RESOLUTION NO. 2011-35

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
BRISBANE C ALLING A SPECIAL MUNICIPAL ELECTION TO BE
CONSOLIDATED WITH THE GENERAL ELECTION ON NOVEMBER
8, 2011, FOR SUBMISSION TO THE VOTERS OF A PROPOSED
ORDINANCE TO INCREASE THE BUSINESS LICENSE TAX ON
CERTAIN RECYCLING ESTABLISHMENTS

WHEREAS, the City has established a business license tax, as set forth in Chapter
5.20 of the Brisbane Municipal Code; and

WHEREAS, Section 5.20.100 of the Brisbane Municipal Code imposes a tax upon

persons carrying on the business of operating a refuse transfer station; and

WHEREAS, the City Council desires to increase the tax on certain recycling

establishments in order to provide additional revenue for general municipal expenses; and

WHEREAS, the City's business license tax is a general tax and any increase thereof
is subject to approval a majority of the voters voting upon the proposed increase at a
regularly-scheduled election at which members of the Brisbane City Council are being

elected; and

WHEREAS, November 8, 2011, is the next regularly-scheduled election at which

members of the Brisbane City Council will be elected,

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of

Brisbane, California, as follows:

~ SECTION 1: ELECTION CALLED

The City Council of the City of Brisbane hereby calls a special municipal election, to
be consolidated with the general election on Tuesday, November 8, 2011, at which there
shall be submitted for approval by the voters of the City of Brisbane a proposed ordinance

amending Section 5.20.100 of the Brisbane Municipal Code to increase the business license

tax charged to certain recycling establishments. YT ALNGED
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SECTION 2: FULL TEXT OF PROPOSED ORDINANCE

§1:

The complete text of the proposed ordinance shall read as follows:

"AN ORDINANCE OF THE CITY OF BRISBANE AMENDING
SECTION 5.20.100 OF THE BRISBANE MUNICIPAL CODE TO
INCREASE THE BUSINESS LICENSE TAX CHARGED TO CERTAIN
RECYCLING ESTABLISHMENTS

The People of the City of Brisbane, California, hereby ordain as follows:

Section 5.20.100 in Chapter 5.20 of the Brisbane Municipal Code is amended 1in its

entirety to read as follows:

Rev3

5.20.100 Recycling establishments

(a) Definition of recycling establishment. As used in this Section
5.20.100, the term "recycling establishment” means an establishment engaged in the
business of collecting, sorting, cleansing, treating, processing, or reconstituting
waste or other discarded materials for the purpose of reuse in altered form.
Notwithstanding the foregoing, for the purposes of this Section 5.20.100 the term
"recycling establishment" shall not include any of the following:

(1) A "scavenger," as defined in Section 8.24.010.F of this Code, having a
contract with the City to collect garbage, rubbish and waste matter
pursuant to Chapter 8.24 of this Code.

(2) An "authorized recycling agent," as defined in Section 8.32.020.A of
this Code, having a contract with the City to collect recyclable
materials pursuant to Chapter 8.32 of this Code.

(3) An "applicant," as defined in Section 15.75.010 of this Code, engaged
in the performance of a "covered project," as defined and governed by
Chapter 15.75 of this Code pertaining to construction and demolition
debris.

(4) An establishment primarily engaged in the recycling of soil, including
the incidental recycling of rock, stone, concrete or rebar.

) Business license fee. Every recycling establishment in the City, as
defined in Paragraph (a) of this Section, that recycles 100,000 tons or more of
material during any single calendar year shall pay a business license fee of up to
three million dollars ($3,000,000) per year, subject to adjustment in accordance with
Paragraph (c) of this Section. The business license fee imposed by this Section shall
become effective in an amount to be selected by the City Council up to the
authorized ceiling amount on such date as may be established by resolution of the
City Council. From and after such effective date, the business license fee shall be




paid in two equal installments, due not later than January 1%t and July 1%t of each
year.

(¢ Annual adjustment. For the calendar year beginning on January 1,
2013 and on January 1¢ of each calendar year thereafter (the "Adjustment Date"),
the business license fee payable under Paragraph (b) of this Section may be
increased to any amount within the authorized ceiling of three million dollars
($3,000,000) per year. On any Adjustment Date after the business license fee has
been set at the authorized ceiling of three million dollars ($3,000,000) per year, the
business license fee payable under Paragraph (b) of this Section shall be whichever
of the following amounts is the greater: (i) the fee charged for the immediately
preceding year plus three percent (3%) of such fee; or (ii) $3,000,000 plus an amount
obtained by multiplying $3,000,000 by a fraction, the numerator of which shall be
the Consumer Price Index published by the United States Department of Labor,
Bureau of Labor Statistics, for Urban Wage Earners and Clerical Workers, All
Items, for the San Francisco-Oakland Statistical Area ("CPI") published nearest to
the Adjustment Date, the and denominator of which shall be the CPI published
nearest to the date the business license fee was set at $3,000,000 per year. The City
Council may, by resolution, adopt a business license fee for any calendar year in an
amount below the maximum fee that could be charged under the 3% or CPI
adjustment provided herein.

§2: If any section, subsection, sentence, clause or phrase of this Ordinance is for any
reason held by a court of competent jurisdiction to be invalid or unconstitutional, such
decision shall not affect the validity of the remaining portions of this Ordinance.

SECTION 3: TEXT OF BALLOT MEASURE

The proposed ordinance for increase to the business license tax charged to certain
recycling establishments shall be presented for approval by the voters as the following

ballot measure:

Shall the business license tax for certain recycling establishments that recycle
100,000 tons or more of material during any single calendar year be increased to up
to $3,000,000 per year, subject to annual increase of either 3% or the percentage
increase in the Consumer Price Index, whichever is greater, after the amount
reaches $3,000,000 per year?

0
\,

SECTION 4: REQUIRED VOTER APPROVAL AND EFFECTIVE DATE

If a majority of the voters voting upon the ballot measure vote in its favor, the
proposed ordinance shall become a valid and binding ordinance of the City of Brisbane. The
ordinance shall be considered as adopted on the date that the vote is declared by the City
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Council and shall go into effect on that date or such other date as may be specified by the
City Council.

SECTION 5: CONDUCT OF ELECTION

The election on said ballot measure shall be consolidated with the general municipal
election to be held on November 8 2011, and shall be conducted in accordance with the

provisions of Resolution No. 2011-16 adopted by the City Council on June 20, 2011.

Gi) 55 7y

Cyﬁl G. Bologoff, Mayor

I hereby certify that the foregoing Resolution No. 2011-32 was duly and regularly
adopted at the regular meeting of the Brisbane City Council on July 5, 2011 by the
following vote:

AYES: Councilmembers Conway, Lentz, Richardson, and Mayor Bologoff
NOES: None
ABSTAIN: None -~

ABSENT: Councilmember Waldo u /n
AN AW@ wyjfa

\_Sﬁe,ri Marlj Sﬂed&acm, City ﬁﬂerk
/ &
I;
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RESOLUTION NO. 2012-36

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
BRISBANE ESTABLISHING THE BUSINESS LICENSE FEE FOR
RECYCLING ESTABLISHMENTS PURSUANT TO SECTION 5.20.100
OF THE BRISBANE MUNICIPAL CODE

WHEREAS, Section 5.20.100 of the Brisbane Municipal Code imposes a business
license fee on "recycling establishments," which are defined as establishments engaged in
the business of collecting, sorting, cleansing, treating, processing, or reconstituting waste or
other discarded materials for the purpose of reuse in altered form; and

WHEREAS, the business license fee for recycling establishments in the City that
recycle 100,000 tons or more of material during any single calendar year, as set forth in
Section 5.20.100, is up to $3,000,000 per year, to become effective on the date and in such
manner as established by resolution of the City Council; and '

WHEREAS, the City Council desires to establish graduated annual business license
fee for recycle establishments, based upon the volume of business conducted by the
establishment in the City during any single calendar year,

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of
Brisbane as follows:

1. The annual business fee for recycle establishments recycling more than
100,000 tons of material but less than 500,000 tons of material in the City during any
single calendar year, shall be the sum of Two Milion One Hundred Thousand Deollars
($2,100,000). Such amount shall be payable as follows:

(a) A payment of $2,100,000 shall be made on June 30, 2013.

(b) A payment of $1,050,000 shall be made on December 31, 2013 and
each December 31t thereafter during the term of this Resolution, and a payment of
$1,050,000 shall be made on June 30, 2014 and each June 30 thereafter during the term of
this Resolution.

{c) Commencing with the payment due on June 30, 2014, and each June
30t thereafter during the term of this Resolution, the amount of the fee payable under
Paragraph (b) of this Section shall be adjusted by the percentage increase, if any, in the
Consumer Price Index ("CPI") published by the United States Department of Labor, Bureau
of Labor Statistics, for Urban Wage Earners and Clerical Workers, All Items, published
nearest to June 30% as compared with the CPI published nearest to June 30t of the
immediately preceding year. v

2. The annual business license fee for recycle establishments recycling more

than 500,000 tons of material in the City during any single calendar year shall be Three
Million Dollars ($3,000,000), payable in two installments of One Million Five Hundred
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Thousand Dollars ($1,500,000) each, due on each June 30% and December 31t during the
term of this Resolution. Such amount shall be subject to annual adjustments in accordance
with Section 5.20.100(c) of the Brisbane Municipal Code.

