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TO:  CCCSWA BOARD OF DIRECTORS 

FROM: DAVID KRUEGER, EXECUTIVE DIRECTOR 
GRACE COMAS, SENIOR ACCOUNTANT  

DATE: FEBRUARY 23, 2023 

SUBJECT:   FISCAL YEAR 2022-2023 MID-YEAR BUDGET REPORT 
 
SUMMARY 
 
This mid-year budget report for Fiscal Year (FY) 2022-23 (July 1, 2022 through December 31, 
2022) summarizes the first six months of actuals received or expensed versus budgeted at the half-
year point. As of December 31, 2022, each budget line item should generally show expenditures 
of not more than 50%. 
 
The total expenses for the General Operations Fund (Ops) Budget are 44%. The Reuse and Cleanup 
Fund (Reuse) total expenses are 50%.  
 
 
RECOMMENDED ACTION 
 

1. This report is provided for information only.  No Board action is required.  
 
 
DISCUSSION 
 
Operations Fund 
 

A. Funds Available 
 

1. Unappropriated Beginning Fund Balance: The actual balance is $4,297,600, 
which is an increase over the budgeted $3,025,018. The variance is due to FY 2021-
22 expenditures being lower than budgeted, and the $1,413,756 unbudgeted 
revenue from MDR for the authorities share of recyclable revenue leaving a higher 
FY 2022-23 beginning fund balance. 
 

2. Revenue: CCCSWA’s major sources of revenue include JPA-related revenue, 
recycling processing revenue, diversion program revenue, recycling contribution 
revenue and grant revenue. In addition, revenue sources also include interest earned 
on the Local Agency Investment Fund (LAIF) account and other revenue such as 
C&D transporter permit fees and liquidated damages revenue. Other Income is over 
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budget due to $22,550 in unbudgeted liquidated damages collected from Republic 
through December 31, 2022.  

     
Total funds made available are $7,368,176.25, which is 85% of the $8,654,509 budgeted for  
FY 2022-23.  

 
B. Expenses 

 
1. Personnel Services: Expenses include staff salaries and benefits, worker’s 

compensation, unemployment payments, Board Member remuneration, temporary 
staffing and scheduled merit step increases for eligible employees. Expenses were 
$385,656.97, which is 29% of the budgeted $1,326,372. Personnel services 
expenses are lower due to vacancies of Executive Director and Finance Manager. 
 

2. Materials and Supplies: Expenses include copier lease, bank fees, memberships 
and subscriptions, office supplies, postage, reprographics, staff development and 
training, capital purchases and computer software. The expenses were $34,893.44, 
which is 41% of the budgeted $85,456.  
 
 

3. Professional Services: Expenses include legal services, IT services, auditing 
services and other consulting expenses generally not associated with a specific 
program. Professional Services expenses were $262,977.93, which is 84% of the 
budgeted $313,090 due to the contracts for the Interim Executive Director and 
Interim Finance Manager. 
 

4. Office Occupancy: Expenses include telephone, insurance and rent. The expenses 
were $88,072.42, which is 49% of the budgeted $178,134.  

 
5. Recycling Processing Cost: Expense is the recycling processing payment that is 

paid to MDR for processing the recyclables delivered from the service area. The 
expenses were $1,292,536.70, which is 50% of the budgeted $2,609,886. 

 
6. Diversion Programs:  Actual expenses as of December 2022, were $283,003.15 

or 34% of the approved budget of $836,494. Diversion Program expenses are lower 
because the $24,500 budgeted for GIS mapping was not needed and the $30,000 
budgeted for the Wastebusters program isn’t scheduled to be spent until the end of 
the school year.  
 

Overall, the actual expense activity has resulted in mid-year total expenses of $2,347,140.61, 
which is 44% of the budgeted $5,349,432.  
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Reuse and Cleanup Fund 
 
The Reuse and Cleanup Fund budget is exclusively for the purposes of payments toward the 
franchised Reuse and Battery collection programs. Republic Services collects these funds from 
service rates and provides them to the CCCSWA for payment to MDR for contracted services. The 
mid-year actual revenue and expenses are 50% of the annual Reuse budget, as provided in 
Attachment B of this report.  
 
