CITY OF WHEATLAND

CITY COUNCIL MEETING
STAFF REPORT

August 22, 2017

SUBJECT: Public Hearing to Consider Recology Yuba-Sutter Rate
Adjustment for Rate Year 2018 and Related Amendment to
the 2011 Collection Service Agreement

PREPARED BY: Greg Greeson, City Manager

Recommendation

Conduct a Public Hearing, and after consideration, adopt a Resolution approving Amendment
No. 7 to the 2011 Collection Service Agreement with Recology Yuba-Sutter, which approves a
1.42% increase to Recology service rates for the Rate Year 2018 and a one (1) percentage
point increase in Franchise Fees.

Background/Discussion

In 2011 the City Council approved an eight-year solid waste collection service agreement with
Recology Yuba-Sutter. RWMA regularly conducts the review of rate applications for member
jurisdictions. The RWMA Board does not have rate setting authority, therefore Recology rate
adjustments and fee schedules are adopted by each member jurisdiction.

According to the terms of the Collection Service Agreement, Rate Year 2018 (beginning
October 1, 2017) rates are set by an index-based adjustment. At their June 15, 2017 meeting,
the Regional Waste Management Authority (RWMA) Board of Directors accepted the collection
rate adjustment application evaluation report for the Recology Yuba- Sutter Rate Year 2018 rate
adjustment and directed staff to forward the final report to the member jurisdictions for their
consideration. Attached for your review is the Final Evaluation Report of the Recology Yuba-
Sutter rate application completed by Aurora Environmental, Inc.

The final report results in a 2.42% rate increase for standard, 32-gallon residential
service. This increase includes a 1% increase in the franchise fee as part of a five-year
plan for all RWMA member jurisdictions to raise the franchise fee from 5 to 10 percent.
With this increase, the franchise fee will be at 9% with one remaining adjustment
required to reach 10% in Rate Year 2019.

RWMA Executive Director Keith Martin will be available to answer any questions you may have
and Recology Yuba-Sutter representatives also will be in attendance.



Alternatives;
If the recommended amendment is not approved, the six jurisdictions comprising the RWMA
would need to explore and consider other options.

Attachments:

Resolution Amending Collection Service Agreement

Proposed Amendment No. 7 to Collection Service Agreement
Rate Schedules for City of Wheatland (Effective 10/1/2017)
June 15, 2017 RWMA Staff Report

Recology Yuba-Sutter 2018 Rate Application Review Report

Ok W=



RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WHEATLAND
APPROVING AMENDMENT NO. 7 TO COLLECTION SERVICE AGREEMENT
WITH RECOLOGY YUBA-SUTTER REGARDING ADJUSTMENT OF
MAXIMUM SERVICE RATES

WHEREAS, on December 13, 2011, the City Council approved a Collection Service
Agreement (“Agreement”) with Recology Yuba-Sutter (“Recology”), which agreement was
subsequenily amended on September 11, 2012 (“Amendment No. 17), September 24, 2013
(“Amendment No. 2™), August 24, 2014 (“Amendment No. 3”), September 22, 2015
(“Amendment No. 4”), and March 22, 2016 (“Amendment No. 5”); and August 23, 2016
(“Amendment No. 6);

WHEREAS, Recology has requested, and the Regional Waste Management Authority
(RWMA) recommends, the approval of a rate adjustment and other related changes to the
Agreement, as amended by Amendment Nos. 1 through 6. Such changes, which implement the
Refuse Rate Index adjustments more particularly described in the Agreement, reflect the
application of a 2.42 percent rate increase in the base service rates, which includes a 1.42%
increase to Recology service rates for the Rate Year 2017 and a one (1) percentage point increase
in Franchise Fees;

WHEREAS, under the Agreement, as amended, Recology levies, imposes, and collects
its own solid waste service charges as an independent contractor, with the City serving as a
franchisor with a limited role in reviewing and verifying Recology’s annual rate adjustments.
City therefore has determined that it does not impose or increase solid waste service charges
within the meaning of section 6 of article XIIID of the California Constitution (“Proposition
218"); and

WHEREAS, the City and Recology mutually desire to amend the Agreement to
implement the proposed Recology-requested rate adjustments as more particularly described in
Amendment No. 7 to the Agreement.

