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COMMITTEE MEMBERS
Laura M. Hoffmeister, Chair
Carol S. Obringer, Member

Special Meeting of the
Infrastructure and
Franchise Committee
Wednesday,
March 23, 2022

6:30 p.m.

Various
telephonic/electronic
locations

Pursuant to AB 361, the City is authorized to hold public meetings via teleconferencing and to
make public meetings accessible telephonically or otherwise electronically to all members of
the public, without making available any physical location for the public.
City of Concord Rules: The City of Concord has declared a local state of emergency due to
COVID-19 and is closed to the public. This Concord City Council meeting is an essential event,
therefore it has not been cancelled. However, City of Concord officials and staff will conduct
this meeting telephonically or otherwise electronically. The City will not make available any
physical location from which members of the public may observe the meeting and offer public
comment. Instead, members of the public may observe and address the meeting remotely.
Below is information on how to do that.
Join from a PC, Mac, iPad, iPhone or Android device:
https://cityofconcord.zoom.us/j/88051436031?pwd=Z3IwMHVKMTRzV2xXSXFzYlVQRHlVdz09

Webinar ID: 880 5143 6031
Passcode: 143224
By phone: US: +1 669 900 6833
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Under California law, public comments at special meetings are limited to subjects on
the agenda only. Therefore, public comment will only be taken prior to consideration of
Agenda Item No. 2.a.
How to Submit Public Comments:
Written: All comments received before 3:00 pm the day of the meeting will be posted on the
City’s website as “Correspondence” under the relevant agenda item and provided to the
Committee members prior to the meeting. Please email your comments to
cityclerk@cityofconcord.org.

To Participate in Public Comment During the Meeting:
Live Remote Public Comments: Members of the public may submit a live remote public
comment via Zoom video conferencing. Download the Zoom mobile app from the Apple
Appstore or Google Play. If you are using a desktop computer, you can test your connection to
Zoom by clicking here. Zoom also allows you to join the meeting by phone.


Join the meeting at any point, but be sure you are in the meeting prior to the City
Council consideration of the item on which you would like to provide comments.



From a PC, Mac, iPad, iPhone or Android:
https://cityofconcord.zoom.us/j/88051436031?pwd=Z3IwMHVKMTRzV2xXSXFzYlVQRHlVdz09

o Webinar ID: 880 5143 6031
o Passcode: 143224
o By phone: US: +1 669 900 6833


Speakers will be asked to provide their name and city of residence, although providing
this is not required for participation.



Each speaker will be afforded up to 3 minutes to speak.



Speakers will be muted until their opportunity to provide public comment.



When the Chair opens a public comment period on the item on which you would like to
comment, please use the “raise hand” feature (or press *9 if connecting via telephone)
which will alert staff that you have a comment to provide.
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Meeting of the
Infrastructure and Franchise Committee
1.

ROLL CALL

2.

REPORTS
The public is entitled to address the Committee on items appearing on the agenda before or during
the Committee’s consideration of that item. Each speaker will be limited to approximately three
minutes. Please see “How to Submit Public Comments” above.

a.

3.

Considering – a Franchise Agreement Amendment with Mt. Diablo Resource
Recovery and Base Year Rate Review Results, which are in response to
changes in the solid waste industry. Report by Craig Blythe, Administrative
Services Manager, Public Works.
ADJOURNMENT

NOTICE TO THE PUBLIC
There is a 90-day limit for the filing of a challenge in the Superior Court to certain City administrative
decisions and orders which require a hearing by law, the receipt of evidence, and the exercise of
discretion. The 90-day limit begins on the date the decision is final (Code of Civil Procedure §1094.6).
Further, if you challenge an action taken by the City Council in court, you may be limited by California
law to raising only those issues you or someone else raised in the hearing or in a written
correspondence delivered to the City Council prior to or at the hearing.
In accordance with the Americans with Disabilities Act and California Law, it is the policy of the City of
Concord to offer its public programs, services and meetings in a manner that is readily accessible to
everyone, including those with disabilities. If you are disabled and require a copy of a public hearing
notice, or an agenda and/or agenda packet in an appropriate alternative format; or if you require other
accommodation, please contact the ADA Coordinator Tianjun Cao at (925) 671-3243 or
Tianjun.cao@cityofconcord.org, at least 24 hours in advance of the meeting. Advance notification
within this guideline will enable the City to make reasonable arrangements to ensure accessibility.
Distribution:

City Council
Valerie Barone, City Manager
Susanne Brown, City Attorney
Justin Ezell, Assistant City Manager
Joelle Fockler, City Clerk
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2.a

Staff Report
Date:

March 23, 2022

To:

Council Committee on Infrastructure & Franchise

From:

Valerie J. Barone, City Manager

Prepared by:

Craig Blythe, Administrative Services Manager, Public Works
Craig.Blythe@cityofconcord.org
(925) 671-3141

Subject:

Considering a Franchise Agreement Amendment with Mt.
Diablo Resource Recovery and Base Year Rate Review
Results, which are in response to changes in the solid waste
industry.

Report in Brief
City staff and consultants are working with Mt. Diablo Resource Recovery (MDRR) on a
Franchise Agreement Amendment with Mt. Diablo Resource Recovery in response to
changes in the solid waste industry. This meeting is a continuance of the February 9,
2022 meeting for the purposes of reviewing the proposed Amendment and the results of
the 2022 Base Year Rate Review.
Recommended Action
Hear the report, consider public comments, and provide direction to staff on which
option the Committee recommends for a 5-year phase-in of rate increases.
Background
A number of recent changes in the solid waste industry necessitate modifications to City
municipal code, the franchise agreement with MDRR, and solid waste rates to support
the cost of compliance with State law, which have been presented to the Committee
most recently in the meetings on March 25, 2021, and June 28, 2021, September 1,
2021 and February 9, 2022. The Municipal Code amendment was introduced by
ordinance on October 26, 2021, and adopted on November 9, 2021. Changes are
driven by Senate Bill (SB) 1383, which touches upon many aspects of solid waste
management, many of which are currently the responsibility of MDRR via agreement,
while others are jurisdictional or County responsibilities.
Senate Bill 1383 contains numerous requirements which have already begun to go into
effect. The bill, which can be summed up as a requirement to divert food waste from
being landfilled, is necessitating operational changes and capital improvements
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including where solid waste is hauled, and expansion and modification of existing
facilities, not to mention new programs such as food waste recovery, education, and
enforcement. The new regulations required the City to update its municipal code, and
compliance will be facilitated by an amendment to the franchise agreement between the
City and MDRR.
City staff and its consultant (R3 Consulting Group or “R3”) reviewed MDRR’s scheduled
Base Year Rate Application which projects rates to cover the costs of providing solid
waste service to the community. Commercial rates are adjusted as necessary by
MDRR; however, residential rates are subject to the discretion of the City Council. The
franchise agreement with MDRR contains a Rate Setting Manual, which describes the
methodology for annual refuse rate adjustments. MDRR has forgone a regularly
scheduled residential rate increase two years in a row. The City and MDRR have
completed the rate review process; results are presented in the Analysis section below,
as well as Attachment 1 to this staff report. Any newly adopted rates are scheduled to
take effect July 1, 2022.
Negotiations for an Amendment to the City’s Franchise Agreement with MDRR which
includes additional services and costs related to SB 1383 implementation has been
completed, with the Amendment included as Attachment 2. The City submitted its
Notice of Intent to Comply (NOIC) to CalRecycle on March 1, 2022. This NOIC defers
any penalties that CalRecycle might otherwise levy against the City for non-compliance
with the requirements of SB 1383. The City created a corrective action plan and must
take action to correct the deficiencies reported to CalRecycle, or the City may still be
subject to penalties. The only gap in compliance that is anticipated by the City is the
residential organics collection program, which does not yet include food scraps. The
Amendment to the Franchise Agreement includes starting food scrap collection with the
City’s current green container organics program.
Analysis
Franchise Amendment
While MDRR can assist in implementation of many aspects of SB 1383, agencies
ultimately bear responsibility for its implementation, which means it is of the utmost
importance to enter into negotiations to amend the City’s contract with MDRR. The
Franchise Agreement Amendment broadly covers the main requirements of the law
which can be delegated to a hauler. City staff and MDRR are in agreement on all terms
as provided in Attachment 2 Amendment 1, which includes adjusted language from the
amendment presented to this Committee on February 9, 2022.
2022 Base Year Rate Review
R3 has completed its review of MDRR’s 2022 Base Year Rate Application. As a result
of the review, R3 is recommending adjustments to MDRR’s Rate Application, from a
one-time rate increase of 27.11% to a one-time increase of 21.55%. R3 has reviewed all
adjustments with MDRR, and MDRR concurs with R3’s findings and is accepting of the
resultant 21.55% one-time rate adjustment calculation. Details regarding R3’s review
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methodology and specifics regarding the recommended adjustments are included in
Attachment 1. To summarize, R3’s recommended adjustments to the Rate Application
include:


~$9,100 reduction to corporate overhead costs based on the allowances
described in the City’s Rate Manual.



~$60,300 increase in allowed costs to reimburse City for an additional half-time
code enforcement officer.



~$762,000 decrease in 2022 tipping fee costs. Further increases to tipping fees
will occur in 2023 and 2024 via the annual indexed rate adjustment process
(called the “Refuse Rate Index” or “RRI”) and are due to City of Pittsburg
approved increases in tipping fees for SB 1383 and other factors.



~$398,600 reduction to MDRR’s profit calculation in accordance with the City’s
Rate Setting Manual and the adjustments identified above.



~$330,500 increase in allowed costs for additional debris boxes for City clean-up
events, as requested by the City.



~$121,000 reduction in calculated City franchise fees resulting from the
adjustments above.

Overall, the above represent a decrease of $900,000 in annual revenues needed to
cover the cost of solid waste services as compared to those included in MDRR’s rate
application, yielding a 21.55% one-time rate adjustment. That adjustment is generally
comprised of the following categories:


0.49% increase for an additional half-time code enforcement officer.



1.47% increase due to incorporating the additional costs of recycling into the
base rate, replacing and reducing the effectives the prior temporary Residential
Recycling surcharge



2.08% increase for additional debris boxes for City clean-up events.



4.65% increase due to changing operating expenses, such as labor, trucking,
unpaid accounts due to COVID-19, and CPI on current tipping fees. It should be
noted that no annual RRI rate adjustment was made in 2020 or 2021 to shield
ratepayers from the impacts of the COVID-19 pandemic, so this incorporates
increases spanning from 2019 to 2022.



5.58% increase due to long-term planned fleet update for compliance with
California Air Resource Board (CARB) regulations as well as normal container
replacement.



7.28% increase due to implementing SB 1383, including: higher tipping fees;
additional organics collection routes; new color-compliant carts, lids and labels;
new residential and multi-family food scrap pails; new outreach and education
activities; and SB 1383 compliance services such as contamination audits and
others included in the Amendment to the Franchise Agreement.
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Note that the each of the above include any associated MDRR profits and City franchise
fees. Overall, R3 found MDRR’s rate application to be complete and reasonable given
the context of the changes in the solid waste marketplace that are driven by outside
factors. These outside factors include new State regulations (SB 1383 and CARB),
changes in the recycling marketplace (which previously prompted MDRR’s special
extraordinary request for rate adjustment via the Recycling Surcharge), changes in City
services, and normally expected changes in operating costs.
Though the adjusted one-time rate increase for 2022 would be 21.55% as calculated by
R3, MDRR is agreeable to spreading the rate adjustment out over a five-year period.
Staff, R3 and MDRR prepared four scenarios for a five-year rate adjustment and is
seeking the I&F Committee’s recommendation on the four scenarios for consideration:


Scenario 1 – 14% increase in 2022 followed by four years of RRI plus 3.22%.



Scenario 2 – 3% increase in 2022 followed by four years of RRI plus 8.34%.



Scenario 3 – 6.6% increase in 2022 followed by four years of RRI plus 6.6%.



