Call Collections & Abandoned Waste/lllegal Dumping — Recology
runs two separate on-call bulky item routes, one for solid waste and one for
recyclables. The bulky-item solid waste route also collects abandoned waste/illegal
dumping tonnages. Recology maintains a log of reported abandoned waste, by
Member Agency, that includes estimated weight. This estimated abandoned waste
tonnage is subtracted from the total weight of tonnage of the on-call collections.
Recology tracks the requests for bulky item/on-call collections by Member Agency
and allocates the total on-call collection tonnage to each Member Agency in
proportion to the percentage of total collections for each load by Member Agency.

Venues and Events — With the exception of roll-off bins from venues and events,
which are weighed, tracked and recorded in SBR’s PC Scales system, material from
individual venues and events are collected by dedicated vehicles (e.g., supervisor
vehicles) and delivered to Recology’s maintenance facility where they are weighed
consolidated in bins. Those bins are then weighed and recorded in SBR’s PC Scales
system as Recology Maintenance Box Tons. The tonnages for each venue and event

R 5 ®  The Split Table Listing provides an accounting of the percentage of the total accounts by member

agency for each route.

Page 10 of 44
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are specifically tracked and those figures manually assigned to the associated
Member Agency on the “Events” workbook of each monthly query excel file.”

Review of Member Agency Tonnage Allocations

Based on the above stated methods Recology uses to allocate tons among the
Member Agencies, R3 gathered applicable supporting documentation to test the
calculation of and application of Recology’s tonnage allocation methodology. That
review included at least two months of data for each Member Agency covering all
twelve months during the year.

Single-Family, Multi-Family and Commercial / Agency Facilities — To test the
allocation of regularly scheduled cart and bin customers, R3 selected a sample of
routes within each quarter of 2014. We then calculated the Member Agency
allocation percentages associated with Recology’s allocated Member Agency
tonnages that were generated from Recology’s monthly tonnage queries. Those
allocated tonnage percentages were then compared to the quarterly split table
percentages for each applicable Member Agency to determine the accuracy of
Recology’s tonnage allocations.

Drop Box — R3 tied the reported Drop-Box tons on Recology’s Monthly Tonnage
Reports for samples covering each Member Agency and each month of 2014 to the
supporting data generated by Recology’s monthly queries.

Bulky Item On-Call Collections — R3 tied Recology’s on-call bulky item solid waste and
recyclables collection tonnages reported on its Monthly Tonnage Report to the
supporting documentation for a sample covering all Member Agencies and months.

Abandoned Waste/lllegal Dumping — R3 tied Recology’s abandoned waste/illegal
dumping tonnages reported on its Monthly Tonnage Report to the supporting
documentation for a sample covering all Member Agencies and month:s.

Venues and Events — R3 tied Recology’s venues and events tonnages reported on its
Monthly Tonnage Report to the supporting documentation for a sample covering
various Member Agencies and months.

Findings:
v' R3 found Recology’s tonnage allocation methodology to be logical and
reasonable, and consistently applied.

v" R3 confirmed that the quarterly allocations of Single-Family, Multi-Family and
Commercial and Agency Facilities were consistent with the quarterly split
table percentages.

Recology’s “monthly query files” provide a download of its internal tonnage data base that
allocates tonnages to each Member Agency based on the Split Table Listings and other supporting
documentation.

Section 3

Review of

Recology
Tonnage Data

R3

Page 11 of 44

SBWMA BOD PACKET 06/25/2015 AGENDA ITEM: 7C EXHIBIT A - p15



Section 3

Review of

Recology
Tonnage Data

R3

Page 12 of 44

SBWMA | Annual Report Audit | FINAL REPORT

v" R3 traced the data reported on Recology’s Tonnage Report (M1) to the
supporting spreadsheets (M1a, M1b and M1c) without exception.

v" R3 traced the data reported on Recology’s supporting spreadsheets (M1a,
M1b and Mic) to the supporting monthly queries and other supporting
documentation. That testing documented the supporting basis for all
allocations with the exception of various minimal tonnages, all of which were
less than one (1) ton. Our review last year had a similar finding.8

8

In a number of other instances, Recology reported that larger anomalies identified by R3 were the
result of manual adjustments that had been made to the data that we had reviewed, for which
Recology provided supporting documentation for those manual adjustments.
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Section 4

Review of Recology Reported Customer

. Review of
Service Data N
The objectives of this task were to: Reported

Customer
Service Data

= Test at least two separate months (covering all twelve months during the
year) of the reported customer service data for each Member Agency and
verify it ties to the supporting documents;

= Test the accuracy of customer service representative (CSR) reported statistics;
and

= Test the accuracy of CSR’s coding calls.

Review of Reported Customer Service Data

In Section D of the quarterly and Annual Reports, Recology reports customer service
data (i.e., “Inquiry, Service Request and Complaint Data”) in the following categories:

= Single-Family Missed Pick-Up Initial Complaints
=  Single-Family Missed Pick-Up Collection Events*
= Excessive Noise*

= Discourteous Behavior*

= Property Damage*

= Spills*

= On-Call Bulky Item Collection

= Extra/Overage Requests

= Recycling Tote-Bag Requests

= |nformation Requests

= Billing Concerns

* The accuracy of these reporting items has been reviewed as part of R3’s Review of
Recology Liquidated Damages/Performance Incentive and Disincentive payments.

For all customer service items above with associated Liquidated Damages and/or
Performance Incentives and Disincentives, R3 tested Recology’s reported number of
“occurrences” for each item for all months of 2014. The results of that review are
provided in the Section 5 of this report titled “Review of Recology Liquidated
Damages / Performance Incentive and Disincentive Payments.”

For the remaining items above with no associated Liquidated Damages or R-a
Performance Incentives and Disincentives, R3 tested two months of data for each
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Section 4 Member Agency (covering all months of the year) to verify that the reported
number of “occurrences” ties to the supporting documents.

Findings:

Our review identified a number of instances where the reported occurrences varied
from the source documentation. Specifically:

Review of
Recology

Reported
Customer v' 85 of 156 tested data points (54%) were equal to the source documentation;

Service Data v 45 of 156 tested data points (29%) varied from the source documentation by
less than 10%; and

v' 26 of 156 tested data points (17%) varied from the source documentation by
greater than 10%.

The items most which were most likely to vary from the source documentation
included:

= Single-Family Initial Missed Pick-Up Complaints — Under-reported by 15% on
average as compared to the source documentation; and

= On-Call Bulky Item Collection — Consistently under-reported, but only by 2%
on average as compared to the source documentation.

We also noted that the reported occurrences of each event were somewhat less
likely to tie to the source documentation in the second half of calendar year 2014.
Specifically:

= Q1 and Q2 of 2014 - 45 of 72 tested data points (63%) were equal to the
source documentation; and

= Q3 and Q4 of 2014 — 40 of 84 tested data points (48%) were equal to the
source documentation.

Review of Reported CSR Statistics

On a quarterly and annual basis, Recology reports customer service representatives
(CSR) statistics which are based on data generated by Recology’s Shoretel phone
system. Statistics generated by the phone system include:

=  Number of calls received;
= Number of calls answered;
= Number of calls answered within 15, 30, 45, 60, and 90 seconds; and

= Cumulative wait time before answered. (The average wait/hold time (i.e.,
average speed of answer) is calculated based on the cumulative wait time and
the total number of calls answered.)

Quality Assurance Calls Made”) of the quarterly and Annual Reports, and are also

The phone statistics for each month are input into Section E (“Call Center Data and
R_a used for the Incentive/Disincentive forms for “Ninety Second Hold Time” and
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“Average Speed of Answer”. Recology also reports the total number of quality
assurance calls made during each month in Section E.

Findings:

v' Without exception, R3 verified that the phone statistics provided in
Recology’s 2014 quarterly and Annual Reports matched the phone statistics
generated by the Shoretel phone system for each month of 2014.

Review of CSR’s Coding Calls

To test the accuracy of CSR’s coding calls, R3 randomly sampled 400 CSR tickets
created in both June and November of 2014.

Findings:

Of the 800 tickets sampled, we found that a total of 43 (5.4%) were coded incorrectly.
The incorrectly coded tickets included:

= 37 pertaining to missed pick-up complaints, including:
O One (1) missed bulky item collection pick-up; and
0 36 missed container pick-ups (carts and bins).
= Three (3) pertaining to improper placement of containers;
= QOne (1) pertaining to excessive noise;
= Two (2) pertaining to unacceptable employee behavior, including:

0 One (1) instance of a customer being yelled at over the placement of
their carts; and

0 One (1) instance of a customer claiming that a driver was “very rude
and disrespectful” and driving into their carport.

Table 3 provides a listing of the above incorrectly coded tickets along with the
extrapolation of that data for the entire calendar year of 2014.

Section 4

Review of
Recology

Reported
Customer
Service Data

R3
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Section 4
Table 3
CSR Coding Call Errors
Review of dditional
Incorrect Samples Identified — itiona
ReC0|ogy § Total Annual HCEIEELE Liquidated
Actual Ticket Type All Damages per D D
Reported November Extrapolated BENES || s amages Due
June 2014 2014 Total 2014 Total to SBWMAl
Customer ota
q Missed Pickup Complaints see subtotals below
Service Data
Bulky Item 0 0 0 0 X L
- No applicable Liquidated Damages
Container 9 6 15 1,019
Improper Placement of Containers 3 0 3 204 6,000 $50 S0
Excessive Noise 0 0 0 708 $50 S0
Unacceptable Employee Behavior 1 0 1 68 0 $250 $17,000
Total 13 6 19 1,291 $17,000

As shown, the only incorrectly coded tickets that would warrant the assessment of
additional Liquidated Damages are for Unacceptable Employee Behavior. Specifically,
the R3 audit revealed that one ticket of this type would equate to 68 ($17,000) when
the result is extrapolated to the full year.