During the budgeting process for FY 2023-24, Staff will present the FY 2022-23 end-of-year 
projections for all funds. 
 
 
ATTACHMENTS 
 

A. FY 2022-23 Operations Fund – Mid Year Actuals  
B. FY 2022-23 Reuse and Cleanup Fund – Mid Year Actuals 
C. FY 2023-24 Program Budget Schedule  
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TO:  

 
CCCSWA BOARD OF DIRECTORS 

FROM: DAVID KRUEGER, EXECUTIVE DIRECTOR 

DATE: FEBRUARY 23, 2023 

SUBJECT: OVERVIEW OF FRANCHISE AGREEMENTS AND PROCUREMENTS 
 
SUMMARY 
 
The Authority’s agreements with Republic and MDR will both expire on February 28, 2027.  The 
current agreements contain terms and reflect policy decisions that were made during the last 
procurement process, which may or may not need to be updated.  RecycleSmart has a lot of latitude in 
how we choose to procure contractors for our solid waste and recycling services, ranging from a 
competitive Request for Proposals (RFP) process to sole source negotiations with the existing 
contractors or with potential new contractors.  The way that different services are bundled together for 
the procurement will impact how competitive the process is.  Depending upon the options chosen, the 
process may take two-four years. This includes one year for the selected contractor(s) to obtain 
vehicles and other equipment.  Four franchise procurement options, with estimated timelines for each, 
are presented below: 
 

Procurement Option Estimated Months Needed Tentative Start Date 

1. Request for Proposals (RFP) 30 months September 2024 
 

2. Two-Step RFP (Step 1 = post-
collection services, Step 2 = 
collection services) 

36 months March 2024 

3. Sole Source Negotiations with 
Republic and MDR for the services 
that each currently provides to 
RecycleSmart 

6-9 months 
+ 30 months contingency for 
an RFP process if negotiations 
are unsuccessful 

December 2023 

4. Concurrent Negotiations with 
MDR and Republic for all services 
needed by RecycleSmart 

9-12 months 
+ 30 months contingency for 
an RFP process if negotiations 
are unsuccessful 

September 2023 
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RECOMMENDED ACTION 
 

1. This report is provided for information only.  No Board action is required.  
 
DISCUSSION 
 
The Authority’s agreements with Allied Waste Systems, Inc. (Republic) for franchised materials 
collection, transfer, transport, processing, diversion, and disposal services, and with Mt. Diablo Paper 
Stock, Inc. (MDR) for recyclable materials transfer, transport, processing, and diversion services (and 
Reuse collection) will both expire on February 28, 2027.  Therefore, the Authority has approximately 
four years to determine how to contract for those services for March 2027 forward.  Franchise 
procurements can take two-to-four years to conclude; therefore, staff is beginning to address this topic 
at this time.  The combined value of the current franchise agreements is $52 million per year. This 
report provides an overview of franchise agreement structure and contractor procurement (RFP, sole-
source negotiations) options. 
 
Franchise Agreement Structure 
 
Attachment A contains a list of terms typically covered in a modern franchise agreement, with 
potential policy decisions to consider for RecycleSmart’s next agreement(s).  The end of the current 
franchise agreements provides the Authority with the rare opportunity to make significant 
improvements to the services provided by the agreements and to the agreements themselves. During 
the last procurement process (2012-2015) RecycleSmart underwent an extensive process to design the 
current franchise agreements.  Many of the agreement terms and policy decisions made during the last 
process have proven to be beneficial and the Board may choose to carry them forward into the new 
agreements.  

 
Franchise Agreement Contractor Procurement (RFP, Sole-Source) 
 
Under state law, local government agencies have the authority to determine that public health, safety, 
and well-being require award of a partially- or wholly-exclusive franchise agreement to a qualified 
contractor, either with or without competitive bidding (Pub. Res. Code § 40059(a)(2)). 
 
