ITEMNO. 2F
CITY OF OCEANSIDE

STAFF REPORT

DATE: May 28, 2014
TO: Honorable Mayor and City Councilmembers
FROM: Water Utilities Department

SUBJECT: APPROVAL OF ANNUAL CONSUMER PRICE INDEX ADJUSTMENT
: TO CONTRACTOR COMPENSATION AND RESOLUTION
ESTABLISHING SOLID WASTE USER RATES

SYNOPSIS

Staff and the Utilites Commission recommend that the City Council approve the
franchise provider's annual request for Consumer Price Index adjustment to the
contractor compensation under the City’s solid waste service contract with Waste
Management of California; adopt a resolution establishing solid waste user rates
(Exhibit A); and direct staff to implement the user rates and franchise provider charges.

BACKGROUND

The City contracts with Waste Management of California, Inc. for solid waste disposal
services to the City. The current contract, which was approved by Council on October
20, 2010, established initial rates for all user services including both residential and
commercial collection. The contract specifies that a portion of the rate is to be paid to
Waste Management and a portion of the rate is to be paid to the City for administration
of the contract, billing, and other programs.

The new contract eliminated the “benchmarking” process for rates, which was used in
the previous contract as a methodology to adjust rates and instead, provides Waste
Management the opportunity to request an annual adjustment to be effective each July
first. The adjustment is based on either 100 percent of the difference in this year's and
the previous year's National All-Cities CP! or 75 percent of the difference in this year's
and the previous years San Diego Area CPI, whichever is higher. The effective
increase is 1.46 percent which is based on the CPI-I, U.S. Average calculation. (Table 1
demonstrates the breakdown and final analysis for FY 14/15 CPl Rate Adjustment to
Waste Management.)

The Solid Waste/Rate Stabilization Fund was established in 2005. Benchmarking
studies completed in 2005 and in 2008 resulted in rate reductions (4.5 percent and 54
percent, respectively) which established the Solid Waste/Rate Stabilization Fund. The
purpose of this fund was to offset future rate increases. Under the current contract, a



portion of the rate paid by customers is deposited into the Solid Waste Rate
Stabilization Fund. Previous rate adjustments since the new contract was executed in
2010 have used funds from the Solid Waste Rate Stabilization Fund to offset increases
-to the customer. This practice is not fiscally sustainable. Staff will be evaluating the
amount collected annually for rate stabilization and city services in the next few months
as part of other utility rate updates.

ANALYSIS
The 1.46 percent increase requested by Waste Management applies only to the

payments paid to Waste Management for solid waste services rendered. All City waste
related fees will remain the same.

Table 1
Rate Index Oold New Index | Percentage Index Total
Index Change in | Weighting | Weighted
Index Change
CPI-U, San
Diego, CACPI 256.96 260.32 1.31% 75.00% .98%
(260.32 - 256.96) = 3.36 3.36/256.96 = 1.30% 1.30% x 0.75 = .98%
Change in rate Percentage change Weighted change
CPI-1, US. _ N
Average 229.60 232.96 1.46% 100.00% 1.46%
(232.96 — 229.67) = 3.36 3.36/229.60 = 1.46% 1.46% X 100% = 1.46%
Change in rate ~ Percentage change Weighted change
Total Percentage Rate Adjust (Total Weighted Percent Index that 1.46%
produces highest change)

In addition to the annual rate adjustment, the attached rate sheet reflects a new service
and subsequent rate to be provided to commercial customers. In order to increase
recycling diversion in compliance with AB 341 Mandatory Commercial Recycling, while
ensuring a cost effective service for customers, the existing commercial can service is
to be changed from trash only serviced from two 96-gallon trash carts, to trash and
recycling serviced utilizing one 96-gallon cart for trash and one 96-gallon cart for
- recycling. In order to accommodate this service and routing shift, the new rates to be
established for this service will be as follows:

Commercial Can Rate Service Storm Contract Rate to Customer
Admin.