Scenario 4 – 9.76% increase in 2022 followed by RRI plus 4.61% in 2023 and
2024 and RRI plus 6.26% in 2025 and 2026 (with the intention of having the
resulting rate adjustment in all five years be at or around 9.76%).

Each of these scenarios was developed to achieve the same overall amount of revenue
to MDRR, amounting to ~$105.9 million from 2022 through 2026. Additionally, the
scenarios assume a base RRI of 3.5%, which is consistent with historical indexed rate
adjustments. However, future RRI adjustments starting in 2023 will be impacted in two
ways. First, the RRI in 2023 and 2024 will include the effects of known increases in
tipping fees, which are estimated at an additional 1.65% each year. Second, it is likely
that inflation will result in higher RRI increases, though the precise effects of inflation
cannot be known at this time, and thus are not included in this analysis.
The City’s Rate Setting Manual caps annual RRI adjustments at 7%. With the combined
effects of inflation and the known tipping fee adjustments in 2023 and 2024, it is
possible that future RRI calculations will exceed 7%. If that becomes the case, it is
anticipated that MDRR may request a special extraordinary adjustment to the rates, as
it did previously for the now sunsetting Residential Recycling Surcharge.
To assist the I&F Committee in considering the four scenarios for spreading the rate
increase out over five years, R3 prepared a comparison of the City’s current residential
rates to the rates in surrounding communities. This comparison is shown in Table 1,
below, and includes the City’s projected 2022 rates via a one-time 21.55% rate increase
as well as the year 1 rate increases for each of the four phased-in rate increase
scenarios. It should be noted that the City’s current residential rates are well below the
average, ranging from $5.12 (13%) below the average for the 32-gallon monthly rate,
$20.54 (30%) below for the 64-gallon rate, and $40.91 (41%) below the average for the
96-gallon monthly rate.
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Table 1: Residential Solid Waste Rate Comparison
Jurisdiction
Orinda
Kensington
Richmond
Hercules
Lafayette
San Ramon
Pinole
San Pablo
Concord (MDRR Proposed) One-Time
Oakley
Concord (R3 Adjusted) One-Time
Danville
Pittsburg
Concord (R3 Adjusted) Scenario 1 - Year 1
Concord (R3 Adjusted) Scenario 4 - Year 1
Antioch
Concord (R3 Adjusted) Scenario 3 - Year 1
Walnut Creek
Concord (R3 Adjusted) Scenario 2 - Year 1
Martinez
Concord (Current)
Pleasant Hill
Average without Concord
Concord's Current Rates Minus Average
% Difference

32 Gallon
$54.50
$49.04
$45.20
$41.67
$38.94
$42.05
$40.63
$35.06
$44.67
$41.69
$42.71
$32.55
$46.38
$40.06
$38.57
$31.92
$37.46
$26.74
$36.19
$38.80
$35.14
$31.66
$40.26
-$5.12
-13%

64 Gallon
$102.23
$98.03
$85.29
$73.61
$73.47
$72.54
$72.47
$67.87
$60.39
$58.29
$57.75
$55.36
$55.89
$54.16
$52.15
$51.52
$50.65
$50.51
$48.94
$47.68
$47.51
$42.77
$68.05
-$20.54
-30%

96 Gallon
$153.46
$147.07
$126.59
$106.56
$110.19
$115.53
$105.43
$101.73
$74.05
$66.13
$70.82
$82.19
$62.75
$66.42
$63.95
$60.51
$62.11
$75.43
$60.01
$90.84
$58.26
$63.61
$99.17
-$40.91
-41%

Notably, via all of the five-year rate adjustment scenarios, the City’s rate would remain
below the average rates for the comparable communities. Via a one-time rate increase
of 21.55% in 2022, the City’s 32-gallon rate would be $2.45 (6%) higher per month than
the average but would remain below the average for the 64-gallon and 96-gallon rates.
Financial Impact
Approval of MDRR’s 2022 Rates would provide the City with $60,363 in new annual
funding to pay for the cost of an additional half-time code enforcement officer, with
dedicated time to solid waste matters. It would also provide the City with approximately
$330,000 annually in new debris box service for City clean-up events.
Revenues from franchise fees will increase, up to a maximum projected increase of
$956,000 in 2022 if the City were to implement the one-time increase of 21.55%.
Franchise fees will increase to a lesser degree via any one of the five-year rate
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adjustments, but would continue to yield proportionate increases in franchise fee
revenues over time.
Public Contact
The Agenda was posted.
Attachments
1. Base Year Rate Adjustment Report, March 14, 2022
2. Amendment 1 to Amended and Restated Franchise Agreement, March 11, 2022
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Attachment 1

FINAL REPORT
City of Concord

Base Year
RateonAdjustment
Submitted electronically
October 22, 2020
Submitted electronically: March 14, 2022
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March 14, 2022
Mr. Craig Blythe
Administrative Services Manager
Public Works
1455 Gasoline Alley, Concord, CA 94520
submitted via email: Craig.Blythe@cityofconcord.org
SUBJECT:

Review of Mt. Diablo Resource Recovery’s 2022 Base Year Rate
Application

Dear Mr. Blythe,
R3 Consulting Group (R3) is engaged by the City of Concord (City) to review the 2022 Residential
Base Year Rate Application from its franchised solid waste hauler, Mt. Diablo Resource Recovery
(MDRR).
This report presents the results of R3’s review and our recommended adjustments to MDRR’s 2022
Base Year Rate Application. A copy of MDRR’s 2022 Base Year Rate Application is provided in
Attachment 1 and a copy of the application with R3’s adjustments is provided in Attachment 2.
MDRR’s original 2022 Residential Base Year Rate Application calculated a required increase in
revenues of approximately $4,300,000, which equated to a one-time rate increase of 27.11%. Based
on our review we are recommending adjustments that would result in a one-time rate increase of
21.55%, with a revised projected additional revenue requirement of approximately $3,420,000.
In addition to a one-time rate increase scenario described above, MDRR proposed a 5-year
schedule to phase the rate increase in over time, which will decrease the immediate impact to
ratepayers such that the revenue generating outcomes of a 21.55% one-time rate increase are
achieved over 5-years instead of one. Several equivalent alternatives for the 5-year phase-in
schedule are included in this report.
*

*

*

*

*

*

*

We appreciate the opportunity to be of service to the City and would like to thank MDRR’s staff for
their support during the review. Should you have any questions regarding this report or need any
additional information, please do not hesitate to reach out directly.
Sincerely,

Jordan Muratsuchi | Sr. Project Analyst
R3 Consulting Group, Inc.
916.655.2104 | jmuratsuchi@r3cgi.com

1512 Eureka Road, Suite 220, Roseville, CA 95661

Garth Schultz | Principal
R3 Consulting Group, Inc.
510.292.0853 | gschultz@r3cgi.com

|

p 916.782.7821

|

f 916.782.7824

|
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1. INTRODUCTION
Background
Service Areas
The City has an exclusive franchise agreement with MDRR to collect and remove for disposal and
recycling, residential and commercial solid waste and recyclable materials. This contract has a 15-year
term which automatically extends by 12 months at the end of every year until notice of termination.
In addition to the City, MDRR also services accounts in neighboring communities including Pittsburg,
Oakley, Rio Vista, Brentwood, Bay Point, and Discovery Bay.

Overview of Rate Setting Process
Per Section 15 of the City’s Franchise Agreement (Agreement) with MDRR, the City and MDRR adopted
the Rate Setting Manual for the purposes of determining collection rates which are fair to City of Concord
residents while at the same time providing a fair return to the hauler. The Rate Setting Manual contains
the methods of adjusting rates and describes the adjustment process between the City and MDRR.
That methodology primarily involves two distinct rate setting purposes:
》 Interim Year Rate Setting Process; and
》 Base Year Rate Setting Process.
Base year rate adjustments occur no more than every six (6) years with indexed based rate adjustments
used to set the rates years between base rate adjustments.

Base Year Rate Setting Process
For the upcoming rate year (July 1, 2022 – June 30, 2023) the current rates are to be adjusted based on
the Base Year Rate Setting Process.
With the Base Year Rate Application, the franchised hauler submits financial statements for the
previously completed fiscal year, which serve as the base documents for the Rate Application.
The Base Year Rate Application is based on three years of data:
》 Actual results for the most recently completed year (2020 at the time the application was
received), which are based on the audited financial statements;
》 Projected results for the current year (2021), which are to be based on year-to-date information
available at the time the application is submitted; and
》 Projected results for the next year (2022 - the Base Year).
MDRR did not provide the current year (2021) projections at the time of submittal, but provided a Refuse
Rate Index (RRI) rate increases to each cost category in a separate document. These RRI calculations
assisted the review, however all expense projections are based on 2020 audited values. Therefore, all
adjustments described in this report are based on the audited 2020 values, and not 2021 actuals.
Overall, per the Base Year Rate Application rate adjustment approach, rate adjustments are established
based on the hauler’s projected revenue requirement.
The revenue requirement is defined as the sum of the following:
》 Allowed costs;
》 Allowable operating profit; and
》 Pass through costs.

City of Concord | Base Year Rate Adjustment
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Introduction

Change in Base Year Frequency
The current Agreement allows for a base year rate adjustment no more than every six (6) years. It is R3’s
understanding that the City and MDRR intend to amend the Agreement to allow for base year rate
adjustments every five (5) years. MDRR’s base year rate application is based on a five-year schedule and
thus R3’s review followed such methodology.

Change in Commercial Rates
The City’s commercial solid waste rates are set by MDRR. Although the base year rate application (and
proposed rate adjustment) is focused entirely on the residential line of business,

Scope of Analysis
Our review of the Base Year Rate Application included but was not limited to the following:
》 Reviewed the 2022 Base Year Rate Application for consistency with the Rate Setting Manual
Methodology;
》 Reviewed the 2022 Base Year Rate Application for mathematical accuracy;
》 Reviewed MDRR’s 2019 and 2020 audited financial statements;
》 Reviewed 2021 and 2022 projected revenues and expenses for reasonableness, including
general consistency with changes in reported revenues, accounts, and tonnages; and
》 Conducted a survey of rates in neighboring communities.

City of Concord | Base Year Rate Adjustment
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2. REVIEW OF RATE APPLICATION
Allowable Operating Costs
Direct Labor
MDRR has a collective bargaining agreement (CBA) with its collection drivers that sets rates for wages
and benefits. MDRR projected a overall 3.51% increase in Direct Labor costs for 2022 as compared to
2020. The largest portion of this increase is related to pension benefits.

Assessment
MDRR’s projected direct labor expense increase is in alignment with series data from the Bureau of Labor
Statistics. These adjustments are based on MDRR’s CBA.
Adjustments
No adjustments.

Tipping Fee Profit (up to $51/ton)
Page I-5 of the Rate Setting Manual allows MDRR to claim operating profit on tipping fees up to $51/ton.
Any excess tipping fee cost is categorized as a pass-through cost (no profit allowed).

Assessment
MDRR is allowed to claim profit on up to $51/ton of tipping fees, however MDRR listed $55/ton in their
rate application. During review of the application, MDRR agreed to adjust this limit to $51/ton.
Adjustments
Adjusted MDRR’s allowable profit on tipping fees from $55/ton to $51/ton.

Corporate Overhead
Page III-7 of the Rate Setting Manual limits corporate overhead expenses to a maximum of three percent
(3%) of total operating costs.

Assessment
MDRR requested a corporate overhead expense allotment of three percent (3%) of total operating costs.
This equates to approximately 3.40% increase from 2020 corporate overhead costs.
Adjustments
Reduced corporate overhead costs by $9,107 in alignment with the reduction in total operating cost
derived from other recommended adjustments.

Office Salaries
MDRR projected an increase in office salaires of 3.80% above 2020 expenses.

Assessment
MDRR’s requested increase in office salary expense is reasonable and in alignment with findings from
the BLS.
Adjustments
No adjustments.

City of Concord | Base Year Rate Adjustment
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General and Administrative Costs
General and Administrative (G&A) costs represent a wide range of expenses for daily operational needs.
MDRR requested an overall increase in G&A expenses of 1.83% from 2020 expenses, which includes a
45% increase to gasoline. The increases to individual expense categories other than gasoline are
relatively minor and are between 1.70% and 1.80%.