RecycleSmart has a lot of latitude in how we choose to procure contractors for our solid waste and 
recycling services, ranging from a competitive Request for Proposals (RFP) process to sole source 
negotiations with the existing contractors or with potential new contractors.  We are not required to 
conduct a competitive process, although there are conditions under which such a process might be in 
the best interest of RecycleSmart and our ratepayers.  
 
Request for Proposals (RFP) 
 
A competitive RFP process can provide a true market test of the cost of the desired services.  Solid 
waste RFP’s differ from other types of competitive bidding processes (e.g. public works projects) 
conducted by local government.  Attachment B describes some of these differences. 
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A solid waste RFP process can take two-to-three years.  This includes at least one year for a contractor 
to obtain the needed collection vehicles for a new franchise.  If new or expanded facilities are required 
to perform the services, additional lead time may be needed.  
 
Draft RFP Timeline: 
 
Develop RFP and draft franchise agreement    6 months 
Proposers prepare proposals     3 months 
Proposal evaluation and negotiation    9 months 
Selected proposer obtains collection vehicles, etc. 12 months  
Total       30 months 
 
Therefore, the process would need to begin no later than September, 2024. 
 
Sole Source Negotiations 
 
The Authority may enter into sole source negotiations with one or more potential contractors. One 
option for RecycleSmart would be to enter into sole source negotiations with Republic and MDR for 
only those services that each vendor currently provides to RecycleSmart.  A recommended practice for 
sole source solid waste negotiations is to issue a “mini-RFP” document to the sole source vendor(s) 
which includes a draft of the new service agreement, as well as proposal forms (for both technical and 
cost proposals) for the vendor to complete and submit.  The “mini-RFP” clarifies the services and 
terms that the Authority is seeking, and adds structure and boundaries to the negotiation process.  In 
the event that the sole source negotiations aren’t successful, the “mini-RFP” could be expanded into a 
complete RFP in order to conduct a competitive process. 
 
In general, sole source negotiations are only recommended under the following conditions: 
 

• Customers and the Authority are satisfied with the quality of service provided by the current 
vendor(s). 

• The Authority is not seeking any significant new services or changes to existing services. 
• Current garbage rates are reasonable when compared to neighboring jurisdictions. 
• A large (10%+) rate increase is not anticipated at the beginning of the new agreement. 
• There are few or no potential competitors for the current vendor(s). 
• There is sufficient time to conduct a competitive RFP process if the sole source negotiations 

are not successful.   
 
Should the Board elect to pursue sole source negotiations, the agency should build into its timeline 
time for an RFP process in the event that the negotiations are not successful.  Because the Authority 
would need approximately 6-9 months to conduct sole source negotiations and approximately 30 
months to conduct an RFP process if the negotiations were unsuccessful, any sole source negotiations 
for the 2027 agreements should start no later than December, 2023.  An alternative would be to have 
both vendors agree to extend their current agreements by 30 months if an agreement could not be 
negotiated in 9 months. 
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Service “Bundles” 
 
The Authority should consider if there are some services that should be “bundled” in the same 
agreement such that they are always provided by the same vendor.  For example: Should the company 
that processes the recyclables also collect them?  Should the same company provide all collection 
services?  Should the company that owns the landfill also collect the garbage?  This may determine the 
number of agreements executed in order to provide all desired services.  This decision will also affect 
the competitiveness of the procurement process as some services are likely to have more potential 
providers than others.   
 
Below is a list of the anticipated services needed: 
 

• Recyclables collection 
• Recyclables processing 
• Organics collection 
• Organics composting 
• Commercial food scraps collection 
• Commercial food scraps anaerobic 

digestion (food-to-energy) 

• Garbage collection 
• Garbage transfer  
• Garbage disposal (landfill) 
• Reusable item collection 
• Reusable item warehousing and 

distribution to non-profits 
• Billing and customer service 

 
“Transfer” service refers to unloading small collection vehicles at a transfer station and then loading 
the materials into larger vehicles to be transported to a landfill, recyclables processing facility, 
composting facility, etc. A collection vehicle typically holds 3-10 tons while a transfer vehicle can 
hold 22-25 tons. Transfer stations are generally needed if the destination facility is 15 miles or more 
from the collection routes. RecycleSmart will need transfer services for garbage, and may also need 
them for recyclables, organics, and commercial food scraps.   
 