NOW, THEREFORE, the City Council of the City of Wheatland does hereby resolve
that Amendment No. 7 to the Collection Service Agreement with Recology. which is on file in
the office of the City Clerk and is attached hereto, is hereby approved and the City Manager
Greg Greeson is hereby authorized and directed to sign the amendment on behalf of the City.

PASSED AND ADOPTED at a regular meeting thereof held on the 22" day of August
2017, by the following vote:

AYES:
NOES:
ABSENT:

Attest: Rick West, Mayor

Lisa J. Thomason, City Clerk

8600/ROB1216keg (Recology Amendment No. 6)



MODEL AMENDMENT TO COLLECTION SERVICE AGREEMENT

DRAFT

This Amendment to the Collection Service Agreement for solid waste collection, disposal, and
recycling services is made this __ day of 2017, by and between the City/County of
, California (CITY/COUNTY) and Recology Yuba-Sutter.

RECITALS

A. On , 2011, CITY/COUNTY entered into a Collection Service Agreement
(Agreement) with Recology Yuba-Sutter for solid waste collection, disposal, and recycling
services within the corporate limits of CITY/COUNTY. The Agreement expires on September
30, 2019.

B. CITY/COUNTY and Recology Yuba-Sutter mutually desire to amend the
Agreement by executing this amendment (Amendment) to adjust Maximum Service Rates for
residential, commercial and debris box collection rates effective October 1, 2017 to reflect the
Refuse Rate Index Adjustment per the Maximum Service Rate Adjustment Guidelines for the
Collection Service Agreement, including a modification of franchise fees.

C. CITY/COUNTY stipulates that this Amendment to the Collection Service Agreement
is conditioned upon the mutual commitment of all of the member agencies of the Regional
Waste Management Authority to adopt the same base service rate adjustments.

NOW, THEREFORE THE PARTIES TO THE COLLECTION SERVICE AGREEMENT
AND THIS AMENDMENT AGREE AS FOLLOWS

1. MAXIMUM SERVICE RATES

The Maximum Service Rates that may be charged by Recology Yuba-Sutter for the services
provided in Rate Year 2018 pursuant to the Agreement are specified in Exhibit 1 to this
Amendment. The CITY/COUNTY hereby adjusts the franchise fee percentage to be nine (9)
percent. Recology Yuba-Sutter and the CITY/COUNTY agree that the Maximum Service Rates
include ongoing remittances to the RWMA of per month in
Rate Year 2018 for the Rate Stabilization and Capitalization Fund (five jurisdiction) is included in
the Maximum Service Rates.

2. CONDITIONS FOR EFFECTIVENESS OF THIS AGREEMENT AMENDMENT

The effectiveness of this Agreement Amendment is expressly conditioned on the mutual written
commitment of all the member agencies of the Regional Waste Management Authority to adopt
the same base service rate adjustments and the other referenced adjustments to remittances to
the Rate Stabilization and Capitalization Funds pursuant to Section 1 above.
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AGENDA ITEM IV -B
STAFF REPORT

COLLECTION SERVICE RATE ADJUSTMENT APPLICATION
EVALUATION REPORT

BACKGROUND

Attached for Board review and consideration is the Draft Evaluation Report prepared by Aurora
Environmental, Inc. on the rate adjustment application that was submitted by Recology Yuba-
Sutter for the rate year beginning October 1, 2017 (Rate Year 2018). This is the sixth rate
adjustment application submitted by Recology Yuba-Sutter pursuant to the Maximum Service
Rate Adjustment Guidelines for the Collection Service Agreement, Exhibit 2 in the Collection
Service Agreements that were adopted by the RWMA member jurisdictions in December 2011.