Assessment
We assessed each expense item included in G&A costs and noted only minor increases to expense items
other than gasoline.
During the application review, MDRR noted that the requested 45% increase in gasoline expenses is not
directly based off of industry data but rather an attempt to estimate the true costs when taking into
account the current volatility in the economy and fuel prices. Furthermore, MDRR noted that when setting
the 2021 (current) rates, a year-over-year review of fuel price indices demonstrated a decrease in prices.
Despite this year-over-year decrease, MDRR noted that they used a 20% increase in fuel projection
when calculating 2021 rates in anticipation for a market rebound.
MDRR also requested a 65% increase for diesel and natural gas expenses for the same reasoning. The
pandemic resulted in volatitlity particularly in fuel costs, which explain the abnormal annual shifts in cost.
While fuel prices plummeted in 2020, prices rebounded in 2021 and continue to remain high. MDRR
noted to R3 that it would be open to discussing revised methods for calculating and projecting fuel
expenses that more closely follows market trends.
After further examination of MDRR’s actual fuel expenses in 2020 and 2021, the original request for a
45% increase from 2020 fuel expenses was determined to be reasonable.

Adjustments
No adjustments.

Operating Ratio
The Rate Setting Manual establishes a range of from 88% to 92% for the target operating ratio (profit)
used to calculate the Base Year rate adjustment.

Assessment
MDRR’s Rate Application set its 2022 profit level equal to an 90% operating ratio, consistent with the
range set forth in the Rate Setting Manual, and at the general midpoint of what R3 observes in other such
rate application processes we conduct. The total operating profit projected for the 2022 base year is
$1,935,566.

Adjustments
No adjustments.
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Pass-Through Costs (Not Allowable on Profit Ratio)
Trucking Charges
MDRR projected an overall increase of 3.87% to trucking charges, a pass-through expense category that
includes rental equipment (majority of the expense), depreciation, and fuel charges.

Assessment
MDRR did not project an increase to rental equipment costs, projected a 3.7% increase in depreciation
expenses, and is projecting a 45% increase in both diesel and compressed natural gas (CNG) costs.
Similar to the gasoline projection, MDRR noted that their fuel projection was based on an attempt to
better anticipate fuel expenses in a time when the market continues to experience volatility.
An examination of the diesel price index from the BLS (U.S. city average) concurs with MDRR in
demonstrating a year-over-year decrease (-20.86%) in diesel prices heading into 2021, and demonstrates
a 63.98% year-over-year increase heading into 2022. In an attempt to reduce the unusual volatility
experienced in 2020, the annual average change from 2019 to 2021 was calculated, resulting in an
increase of 29.78%. Since MDRR received a 20% increase in fuel in the 2021 rates (as opposed to a
decrease as demonstrated by BLS data), a base year diesel expense increase of 29.78% over 2020
expenses is reasonable and supported by industry data.
An examination of the CNG price records from Pacific Gas & Energy (U.S. city average) demonstrates an
18.28% year-over-year increase from 2019 to 2020 (which was used in setting 2021 rates through the
RRI process) and a 17.53% year-over-year increase from 2020 to 2021. The annual average change
from 2019 to 2021 results in an increase of 39.10%.
However after further examination of MDRR’s actual fuel expenses in 2020 and 2021, the original request
for a 45% increase from 2020 fuel expenses was determined to be reasonable.

Adjustments
No adjustments.

Tipping Fees
MDRR requested a tipping fee increase of 1.61% over 2020 expenses resulting from a CPI rate increase.
In addition to the CPI increase, MDRR requested $115,264 in increased tipping fees for organic waste
related to implementation of SB 1383.

Assessment
MDRR’s requested tip fee increase of 1.61% ties to the gate rate increase at the Recycling Center and
Transfer Station, and was approved by City of Pittsburg Council Resolution in 2021. MDRR’s request for
an additional $115,264 in organic waste tipping fees results from a $6.25/ton increase in the fees to
match other materials.
MDRR is permitted to claim operating profit on tipping fees up to $51/ton, after which any additional
tipping fees are to be treated as pass-through costs. As noted previously, MDRR originally listed profit on
$55/ton in tipping fees, which after review was subsequently adjusted to $51/ton. After allocating $51/ton
to operating costs, the remaining tipping fees are correctly categorized as pass-through costs.

Adjustments
No adjustments.

City of Concord | Base Year Rate Adjustment

Page
5 of15
14 of 54

Review of Rate Application

Franchise Fees
Section 17 of the franchise agreement sets the franchise fee at 13.5% of gross revenues for FY 2017/18
through FY 2021/22. The franchise agreement further defines “gross revenues” as revenue or
compensation derived “without subtracting franchise fees or any other cost of doing business.” Thus, the
calculation of franchise fees should include such estimated fees as part of gross revenues. Such
calculation should be taken with an iterative approach. Additionally, Section 17 of the franchise
agreement provisions for the re-examination of the City’s percentage (%) franchise fee during each base
year review to confirm its reasonableness in relation to the residential rate structure.
MDRR projected 2022 base year franchise fees to be $6.4 million, which is a 20.21% increase from 2020
values.

Assessment
The adjustments discussed in this report affect the projected gross revenues which in turn affects the
amount of franchise fees owed to the City. After making the adjustments herein, MDRR’s projected
annual base year franchise fees were reduced to approximately $6.21 million.
Secondly, although MDRR estimated franchise fees based on 13.5% of gross revenues, the franchise
fees were subtracted from the gross revenues which is not in alignment with Section 17.a. of the
franchise agreement. After adjusting the calculation such that franchise fees are categorized as gross
revenues, the projected annual base year franchise fees rose to approximately $6.29 million.
The projected $6.29 million in base year franchise fees represent a $930,000 or 17.45% increase over
franchise fee payments in 2020, a large increase that is a result of an unusually high base rate request
spurred largely by new SB 1383 related expenses.

Adjustments
Adjusted franchise fees from $6,412,075 to $6,290,494 in accordance with the above.

Additional Expenses to the Base Year Rate Application
In addition to the standard base year application, MDRR requested funding for additional expenses
largely in relation to implementing SB 1383 requirements. These additional expenses include operating
costs, capital expenditure costs, and tipping fee expenses.

Additional Operating Costs
After submission of the base year rate application, MDRR communicated that there were two additional
expenses not accounted for in the application.
The first expense was an additional half-time allotment of code enforcement for the City. MDRR currently
remits payment to the City to cover the cost of a half-time code enforcement officer, which is
approximately $70,000. This additional half-time code enforcement work brings the total expense to that
of a full-time code enforcement officer (fully loaded), which is approximately $133,363. Therefore, an
additional $60,363 was added to G&A expenses in the rate application.
The second expense related to the debris box services provided annually to the City. MDRR provides up
to 540 debris box collections for City usage as well as up to 300 debris box collections for the City’s
Neighborhood Preservation events. In most years there has not been a need to service the full allotment
and as such MDRR projected the number of debris box events based past years. However, for the base
year projections MDRR requested funding to cover the total potential debris box collections. This resulted
in an additional $330,580 in total expenses, including tipping fees and profit, and which was added to the
total operating costs.
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In addition, MDRR requested $743,497 for new vehicles, which was listed in the original application
submittal.

Tipping Fees
MDRR sends all collected material to it’s Recycling Center and Transfer Station in the City of Pittsburg.
The City of Pittsburg recently approved a $16.25/ton increase to the tipping fee to fund processing and
SB 1383 related expenses including organic processing infrastructure. However, this increase was
approved as a three-year phase-in, with equivalent annual increases over the next three years.
MDRR allocates the $16.25/ton tip fee increase to four different expenses: On-site maintenance building
($0.75/ton), organics building & infrastructure ($4.75/ton), recyclables proceesing fee ($6.50/ton), and SB
1383 post collection operations ($4.25/ton).
Although the tip fee escalates evenly over the next three years, MDRR originally requested the full
amount in the 2022 base year, which would result in overpayment of tipping fees to MDRR for the next
two years. Upon review and discussion, MDRR agreed to include only the first year of the tip fee increase
in the base year rate application, whereas the next two annual RRI adjustments will factor in the tip fee
increase to fully recover costs.
For the 2023 and 2024 RRI calculations, this will be accomplished by MDRR including a additional $5.42
per ton for “Disposal Fees” in addition to the annual year over year increase in disposal fees. This will be
accomplished by MDRR calculating the annual average of the 2022 gate rates PLUS $5.42 per ton
divided by the annual average 2021 gate rate, yielding the percentage change in the Disposal Fees
component of MDRR’s RRI application. The result is expected to be an approximate 1.65% above the
baseline RRI increase in 2023 and 2024.
It should be noted that, per Page I-6 of the Rate Setting Manual, the annual RRI shall be capped at 7%.
As of the writing of this report, it is anticipated that inflation may result in higher RRI figures than have
been experienced in recent years. The combined effects of inflation and the increases in disposal fees
referenced above may result in a calculated RRI in 2023 and/or 2024 that exceeds the 7% cap. In the
even that occurs, MDRR may request a special extraordinary adjustment to the rates, as described on
Page I-7 of the Rate Setting Manual.

SB 1383 Expenses
MDRR requested $380,976 for SB 1383 G&A expenses pertaining to cart, lid, and label depreciation,
food scrap pails, outreach and education, and contamination monitoring (lid flips).

Assessment
The pails, outreach and education, and monitoring expenses are projected as a single year expense,
while carts, lids, and label depreciation are projected as annual expenses over the next five years. When
calculating depreciation expenses for the base year application, MDRR included the incremental
depreciation costs that will be incurred each of the next five years.
Additionally, the SB 1383 expenses included costs for additional labor ($83,473) and an additional
collection route ($142,517). No adjustments were made to these expenses and they were determined to
be reasonable.

Adjustments
Adjusted SB 1383-related additional Tipping Fees from $1,516,271 to $505,424.
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Total Projected Expenses
MDRR’s total projected expenses are comprised of Allowable Costs (those from which profit can be
generated on), Operating Profit, and Pass-through costs. The sum of these expenses yields the total
revenue requirement - the total annual revenue required from rate payers. Table 1 shows the total
adjustment for each major expense category and the total projected revenue requirement based on those
adjustments.
Table 1: Adjustments to MDRR's Rate Application

Original 2022

Adjustment

Adjusted 2022

Allowable Costs
Direct Labor

$7,893,950

$0

$7,893,950

Tipping Fees (Profit Allowed up to $51 a ton)

$5,004,175

-$363,940

$4,640,235

$520,852

-$9,107

$511,745

Office Salaries

$2,786,123

$0

$2,786,123

Other General and Admin Costs

$1,677,489

$60,363

$1,737,852

Total $

17,882,590

-$312,685

$17,569,905

Total

$1,986,954

-$34,743

$1,952,212

$14,269,163

$0

$14,269,163

$50,000

$0

$50,000

Tipping Fees (Pass Through)

$6,896,067

-$762,171

$6,133,895

Residential and Commercial Franchise Fee

$6,412,075

-$121,581

$6,290,494

Total

$27,627,304

-$883,752

$26,743,552

Total

$0

$330,580

$330,580

47,496,848

-$900,600

$46,596,249

Corporate Overhead

Operating Profit

Pass-Through Costs
Trucking Charges
Regulatory Fees

Additional Debrix Box Costs
Revenue Requirement* $

Total Projected Revenues
MDRR projected a 0.74% increase in residential revenues at current rates for 2022 as compared to
revenue from 2020. MDRR sets commercial rates and has proposed a 9.00% increase to those rates.
MDRR projected recycled material sales to amount to $131,794 in 2022, which is a calculated average of
sales in 2019 and 2020. The total pre-based year rate adjustment revenue projected for 2022, including a
9.00% commercial rate increase, is 8.08% higher than 2020 reported revenues. These projected
increases in non-residential ratepayer revenues offset the needed amount of residential rate revenue
adjustment.
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Assessment
MDRR provided actual total revenues for years 2019 and 2020 in support of its projected revenues.
MDRR projects continued increases in number of accounts serviced and revenue. We assessed the
reasonableness of MDRR’s projected residential and commercial revenues and based on our
assessment we found MDRR’s revenue projections to be reasonable.