Different jurisdictions “bundle” services in different ways.  Separate procurement processes can be 
conducted for each bundle of services.  Note that even if services are procured separately, they could 
still be awarded to the same vendor.  As an extreme hypothetical example, a jurisdiction could issue a 
separate RFP for each of the services listed above, but then award them all to the same vendor if that 
were in the best interest of the community. 
 
A best practice when procuring two or more services separately is to design cost forms so that 
proposers can explicitly state the discount they would offer if they were awarded more than one of the 
services.  For example: 
 

Service A (alone) Service B (alone) Discount if Awarded Both 
$10/home/month $15/home/month 10% 

 
There are more potential competitors for collection services than for post-collection services (landfill, 
transfer station, composting facility, recyclables processing facility) as there are few existing post-
collection facilities located within a reasonable distance from the RecycleSmart service area, and siting 
a new facility would probably take longer than four years.  However, it is conceivable that a new 
collection contractor could site a new truck yard in or near our service area if awarded our collection 
franchise agreement.   
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Two-Step RFP:  Post-Collection then Collection 
 
If the Authority wishes to conduct a competitive bidding process, it may wish to separate collection 
services from post-collection services and conduct a “Two-Step” RFP.  The first step would be an 
RFP(s) for all post-collection services: Transfer, landfill, composting, recyclables processing.  The 
second step would be to issue an RFP for collection services.  The post-collection RFP should be 
conducted and awarded first, so that proposers for collection services would know where they would 
be delivering each material and factor those distances into their cost proposals.   
 
De-coupling collection from post-collection can create more competition for collection services, and 
allows the Authority to “mix and match” preferred vendors (e.g., selecting the vendor with the closest 
transfer station for transfer services even if that vendor is not the preferred vendor for collection 
services.) Another advantage of this approach is that it facilitates having longer contracts for post-
collection (e.g. 20 years) than for collection (e.g. 10 years) to more accurately reflect the amortization 
of the capital costs (facilities vs. vehicles) necessary to provide each service.  Post-collection facilities 
are often willing to offer lower pricing in exchange for longer contracts. 
 
Many other jurisdictions contract separately for post-collection vs. collection services for those 
reasons.  The jurisdiction can either pay the post-collection contractor(s) directly (as the Authority 
currently pays MDR for recyclables processing) or can require the collection contractor to pay the post 
collection contractor(s) at the compensation rates established in the agreement(s) between the 
jurisdiction and the post collection vendor(s). 
 
Conducting a “Two-Step” RFP would lengthen the RFP timeline to approximately 36 months total.  
Therefore, such a process would need to begin March, 2024. 
 
A similar “Two-Step” process would be to conduct sole source negotiations for post-collection 
services, then to conduct a competitive RFP for collection services. 
 
Concurrent Negotiations  
 
Another procurement option would be to enter into concurrent negotiations with both Republic and 
MDR for all needed services rather than just the services that each vendor currently provides for 
RecycleSmart.  This would allow the Authority to consider multiple options for each service and to 
"mix and match” the appropriate services to the best vendor.  Potential results include: One of the two 
companies providing all services, both vendors providing the same services they currently provide, 
both vendors providing a different set of services than they currently provide. A “mini-RFP” document 
and draft franchise agreement would be useful in this process as with sole source negotiations. 
 
Concurrent negotiations with both Republic and MDR for all services would have a slightly longer 
timeline than sole source negotiations with both vendors for their current services:   Approximately 9 
to 12 months for negotiations, plus 30 months contingency to conduct a competitive RFP process if the 
negotiations were unsuccessful.  This would mean beginning the process no later than September, 
2023, or getting both vendors to agree to 30-month extensions if sole source negotiations were not 
successful after 12 months. 
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Potential Proposers 
 
The following companies with operations in the Bay Area could potentially propose on one or more of 
the services needed by the Authority: 
 

• Republic Services 
• Mt. Diablo Resource Recovery 
• Recology 
• ACI (and affiliated companies) 

