Agenda Report

TO: CITY COUNCIL DATE: November 17, 2003
THROUGH: MUNICIPAL SERVICES COMMITTEE (November 13, 2003)

FROM: CITY MANAGER

SUBJECT: 2004 INTEGRATED WASTE MANAGEMENT OPERATIONS PLAN

RECOMMENDATIONS

It is recommended that City Council:

1. Adopt the attached 2004 Integrated Waste Management Operations Plan as the
future direction for the Refuse Collection Enterprise;

2. Terminate the Curbside Recycling Contract with Athens Services, effective
January 31, 2004.

BACKGROUND

In May 2002, the City Council approved a series of measures intended to correct the
negative cash flow in the Refuse Collection Fund. The fund began FY 2003 with a
deficit of $2,052,777 and ended the year June 30, 2003 with a deficit of $1,005,157.

In reviewing the current financial position of the Refuse Fund as well as anticipating
future increased costs for recycling services and refuse disposal at County landfills, staff
recognized the need to prepare a long-term plan to guide the direction of this enterprise.

The 2004 Integrated Waste Management Operations Plan recommends changes to
ensure that the operation continues to keep pace with the City’s goals, State-mandated
legislation, and changes in the industry; while providing for the long-term financial
stability of the Refuse Fund. The recommendations contained in the Operations Plan
ensure not only financial stability but provide funds for the replacement of equipment
and build a prudent reserve in this enterprise operation.

Development of the Operations Plan reflects staff's desire to solidify a direction for the
Section’s future with the goals of providing stability to the Refuse Fund, keeping
Pasadena’s recycling rate at 50 percent or higher, and providing cost-efficient, quality
service to the more than 27,000 residential and 500 commercial customers.
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Approval of the 2004 Integrated Waste Management Operations Plan will accomplish
the following:

1) Continue to reduce the negative cash balance and provide the Refuse Fund
with an anticipated positive cash balance by the end of FY 2006;

2) Provide fully funded reserves equal to 1/12 of the previous year's operating
expenses by 2007 per Council policy;

3) Establish an equipment replacement fund beginning in FY 2007;

4) Introduce the City as the sole provider and single source of contact for all
residential refuse and recycling services (including mixed waste, yard waste,
and curbside recycling); and

5) Provide measurable performance goals to maximize efficient use of staff and
equipment.

CURBSIDE RECYCLING CONTRACT

On June 4, 1998, the City awarded contract No. 16,620-1 for the collection of residential
curbside recycling (one to four dwelling units per parcel) to Waste Management of San
Gabriel. The contract was extended on May 8, 2001 for a three-year period. In
November 2002, Waste Management requested that the contract be transferred to
Athens Services as part of the client consolidation between their two companies to build
market density in separate areas. Council approved the assignment of the Curbside
Residential Recycling Contract to Athens Services through May 8, 2004. Athens told
staff that they will decline to exercise the available two-year extension on the existing
contract at the current $1.49 per household rate, or $482,760 per year.

Based on a telephone survey inquiring about the per household costs for curbside
recycling provided to residential customers in surrounding cities, staff estimates it is
likely that the cost of continuing to provide this service by contract in 2005 would result
in a price increase from $482,760 to approximately $800,000 to $950,000 annually.

Based on this projected significant increase in contract fees, staff recommends
reorganizing the Integrated Waste Management section in order to provide this service
in-house.  Preliminary route and time analysis studies demonstrate a need to
restructure both residential and commercial routes to maximize efficiency and equally
distribute the number of collections per route per day (see Attachment A, “Daily Route
Schedule”.) Four routes will be eliminated between residential and commercial
accounts, and the staff and equipment previously operating those routes will be
reassigned to provide the curbside recycling collection currently performed by contract.

City personnel will then be responsible for the collection, disposal, and/or recycling of all
three containers: mixed waste (green-lid), yard waste (black-lid), and recycling (blue-
lid). Funds now allocated to pay for the residential curbside recycling contract, will be
utilized to offset increased operational costs including personnel overtime and
equipment operating costs.  Even after these additional costs, there is an estimated
anticipated net savings of $100,000 in the first full year of operation, realized by this




program change. This savings is based on the current $1.49/household rate charged
and would be even greater if higher service rates are realized.

Staff reviewed Athens Services performance and confirms that they are currently
operating the curbside recycling program in compliance with the contract. However,
Athens has stated that they are operating at a deficit and cannot extend the contract for
the remaining two-year option at the current rate. Per section 9.17 of the current
contract agreement between Athens Disposal and the City of Pasadena, staff
recommends terminating the curbside recycling contract with Athens effective January
31, 2004, and bringing the recycling operation in-house.

SUMMARY

A number of new programs are identified in the 2004 Integrated Waste Management
Operations Plan to deal with the challenges the City faces in the early 21% century.
Primary among these is staff's recommendation to provide recycling with existing crews
rather than by contract, thereby offering all residential services: refuse disposal, yard
waste recycling, and curbside recyclable collection from a single source, that being the
City. Having all the services provided by one source will provide the customers with
one point of contact for any changes in existing service—requesting additional
containers, modification of services, or complaints about service. This will provide better
contact with the customer and allow for better responsiveness and quality control of the
services.

Restructuring the Integrated Waste Management Section and making the corresponding
operational changes accomplishes the following:

1) Improves the long-term outlook and financial stability for the Refuse Fund by
maximizing existing resources, streamlining the refuse and recycling services
the City provides to its customers, and reducing the impact of anticipated
significant increases in contract costs for residential curbside recycling;

2) Eliminates the need to contract out for recycling service at an increased rate
and provides residents with a single hauler (the City) collecting all residential
refuse, yard waste, and recycling;

3) Maximizes route efficiency and equitably distributes the number of collection
stops per route per employee;

4) Increases commercial revenue through the development of competitive rates
for commercial and muiti-family dwelling units;

5) Provides a single point of contact for residential customers.

Discussions between staff and representatives of the Service Employees International
Union (SEIU) on October 15, 2003, were positive and management has received verbal
support for this proposed work plan.




ISCAL IMPACT

Implementing the recommendations, including providing curbside recycling services in-
house and reorganizing the Integrated Waste Management Section of the SMIWM
Division, will resuit in a positive and financially stable Refuse Fund. The Refuse Fund
will have a positive ending amount available for appropriation in FY 2006 and beyond,
and will fully fund a reserve (1/12 of the previous year’s operating expenses per Council
policy) by the end of FY 2007 based upon financial projections in the plan.

Respectfully Submitted,

City Mané er

Prepared by:

Gerald Weber
Public Works Supervisor

Reviewed by:

Waste Management Division

Approved by:

M

Martin Pastucha, Director
Department of Public Works
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