Adjustments
No adjustments.
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3. RATE ADJUSTMENT IMPLEMENTATION
In past practice, the base rate adjustment would go into full effect in the base rate year, with subsequent
years (until the next base rate adjustment) being subject to rate adjustments via the RRI as outlined in the
City’s franchise agreement. This base year, however, includes costs that are larger than historical
requests due to implementing SB 1383 and maintaining satisfactory operations, and as such MDRR has
proposed an alternative rate adjustment schedule that phases in the base adjustment over five (5) years.
MDRR presented this alternate as an option to spread out adjustment over several years, which is a
common strategy particularly when facing a large rate increase not unlike the City’s situation. A common
reason for phasing in a rate adjustment is to reduce negative perception by reducing the immediate
impact on ratepayers. Phasing in a large rate increase over time tends to reduce negative public
perception and stabilizes customer subscription migration.
Tables 2-5 below show four (4) scenarios outlining the rate differences in the adjustment methodologies
between a one-time base year rate increase and different phased-in approaches. The phased-in rates in
each scenario were designed based on the following criteria:
》
》
》
》

Scenario 1: Large increase in the first year (14.00%), followed by minimal adjustments (3.22%)
plus projected RRI increase in the following years.
Scenario 2: Minimal increase in the first year (3.00%) followed by equivalent adjustments
(8.34%) plus the projected RRI increase in the following years.
Scenario 3: Base year rate adjustment is evenly spread across rate years at 6.60%, plus the
projected RRI increase in the following years.
Scenario 4: Total annual adjustments (base year phase-in plus projected RRI) are equivalent
across all rate years at approximately 9.76% (depending on actual RRI values).

For each of these scenarios, the total 5-year projected revenue generation is approximately equal at
$105.9 million in total from 2022 through 2026, and inclusive of an assumed 5.15% RRI in 2023 and 2024
(inclusive of the Disposal Fee adjustments noted in this report) and 3.5% in 2025 and 2026. As noted
elsewhere in this report, the actual RRI values in future years may be higher as a result of inflation; for the
purpose of this analysis we used the historical ~3.5% RRI value.
Scenario 1
Table 2: Scenario 1 - One-Time Adjustment vs. Five-Year Phased Adjusment
Annual Revenue
Projected

One-Time Increase
Year

2022
2023
2024
2025
2026
Total

One
Increase

Projected RRI

21.55%

21.55%

0.00%
5.15%
5.15%
3.50%
3.50%
17.30%

Projected
Increase
21.55%
5.15%
5.15%
3.50%
3.50%
38.85%

$

15,885,039
19,308,821
20,303,225
21,348,841
22,096,051
22,869,412
105,926,351

Annual Revenue
Projected

Phase-in Increase
Phased
Increase
14.00%
3.22%
3.22%
3.22%
3.22%
26.88%

Projected Projected
RRI
Increase
0.00%
5.15%
5.15%
3.50%
3.50%
17.30%

14.00%
8.37%
8.37%
6.72%
6.72%
44.18%

$

15,885,039
18,108,945
19,624,664
21,267,248
22,696,407
24,221,606
105,918,869

As shown in Table 2, total five year revenue generation potential for a one-time increase in 2022 vs. a
five-year phased-in increase is nearly identical. In a one-time rate increase, the City’s residential
ratepayers would see an increase of 21.55% in 2022, followed by the normal projected RRI indexed rate
adjustment methodology in the following years. Years 2023 and 2024 have higher projected RRI
projections associated with the known tip fee increases at MDRR’s facility in the City of Pittsburg in those
years.
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As shown in Table 2 on the prior page, in the Scenario 1 phased-in approach, the City’s residential
ratepayers would see a 14.00% increase in 2022, followed by annual increases of 3.22% plus the RRI
adjustment (again, shown at an assumed 3.50% based on historical trends, but which will vary according
to the annual RRI calculation).
Scenario 2
Table 3: Scenario 2 - One-Time Adjustment vs. Five-Year Phased Adjusment
Annual Revenue
Projected

One-Time Increase
Year

One
Increase

2022
2023
2024
2025
2026
Total

Projected
Increase

Projected RRI

21.55%

0.00%
5.15%
5.15%
3.50%
3.50%
17.30%

21.55%

$

21.55%
5.15%
5.15%
3.50%
3.50%
38.85%

15,885,039
19,308,821
20,303,225
21,348,841
22,096,051
22,869,412
105,926,351

Annual Revenue
Projected

Phase-in Increase
Phased
Increase
3.00%
8.34%
8.34%
8.34%
8.34%
36.36%

Projected Projected
RRI
Increase
0.00%
5.15%
5.15%
3.50%
3.50%
17.30%

$

3.00%
13.49%
13.49%
11.84%
11.84%
53.66%

15,885,039
16,361,591
18,568,769
21,073,696
23,568,822
26,359,370
105,932,248

As shown in Table 3, Scenario 2 of the phased-in approach, the City’s residential ratepayers would see a
minimal 3.00% increase in 2022, followed by annual increases of 8.34% plus the RRI adjustment.
Scenario 3
Table 4: Scenario 3 - One-Time Adjustment vs. Five-Year Phased Adjusment
Annual Revenue
Projected

One-Time Increase
Year

2022
2023
2024
2025
2026
Total

One
Increase
21.55%

21.55%

Projected
RRI
0.00%
5.15%
5.15%
3.50%
3.50%
17.30%

Projected
Increase
21.55%
5.15%
5.15%
3.50%
3.50%
38.85%

$

15,885,039
19,308,821
20,303,225
21,348,841
22,096,051
22,869,412
105,926,351

Annual Revenue
Projected

Phase-in Increase
Phased
Increase
6.60%
6.60%
6.60%
6.60%
6.60%
33.00%

Projected Projected
RRI
Increase
0.00%
5.15%
5.15%
3.50%
3.50%
17.30%

6.60%
11.75%
11.75%
10.10%
10.10%
50.30%

$

15,885,039
16,933,452
18,923,133
21,146,601
23,282,407
25,633,930
105,919,523

As shown in Table 4, Scenario 3 of the phased-in approach, the City’s residential ratepayers would see
equal annual rate increases of 6.60%, plus the RRI adjustment.
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Scenario 4
Table 5: Scenario 4 - One-Time Adjustment vs. Five-Year Phased Adjusment
Annual Revenue
Projected

One-Time Increase
Year

2022
2023
2024
2025
2026
Total

One
Increase
21.55%

21.55%

Projected Projected
RRI
Increase
0.00%
5.15%
5.15%
3.50%
3.50%
17.30%

21.55%
5.15%
5.15%
3.50%
3.50%
38.85%

$

15,885,039
19,308,821
20,303,225
21,348,841
22,096,051
22,869,412
105,926,351

Annual Revenue
Projected

Phase-in Increase
Phased
Increase
9.76%
4.61%
4.61%
6.26%
6.26%
31.50%

Projected Projected
RRI
Increase
0.00%
5.15%
5.15%
3.50%
3.50%
17.30%

9.76%
9.76%
9.76%
9.76%
9.76%
48.80%

$

15,885,039
17,435,419
19,137,116
21,004,899
23,054,977
25,305,142
105,937,553

As shown in Table 5, Scenario 4 of the phased-in approach, the City’s residential ratepayers would see a
total increase (base-year adjustment plus RRI adjustment) of approximately 9.76% each of the five (5)
rate years.
Another aspect to consider in these scenarios is the projected rates after this 5-year period. In terms of
the phased-in approaches, Scenario 1 would result in the lowest total projected customer rates compared
to the other scenarios. Scenario 2 would result in the highest total projected customer rates.

One-Time Base Year Rate Adjustment
Benefits
》 At the end of five years, the monthly customer rate will be lower than in taking a phased-in
approach.
》 Simpler to implement and track.
Drawbacks
》 Large rate increase occurring in a single year.
》 Possible negative ratepayer perception and stronger opposition compared to a phased-in
approach.
》 May lead to abnormal subscription migration.

Five-Year Phase-In of Base Year Rate Adjustment
Benefits
》 Less likely to lead to abnormal subscription migration.
》 Likely less negative ratepayer perception and less opposition compared to a one-time increase.
Drawbacks
At the end of five years, the monthly customer rate will be higher than if implementing a one-time
increase.
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4. COMPARISON OF RATES
When setting new solid waste rates it is good practice to survey the rates of nearby communities to obtain
perspective on the industry average. The City’s rates remain competitive among the surveyed
jurisdictions below.
As shown in Table 6 below, the City’s current 32-gallon rate is approximately 13% lower than the
surveyed average. The 32-gallon container is projected to have approximately 39% of the City’s
customers subscribed to this level of service. The 64-gallon rate is ~30% lower than the surveyed
average accounting for roughly 34% of the City’s customer base, and the 96-gallon residential rate is
~41% lower than the surveyed average with 24% of the City’s customers subscribing. The 96-gallon
container is the least popular option among residential customers, however it is significantly lower in cost
than nearby communities. The remaining 3% of City customers are projected to have low income senior
citizen rates.
As for a phased-in approach, each of the four (4) scenarios are included in the table. The rate shown for
year scenario is associated only with the year one increase. These phased-in rates for 2022 (year one)
compare even more favorably to the average.
Table 6: Residential Solid Waste Rate Survey
Jurisdiction

Orinda
Kensington
Richmond
Hercules
Lafayette
San Ramon
Pinole
San Pablo
Concord (MDRR Proposed One-Time)
Oakley
Concord (R3 Adjusted) One-Time
Pittsburg
Danville
Concord (R3 Adjusted) Scenario 1 - Year 1
Concord (R3 Adjusted) Scenario 4 - Year 1
Antioch
Concord (R3 Adjusted) Scenario 3 - Year 1
Walnut Creek
Concord (R3 Adjusted) Scenario 2 - Year 1
Martinez
Concord (Current)
Pleasant Hill
Average without Concord
Concord's Current Rates Minus Average
% Difference

32 Gallon
$54.50
$49.04
$45.20
$41.67
$38.94
$42.05
$40.63
$35.06
$44.67
$41.69
$42.71
$46.38
$32.55
$40.06
$38.57
$31.92
$37.46
$26.74
$36.19
$38.80
$35.14
$31.66
$40.26
-$5.12
-13%

64 Gallon
$102.23
$98.03
$85.29
$73.61
$73.47
$72.54
$72.47
$67.87
$60.39
$58.29
$57.75
$55.89
$55.36
$54.16
$52.15
$51.52
$50.65
$50.51
$48.94
$47.68
$47.51
$42.77
$68.05
-$20.54
-30%

96 Gallon
$153.46
$147.07
$126.59
$106.56
$110.19
$115.53
$105.43
$101.73
$74.05
$66.13
$70.82
$62.75
$82.19
$66.42
$63.95
$60.51
$62.11
$75.43
$60.01
$90.84
$58.26
$63.61
$99.17
-$40.91
-41%

Differences in rates between jurisdictions are the result of multiple different factors including differences in
levels of service offerings. Nevertheless, one factor that helps to explain the City’s rate differences is the
types of rate structures used among communities. Several surveyed communities have nearly directly
linear rate structures, in which the cost of the container is directly proportional to the size. For each
incremental increase in disposal capacity, customers pay an equally associated increase in price, which
is known as a “Pay-As-You-Throw” (PAYT) rate structure. This type of rate structure typically results in
lower rates for the smallest cart and higher rates for the largest cart when compared to rates in other
jurisdictions. Additionally, jurisdictions are implementing SB 1383 on different schedules which affects
the rates in each jurisdiction differently depending on when programs were implemented. Furthermore,
some jurisdictions implemented SB 1383 while negotiating new contracts with haulers, which may have
provided unseen benefits to those jurisdictions and the respective rates.
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5. FINDINGS & RECOMMENDATIONS
Recommended Rate Adjustment

