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Agenda Item Title: 

Amendment of the Solid Waste Collection Franchise Agreement between the City and Recology Sonoma 
Marin Inc. (Recology).  

________________________________________________________________________________________ 

Recommended Council Action(s): 

Adopt a Resolution (Attachment 1) entitled, “A Resolution of the City Council of the City of Cloverdale 
Approving the Second Amendment to Franchise Agreement for Collection, Disposal, and Processing of Solid 
Waste, Recyclables, and Compostable Materials and Related Activities Between The City of Cloverdale and 
Recology Sonoma Marin Inc.” 
________________________________________________________________________________________ 

Background: 

In March 2011, the City entered into a solid waste and recycling collection franchise agreement (Agreement) 
with Redwood Empire Disposal, Inc. (“RED”) for the exclusive right to perform collection services in 
Cloverdale. The Agreement sets forth the types of solid waste and recycling services performed in the City. 

On August 18, 2017, the City received a request from RED to assign the Agreement to Recology Sonoma Marin 
(“RSM”), which is a wholly owned subsidiary of Recology, Inc. (“Recology”). In December 2017, the City 
Council adopted Resolution No. 084-2017, approving the assignment of the Agreement with RED to Recology. 
Per the Agreement between the City and Recology, a special rate review (Section 6.6) may occur in 
conjunction with a performance review (Section 8.3). Per Section 6.6, a special rate review shall be requested 
in writing at least six (6) months prior to the proposed effective date of any rate adjustment. Recology initially 
requested a Special Rate Review on September 28, 2021 for rates effective in 2022 and subsequently 
submitted an updated Special Rate Review application on June 14, 2022.  

Special Rate Review 

In response to Recology’s rate application, City staff contracted with R3 Consulting Group, Inc., to perform 
an independent review of Recology’s Special Rate review request along with a Performance Review of 
Recology Sonoma Marin’s services. The agreement was amended by the City Council on July 27, 2022, to 
assist the City in complying with SB 1383 Regulations by implementing a 3 container Organic Waste collection 
service.  A summary of findings from the Special Rate Review was provided to the City Council on August 24, 
2022.  The special rate review covered the following rate topics: 

• Cost-of-Service and Reasonable Operating Profit 
• Normal Increases in Operating Costs 
• SB 1383 Compliant Services and Associated Costs 
• Franchise Fee  
• Other Rate Saving Adjustments 

o removal of the pre-payment discount, which provides a 1/12 discount to residential 
customers that choose to pay in advance for an entire year of service.  

o increase commercial and multifamily rates slightly more than residential rates.  
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Following the Presentation of three rate options (Option 1 – 4-year Phase-in, Option 2 – 3-year Phase-in and 
Option 3 – Single-year Increase) on August 24th, the City Council adopted Resolution 082-2022 which 
approved the following actions: 

1. Option 1 - Phasing-in rate adjustment over 4-years, making the first effective date of rate adjustment 
December 1, 2022, as shown in Exhibit E, and extending the Agreement 15 years via Amendment 
through December 31, 2040; and 

2. Direct the City Manager to negotiate an Amendment to the Agreement with Recology that would 
make appropriate adjustments relating to the pre-payment discount, franchise fee, and term length 
and return to Council for approval of such Amendment by December 1, 2022 

Option 1 – 4-year Phase-in 

3. Option 1 results in the smallest increase in rates for 2022-23 and phases-in rate adjustments over 
four (4) years. This option (as opposed to the normal rate adjustment date of September 1). Option 
1 results in a 2022-23 increase of $3.92 per month for 20-gallon residential customers, $5.37 per 
month for 32-gallon residential customers, $8.42 per month for 64-gallon residential customers, and 
$10.89 per month for 96-gallon residential customers. Rates in future years would increase 
approximately 14% in rate year 2023-24, approximately 8% in 2024-25, and approximately 4.88% in 
2025-26 

________________________________________________________________________________________ 

Summary: 

In order to implement Option 1 of Recology’s Special Rate Review request approved by the City Council, the 
following amendments to the Franchise Agreement are necessary: 

1. Effective Date. This Amendment will take effect December 1, 2022.  

2. Section 5.4.1 (Residential Annual Pre-Payment Rate) of the Agreement is removed in its entirety.  

3. Section 6.5.5 (Adjustments to Franchise Fee Component) of the Agreement is amended in its entirety 
to read as follows: 

 “The franchise fee component of each rate is calculated by taking the then-current component value 
and adjusting it by the same CPI percentage change that is applied to the franchise fee in the annual 
adjustment under Section 7.1 (i.e. a 3.5% CPI increase in the franchise fee in a given year results in a 
concurrent 3.5% increase in the franchise fee component of each rate).”  

4. Section 7.1 (Franchise Fees of the Agreement) is hereby amended in its entirety to read as follows: 

“In addition to any other fees agreed upon by the parties, Contractor shall pay to the City, in monthly 
installments beginning in December 2022, a franchise fee of $235,000 per annum, increased annually 
on each September 1 thereafter, by the annual percentage change in CPI for All Urban Consumers( 
CPI-U), area coverage (San Francisco-Oakland-Hayward, CA), Series ID (CUURS49BSA0)  Series title 
(All Items in San Francisco-Oakland-Hayward, CA, all urban consumers, not seasonally adjusted) index 
base period (1982-84=100 ) hereinafter referred to as CPI, measured for the previous twelve (12) 
months ending June of each year, applied as a percentage increase to the collection component of 
the then current monthly rate of the franchise fee.”  

