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Staff Report
Date:
November 4, 2009
To:
Solid Waste Collection Subcommittee
From:
Solid Waste Collection Project Team
Subject:
Background Information and Discussion of Policy Issues Related to Solid Waste Collection
At the July 14, 2009 Board of Supervisor’s (BOS) hearing, the BOS directed Public Works staff to form a Project Team consisting of representatives from the Auditor-Controller’s Office, County Counsel, Public Works, and the County Executive Office. In addition, the BOS requested that a Subcommittee be created to oversee the work of the Project Team.  
At the direction of the BOS, the purpose of the Project Team and Subcommittee is to evaluate the options available to the BOS once the exclusive franchise agreements for solid waste collection expire June 30, 2011 in zones 2, 4 and 5. At the hearing, it was emphasized that the evaluation of options be a transparent process and subject to the Brown Act noticing requirements. The goals of the process are to ensure that customers receive high quality, comprehensive services at a competitive price. In addition, the County needs to ensure that they have the utmost control and accountability for the services provided due to the broad scope and value of this service type.
Participants on the Project Team include John McInnes (CEO’s Office), Mark Paul (Auditor-Controller’s Office), Marie LaSala (County Counsel), Mark Schleich (Public Works), Leslie Wells (Public Works), Tom Chiarodit (Public Works), and Constance Hornig (Solid Waste Consultant). Subcommittee members are Supervisors Farr and Carbajal.

The solid waste management system consists of many components including the collection, processing and/or disposal of trash, recyclables, green waste, construction and demolition debris, and electronic and hazardous waste. Each jurisdiction within the County is responsible for its own waste. In order to meet this requirement, jurisdictions throughout the County use a combination of public and private services. In addition, several regional services are provided by the County to several cities.
The cities of Santa Maria, Lompoc, Guadalupe and Carpinteria provide services to their constituents without the services of the County. The cities of Buellton, Solvang, Goleta, and Santa Barbara as well as the unincorporated areas rely on the service of the County for processing, disposal, e-waste and hazardous waste programs, as well as education. Each of these jurisdictions maintains their own contracts for collection services.
In December 2006, the BOS approved 5 exclusive franchise agreements for the collection of solid waste (trash, commingled recyclables, and green waste) from residents and businesses. Currently, there are 5 collection zones served by 3 service providers (a map of the current zones is attached). The following table summarizes the service provider and expiration dates of the current exclusive franchise agreements in each service zone.

	Zone 1
	MarBorg Ind.
	By April 30, 2011, need to determine eligibility for extension to 2015 and need to conduct rate review

	Zone 2
	Allied/Republic
	Agreement expires 6/30/2011

	Zone 3
	MarBorg Ind.
	By April 30, 2011, need to determine eligibility for extension to 2015 and need to conduct rate review

	Zone 4
	Waste 

Management
	Agreement expires 6/30/2011

	Zone 5
	Waste 

Management
	Agreement expires 6/30/2011


Public Works staff has recently completed a comprehensive audit of the compliance of each service provider with its contract provisions. These audit results were shared with the BOS in July 2009. Overall, the process was considered to be highly beneficial and the issues identified through the audits were resolved in a timely manner. Staff recommends that the County conduct audits every 5 years in the future. 
In addition, staff has recently completed its third customer satisfaction survey measuring how residential and commercial customers feel about the service currently being provided to them. On a scale of 1-10 (10 being the highest ranking) residential customers gave the field services provided by the companies an aggregate ranking of 9.3, and office services a ranking of 9.1. Commercial customers gave the field services a ranking of 9.2 and office services a ranking of 9.2. Overall, these are excellent rankings for services being provided and the customer base appears to be very satisfied with their current providers.
In April 2009, Public Works staff sent a letter to each of the current service providers explaining that a process was going to begin to determine the County’s course of action for areas currently serviced in zones 2, 4 and 5 due to the impending expiration of its agreements. Each service provider has submitted information that they would like to be considered during this process.
The Project Team has met four times to become more familiar with solid waste management in the County overall and more knowledgeable with the zones specifically. Information regarding customer counts, tonnages, recycling performance, revenue, and customer satisfaction survey results that were shared with the Project Team is attached.