MDRR’s original 2022 Base Year Rate Application calculated a required increase in revenues for 2022 of
approximately $4,306,483, which equates to a rate increase of 27.11%. Based on our review we are
recommending adjustments that would result in a one-time rate increase of 21.55%. That is based on a
revised revenue increase requirement of approximately $3,423,782.
The difference between the adjusted rate adjustment and MDRR’s calculated rate adjustment is
due to the following:
》 Reduced the amount of profit-allowed tipping fees by $363,940 to account for profit on up to
$51/ton rather than the original $55/ton listed on the original rate application;
》 Reduced corporate overhead by $9,107, which is a result of overall reduction in allowable costs
(corporate overhead is limited to 3% of the other allowable cost;
》 Increased other and general administrative costs by $60,363 for the additional cost of a City halftime code enforcement officer;
》 Reduced operating profit by $34,743 resulting from the above adjustments;
》 Reduced pass-through tipping fees by $762,171 as a result of only including one year of tipping
fee adjustments (whereas the second and third years of tipping fee increases will be implemented
through the RRI process) while reducing the amount of profit-allowed tipping fees as explained
above;
》 Adjusted the calculation of franchise fees such that gross revenues include the franchise fees
received; and
》 Reduced franchise fees by $121,581 as a result of the above adjustments.
Table 7, below, shows the City’s monthly residential rate impact of the recommended 21.55% rate increase.
Table 6 on the prior page demonstrates the impact to the monthly residential rates via the 5-year phased-in
rate adjustment alternatives.
Table 7: Rate Adjustment for Single-Family Customers based on R3's Rate Application Revisions
Via One-Time Increase

Service
Level

Current
Rate

Rate
Adjustment

New
Rate

32 gallon

$35.14

$7.57

$42.71

64 gallon

$47.51

$10.42

$57.75

96 gallon

$58.26

$12.56

$70.82
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City of Concord

ATTACHMENT 1

Base Rate by Category

Financial Information
Actual Audited Prior
Year 2019

Current Year
Audited 2020

Projected Base Year 2022

Add'l
Operating
Costs

Incremental Base
Rate Change

CapEx ‐ Phase 1
SEG Shop

Incremental Base
Rate Change

Cost of
Recycling

Incremental Base
Rate Change

1383 Costs

Incremental Base
Rate Change

Section I ‐ Operating Costs
8.
9.
10.
11.
12
13.

Direct Labor
Tipping Fees (Profit Allowed up to $55 a ton)
Corporate Overhead
Office Salaries
Other General & Administrative Costs
Total Operating Costs

$

7,217,995 $

7,553,317 $

7,810,477

$

5,235,663
492,540
2,416,571
1,547,754
16,910,523 $

5,004,225
495,461
2,684,126
1,273,700
17,010,828 $

5,004,175
506,919
2,786,123
1,296,513
17,404,206.68 $

‐
‐

$

7,810,477

$

5,004,175
506,919
2,786,123
1,296,513
17,404,206.68

$

7,810,477 $

‐

$

5,004,175
506,919
2,786,123
1,296,513
17,404,206.68 $

‐
‐
‐
‐
‐

90.0%
1,933,801

90.0%
‐

$

7,810,477 $

83,473 $

7,893,950

$

5,004,175
506,919
2,786,123
1,296,513
17,404,206.68 $

‐
‐
‐
380,976
464,449 $

5,004,175
520,852
2,786,123
1,677,489
17,882,589.61

Section II ‐ Allowable Operating Profit
14.
15.

Operating Ratio
Allowable Operating Profit

$

90.0%
1,878,947

90.0%
1,890,092

90.0%
1,933,801

90.0%
‐

90.0%
1,933,801

90.0%
‐

90.0%
1,933,801

90.0%
51,605

90.0%
1,986,954

Section III ‐Pass Through Costs
16.
17.
18.
19.
20.

Trucking Charges
Regulatory Fees
Tipping Fees (Pass Through)

11,630,163 $
50,000
5,040,792
5,356,494
22,077,449

Residential and Commercial Franchise Fee
Total Pass Through Costs

12,532,772 $
50,000
5,101,775
5,333,957
23,018,505

13,383,149 $
50,000
5,379,795
5,954,195
24,767,139

743,497

14,126,646 $
50,000
5,379,795
6,070,232
25,626,674

116,037
859,535

‐
69,982
10,922
80,904

14,126,646 $
50,000
5,449,777
6,081,154
25,707,577

‐
‐
606,509
94,657
701,166

14,126,646 $ 142,517 $
50,000
‐
6,056,286
839,781
6,175,811
233,847
26,408,743
1,216,145

14,269,163
50,000
6,896,067
6,412,075
27,627,304

80,904 $

45,045,585 $

701,166 $

45,746,751 $ 1,732,200 $

47,478,950

$

‐
$
‐
324,298

Section IV ‐ Revenue Requirement
21.

Total Operating Costs (Line 11) plus Operating Profit

$

40,866,919 $

41,919,425 $

44,105,146 $

859,535 $

44,964,681 $

(Line 13) plus Total pass Through Costs (Line 18)

Section V ‐ Revenue without Rate Change in Base Year
Current
Rate/Month

Months

Projected Accounts

27.
28.

Residential Revenue
Residential Legacy Mini Can
Residential Legacy Senior Citizen
Residential Low Income Senior Citizen
Residential 32‐Gallon
Residential 64‐Gallon
Residential 96‐Gallon

29.
30.
31

Residential Revenue Sub‐total
Less: Allowance for Uncollectible Residential Acco
Total Residential Revenue (without Rate Change in Base Year)
$

14,922,823
‐
14,922,823 $

15,768,569 $
‐
$
15,768,569 $

32.

Commercial Revenue
Increase
Less: Allowance for Uncollectible
Commercial Accounts
Total Commercial Revenue

24,913,426

24,033,721

‐
24,913,426

‐
$
24,033,721
24,033,721 $
142,507 $
39,944,797 $

1,974,628 $

22.
23.
24.
25.
26.

33.
34.
35.
36.

$
$
$

28.86
‐
29.60

12
12
12

‐
‐
913

$
$
$

35.14
47.51
58.26

12
12
12

11,499
10,108
7,079

9.00%

$

Total Revenue (Lines 31 + 34 + 35)

$

24,913,426 $
121,081
39,957,329 $

Net Shortfall (Surplus)

$

909,589 $

Recycled Material Sales

Total
$

‐
‐
324,298

$

4,848,898
5,762,773
4,949,070

$

‐
‐
324,298
4,848,898
5,762,773
4,949,070

4,848,898
5,762,773
4,949,070

‐
‐
‐
‐
‐
‐

15,885,039
‐
15,885,039

$
$
$

15,885,039
‐
15,885,039

$
$
$

15,885,039 $
‐
15,885,039 $

‐

27,155,634

$

27,155,634.05

$

27,155,634.05 $

‐

$

27,155,634
131,794
43,172,467

$
$
$

‐

$

27,155,634
131,794
43,172,467

$

‐
$
‐
324,298
4,848,898
5,762,773
4,949,070

‐
‐
‐
‐
‐
‐

15,885,039 $
‐
15,885,039 $

‐

‐

$
$
$

‐

$

27,155,634.05 $

‐

$

$
$
$

27,155,634 $
131,794
43,172,467 $

‐

80,904 $

1,873,118 $

701,166 $

$

15,885,039 $
11.79%

‐
$
4.41%

‐

$
$
$

‐
‐
324,298
4,848,898
5,762,773
4,949,070

‐

$
$
$

15,885,039
‐
15,885,039

‐

$

27,155,634.05

‐
27,155,634 $
131,794
43,172,467 $

$

$
‐

‐

$
$
$

27,155,634
131,794
43,172,467

2,574,284 $ 1,732,200 $

4,306,483

‐

Section VI ‐ Net Shortfall (Surplus)
37.

932,679 $

859,535 $

1,792,214 $

Section VII ‐ Percent Change in Rates
38.
39.

Total Residential Revenue Prior to Rate Change
Percent Change in Existing Residential Rates (Line 37 ÷ 38)

$

15,885,039
5.87%

$
5.41%

15,885,039
11.28%

0.51%

15,885,039 $
16.21%

‐
$
10.90%

15,885,039
27.11%

Incremental Change

Fiscal Year: 2021
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City of Concord

ATTACHMENT 2

Base Rate by Category
133000

Financial Information
Actual Audited Prior
Year 2019

Current Year
Audited 2020

Add'l
Operating
Costs

Projected Base Year 2022

Incremental Base
Rate Change

CapEx ‐ Phase 1
SEG Shop

Incremental Base
Rate Change

Cost of Recycling

Incremental Base
Rate Change

1383 Costs

Incremental Base Rate Change

Section I ‐ Operating Costs
8.
9.
10.
11.
12
13.

Direct Labor
Tipping Fees (Profit Allowed up to $51 a ton)
Corporate Overhead
Office Salaries
Other General & Administrative Costs
Total Operating Costs

$

7,217,995 $

7,553,317 $

7,810,477

$

4,854,888
481,116
2,416,571
1,547,754
16,518,324 $

4,640,281
484,543
2,684,126
1,273,700
16,635,966 $

4,640,235
496,000
2,786,123
1,296,513
17,029,348.48 $

$

7,810,477

60,363
60,362.70 $

4,640,235
497,811
2,786,123
1,356,876
17,091,522.06

$

7,810,477 $

‐

$

4,640,235
497,811
2,786,123
1,356,876
17,091,522.06 $

‐
‐
‐
‐
‐

$

7,810,477 $

$

4,640,235
497,811
2,786,123
1,356,876 $
17,091,522.06 $

83,473 $

7,893,950

380,976
464,449 $

4,640,235
511,745
2,786,123
1,737,852
17,569,905.00

Section II ‐ Allowable Operating Profit
14.
15.

Operating Ratio
Allowable Operating Profit

$

90.0%
1,835,369

90.0%
1,848,441

90.0%
1,892,150

90.0%
6,707

90.0%
1,899,058

90.0%
‐

90.0%
1,899,058

90.0%
‐

90.0%
1,899,058

90.0%
51,605

90.0%
1,952,212

Section III ‐Pass Through Costs
16.
17.
18.
19.
20.

Trucking Charges
Regulatory Fees
Tipping Fees (Pass Through)

11,630,163 $
50,000
5,421,568
5,356,494
22,458,224

Residential and Commercial Franchise Fee
Total Pass Through Costs

12,532,772 $
50,000
5,465,719
5,333,957
23,382,448

13,383,149 $
50,000
5,628,471
5,928,001
24,989,621

743,497

14,126,646 $
50,000
5,628,471
6,054,506
25,859,624

126,505
870,002

‐
23,327
3,641
26,968

14,126,646 $
50,000
5,651,799
6,058,147
25,886,592

‐
‐
202,170
31,552
233,722

14,126,646 $
50,000
5,853,968
6,089,699
26,120,313

142,517 $
‐
279,927
146,471
568,915

14,269,163
50,000
6,133,895
6,290,494
26,743,552

26,968 $

44,875,159 $

233,722 $

45,108,881 $ 1,084,970 $

46,596,249

$

‐
$
‐
324,298

‐
$
‐
4,256

Section IV ‐ Revenue Requirement
21.

Total Operating Costs (Line 11) plus Operating Profit

$

40,811,918 $

41,866,855 $

43,911,120 $

956,537
937,072 $

0.17932969
44,848,192 $

(Line 13) plus Total pass Through Costs (Line 18)

Section V ‐ Revenue without Rate Change in Base Year
Current
Rate/Month

Months

Projected Accounts

27.
28.

Residential Revenue
Residential Legacy Mini Can
Residential Legacy Senior Citizen
Residential Low Income Senior Citizen
Residential 32‐Gallon
Residential 64‐Gallon
Residential 96‐Gallon

29.
30.
31

Residential Revenue Sub‐total
Less: Allowance for Uncollectible Residential Acco
Total Residential Revenue (without Rate Change in Base Year)
$

14,922,823
‐
14,922,823 $

15,768,569 $
‐
$
15,768,569 $

32.