- =

I hereby certify that the foregoing Resolution No. 2012-36 was duly and regularly
adopted at the regular meeting of the Brisbane City Council on October 15, 2012, by the
following vote:

AYES: Councilmembers Conway, Miller, O’Connell, Richardson, and Mayor Lentz
NOES: None
ABSTAIN: None : -

3

ABSENT: None i

g
Hn “ Ax/§t < f ,CI’ |
St [V Pedigce -
Shbri Marie.Spediacci, gétgz Clerk
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COST OF LIVING ADJUSTMENT (COLA) MECHANISM

Recology Sunset Scavenger, Recology Golden Gate and Recology San Francisco
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San Francisco Rate Application

Prepared by:

Armanino LLC

On behalf of-
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. I. Introduction

This report summarizes the Cost of Living Adjustment (COLA) mechanism that is included in the
Companies' rate application for the Rate Year July 1, 2013 through June 30, 2014. The COLA
Mechanism would be applied to all subsequent rate years until new rates are set as a result of a rate
proceeding. The Companies have filed a rate application using their projected costs for the rate year
ending June 30, 2014. The COLA would be applied to future rate years in order to produce additional
revenue sufficient to account for inflationary increases in the Companies' costs. Without the COLA, the
Companies would likely need to submit notice of a new rate application by the end of rate year 2014.

The COLA proposed by the Companies is based on the COLA approved by the Director of the
Department of Public Works ("the Director") in 2001 and incorporated into the rates for the period 2002
— 2006 and carried over, with a modification to include a fuel index, for the rate period 2007 — 2011.
The only modifications to the COLA structure suggested by the Companies and included in this rate
submission are: (1) revising the methodology for calculating the labor component of the mechanism to
better reflect current contractual requirements and (2) the addition of a separate Health & Welfare
(H&W) component. These modifications, along with updated expenses included in the rate application,
require an adjustment of the COLA component weighting. Table 1 provides the calculated COLA
weight rate for each of the components. For illustrative purposes only, a weighted COLA was
calculated for rate years 2013 and 2014.

II. The COLA Methodology Used in Previous Rate Submissions

‘ In the 2001 Director’s Report, the Director followed the Department of Public Works (DPW) Staff's
recommendation and approved a Cost of Living Adjustment (COLA) proposed by the Companies using
a three component weighting system (first three bulleted components noted below). That COLA
modified rates so as to recover cost increases resulting from inflation over the five-year rate period
2002-2006. In the subsequent rate submission, the COLA mechanism was modified to include both fuel
and capital cost indexes. That COLA modified rates to cover cost increases over the five-year rate
period 2007 — 2011.

The COLA mechanism approved during the last rate proceeding includes the following components:

+ A fixed labor cost inflation rate reflecting the Companies fixed labor contracts.

» A variable cost inflation rate based on the Consumer Price Index for Urban/San Francisco
("CPI-U/SF™)

» A variable materials cost inflation rate based on the Producer Price Index for Industrial
Commodities ("PPI").

» A California Diesel Fuel Index

» Capital cost - zero inflation

The weights assigned to these components were designed to reflect the proportions associated with the
types of cost incurred by the Companies, and therefore to reflect the expected increases the Companies
were to incur due to inflation.
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HI.Modifications of the COLA

The Companies propose two modifications to the COLA mechanism: first, changing the labor
component to setting labor rates as outlined in the current labor agreements and secondly segregating
health & welfare costs into a separate component. The H&W costs were previously included in the
fixed labor component.

II1.1 the Labor Cost Modification

In the previous two Rate Orders, the labor component of the mechanism was based on a fixed labor cost
inflation rate consistent with the labor agreements in effect at the time. Under the new labor
agreements, labor rates are now adjusted based on an annual labor specific COLA adjustment as
required by the agreements. This labor specific COLA adjustment can range between 3% - 6%
annually. For presentation purposes, Table 1 includes a 3% labor COLA adjustment.

I11.2 the Health & Welfare Modification

The Companies propose to use a five-year historical weighted average of cost increases, as calculated by
the Companies third—party insurance actuaries as the H&W COLA index, to be applied based on the
appropriate weighting factor.

Health & Welfare (H& W) costs have always been a component of labor related costs and included in the
fixed labor component of the mechanism. In the last two multi-year rate proceedings, it was
acknowledged that health care costs would increase at a substantially faster pace than general inflation.
The rate orders for both 2001 and 2006 included specific estimates of inflationary increases for health
care costs in excess of the COLA adjustment. Since the Companies are proposing a single year rate, it is
appropriate to include a separate COLA mechanism to allow an adjustment more reflective of expected
future changes in health care costs.

With the passing of the Affordable Care Act (ACA) continued volatility in these costs can be expected.
The H&W component is intended to ensure that neither the Companies nor the ratepayers
unintentionally benefit from any future impact the Act may have on local H&W costs.

Therefore, the Companies propose the following changes to the COLA mechanism:

*  Adjust the labor component to reflect the current labor agreements COLA methodology resulting
in a labor index of between 3% - 6%

* Add an H&W component using a five-year historical weighted average of the change in costs as
the index and as calculated by the Companies insurance carrier.






V1.3 Calculation of Weights

The COLA is a composite inflation factor that is calculated as the weighted average of the specific
inflation indices. As the weights reflect the Companies' projected costs as they are included in the rate
application, the COLA will correctly adjust the rates for inflation in costs. The COLA weights have
been calculated based on the estimated costs of the rate year July 1, 2013 — June 30, 2014. Once
approved, the component weights will not change for the duration of the period until a new rate is

approved.

VIII. Conclusion

The Companies believe the City should adopt the proposed modifications to the COLA mechanism.
Adjusting the labor component to match the contractually required COLA index required by the current
contracts ensures the largest components of Company costs are accurately adjusted. Additionally, as
outlined, the current mechanism does not adequately account for the inflationary increases and potential
impacts of the ACA on health care costs. Breaking the component out and tying the index to a five-year
weighted average will allow the Company to better keep pace with actual H&W costs. Applying the
COLA will allow the Companies to recover inflationary increases during interim periods before new

rates are set.






Recology Sunset Scavenger/ Recology Golden Gate
Historical COLA Increases
Table 1. COLA Mechanism with H & W with Fixed Labor Inflation Factor at 3%

1 2 3
1 Year Ending June 30 2012 2013 2014
2 Fixed Labor Inflation Factors ( a) 3.00% 3.00%
3 Fixed Labor COLA Rate Weight 57.41% 57.45%
4 Weighted Fixed COLA Increase {line 2 x line 3) 1.72% 1.72%
5 Variable Labor COLA Rate (b)
6 SF-CPI (U) Index February 2012 236.880
7 SF-CPI(U) Index February prior to Rate Year 242002 247.235
8 Annual Percent Change From March- February 2.16% 2.16%
9 Variable COLA Rate Weight 6.01% 6.34%
10 Weighted Variable COLA Increase {line 8 x line 9) 0.13% 0.14%
11 Variable H &W Rate ( ¢ )
12 Mercer Analysis 6.60% 6.60%
13 Variable COLA Rate Weight 10.87% 11.75%
14 Weighted Variable COLA Increase {line 12 x line 13) 0.72% 0.78%
15 Variable Materials PPl Rate (d)
16 PPI Index February 2012 194.700:
17 PPl Index February prior to Rate Year '201.339 208.203
18 Annual Percent Change From March- February 3.41% 3.41%
19 Variable PPI Rate Weight 12.29% 12.28%
20 Weighted Variable PPI Increase (line 18 x line 19) 0.42% 0.42%
21 Diesel Fuel Forecasted Rate ( e )
22 EIA Diesel Fuel Price February 2012 : 4128700 4242 4.242
23 Annual Percent Change From March- February 2.76% 2.76%
24 Fuel Rate Weight 3.92% 3.80%
28 Weighted Forecasted Fuel Increase (line 23 x line 24) 0.11% 0.10%
26 Capital Cost Inflation Factor
27 Capital cost assumed to be constant
28 Annual Percent Change From March- February 0.00% 0.00%
29 Cost of Capital Weight 9.51% 8.39%
30 Weighted Forecasted Fuel Increase {line 28 x line 29) 0.00% 0.00%
31 COLA Increase (Lines 4+10+14+20+25+30) 3.10% 3.16%

Notes:

(a) 3% has been used base on current collective bargaining agreements which provide for a range between 3% and 5% for 2014 and 3% to 6% for
2015 and 2016 based on CPI for the Bay Area.

(b) TheBureau of Labor Statistics (BLS) Index San Francisco-Oakland-San Jose Consumer Price index - All Urban Consumers, All items, 1982-
84=100, Series ID: CUURA422SA0 will be provided for in each year. The use of the April index number assumes that the rate increase is in effect
July 1. The example above uses the twelve months ending February.

(c) The Vairable H & W index was developed by MERCER. MECER received historical rate data that included fully insured medical and dental
renewal rate increase as well as the self insured medical fully equivalent rate increases for the years 2008-2012. The rates related to medical and
dental plans the cover Recology's active San Francisco population.

(d) The BLS Index Producer Price Index-Industrial Commodities les Fuels, Base: 1982 Series ID: WPUO03T15MO05 will be provided for in each year.
The use of the April index number assumes that the rate increase is in effect July 1. The example above uses twelve months ending February.

(e) The U.S. Energy Information Administration, Petroleum & Other Liquids, Weekly California No 2 Diesel Retail Prices will be provided for in each
year. The use of the April index number assumes that the rate increase is in effect July 1. The example above uses twelve months ending
February.