• Waste Management 
• California Waste Solutions  
• Waste Connections 
• Greenwaste Recovery/Zanker 

 
Ad Hoc Committees 
 
During the last franchise procurement process, the Board created an ad hoc committee to oversee the 
process.  Given the multi-year length of the process, the Board may wish to consider utilizing two or 
more ad hoc committees for different stages.  For example, one ad hoc committee could oversee 
program design and the creation of the draft franchise agreement and RFP.  The next ad hoc committee 
could oversee the selection process.  A third ad hoc committee could oversee any transition of services 
to a new vendor and the implementation of the any new programs. 
 
Consulting Services 
 
Traditionally, the Authority has hired consultants to assist with franchise procurement processes.  
HF&H Consultants assisted with the last two processes.  The franchise consultant could be selected 
through either an RFP process or sole source.   
 
Stakeholder Input 
 
Staff recommends beginning to obtain input from residential and commercial rate payers on the 
franchise agreement and procurement process during 2023.  Methods could include phone surveys, 
focus groups, community meetings, on-line surveys, and coordinating with business associations. 
 
Process Integrity Guidelines 
 
The procurement of long-term public franchise agreements inevitably attracts the interest of numerous 
stakeholders, including potential bidders, labor unions, environmental and community groups, and 
local elected officials.  As a result, the Board may wish to adopt process integrity guidelines that will 
provide clarity and predictability around potential interactions with interested parties during the 
procurement process.  If directed by the Board, staff will prepare draft process integrity guidelines for 
Board consideration at a future regular meeting.   
 
 
ATTACHMENTS 
 

A. Franchise Agreement Terms and Policies 
B. Solid Waste RFP Process  
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Franchise Agreement 
Terms and Policies 

The following is a list of terms typically covered in a modern franchise agreement, with potential policy 
decisions to consider for RecycleSmart’s next agreement(s). 

• Services: Our current three container (Organics, Recyclables, Landfill) services are compliant
with State law (SB 1383) and the law does not allow for much variation.  RecycleSmart should
consider if there are any new services desired (e.g. multi-family bulky item collection, on-call
reuse pick-ups, mixed waste processing, door-to-door household hazardous waste collection,
unlimited residential yard trimmings collection, mattress recycling, etc.) that go beyond SB 1383
compliance.

• Service “Bundles”: The Authority should consider if there are some services that should be
“bundled” in the same agreement such that they are always provided by the same vendor.  For
example: Should the company that processes the recyclables also collect them?  Should the same
company provide all collection services?  Should the company that owns the landfill also collect
the garbage?  This may determine the number of agreements executed in order to provide all
desired services.  This decision will also affect the competitiveness of the procurement process
as some services are likely to have more potential providers than others.

• Exclusivity: The franchised collector (Republic) currently has the exclusive right to collect
Organics, Recyclables, and Landfill materials.  Private commercial recyclers are not allowed to
charge for service. Construction and demolition debris (C&D) collection is not part of the
exclusive franchise.

• Mandatory Services:  Customers in the incorporated cities/towns of our service area are not
required to subscribe to collection services from the franchised collector and may choose to self-
haul their materials to the appropriate facilities instead.

• Term:  Collection agreements are typically 7-15 years long.  Post-collection agreements (landfill,
composting, recyclables processing) are often 15-30 years long.  The terms roughly coincide with
the years required to amortize the capital expenditures (trucks, containers, facilities) needed to
provide the services. Many agreements provide for term extensions of 1-10 years. The Authority
may wish to change the current March-February term of the agreements to match either the fiscal
(July-June) or calendar year.

• Compensation Adjustment Method: MDR’s recyclables processing compensation is adjusted
annually for inflation per changes in the Consumer Price Index (CPI).  Republic’s compensation
is adjusted every three years using a cost-based method which guarantees Republic a profit on
allowable expenses of 13%.  An index-based adjustment method (similar to CPI) is utilized in
the years between the cost-based adjustments. For future agreements, the Authority may want to
consider changes in frequency or methodology of the cost-based compensation adjustments to
more accurately reflect the contractor’s actual costs, avoid future requests for special
compensation adjustments and reduce the potential for large rate increases at the beginning of
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new agreements. The Authority may wish to change the current March-February rate year to 
match either the fiscal (July-June) or calendar year. 
 