In order to extrapolate our results, we multiplied the total identified incorrect
samples for June and November by six (6) in order to extrapolate those two months
to the full calendar year of 2014, and then multiplied that result by 11.32 in order to
extrapolate our sample count of 800 tickets to the entire sample base of 9,056 from
which those samples were drawn (i.e., 9,056 divided by 800 equals 11.32). This
method was used for each ticket type category shown in Table 3 above. However,
since Recology implemented the prior year’s recommendations to improve how
these events are tracked beginning in July 2014, staff concurs with Recology’s request
to only assess 50% of the extrapolated amount. Thus, staff is recommending
increasing Liquidated Damages for this one event by $8,500 and not the full
extrapolated amount of $17,000.

Recommended Adjustment — Increase Liquidated Damages payments to the
RethinkWaste Member Agencies by $8,500.

The Missed Pick-Up Initial Complaints, Improper Placement of Containers, and
Excessive Noise tickets identified in Table 3 above would not result in additional
Liquidated Damages due to the fact that Attachment J of the Agreement provides for
monthly “allowances” for each item, and the total corresponding annual allowances
would not be exceeded with the addition of the extrapolated values above. In
addition, there are no longer any Performance Incentives/Disincentives associated
with Missed Pick-Up Initial Complaint tickets.” Nearly all of the identified incorrectly
coded tickets were coded as “Operations Attention” or “Reminder-Service Today.”

R3 |
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Section 4

Recommendation #3 — Recology’s Dispatch Supervisors should review all
Supervisor tickets weekly to ensure that procedures are being followed and

tickets are being closed with detailed resolutions. “Operations Attention” and Review of
“Reminder-Service Today” and any other similarly coded tickets should be Recology
reviewed weekly by the Route Supervisors to ensure they were coded correctly Reported
as missed pick-up complaints or as items subject to liquidated damages. [A Customer
similar recommendation was also presented as part of our 2013 Review.] Service Data

R3
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>ecton> | Review of Recology Liquidated Damages

s  and Performance Incentive/Disincentive

Recology
Liquidated PaymentS

Damages and The objectives of this task were to:

Performance
Incentive /
Disincentive and
Payments

= Verify the liquidated damages, incentive, and disincentive payments reported
by Recology have been properly calculated and tie to the events reported;

= Verify and explain Recology’s procedures to identify and report events which
would trigger liquidated damages and performance incentives/disincentives.

Background

Provisions for Liquidated Damages and Performance Incentives/Disincentives are
provided in Attachment J and Attachment 1'° of Recology’s franchise agreements,
respectively. Calculations of each Liquidated Damage and Performance
Incentive/Disincentive item are provided as part of Recology’s quarterly and Annual
Reports, with the exception of the Incentive/Disincentive for diversion, which is only
calculated as part of the Annual Report.

R3 requested and reviewed Recology’s source documentation for Liquidated
Damages and Incentives/Disincentives occurrences for all months of 2014. Table 4
and Table 5 below provide listings of Liquidated Damage and Incentive/Disincentive
items, respectively, as well as the source documentation for each item as identified
during our review. As shown, many of these items represent customer complaints,
which are tracked through Recology’s internal ticketing software (“TQR4 Reports”).

The adjustments noted in Table 4 and Table 5 below reflect R3’s review of the
accuracy of the reported quantities of occurrences (i.e., number of complaints in
each category) as compared to Recology’s source documentation (i.e., TQR4
Reports).

The adjustments shown in Tables 4 and 5 do not account for whether the reported
complaints have been properly coded by the customer service representative (CSR). A
separate review of CSR call coding accuracy, as well as separate recommended
adjustments based on that review, may be found in Section 4 of this report under the
subsection titled “Review of CSR’s Coding Calls”.

R3 |-
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Review of Liquidated Damages Payments

Attachment J (Liquidated Damages) of Recology’s franchise agreement lists the
events that constitute breaches of the Agreement’s standard of performance
warranting the imposition of liquidated damages; the acceptable performance level;
the definition of the complaint, incident or event; the method by which occurrences
will be principally tracked and the amount of liquidated damages for failure to meet
the contractually-required standard of performance. Recology is required to maintain
records of customer complaints which show for each complaint: date and time
received; name, address and telephone number of the caller; nature of complaint
(e.g., missed pick-up, excessive noise, property damage, etc.); name of employee
receiving complaint; action taken by Recology to respond to complaint; and date
complaint was resolved.

Recology is to submit to the Member Agencies a liquidated damages report with its
Quarterly Report that summarizes the number of complaints in each category and
computes the amount (if any) of liquidated damages accrued by month during the
preceding quarter.

Liquidated Damages specified in Attachment J of the Agreement are as follows:

Collection Quality
= Unauthorized Collection Hours
= Damage to Private Property
= Failure to Resolve Property Damage Claim
= Failure to Provide New Service or Initiate Change in Service
= Improper Container Placement
= Failure to Effectively Distribute Non-Collection Notices
= Excessive Noise Complaints
= Unacceptable Employee Behavior
=  Complaints of Spills of Discarded Materials
= Complaints of Failure to Clean Up Spills of Discarded Materials

= Spills of Vehicle Fluids

Customer Service Quality

= Untimely Resolution of Complaints and Inquires

Reporting
= Late Submittal or Reports

= Submittal of Inaccurate Reports, etc.

Section 5

Review of
Recology
Liquidated
Damages and

Performance
Incentive /
Disincentive
Payments

R3
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Section 5 = Failure to Perform and Report on Billing Review
Other
Review of * Disposal of Diversion Program Materials

Recology

Liquidated o
Damages and Findings:

Performance Table 4 below provides a full list of 2014 Liquidated Damages payments as reported

Incentive / by Recology and as calculated by R3. As shown, R3 is recommending an overall
adjustment of $7,750 to the amount reported by Recology. R3’s findings specific to
each Liquidated Damage category are discussed below.

= Use of Unauthorized Facilities

Disincentive
Payments

Table 4
2014 Liquidated Damages Payments

Total 2014 Liquidated Damages Payments
Company Source

Item Description

i Compan Recommended
Documentation SEY R3 Calculated .
Reported Adjustment
Collection Quality

Complaints regarding unauthorized collection hours, TQR4 Reports
1 inadequate care of or damage to private property, and failure (Reason Codes: 31086, $1,350 $1,350 S0

to resolve property damage claims within 30 days 31093, 03CPD, 03CUH)
5 Complaints regarding failure to provide new service or TQR4 Reports %0 %0 %0

change existing service level within five (5) business days (Reason Code: 31120)

TQR4 Reports

3 | Complaints regarding improper container placement 0 0 0
P g § Improp P (Reason Code: 31071, 03CCP) ? ? ?
4 Distribution of less than 50% of required non-collection TQR4 Reports %0 %0 %0
notices (Reason Code: 31010)
TQR4 R rt
5 | Excessive noise complaints Q eports S0 S0 S0
(Reason Code: 31084, 03CEN)
TQR4 R rt:
6 | Complaints regarding unacceptable employee behavior Q eports $2,750 $9,000 $6,250

(Reason Code: 31053, 03CDB)

Complaints regarding spills of discarded materials and failure TQR4 Reports
7 (Reason Code: 31098, 03CSG, S0 S0 S0

to clean up those spills
03CSR, 03CS0O)

8 Cornplaints regarding unreasonable leaks or spills of vehicle TQR4 Reports 48,500 $10,000 $1,500
fluids (Reason Code: 31116, 03CVF)
Customer Service Quality
1 Resolution or remedy of complaints or inquiries beyond 10 TQR4 Reports %0 %0 %0
business days of receipt of the complaint or inquiry (Reason Code: 31123)
Reporting
1 Late s.ubmlttal of reports, applications, proposals or other %0 %0 %0
submittals Submittal dates shown on report
2 Accuracy of submittals: corrections or restatements covers and cover letters, and %0 %0 %0
submitted more than two (2) business after notification also tracked via email
3 | Late submittal of billing review report S0 S0 S0
Other
Disposal of recyclable materials without written approval S0 S0 S0
1
Disposal of organic materials without written approval The Company stated that all S0 S0 S0
Recyclable materials not delivered to the designated transfer | Materials are delivere'd' to the %0 %0 %0
5 and processing facility Shoreway SBR facility.
Solid waste or organic materials not delivered to the
. . . $0 $0 $0
designated transfer and processing facility
Page 20 of 44 | L
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Collection Quality

As shown in Table 4 above, Recology reports on several Liquidated Damages items
related to Collection Quality. R3 checked the number of occurrences for each
Liquidated Damage item for each month of 2014 against the source documentation
(TQR4 Reports) provided by Recology and made adjustments as appropriate. R3
identified several instances of variances between the reported occurrences and the
source documentation, although the only adjustments which had a material impact
on the amount of Liquidated Damages due to the Member Agencies were related to
the following three items:

= Complaints regarding unacceptable employee behavior — R3 identified 25
additional occurrences ($250 per occurrence = $6,250 recommended
adjustment); and

= Complaints regarding unreasonable leaks or spills of vehicle fluids — R3
identified 3 additional occurrences ($500 per occurrence = 51,500
recommended adjustment).

Recommended Adjustment — Increase the Liquidated Damages due to the
RethinkWaste Member Agencies by $7,750 total.

Customer Service Quality

The one Liquidated Damage item related to Customer Service Quality is “Resolution
or remedy of complaints or inquiries beyond 10 business days of receipt of the
complaint or inquiry.” R3 identified no instances of the Reason Code corresponding
to this Liquidated Damage item in Recology’s TQR4 Reports in all months of 2014.

Recommended Adjustment — None

Reporting

For the Reporting category of Liquidated Damages, report submittal dates are
recorded by the email transmittal, but no Liquidated Damages for lateness are
assessed unless they are notified of the late submittal by RethinkWaste and the
Member Agencies. During our review, we noted that:

= All 2014 Quarterly Reports displayed their submittal date on the cover and
cover letter of the report, and all were submitted within 30 days of the end of
the end of the quarter as required by Section 9.04.C;

= The 2014 Annual Report displayed the submittal date on the cover and cover
letter of the report, and was submitted within 45 days of the end of the year
as required by Section 9.04.C;

Section 5

Review of
Recology
Liquidated
Damages and

Performance
Incentive /
Disincentive
Payments

R3
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Section 5 = RethinkWaste did not notify Recology of any required corrections or
restatements for any of the 2014 reports; and

= The billing review report was included in the 2014 Annual Report, and was
therefore submitted within 45 days of the end of the year as required by
Recology Section 7.01.E.
Liquidated

Damages and

Review of

Performance Recommended Adjustment — None

Incentive /
Disincentive Other

Payments In regards to the “Other” subcategory of Liquidated Damages listed in Table 4 above,

Recology has stated that all collected materials are delivered to the SBR facility on
Shoreway Road, as required by the franchise agreements (i.e., “the designated
transfer and processing facility”).