San Francisco Companies

COLA Weight Workpapers

March 14, 2012
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Recology Sunset Scavenger/Recology Golden Gate

Percentage Weighted Allocated Expenses Summary

RSF COLA Rate Weight

Existing
Fixed Labor |Variable Labor H&W Other Material | New Capital Fuel Capital
RY 2013 45.32% 11.05% 9.72% 20.15% 0.00% 3.88% 9.88%
RY 2014 46.61% 11.50% 10.80% 20.54% 0.00% 3.82% 6.73%
RSS and RGG Combined - COLA Rate Weight
Existing
Fixed Labor |Variable Labor H&W Other Material | New Capital Fuel Capital
RY 2013 57.41% 6.01% 10.87% 12.29% 0.00% 3.92% 9.51%
RY 2014 | 57.45%| 6.34%| 11.75%| 12.28%| 0.00%| 3.80%| 8.39%







Calculate the COLA Rate Weight for RSF, SSC/GGD Combined

Recology San Francisco

~ Vanaple Other ~EXISTNG
Fixed Labor Labor HE&W Material ~ Fuel Capital Total
RY 2013 45.32% 11.05% 9.72% 20.15% 3.88% 9.88% 100.00%
RY 2014 46.61% 11.50% 10.80% 20.54% 3.82% 6.73% 100.00%
RSF Processing & Total From Variable Other Existing
Disposal Costs spreadsheet } Fixed Labor Labor H&W Material Fuel Capital Total
RY 2013 103,427,797| 46,878,048 11,426,918] 10,052,304| 20,845,755| 4,015,244 10,209,529[ 103,427.797
RY 2014 104,844 576| 48,866,935| 12,059,860| 11,322,985| 21,533,802 4,000,009 7.060,983| 104,844,576
RSS and RGG Alloc SSC I/C disp & Variable Other Existing
disposal costs proc costs Fixed Labor Labor H&W Material Fuel Capital Total
RY 2013 85,274,247 38,646,289| 9,422,804| 8,288,657| 17,182,761 3,308.641] 8425096 85,274,247
RY 2014 91,548,823 42,670,906} 10,528,115] 9,887,273} 18,804,128| 3. 497,165| 6,161,236| 91,548,823
varable Other EXisting
RSS & RGG Costs Fixed Labor Labor HE&W Material Fuel Capital Total
RY 2013
Expenses 91,977,468| 4.254,324; 16,434,238| 10,773,495| 5,609,118 13,210,924| 142,259,566
Allocated I/C disp & proc
costs 38.646.289] 9,422.804| 8,288.657| 17,182,761] 3,308.641| 8,425.096| 85,274.247
Total 130,623,757| 13.677,128| 24,722,894| 27,956,255 8,917,759} 21,636,019| 227,533,813
COLA Rate Weight 57.41% 6.01% 10.87% 12.29% 3.92% 9.51% 100.00%
RY 2014 »
Expenses 97,508,791| 4,949,219} 18,775,653| 11,149,191| 5,763,366} 14,302,527| 152,448,748
Aliocated I/C disp & proc
costs 42,670,906f 10,528,115| 9,887.273] 18,804,128 3,497.165] 6,161,236] 91,548.823
otal 140,179,697| 15,477,334] 28,662,926( 29,953,320| 9,260,531 20,463,763| 243,997,570
‘LA Rate Weigiit 57.45% 6.34% 11.75% 12.28% 3.80% 8.39% 100.00%
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Recology Sunset Scavenger/Recology Golden Gate
Allocators RSS and RGG
Total Operating Expenses

Fixed labor Variable labor ' Other ~ Fuel
ltem Description (Fixed COLA) (Var COLA) H&W (Var PPI)

Capital
no weight

Inflation Percent

Payroll 1

Payroll Taxes 1

Pension 1

Health Insurance 1
Workers Compensation 1

Total Payroll & Related

Bad Debt 1
Bridge Tolls 1
Building & Facility Repair 0.5 0.5
Contract Services 1

Corporate Accounting Services 1

Corporate Management 1

Depreciation 0
Environmental Compliance 1

Freight 0.5 0.5
Fuel

Human Resources 1

I/C Disposal

I/C Processing

IT Services 1

Lease

Liabilty Insurance 1

Licenses & Permits 1
0/S Billing Services 0.5 0.5
O/S Disposal 0.5 0.5

/S Equipment Rental
106
arts

Postage

Professional Services 1
Property Rental 1
Repairs & Maintenance 0.5 0.5
Security & Janitonial 1

Supplies 1
Sustainability 1

Taxes 0.5 0.5
Telephone 1
Tires & Tubes 1
Utilities 1
T&G Fuel Allocation 0.5 0 0.5
T&G Maintenance Allocation 0 0.5 0.5
Other Expenses -~ 05 0.5







Recology Sunset Scavenger/Recology Golden Gate

RSFC

Allocators - CAPITAL SEPARATE

.al Operating Expenses

ftern Description

~Fixed labor

(Fixed COLA}

Variable labor
{Var COLA)

Haw Other Fuel

__{var PPl

Capital
no weight

Inflation Percent

Payroll

Payroll Taxes

Pension

Health insurance
Workers Compensation

Total Payroll & Related

Bad Debt

Bridge Tolis

Building & Facility Repair
Contraci Services
Corporate Accounting Services
Corporate Management
Depreciation
Ermvironmental Complance
Freight

Fueel

Hurran Resources

/G Processing & Disposal
T Services

Lease

Liability Insurance
Licenses & Permits

/8 Disposal

075 Equipment Rental
/5 Processing

SLfice
e.

Professional Services
Property Rental
Repairs & Maintenance
Security & Janitorial
Supplies
Sustainability

Taxes

Telephone

Tires & Tubes
Utilities

Other

i

N

0.5

0.5

05

0.5

0.5

0.5

F,‘,‘,‘Jw
oh

0.5

0.5
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I. Introduction

Recology Sunset Scavenger and Recology Golden Gate (the Companies) engaged Armanino LLP to
examine the Companies’ cost structure to determine, in our professional opinion, which costs, and in
which proportions, should be categorized as fixed costs or variable costs. The attached analysis reflects
the results of that examination and employs standard cost accounting principles.

It is our understanding that the Companies have included a base charge in their proposed rate
application, representing fixed costs of the refuse system. Based on our analysis, a significant portion of
the cost structure of the Companies is fixed and could therefore be reasonably reflected in a base charge.

II. Fixed versus Variable Cost

The costs of services provided in the waste industry, as in most industries, are made up of both fixed and
variable costs. Fixed costs are those costs not generally impacted by incremental changes in service
levels. Variable costs are those that vary directly with incremental changes in service levels. The
characterization of each individual cost line item as fixed or variable requires some judgment as most
costs will vary with large services changes and most will remain constant with small incremental
changes.

We used Schedule D expenses as presented in the 2013 rate application as the basis for our analysis.
Table II includes the allocation percentages between fixed and variable. It should be noted that several
expense line items have an allocation split between fixed and variable. This was done to acknowledge
that many costs, although predominately fixed in nature, will have some component that can vary from
year to year. These allocation splits are based on our understanding of the companies and experience
working with other collection companies throughout the greater bay area. Specific explanations of these
split allocations are as follows:

> Payroll & Related (90% fixed / 10% variable). A majority of payroll related costs for drivers &
helpers, repairmen and all the general and administrative staff will not change due to incremental
changes in service volumes and hence are considered primarily fixed for rate setting purposes. A
variable component of approximately 10% of payroll costs has been included as payroll does
have some direct correlation to service changes, especially with respect to overtime.

» O/S Billing Services (90% fixed / 10% variable). The cost associated with customer billing does
not change with incremental changes in service volumes and is considered fixed. A variable
component of approximately 10% has been included to account for any unexpected billing
requirements.

» Truck Maintenance (90% fixed / 10% variable). A majority of parts, repairs and maintenance,
tires and supplies costs are incurred in a planned truck maintenance management system and will
not change due to incremental changes in service volumes. A variable component of 10% of
these costs has been included to account for unexpected repairs, unusual tire wear and related
issues that can occur throughout the year.

> Postage (90% fixed / 10% variable). The postage split allocation is similar to O/S billing in that
the cost is tied to collection service and will not change due to changes in service. A 10%
variable component was included for special mailings.

An imlependent firm sssox ited witle
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> Telephone (90% fixed / 10% variable). Consistent with O/S billing and postage, telephone costs
will not vary materially throughout the year and are considered fixed for rate setting purposes. A
variable component of 10% has been included as telephone usage would have some small impact
with service level changes.

Expense line items that have been allocated a majority of the cost to variable include disposal fees and
recycling and composting processing. 20% of these costs have been allocated to fixed to account for the
fixed components of these fees including building and equipment infrastructure, administrative and
special programs that would not be tied to changes in tonnages. Diesel costs were allocated at 100%
variable as fuel costs will vary directly with in use truck hours.

The remaining costs, primarily general and administrative costs that were not specifically identified as
split costs, have been allocated 100% fixed as these costs will not vary materially given incremental
changes in customer service levels.

Table I use the allocation percentages from Table II and applies those percentages to the applicable
expense line items to allocate actual Schedule D expenses between fixed and variable. Based on the
allocators as represented, approximately 63% of costs associated with collection services are fixed and
37% variable.

III. Conclusion

Many costs associated with collection service will not vary materially when customers make small
incremental changes in service levels. This specifically holds true for general and administrative costs
and the costs of the actual collection efforts. The exceptions to this are fuel, disposal and processing
charges which will vary predicated on customer usage decisions and the fluctuation in vehicle
operations. Table I provides an initial presentation of the allocation of collection costs between fixed
and variable components. Using the methodology as employed, a minimum of 63% of total collection
costs are considered fixed in nature. Introducing a fixed component to the rate structure is a first step
towards developing a rate structure that maintains a sustainable revenue stream as the City moves
toward their zero waste goals.