Commercial Revenue
Increase
Less: Allowance for Uncollectible
Commercial Accounts
Total Commercial Revenue

24,913,426

24,033,721

‐
24,913,426

‐
$
24,033,721
24,033,721 $
142,507 $
39,944,797 $

1,922,058 $

22.
23.
24.
25.
26.

33.
34.
35.
36.

$
$
$

28.86
‐
29.60

12
12
12

‐
‐
913

$
$
$

35.14
47.51
58.26

12
12
12

11,499
10,108
7,079

9.00%

$

Total Revenue (Lines 31 + 34 + 35)

$

24,913,426 $
121,081
39,957,329 $

Net Shortfall (Surplus)

$

854,588 $

Recycled Material Sales

Total
$

‐
‐
324,298

0.030845637
0.388492854
0.341498024
0.239163485

$

4,848,898
5,762,773
4,949,070

$

‐
‐
324,298
4,848,898
5,762,773
4,949,070

4,848,898
5,762,773
4,949,070

15,885,039
‐
15,885,039

$
$
$

15,885,039
‐
15,885,039

$
$
$

15,885,039 $
‐
15,885,039 $

27,155,634

$

27,155,634.05

$

27,155,634.05 $

‐

$

27,155,634
131,794
43,172,467

$
$
$

‐

$

27,155,634
131,794
43,172,467

47,123
29,010
‐

‐

‐
‐

$

4,896,021
5,791,783
4,949,070

80,389 $
$
80,389 $

‐

‐
$
‐
328,554

$
$

$
$
$

27,155,634 $
131,794
43,172,467 $

‐

$
$
80,389 $

26,968 $

1,702,692 $

153,333 $

$

15,885,039 $
10.72%

80,389 $
1.47%

4,896,021
5,791,783
4,949,070

15,965,428
‐
15,885,039
27,155,634.05 $

‐

‐
27,155,634 $
131,794
43,172,467

‐
‐
328,554

$
$
$

15,965,428
‐
15,885,039

$

27,155,634.05

$
‐

‐

$
$
$

27,155,634
131,794
43,172,467

1,936,414 $ 1,084,970 $

3,423,782

Section VI ‐ Net Shortfall (Surplus)
37.

738,653 $

937,072 $

1,675,725 $

Section VII ‐ Percent Change in Rates
38.
39.

Total Residential Revenue Prior to Rate Change
Percent Change in Existing Residential Rates (Line 37 ÷ 38)

$

15,885,039
4.65%

$
5.90%

15,885,039
10.55%

0.17%

15,885,039 $
12.19%

‐
$
9.36%

15,885,039
21.55%

Incremental Change

Fiscal Year: 2021
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Attachment 2

AMENDMENT 1 TO RESTATED AND AMENDED
FRANCHISE AGREEMENT BETWEEN CITY OF CONCORD
AND CONCORD DISPOSAL SERVICE, DBA MOUNT DIABLO RESOURCE RECOVERYCONCORD
This Amendment #1 to Amended and Restated Solid Waste Franchise Agreement (this
“Amendment”) is entered into as of [_____], 2022 between the City of Concord (“City”) and
Concord Disposal Service, Inc., a California corporation dba Mount Diablo Resource RecoveryConcord (“Contractor” or “MDRR”).
WHEREAS, City and Contractor are parties to a franchise agreement dated April 15, 2019 (such
agreement as amended, the “Agreement”);
WHEREAS, on November 9, 2021, the City Council adopted Ordinance No. 21-6 entitled, "An
Ordinance Amending Concord Municipal Code Chapter 8.20 (Solid Waste)" in compliance with
Senate Bill 1383, the Short-lived Climate Pollutant: Organic Waste Methane Emissions Reduction
Act of 2016 (SB 1383);
WHEREAS, the parties wish to amend the Agreement to assist City in complying with the SB
1383 Regulations (as defined in Exhibit A to this Amendment); and
WHEREAS, City intends to implement a 3-container Organic Materials collection service as
contemplated by Section 18984.1 of the SB 1383 Regulations.
NOW, THEREFORE, the parties agree as follows:
1. Effective Date. This Amendment shall take effect July 1, 2022.
2. Definitions. For purposes of this Amendment, the terms set forth in Exhibit A, attached hereto
and incorporated herein, shall have the meanings given to them in such exhibit.
3. City Compliance Officer and Recycling Coordinator.
Section 13.a. of the Agreement shall be replaced in its entirety as follows: “(a) Recycling
Coordinator/Diversion Specialist. Contractor shall provide for the equivalent of one (1) full-time
Recycling Coordinator/Diversion Specialist dedicated to the City, which equates to a minimum of
2,080 hours per Contract Year. Contractor may use a subcontractor as approved by the City to
perform some or all the duties normally assigned to the Recycling Coordinator/Diversion
Specialist, which such approval shall not be unreasonably withheld. (b) City Compliance Officer.
Contractor shall provide monthly payments to City for the City’s use in funding a full-time
enforcement officer with duties of enforcing provisions of the franchise agreement with respect to:
(i) SB 1383 Enforcement: Site visits and enforcement of SB 1383 Regulations,
including issuance of Notices of Violation and other enforcement action as
allowed by the City’s municipal code.
(ii) Illegal Debris Box Enforcement. Issuance of Notices of Violation and other
enforcement action as allowed by the City’s municipal code.
(iii) Recycling Theft Prevention. Prevention of theft of Recyclables from customer
Containers.
1
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The remainder of Section 13 shall remain unmodified and in full force and effect.
4. Base Year Rate Adjustments.
Section 16.a. of the Agreement shall be replaced in its entirety as follows: “Base Year Rate
Adjustments. MDRR may submit detailed Base Year rate applications to the City no more
frequently than every five (5) years, with the next Base Year rate application being due by
September 1, 2026 for the rate year starting July 1, 2027. Review of the Base Year rate
application shall be in accordance with the Rate Setting Manual (Attachment A). The City shall
have 180 calendar days to review and approve or deny the Base Year rate application.
Nothing contained herein shall prevent the City, in its sole discretion, from reviewing and
considering adjustments to rates based on a Base Year rate application submitted by MDRR
prior to the schedule described herein.”
The remainder of Section 16 of the Agreement shall remain unmodified and in full force and
effect.
5. SB 1383 Requirements.
Section 40 shall be added to the Agreement as follows:
“(a) Three-Container Organic Materials Collection Services.
(i)
Phased Implementation. City and Contractor acknowledge that Contractor’s
Organic Materials Collection routes must be expanded to satisfy the requirements of the
SB 1383 Regulations. Beginning July 1, 2022 all new customers will be provided base
level of collection service including Recycling Container, Organics Container and
Garbage Container collection service. Between July 1, 2022 and December 31, 2023,
Contractor shall continue to expand its Organic Materials collection service to existing
customers within City. By January 1, 2024, Contractor shall provide Organic Materials
collection service to all of its customers within City who are subscribed to and pay for
Solid Waste collection service, unless (i) the customer is categorically exempted under
City’s municipal code from the requirement to subscribe for Organic Materials collection
service, (ii) the customer qualifies for and is granted a State- or City-issued waiver, or (iii)
the customer refuses service. Contractor will work with customers to appropriately size
collection containers such that source-separation of all materials is possible without any
overflow of material, and if any disputes arise or overages occur, the City will make the
final determination on proper container size.
(ii)
Residential Food Waste Service. Contractor shall provide Food Waste collection
in residential Organics Containers upon completion of the receiving facility that Contractor
plans to construct at the facility identified in Exhibit B, or December 31, 2024, whichever
is sooner. Contractor shall provide such outreach and education to residential customers
as necessary and required by City to ensure that residential customers are aware and
able to participate in the residential Food Waste program.
(iii)
Plastic Bags. Plastic bags, including compostable plastic bags, are not accepted
in the City’s Organic Materials collection program unless otherwise determined mutually
by City and Contractor.
(b) Container Colors.
2
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5.1. (i)
General Requirement. Contractor shall ensure that each Container that it newly
purchases after July 1, 2022 and provides to a customer serviced under the Agreement
conforms to the following color scheme: For collection of Garbage, carts shall be black,
and bin lids shall be black; For collection of Recyclables, carts shall be blue and bin lids
shall be blue; and for collection of Organic Materials, carts shall be green and bin lids
shall be green. In addition, Contractor shall ensure that all Containers it uses to provide
such services to customers serviced under the Agreement conform to such color scheme
by January 1, 2036. Hardware such as hinges and wheels may be any color.
(ii)
Specific Material Types. Paper products and printing and writing paper, each as
defined in the SB 1383 Regulations, may be placed in either the Recycling Container or
the Organics Container. Carpet and textiles may not be placed in either the Recycling
Container or the Organics Container.
(c) Container Labels.
(i)
General Requirement. Contractor shall ensure that each Container that it newly
purchases after July 1, 2022 and provides to a customer serviced under the Agreement
shall be labeled or imprinted with language and/or graphics that clearly indicates the
primary items accepted and the primary items that are Prohibited Container
Contaminants for that Container type. Contractor may comply with this section by using
model labeling provided by CalRecycle. All information on labels shall be provided in
English and Spanish.
(d) Route Reviews.
(i)
General Requirement. At least once annually, beginning in 2022, Contractor or its
approved designee shall conduct a Route Review for each Hauler Route. The number of
Containers to review per Hauler Route shall be calculated on the basis of the number of
garbage accounts provided service by a specific Hauler Route for one week. For
example, “Route A” collects garbage from 250 accounts, 4 days per week for a total of
1,000 accounts per week; include a minimum of 25 accounts for Route Review of “Route
A”. For each Route Review of a Hauler Route, Contractor shall inspect at least the
following minimum number of Containers, but may inspect more if Contractor deems
necessary; and shall inspect all Containers placed for collection (including Recycling
Containers, Organics Containers, and Garbage Containers). Each inspection shall
involve lifting the Container lid and observing the contents, but shall not require
Contractor to disturb the contents or open any bags. Contractor may select the
Containers to be inspected at random, or (if mutually agreed with City) by any other
method not prohibited under the SB 1383 Regulations. For the avoidance of doubt,
Contractor shall not be required to annually inspect every Container on a Hauler Route.
Contractor shall include the results of each Route Review in its next regularly scheduled
report to City, as required by Section 5(i) of this Amendment.
Route Size (# garbage accounts/ week)
Fewer than 1,500
1,500-3,999
4,000-6,999
7,000 or more

3

Minimum Number of Containers
25
30
35
40
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(ii)
Notice of Contamination. If Contractor observes Prohibited Container
Contaminants in a Container during a Route Review comprising ten percent or more of
observable Container volume, Contractor shall notify the customer of the violation in
writing. The written notice shall include information regarding the requirement to properly
separate materials into the appropriate Containers. The notice may be left on the
customer’s Container, gate, or door at the time the violation is discovered, and/or be
mailed, e-mailed, electronically messaged or delivered personally to the customer within
30 days. Contractor may dispose of the contents of any Container found to contain
Prohibited Container Contaminants and may charge a contamination fee not to exceed
the fee approved by the City. The notice shall be provided in English and Spanish.
(e) Compliance Reviews.
(i)
General Requirement. At least once annually, beginning in 2022, Contractor shall
review the records of its Commercial and Multi-Family customers in City that are
subscribed for at least two (2) cubic yards per week of combined Solid Waste, Organic
Materials and Recyclables service, to determine whether such customers are subscribed
for Organic Materials collection service or have an applicable waiver. Contractor shall
include the results of each Compliance Review in its next regularly scheduled report to
City, as required by Section 12 5(i) of this Amendment.
(ii)
Site Visit Requirement. Contractor shall conduct a site visit to each Commercial
and Multi-Family customer in City that is determined to (a) not be enrolled in 3-container
Organic Materials collection service, and (b) not be eligible for a waiver based on the City
determination. Contractor shall encourage those businesses to sign up for SB 1383
compliant Organics Materials service and provide educational material about the law’s
requirements, at least one time every 3 years. All Commercial and Multi-Family
customers in the City shall receive a site visit from Contractor to affirm proper sorting
procedures and sizing of containers at least one time every 5 years.
(f) Education & Outreach.
(i)
Prior to July 1, 2022, and annually thereafter, Contractor shall provide the following
to all its customers under the Agreement:
(ii)
Information on the customer’s requirements to properly separate materials
in appropriate Containers.
(iii)
Information on methods for: the prevention of Organic Materials generation,
recycling Organic Materials on-site, sending Organic Materials to community
composting, and any other local requirements regarding Organic Materials.
(iv)
Information regarding the methane reduction benefits of reducing the
landfill disposal of Organic Materials, and the methods of Organic Materials recovery
contemplated by the Agreement.
(v)

Information regarding how to recover Organic Materials.

