
RESOLUTION NO. 2016-75 

 

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MARINA 

APPROVING MAXIMUM RATES TO BE CHARGED BY GREENWASTE RECOVERY 

EFFECTIVE JULY 1, 2016 FOR COLLECTION OF FRANCHISED SOLID WASTE, 

RECYCLING, AND ORGANICS. 

 

WHEREAS, the City of Marina entered into a franchise agreement with GreenWaste Recovery 

(GWR) on August 19, 2014 for solid waste, recycling, and organics collection services for the period 

of August 1, 2015 through July 31, 2030; and; 

 

WHEREAS, Section 8.2 of the Franchise Agreement describes the process for an automatic 

annual adjustment to maximum customer rates on July 1 of each year, based on agreed upon cost 

indices, changes in tipping fees as the Monterey Regional Waste Management District, and the 

actual tonnage for materials collected by GWR: and, 

 

WHEREAS, the application of the formulas required by the Franchise Agreement results in different 

rate increases for each and every service level and category; and, 

 

WHEREAS, consistent with the provisions of Section 8.2C of the franchise agreement, both the City and 

GWR have agreed on an alternative approach that adjusts rates by the same percentage for all customers 

within each sector of customers, thereby preserving the current relationship and structure of the rates within 

each sector to one another; and, 

 

WHEREAS, City staff has reviewed GWR’s calculation of the rate adjustments and finds the 

calculations to be accurate and consistent with the methodology and requirements of the 

franchise agreement; and, 

 

NOW, THEREFORE, BE IT RESOLVED, that the City Council of the City of Marina hereby 

resolves to approve an 1.5% increase to all single family residential maximum rates; an 3.6% 

adjustment to all commercial solid waste, recycling, and organics maximum rates; and, an 2.8% 

adjustment to all roll-off maximum rates authorized to be charged by GWR under the Franchise 

Agreement, effective July 1, 2016.  

PASSED AND ADOPTED, by the City Council of the City of Marina at a regular meeting duly 

held on the 24th day of May, 2016, by the following vote: 

 

AYES:  COUNCIL MEMBERS: Amadeo, Morton, O’Connell, Delgado 

NOES: COUNCIL MEMBERS: None 

ABSENT:  COUNCIL MEMBERS: Brown 

ABSTAIN: COUNCIL MEMBERS:  None 

 

 

      

Bruce C. Delgado, Mayor 

ATTEST: 

 

 

      

Anita Sharp, Deputy City Clerk 
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May 14, 2016 Item No. 5a 

 

Honorable Mayor and Members City Council Meeting  

of the Marina City Council of May 24, 2016 

 

 

CITY COUNCIL CONSIDER ADOPTING RESOLUTION NO. 2016-, 

AMENDING THE RATE ADJUSTMENT CALCULATION OF THE 

FRANCHISE AGREEMENT WITH GREENWASTE RECOVERY 

UTILIZING A SECTOR SPECIFIC UNIFORM PERCENTAGE 

ADJUSTMENT IN LIEU OF THE MULTI-INDEX CALCULATION. 

 

REQUEST: 

It is requested that the City Council consider: 

 

1. Adopting Resolution No. 2016- amending the rate adjustment calculation of the franchise 

agreement with GreenWaste Recovery utilizing a sector specific uniform percentage 

adjustment in lieu of the multi-index calculation. 

 

BACKGROUND: 

On August 19, 2014 the City Council adopted Resolution No. 2014-98 and entered into a new 

exclusive 15 year Franchise Agreement with GreenWaste Recovery (GRW) to provide solid 

waste, recycling, and organics collection services for the City of Marina.  The Agreement 

provides for automatic annual rate adjustments for GWR’s services calculated following either a 

multi-index rate adjustment methodology or a cost-based rate adjustment methodology described 

in (“EXHIBIT A”).   

 

The cost-based adjustment involves an extensive and detailed review of GWR’s actual cost of 

operations, changes in inflation, the number of customers, and the service level provided and 

comparing this to actual gross receipts collected to determine GWR’s compensation for the 

current rate period and to forecast the future rates.  The cost to perform this review is estimated 

at $50,000 - $100,000 (which cost would be passed onto the rate payer) and was anticipated to be 

conducted after the first three to five years into the contract. 

 

The rate adjustment for the 2016/2017 fiscal year was conducted using the multi-index 

methodology.  The Agreement stipulates that the City of Marina shall make a good faith effort to 

approve the accuracy of the calculated rates by June 1 of each year, and such rates shall be 

effective on each subsequent July 1.  This allows noticing all customers of rate increases.  If rates 

are not effective by July 1 due to a delay caused solely by the City of Marina, GWR may 

retroactively bill customers for the amount of the rate increase. 