Recology Sunset Scavenger / Recology Golden Gate
Schedule D Expenses
Table I - Fixed Cost versus Variable Cost Calculation

Total Costs Fixed Costs Variable Costs
ltem Description RY 2012 RY 2012 RY 2012
Payroll $ 55,712,272 3 50,141,045 $ 5,571,227
Payroll Taxes 4,356,882 3,921,194 435,688
Pension 20,004,212 18,003,790 2,000,421
Health Insurance 15,126,328 13,613,695 1,512,633
Workers Compensation 4,690,671 4,221,604 469,067
Total Payroll & Related 99,890,364 89,901,328 9,989,036
Bad Debt 524,330 - 524,330
Bridge Tolls - - -
Building & Facility Repair 143,540 143,540 -
Contract Services 724,595 724,595 -
Corporate Accounting Services 1,644,895 1,644,895 -
Corporate Management 1,235,344 1,235,344 -
Depreciation 231,977 231,977 -
Environmental Compliance 368,349 368,349 -
Fuel 5,630,207 - 5,630,207
Hauling Charge 66,061 | 66,061 -
Human Resources 484,267 484,267 -
I/C Disposal Expenses 36,388,014 7,277,603 29,110,411
Recycling Processing 47,827,001 9,565,400 38,261,601
IT Services 1,823,200 1,823,200 -
Lease expenses 11,783,598 11,783,598 -
Liability Insurance 2,790,951 2,790,951 -
Licenses & Permits 1,621,437 1,621,437 -
O/S Billing Services 302,532 272,279 30,253
O/S Disposal Charges 19,165 19,165 -
O/S Equipment Rental 54,967 54,967 -
Office Expense 342221 342,221 -
Parts 1,625,248 1,462,723 162,525
Postage 299,732 269,759 29,973
Professional Services 679,089 679,089 -
Property Rental 1,235,383 1,235,383 -
Repairs & Maintenance 1,124,517 1,012,065 112,452
Security & Janitorial 368,533 | 368,533 -
Supplies 1,159,220 1,043,298 115,922
Sustainability 168,138 168,138 -
Taxes 1,220,380 1,220,380 -
Telephone 344,708 310,237 34,471
Tires & Tubes 477,624 429,862 47,762
Utilities 349,778 | 349,778 -
T&G Fuel Allocation - - -
T&G Maintenance Allocation (53,463)} 4 (53,463) -
New Project Costs - -
Other Expenses 1,678,971 1,678,971 -
Total Operating Expenses 224,574,873 140,525,930 84,048,943
Total Cost Allocation Percent | 62.57%] | 37.43%|







Recology Sunset Scavenger / Recology Golden Gate

Table Il - Fixed and Variable Allocation

Item Description

Payroll

Payroll Taxes

Pension

Health Insurance
Workers Compensation

Total Payroll & Related

Bad Debt

Bridge Tolls

Building & Facility Repair
Contract Services
Corporate Accounting Services
Corporate Management
Depreciation
Environmental Compliance
Fuel

Freight (Hauling) Charge
Human Resources

I/C Disposal Expenses
Recycling Processing

IT Services

Lease expenses

Liability Insurance
Licenses & Permits

O/S Billing Services

O/S Disposal Charges
O/S Equipment Rental
Office Expense

Parts

Postage

Professional Services
Property Rental

Repairs & Maintenance
Security & Janitorial
Supplies

Sustainability

Taxes

Telephone

Tires & Tubes

Utilities

T&G Fuel Allocation
T&G Maintenance Allocation
New Project Costs

Other Expenses

Fixed

90%
90%
90%
90%
90%

100%
100%
100%
100%
100%
100%

100%
100%
20%
20%
100%
100%
100%
100%
90%
100%
100%
100%
90%
90%
100%
100%
90%
100%
90%
100%
100%
90%
90%
100%

100%
100%
100%

Variable
10%
10%
10%
10%
10%

100%
100%

100%

80%

80%

10%

10%

10%

10%

10%

10%

10%

100%
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Introduction

Armanino LLP (Armanino) completes a periodic comprehensive survey of residential, multi-family and
commercial solid waste rates throughout Northern California. The survey was last completed in Spring
2012. Recology San Francisco (the Company), has requested Armanino update the survey with a subset
of more than 35 cities around the greater San Francisco bay area. As requested, the survey updated
collection rates for 32 gallon residential service and 96 gallon and 2 yard (2YD) bin service for
apartments. The commercial 2YD bin rate was used when no apartment specific rate was available for
that size because, in most communities, apartments are charged commercial rates. Rates as reported are
effective in January 2013.

All data collected for the updated survey is presented in Table I - 32 g Residential, Table II - 2Yd
Apartment, and Table III - 96 g Apartment. We have also calculated and presented the average and
median rates as well as a quartile analysis.

Results of Survey

Residential 32 Gallon Rate Analysis

As noted in Table I, residential rates ranged from $14.64 to $50.67, with an average rate of $29.11 and a
median rate $28.83. San Francisco has a residential rate of $27.91 ranking in the third quartile of the
cities surveyed. All but one city offers a three bin (Black, Green and Blue) service as part of their set
rate, and 27 out of 38 cities surveyed accept curbside food scraps as part the composting pickup service.

2 Yard Apartment Rate Analysis * ~ T T ~ R Ce
Table II presents the results of the revised survey for 2 YD bin service. Only two cities, Fremont and
San Bruno, were noted as having separate rates for apartments at the 24+ unit level used for comparison,
which would require a 2YD bin. Two cities, Pleasanton and Sacramento, do not offer 2YD bin service
to apartments. For the 2YD rates, Armanino found that rates ranged from $117.44 to $672.86, with the
average rate of $341.52 and median of $303.98. San Francisco's rate of $352.34 ranks in the second
quartile. The reported rates do not address recycling and/or composting service. San Francisco provides
those services without additional charge.

96 Gallon Apartment Rate Analysis

Table I1I presents the results for a subset of 21 cities that offer 96 gallon bin service for apartments.

For the 96 gallon rates, Armanino found that rates ranged from $36.30 to $183.74 including composting,
with the average rate of $103.16 and median of $89.92. San Francisco's rate of $83.72 ranks in the third
highest quartile. Two cities, Mill Valley and Corte Madera, offered 1 YD rates as the minimum
apartment size, and therefore comparable 96 gallon rates were not presented, but we believed it was
worthwhile to demonstrate that composting including food scraps were included in the standard rate.

Largest 10 Cities

Table IV compares the top 10 cities by population to provide a better understand of how San Francisco
compares to its relative peers with respect to residential and 2YD apartment rates. As the second largest
city, San Francisco's residential rate is below the average, while the 2YD rate is the third highest, behind
Fremont and Berkeley. Comparisons may not include all the same services provided in San Francisco
(i.e. bulky item collection, unlimited recycling and composting).

At ittdeperilent firm digicintod wirh
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Non-weekly Service

Additionally, Armanino was requested to research cities providing less than weekly services. Armanino
identified 11 localities offering non-weekly service for trash, recycling, composting or some
combination of the three. Most retained weekly garbage service and moved toward biweekly recycling
and/or composting. See Table V - Non-weekly Service for specific details.

The information included in this survey and the accompanying Tables are as represented by the cities
and/or companies providing collection services as of January 2013. Rates, standard bin sizes and
services provided can change at any time. Armanino expects to complete our annual comprehensive
rate survey again in spring 2013.






Table | - 32g Residential Rates

Food
City Rate 3 bins  composting
Piedmont 50.67 Yes Yes
El Cerrito 39.99 vyes Yes
Mill Valley 38.53 Yes Yes
Hayward 38.37 Yes Yes
Albany 38.04 Yes Yes
Los Altos Hills 37.41 Yes Yes
San lose 3430 Yes No
Unincorporated Franchised Area (Burlingame to Menlo Park) 33.45 Yes Yes
Alameda 33.02 Yes Yes
Belmont 32.02 Yes Yes
Sacramento 3199 Yes No
Palo Alto 31.64 Yes Yes
Sunnyvale 31.64 Yes No
Corte Madera 31.57 Yes Yes
Pleasanton 30.59 Yes Yes
Richmond 30.51 Yes Yes
Los Altos 29.20 Yes Yes
San Rafael 29.01 Yes Yes
Berkeley 28.93 Yes Yes
Millbrae 28.73 Yes No
Oakland 28.63 Yes Yes
Fremont 28.17 Yes Yes
San Francisco 27.91 Yes Yes
San Carlos 27.69 Yes Yes
South San Francisco 26.62 Yes No
Redwood City 26.51 Yes Yes
Colma 25.22 Yes No
Milpitas 25.01 Yes No
San Bruno 24.34 Yes Yes
Daly City 24.33 Yes No
Burlingame 23.85 Yes Yes
Santa Clara 23.75 Yes No
Los Gatos 22.34 Yes No
San Mateo 20.85 Yes Yes
Mountain View 20.70 Yes No
Walnut Creek 18.80 Yes Yes
Emeryville 17.27 Yes Yes
Petaluma 14.64 Yes Yes
Key Metrics. ,
Upper Quartile 50.67 31.99
Second Quartile 31.99 28.73
Third Quartile 28.73 24.33
Bottom Quartile 24.33 14.64
Median 28.83
Average 29.11







Table It - 2 YD Apartment Rates

City o s e e ©. Rate:
Belmont 672.86
Mill Valley 626.44
San Bruno 584.16
Colma 579.05
Daly City 579.05
El Cerrito 516.47
Fremont 468.30
Albany 454.78
San Mateo 454.09
Berkeley 453.28
Piedmont 418.05
Unincorporated Franchised Area (Burlingame to Menlo Park) 410.77
Petaluma 383.14
San Francisco 35234
Palo Alto 344.30
Richmond 330.59
San Rafael 323.26
Hayward 306.90
Burlingame 301.05
Corte Madera 283.72
Millbrae 264.03
Emeryville 262.22
South San Francisco 254.63
Alameda 251.56
-1Redwood City 247.84
San Carlos 247.81
Oakland 245.89
Santa Clara 242.39
Sunnyvale 241.79
Los Altos 229.15
Mountain View 186.90
Walnut Creek 184.94
Los Gatos 173.45
Milpitas 151.29
San Jose ) 150.64
Los Altos Hills 117.44
Pleasanton N/A
Sacramento N/A
Key Metri
Upper Quartile
Second Quartile 418.05 283.72
Third Quartile 283.72 229.15
Bottom Quartile 229.15 117.44
Median 303.98