Recommended Adjustment — None

Review of Incentives/Disincentives Payments

Attachment | (Performance Incentives and Disincentives) of Recology’s franchise
agreement specifies that the Member Agencies shall provide incentive payment to
Recology for exceeding the following three (3) performance standards:

= Qverall Diversion Level;
= Single-Family Missed Pick-Up Initial Complaints;* and
= Average Speed of Answer.*

Disincentive payments are to be assessed from not meeting the following eleven (11)
performance standards:

=  Minimum Single-Family Diversion Level;

=  Minimum Commercial Diversion Level;

=  Maximum Contamination Level — Single-Family Targeted Recyclable Materials;
=  Maximum Contamination Level — Single-Family Organic Materials;

=  Maximum Contamination Level — Commercial Source Separated and Targeted
Recyclable Materials;

=  Maximum Contamination Level — Commercial Organic Materials;

=  Maximum Contamination Level — MFD and Commercial Plant Materials;
= Single-Family Missed Pick-Up Initial Complaints;*
5 = Single-Family Missed Pick-Up Collection Events;
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= Average Speed of Answer;* and Section 5
= Ninety (90) Second Maximum Hold Time.

* Items for which there is both an Incentive and Disincentive Payment Review of
Findings: Recology
Table 5 below provides a full list of 2014 Performance Incentive/Disincentive Liquidated
payments as reported by Recology and as calculated by R3. As shown, R3 is Damages and
recommending an increase of $1,800 in the Disincentive payment associated with Performance

Single-Family Missed Pick-Up Collection Events. Findings specific to each Incentive /
Incentive/Disincentive category are discussed below.

Disincentive
Table 5 Payments
2014 Performance Incentive/Disincentive Payments

Total 2014 Incentive/Disincentive Payments
Company Source

Documentation Company Recommended
R3 Calculated .
Reported Adjustment

Item Description

TQR4 Reports
Single-Family Missed Pick-Up Initial Complaints (Reason Code: 32014, 03CMG, Incentive/Disincentive has been eliminated.
03CMR, 03CMO)

TQR4 Reports
Single-Family Missed Pick-Up Collection Events (Reason Code: 32014, 03CMG, $5,700 $7,500 $1,800
03CMR, 03CMO)

Shoretel Phone System Statistics

Average Speed of Answer at Customer Service Center Report ($10,787) ($10,787) SO

Ninety (90) Second Maximum Hold Time Shoretel Phone System Statistics S0 S0 o)
Report
ly Sloan-

Maximum Contamination Levels Qua_rter.y Sloan Yasquez S0 S0 SO

Contamination Sampling Results
Minimum Diversion Levels M1d. Diversion Level’ sheet of ($42,217) ($42,217) SO
the Quarterly Report
Total Incentives/Disincetives Due to / (From) SBWMA| ($47,304) ($45,504) $1,800

Single-Family Missed Pick-Up Initial Complaints

Recology stated in its reports that the Incentive/Disincentive for “Single-Family
Missed Pick-Up Initial Complaints” was eliminated.’* This has been confirmed with
RethinkWaste, and we recommend no further action with regards to this item.
Single-Family Missed Pick-Up Collection Events

R3 checked the number of Single-Family Missed Pick-Up Collection Events for each
month of 2014 against the source documentation (TQR4 Reports) provided by

; R3

As amended per the administrative changes and amendments.
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Section 5 Recology and made adjustments as appropriate. This involved determining the
quantity of Single-Family Missed Pick-Up Complaints which were not resolved by the
end of the next business day (per Section 8.02.B.2 of the Agreement). R3’s review
Review of identified an annual total of 150 Single-Family Missed Pick-Up Collection Events for all

Recology Member Agencies, as compared to Recology’s reported annual total of 114 Single-
Liquidated Family Missed Pick-Up Collection Events.

Damages and

Performance Recommended Adjustment — Increase Disincentive Payment due to the
Member Agencies by a total of $1,800 (i.e., S50 per event x 36 more events
than reported). A summary of the amount due to (from) each individual
Member Agency is provided in Table 6 below.

Incentive /
Disincentive
Payments

Recommendation #4 — In future audits, in the data provided to the auditor,
Recology should disclose exactly which Single-Family Missed Pick-Up Events
were counted in their quarterly reports (i.e., specific tickets shown in the TQR4
reports), so that the auditor may more easily compare the differences between
the audited results and the original reported data.

Table 6
2014 Single-Family Missed Pick-Up Collection Events by Member Agency
Recolo . Amount due to
Member Agency Reportiz R3 Review Variance (from) Member
2014 Total
2014 Total Agency
Atherton 4 6 2 $100
Belmont 12 6 (6) ($300)
Burlingame 6 10 4 $200
East Palo Alto 7 9 2 $100
Foster City 4 7 3 $150
Hillsborough 6 4 (2) ($100)
Menlo Park 14 20 6 $300
North Fair Oaks 4 1 (3) ($150)
Redwood City 19 24 5 $250
San Carlos 8 10 2 $100
San Mateo 21 39 18 $900
San Mateo County 8 9 1 S50
West Bay 1 5 4 $200
Total 114 150 36 $1,800

R3
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Average Speed of Answer at Customer Service Center

R3 verified that the phone statistics provided in Recology’s 2014 quarterly and
Annual Reports matched the phone statistics generated by the Shoretel phone
system for each month of 2014. Recology receives an Incentive payment for a
calculated average speed of answer below 15 seconds, and a Disincentive payment
for a calculated average speed of answer greater than 30 seconds. Recology
calculated an Incentive Payment of $10,787, which resulted from average answer
speeds of below 15 seconds for 7 of 12 months during the 2014 calendar year. The
average speed of answer was not below 15 seconds for the months of March, July,
August, September and December, and the average never exceeded 30 seconds.

Recommended Adjustment — None

Ninety (90) Second Maximum Hold Time

R3 verified that the phone statistics provided in Recology’s 2014 quarterly and
Annual Reports matched the phone statistics generated by the Shoretel phone
system for each month of 2014. Specifically, Recology receives a Disincentive
payment of $5.00 per call when the number of calls exceeding the 90-second
threshold exceeds of 5% of all incoming calls in the quarter. The number of calls
exceeding the 90-second threshold did not exceed 5% of all calls in any quarter of
2014.

Recommended Adjustment — None

Maximum Contamination Levels

Attachment 1 of the franchise agreement establishes the following Maximum
Contamination Levels:

= Commercial Source Separated or Targeted Recyclable Materials — 10%
= MFD and Commercial Plant Materials — 5%

= Single-Family Organic Materials — 5%

= Commercial Organic Materials — 10%

= Single-Family Targeted Recyclable Materials — 8.5%

R3 found that the reported contamination amounts wused for the
Incentive/Disincentive calculations were consistent with the contamination figures

2 As amended per the administrative changes and amendments.

Section 5

Review of
Recology
Liquidated
Damages and

Performance
Incentive /
Disincentive
Payments

R3
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Section 5 presented in the quarterly and Annual Reports, and were also consistent with the
“Contamination Sampling Results” for 2014 provided by Sloan-Vazquez.

Recology maintained contamination levels below the maximums listed above for
each quarter of 2014.

Review of
Recology
Liquidated
Damages and

Recommended Adjustment — None

Performance

Incentive / Minimum Diversion Levels
Disincentive

Payments

R3 found that the diversion amounts used for the “Minimum Diversion Levels”
Incentive/Disincentive calculations were consistent with the figures presented in the
quarterly and Annual Reports. Specifically, Recology calculated an overall 2014
diversion rate of 46.87%, as compared to the target diversion rate of 46.70% (i.e., the
overall 2013 diversion rate). This represents diversion of 603.10 tons in excess of the
target diversion level, with an associated overall Incentive amount of $42,217 (i.e.,
$70 per ton diverted in excess of the target diversion level). In addition, R3 confirmed
that no Disincentive amounts are due to the Member Agencies as a result of not
meeting the single-family and commercial sector minimum diversion levels.

Recommended Adjustment — None

Liquidated Damages and Performance
Incentives/Disincentives Tracking and Reporting
Procedures

Liquidated Damages Procedures

In general, Recology tracks and reports “occurrences” related to the franchise
agreement’s specified Liquidated Damage items, and Liquidated Damage payments
are assessed on any occurrences in excess of the occurrence limits specified by the
franchise agreement. Many of the Liquidated Damage items are related to customer
complaints, with additional Liquidated Damages related to late submittal of reports,
and proper processing and delivery of collected material types.

Collection Quality

Complaints are received by phone through Recology’s call center, and may also be
submitted by customers online via Recology’s website. When a complaint is received

through the call center, the responding customer service representative (CSR) creates
R-a a complaint ticket with a “Reason Code” that describes the nature of the complaint.
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Each ticket is maintained in Recology’s internal software and is shown as a line-item
entry on Recology’s internal monthly TQR4 Report.

It is important that each incoming complaint be assigned the correct Reason Code,
because Recology determines monthly Liquidated Damage occurrence amounts, as
well as other information, using the quantity of Reason Codes shown on the TQR4
Report for each complaint type. In other words, if a complaint is entered into the
system with an incorrect Reason Code, the associated Liquidated Damage quantity
for that month will not account for the complaint.

All complaints submitted via Recology website produce a ticket with a generic
“Complaint” Reason Code that is not specific to the type of complaint received.
Recology reported that each generic complaint submitted through the website, if
handled properly, should be accompanied by a follow-up complaint ticket with a
more specific Reason Code corresponding to the associated Liquidated Damage item.
During our review of CS call coding, R3 observed several website “Complaint” tickets
and confirmed that follow-up complaint tickets with more specific Reason Codes
were created for complaints submitted via the website.