1 x week proposed rate: $34.38 $.88 $1.62 $36.88

2 x week proposed rate: $59.87 $.88 $1.62 $62.37

FISCAL IMPACT

Table 2 below summarizes the City’'s projected FY 14-15 Contract Waste Disposal
Revenues showing projected revenues for

1) Full cost recovery of rate increases, and
2) 50% cost recovery with 50% rate stabilization subsidy for one year.
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Table 2

Projected
0, 0,
Accqur_it Account Number .No CPI 1.46% CPI _ 0.73%
Description increase | to customer | increase to
customer

Contract Service
Charge Revenue | 7000101731.4481.0001 | 17,183,950 | 17,434,836 17,434,836

Contract Service
Charge Expense | 7000101731.5305.0001 | 17,183,950 | 17,434,836 17,434,836

Table 3 below shows the effects of the proposed options for increase on the typical
single family residential household (with one 64/96-gallon trash, up to 2 green waste
and up to 3 recycling containers).

Table 3 Single Fami ial Standard
Current Rate with Rate with
Rate Full Cost 50% Cost
Recovery Recovery

$19.87 $20.13

Table 4 below shows the breakdown of the proposed rate, assuming 50% offset by the
Rate Stabilization fund.

Table 4 Single Family Residential Standard Rate Breakdown (50% Offset Option)

Proposed Rate Allocations
Purpose Account Amount
Rate to $20.00 Storm Water 707702731.4481.0002 $0.64
Customer: '
Payment to $18.29 Contract Admin | 700010731.4481.0003 $1.20
WM:
Balance: $1.71 Rate 700010731.4481.0003 ($0.13)
Stabilization

Regardless of the option approved, Waste Management will receive $18.29 of the
residential rate and the remaining balance would fund city contract administration and
billing services for trash.

COMMISSION OR COMMITTEE REPORT

The Utilities Commission approved staff's recommendation at its meeting on April 15,
2014.

CITY ATTORNEY’S ANALYSIS

The referenced documents have been reviewed by the City Attorney and approved as
to form.




RECOMMENDATIONS

Staff and ‘the Utilites Commission recommend that the City Council approve the
franchise provider's annual request for Consumer Price Index adjustment to the
contractor compensation under the City’s solid waste service contract with Waste
Management of California; adopt a resolution establishing solid waste user rates
(Exhibit A); and direct staff to implement the user rates and franchise provider charges.

PREPARED BY:

A

Colleen Foster Steven B,Jepse'n

Management Analyst City Manager

REVIEWED BY:

Michelle Skaggs Lawrence, Deputy City Manager M

Cari Dale, Water Utilities Director | W/‘ O /(
James R. Riley, Financial Services Director %

Exhibit A:  Waste Management Rate Sheet
Exhibit B: Resolution



O 0 N N i R WM e

[ I N N N N N T N T N T N S S G
o 1 O AR W N~ O WY 0NN W R W RS

RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
OCEANSIDE FIXING MAXIMUM RATES FOR THE
COLLECTION OF WASTE MATTER WITHIN THE CITY OF
OCEANSIDE

WHEREAS, the City contracts with Waste Management of California, Inc. (“Waste
Management”) for solid waste disposal services to the City.

WHEREAS, pI;rsuant to said contract, Waste Management has requested an annual
adjustment to increase the maximum contractor compensation for solid waste services
provided, based on the change in Consumer Price Index; and

WHEREAS, in order to accommodate this request, it will be necessary to adjust the
maximum rates to be charged for solid waste services for both residential and commercial
customers, in accordance with Oceanside City Code, Chapter 13 (Solid Waste and Recycling).

NOW, THEREFORE, the City Council of the City of Oceanside does resolve as follows:

SECTION 1. The City Council having approved the request made by Waste
Management to adjust the maximum contractor compensation for solid waste and franchise
provider services, hereby determines and fixes the maximum monthly rates for collection of
solid waste in accordance with the schedule attached hereto and incorporated herein by
reference.

A
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PASSED AND ADOPTED by the City Council of the City of Oceanside, California,
this day of _ , 2014, by the following vote:

AYES:
NAYS:
ABSENT:
ABSTAIN:

MAYOR OF THE CITY OF OCEANSIDE

ATTEST: APPROVED AS TO FORM:

%/
City Clerk C

<3

i Aone |
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A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF OCEANSIDE FIXING MAXIMUM RATES FOR THE COLLECTION OF WASTE
MATTER WITHIN THE CITY OF OCEANSIDE
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