' Average 341.52






Table Il] - 96g Apartment Rates

MSW & Composting rate
Recycling  (if not included in
Combined  MSW/Recycling Food

City Rate rate) Total composting Composting notes
Belmont 108.08 75.66 183.74 Yes

64 gal is largest
El Cerrito 119.97 48.80 168.77 Yes composting bin available

Composting offered to

multi-family complexes
Berkeley 86.72 69.38 156.10 Yes with 10+ units.
San Carlos 88.40 66.32 154.72 Yes
Unincorporated Franchised Area (Burlingame to Menlo Park) 84.21 63.16 147.37 Yes
San Mateo 7191 5795 129.86 Yes
Burlingame 70.80 53.10 12390 Yes
Alameda 80.14 21.45 10159 Yes
Albany 93.45 9345 Yes
San Jose 89.92 89.92 Composting not offered
Los Altos 87.60 87.60 Yes
Millbrae 86.18 86.18
South San Francisco 8491 8491
San Francisco 83.72 83.72 Yes
Daly City 76.74 76.74
Colma 72.51 72,51
Sunnyvale 45.64 45.64
Sacramento 26.62 10.35 36.97
Pleasanton 36.30 36.30 Composting not offered
Mill Valley N/A N/A Yes See Note 1
Corte Madera N/A N/A Yes See Note 1

Note 1-Composting included in minimum apartment rate (1YD)

[Key metrics: ; e : o Low .
O {Unper Quartile 183.74 1239 -
Second Quartile 123.9 86.18
Third Quartile 86.18 45.64
Bottom Quartile 45.64 36.30
Median 89.92
Average 103.16







Table IV - Largest 10 Cities

Gty Population’ YD Rate
Hayward 144,186 $ $ 306.90
San Jose 945942 $ $ 150.64
Sacramento 466,488 $ N/A

Sunnyvale 140,081 $ $241.79
Richmond 103,701 $ 30.51 Yes Yes $ 330.59
Berkeley 112,580 $ 28.93 Yes Yes $ 453.28
Oakland 390,724 $ 28863 Yes Yes $ 245.89
Fremont 214089 $ 28.17 Yes Yes $ 468.30
San Francisco 805,235 $ 27.91 Yes Yes $ 352.34
Santa Clara 116,468 $ 23.75 Yes No $ 242.39
Highest $ 38.37 $ 468.30
Lowest $ 2375 $ 150.64
Average $ 3042 $ 310.24







‘ Table V - Nonweekly Service

City . 'state’ Trash ' Recycling Composting _Special conditions
Citrus Heights CA Wk Bi Bi

Rancho Cordova CA Wk Bi* Bi* * Alternating
Sacramento CA Wk Bi Unk

Bloomington IN Wk Bi Bi

Hamilton MA Bi* Bi* Bi* * Option for weekly fee
Hopkins MN Wk Bi N/A

Portland OR Bi Wk Wk

Cecil Township PA Wk Mo Unk

Olympia WA Bi* Bi* Bi * Alternating

Seattle WA Wk Bi Wk

Tacoma WA Bi Bi Bi* * Alternating

Legend: Wk = weekly, Bi = biweekly; Mo = monthly; Unk = not reported
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Anil Prakash

Four Embarcadero Cenier, Suite 400

9 m M E RC E R iar;f;a;;:;sggﬁ/\ 94111-4156

anil.prakash@mercer.com
WWW.Mercer.com

Adam Tabak

Corporate Controller
Recology Inc.

50 California St, 24th Floor
San Francisco

CA 94111-9796

March 8, 2013

Subject: Five Year Historical Weighted Average Trend

Dear Adam

This letter references Mercer's estimate of Recology's five-year historical weighted average trend
for the active San Francisco employee population. Based on the calculation methodology detailed
below, we estimate that this trend is 6.8% for the combined medical and dental costs.

Methodology _ (’/ |

We received historical rate data that included fully insured medical and dental renewal rate
increases as well as the self insured medical fully insured equivalent rate increases for the years
2008-2012. These rates relate to the medical and dental plans that cover Recology’s active San
Francisco population. The rates were provided by Recology's former broker AonHewitt and have
not been independently validated by Mercer.

The annual rate increases are listed below:

5 Year
Weighted 2012 2011 2010 2009 2008
Ave

Aetna PPO ; 6.55% 7.4% 10.3% 0.0% 5.0% 10.0%
Aetna EPO 6.52% 7.4% 10.3% 0.0% 4.7% 10.0%
Kaiser CA . 7.52% 4.5% 16.3% 0.2% 12.2% 0.0%
Health Net 7.48% 6.8% 11.7% 2.3% 10.5% 3.7%
Delta Dental 3.32% 0.2% 6.7% 3.9% 0.0% 10.6%
DeltaCare DHMO 3.45% 55% 3.0% 2.5% 2.5% 0.0%
Magellan - EAP 0.00% 0.0% 0.0% 0.0% 0.0% 0.0%

We have calculated the five-year weighted average trend adjustments by plan using 5:4:3:2:1
weighting. This means that the most recent year's trend is given a weighting of 5, the previous
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March 8, 2013
Adam Tabak
Recology Inc.

year is given a weighting of 4 and so on with the earliest year getting a weighting of 1. This
methodology gives higher credibility to more recent years' experience, as these years are likely to
be more representative of current market conditions and Recology’s current demographics and
claims experience. '

After calculating the weighted average trend by plan, a combined rate is produced by weighting
each rate by the projected 2013 claims cost for each plan. This produces a combined medical and
dental rate of 6.6%.

Observations

These trends have been specifically developed based on the specific five-year historical frend, as
requested by Recology to estimate the inflationary health care cost increases in rate years 2014,
2015 and 2016. For an employee population of this size Mercer does not typically use historical
trend experience when projecting future costs. For groups with fewer than 10,000 empioyees
trend figures can be volatile and do not typically observe a predictable pattern. For this reason we
would tend to use a more general trend rate based on market experience and conditions when
projecting future costs.

We have performed a similar analysis to the above based on Mercer’s guideline trend
assumptions for the same five-year period issued by Mercer’s Actuarial and Financial Group. This
analysis produces a combined medical/dental trend rate of 8.7%.

All estimates are based upon the information available at a point in time, and are subject to
unforeseen and random events. Therefore, any projection must be interpreted as having a likely
range of variabiiity from the estimate. Any estimate or projection may not be used or relied upon
by any other party or for any other purpose than for which it was issued by Mercer. Mercer is not
responsible for the consequences of any unauthorized use.

Sincerely,

Unilhiote

Anil Prakash FIA, FSA, MAAA
Senior Associate

MARSH & MCLENNAN
o COMPANIES






lL/

Anil Prakash

. ‘ Four Embarcadero Center, Suite 400
) M b I\ /I San Francisco, CA 941114156
‘\ _ i ERCER ) +1415743 8878

anil.prakash@mercer.com
www.mercer.com

Adam Tabak

Corporate Controller
Recology Inc.

50 California St, 24th Floor
San Francisco

CA 94111-9796

March 8, 2013
Subject: Rate Development Methodology
Dear Adam

This letter references the development of Recology’s 2012 and 201 3 self insured medical and
dental rates by Mercer. The methodology used to develop these rates is outlined below.

Methodology

’ Mercer uses underwriting techniques, based on actuarial guidelines, to project the future plans
costs for the self-funded pians.

The key factor in projecting future results is the prior experience of a group, especially when the
group consists of a large population. The process of forecasting past claims experience into the
future takes into account plan designs, member demographics, trends and group credibility. These
processes are widely accepted within the insurance market as the standard to establishing budget
and premium levels that are appropriate to cover future risks.

As a starting point to developing the 2012 and 2013 calendar year funding rates, Mercer collected
monthly paid claims and enroliment for Recology's medical, pharmacy and dental seif-funded
plans from Aetna and Delta Dental.

The average cost per enrolled employee was then calculated by dividing the total claims paid
(adjusted for stop loss recoveries and any prior plan design changes) by the average number of
enrolied employees in each plan on a 2 month jagged basis.

Once the average claims costs per employee were calculated, claims costs were projected to the

future plan year period by application of trend factors. The trend factors used in the projections are
within the acceptable trend ranges published by Mercer's Actuarial and Financial Group.

.’ MARSH & MCLENNAN
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March 8, 2013
Adam Tabak
Recology Inc.

These guidelines are published for active medical and dental populations, by benefit plan and
product. They faii within the framework established by the Actuarial Standards Board, which has
responsibility for the development of actuarial standards of practice used by all professional
organizations. :

The primary components of trend include the following:

» Inflation in unit prices for the same services

» Changes in utilization of the same services

+  Out-of-pocket leveraging

«  New technology/services (increases or decreases depending on the mix and cost of services)
+  Cost shifting from public payors (Medicare and Medicaid) to private plan payors

« Population aging
‘ After application of trend, no claims margin was added to the projection.

The last step is the addition of the administrative and stop loss fees to the projected costs. The
combination of the administrative fees and trended claims costs aliows us to establish funding
levels that are appropriate to cover future risks. Once the required funding increases for medical
and dental coverage are calculated, these increases are applied evenly to the rates of the
respective plans.