Customer Service Quality

Recology tracks occurrences of the one Liquidated Damage item related to Customer
Service Quality (“Resolution or remedy of complaints or inquiries beyond 10 business
days of receipt of the complaint or inquiry”) using a specific Reason Code in the same
manner as those items in the “Collection Quality” category above. Recology
determines monthly Liquidated Damage occurrence amounts for this item using the
guantity of Reason Codes shown on the TQR4 Report for this item.

Reporting

For the “Reporting” category of Liquidated Damages, report submittal dates are
recorded by the email transmittal, but no Liquidated Damages for lateness are
assessed unless they are notified of the late submittal by RethinkWaste. During our
review, we noted that:

= All 2014 Monthly Reports displayed their submittal date on the cover and
cover letter of the report, and all were submitted within 15 days of the end of
the month as required by Section 9.04.C;

= All 2014 Quarterly Reports displayed their submittal date on the cover and
cover letter of the report, and all were submitted within 30 days of the end of
the quarter as required by Section 9.04.C;

= The 2014 Annual Report displayed the submittal date on the cover and cover
letter of the report, and was submitted within 45 days of the end of the year
as required by Section 9.04.C;

= RethinkWaste did not notify Recology of any required corrections or
restatements for any of the 2014 reports; and

Section 5

Review of
Recology
Liquidated
Damages and

Performance
Incentive /
Disincentive
Payments

R3
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Section 5 = The billing review report was included in the 2014 Annual Report, and was
therefore submitted within 45 days of the end of the year as required by
Section 7.01.E.

Review of
Recology Other
Liquidated For the “Other” subcategory of Liquidated Damages, Recology stated that all
Damages and collected materials are delivered to the SBR facility on Shoreway Road (i.e., “the

designated transfer and processing facility”).

Performance
Incentive /
Disincentive
Payments

Performance Incentives/Disincentives Procedures

Single-Family Missed Pick-Up Initial Complaints

The Incentive/Disincentive for “Single-Family Missed Pick-Up Initial Complaints” was
eliminated and is no longer included in Recology’s reports.13

Single-Family Missed Pick-Up Collection Events

Recology calculates the total number of “Single-Family Missed Pick-Up Collection
Events” for each month by determining which instances of “Single-Family Missed
Pick-Up Complaints” (i.e., TQR4 Report Reason Code 32014) are not resolved by the
end of the next business day. Single-Family Missed Pick-Up Complaints are received
at the call center in the same manner as described in the “Collection Quality”
subsection above.

Average Speed of Answer at Customer Service Center & Ninety (90) Second
Maximum Hold Time

The calculated Incentive/Disincentive amounts for “Average Speed of Answer at
Customer Service Center” and “Ninety (90) Second Maximum Hold Time” are based
on phone statistics generated by Recology’s Shoretel phone system. As discussed
previously, statistics generated by the system include:

=  Number of calls received;
=  Number of calls answered;
=  Number of calls answered within 15, 30, 45, 60, and 90 seconds; and

= Cumulative wait time before answered. (The average wait/hold time (i.e.,
average speed of answer) is calculated based on the cumulative wait time and
the total number of calls answered.)

The Shoretel phone statistics from each month are input into the applicable
Incentive/Disincentive forms that are provided in reports to RethinkWaste.

R |-
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Maximum Contamination Levels Section 5

Recology’s contamination levels are based on third party “Contamination Sampling
Results” provided by Sloan-Vazquez, under contract to RethinkWaste. These
contamination levels are determined twice per year, and the resulting contamination
percentages are input into the applicable quarterly Incentive/Disincentive forms in Recology

the Quarterly Reports that are provided to RethinkWaste. Liquidated
Damages and

Review of

Minimum Diversion Levels

Performance
Incentive /
Disincentive

For purposes of calculating the Performance Incentive/ Disincentive, annual diversion
levels are set equal to the overall annual diversion levels after accounting for
contamination, as provided on sheet M1d of Recology’s Annual Report source
documentation provided to RethinkWaste and available to the Member Agencies Payments
upon request.

R3
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Section 6

Review of SBR Reported In-Bound Tonnage

Review of
SBR Reported Data

In-Bound The objectives of this task were to:

Uelilfl S DEL = Verify Accuracy of SBR’s reported In-Bound Tonnage Data;

= Verify SBR’s reported data (from franchised services) is consistent with
Recology’s reports; and

= Verify all other SBR tonnage is also accurate.

Background

All incoming franchised vehicles (Recology) and Member Agency Vehicles, as well as
self-haul C&D/Inert loads are weighed on SBR’s scales when those loads enter the
facility. All other self-haul loads are not weighed and are charged based on estimated
volume and material type.

Comparison of Recology Tons to SBR Tons

Recology drivers enter information about each load into SBR’s PC Scales system
through the driver automated attendant (DAT) terminal located at the scales. Each
driver receives a hard copy of each ticket. SBR reviews Recology’s weight tickets on a
daily basis for discrepancies such as duplicate loads and zero-weight loads and any
inaccuracies to identify any potential errors and electronically uploads all data to
Recology on a daily basis. At the end of each month SBR submits a monthly aggregate
data upload to Recology.

To determine if SBR’s reported data for Recology’s franchised service is consistent
with that data reported by Recology, R3 compared SBR’s monthly data from franchise
services, as reported in their 2014 December Report (Attachment 3 — Franchised
Inbound Tons (Recology)) to the monthly data reported by Recology in its monthly
tonnage reports as reported in its Tonnage Summary and Cumulative Comparison
worksheets of its Quarterly Reports.

Findings:

Table 7 below provides a comparison of the total tons diverted and disposed as
reported by Recology to those reported by SBR. As, shown there are some minor
discrepancies in both the reported diversion and disposal data. Relative discrepancies
from our 2013 Annual Report Review are also shown.

R3
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Table 7

Comparison of Recology and SBR Monthly Tonnages

2014 Report Data

Tons Disposed Tons Diverted
Month Recology SBR Variance Recology SBR Variance
Report Report (Recology vs. SBR) Report Report (Recology vs. SBR)
w @ Tons % @ @ Tons %
January 14,835.46 14,835.46 - 0.00% 14,226.44 14,228.10 (1.66)[ -0.01%
February 13,613.53 13,612.59 0.94 0.01% 11,971.41 11,973.88 (2.47)| -0.02%
March 14,457.39 14,457.05 0.34 0.00% 13,815.94 13,819.20 (3.26)| -0.02%
April 14,584.70 14,584.69 0.01 0.00% 14,398.90 14,401.94 (3.04)| -0.02%
May 14,534.41 14,532.33 2.08 0.01% 13,825.13 13,826.94 (1.81)] -0.01%
June 14,274.51 14,274.18 0.33 0.00% 13,260.52 13,263.53 (3.01)|] -0.02%
July 15,269.83 15,269.00 0.83 0.01% 14,063.11 14,065.06 (1.95)| -0.01%
August 14,506.47 14,505.26 1.21 0.01% 13,246.59 13,245.80 0.79 0.01%
September 14,966.65 14,965.31 1.34 0.01% 13,900.92 13,903.10 (2.18)| -0.02%
October 15,090.57 15,090.19 0.38 0.00% 14,598.60 14,600.09 (1.49)| -0.01%
November 13,548.27 13,548.01 0.26 0.00% 13,362.10 13,364.44 (2.34)] -0.02%
December 17,424.30 17,424.29 0.01 0.00% 18,833.52 18,835.81 (2.29)] -0.01%
Total| 177,106.09 | 177,098.36 7.73 0.00%| 169,503.18 | 169,527.89 | (24.71)| -0.01%
2013 Report Data
Total| 177,001.51 | 176,979.89 21.62 0.01%| 168,930.40 | 168,929.28 1.12 0.00%

(1) Source: Annual Report Tonnage Report supporting detail: (4) RSMC Annual Reports 2013 part 1/ M1. Tonnage

Summary

) Source: SBR's 2013 December Report; Attachment 3; Franchised Inbound Tons (Recology)
’(3) Source: Annual Report Tonnage Report supporting detail: (4) RSMC Annual Reports 2013 part 1/ M1d.

Diversion Level

Tracking Inbound Tonnage Data

SBR tracks the following seven (7) major categories of Inbound Tons as reported in
the Inbound Tons Report (Attachment 3) of their monthly, quarterly and Annual

Reports:

® Franchised Inbound Tons (Recology);

Section 6

Review of
SBR Reported

In-Bound
Tonnage Data

R3
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Section 6 = Member Agency Vehicles Inbound Tons;

= Recology Maintenance Box Trucks;
Review of = Self-Haul Tons;

SBR Reported * Buyback & Drop-Off Tons;

In-Bound
Tonnage Data

= South Bay Internal Tons; and

= Non-Franchised Tons.

Non Self-Haul Tons

With the exception of self-haul tons (other than self-haul C&D and inerts) which are
not weighed, all of SBR’s reported line item tonnages for each of the above major
categories of Inbound Tons are weighed and recorded in the monthly PC Scales data
input sheet (Attachment AA — Data Entry Form 1 from PCS) that supports SBRs
Monthly Inbound Tons Report. The line item tonnages listed in the Monthly Inbound
Reports are electronically linked to Attachment AA. The data in Attachment AA is
manually inputted largely from reports generated from the PC Scales data base.

Findings:
To verify the accuracy of the reported input tonnages R3:

v Tied the line item tonnage figures reported on the Monthly Inbound Tonnage
Report for a sample month to Attachment AA without exception (all values
are linked); and

v' Tied the data reported on Attachment AA for that same sample month to the
supporting PC Scales generated reports and other supporting documents,
with three (3) minor exceptions (1.44 tons of mattresses, 7 sofas and 0.37
tons of tires recorded on the PC Scales system did not get inputted into
Attachment AA).

R3 also obtained supporting documentation for the Third Party recycling tonnages
and tied that support to the reported figures without exception.

Self-Haul Tons

Inbound self-haul tons are calculated by subtracting the Total MSW Inbound Tons
from the Total MSW Outbound Tons (Attachment AB) (e.g., in January 2014 there
was total of 16,471.35 outbound tons MSW and 15,866.55 tons of inbound MSW
recorded in the PC Scales system, the difference of which (604.08 tons) is assumed to
be the tonnage associated with self-haul material entering the facility, which was
recorded on a volume (cubic yard basis).