• Recyclables Revenue Share: MDR currently shares a portion of the revenue from the sale of 
recyclables with the Authority whenever the average annual value of the recyclables exceeds 
$60/ton.  MDR is guaranteed an average annual value $20/ton, with the Authority making up any 
difference.  
 

• Incentives for Quality Service:  Republic’s amended agreement utilizes liquidated damages 
(financial penalties) and a portion of future compensation increases as incentives to provide 
quality services. 
 

• Accepted Recyclables:  The agreements specify which materials the collector must accept in the 
blue recycling containers and the processor must accept from the collector. In the new agreements 
we may wish to alter the list of accepted recyclables based on current recyclables markets and 
education strategies.  This decision may be impacted by newly passed state legislation (SB 54) 
which will eventually require that most single-use packaging and plastic single-use food service 
ware sold in California be recyclable or compostable.  
 

• Rate Structure:  The current customer rates are “bundled” such that organics and recyclables are 
provided to customers at no additional charge and customers pay based on the size and collection 
frequency of their landfill containers.  This encourages recycling and composting and has 
facilitated nearly universal three-container service and SB 1383 compliance.  However, some 
other jurisdictions are starting to charge separately for commercial recyclables and organics 
services and to decrease the price differential between the different sizes of landfill containers.  
This is being done in order to more accurately reflect the cost of the services, reduce 
contamination in recyclables and organics containers, and decrease illegal dumping.  
 

• Hard-to-Serve Routes: Customers on hard-to-serve routes pay higher rates.  The Authority would 
provide any new collection contractor with route maps and customer lists indicating which 
customers are currently considered hard-to-serve.  We may wish to re-evaluate this list when 
procuring the new franchise agreement. 
 

• Vehicle Fuel:  The current franchise agreement requires Republic to use collection vehicles 
powered by Compressed Natural Gas (CNG).  California Air Resources Board (CARB) 
regulations require fleets to start phasing in zero emissions (e.g., electric or hydrogen fuel cell) 
vehicles starting in 2025, with 100% of refuse trucks required to be zero emissions vehicles by 
2040. 
 

• Vehicle Age:  The current agreement requires the contractor to purchase vehicles that have useful 
life of 10 years, and to depreciate those vehicles over 10 years.  Collection agreements are 
typically around 10 years long in to coincide with the depreciation schedule of the vehicles. 
RecycleSmart may wish to stipulate whether or not all new vehicles would be required at the 
beginning of the new collection agreement.  All new vehicles were required at the beginning of 
the current agreement. It may help to reduce costs if the collection contractor were allowed to 
utilize used vehicles in the new agreement.    
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• Collection Containers:  All contractor-provided carts and bins in-use already meet the SB 1383 
color requirements (Blue, Black, Green).  The current agreement requires a minimum of 30% 
recycled content in plastic collection containers. The Authority may take possession of fully 
depreciated containers at the end of the agreement, and has the option to purchase containers that 
aren’t fully depreciated.  The Authority may need to consider whether any new collector would 
be required to provide all new containers as the current containers are labeled with Republic’s 
logo and phone number. 
 

• Public Education/Technical Assistance/ Enforcement:  Public education is accomplished through 
a combination of Republic and RecycleSmart staff. Republic provides five Recycling 
Coordinators who are required to contact each commercial and multi-family account at least once 
per year to offer technical assistance and education. SB 1383 mandated route audits and 
enforcement are outside the scope of the current franchise agreements. 
 

• Billing and Customer Service:  The franchised collector (Republic) bills customers for service 
and remits administrative fees and member agency fees to the Authority.  The Authority pays 
MDR for recyclables processing and reuse collection and remits member agency fees to each 
agency.  Republic customer service representatives respond to customer inquiries regarding 
service and billing.  Republic is required to have a local office/call center. 
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