(vi)
Information related to the public health and safety and environmental
impacts associated with the landfill disposal of Organic Materials.

4
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(vii)
The above information will be provided, at a minimum, through print and/or
electronic media, and may also be provided through workshops, meetings and/or onsite visits. All information that SB 1383 requires the City to distribute shall be posted
on Contractor’s website.
(viii)
Contractor shall provide an educational webpage which includes
downloadable copies of all the materials described in Section 8.1, as well as an
educational brochure to be provided by City for edible food recovery outreach.
(ix)
Educational materials provided pursuant to the above shall be translated
into Spanish.
(x)
Contractor shall provide educational materials to customers discovered to
be out of compliance with the requirements of the SB 1383 Regulations, and shall
report a list of such customers as well as actions taken to the City on a periodic basis
as required by City.
(xi)

All information and materials shall be provided in English and Spanish.

(g) Waivers. Contractor shall be responsible for the distribution, collection and evaluation of
waiver applications as appropriate and provide the City a recommendation to accept or deny
waiver requests. Contractor shall develop waiver application forms and shall provide them to
City for City approval prior to use. Contractor shall evaluate requests for exemption or waiver
from the Act’s requirements on the basis of physical space or de minimis generation and
provide the City periodic recommendations and supporting documentation to deny or approve
waivers, including a site visit and re-evaluation at least every five years as required by the SB
1383 Regulations.
(h) Edible Food Recovery. Contractor shall provide City with a list of Tier One commercial
edible food generators located in their jurisdiction by July 1, 2022 and annually thereafter.
Contractor shall provide City with a list of Tier Two commercial edible food generators located
within their jurisdiction by July 1, 2024 and annually thereafter. Upon request from Contractor,
City shall use reasonable efforts without incurring significant additional costs to cooperate and
consider methods for collecting information from customers and sharing such information with
Contractor in an effort to assist Contractor with identifying the Tier One and Tier Two
commercial edible food generators within the City.
(i) Reporting.
Beginning July 1, 2022, Contractor shall provide the following information to City annually,
by February 15 of the year following the reporting year:
(A)
8 above:

For information provided by Contractor pursuant to each of Sections 7 and Section
(i) Copies of all such information (including flyers, brochures, newsletters,
invoice messaging, website and social media postings, emails, and other
electronic messages).
(ii) The date the information was disseminated or the direct contact made. For
website and social media postings, this shall be the date posted.
5
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(iii) To whom the information was disseminated or the direct contact made. For
mass distributions such as mailings or bill inserts, Contractor may provide the
type and number of accounts receiving the information, rather than listing each
recipient individually.
(B)

For Route Reviews and Compliance Reviews:
(i) The date the review was conducted.
(ii) The name and title of each person conducting the review.
(iii) A list of the account names and addresses covered by the review.
(iv) For Route Reviews, a description of each Hauler Route reviewed, including
Contractor’s route number and a description of the Hauler Route area.
(v) For Route Reviews, the results of such review (i.e. the addresses where
any Prohibited Container Contaminants were found), and any photographs
taken.
(vi) For compliance reviews that Contractor performs pursuant to Section 5(e)
of this Amendment, the results of such review (i.e., Contractor’s findings as to
whether the customers reviewed are subscribed for Organic Materials
collection service, have an applicable waiver, or neither), and any relevant
evidence supporting such findings (e.g. account records).
(vii) Copies of any educational materials issued pursuant to such reviews.
(C)
Documentation relating to observed Prohibited Container Contaminants,
whether observed during Route Reviews or otherwise:
(i) Copies of the form of each notice issued to customers for Prohibited
Container Contaminants, as well as, for each such form, a list of the customers
to which such notice was issued, the date of issuance, the customer’s name
and service address, and the reason for issuance (if the form is used for
multiple reasons).
(ii) The number of times notices were issued to customers for Prohibited
Container Contaminants.
(iii) The number of Containers where the contents were disposed due to
observation of Prohibited Container Contaminants.
(D)
A description of Contractor’s process for determining the level of Container
contamination under the Agreement.
(E)
Reports to City on customers discovered to be out of compliance with the
SB 1383 Regulations, including a list of the customers, the type of violation (including
not donating edible food, not providing Containers for customer use, and other
compliance violations), actions taken to educate those customers, and contact

6
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information for those customers. Such reports shall be provided quarterly or as
required by City.
(F)
A list of all recommended waivers for that calendar year, including copies
of the waiver request form and other supporting documentation (may be provided
electronically or over a web page) in accordance with Section 9.
(G)
A list of the Tier One and Tier Two generators, as applicable, in accordance
with Section 10 of the Agreement.
(H)
Contractor shall report on all activities as required by CalRecycle in
advance of the City’s reports to CalRecycle on April 1, October 1, and August 1
annually thereafter as required.
(j) Procurement. City and Contractor hereby acknowledge a mutual intent to collaboratively
work to meet the SB 1383 Regulations’ Recovered Organic Waste Product Procurement
requirements. In addition to the compost giveaway activities currently underway, which consist
of donating approximately 17.42 tons of compost to the City during calendar year 2021 , City
and Contractor shall explore alternative compliance pathways including but not limited to
increasing the use of qualifying compost and mulch on City-owned and managed land,
leveraging the compost marketed by Contractor and affiliates to third parties as Direct Service
Providers, and increasing compost and mulch giveaways to residents and businesses located
within the City. Any costs incurred by MDRR under this subsection that are above the current
costs incurred by Contractor to provide the services as described in this Section 13 shall be
allowed to be recovered by MDRR as an “allowable cost” in the rate structure in accordance
with the policies of the Rate Setting Manual.
(k) Annual Meeting. City and Contractor shall meet at least once annually to informally review
SB 1383 implementation status and progress as well as Contractor’s revenues and expenses
for the prior year.
(l) Section 18988.1 and 18988.2 Compliance. Pursuant to SB 1383, the Agreement, and this
Amendment, Contractor is responsible for (among other things) compliance with the related
sections of SB 1383, including delivery of all Solid Waste to properly permitted disposal
facilities, transfer stations, recyclable materials processing facilities, organics processing
facilities, and C&D processing facilities as listed in Exhibit B. The list may be amended from
time to time by Contractor, subject to City approval of the amended list. City hereby approves
delivery of Organic Materials to such facility(ies). Contractor shall comply with its obligations
under this Amendment and the obligations that by operation of law are imposed upon it directly
pursuant to Chapter 12 of the SB 1383 Regulations. In the event of Contractor’s failure to
comply with this provision, City shall have the right to pursue any and all remedies available:
under the Concord Municipal Code including Chapter 1.05 (General Provisions) and/or
Chapter 8.20 (Solid Waste) and Contractor shall be considered a “solid waste generator” for
purposes of enforcement thereunder); under the Agreement (including declaring a Contractor
default thereunder); at law; and/or in equity. To the extent City is subjected to fines and/or
penalties for SB 1383 non-compliance relating to Contractor’s violation of SB 1393 or breach
of this subsection, breach of this Amendment, or breach of the Agreement, Contractor shall
reimburse City within 30 days of receipt of City’s invoice therefor.”
6. Future Changes. The parties acknowledge that future changes to this Amendment or the
Agreement may be desirable to assist the parties with their respective compliance obligations
7
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under the SB 1383 Regulations or subsequent amendments thereto or interpretations thereof.
The parties agree to negotiate any such proposed changes in good faith. The foregoing shall
not be deemed to limit either party’s rights or remedies under the Agreement.
7. Miscellaneous. In the event of any conflict between this Amendment and the Agreement, this
Amendment shall govern. Section headings in this Amendment are for convenience only and
shall not be used in the interpretation of this Amendment. This Amendment may be executed
in counterparts and/or by electronic signature (e.g. DocuSign). As used in this Amendment,
“including” and its variants mean “including without limitation.” All Parties have been
represented by counsel in the preparation and negotiation of this Agreement, and this
Agreement shall be construed according to the fair meaning of its language. The rule of
construction to the effect that ambiguities are to be resolved against the drafting party shall
not be employed in interpreting this Agreement. Unless the context clearly requires otherwise:
(a) the plural and singular numbers shall each be deemed to include the other; (b) the
masculine, feminine, and neuter genders shall each be deemed to include the others; (c)
“shall,” “will,” or “agrees” are mandatory, and “may” is permissive; (d) “or” is not exclusive; and
(e) “includes” and “including” are not limiting
[Remainder of this page intentionally left blank]
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IN WITNESS WHEREOF, this Amendment is entered into as of the date first written above.

Concord Disposal Service, Inc.,
a California corporation dba Mount Diablo
Resource Recovery-Concord

City of Concord,
a California municipal corporation
By:
Name:
Title:
Date:____________________________

By:
Name:
Title:
Date:____________________________

APPROVED AS TO FORM:
________________________________
City Counsel
ATTEST:
________________________________
City Clerk
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Exhibit A
DEFINITIONS
“Act” means the California Integrated Waste Management Act of 1989 (sometimes referred to as
CIWMA or “AB 939”), Public Resources Code § 40000 and following as it may be amended,
including but not limited to, the Jobs and Recycling Act of 2011 (AB 341), SB 1016 (Chapter 343,
Statutes of 2008 [Wiggins, SB 1016]), the Mandatory Commercial Organics Recycling Act of 2014
(AB 1826), and the Short-Lived Climate Pollutants Bill of 2016 (SB 1383), and as implemented
by the regulations of CalRecycle.
“Recycling Container” means a Container for the collection of Recyclables as defined in the
Agreement.
“Container” means any Cart, Bin or Debris Box.
“Food Waste” means food scraps and trimmings from food preparation, including but not limited
to: meat, fish and dairy waste, fruit and vegetable waste, grain waste, and acceptable food
packaging such items as pizza boxes, paper towels, waxed cardboard and food contaminated
paper products.
“Garbage Container” means a Container for the collection of Garbage, which does not include
Organic Materials or Recyclables as defined in the Agreement.
“Organics Container” means a Container for the collection of Organic Materials.
“Hauler Route” means the designated weekly itinerary or sequence of stops scheduled to be
performed by one collection vehicle providing regularly scheduled Solid Waste, Recyclables, or
Organic Materials collection services (not on-call or Bulky Item/Abandoned Waste) within the
Contractor’s collection service area under the Agreement.
“Organic Materials” means wastes comprising material originated from living organisms and their
metabolic waste products, including food, green material, landscape and pruning waste, clean
unpainted/untreated wood (with no nails, wire, etc.), paper products, and printing and writing
paper, but excluding textiles and carpets, manure, biosolids, digestate, sludges, non-compostable
paper, Construction & Demolition Debris, and Hazardous Waste. No material shall be considered
Organic Materials unless it has been segregated by the customer for separate collection.
“Prohibited Container Contaminants” means any of the following:
(a) Non-Organic Materials placed in the Organics Container, including but not limited to
textiles and carpets, manure, biosolids, digestate, sludges, non-compostable paper,
Construction & Demolition Debris, and Hazardous Waste;
(b) Organic Materials placed in the Garbage Container that is specifically identified under
the Agreement for collection in the Organics Container or Recycling Container;
(c) Organic Materials placed in the Recycling Container that is specifically identified under
the Agreement for collection in the Organics Container. Paper products and printing and
writing paper may be considered acceptable and not considered Prohibited Container
Contaminants if they are placed in the Recycling Container.
10
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“Route Review” means a visual inspection of Containers along a Hauler Route for the purpose of
identifying Prohibited Container Contaminants, which may include mechanical inspection
methods such as use of cameras.
“SB 1383 Regulations” means the Short-lived Climate Pollutants (SLCP): Organic Waste
Reductions regulations adopted by the California Department of Resources Recycling and
Recovery (“CalRecycle”) in 2020.
For purposes of this Amendment, the following terms (whether or not capitalized) shall have the
meanings given to them in the SB 1383 Regulations, unless the context indicates a different
meaning was intended: biosolids, digestate, food, non-compostable paper, paper products,
printing and writing paper, sludges.
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Exhibit B
FACILITIES
Pittsburg Transfer Station
1300 Loveridge Rd, Pittsburg, CA 94565
Recology Blossom Valley
3909 Gaffery Road, Vernalis, CA 95385
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2022 Base Year
Rate Adjustment