Self-haul PC Scale recorded volumes (cubic yards) for self-haul material are then
converted into tons by:

= Calculating the percentage of the total volume of self-haul solid waste
associated with each Member Agency (e.g., Atherton had 54 cubic yards of

self-haul solid waste recorded in January 2014 out of a total of 4,299.9 total
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self-haul solid waste yardage or 1.26% of the total self-haul volume of solid
waste); and

= Multiplying that percentage by the calculated self-haul tonnage of 1,353.55
tons, (which, for example, in the case of Atherton results in a total of 17.00
tons of self-haul material allocated Atherton for January 2014).

Findings:
v" R3 confirmed the accuracy of the calculated Self-Haul tonnage.

Review of Inbound Member Agency Tonnage Data

Member Agency Vehicles

Tonnages for inbound Member Agency vehicles are reported on SBRs Inbound Tons
Report for the following four (4) categories:

= Solid Waste (MSW)

= Recycling;

= Qrganics; and

= |nert/C&D.
Findings:

v" For a sample month, R3 tied the overall Member Agency reported tonnages
for each of the above categories to the PC Scales Data Entry Form
(Attachment A of the Monthly Report supporting Excel file). We also tied the
tonnage on the PC Scales Data Entry Form to the Member Agency Tonnage
Report by Material data download from the PC Scales data base. We
identified three cases where data recorded on the PC Scales reports did not
get reported on Attachment A:

0 1.44 tons of mattresses (MATT — Mattress Per Ton);'
0 7 sofa’s (SOFA — Sofa (Sectionals Are Charged by Section); and
0 0.37 tons of Tires (TIRET — Tire per Ton)

All of the above items should have been reported as bulky recyclables.

Transfer Station & Third Party Tonnages

SBR also reports Transfer Station & Third Party Tonnages for tonnages by Member
Agency for the following sources:

= Self-Haul Solid Waste;

" SBR reported that this item noted should have been reported as EA (Each) on the PC Scales

Report.

Section 6

Review of
SBR Reported

In-Bound
Tonnage Data
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Section 6 = MRF Residue;
= TS & Other;
Review of = Self-Haul Green Waste; and

SBR Reported = Self-Haul Inert/C&D.

In-Bound
Tonnage Data

Self-Haul Solid Waste

As discussed above, inbound self-haul tons are calculated by subtracting the Total
MSW Inbound Tons from the Total MSW Outbound Tons (Attachment AB “Yardage
Data by Origin for MSW” of the Monthly Report supporting Excel file).

Findings:
v" R3 tied the reported MSW yards by Member Agency on Attachment AB for a

sample month to the supporting PC Scales data base and confirmed the
accuracy of the associated conversion of yardage to tons without exception.

MRF Residue®®

MREF residue ties to Attachment AD (“Data Entry Residual Allocation by Origin” of the
Monthly Report supporting Excel file), which is generated using Member Agency
allocation data provided by Recology in its monthly MIS Report.

Findings:

v' We tied the reported MRF Residue tonnage for a sample month to the
supporting PC Scales data base. We found that SBR reported the same
tonnage to both West Bay and North Fair Oaks for the months April through
December 2014 (no tons were allocated to West Bay for Jan-Mar), resulting
in an over-reporting of a total of 129.93 tons.

TS & Other

This category is a comprised of Appliances, Mattresses, Refrigerators and Tires. TS &
Other is calculated in a manner similar to MSW above on Attachment AC (“Self Haul
and Yardage Allocation by Origin” of the Monthly Report supporting Excel file), which
ties directly to PC Scales volume inputs.

Findings:

We tied the reported TS & Other tonnage for a sample month to the supporting PC
Scales data base. For all jurisdictions, SBR’s Monthly Report and AC Data Entry Form 3
Origin Rec Info did not include the following self-haul material types that were
recorded in the PC Scales system:

v' SOFA
R |-

v" CMD - Copy Machine Desktop
Page 34 of 44
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v" CMSA - Copy Machine Stand Alone
v" GD1 - Garage Door Single (1 Car)
v' GD2 - Garage Door Double (2 Car)

Self-Haul Green Waste

Self-Haul Green Waste is calculated in a manner similar to MSW above on
Attachment AC (Self Haul and Yardage Allocation by Origin).
Findings:

v" We tied the reported Self-Haul Green Waste tonnage for a sample month to
the supporting PC Scales data base without exception.

Self-Haul Inert/C&D

Self-Haul Inert/C&D is calculated in a manner similar to MSW above on Attachment
AC (Self Haul and Yardage Allocation by Origin), which ties directly to PC Scales
volume inputs.

Findings:

v' We tied the reported Self-Haul Inert/C&D tonnage for a sample month to the
supporting PC Scales data base without exception.

Section 6

Review of
SBR Reported

In-Bound
Tonnage Data

R3

Page 35 of 44

SBWMA BOD PACKET 06/25/2015 AGENDA ITEM: 7C EXHIBIT A - p39



SBWMA | Annual Report Audit | FINAL REPORT

Section 7

Review of SBR Liquidated Damages

Review of The objectives of this task were to:

SBR = Verify Liquidated Damages payments have been properly calculated in
Liquidated accordance with the Operating Agreement and tie to the reported events; and

Damages = Verify and explain SBR’s procedures to identify and report events which would
trigger Liquidated Damages.

Review of Liquidated Damages Payments

Background

Attachment 10 of SBR’s 2014 quarterly and Annual Reports did not include any
reportable instances of service issues that would trigger the payment of Liquidated
Damages in accordance with Attachment | of the operating agreement.

Attachment 10 of SBR’s operating agreement specifies the following Liquidated
Damage events:

= Failure to meet Vehicle Turnaround Guarantee;
= Failure to receive vehicles during Operating Hours;
= Failure to remedy a litter complaint within 5 hours of notification;
= Failure to provide excellent customer service;
= Timeliness of submission of reports to RethinkWaste;
= Failure to make records available upon request; and
= Failure to notify SBWM of intent to use subcontractors.
Findings:
v" We verified that the Liquidated Damage amounts reported in Attachment 10

of its December Monthly Reported tied to those listed in Attachment 10 of its
Operating Agreement.

v" SBR did not report any Liquidated Damages for 2014, as shown in Attachment
10 of its December Monthly Report.

v" While SBR reported no Liquidated Damages associated with “Failure to Meet
Vehicle Turnaround Guarantees,” it has not actively tracked the data that
would support that finding (see Review of Liquidated Damage Reporting
Procedures below).

Review of Liquidated Damage Reporting Procedures

R ) As part of our review of SBR’s Liquidated Damages R3 met with SBR management
staff and RethinkWaste’s Facility Operations Contract Manager. SBR reported among
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other things that, while it has the capabilities to track various data related to Section 7
Liqguidated Damages (e.g., Vehicle Turnaround Guarantee), that data is not actively
tracked. RethinkWaste’s Facilities Operations Manager reported that RethinkWaste
was aware of the fact that the data was not actively being tracked but also reported Review of
that RethinkWaste is not aware of any issues related to those items for which SBR
Liquidated Damages apply. The Facility Operations Contract Manager also reported Liquidated
that should RethinkWaste become aware of any potential issues in the future it
would require SBR to actively track any associated data for purposes of assessing
compliance.

Damages

R3
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Section 8

Status of Prior Year’s Recommendations

Status of The following is listing of the recommendations presented in R3’s June 12, 2014 Final
Prior Year’s Report: Findings from Review of Collection Services and Facility Operations Reports,
Tonnage Data and Customer Service Systems and the status of those
recommendations as reported by Recology.

Recommend-
ations

Section 1: Introduction

No recommendations

Section 2: Completeness and Mathematical Accuracy

Recommendation #1 — Recology should include a section in the Annual Report
on “Operational Changes” going forward, and state the fact that they
experienced no substantive changes if that is the case. Recology Response -
Was not included.

Recommendation #2 — Recology should include a section on “Commercial
Customer Service” as required by the Agreement going forward, and
specifically state in that section that commercial customer service is included in
Recology’s discussion of overall customer service practices, if that is the case.
Recology Response - Included in the section in which our customer service plan
is discussed.

Section 3: Review of Recology Tonnage Data

No recommendations

Recommendation #3 — RethinkWaste should review the summary descriptions
provided in SBR’s reports, and either: (a) confirm the acceptability of those
summaries; or (b) direct SBR to provide additional descriptive detail regarding
the facility’s programs and operations.

R3
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Section 4: Review of Recology Reported Customer Section 8

Service Data
Status of

Recommendation #4 — Recommendation #4 — Recology should develop a el YeE e

Reason Code for Recycling Tote-Bags. Recology Response — CONFIRMED.

Recommend-
ations

Recommendation #5 — Recology should prepare a weekly report to identify
coding errors related to reporting of Liquidated Damages events. These reports
should be reviewed regularly (e.g., monthly) to ensure the Customer Service
Reason Coding data that is maintained is accurate, and that any identified
Reason Coding errors are documented by generating a new call coding ticket
with the proper Reason Code. The results should be shared with each customer
service representative to provide feedback and counseling to improve the
accuracy of compiling and maintaining this data. If any Reason Code tickets are
corrected, a note should be added to the Report Log and a copy of this Report
Log should be kept up to date and made available for review. Recology
Response — CONFIRMED.

Recommendation #6 — Recology should review the current Reason Code list
and revise as appropriate to provide a more refined description and accounting
of the calls received. The revised or modified Reason Code list should be used
commencing July 1, 2014. The changes should be documented and shared with
the RethinkWaste. Recology Response — CONFIRMED.

Recommendation #7 — Recology should implement a new practice to route all
tickets to dispatch for Supervisor Review, in lieu of immediately dispatching all
tickets to the field which has been past practice. The Dispatch Clerks and
Supervisors should monitor these tickets for accuracy of coding. Recology
Response — CONFIRMED.

