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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
 March 22, 2011
TO:
Mayor and Councilmembers

FROM:
Environmental Services Division, Finance Department
SUBJECT:
Professional Services Agreement For Zone 1 Hauler Franchise 

Renewal
RECOMMENDATION:  That Council:  
A.
Authorize the Finance Director to negotiate and execute a Professional Services Agreement, in a form acceptable to the City Attorney, with HF&H Consultants, LLC, in an amount not to exceed $110,200 for competitive contracting assistance; and
B.
Appropriate $110,200 from the available reserves of the City’s Solid Waste Fund to cover these contract costs and direct staff to require any successful Zone 1 Hauler to reimburse the City for these costs as part of the franchise agreement to be awarded.
EXECUTIVE SUMMARY:

On November 23, 2010, Council directed staff to meet with the Sustainability Committee to discuss, among other things, whether to contract with HF&H for professional support during the negotiation of a new solid waste franchise contract for the City’s solid waste Zone 1.  

Having met with the Sustainability Committee and received its unanimous support for the contract with HF&H in a reduced non-to-exceed amount of $110,200, staff is returning for approval from the full Council.  

DISCUSSION:
Since 2003, the City has had two “zones” for solid waste collection and disposal in the business, multi-unit residential, and single family residential sectors.  The City has contracted with two waste haulers, one in each zone, to collect solid waste, recyclables, green waste and, most recently, business food scraps.  
These are the two largest contracts the City has with a private vendor.  Collectively, the haulers are paid over $15.5 million in City rate payer funds for these services.  Approximately 65% of this amount is retained by the hauler for collection services, and 35% is paid to the County of Santa Barbara for disposal costs.  The cost of these services is funded entirely through the solid waste rates which the City charges to its residents and businesses.  The duration of these franchise agreements can typically be for a period of 10 years or longer. The services provided are also essential to public and environmental health.  For these reasons, these contracts are some of the most important that the City enters into.
The City’s franchise contract with Allied Waste Services of North America, LLC (Allied Waste) for solid waste collection in Zone 1 will expire on June 7, 2013.  Zone 1 is roughly described as the area west of the middle of State Street and south of Highway 101.  The City has initiated a procurement process to select a hauler with whom to negotiate a successor agreement.
Professional Procurement Support

A 10-year franchise agreement for Zone 1 would be expected to encompass over $80 million in consumer services paid to the hauler over the term of the franchise.  Staff believes that there will be a myriad of complexities and opportunities associated with this procurement process.  The investment in professional support from HF&H Consultants, LLC, a respected professional firm which specializes in advising cities and counties in the areas of recycling and solid waste and has conducted hundreds of similar franchise negotiations, will ensure that the City negotiates the best possible franchise terms for its citizens and businesses.  Further, it is anticipated that the successful hauler will fully reimburse the City’s Solid Waste Fund for these costs.  
The use of professional services by public agencies in solid waste hauler franchise negotiations is very common given the importance and complexity of the services involved, changes in solid waste management practices and related technologies, the high level of industry regulation, and the significant financial commitments involved.  The City used professional contracting services ten years ago, in 2001 when the last franchise negotiations occurred, in total contract amounts of $95,000 with ARI & Hanson Bridgett LLP.  
On November 23, 2010, staff recommended that the Finance Director be authorized to negotiate and execute an agreement for professional services with HF&H.  The total recommended contract amount of $152,000 included $126,000 in estimated basic costs, plus up to $26,000 in the event more than 4 waste haulers were to respond, or the City wished to engage in negotiations with more than one finalist simultaneously.  

Based on input from the Council on November 23, 2011, staff reviewed the proposed agreement to see if there were ways to reduce the cost.  HF&H revised their estimate for base services to reduce it by $5,800.  The $26,000 for extra services has also been removed, because City staff believes it is unlikely these services will be needed, and that there may be some limited opportunities for staff to control costs by having staff assume certain tasks in place of HF&H.  Staff will try to absorb any extra services within the base authorized amount, and will return to Council only if further authorization is necessary.  
With these reductions, the estimate for remaining services is down to $110,200.  Following discussion with staff, the Sustainability Committee voted unanimously to support staff’s recommendation for the contract with HF&H in this reduced amount.  
Franchise Proposal Process

Council also directed staff to meet with the Sustainability Committee to discuss staff’s recommendation that the City conduct an open competitive process to solicit proposals for the franchise hauling contract, rather than limiting the process to certain haulers, in order to be fully assured that the proposals are as price competitive as possible and provide the City rate payers with the best and most efficient trash and recycling services for their money.  Upon further advice from the City Attorney, staff has concluded that an open and public process is required by Article XIV of the City Charter for franchise negotiations and the Council award of City franchises by City ordinance.  Therefore, staff will proceed with the open competitive process.
Nevertheless, staff believes that many of the concerns raised by Councilmembers related to an open competitive process, such as ensuring that the selected hauler has a record of good customer service and public stewardship, can be addressed through carefully crafted proposal evaluation criteria.

BUDGET/FINANCIAL INFORMATION:

Funding for the contract of $110,200 will be appropriated from Solid Waste Fund reserves to the current operating budget to cover the contract costs.  However, it is anticipated that the successful hauler will reimburse the City for these costs in full, so these funds will eventually be restored to reserves.  
ATTACHMENT:
Revised HF&H Consultants, LLC: Scope Of Work and Fee Estimate to Provide Solid Waste and Recycling Contracting Services
PREPARED BY:
Kristy Schmidt, Employee Relations Manager
SUBMITTED BY:
Robert Samario, Finance Director
APPROVED BY:

City Administrator's Office
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