
STAFF REPORT

Approved and Forwarded to the City Council

DATE: March 22, 2022

TO: Joshua McMurray, City Manager

FROM: Tim Przybyla, CPA, Finance Director

SUBJECT: Consideration of an Application to Increase Residential Solid Waste 
Collection Rates, Pursuant to the Franchise Agreement between the 
City of Oakley and Oakley Disposal Services, Inc., DBA Mt. Diablo 
Resource Recovery-Oakley (MDRR)

Background and Analysis

Garbage, recycling, and green waste collection services are provided to Oakley 
residents and businesses through an exclusive Franchise Agreement with Oakley 
Disposal Service, Inc., DBA Mt. Diablo Resource Recovery-Oakley (MDRR).  The 
Agreement allows MDRR to adjust refuse rates annually by the Refuse Rate Index 
(RRI).  The RRI, as defined in the Agreement, is the sum of the products of the 
weighted averages of the approved cost categories multiplied by the increase in 
the index or contractual price for each.  Additionally, and per the Agreement, 
MDRR shall periodically (approximately every four or five years) submit a complete
and comprehensive base rate review request so the rates in effect can be adjusted 
to reflect the actual operational costs of MDRR more accurately.  A comprehensive 
base rate review is also the process of incorporating new services and
requirements resulting from new laws and regulations that are not presently
contemplated in either the current Agreement or the current rates.  

Senate Bill (SB) 1383, Short-lived Climate Pollutants Reduction, as enacted in 2017 
(Lara, Chapter 395, Statutes of 2016), establishes targets to reduce the statewide 
disposal of organics by 75% by 2025 (using 2014 disposal numbers as a baseline).  
SB 1383 is the most significant waste reduction mandate adopted in California in the 
last thirty years.  It requires that each jurisdiction redefine and develop methods for 
managing, tracking, regulating, procuring organics, and more.  

Due to the increased services required for SB 1383 compliance and other customary
operational cost increases, MDRR submitted a comprehensive refuse, recycling, and 
organics collection base rate application and supplemental information to the City on 
November 12, 2021.  



Per the terms of the Agreement with the City, this base year review starts off in a 
relatively good position with a necessary adjustment of only ~$105,865 and
representing what would otherwise only be an approximate 1.42% upward adjustment 
to the residential rates.  During the pandemic, the City asked MDRR not to apply for 
customary RRI adjustments and to hold rates flat, which MDRR agreed.  In addition, it 
is customary for base rate applications to usually have a line item for un-collected 
revenue from past due and unpaid accounts.  During the pandemic this number 
reached an all-time high.  However, through outreach, collection efforts, and helping 
customers establish payment plans, MDRR has significantly decreased the number of 
uncollected accounts and has decided to exclude this from the application to not 
further burden the ratepayer.  
  
Notwithstanding normal and customary base year adjustments, MDRR’s application
also accounts for additional operating costs such as: long term planned vehicle fleet 
updates per the California Air Resources Board (CARB); SB 1383 implementation 
(additional drivers & trucks); Cost increases of labor because of a new five-year 
collective bargaining agreement (CBA); Periodic cart replacements unrelated to SB 
1383 requirements; and the RCTS gate rate increase (approved by the City of 
Pittsburg) which collectively total ~$1,738,470 or an approximate 23.29% proposed 
upward adjustment to the residential rates.  MDRR has indicated this proposed 
adjustment is sufficient to cover anticipated operational costs outlined in the base rate 
application.

The anticipated SB 1383 related specific costs in Oakley alone total ~$1,299,946 and 
make up the most significant component of the requested increase.  The highest cost 
of the above items directly relates to the additional drivers & trucks, which will be 
needed to facilitate the collection of organics going from a bi-weekly schedule to a 
weekly schedule.  As part of SB1383, MDRR will lead jurisdictional efforts in cart 



compliance, outreach, education, monitoring, inspection, facility improvements, post-
collection processing, and more. 