The Draft Evaluation Report and associated adjustment recommendations to the member
jurisdictions are now being presented to the RWMA Board for review and acceptance. The
Maximum Service Rate Adjustment Guidelines for the Collection Service Agreements allow for
the RWMA to conduct the review of rate applications, but do not specifically require that this
function be performed by the RWMA. The RWMA has provided this service for the member
jurisdictions beginning with Rate Year 2001. The RWMA does not have any rate setting
authority and conducts the application review only as a service to the member jurisdictions.

The 2011 Collection Service Agreements established a process for the submittal and review of
Detailed Rate Applications and Refuse Rate Indexed Applications. Under these agreements,
rates for Recology Yuba-Sutter’s collection services are to be adjusted using a Refuse Rate
Index (RRI) for the first, second and third Rate Years of each four year rate cycle of the
Collection Service Agreement. In the fourth year of each four year rate cycle, rates are to be
adjusted by the detailed rate adjustment methodology in Exhibit 2 of the Collection Service
Agreements. For the first four year rate cycle, the Collection Service Agreements specified that
there would only be RRI based adjustments in the first and second rate years with Rate Year
2015 being a detailed rate adjustiment year. Rate Year 2018 (October 1, 2017 — September 30,
2018) is the third year of the next four year rate cycle and a Refuse Rate Index Application was
submitted pursuant to the Collection Service Agreements.

RATE APPLICATION REVIEW & NEXT STEPS

The Draft Evaluation Report describes the Refuse Rate Index (RRI) rate adjustment resulting in
a 1.42 percent increase in the base service rates. In addition {o the RRI adjustment, a separate
policy issue for consideration in the attached Model Amendment is another increase in the
franchise fee of each jurisdiction from 8§ to 9 percent as part of a planned five year increase from
5 to 10 percent. This question applies to all of the member jurisdictions except the City of
Marysville which increased their franchise fee to 10 percent two years ago. Assuming the one
percentage point increase in the franchise fees for five of the six RWMA jurisdictions and
accounting for any member agency specific programs, the net rate adjustments for the selected
service levels are as follows:

Printed on Recycled Paper



Standard 32-Gallon 96-Gallon Refuse Cart 4 Yard Commercial
Residential Service Residential Service Bin Service

HlMEisaiction (Program Areas) {Non-Program Areas) (Collected 1X/Week)
Live Oak 2.49% Not applicable 2.47%
Marysville 1.39% Not applicable 1.38%
Sutter County 2.49% 2.48% 2.47%
Wheatland 2,49% Not applicable 2.47%
Yuba City 2.46% Not applicable 2.45%
Yuba County 247% 2.49% 2.47%

Because the RWMA Board does not have rate setting authority, specific rate adjustments and
fee schedules for individual member jurisdictions are not included in this report and this
recommendation is for a region-wide rate adjustment percentage based on the indexed
calculation as described in the Draft Evaluation Report and the Recology Yuba-Sutter Rate
Application (Attachments 1 — 3 to the Draft Evaluation Report).

Upon acceptance, the Final Evaluation Report will be distributed to the RWMA jurisdictions
along with model franchise amendment language for use in the consideration of rate structure
adjustments. The Maximum Service Rate Adjustment Guidelines for the Collection Service
Agreement specify that the adjusted rate structures be adopted by each of the RWMA
jurisdictions by August 31¥" and be effective on October 1% each year. It is anticipated that rate
adoption hearings, as necessary, will be held by the RWMA jurisdictions in July and August
and that the adjusted rates will be effective October 1, 2017.

RWMA staff will be available at the Board meeting along with representatives of Recology
Yuba-Sutter to review the evaluation report and the rate adjustment process in detail.

RECOMMENDATION: Accept the report and associated rate adjustment recommendations to
the member jurisdictions as proposed.



EVALUATION REPORT

RECOLOGY YUBA-SUTTER
2018 RATE APPLICATION

FINAL REPORT

Presented to

Regional Waste Management Authority

June 16, 2017

Prepared by

Aurora Environmental, Inc.