Recommendation #8 — Recology’s Route Supervisors should investigate all
alleged complaints to determine their validity and document the results of that
investigation prior to closing out the ticket. The documentation should include
GPS and/or physical evidence to confirm or refute the accuracy of the

complaint. A narrative explaining the rationale for determining the merit of the R5
complaint and resolution should be included in the documentation of the

Route Supervisor’s investigation (e.g., Complaint Resolution Log). Recology

Response — CONFIRMED. Page 39 of 44
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Section8 | Section 5: Review of Recology Liquidated Damages /
Performance Incentive and Disincentive

Status of Payments

Prior Year’s

Recommend-
ations

Recommendation #9 — Going forward, the TQR4 Reports should include notes
for each generic “Complaint” ticket submitted via the website, so that auditors
may easily determine whether each generic complaint should be classified as a
Liquidated Damage occurrence. Recology Response — CONFIRMED.

Recommendation #10 — Recology’s Dispatch Supervisors should review all
Supervisor tickets weekly to ensure that procedures are being followed and
tickets are being closed with detailed resolutions. “Operations Attention” and
other similarly coded tickets should be reviewed weekly by the Route
Supervisors to ensure they were coded correctly. Recology Response —
CONFIRMED.

Section 6: Review of SBR Tonnage Data

Recommendation #11 — Require Recology to submit a “scope of the review and
the reviewers work plan”, as required by the Franchise Agreement. As part of
that plan we recommend that solid waste, organic and recycling service levels
be audited for accuracy with billing and recycling service level records.
Recology Response - Audit source files were sent to the SBWMA.

Recommendation #12 — Recology should track all exceptions identified during
the required billing audits and provide that information to RethinkWaste as
part of their annual reporting requirement. Include for each exception the
specifics of the exception, the date of any associated billing adjustment, and
any corresponding action taken (e.g., customer refund, bill for prior services).
Recology Response — CONFIRMED.

Note: Requested data for any audits conducted prior to July 1%, 2014
should be provided in as much detail as possible, with
estimates/general information provided if specifics were not
tracked, however after July 1%, 2014, Recology should be expected

to keep a detailed accounting of all exceptions going forward and

R5 report that information annually, as noted above. Recology

Response - We were unable to go back prior to July 1, but going
forward, we were able to report exceptions.
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Section 8
Recommendation #13 - Recology should annually report commercial
subscription levels by account and for the commercial sector overall (i.e.,
weekly cubic yards of solid waste, recycling and organic materials). This will Status of
provide a clear picture of the extent to which individual commercial businesses Prior Year’s
are subscribing to the available diversion programs. It also provides a means Recommend-
for gauging the effectiveness of commercial outreach and public education ations

efforts. Over time, with effective outreach, you would expect to see recycling
and organic service volumes (cubic yards of weekly service) go up and solid
waste service volumes go down. If those levels are not changing, then it may be
appropriate to reassess the effectiveness and/or need for additional outreach,
or redirect resources to other areas where there might be greater payback.
Recology Response — CONFIRMED.

Section 7: Review of SBR Liquidated Damages

No recommendations

Section 8: Customer Call Center Audit Data

No recommendations

R3
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Section 9

Current Year Recommendations

This section includes a consolidated list of the recommendations included throughout
Recommend- this report:

ations

Current Year

Section 1: Introduction

No recommendations

Section 2: Completeness and Mathematical
Accuracy

Recommendation #1 — Recology should include a section on “Operational
Changes” in the Annual Report going forward, and state the fact that they
experienced no substantive changes if that is the case. [This recommendation
was also presented as part of our 2013 Review.]

Recommendation #2 — SBR should provide consecutive numbering of pages in
Annual Report, similar to 2013 Annual Report.

Section 3: Review of Recology Tonnage Data

No recommendations

Section 4: Review of Recology Reported Customer
Service Data

Recommendation #3 — Recology’s Dispatch Supervisors should review all
Supervisor tickets weekly to ensure that procedures are being followed and
tickets are being closed with detailed resolutions. “Operations Attention” and
“Reminder-Service Today” and any other similarly coded tickets should be
reviewed weekly by the Route Supervisors to ensure they were coded correctly
as missed pick-up complaints or as items subject to liquidated damages. [A
similar recommendation was also presented as part of our 2013 Review.]

R3
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Section 5: Review of Recology Liquidated Section 9
Damages/Performance Incentive and

Disincentive Payments Current Year

Recommend-
ations

Recommendation #4 — In future audits, in the data provided to the auditor,
Recology should disclose exactly which Single-Family Missed Pick-Up Events
were counted in their quarterly reports (i.e., specific tickets shown in the TQR4
reports), so that the auditor may more easily compare the differences between
the audited results and the original reported data.

Section 6: Review of SBR Reported In-Bound
Tonnage Data

No recommendations

Section 7: Review of SBR Liquidated Damages

No recommendations

R3
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Section 9 This page intentionally left blank.

Current Year

Recommend-
ations

R
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Recology Quarterly Reports (Article 9.06)

Report Requirements ST section Comments
Reports? Page #
9.06 Quarterly reports shall present the information described in this Section. Each quarterly report shall
present the information below for the reporting months of that quarter and for each of the preceding see subsections below
twelve (12) months.
9.06.A Tonnage Information. Contractor shall provide the Tonnage information requested below by Service
Sector on a monthly and year-to-date basis, However, the Agency reserves the right to request the Yes
monthly Tonnage data by route.
9.06.A.1 Solid Waste. Total Solid Waste Tonnage Collected and Disposed by Service Sector. Yes
9.06.A.2 Targeted Recyclable Materials Services. Total Targeted Recyclable Materials Tonnage Collected 1 C. Tonnage Summary and
and delivered for processing by Service Sector listed separately by material type Collected (e.g., Voo Cumulative Comparison
Single-Stream Targeted Recyclable Materials, Source Separated cardboard, Source Separated paper,
Used Motor Oil, Used Motor Oil Filters, etc.).
9.06.A.3 Organic Materials Services. Total Organic Materials Tonnage Collected and delivered for processing
by Service Sector listed separately by material type (e.g., Plant Materials, Food Scraps, or Organic Yes
Materials).
9.06.A If Contractor does not separately track Multi-Family Tonnage data, Contractor shall conduct a semi-
annual or annual Tonnage assessment if requested by the Agency in accordance with Section 7.08 that
involves separately Collecting and weighing Multi-Family Solid Waste, Targeted Recyclable Materials,
and Organic Materials to quantify Tonnage Collected during a given week.
9.06.8B Diversion Level. Contractor shall provide the quarterly and year-to-date Overall Diversion Level, the
. L ) C. Tonnage Summary and
quarterly and year-to-date Single-Family Diversion Level, and the monthly and year-to-date . .
Commercial Diversion Level (each stated as a percentage) calculated in accordance with Attachment I. Yes 1 Cl_Jmm.atNe COmpaI’ISOI.'I
In addition, Contractor shall present the calculations used to determine the diversion levels. D|ve|_'5|on_level calculations are_
provided in the report source file.
9.06.C Education Activities Yes . M6 — Vb Report Source Files = <(4) RSMC
9.06.C.1 Public education materials produced and total number of each distributed. Yes zfe;;e re;ort Annual Reports 2014 Part 1> &
9.06.C.2 Dates, times, and names of meetings or events attended. Yes source file. <(4) RSMC Annual Reports 2014
9.06.C.3 Dates, times, and names of school(s) where presentations were performed. Yes Part 2>
9.06.C.4 Other educational activities as may be requested by Agency.
9.06.D Complaint, Inquiry and Service Requests Data. Contractor shall provide information on the number of
Complaints, Inquiries and service requests received from Customers, Generators, or other Person by . .
. . . ) . D. Inquiry, Service Request and
category (e.g., missed pickups, noise Complaints, scheduled On-Call Bulky Item Collection Events, Complaint Data
Overages, Billing concerns, property damage claims, requests for information, etc.). Complaint Yes 29 . . .
summary, for each month and cumulative for Rate Year to date, summarized by nature of Complaints Year-to date data I? provided in
. . R the report source file.
on a compatible computer disc or other memory device approved by Agency.
9.06.E Call Center Data. Number of calls received, number of calls answered, number of dropped calls,
percentage of dropped calls, average delay time, Average Hold Time, percentage of calls answered Ves 30 E. Call Center Data and Quality
within thirty (30) seconds, percentage of calls answered in ninety (90) seconds reported for the month. Assurance Calls Made
9.06.F Quarterly Gross Revenues and Fee Reports. Pursuant to Article 10, a statement itemizing each fee Sheets M5 and Report Source Files = <(4) RSMC
paid by Contractor to Agency in the quarter; detailing calculation of each monthly fee amount; and Ves MS5a of the report Annual Reports 2014 Part 1> &
stating monthly Gross Revenues, by Service Sector, for all operations conducted or permitted by this source file. <(4) RSMC Annual Reports 2014
Agreement. Part 2>
9.06.G Determination and Payment of Liquidated Damages. In accordance with the requirements of Section
14.07, Contractor shall provide a report that identifies any non-compliance with performance
measures listed in Attachment J (except for compliance with diversion-related standards which shall be
reported as part of the Contractor's annual report) and include calculation of the Liquidated Damages G. Liquidated Damages Summary
due. This report shall be accompanied by supporting documentation identifying either compliance with Though the report is not
or level of non-compliance with the performance measures. Contractor may include with its report a accompanied by supporting
written request to meet with Agency's Manager or his or her designee to discuss Contractor's evidence Ves 32 documentation, the Company
refuting the basis for assessing Liquidated Damages pertaining to unacceptable employee behavior. In reported that "due to the volume
such cases, Contractor shall include with its report evidence in writing and written testimony of its of data, supporting
employees and others relevant to the incident(s)/non-performance. Agency's Manager or his or her documentation is available for
designee will provide Contractor with a written explanation of his or her determination on each reporting reviews."
incident(s)/non-performance. The decision of Agency's Manager or his or her designee shall be final.
9.06.H Account Summary. For monthly reports following the end of each quarter (e.g., for monthly reports
submitted in January, April, July, and October), provide the following account summary information in see subsections below
table format:
9.06.H.1 Number of Customers in each Rate Category. . .
Monthly reporting requirement.
9.06.H.2 Total number of Residential, Commercial, and Drop Box Customers subscribing to Solid Waste,
Targeted Recyclable Materials, and Organic Materials Collection service listed separately by Service Monthly reporting requirement.
Sector and material type.
9.06.H.3 Percentage of Customers subscribing to Targeted Recyclable Materials Collection service (listed

separately for Multi-Family, Commercial, and Drop Box Customers), which shall be equal to the
total number of Targeted Recyclable Materials Customers divided by the total number of Solid
Waste Customers.