While the City only governs residential rates, it does review all MDRR’s collection-
related revenues, costs, and profits, as part of the review and especially as part of 
a base year review.  In a base year, per the Agreement, the City is required to 
approve a rate structure for the residential sector, based on the revenue 
requirements to cover allowable costs and includes a reasonable profit to the 
provider. The City of Oakley does not regulate commercial or industrial rates.  
However, it should be noted that these proposed adjustments to residential rates 
are reflective of a 9.00% adjustment to the commercial sector, which took effect 
on January 1, 2022.  Staff would like to recognize that MDRR has used pre-
pandemic commercial revenue projections for the purposes of this base rate 
application.  Last year’s actual commercial revenue would have resulted in a higher 
requested residential rate increase due to even lower revenue in the commercial
sector.

MDRR utilizes the services of its’ other related companies for trucking and 
maintenance, but most importantly, RCTS in Pittsburg, where all curbside collected 
materials are sent.  Internal pricing for these services are comparable to other 
third-party providers and rates charged to the general public and are regulated by 
other governing jurisdictions.  Other company charges are similar to those charged 
by comparable outside contractors.

The application contemplates two rate options for meeting increased operational costs 
of ~$1,738,470.  To meet this requirement, Option 1, like typical changes to base rates, 
implements a 23.29% increase in 2022.  Option 2 meets the revenue requirement over 
five- years, with yearly average increases of 8.88% during this period. It is important to 
note that the total cost to existing customers over this 5-year period will be exactly the 
same under Option 1 and Option 2. In effect, MDRR will be carrying the losses in the 
first few years and customers will be paying back those losses in Years 3 and 4, without 
any interest. So, the rates in Years 4 and 5 will essentially include loan payments to 
make MDRR whole for the losses that they carry in Years 1, 2 and 3. Then, a new 
base rate study will be completed, and new rates will be established for Year 
6. Assuming that there are no additional state mandates that will be further-increasing 
costs, the rates in Year 6 should be reset to rates that are similar to the Option 1 rates 
in year 5, plus an RRI for Year 6.

City Staff recommends the proposed adjustment be spread over five years (Option 
2), softening the increase felt by ratepayers, including additional and customary 
annual RRI adjustments, to accommodate these new un-funded State-mandated 
processing and diversion requirements. 

In addition, Staff would like to seek Council authority for two additional items:          
1) Incorporating the timing and implementation of solid waste related fees into the 
annual City Master Fee Schedule process as is customary with all other City fees



(starting next year); and 2) Allowing the City Manager the authority to ministerially 
review and approve customary annual RRI adjustments providing said adjustment 
request is equal to, or less than the annual index calculation as provided for within 
the Agreement.  City Council would still separately, and as a stand-alone action,
consider base rate applications and adjustments every four or five years.   

Fiscal Impact
The main impact of this action is on residential refuse collection customers who, in 
Option 2, would pay on average an additional $5.44 per month (over the next five 
years) in collection fees, depending on the size of the containers they select.  This 
proposed increase is necessary to comply with the Agreement, allowing MDRR to 
recover its costs and earn a reasonable return on current regulated activities as 
well as new unfunded State mandates.  The proposal would also increase City 
franchise fee revenues by approximately $99,000 in the calendar year 2022/23.

The requested approval would increase the fees paid by the residents.  In addition 
to inclusion in the current agenda, which is broadly distributed, staff also published 
a Public Hearing Notice.  This included the announcement of the hearing in the 
Oakley Outreach and FYI email blasts.

This comprehensive review is presented to the City Council for consideration and 
approval of the new rates.  The complete base rate report, application, and 
summary presentation are attached to this staff report for further background and 
information.

Staff Recommendation 
Staff recommends the City Council adopt the attached resolution, approving the 
application for the base rate adjustment, utilizing Option 2, with the base rate 
spread over five years, as submitted; and allowing the City Manager the authority 
to ministerially review and approve customary annual RRI adjustments, 
incorporating the timing and implementation of solid waste related fees into the 
annual City Master Fee Schedule process as is customary with all other City fees.

Attachments
1) Resolution
2) Base Rate Report & Application
3) Base Rate Summary Presentation