Additionally, there has been significant discussion regarding different procurement options available to the County. California Public Resource Code Section 40059 spells out that each jurisdiction of the County has maximum flexibility for the procurement for solid waste management services including type of service to be procured and method of procurement. Because the County currently has more than one service area, one type of procurement method may be used in one service area and another chosen for a different service area. Additionally, if the results of one procurement method are not satisfactory, the County may use a backup procurement method.

As a result of these meetings and the wide variety of options that are available to the BOS, the Project Team would like to focus your attention on four key policy issues:

· Public vs. private service providers

· Regulated franchise agreement procurement options
· Zone reconfigurations

· Work cooperatively with other jurisdictions 
Public vs. private service providers: there is a significant range of options for how service can be provided. One end of the spectrum is that the public sector can provide collection services as modeled by the cities of Lompoc and Santa Maria. On the other end of the spectrum is open, unregulated privatization. Between the two options are regulated franchise agreements, which is what the County currently uses to manage its collection system. The following provides the pros and cons of different service structures.
· Public

· More control for County (flow, accountability)  (+)

· Capital investment/risk (-)

· Regulated franchise agreements

· More control than private (flow, accountability) (+)

· Less impact on community than open market (+)



(truck traffic, noise, emissions, road impact) 

· Private (open market)

· Customer choice (+)

· More impact on community (-)



(truck traffic, noise, emissions, road impact) 

· Less control for County (flow, accountability) (-)
Regulated franchise agreement procurement options:  the type of procurement option chosen by the BOS is tied to what service category is most important to our community. The options the Project Team discussed are Best Price and High Quality Service. An additional service category was identified that was identified as Value (high quality service at a good price).  The following describes the pros and cons of different procurement options that are tied with each service category.
A service category of Best Price would typically be pursued through competitive procurement. The obvious benefit is getting the best price due to market competition. Some of the other considerations include a less known quality of service if the provider has not served the County in the past and a less predictable transition to a new service provider.
A service category of High Quality Service could be achieved through sole-source negotiation with existing service providers because of their record of quality services in the County in the past. Other considerations associated with this option is that there would be a smooth transition into the future but the County would have more limited leverage in service and rate negotiations.

A third category was discussed that included High Quality Service and Good Price which could be achieved through competitive procurement limited to existing service providers only. This would lead to a smoother transition than an open procurement, ensure quality service with a known quality service provider, and the competition should lead to better rates than negotiation.

Service Zones: County Code Chapter 17 currently says that the BOS shall establish 5 service zones (Article II Sec. 17-29 (c)). The BOS may consider many factors in determining the service zones (Article II Sec. 17-29 (c) (4)). Currently, a service provider can not provide services in more than 2 zones (Article II Sec. 17-29 (c) (5)). The BOS can modify the ordinance through 2 public hearings.  Considering these facts, the BOS has the ability to reconfigure the current zones although it is important to note that the agreements for zones 1 and 3 are still in effect therefore limiting our abilities on the South Coast.

Work Cooperatively with Other Jurisdictions: Although each jurisdiction in the County has chosen to arrange for collection services separately, there are opportunities to work with other jurisdictions during this procurement process. The City of Goleta’s franchise agreement with Allied expires June 30, 2011; the City of Solvang’s agreement with Waste Management expires June 30, 2010; the City of Buellton’s agreement with Waste Management expires June 30, 2010; and the City of Santa Barbara’s agreements with Allied expire June 30, 2013 and with Marborg on June 30, 2019. The County may realize a cost savings if a competitive procurement option is pursued by teaming with other jurisdictions to become more attractive to outside bidders. It is not known if the other jurisdictions have an interest in working cooperatively with the County but it may be beneficial to inquire as to whether there is an interest in the future.
To preserve the integrity of the procurement process and avoid the appearance of undue influence, the Subcommittee may want to avoid ex parte meetings with prospective vendors.  Referring potential bidders to a specified contact person on the Project Team may help to prevent future litigation regarding the procurement process.
The purpose of today’s meeting is to share relevant information with you and get your feedback on specific policy issues to assist the Project Team in focusing our efforts in the future.