Third-Party Review of MDRR’s
Rate Application
March 23, 2022
Concord Infrastructure and Finance Committee
Presented by Garth Schultz
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AGENDA
1. Rate Adjustment Background
2. Rate Review Outcomes
3. Factors Affecting Rate Increases
4. 5-Year Rate Adjustment Options
5. Comparison to Other Communities
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Rate Adjustment Background


Annual Rate Adjustment Process is
Governed by the City’s Rate Manual
Periodic Base Year Rate Adjustments (every 6 years)
⎻ Indexed “RRI” Rate Adjustments (annual between Base Years)
⎻ Special Extraordinary Adjustments (if requested)
⎻



Base Year Rate Adjustment
The last Base Year rate adjustment was completed in 2016
⎻ Expenses for the coming rate year are projected based on actual
expenses in prior years plus projected changes
⎻ Revenues prior to rate adjustments are based on current rates
and subscription levels
⎻ The difference between projected expenses and projected
revenues at current rates yields a revenue shortfall (or surplus)
⎻ Shortfall divided by current revenues yields percentage increase
⎻
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Rate Adjustment Background



Unique circumstances related to COVID-19
During the pandemic, there was a significant increase in unpaid
accounts across residential, multi-family, commercial, & roll off
revenue ($1,004,964 / 1,436 accounts)
⎻ Although customary and allowed by the Rate Manual, this uncollected revenue is not in MDRR’s Base Rate request
⎻ Over the past 2-years and through the pandemic, MDRR did not
apply for RRI’s and held rates flat
⎻ MDRR’s Base Rate request uses pre-pandemic commercial
revenue numbers thus helping to lower the overall residential
revenue requirement
⎻
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Rate Review Outcomes



MDRR’s Original Base Year Rate Adjustment
⎻



Proposed one-time increase of 27.11%

R3 Adjusted Base Year Rate Adjustment
Recommended one-time increase of 21.55%
⎻ Findings reviewed and agreed to by MDRR
⎻ Adjustments included:
• Decreased corporate overhead costs (-$9,100)
• Decreased tipping fee costs (-$762,000)
• Increased costs for code enforcement ($60,300)
• Increased costs for debris box / clean-ups ($330,500)
• Decreased profit ($398,000)
• Decreased franchise fees (-$121,000)
⎻ Net overall reduction in 2022 revenue need of $900,000
⎻
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Factors Affecting Rate Increases



21.55% one-time rate increase includes
⎻
⎻

⎻
⎻

0.49% for an additional half-time code enforcement officer
1.47% to reduce and replace prior temporary Recycling Surcharge
2.08% for additional debris boxes for City clean-up events
4.65% for changing operating expenses, and reflective of no rate
adjustment since 2019

Unfunded State Mandates:
⎻
⎻

5.58% for compliance with California Air Resource Board (CARB)
regulations and normal container replacement
7.28% for SB 1383 implementation, which includes:
• Higher tipping fees
• Additional organics collection routes
• New color-compliant carts, lids and labels
• New residential and multi-family food scrap pails
• New outreach and education activities
• Contamination audits and others new services
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Factors Affecting Rate Increases

0.49%
1.47%

Additional 1/2 Time Code
Enforcement Officer

2.08%

7.28%

Reduce and Replace
Recycling Surcharge
Additional Debris Boxes
for Clean-up Events

4.65%

Changing Operating
Expenses Since 2019
CARB Compliance and
Container Replacement
SB 1383 Implementation

5.58%
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5-Year Rate Adjustment Options



MDRR is willing to implement the rate
adjustment over 5 years
Staff, R3 and MDRR developed four scenarios for phased-in
increases
⎻ All scenarios achieve same rate revenue generation over the
5-year period
⎻ Staff requests that I&F Committee select and recommend a
scenario to the Council
⎻ Selected scenario will be used for the purposes of Council
Public Hearing
⎻
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5-Year Rate Adjustment Options




5-Year Options for 2023 to 2026 are in
addition to annual RRI adjustments
RRI in future years will be higher than
normal
Historical RRI has been approximately 3.5%
⎻ RRI for 2023 and 2024 will include known Pittsburg-approved
3-year increases in tipping fees – estimated increase of
1.65% above base RRI (e.g., 5.15%)
⎻ RRI in coming years may be higher due to inflation
⎻ Estimates in following slide based on 2023-2024 RRI of
5.15% and 2025-2026 RRI at 3.5% (which may be low)
⎻



RRI capped at 7% per Rate Manual
Combined effects of tipping fee increase plus inflation may
result in calculated RRI’s over 7%
⎻ MDRR may request special extraordinary rate adjustment if
Page 47 of 54
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5-Year Rate Adjustment Options



Scenario 1 | Highest increase in 2022
14% increase in 2022 followed by four years of RRI plus 3.22%
⎻ 2023 and 2024 estimated at 8.37%
⎻ 2025 and 2026 estimated at 6.72%
⎻

Annual Revenue
Projected

One-Time Increase
Year

One
Increase

Projected RRI

Projected
Increase

$

15,885,039

Annual Revenue
Projected

Phase-in Increase
Phased
Increase

Projected
RRI

Projected
Increase

$

15,885,039

2022
2023
2024
2025
2026

21.55%

0.00%
5.15%
5.15%
3.50%
3.50%

21.55%
5.15%
5.15%
3.50%
3.50%

19,308,821
20,303,226
21,348,842
22,096,051
22,869,413

14.00%
3.22%
3.22%
3.22%
3.22%

0.00%
5.15%
5.15%
3.50%
3.50%

14.00%
8.37%
8.37%
6.72%
6.72%

18,108,945
19,624,664
21,267,248
22,696,407
24,221,606

Total

21.55%

17.30%

38.85%

105,926,353

26.88%

17.30%

44.18%

105,918,869
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5-Year Rate Adjustment Options



Scenario 2 | Lowest increase in 2022
3% increase in 2022 followed by four years of RRI plus 8.34%
⎻ 2023 and 2024 estimated at 13.49%
⎻ 2025 and 2026 estimated at 11.84%
⎻

Annual Revenue
Projected

One-Time Increase
Year

One
Increase

Projected RRI

Projected
Increase

$

15,885,039

Annual Revenue
Projected

Phase-in Increase
Phased
Increase

Projected
RRI

Projected
Increase

$

15,885,039

2022
2023
2024
2025
2026

21.55%

0.00%
5.15%
5.15%
3.50%
3.50%

21.55%
5.15%
5.15%
3.50%
3.50%

19,308,821
20,303,226
21,348,842
22,096,051
22,869,413

3.00%
8.34%
8.34%
8.34%
8.34%

0.00%
5.15%
5.15%
3.50%
3.50%

3.00%
13.49%
13.49%
11.84%
11.84%

16,361,591
18,568,769
21,073,696
23,568,822
26,359,370

Total

21.55%

17.30%

38.85%

105,926,353

36.36%

17.30%

53.66%

105,932,248
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5-Year Rate Adjustment Options



Scenario 3 | Even Spread (Before RRI)
6.6% increase in 2022 followed by four years of RRI plus 6.6%
⎻ 2023 and 2024 estimated at 11.75%
⎻ 2025 and 2026 estimated at 10.10%
⎻

Annual Revenue
Projected

One-Time Increase
Year

2022

One
Increase

Projected
Increase

$

15,885,039

Phased
Increase

Projected Projected
RRI
Increase

$

15,885,039

0.00%

21.55%

19,308,821

6.60%

0.00%

6.60%

16,933,452

2023

5.15%

5.15%

20,303,226

6.60%

5.15%

11.75%

18,923,133

2024

5.15%

5.15%

21,348,842

6.60%

5.15%

11.75%

21,146,601

2025

3.50%

3.50%

22,096,051

6.60%

3.50%

10.10%

23,282,407

2026

3.50%

3.50%

22,869,413

6.60%

3.50%

10.10%

25,633,930

17.30%

38.85%

105,926,353

33.00%

17.30%

50.30%

105,919,523

Total

21.55%

Projected
RRI

Annual Revenue
Projected

Phase-in Increase

21.55%
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5-Year Rate Adjustment Options



Scenario 4 | Even Spread (After RRI)
9.76% increase in 2022 followed by RRI plus 4.61% in 2023 and
2024 and RRI plus 6.26% in 2025 and 2026
⎻ All years estimated at 9.76%
⎻

Annual Revenue
Projected

One-Time Increase
Year

One
Increase

Projected
RRI

Projected
Increase

$

15,885,039

Annual Revenue
Projected

Phase-in Increase
Phased
Increase

Projected
RRI

Projected
Increase

$

15,885,039

2022
2023
2024
2025
2026

21.55%

0.00%
5.15%
5.15%
3.50%
3.50%

21.55%
5.15%
5.15%
3.50%
3.50%

19,308,821
20,303,226
21,348,842
22,096,051
22,869,413

9.76%
4.61%
4.61%
6.26%
6.26%

0.00%
5.15%
5.15%
3.50%
3.50%

9.76%
9.76%
9.76%
9.76%
9.76%

17,435,419
19,137,116
21,004,899
23,054,977
25,305,142

Total

21.55%

17.30%

38.85%

105,926,353

31.50%

17.30%

48.80%

105,937,553
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5-Year Rate Adjustment Options



Scenario 1 | Highest increase in 2022
14% increase in 2022 followed by four years of RRI plus 3.22%
⎻ 2023 and 2024 estimated at 8.37%
⎻ 2025 and 2026 estimated at 6.72%
⎻



Scenario 2 | Lowest increase in 2022
3% increase in 2022 followed by four years of RRI plus 8.34%
⎻ 2023 and 2024 estimated at 13.49%
⎻ 2025 and 2026 estimated at 11.84%
⎻



Scenario 3 | Even Spread (Before RRI)
6.6% increase in 2022 followed by four years of RRI plus 6.6%
⎻ 2023 and 2024 estimated at 11.75%
⎻ 2025 and 2026 estimated at 10.10%
⎻



Scenario 4 | Even Spread (After RRI)
9.76% increase in 2022 followed by RRI plus 4.61% in 2023 and
2024 and RRI plus 6.26% in 2025 and 2026
Page 52 of 54
⎻ All years estimated at 9.76%
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Comparison to Other Communities


R3 compared Concord’s current rates to
other cities
⎻



Antioch, Danville, Hercules, Kensington, Lafayette, Martinez, Orinda, Oakley,
Pinole, Pittsburg, Pleasant Hill, Richmond, San Pablo, San Ramon and
Walnut Creek

Concord’s current residential rates are well
below average
⎻

⎻
⎻

32-gallon monthly rate is ~$5 or 13% below average (39% of
customers)
64-gallon monthly rate is ~$20 or 30% below average (34% of
customers)
96-gallon monthly rate is ~$41 or 41% below average (24% of
customers)



Concord’s residential rates via any 5-year Option will remain
below current averages



Commercial rates are not regulated by City but also are
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Comparison to Other Communities

64-Gallon Residential Monthly Rates
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$68.05

$80
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$50.65
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