It is important to remember that these projections are only estimates. As with all estimates, they
are based upon the information available at the point in time and are subject to unforeseen and
random events. They must be interpreted as having a likely range of variability from the point
estimate.

Sincerely,

it

Anil Prakash FIA, FSA MAAA
Senior Associate

MARSH & MCLENNAN
COMPANIES
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2012 Rates for Actives Only

- Rales developed using aclive expenence only

- 0% claims margin

- Underwriling was prepared in aggregale, with any rales changes from 2012 budgel being 2pplied unifonmly across plans of the same 1ype
- Al olher assumpllons and melhods remain same as presenied for the 2013 budgel renewal (or 2012 aciual where applicable)

Medical, Prescription Drug, and Vision: Dental:

Dnlta Dental PFO.1509

PO Regular’

Emplayee QOnly -3
Employee + Ona Dspendent 10 5132882 Employee + One Dependenl g 5125.856
Employee + Family 15 51.820.42 Employae + Family 1z $1265.88
Total 32 53567 205 - Total it 537774
PEPY B7ETY PEPY $1.25%
UL PPO d= L T L. o0 s Delta Dental PPO IGO0 LAY, T8 T
E rmployee Oty $685.37 6/ Employes Unly 94
Employee + Cne Dependent 13 £1.315.45 Employze + Ona Dependoent 134
Empfoyee + Famyy 16 %1.515.85 L Employes + Fanuly 201
Toral 37 540,002 Total 4289
PEPY z PEPY
"7 EPO Regular;; 77 Delta Dantal PPO 4000 T

Employeo Only §735.21 [

g/ Erployee Only
Employee + Ono Dependent 51 $1,414.55 Employee + One Depsadant 169 $144.51
Employee + Family 85 $2.055.43 L Employes + Family 481 329831
Total 168 $3.404.046 Tots! 740
PEPY 520.262 PEFY
I T ERD B P SR L - B I
oled} MGy
Ermpioyee Oaly 36 $T38.35 g/ o N + v
‘{Employas + Cne Dependent 51 $1,412.91 s GRANDIOTAL ¥tk
Employee + Famdy 179 $2,053.07 Employaa Onty B 213
Total 266 85,553,667 Empioyee + One Dependanl 312
PEPY| $21.028 Employee + Family 674
Total 1.168 £24B2.315
L3 Passive PPO Regular A PEPY . 52,576
Employes Only $690.66
Employee + One Dependent El §1,321.62
E mpioyes + Family 15 51,820.42
Total 26 $490.229
PEPY $18,855
Passive PFO =L [ R R
E mployee Only 4 $400.08
Zmployaa + One Dependen! [+] $765.61
Emptloyee + Family 1] 5$1,112.36
Total 4 $19.202
PERY $4.801

Passive PPD Ragular.- GroverStotkton {5 7

5458.84

Employas Only

Employeo + One Oependent $084.98

Emgloyee ~ Family $1.499.41
Total 20 $233.970
PEPY $11.699

Medical, Presesiption Drug, and Vislon ¥ 2042 Total .-
|Emeioyee Cnly 87
Employeg + One Dependens 140
Employee + Femily 326
Toral 553 $10,343,902
pePY] - 519,789

All gstimates are based upon the information available ai 2 point tn lime, and are subject o unforeseen and random e.venls, Therefore, any projection must be
interpreted as having a likely range of variabdity from the estimale, Any estimale or projection may nol be used or retied upon by any other party or for any other
purpose than far which It was issued by Mercar. Mercer is nol responsible for the conseq es of any thorlzed usg.







2013 Rates for Actives Only

- Rates developed using aclive experience only

- 0% clatms margin

. Underwriling was prepared In aggregate, wilh the change from 2012 being applied uniformly across plans of the same type
. Al other assumptions and melhods remaln sarme as presented for the 2013 budgel renevat

Medical, Prascription Drug, and Vision: Dental:

Erveilicd Employids ©
urin 2012] :

';a!aéca;.

Délta Dental P23 1501

[Employee Only
Employee + One Dependant
Empioyee + Famly

=mployee + One Deperdent
Empioysa + Femily

Tolat a2 Total 30 543,433
PEPY PEPY 51338
T PPO Emhanced o o i bi T 7 Delta Dantal
Employes Onty ! B s7eeat G / Ermployes Only
Employee + One Depencent 13 £1.428.3%8 .L Employes + Ona Dapendent
Emgloyea + Family 16 3207545 Employes + Family
Total 37 5492557 Tola! 429
PEPY 518,723 FPEPY
i T EPQ.Regular, 2 ; *:Delta Dertal PPO 40007 L
Employeo Only 580637 Empioyee Only 1
Employee + Ona Dapendent 51 £,531.58 Employee + One Depandent %163.26
Employes + Family 95 %2, 22650 Esmployea + Family 461 $275.25
Tolal 168 53 BE5T0T Total 740 51.703.327
PEPY 2150 PEPY 52302

Employee + Famiy

Emplnyrr Oty

Emplayea + Family

Empioyee + One Dependent

Toual
PEPY
"Passiva PPO Regular - Crostiina/Panacaf = -\ RSV
Employee Only 4 543315
Employes + One Dependent a $828.85
Employea + Family o $1,204.38
yotal 4 $20,791
PEPY 85,198

“Passive PPO Regular X GroverSlockton 1+

$496.80

e EPD Enhinesd S A _ _
Employee Onty % sremas 18/
Employes + One Dependent 51 §1.525.82 !

Toral Employse + Ons Dependeal 312
PEPY Employea + Famfly 574
Total 1,199 $2,638,216
- Pazsiva PPO Regular:: PEFY $2,200

Employes Cnly
Employee + Qne Deperdant $1,044.80
Employeo + Family §1,623.47
Tolal 20 $252,328
FEPY $12,666
3, 2 flaty } £ pta
: - GRAND TOTAL?: b -
Empioyee Only
Employee + One Depsnaent
Employee « Family
Total 553 $11,848.893
PEPY $21.427

All estimates are based upon the intormation avaiable el a point In time, and are subject lo unforesenn and random events. Thecefore, any projection must be
inlerpreled as having a ltkely range of vanabliity from Ihe estimale. Any estimale or prajection may not be used of relied upon by any olher perly o for any other
purpose than tor which il was isstied by Mercer. Mercer I& not responsibie for the conseq of any d use.
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September 28, 2011

Maadalena Gilberstadt
Kalser Foundation Heszlth Plan, Inc.

A25 Market Street, Suite 925
San Franclsco, CA 84106

Subject; Recology Inc.—Kaiser Renewal Effectlve January 1, 2012

Dear Magda,

Please accept this letter as confirmation that Recology Inc. will be renewing Its medical coverage for

the current population with Kaiser for the period of January 1, 2012 throug

h December 31, 2012.

Employee Only "$565.85
Employee + One Dependent $1,131.71
Employee + Family $1,601.37

" Commissions Nel.of commissions

" Kaiser Northern California

" Employee-Orily $505.99 //
Employee + One Dependent $1,011.99 %
Employee + Family $1,431.96° %
Commissians Net of cammissions

1/1/2012 Premium.- PEFM |

T P
Employee + One Dependent $1,150.48 v
Employee + Family - $1,627.92 ]
Commissicns Net of cemmissions e

Consulting | Heallh and Benefits
190 Frenton) Strael | 15th Floor | San Franersco, CA 84105

1 41.415.486.7000 1 £++].415485.6909 | sonhewill.com






Magdalena Gilberstadt
.o Page 2
September 28, 2011

111i2012 Premium - PEPM -

Employee Only $418.01 -
Employee + One Dependent $536.02 -
Employee * Family $1.182.97 -
Commtissions Net of commissions /

2012 Plan Changes: No plan design changes and no mandatory plan changes.

Please review the above rates, sign the (etter and return back to Aen Hewlit by September 30, 2011.

Your signature below indicates that you have reviewed the above Information and commission
schedules presented in this letter and agree to their accuracy.

Thank you for your assistance. Shauld you have any questions, please do not hesitate lo contact me
at 415-486-7510.

Sincérely,
At /Q{zdc.u)‘,(jzfsm

Mechelle Medcalf Nelson
Vice President

ct: Larissa Koroleva, Aon Hewitt
_Jennifer Sweinberg, Aon Hewitt
Kristina Cox, Recology Inc.
Karen Fukuda, Recology Inc.
Jennifer Avrin, Recology Inc.

Name: U\Qﬁ\dﬂ\\{ O (o> \per S)Y*L(&_k‘
Signature: Wﬁfa{&cc - 5(7‘,{( ﬂ m@tf
Date: Q- 26- 201/ '
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September 28, 2011

1ois Cannon

Delta Dental of California

11155 International Drive MS A2S
Rancho Cordova, CA 85670

" Sublect: Recology Inc.—Delta Dental Renewal Effective January 1, 2012

Dear Lois,

Please accept this letter as confirmalion that Recology Inc. will be renewing its dental coverage for
the current popuiation wilh Delta Dental for the pericd of January 1, 2012 through December 31,
2012.

=l i

Administration Fee — Dental PPO o
{Union and ton-Union Plans) $7.74 PEPM
' Commissions Net of commissions

Emialoyee On‘I:,.'h T

g X Ly
Employee + One Dependent '$36.62
Employes + Family $54.01 L
Commissions _ Net of commissions

2012 Plan Changes—Delta Dental PPO Plan:

1. California Non-Union: Implement a frequency limitation of every 3 years on Panarex or
panoramic films 1o mirror fuli mauth X-rays.
5 All Plans: No other plan changes; No State mandatory plan changes

Congulting | Healh and Senubis
198 Erament Sirzat| 15t Flaor | San Francisee €A 94103
{41 515 463.7000 ] 1 +1.275.486.83001 aonhewil.com

[‘7/






Lois Cannon
Page 2
September 28, 2011

Please review the above administration fees, premium rates, plan changes, sign the lefter and return

back to Aon Hewitt by September 30, 2011.

