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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
February 5, 2013
TO:
Mayor and Councilmembers

FROM:
Environmental Services, Finance Department
SUBJECT:
Public Hearing And Grant Of Citywide Franchise To MarBorg Industries, Inc. 
RECOMMENDATION: That Council:

A. Hold a public hearing, as required by the City Charter Section 1401, regarding the grant of an exclusive franchise for Citywide solid waste collection services to MarBorg Industries, Inc., a California Corporation; and
B. Introduce and subsequently adopt, by reading of title only, An Ordinance of the Council of the City of Santa Barbara Granting an Exclusive Ten-year Franchise for Citywide Solid Waste Collection and Disposal Services to MarBorg Industries, Inc., a California Corporation and Approving and Authorizing the City Administrator to Execute a Memorandum of Understanding Between the City and MarBorg Industries, Inc. Providing for MarBorg’s Waiver of Certain Compensation Under the Existing Zone One and Zone Two Franchise Agreements in Consideration of the Grant of the New Citywide Franchise to MarBorg. 
DISCUSSION:

Public Hearing

Since December 13, 2011, the City has engaged in sole source negotiations with MarBorg Industries, Inc. (MarBorg) on a long-term franchise agreement for solid waste collection services within the City. On December 11, 2012, Council adopted a resolution declaring its intent to grant a ten-year exclusive franchise for Citywide solid waste collection and disposal services to MarBorg. 
Section 1401 of the City Charter requires the City Council to hold a public hearing before granting a franchise. The purpose of the hearing is to allow any person to protest the potential award of a franchise or the proposed terms of that franchise. The hearing on the proposed MarBorg franchise was properly noticed in a newspaper of general circulation in accordance with Section 1401 of the City Charter. 
Adoption of Ordinance

Following the public hearing, staff recommends that the City Council adopt an ordinance to formally award the exclusive franchise to MarBorg in accordance with Section 1401 of the City Charter. Adoption of the ordinance requires affirmative votes of five members of Council.  
A full copy of the draft Franchise has been made available to the City Council for their review by delivering a copy to the Council reading file in the Council offices.  A copy of the draft Franchise is available for review by members of the public at the City Clerk’s office. An in-depth discussion of the main operational and financial terms of the draft Franchise and impacts to customers resulting from the proposed rates was provided to Council at the November 20, 2012 Council Meeting.  The Council Agenda Report for this item (No. 16) is available for review in the City Clerk’s Office or on the City’s website http://www.santabarbaraca.gov/CAP/). 

Memorandum of Understanding 

Upon approval of the ordinance to award the exclusive franchise to MarBorg Industries, staff recommends that Council also approve a memorandum of understanding (MOU) between the City and MarBorg. The purpose of the MOU is to amend the following terms of the existing Zone One and Zone Two Franchise Agreements:
1. MarBorg agrees to permanently waive the Consumer Price Index (CPI) adjustment to customer rates for Fiscal Year 2013 as set forth in the existing Zone One and Zone Two Franchise Agreements. 
2. MarBorg agrees to remit to the City the sum of $300,387, which represents a continuation into Fiscal Year 2013 of the revenue concession agreed to in Fiscal Year 2012 by the Zone One and Zone Two contractors.
These terms were part of the negotiated agreement between the parties.
BUDGET/FINANCIAL INFORMATION:

Should Council grant a franchise to MarBorg based upon the draft tentative agreement, it will cost an estimated $16,790,736 per year, subject to variations in customer subscription levels.  This is initially approximately $670,000 higher than the current cost for services. The increase to the hauler compensation is due to the following: 
· New services and more expensive CNG vehicles; and, 
· An adjustment for the expected loss in future revenue MarBorg will experience due to migration from trash containers to less expensive diversion containers as a direct result of new diversion requirements, which MarBorg would need to absorb under the agreement.

All franchise costs will be paid for by rates charged to solid waste customers.  The rates listed in the November 20, 2012 Council Agenda report are based on current conditions, and will be increased prior to implementation on July 1, 2013 by the CPI and tipping fees increases that have been standard under the City’s hauler contracts.

SUSTAINABILITY IMPACT:  

Sustainability improvements under the new agreement will include increased diversion from the landfill due to two new diversion programs in the business and multi unit residential sectors and increases in free recycling and greenwaste in the single family residential sector.  The agreement also calls for the replacement of all current diesel vehicles with compressed natural gas vehicles, reducing air quality impacts.

ATTACHMENT:
DRAFT MOU providing for MarBorg’s waiver of certain compensation under the existing Zone One and Zone Two Franchise Agreements
PREPARED BY:
Matt Fore, Environmental Services Manager
SUBMITTED BY:
Robert Samario, Finance Director
APPROVED BY:

City Administrator's Office
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