1.0 INTRODUCTION

Per the Collection Service Agreements and the Maximum Service Rate Adjustment
Guidelines for the Collection Service Agreements (Exhibit 2 of the franchise agreements)
adopted by each of the Regional Waste Management Authority (RWMA) jurisdictions,
rates for Recology Yuba-Sutter’s collection services are to be adjusted using a Refuse
Rate Index (RRI) for the first, second and third Rate Years of each four year rate cycle of
the Collection Service Agreement. In the fourth year of each four year rate cycle, rates
are to be adjusted by the detailed rate adjustment methodology in Exhibit 2 of the
Collection Service Agreements. Rate Year 2018 (October 1, 2017 to September 30,
2018} is the third rate year of the second four year rate cycle under the new franchise
agreements.

Per the Collection Service Agreements, Recology Yuba-Sutter is required to submit an
RRI Rate Application by May [* of each calendar year in which an RRI rate adjustment
is to occur. The RRI rate adjustment methodology requires that Recology Yuba-Sutter
provide financial expense information for the following cost categories:

- Labor

- Fuel

- Vehicle and Equipment Replacement
- Vehicle and Equipment Maintenance
- Disposal

- All Other

The weighted percentage of each cost category is determined based on the proportionate
share of the expenses in each cost category compared to the total cost. The weighted
percentage of each cost category is then multiplied by the percent change in the annual
average of each assocrated index between the 12-month period ending March 31 of the
calendar year in which the RRI adjustment is to occur and the preceding [2-month
period. The RRI adjustment is the sum of these products.

Contract Administrators for each jurisdiction (or the RWMA and/or a consultant engaged
by a jurisdiction(s) or the RWMA) are required to check the calculations in the
application and promptly notify Recology Yuba-Sutter of any errors. Recology Yuba-
Sutter then has the opportunity to submit a corrected application. The Contract
Administrator is required to notify Recology Yuba-Sutter by July 15™ that the RRI
adjustment to the Maximum Service Rates set forth in the application (as so corrected) is
correct. Recology Yuba-Sutter will then provide adjusted rate sheets by July 31% for
consideration and action by the member jurisdictions, or their delegated authonty, by
August 31* to become effective on the subsequent October 1*.



2.0 REFUSE RATE INDEX (RRI) RATE ADJUSTMENT EVALUATION

On May 1, 2017, Recology Yuba-Sutter submitted a rate application to the RWMA and
member jurisdictions for an adjustment of the service rates that would be effective for
Rate Year 2018 (October 1, 2017 to September 30, 2018). The RRI rate adjustment
requested in this application was for a 1.42% increase in the base service rates.

The following describes the different components of the rate adjustment request:

1. Cost Category Detail — The financial expense statement by cost category was
reviewed and the non-allowable expenses adjusted out per the rate adjustment
guidelines include such items as donations; company promotions; road
maintenance fees; late fees/penalties; HHW Facility expenses; street sweeping
services; Ponderosa Transfer Station expenses; Marysville Landfill post closure
expenses; processing of recyclables and green waste from Colusa and Butte
counties; and, expenses for the temporary processing of recyclable materials
from Marin and Sonoma counties. Expenses to address state storm water
management requirements and Waste Discharge Requirements that are
anticipated to be funded by Rate Stabilization and Capitalization Funds are also
adjusted out of the financial expense statement. The non-allowable expenses
related to the non-RWMA activities of collection service to Beale Air Force
Base and the foothill areas of Butte and Placer counties are still included in the
expenses based on the assumption that this activity has roughly the same
percentage mix of expenses as the RWMA activities.

Other excluded items are the landfill trust fund interest and franchise fees from
the All Other cost category. The landfill trust fund interest is excluded from the
calculation because it is not a true expense. The franchise fees are excluded
from the All Other cost category because the RRI adjustment is applied to the
base service rates. Franchise fees are then charged on the resulting adjusted
base service rates.

A copy of the expense statement is included in Attachment 1.

2. Cost Category (Expense) Weight Percentage Calculations — The cost category
weight percentage calculations based on the expense statement in Attachment
1 were reviewed and found to be correctly calculated and rounded as presented
on the Refuse Rate Index Calculation sheet in Attachment 2. The following
presents the cost category (expense) weight percentages:

39.37% Labor
3.93% Fuel

I



3.

