ATTACHMENT


MARBORG 9/12/2011 PROPOSAL FOR SOLID WASTE SERVICES
SUMMARY OF PROPOSAL

Proposal Areas
This summary focuses on the following proposal elements:

· Service Levels
· Collection Methods
· Rate Restructuring

· Customer Rates and MarBorg’s Revenue Levels

· City Fees and Funding
· Diversion

1) Service Levels 
The proposed services are similar to current services, with modest modifications and enhancements that are consistent with modern industry practice.  
a. Would provide single family residential customers unlimited recycling (currently 96 gallons per week) under the basic trash service rate;

b. Would provide single family residential customers 192 gallons of green waste per week plus 6 extra green waste pick-ups per year (currently 32 gallons per week) under the basic trash service rate;

c. Would provide single family customers with twice yearly on-call bulky item service (currently once per year) and unlimited white goods collection (dishwashers, refrigerators, stoves, etc.) free of charge;

d. Would provide trash, recycling, and greenwaste containers to residential cart and can customers (currently, can customers must provide their own trash container).
e. Would provide twice yearly on-call bulky item service and unlimited white goods collection to multi-family residential complexes as requested by the account holder (currently no bulky item service);

f. Dumpster foodscraps collection service would be made available to multi-family residential customers on a subscription basis;

g. Weekly single family and multi-family residential service would include household battery and cell phone collection;

h. Single family residential and multi-family residential would be eligible for a medical sharps (syringe) mail-in disposal program;

i. Single family and multi-family residents could set out extra material for the two weeks following Christmas at no additional charge.
j. City departments to receive food waste service at 70 events  per year at no additional charge.
2) Collection Methods
The proposal assumes continued 100% semi-automated collection service. This is a significant difference from the City of Goleta and the County Zone Two, where fully automated collection led to significant overall rate decreases. According to MarBorg, the City is not a candidate for fully automated service.

3) Rate Restructuring
MarBorg has proposed significant rate restructuring.  Because some of these proposed changes would implicate a significant change in Council’s established policy direction, staff expects Council would want to consider them more fully before implementing them.
Single Family Residential
· Single family residential rates would be the same for all residences, no matter how steep the slope and no matter how far the roll-out from the enclosure to the curb.  Customers with steep driveways or roll-outs of over 100 feet currently pay a premium.
· Those single family residences electing curbside cart service would now receive a 5% discount.  There is currently no discount for bringing your cart to the curb.
Multi-family Residential

· In the multi-family residential sector, there would be a new minimum cart/can service level at a reduced cost for very small volume producers.

· Multi-family residential dumpster service would be provided at the same rates as for businesses.  Currently, multi-family residential dumpster rates are lower than business rates.

· Multi-family residential dumpster rental would be included in the service rates and not charged separately.

· Multi-family residential incentives for recycling and greenwaste would be greatly reduced for cart/can service and for dumpster service with more than once weekly collection frequency.

· Foodscraps would be available at a 10% discount off the price of trash for multi-family residential dumpster customers.

Business

· Rate incentives for business diversion would be significantly reduced.  For recyclables, greenwaste, and foodscraps, customers currently receive a significant discount of between 83%(carts) and 69%(dumpsters) off the cost of trash.  MarBorg proposes that this incentive be reduced to 50% off the cost of trash for recyclables. For greenwaste and foodscraps, the incentive would be reduced to only 10% off the price of trash.  It is important to note that customers would pay two to four times more than their current rates for these recycling services.  Trash producers, on the other hand, would benefit from proposed trash rate reductions.

· Businesses would no longer receive a discount for providing their own dumpsters.

Another significant implication of the proposal is that  the rates proposed generally give single family rate reductions that are funded by the business sector, and the multi-family sector to a lesser degree. Total revenues under October 2011 rates are currently roughly split at 33.7% Single Family/22.7% Multi-family/43.6% Business.  Under the proposed rates assuming the same service levels, this would be 28.7% Single Family/ 24.4% Multi-family/ 46.9% Business.
4) Customer Rates and MarBorg’s Revenue Levels
On an overall basis, compared to October 2011 rates, customer billings under the proposed rates would increase by approximately 1%.  

· Single family residential customers would see a 14% decrease.  Decreases would be highest for those with long roll-outs or steep driveways, those who elect to take their carts to the curb, and those with significant recycling and greenwaste.

· There would be an 8% overall increase to multi-family residential customers.  Smaller cart/can accounts would see minor decreases, particularly those with low diversion.  The larger multi-family complexes that have dumpster (dumpster) service would see the greatest increases, particularly if they have collection more than once per week and/or significant recycling and greenwaste diversion.  

· Business customers would see an 8% overall increase.  Customers who divert a lot would see the biggest increases, with some paying two to four times as much for recycling, greenwaste, and foodscraps service.  Trash rates would be reduced.
On an overall basis, compared to October 2011, MarBorg’s proposed rate revenue after deducting City fees would increase by approximately 2%, however after accounting for changes in services and City fees, MarBorg’s proposed revenue would increase by approximately 1%.   
Because MarBorg has proposed rates that would not include a July 2012 collection cost CPI increase that it would be entitled to under the current agreements, by July 2012 MarBorg likely would be earning closer to the same net revenue as under the current agreement.
5) City Fees and Funding
MarBorg’s proposal assumes that the City would no longer need the fee increase from October 2011, because the business rate guarantee to MarBorg would be eliminated.  What MarBorg did not know at the time of the proposal was that the fee increase in October also covered the loss of funds from other sources, such as the franchise fee and recycling revenues.  Under MarBorg’s proposal, in addition to the $229,000 in excess of business revenues currently being paid to MarBorg under the rate guarantee, approximately $347,000 in business sector revenue from the October 2011 rate increase that is currently retained by the City to fund City operations would now go to MarBorg.  

Also notable is that the fees proposed by MarBorg would generate enough business sector revenue to fully restore the November 2009 rate guarantee level of revenue. In the current fiscal year, MarBorg agreed to accept a concession of approximately $300,000 out of that rate guarantee in recognition of the effect of the economic downturn on business sector revenues versus the rate changes implemented by the City. 
(Note: estimates are based on annualized values, actual values may differ slightly due to monthly service variation)
MarBorg has proposed decreased funding to support the Looking Good Santa Barbara program (reduced by $40,000 per year) and the City’s public education efforts (reduced by approximately $19,000 per year).  
MarBorg has also proposed reduced service to the City’s Annex yard, requiring that more materials be delivered to the MarBorg C&D facility by the City for processing instead.

Diversion
Though not included in the proposal, MarBorg clarified to HF&H that it estimated a diversion rate of 41% under the new franchise agreement.  This would be virtually no net increase in franchise diversion from current levels, as 40% diversion was reported in CY 2010.
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