5. Section 7.4.2 Franchise Fees of the Agreement is hereby amended in its entirety to read as follows: 
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7.4.2 Franchise Fee. The monthly statement must specify, and the Contractor must pay at the same 
time the monthly Franchise statement is due, the Franchise fee of 1/12  of the annual Franchise fee 
payment detailed in section 7.1 of this agreement. The first payment, beginning in December 2022, 
will be 1/12 of $235,000. CPI escalation factor adjustments to the franchise fee will occur annually 
on September 1st each year. In September 2023 the payment will increase to be 1/12 of the sum of 
the initial $235,000 plus the annual CPI escalation factor as described in section 7.1 of this agreement. 
The franchise fee will be adjusted in the same manner on September 1 each subsequent year.  

6. Section 6.4.1 of the Agreement is hereby amended in its entirety to read as follows: 

“Franchise fees payable by Contractor to City in excess of the amount required by Section 7.1.”  

7. A new Section 6.7 is hereby added to the Agreement to read in its entirety as follows: 

“6.7 Step Increases.  In addition to RRI adjustments or any other rate adjustments provided for 
under this Agreement, the rates set forth in Exhibit E shall be increased by an additional 10% effective 
September 1, 2023, an additional 8% effective September 1, 2024, and (if the term is extended) an 
additional 5.55% effective September 1, 2025. 

6. Exhibit E of the Franchise Agreement is hereby amended in its entirety and replaced with the updated 
attached Exhibit E. 

Performance Review 

Concurrent to the Special Rate Review, R3 completed the Performance Review of Recology’s operations and 
compliance with the terms and conditions of the agreement. The Performance Review involved conducting 
on-site reviews of records, staff interviews, analyze policies, procedures, and internal controls, and field 
verification audits. R3 assessed contractual obligations and Recology’s overall hauler’s operations including 
billing and franchise fee payments, collection operations efficiency, diversion efforts, performance for various 
safety practices, customer service, collection productivity, and vehicle maintenance benchmarks to industry 
standards. The objectives of the Performance Review were: 

• To determine the extent to which Recology has materially complied with the requirements of its 
current Franchise Agreement with the City. 

• To assess the accuracy of Recology customer billings and remittance payments to the City. 
• To provide recommendations, as appropriate, for continuous improvement of provided services. 

R3 found that Recology is providing effective solid waste management services to the City and is compliant 
with its primary contractual obligations. R3 identified a few areas for improvement which have been 
communicated to Recology to resolve. For example, older service containers can be replaced with new, 
consistently colored and labeled containers. Similarly, certain best management practices for safety can be 
refreshed. Overall, the Performance Review did not result in identification of critical issues that would impede 
the City’s consideration of the Special Rate Review request or consider extension of the Agreement. R3’s 
report of Performance Review is attached.  
________________________________________________________________________________________ 

Options: 

1. Do not Approve the Resolution Approving the Second Amendment to Franchise Agreement for 
Collection, Disposal, and Processing of Solid Waste, Recyclables, and Compostable Materials and 
Related Activities Between the City Of Cloverdale and Recology Sonoma Marin Inc.; or 

2. Provide alternative direction to staff. 
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________________________________________________________________________________________ 

Subcommittee Recommendation: 
In June, the Public Works Subcommittee was provided an update on the Special Rate Review process and 
recommended bringing the item forward for Council direction. The item was initially brought forward to 
Council on July 27, 2022, with R3 briefing the Council on the underlying factors resulting in Recology’s request 
for Special Rate Review as well as Recology’s performance under the Agreement. On August 24th the City 
approved a special rate increase which required an amendment to the Franchise Agreement.   
 
RSM and the City will continue negotiating the formal extension of the Agreement along with a series of 
clean-up changes suggested by Recology.  Any future amendment for these items will be brought to the 
Council in early 2023 following review of the proposed changes. 
________________________________________________________________________________________ 

Budget/Financial Impact: 
Proposed rate adjustments would set the 2022-23 franchise fee at $235,000 for the rate year, which 
represents an increase of approximately $20,000 in the franchise fee over budgeted amounts. Via the 
proposed rate adjustments and resultant amendments to the Agreement, the franchise fee would increase 
annually by CPI maintaining stability and predictability in the annual franchise fee in future rate years.   
________________________________________________________________________________________ 

Attachments: 
1. Resolution 
2. Exhibit A - Second Amendment to Franchise Agreement for Collection, Disposal, and Processing of 

Solid Waste, Recyclables, and Compostable Materials and Related Activities Between the City of 
Cloverdale and Recology Sonoma Marin 

3. Exhibit A1- Franchise Agreement Exhibit E: Rates 
4. Recology Sonoma Marin Performance Review Report by R3 
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