Your signature below indicates that you have reviewed the above information and cammission

schedules presented In this letter and agree to their accuracy.

Thank you for your assistance. Should you have any guestions, please do not hesitate to contact me

at 415-486-751Q.

Sincerely,

/Q&ctudu/ /e,lmﬁﬂljj/z-fé%

Mechelle Medcalf Nelson
Vice President

cc! Larissa Koroleva, Aon Hewitt
Jennifer Sweinberg, Aon Hewitt
Kristina Cox, Recology Inc.
Karen Fukuda, Recology Inc.
Jennifer Aviin, Recclogy Inc.

Name: ,:ﬁﬁ! [ (‘i ﬂ i“‘J‘LDI\!

Sign

L{ﬁ’ﬁﬂ(/ﬁ,é{ﬂ—-»-— B

Date: [1 1/- 1’7 r/“

v






CONFIRMATION OF COVERAGE PLACEMENT —I

CARRIER/ISERVICE PROVIDER NAME: Kaiser Permanente CA

Client / Legal name: Recology Inc.
_Definition of eligible employees: All regular employees

Client / Insured Address: 50 California Street, 24" Floor,
' San Francisco, CA 94111-8796
This document will confirm placement of the following coverage(s):

[ Basic Life B4 Medical / HMO [] Dental f Prepaid
(] BasicAD&D {J Medicai/PPQ [0 Dental/PPO
["] Supplemental Life (1 Medical/ POS [0 Dental/PMI
(] Supplemental AD&D - [0 Medical / Indernity J vision
["] Short Term Disability [ Voluntary Benefits 1 StopLoss{Agg./ind.}
{T] Long Term Disability {1 Business Travel Accident [] Other -

Coverage will be effective on:  01/01/2013
For a period of: 12 months

POLICY # (renewal only): 35868 & 107186

Rates [ fees (ihcluding any subsequent period caps or guarantees) for the above-referenced
coverage(s) are:

Kaiser Northem California Regular HMO #35868-0000

Employee Employee+One Family

Rate | $569.57 4 $1,139.15_ $1,611.90 7

Plan design changes: — g/
- Add office visit copay to $15 ~
- Add outpatient surgety copay of $100
- Addinpatient hospital copay of $100 -
. - Increase emergency reom copay o $100
- Increase chiropractic copay o $15.
- Autism benefit per CA state mandate ]
- Non-Grandfathered status, mandated benefits apply (expansion of Women’s Preventive

Sefvices)
Kaiser $250 Deductible #35868-0003
Employee Employee+tOne Family .A
Rate $530.31 $1,06062 ./ $1,50078

Plan design changes: .
- Autism henefit per CA state mandate _
- Non-Grandfathered status, mandated benefits apply (expansion of Women's Preventive

Services)






@
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Kaiser Northern California Enhanced HMO #35868-0005 &0008

Employee Employee+One Family
Rate © 1 $601.87 .- $1,203.74 | $1,703.30 ’
Plan design chang\e}‘»: . ‘ g/

- Autism benefit per CA state mandate :
- Grandfathered status, mandated benefits do not apply (do not implement expansion of
Women's Preventive Services) .

Kaiser Southem Califomia Regular HMO #107186-0000

Employee . Employee+QOne Family

Rate $417.21 | $834.42 $1,180.71 7

Plan design changes:
- Add office visit capay to $15 .
- Add outpatignt surgery copay of $100-"
- Add inpatient hospital copay of $100
- Increase emergency room copay o $100 -
- Increase chiropractic copay to $15 -
- Autism benefit per CA state mandate .
- Non-Grandfathered status, mandated benefits apply (expansion of Women's Preventive
Services)

Kaiser Senior Advantage #35868-0007

Individuat 2 Party 2 Party Med/ | 2 Party Med/ { 1 Party Med/
Medicare , | Medicare NonMed _. | 1NocnMed . |2 NonMed .
Rate $433.02 ¥ |.5B66.04 - | $1.83748 $1.36%74 | 51639718

tyo w 29  F| 345.0 <

Plan design changes: ! 1,505.0 41,534 45
- Autism benefit per CA state mandate - )
. Grandfathered status, mandated benefits do not apply (do net implement expansion of

Women's Preventive Services)
Commissions: None .

Conditions of Coverage
1. Group-specific requirements. None

2. Rates assume a 12-month policy pefiod of 1/1/2013 through 12/31/2013 unless otherwise specified above.
Rating Assumptions:

The rates and benefits In this proposal inciude the Federal Health Care Reform requirements for dependent
caverage to age 26 and the elimination of lifetime maximums, Including durable medical equipment (DME)
annual maximums for contracts with renewal dates of October 1, 2010 or later. KP reserves the right to
modify the rates and benefits if we receive further clarification of Federal Health Care Refom requirements,
or to incorporate other applicable Federal Health Care Reform requirements. In addftion, Kaiser Permanente
reserves the right to make any change in these rates and henefits due to changes In State or Federal
lagislation or regulatory actlon.

KP reserves the right to rerate if actual enroliment results in a +/-10% change in the rates from what.was _
assumed at the time of this quote. Examples of changes that may impact rates Include, but are not limited to,

1he following: ‘
a. A change in the demographic factor.






b. A change in the average family size or subscriber distribution.
} . ¢. A change in the number of subscribers enrclled in KP.

d. A change in the number of plans offered alongside KP.

8. A change in the benefit design of a plan offered alongside KP.
f. A change in the employer contribution formula.

@

KP'rt_aserves‘the _right to change the rates in the event the employer funds, or offers to fund, ali or part of an
individual or familydeductible, copayment or coinsurance which is applicable under the KP plan unless
specifically noted in the Group-Specific Requirements abave.

3. Participation and contribution requirements:
a. Proposed rates and benefits assume 75% of averall eligible group employees-enrall in a company-
sponsored plan excluding those waiving for alternalive group coverage.
b. Proposal assumes employer pays at least 50% of the employee only cost and is non-discriminatery.

4. Quote assumes KP is offered alongside another health care plan KP must be offered on conditions that
?re no less favorable than those for other heaith care plans. Examples include, but are not limited to, the
ollowing: i

a. KP is offered to all eliglble employess.
b. KP has access to the employer and to the employees on the same basis as alf other health care plans
offered.
¢. The employer's contribution formula does not put KP in a disadvantaged positlan, Acceptable formulas
include, but are not limited to, fixed employer dollar or percentage contri bution, )
d. Basic and optional benefits such as DME, prescription drugs, and Infertifity are comparable among &li
health care plans offered, however, KP will allow preventive services as defined by Health and Human
Services {HHS) ta vary if speclfically approved by underwriting.
e. KP is not offered alongside plans with pre-existing condition provisions, health condition exceptions or
lifetime coverage limits.
£. If early retirees are covered, the employer offers all health care plans to early retirees on the same
basis.

T g. Eligibility rules such as dependent age limits and waiting periods for new hires are the same for all

j@ health care plans. .
h. No other plan Is alfowed preferential trealment that adversely affects KP.
i. The number of employee subscribers enrolfed in KP must be the greater of 5 or 5% of the lotal number
of employees entolled In all health plans in reglons whare KP is offered. _
J. Kaiser Permanente must NOT be offered along side an age-rated health care plan.

5. Product-specific participation requirements: Addltional Kalser Permanente Medicare Senior Advantage
(KPSA), Medlcare Plus or Medicare Cost Reguirements:
a. Mermbers must have Medicare Parts A and B to enroll in Medicare Senlor Advantage {KPSA),
Medicare Plus or Medlcare Gost and be eligible for Medicare rates, Members with only Part B may also
anroll but their rates will be subject to a surcharge.
b. Medicare eligible members must reside In the approved Medicare Sericr Advantage (KPSA},
Medicare Plus or Medicare Cost service areas to receive benefits for the group Medicare Senior
Advantage (KPSA), Medicare Plus or Medicare Cost offering.
¢. Pretiminary Medicare Senior Advantage (KPSA), Medicare Plus or Medicare Cost rates and benefits
are subject to change. ‘
d. Medicare Senior Advantage (KPSA), Medicare Plus or Medicare Cost praducts may not be available
for sale In all KP regions.
Additional Out-of-Area Product Requirements:
a. All employees offered KP Out-of-Area products must reside and work outside the KP service area.

8. Proposal requires eligibility for KP plan based on the following:
a. Emplayer - the employer cannot be considered a small group according to state law.
b, Actives:
- The employer must have an employerfemployee relationship to those offered a KP Plan.
- An eligible employee is defined as an active, permanent empioyee who is on the employer's payrall,
- and working a minimum of 20 hours per week. Temporary and Independent contractors (l.e., 1099
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N }Fn;:\ employees) are not eligible unless noted otherwise in this Rate Assumptions and Requirements
i document.

