	Agenda Item No._____________

File Code No.  630.01


Council Agenda Report

Revenue Sharing Agreement With County Of Santa Barbara For Commingled Recyclables 
August 12, 2008
Page 3

[image: image1.png]


CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
August 12, 2008
TO:
Mayor and Councilmembers

FROM:
Administration Division, Finance Department
SUBJECT:
Revenue Sharing Agreement With County Of Santa Barbara For Commingled Recyclables
RECOMMENDATION:  

That Council approve an agreement between the City of Santa Barbara and County of Santa Barbara for sharing revenues and costs associated with processing commingled recyclables.

DISCUSSION:
Background

In response to AB 939, enacted in 1989, the City has implemented programs and activities aimed at meeting both statutory and internal diversion levels for waste disposed at the local landfill (Tajiguas). While meeting the 50% diversion requirement mandated by AB 939 and reaching the current diversion rate of 67% was the result of increased recycling of construction and demolition materials and other recycling programs, future increases to our diversion rate will have to come more from curbside collection programs, including the collection of commingled recyclables (materials made of plastic, glass, metal and paper). Residents and businesses are provided a container into which all of these recyclable materials can be placed for collection and subsequent processing.

The commingled recyclables collected from dumpsters and roll-off containers are delivered to MarBorg Industries’ recycling center in Goleta near the City’s municipal airport for processing. However, the recyclables collected from carts and cans (primarily residential customers, but also some smaller commercial accounts) are delivered to the County’s South Coast Recycling and Transfer Station located near the County jail. The County currently handles all of the recyclables collected in carts and cans by the Cities of Santa Barbara and Goleta and the unincorporated areas of South County.  All of these materials are transported by the County to a material recovery facility (MRF) in Ventura owned and operated by a private company called Gold Coast Recycling and Transfer Station, where they are sorted and later sold in the open market.

Gold Coast charges a tipping fee, but pays the County 90% of the value of the commodities processed on the County’s behalf. In Fiscal Year 2007, a total of 25,100 tons of commingled recyclables were delivered to Gold Coast with a value (at 90%) of over $3.1 million. The City’s portion amounted to 13,005 tons, representing approximately $1.6 million (52%).

In Fiscal Year 2007, after factoring tipping fees and costs associated with handling, processing and transporting the commingled recyclables, the net revenue realized by the County totaled approximately $990,000, of which the City’s share is approximately $512,000.

Impetus for Agreement to Share Revenues from Commingled Recyclables

In 2001 the Multi-Jurisdictional Solid Waste Task Group (MJSWTG) was established for the purpose of providing a forum to discuss and plan long-term solid waste management strategies and facilities.  One of the studies initiated by the MJSWTG was to determine the feasibility of siting a materials recovery facility (MRF) in the County of Santa Barbara. One of the key features of a regionally-owned MRF was the distribution of both costs and revenues among all agencies that partnered in the facility. 

Although the siting of a local MRF was not pursued beyond the feasibility study, the idea of sharing revenues from commingled recyclables survived. As such, the County agreed to enter into agreements with the Cities of Santa Barbara and Goleta to share in both the revenues and expenses associated with processing of commingled recyclables in proportion to the flow generated and delivered to the County’s transfer station.
Key Terms and Conditions of the Agreement

Scope of Contract

The scope of the agreement is limited to the commingled recyclables collected by the City’s two franchise haulers collected from carts and cans and delivered to the County of Santa Barbara’s South Coast Recycling and Transfer Station. 

Methodology of Calculating Net Revenues
Because this is a new agreement, a customized methodology was needed to identify and allocate all costs incurred by the County, including the direct and indirect costs and administrative overhead. 

One of the key elements of the agreed-upon methodology was the use of historical data as the basis for calculating revenues and expenses. The calculations for payments made to the City in Fiscal Year 2009 will be based on Fiscal Year 2007 data; and payments in Fiscal Year 2010 will be based on Fiscal Year 2008 data. 

City staff performed a detailed analysis of the County’s proposed methodology and, ultimately arrived at an agreed-upon methodology, including underlying assumptions and calculations that will be used to calculate the City’s share of net revenues. 
Term of Contract
The term of agreement will be two years, from July 1, 2008, to June 30, 2010. While the initial expectation was that a longer term agreement would be created, the short-term agreement reflects unresolved concerns regarding the potential financial impacts to the County of certain proposed City recycling programs. 

Staff anticipates a resolution to those concerns will be achieved; as such, we expect to bring to Council a longer-term agreement before the expiration of the two-year agreement. 

Timing of Payments

Payments of net revenues will be made in two equal installments, with the first installment due on December 31 and second on June 30 each year. 

BUDGETARY/FINANCIAL INFORMATION:

For Fiscal Year 2009, a total of $512,397 will be paid to the City by the County, representing the City’s share of net revenues (see Attachment 2) based on Fiscal Year 2007 results. In anticipation of this agreement, a conservative revenue estimate of $400,000 was included in the Fiscal Year 2009 adopted budget, which will fund Solid Waste Fund programs and activities, as well as recent staff changes approved by City Council. As such, no adjustments to Fiscal Year 2009 are necessary. 
ATTACHMENTS:
1.
Revenue Sharing Agreement

2.
Commingled Recyclables - Calculation of Net Revenues

PREPARED BY:
Robert Samario, Assistant Finance Director
SUBMITTED BY:
Robert D. Peirson, Finance Director
APPROVED BY:

City Administrator's Office
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