5.62% Vehicle and Equipment Replacement
5.00% Vehicle and Equipment Maintenance
19.09% Disposal
26.99% _ All Other
100.00% TOTAL

RRI Indices and Calculations of the Percentage Change in the Annual Average
of each Index — Each of the monthly, quarterly or annual indices on the Refuse
Rate Index Calculation sheet in Attachment 3 was verified with the source
documentation. The calculations of the annual average and the percent change
in the annual averages and rounding for each index was confirmed to be
calculated correctly.

[t was noted that as of the application submittal due date, only preliminary
indices were available for Vehicle and Equipment Replacement and Vehicle
and Equipment Maintenance for the months of December 2016 through March
2017. The following presents the percent change for each index:

1.62% Labor
-1.39%  Fuel

0.71%  Vehicle and Equipment Replacement
1.39%  Vehicle and Equipment Maintenance
2.06% Disposal

1.27%  All Other

There were no significant changes in the indices from the April 2015 — March
2016 time frame to the April 2016 — March 2017 time frame.

. Weighted Percentage and Refuse Rate Index (RRI) Calculations — The results

of multiplying each cost category (expense) weight percentage by the percent
change in the associated index and rounding and the sum total (Attachment 2)
were confirmed. The following presents the resulting weighted percent change
for each index and the sum total RRI:

0.64% Labor
-0.06%  Fuel
0.04% Vehicle and Equipment Replacement
0.07%  Vehicle and Equipment Maintenance
0.39% Disposal
0.34% All Other
1.42% TOTAL = Refuse Rate Index (RRI)




From the weighted percentage calculations above, the RRI figure for Rate Year
2018 was verified to be 1.42%.

3.0 REVIEW SUMMARY AND NET RATE YEAR 2018 RATE ADJUSTMENT

The RRI rate application submitted by Recology Yuba-Sutter (Attachments 1-3) is
confirmed to be complete and prepared in accordance with the relevant provisions of the
RWMA jurisdictions” Collection Service Agreements. The net rate adjustment for Rate
Year 2018 was calculated to be 1.42%.

4.0 2018 RATE YEAR RATE ADJUSTMENT EVALUATION REPORT REVIEW

A draft of this evaluation report was reviewed by Recology Yuba-Sutter and the RWMA
Administrators and no comments or revisions were provided. This evaluation report was
also reviewed by the RWMA Board at the June 15™ meeting. This final report is being
submitted to the RWMA jurisdictions along with the final rate adjustment figure and rate
sheets. Rate adoption hearings, as necessary, will be held by the RWMA jurisdictions n
July and August and the adjusted rates will be effective October 1, 2017.
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Attachment 2: Refuse Rate Index Calculation

Recology Yuba-Sutter
Refuse Rate index Calculation
For Rate Year 2018 (Octoher 1, 2017 to September 30, 2018}

index

Percentage Expense

Change Weight
Labor 1.62% 39.37%
Fuel -1.39% 3.93%
Vehicle and Equipment Replacement 0.71% 5.62%
Vehicle and Equipment Maintenance 1.39% 5.00%
Disposal 2.06% 19.09%
All Other 1.27% 26.99%

Total Weighted Percentage

1ofl

Weighted
Percentage

0.64%
-0.06%
0.04%
0.07%
0.39%
0.34%

1.42%




Attachment 3

RRI Indices and Calculations of the Percentage Change in the Annual Average of Each Index