Monthly reporting requirement.
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Recology Quarterly Reports (Article 9.06)

Report Requirements

Submitted in
Reports?

Section
Page #

Comments

9.06.H.4

Percentage of Customers subscribing to Organic Materials Collection service (listed separately for
Multi-Family, Commercial, and Drop Box Customers), which shall be equal to the total number of
Organic Materials Customers divided by the total number of Solid Waste Customers.

Monthly reporting requirement.

9.06.1

On-Site Customer Assessments and Visual Audits. Contractor shall report the number of and results
of the site assessments conducted for Multi-Family and Commercial Customers, which are required by
Article 7.

Yes

31

F. On-Site Customer Assessments,
Visual Audits and Recycling Tote-
Bag Delivery Information

9.06.)

Summary Assessment. Highlight significant accomplishments and problems. Identify
recommendations and/or plans to improve services.

Yes

42

|. Summary Assessment

9.06.K

Public Education Plan. The quarterly report submitted in October of each year shall include the public
education plan for the coming year pursuant to Section 7.03 of this Agreement.

No

N/A

The Company stated that the
Public Education Program is no
longer required, which
RethinkWaste confirmed as part of
R3's 2013 review.

9.06.L

Hazardous Waste Records. A summary or copy of the Hazardous Waste records required under
Section 8.07.D.

Yes

Sheet M9 of the

report source file.

9.06.M

Operational Data. Contractor shall provide GPS reports as requested by Agency or SBWMA. In
addition, Contractor shall submit a summary of Collection route operational data including: average
number of Customers and Containers serviced per route per Day for each Collection route; average
number of actual both on-route and off-route hours per Day by route (distinguishing between normal
and hard-to-serve routes, if appropriate); and, one-hundred (100) largest generators based on weekly
Solid Waste volumes (listed in descending order) within Agency for both Commercial and Multi-Family
Customers. This reporting shall include, at a minimum: the name of the Customer; the name of the
business; the address of the business; the type(s) of service received (e.g. Collection of Solid Waste,
Single-Stream Targeted Recyclable Materials, Plant Materials, Food Scraps, Organic Materials, Source
Separated cardboard, Source Separated paper, etc.); the volume of service received weekly measured
in cubic yards; the frequency of service received measured in number of Collections per week; the
diversion volume measured as total service level volume divided by Targeted Recyclables Materials
and/or Organic Materials Collection volume; and, the change in service level from the prior quarter.

Yes

Sheets M10 —
M10b of the

report source file.

<(4) RSMC
Annual Reports
2014 Part 1> &

<..Part 2>

Report Source Files = <(4) RSMC

Annual Reports 2014 Part 1> &

<(4) RSMC Annual Reports 2014
Part 2>

9.06.N

Commercial Recycling Promotion Program Status Report. Contractor must prepare and submit, both
quarterly and annually, to Agency and SBWMA, a Commercial Recycling Program Status Report. The
Commercial Recycling Program Status Report shall include, but not be limited to:

Yes

9.06.N.1

A summary of training and professional development activities for the Commercial Recycling
Promotion and supervisory staff.

Yes

9.06.N.2

A description of the strategy and overall approach to attract and retain a high quality and effective
Commercial Recycling Promotion Program and supervisory staff.

Yes

9.06.N.3

A description and status of meeting the goals and objectives for the Commercial Recycling
Promotion team and how these goals and objectives are tied to the compensation incentive plan.
(Contractor must explain how the stated goals and objectives will be accomplished if no
compensation incentive plan is used.)

Yes

9.06.N.4

A description of Contractor's sales strategy for maintaining and/or expanding the existing
Commercial Recycling account base and diversion levels.

Yes

9.06.N.5

A description of the services provided to the Commercial and Agency Facility sectors.

9.06.N.6

A detailed accounting of diversion statistics for the Commercial and Facility sectors.

Yes

44

J. Commercial Recycling
Promotion Program Status Report

9.06.0

Other Information. Other information or reports that Agency may reasonably request or require be
added to quarterly reporting. These requests may include, but shall not be limited to, information
regarding On-Call Collection programs, Used Motor Oil and Used Motor Oil Filter Collection, and large
Events and Venues Collection.
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Recology Quarterly Reports (Article 9.06)

Report Requirements

Submitted in
Reports?

Section
Page #

Comments

9.06.P

Determination and Payment of Performance Incentives and Disincentives. In accordance with the
requirements of Section 11.07, Contractor shall provide with its quarterly report, a report that
identifies compliance with the performance standards listed in Attachment | and includes calculation of
the Performance Incentive payments and disincentive assessments due. Performance incentives (in the
form of increased compensation to Contractor) will be awarded by Agency for excellent performance
on aspects of Sold Waste diversion, Collection service delivery and customer service as specified in
Attachment I. Performance disincentives will be assessed by Agency for substandard performance on
aspects of Solid Waste diversion, Targeted Recyclable Materials contamination, Organic Materials
contamination, Plant Materials contamination, Collection service delivery and customer service
specified in Attachment I.

Contractor's payment of performance disincentives related to Contamination are to be included with
submittal of Contractor's quarterly report to the SBWMA. All other performance incentives and
disincentives payments are to be included in Contractor's annual Rate Application and Contractor's
Compensation for the next Rate Year will be increased or decreased by the net amount of performance
incentive payments and disincentive assessments calculated in the Application. Performance incentives
and disincentives for Overall Diversion Level, Minimum Single-Family Diversion Level, Minimum
Commercial Diversion Level, Contamination, Average Speed of Answer and Ninety (90) Second
Maximum Hold Time shall be calculated in aggregate for the SBWMA Service Area and Agency's share
shall be proportional based on the tons of Solid Waste Collected by Contractor for Rate Year One
(2011) by Previous Contractor. Performance incentives and disincentives for Single-Family Missed Pick-
Up Initial Complaints and Single-Family Missed Pick-Up Collection Events shall be calculated separately
for each Agency.

Yes

38

H. Performance Incentives and
Disincentives
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Recology Annual Reports (Article 9.07)

. Submitted in Section
Report Requirements Comments
Reports? Page #
9.07 Annual reports shall present the information described in this Section in addition to the information
required for quarterly reports pursuant to Section 9.05.
9.07.A Operational Information see subsections below
9.07.A.1 Routes by Service Sector see subsections below
9.07.A.1.a Number of routes per day Yes
9.07.A.1.b Types of vehicles Yes
9.07.A.1.c Crew size per route Yes
9.07.A.1e Number of full-time equivalent routes Yes 43 |. Operational Information
9.07.A.1.f Number of accounts per route Yes
9.07.A.1lg Total hours per Service Sector per Day and per year Yes
9.07.A.1.h Average cost per route Yes
9.07.A.1.i Route sheets and maps Yes 56 M. Route Sheets and Maps
9.07.A.2 Personnel see subsections below
9.07.A.2.a Organizational chart Yes
9.07.A.2.b Job classifications and number of full-time equivalent positions for each (e.g. administrative,
customer service representatives, drivers, supervisors, educational staff, etc.) Yes 47 J. Organizational Chart
9.07.A.2.c Annual wages by job classification including benefits Yes
9.07.A.3 Productivity Statistics see subsections below
9.07.A3.a Number of accounts per Service Sector Yes
9.07.A.3.b Number of set-outs per Service Sector Yes 43 |. Operational Information
9.07.A.3.c Tons per route per Day by Service Sector Yes
9.07.A.4 Operational Changes see subsections below
9.07.A4.a Number of routes No N/A
9.07.A.4.b Staffing No N/A Not provided. When questioned,
9.07.A.4.c Supervision No N/A the Company stated that "we had
9.07.A.4.d Collection Services no substantive changes in 2013."
However, this should be stated in
No N/A
the report.
9.07.A.5 Equipment - An inventory of equipment in accordance with Section 8.04.D. The Company stated that the
No N/A equipment inventory was provided
under separate cover.
9.07.A.6 Billing - Billing review report in accordance with Section 7.01.F. Yes 48 K. Billings
9.07.B Customer Account Information. As part of the annual reporting requirement, Contractor shall make
available to Agency detailed Customer account information in tabular format and in electronic format
(in computer software format that is compatible with the Agency's) Including the following information
for each Customer: account number; service address; assessor parcel number for Accounts agreed to
by Contractor and Agency; Customer's name, address, and phone number; Billing contact name, Billing The Company stated this
address, and phone number; Solid Waste, Targeted Recyclable Materials, and Organic Materials No N/A information is made available
Collection service level (i.e., number of Containers, size of Containers, frequency of Collection, and upon request.
Day(s) of Collection), and Rate charged. For Multi-Family Customers, the Customer account information|
shall also include the number of dwelling units at each Multi-Family Residential Complex.
9.07.C Customer Service Operations. Contractor shall annually prepare and submit, to Agency and SBWMA, a
Customer Service Operations Plan that shall include, at a minimum, the following sections: see subsections below
9.07.C.1 Customer Service Call Center see subsections below
9.07.C.1.a Provide the number CSR supervisory staff and describe their responsibilities. Yes
9.07.C.1.b Contractor must descr!be !ts training strategy for CSR's and CSR superwsory staff.. : : Yes 49 L Customer Service Plan
9.07.C.1.c Contractor must describe its strategy and overall approach to attracting and retaining a high Yes
quality CSR staff.
9.07.C.2 Website see subsections below
9.07.C.2.a Number of on-line payments made Yes
9.07.C.2.b Number of On-Call Collection Services scheduled Yes
9.07.C.2.c Number of On-Call Bulky Goods Collections scheduled Yes 51 Website
9.07.C.2.d Number of extra Solid Waste pick-ups scheduled Yes
9.07.C.2.e Number of service changes requested Yes
9.07.C.2.f Number of Complaints documented and resolved Yes
9.07.C.3 Customer Information System see subsections below
9.07.C.3.a Status of any changes or upgrades made to system software Yes
9.07.C.3.b Description of proposed changes to system software Yes 52 Customer Information System
9.07.C.3.c Explanation and schedule of training activities Yes
9.07.C4 Staffing Yes 49 the Customer Service Call Center
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Report Requirements

Submitted in

Reports?
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Page #

Comments

9.07.C.5

Commercial customer service

N/A

There is no specific section related
to customer service and the
Company reported that its
customer service function is all
inclusive and that it does not have
a specific, dedicated commercial
customer service function.
Company reported that the
information is included in its 2015
Customer Service Plan

9.07.D

Related Party Entities. Contractor agrees that all financial transactions with all Related Party Entities
shall be approved in advance in writing and disclosed annually (coinciding with Contractors annual
audited financial statements referred to in this Section 9.07) to the Agency in a separate disclosure
letter to the Agency. This letter shall include the following information: a general description of the
nature of each transaction, or type of (for many similar) transaction, as applicable. Such description
shall include for each (or similar) transaction, amounts, specific Related Party Entity, basis of amount
(how amount was determined), and description of the allocation methodology used to allocate any
common costs. Amounts shall be reconciled to the Related Party Entity disclosures made in
Contractor's annual audited financial statements referred to in this Section.