 

Multi-index Rate Adjustment Methodology 

Each service level rate in the Franchise Agreement rate schedule is comprised of an operating 

component, disposal/processing component and a fee component. The annual rate adjustment 

consists of adjusting each of the rate components as follows: 

Operating Component Factor:  

 Labor Component: Labor costs from the prior year are adjusted by the annual 

percentage change in the Employment Cost Index (ECI) 

 Fuel Component: Fuel costs from the prior year are adjusted by the actual volume of 

fuel purchased in the prior year and the annual percentage change in the Fuel Index  

 Other Component: Non labor/fuel related costs from the prior year are adjusted by the 



annual percentage change of the Consumer Price Index (CPI)   

 

Disposal/Processing Component: This component is automatically adjusted as a direct pass-

through based on MRWMD fees and the City’s prior year’s tonnages by material type. GWR 

credits $40.00/ton for recyclable materials, therefore the Recyclable Materials processing credit 

adjusts annually based on the prior year’s tonnage, with no change to the per ton rate.  

The disposal and processing component(s) are based on the difference between the City’s actual 

tonnage by material type and what was proposed by GWR in their initial proposal to the City. 

The disposal and processing components also consider the tipping fee charged by the Monterey 

Regional Waste Management District, however no tipping fee changes have occurred, nor are 

any proposed for the upcoming year. The following table describes the changes in the City’s 

tonnage for each material type. 

Fee Component: This component is a direct pass through of Franchise fees, calculated as a 

percent of the total rate by service level.  

ANALYSIS: 

Prior to April 1, 2016 GWR provided the City, by way of HF&H Consultants (who represents 

the City), with the annual rate adjustment calculation following the multi-indexed based 

methodology.  This methodology results in each service level rate adjusting independently based 

on its rate components.  The methodology was developed and implemented in the Franchise 

Agreement as a way to minimize and/or eliminate rate subsidization. 

 

Despite the well-intended methodology of the multi-indexed approach, it created a problem from 

a practical standpoint by adjusting each service level rate by a different percentage.  There are 

five different rate categories (Residential, Commercial Solid Waste, Commercial Recycle, 

Commercial Organics and Roll-off) and a total of 158 rates within these give categories.  

“EXHIBIT B” is the current rate schedule approved with the Franchise Agreement. 

 

The proposed rate increase fluctuated between 0.6 % to 4.2%.  The adjustment of each rate 

independently would have modified the relationship of each rate category to other rate 

categories, potentially impacting certain rate incentives designed into the initial rate structure to 

encourage conservation, and presents other obstacles, such as: 

 

 Difficulty explaining to ratepayers and the general public why each service level adjusted 

by a different percentage. 

 Difficulty providing notice to ratepayers of the rate adjustment as each service level’s 

previous rate, percentage adjustment and new rate would need to be included within the 

notice. 

 Unstable economic savings year-over-year from changes in service, wherein a customer 

may have right-sized their services to the least expensive combination of services to 

reduce their overall bill that may no longer be the least expensive combination following 

a rate adjustment. 

 

To resolve this issue, the City requested that HF&H review an alternative rate adjustment 

calculation methodology which would provide a common percentage for all customers combined 

or would provide a sector based percentage adjustment within a given sector: residential, 

commercial, and roll-off.  This approach results in residential, commercial, and roll-off 

customers each receiving a different percentage adjustment based on their share of the overall 

business within the City.  “EXHIBIT C” is an executive summary from HF&H reporting the 

findings of these two approaches. 

The following table illustrates the adjustment percentage from the three different approaches: 



 

 Current Contract 

Percentage 

Sector Weighted 

Average 

Common Weighted 

Average 

Residential 0.6 – 2.8% 1.5% 3.0% 

Commercial  

Solid Waste 

3.9 – 4.2% 3.6% 3.0% 

Commercial 

Recycling 

1-1.8% 3.6% 3.0% 

Commercial  

Organics 

1.7 – 2.7% 3.6% 3.0% 

Roll-off 3.5% 2.8% 3.0% 

 

The common 3.0% single adjustment would apply to all rates across the entire rate base, 

regardless of their share of the overall service.  This alternative would result in increasing sector-

to-sector subsidies. 

 

Staff is recommending the sector based adjustment be used for calculating rates for 2016/2017 

and at a later date an actual amendment to the Franchise Agreement will be brought back to the 

Council for approval. 

 

Exhibit A – Exhibit E of Franchise Agreement providing Rate Adjustment Methodology 

Exhibit B – Exhibit G3 of Franchise Agreement providing initial approved rates 

Exhibit C – Letter from HF&H providing alternate rate adjustment methodology 

 

FISCAL IMPACT: 

The FY2016/2017 proposed rate adjustment would have no effect on City expenses, as this is a 

cost to the rate payers.  The Franchise Agreement has a 15% franchise fee of gross receipt.  Any 

rate increase provides a corresponding increase in franchise fee revenue. 

 

CONCLUSION: 
This request is submitted for City Council consideration and possible action. 

 

Respectfully submitted, 

 

 

____________________________ 

Layne Long 

City Manager 

City of Marina 

 

 

 

 

 

 

   