Recology Yuba-Sutter

Refuse Rate Index Calculation

For Rate Year 2018 (October 1, 2017 to September 30, 2018}

Labor Index -
Series 1D CIU2G15000000510! {B,H} Employment Cost tndex not
seasonally adjusted, total compensation, private industry, unian,
service providing industries {Bureau of Labor Statistics)
Average 2016 Znd Qr 2015 3rd Otr 2015 4th Qir 2015 1st Qtr 2016
131.8250 1304 i3cs 1314 1327
Average 2017 Znd Qtr 2016 3rd Qtr 2016 4th Qtr 2016 1st Citr 2017
133.4500 132.7 133.2 1331 1348
{Percentage change 162% Weight 39.37% Weighted percentage 9.64%
Fugl
Energy Infarmation Administration {U S Department of Energy
California 82 Diesel Fuel, Retail sales by all sellers, (DDROOZ)
Average 2016 Apr 2015 May 2015 Jun 2015 iul 2015 Aug 2015 Sep 2015 Oct 2015 Nov 2015 Dec 2015 lan 2016 Fab 2016 Mar 2016
2.8285 3098 3,254 3.182 3.115 2935 2.850 2.814 2.768 2644 2.526 2.335 2387
Average 2017 Apr 2016 May 2016 tun 2016 Jul 2016 Aug 2016 Sep 2016 Oct 2016 Nov 2016 Dec 2016 Jan 2017 Febk 2017 Mar 2017
27871 2.459 2.636 2782 2785 2722 2749 2817 2,820 2,851 2932 2957 2935
-Percentage change -1.39% Weight 3.93% Weighted percentage -006%
IVehicle and Equipment Replacement
Series 1D: wpu141301 Truck and Bus Bodies sold separately
{Bureau of Labor Statistics)
Average 2016 Apr 2015 May 2015 Jun 2015 Jul 2015 Aug 2015 Sep 2015 Oct 2015 Nowv 2015 Dec 2015 Jan 2016 Feb 2016 tar 2016
233.3833 2329 2333 233.3 2334 2334 2334 2335 233.4 2333p 233.7P 2335P 2335P
Average 2017 Apr 2016 May 2016 Jun 2016 Jul 2016 Aug 2016 Sep 2016 Oct 2016 Nov 2016 Dec 2016 Jan 2017 Feb 2017 Mar 2017
235 0500 234.1 2343 2344 234.7 2350 2349 2350 2351 235.2P 235 8P 2357 P 2364 P
Percentage change 0.71% Weight 5.62% Weighted percentage 0.04%
[Vehicle and Equipment Maintenance
Series ID: pru3339524333924 Parts & attachment of Industrial
work trucks & tractors (Bureau of Labor Statistics)
Average 2016 Apr 2015 May 2015 Jun 2015 Jui 2015 Aug 2015 Sep 2015 Oct 2015 MNov 2015 Dec 2015 jan 2016 Feb 2016 Mar 2015
235.4333 2349 235.1 235.0 2350 235.0 235.0 2354 2354 235.8°P 235.7F 2364F 2385F
Average 2017 Apr 2016 May 2016 Jun 2016 Jul 2016 Aug 2016 Sep 2016 Oct 2016 Now 2016 Dec 2016 Jan 2017 Feb 2017 Mar 2017
238.7083 2369 237.3 2373 2374 238.4 2385 238.5 2386 2386F 240.8F 241.1P 2411P
Percentage change 139% Weight 5.00% Weighted percentage 0.07%
Pisposal o
April 2016
$39.85 Disposal rate
April 2017
$40.67 Disposal rate
Percentage change 2.06% Weight 19.09% Weighted percentage 0.39%
All Other
Series ID: cuurx4005a0 Consumer Prige Index, All Urban Consumers, All Items, West-Size Class B/C (U 5. Department of
Lebor, Bureau of Labor Statistics)
Average 2016 Apr 2015 May 2015 Jun 2015 Jul 2015 Aug 2015 Sep 2015 Oct 2015 Nov 2015 Dec 2015 Jan 2016 Feb 2016 Mar 2016
144.4035 142,426 145 346 145.198 144.817 144.752 144.507 144,379 143595 143.358 143.932 144.128 144.264
Average 2017 Apr 2016 May 2016 Jun 2016 Jul 2016 Aug 2016 Sep 2016 Oct 2016 Nov 2016 Dec 2016 Jan 2017 Feb 2017 Mar 2017
145.2329 145.128 145942 145.866 145.850 145.829 146130 146,328 146.004 145918 146.469 147.451 147.880
Percentage change 1.27% _ Weight 26.99% Weighted percentage 0.34%
Total Weighted Percentage Increase 142%
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