At the Agency's request, Contractor shall provide the Agency with copies of working papers or other
documentation deemed relevant by the Agency relating to information shown in the annual disclosure
letter. The annual disclosure letter shall be provided to the Agency within sixty (60) Business Days of
Contractor's Fiscal Year end.

Yes

67

Disclosure Letter

9.07.E

Contractor's Review of Billings. Pursuant to the requirements described in Section 7.01.F, Contractor
shall submit a report on its review of Billings.

Yes

48

Review of Billings

9.07.F

Determination and Payment of Liquidated Damages. In accordance with the requirements of
subsections 14.07 and 11.07.D, Contractor shall provide with its annual report, a report that identifies
any non-compliance with performance standards listed in Attachment J and includes calculation of the
Liquidated Damages due. This report shall be accompanied by supporting documentation identifying
Contractor's compliance or non-compliance with the specified performance standards. The report
submittal shall be accompanied by a check from Contractor in the amount of the Liquidated Damages
due (per Contractor's calculation and self-reporting) for the reporting period.

Yes

32

G. Liquidated Damages Summary

9.07.G

Determination and Payment of Performance Incentives and Disincentives. In accordance with the
requirements of subsection 11.07, Contractor shall provide with its annual report, a report that
identifies compliance with the performance standards listed in Attachment | and includes calculation off
the Performance Incentive payments and disincentive assessments due. Performance incentives (in the
form of increased compensation to Contractor) will be awarded by Agency for excellent performance
on aspects of Sold Waste diversion, Collection service delivery and customer service as specified in
Attachment I. Performance disincentives will be assessed by Agency for substandard performance on
aspects of Solid Waste diversion, Collection service delivery and customer service specified in
Attachment 1.

Payment related to Performance Incentives and Disincentives, other than those related to
Contamination, are to be included in Contractor's annual Rate Application and Contractor's
Compensation for the next Rate Year will be increased or decreased by the net amount of Performance
Incentive payments and Disincentive assessments calculated. Performance Incentives and Disincentives|
shall be calculated as specified in Section 9.06.P.

Yes

38

H. Performance Incentives and
Disincentives
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SBR Quarterly Reports (Article 9.05)

. Submitted in Section
Report Requirements Comments
Reports? Page #
9.05 The information listed below and in Attachment 15 shall be the minimum reported
for each service. The report format will be developed jointly by Contractor and
Authority and include the following:
9.05.A Member Agency Tons. Weight and volume of all materials (by material type) entering Vs 6 Member Agency Monthly Tonnage
the Shoreway Center from Member Agencies; Report
9.05.B Inbound Tonnage. Weight and volume of Solid Waste, Organic Materials, and
Recyclable Materials (by material type) entering the Shoreway Center by the hauler Ve 3 Attachment 2 - Shoreway Facility
type (Collection Contractor(s), commercial haulers, self haul, public, and other) (by Inbound Monthly Tons
type of vehicle);
9.05.C Outbound Tonnage. Weight and volume of all Solid Waste, Organics Materials, -
Recyclable Materials (by material type) leaving the Shoreway Center; Yes 5 Attachment 3 - Shoreway Facility
v v vp & v ! Outbound Tons
9.05.D On-Site Tonnage. Weight and volume of all materials moving between the buildings Attachment 2 - The Report includes
and operations on the Shoreway Center site (e.g. between the MRF building, Transfer tonnages associated with the
Station building and Buyback center) (by material type); Yes 3 Buyback Center and MRF Residue
and materials
9.05.E Mass Balance. Mass balance accounting of all materials that enter and leave the . . .
Shoreway Center so that all inbound tons equal outbound / shipped materials less Mass Balance included in detailed
. . . Monthly Report Excel Spreadsheet
inventory (by material type);
provided to RethinkWaste.
Attachment 7 - Self-Haul Monthly
Yes NA Yards/ton Ratio, which was
previously included in the Monthly
Report pdf. file was removed from
those pdf. reports starting in
February 2014
9.05.E.1  Diversion and Residue. The percentage of materials diverted by material type, . . .
X X . . . Provides diversion percentages
category (Residential, Commercial, Self haul) and operation (MRF, Transfer Station, . R o
X associated with all categories listed
Bunker Program, Buyback/drop off center and other), and residual from MRF Yes 3 "
operations on Attachment 2 - Shoreway Facility
P ’ Inbound Monthly Tons
9.05.E.2  Destination Facilities. Location to which all Solid Waste, Organics Materials, and .
R R . K . Listed on Attachment 3 - Outbound
Recyclable Materials, received by the Facilities was delivered for transfer, processing, Yes 5 tons
sale, ultimate use or disposal;
9.05.E.3  Commodity Values. Recyclable Materials commodity sales value (by material type); .
¥ ¥ ¥ (by ype) Yes 19 Attachment 5 - MRF Commodity
Marketing Report - Outbound Loads
9.05.E.4  Changes. Changes to facilities, equipment and personnel used;
Attachment 8 - Includes: Staffing
9.05.E.5 Operatio_nal Changes. Changes to facilities and equipment operations, maintenance Ves - levels/Changes; Equipment
and repair; Levels/Changes; Facility
Updates/Repairs;
9.05.E.6  Accident Reporting. Reporting incidence of accidents involving either employees or
P B . _p & & ploy Attachment 8 - General Facility
customers of the facilities; R i R
s 2 Reporting; Incidents or Accidents
Involving Either Employees or
Patrons of the Facilities
9.05.E.7  Hazardous Spills Reporting. Documentation of hazardous spills and removals Attachment 8 - General Facility
shipment, and ship manifesting; Yes 23 Reporting; Documentation of
Hazardous Sills and Removals
9.05.E.8  Other information or reports that the Authority may reasonably request or require.
9.05.F Determination and Payment of Liquidated Damages. Contractor shall provide a
report that identifies any non-compliance with performance measures listed in
Attachment 10 (except for compliance with standards which shall be reported as part
of the Contractor’s annual report) and include calculation of the Liquidated Damages
due. This report shall be accompanied by supporting documentation identifyin,
P P Y SUpp & ying Yes 22 Attachment 7 - Liquidated Damages

either compliance with or level of non-compliance with the performance measures.
The report submittal shall be accompanied by a check from the Contractor in the
amount of the Liquidated Damages due (per Contractor’s calculation and self
reporting) for the reporting period.
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SBR Quarterly Reports (Article 9.05)

. Submitted in Section
Report Requirements Comments
Reports? Page #
9.05.G Programs. For each program, provide activity-related and narrative reports on goals,
milestones, and accomplishments. Contractor shall describe problems encountered,
actions taken and any recommendations to facilitate progress. Partial
Reports previously provided a brief
"Operational Summary" (Section 2).
9.05.H Summary Assessment. Contractor shall provide a summary assessment of the overall That section has been eliminated
materials handling systems from Contractor's perspective relative to financial and from the Reports.
physical status of the Shoreway Center. Contractor shall assess how well the program 23 Attachment 8 provides brief
is operating in terms of efficiency, economy and effectiveness relative to meeting all mon_tf_ﬂy summaries of "F)iversion
the goals and objectives of this Agreement. Contractor shall provide Partial Activity at Transfer S_tatlon“ and
recommendations and plans to improve operations, which highlight significant "MRF Recovery Effectiveness” (pg.
accomplishments and problems. Contractor shall document changes on a monthly 28-30).
basis and include monthly documentation in the quarterly reporting.
9.05.1 Meet and Confer with Authority. Beginning on the Commencement Date, and on a
quarterly basis thereafter, Contractor shall meet with the Authority to describe the
services performed at the Shoreway Center and the progress of each active Diversion
Program. Contractor shall document the results of the programs on a monthly basis,
including the tonnage diverted by material type, the end use or processor of the
diverted materials and the cost per ton for transporting and processing each type of
material and other such information requested by the Authority necessary to
evaluate the performance of each program.

9.05.) Addition and Changes to Programs. The Authority shall have the right to terminate a
program if in its sole discretion the Contractor is not cost effectively achieving the
program’s goals and objectives. Prior to such termination, the Authority shall meet
and confer with Contractor for a period of up to 90 days to resolve the Authority’s
concerns. Thereafter, the Authority may utilize a third party to perform these
services if the Authority reasonably believes the third party can improve on
Contractor’s performance and/or cost. Notwithstanding these changes, Contractor
shall continue the program during the meet and confer period and, thereafter, until
the third party takes over the program.

SBR Annual Reports (Article 9.06)
Report Requirements Submitted in Page Comments
Reports?

9.06 Annual Report. The Annual Report shall be in the form of the Quarterly Reports and Inbound Tons Summary, Outbound
shall provide the same type of information as required pursuant to Section 9.05 Tons Summary and Member Agency
summarized for the preceding four quarters. The Annual Report shall also include a Summary all provide summary data
complete inventory of equipment used to provide all services, and a list of for the preceding four quarters.
Contractor’s personnel used to operate the Shoreway Center. Self-Haul Yards/Ton Ratio provides

Mass Balance that was removed
from monthly/quarterly reports.
"About South Bay Recycling"

Yes Various |provides an inventory of equipment.

The Personnel section provides an
organizational chart, number of staff
by Department and information on
SBR's management team
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