ITEM NO. &9
CITY OF OCEANSIDE

STAFF REPORT

DATE: June 3, 2015
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 recommends that the City Council approve the franchise provider's annual request
for Consumer Price Index adjustment to 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 year
on 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 CPI or 75 percent of the difference in
this year's and the previous year's San Diego Area CPI, whichever is higher. The
effective increase is 1.62 percent which is based on the CPI-l, U.S. Average calculation.
(Table 1 demonstrates the breakdown and final analysis for FY 15/16 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 5.4
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. Considering this year's rate increase is minimal at 1.62%, staff is
recommending that any remaining Rate Stabilization Funds be saved for future CPI rate
increases which are projected to increase as the economy grows.

ANALYSIS
The 1.62 percent increase requested by Waste Management applies only to the
payment paid to Waste Management for solid waste services rendered. All City waste

related fees will remain the same.

Table 1: Consumer Price Index Adjustment

old Percentage Index Total
Rate Index New Index | Change in . b Weighted
Index Weighting
-Index Change
CPI - U, San 0 )
Diego, CACPI 260.32 265.15 1 .86% | 75.00% 1.40%
Ci' —LUS. | 53506 | 236.74 1.62% 100.00% 1.62%
verage
Total Percentage Rate Adjust 1.62%
(Total Weighted Percent Index that produces highest change) ke

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, and to
provide a recycling option to those commercial customers who have limited space to
accommodate both a trash and recycling container, a commercial split bin service will
be provided. Split bin service is an enhanced service that also realizes a cost savings
for businesses, rather than procuring services for separate trash and recycling
containers. The service will also be a direct benefit to customers in the downtown area,
or other areas with limited storage or alley access, that have extreme space limitations
for trash and recycling service. The split bin is a modified 3 cubic yard bin that is
divided in half, 1.5 cubic yards dedicated to solid waste, and 1.5 cubic yards dedicated
to single stream recycling. There are two locking bars and locks attached to the bin, so
that only one side can be serviced at one time. This bin is serviced by two different
drivers and trucks, and in addition to the split bin service rate, the customer will be
charged for two locks, and two rollout fees monthly. Table 2 below outlines the standard
cost of commercial service and demonstrates the cost savings for commercial split bin
rates.




Table 2: Commercial Service Cost Comparison

Commercial Frequency | Service | Roll-Out Lock Total | Total cost to
Service of Service Fee Fee Fee Rate Customer
Standard Txweek | eo961 | $454 | $4.61 |$108.76

Commercial Trash $99. $4. $4. $108.
Service 1 x week » $167.23

3 Yard Trash and $49.32 $4.54 $4.61 | $58.47
Recycle
3 Yard Recycle

Additionally, Waste Management is requesting to increase the current commercial
Overage Fee for solid waste and recycling due to a rise in overload issues. Waste
Management is requesting to raise the Solid Waste bin and Recycling bin overload fee
from $28.69 to $38.12. Staff does not recommend approval of this request, as it is
considered a punitive action that is not appropriate for all affected businesses due to
one-time instances and illegal dumping. Staff will work with Waste Management to
actively mitigate future repeat overload issues through education and monitoring, and
enforcement of adequate service levels per the City Municipal Code.

Lastly, Waste Management is requesting to work with the City of Oceanside on bad
debt procedures for those customers that Waste Management bills for services and
become delinquent on their payments. The customer receives multiple notices, and
eventually is placed on a stop-service status if payment is not received within
approximately 75 days. After 100 days of no payment, Waste Management will remove

their equipment until payment is made in full.

In the current rate structure, Waste

Management is allowed to charge a reinstatement fee, which is an administrative fee
that covers the cost of setting the customer back up for service. Waste Management is
also proposing a delivery fee for cost associated with re-delivering the equipment to the
customer's location. The proposed delivery fee is $56.76 for bins and roll-offs.

FISCAL IMPACT

Table 3 below summarizes the City’s projected FY 15-16 Contract Waste Disposal
Revenues showing projected revenues for full cost recovery of the CPI rate increase, as
recommended by staff.

Table 3. Contract Waste Disposal Revenues

: Projected
A ccc_>ur_1t Account Number _No CPI 1.62% CPl to incrtjease to
Description increase customer
customer
Contract
Service Charge | 700010731.4481.0001 | $18,550,154 | $18,850,666 $300,512
Revenue
Contract
Service Charge | 700010731.5305.0001 | $17,195,849 | $17,474,422 $278,573
Expense. ‘




Table 4 below shows the effects of the proposed options for increase on the typical
single family residential household (with one 64 or 96-gallon trash, up to 2 green waste
and up to 3 recycling containers).

Table 4: Single Family Residential Standard
Rate with Full Cost
_Recovery

$20.00 $20.30

Current Rate

COMMISSION OR COMMITTEE REPORT

The Utilities Commission will receive a contract update at its meeting on June 16, 2015.

CITY ATTORNEY’S ANALYSIS

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

RECOMMENDATIONS

Staff recommends that the City Council approve the franchise provider's annual request
for Consumer Price Index adjustment to 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: SUBMITTED BY:

7
Colleen Foster Michelle Skaggs Lawrence
Senior Management Analyst Interim City Manager
REVIEWED BY:
Peter Weiss, Assistant City Manager Qf]k)
Jason Dafforn, Interim Water Utilities Director JQJ\

Jane M. McPherson, Interim Financial Services Director %’:Z @Q/i wv

Exhibit A:  Waste Management Rate Sheet
Exhibit B: Resolution :



EXHIBIT A
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EXHIBITB |

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, pursuant 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.
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PASSED AND ADOPTED by the City Council of the City of Oceanside, California,
this day of , 2015, by the following vote:

AYES:
NAYS:
ABSENT:
ABSTAIN:

MAYOR OF THE CITY OF OCEANSIDE

ATTEST: APPROVED AS TO FORM:

City Clerk City Attorney