- The employea must live or work in the service area spicific to the product they enroll In.
- 100% of eligible employees must be covered by Worker's Compensation, where mandated by 1aw.
c. New enrollees: The prabatlonary pericd for new employees is non-discriminatory and reflects no more
than a 90-day waiting period unless noted ctherwise in this Rate Assumptions and Requirements
document.
d. COBRA
- 1t is the responsibllity of the employer group to enroll eligible members into.the KP COBRA plan in
compliance with federal law.
- Itis the employer's responsibility to comply with appropriate COBRA statutes. .
- KP will generally include COBRA members as part of the group blll. If individual billing has been
arranged, KP will assume responsibllity for collecting premiums from COBRA members, only acting as a
collection agent on behalf of the group, not as a fiduciary for the group. in addition, KP retalns the
authority to terminate a direct-billed member for non-payment.
e. Retirees .
- Eligible early retirees must aenroll in 2 health plan at the time of refirement and may later elect to enroll
in a KP plan at apen enrollment as long as they have maintained continuous enroliment In & health plan
since the time of retirement. '
- Early retirees under the age of 65 must be reported to KP and set up as a separate employes class or
subgroup. : ’
- Medicare eligible retirees cannot enroll it the active plan.
- Applicants for a Medicare Senfor Advantage (KPSA}, Medicare Plus or Medicare Cost plan must meet
all the Medicare eliglbility requirements, including those stated In this Rate Assumptions and
Reguirements document.
f. Dependents
- If an "in-area” employee has dependents that live outside the service areg, the employee and
dapendents must be enralled in the same product.

7. Compllance: KP reserves the right to make any change in the employer group's henefits and/for rates due
’{[LD to changes in State or Federal leglslation or reguiatory actlon.
03 !“N

8. Broker Paymenti: Brokers may he paid commissions and ather financial incentlves by Kaiser Permanente.

As an authorized representative, | accept this confirmation of coverage. By signing below, !
acknawledge agreement with the rates and benefits described above and that subsequent
contract(s) shall conform o this document unless otherwise agreed to in writing.

Authorized Representative: Kall Skleve

Legal Name of Insurer/ Service

Provider Kaiser Permanente CA

Signature: % N /'&/—)
n aa

Date: 9/1 %jl Z

This form must be signed and returned to Mercer prior to the effective date of coverage.

o’
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CONFIRMATION OF COVERAGE PLACEMENT ]

CARRIER!SERV!CE PROVIDER NAME: Delta Dental of California

Client / Legal hame: ' Recology Inc.
Definition of eligible employees: All employees — Regular and Enhanced
Client / insured Address: 50 California Street, 24" Floor,

San Francisco, CA 94111-9796

This document will confirm placement of the following coverage(s):

(] Basic Life [ WMedical / HMO
[] Basic AD&D [l Medical / PPO X
[] Supplemental Life ] Medical/POS ]
[l Supplemental AD&D [ Medicat / iIndemnity ]
[] Short Term Disability (] Voluntary Benefits ]
[1 Long Term Disability [] Business Trave) Accident []

Coverage will be effective on: _01/01/2013

For a period of: 24 . Months

Policy #s: - 00348 Delta Dental PPO
01424 Delta Care HMO

Denial f Prepaid
Dental / PPO
Dental / HMO

. Vision

Stop Loss {Agg. / Ind.)
Other — Commuter Benefit

Rates / fees (including any subsequent period caps or guarantees) for the above-referenced '

coverage(s) are:
Dental PPO ASO Fee: $8.00 per employee per month

Delta Care Dental HMO:

Tier Rates
Employee $22.88
Employee+1 $37.72

Employee+2 or more $55.63
Plan Changes: None
Plan Design: Reference Current EOCs

Commissions: None






24/

Adam Tabak
@ From: Lois Cannon [LCannon@delta.org}
- @E@ent: : Friday, August 24, 2012 3:53 PM
[ Dowling, Erin :
Cc: Fleming, Shannon; RichmanTapia, Lisa R; Miller, Serafina
Subject: FW: Recology: Delta Dental Confirmation of Coverage
Attachments: Recology Delta Dental COC 2013.pdf
Erin: ' :

This is to confirm the attached Mercer confirmation regarding our mutual client Recology is correct.
Please let me know of any questions.

Lois Cannon | Account Manager - Sales/Account Services | [cannon@delta.org

office 916-861-2338| cell phone §16-761-5928 | fax 916-858-0327

Delta Dental of California | 11155 International Drive, MS A2S | Rancho Cordova, CA 95670
We keep you smi{ing® } deltadentalins.com

Check out our new dental wellness program for enrollees, the SmileWaySM Wellness Program at:
www.mysmileway.com ’

From: Dowling, Erin [mailto:erin.dowling@mercer.com]
Sent: Wednesday, August 22, 2012 11:00 AM

Jo: Lois Cannon ,
.ir }ic: Fleming, Shannon; RichmanTapia, Lisa R; Miller, Serafina
“=Subject: Recology: Delta Dental Confirmation of Coverage

Hi Lois,

Attached please find the Mercer confirmation of coverage which outlines the Recology renewal rates and
conditions for 2013. Please review and if acceptable, please sign and return to us at your earliest
convenience. If you have any questions or concerns, please let us know,

Thank you for your help with this renewal.

Best,
Erin

Erin Dowling, Associate o

Mercer | Four Embarcadero Center, Suite 400, San Francisco, CA 94111, USA
+1 415 823 6605 | Fax +1 415 743 895Q | erin.dowling@mercer.com
www.mercer.com | Mercer (US) Inc.

Services provided by Mercer Health & Benefits LLC

Mercer Health & Benefits LLC - California License # 0E75483

This e-mail and any attachments may be confidential, proprietary or legally privileged. Any review, use, disclosure,

™ Mistribution or copying of this e-mail is prohibited except by or on behalf of the intended recipient. If you received this
Lhessage in error or are not the infended recipient, please delete or destroy the e-mail message and any attachments or

‘, copies and notify the sender of the erroneous delivery by return e-mail. To the extent that this message or its attachments

1
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CONFIRMATION OF COVERAGE PLACEMENT j

CARRIER/SERVICE PROVIDER NAME: Health Net

Client/ Legal name: ' Recology Inc.
Definition of eligible employees: All employees
Cllent f Insured Address: 50 Californla Street, 24™ Floor,

San Franciscoe, CA 94111-9796
This document will confirm placement of the following coverage(s).

[ Basic Life b4 Medical / HMO ] Dental/Prepaid

[] Basic AD&D 1 Medical / PPO [] Dental/PPO

[0 supplemental Life [0 WMedical/POS [] Dental!PM

[] Supplemental AD&D [l Medical / Indemnity Vision

1 short Term Disability [] Voluntary Benefits [] Stoploss{Agg./Ind.}

[C] Long Term Disabllity [] Buslness Travel Accident [] Other - Commuter Benefit

Coverage will be effective on: _01/01/2013
For a period of: 12 months

POLICY # (renewal only): 61327 & 65018

Rates / fees {including any subsequent period caps or guarantees) for the above-referenced
coverage(s) are:

Health Net Regular HMO #61327 (Non-Grandfathered Plan

Employee Employeet+One | Family ]\1 on ~Jnidon
Rate $669.63 $1,339.30 $1,937.24

Plan design changes:
. Increase offlce visit copay to $15

Increase outpatient surgery copay to $100
Increase inpatient copay to $100 (applies to any hospital stay)
Increase emergency room copay to $100
Increase chiropractic visit copay to $15
Women's Preventive Services 100% caverage will expand to include new setvices
(includes annual well-woman visits, screening for gestational diabetes, HPV DNA testing for
'women 30 years and older, sexually-transmitted infection counseling, HIV screening and
counseling, FDA-approved confraception methods and contraceptive counseling,
breastfeeding support, supplies, and counseling, and screening and Counseting for
Interpersonal & Domestic Violence)
Enhanced Autism Speech Therapy - plan now covers Behavioral Health Treatment for

Autism Spectrum Disorders when the services are medically necessary

ed (OB Rafes

L3N 10¢.3 2 glceq 1
(_;)C)O{QM | 200,82 c03.649







B

Heaith Net Enhanced HMO #65018 (Grandfathered Plan)

Employee Empioyee+One Family . o N YA

Rate $685.43 $1.370.91 $1,962.92

Plan design chanm_d—’\v’\\ 25/

Commissions: Graded Commission Schedule 10%

Conditions of Coverage:

1) Renewal action Is based upon a speciflc subscriber count as stated in the renewal offer
released. Health Net reserves the right to adjust rate if the enrolled EE count changes by
10% or more at any time during the renewal period.

2) Renswal assumes continuation of current carrier options, benefit optlons and current
contribution levels.

3) 3) Any decrease In coniribution is subject to Health Net approval. Employer contribution
changes may impact the renewal rating.

4) The addition ar deletion of any other health plan is not considered in the renewal rating.

5) Renewal assumes continuation of all products. if Rx is carved out, Health Net raserves the
right to adjust the Medical rates appropriately.

8) The right to review the adequacy of the stated renewal action and adjust or rescind ratss as
needed if the additlon or deletion of a health plan Impacts Heaith Net enroliment by 10% or
more.

7} Acceptance of the renewal by the pollcyholder constitutes agreement of the condltlons of
the renewal stated herein.

8) Health Net reserves the right to adjust the rates to compensate for any changes in
government legislation or mandates affecting the plan offering.

9) The renewal assumes that benefit levels for Injectables will remain consistent among all
2013 plan offerings. i that is not the case, Health Net resarves the right fo adjust this -
renewal and/or proposed benefit levels.

As an authorized representative, | accept this confirmatlon of coverage. By signing below, |
acknowledge agreement with the rates and benefits described above and that subsequent
contract(s) shall conform to this document unless otherwise agreed to in writing.

Authorlzed Representative: - [4 @ (/‘r,u [ <(/. o
' /

Legal Name of Insurer/ Service

Provider Health Net
Signature: 7@7@/‘
Date: 19 201 2-

This form must be signed and returned to Mercer prior to the effective date of coverage.

4%
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Adam Tabak '

.Subject: RE: 2012 Rate Confirmation

5% 72_8 CD_8/

From: Kristina Cox \} 00).
Sent: Tuesday, February 26, 2013 12:19 Pl 7"~ ) S i
To: Adam Tabak P\ans 303 %CIS TWO | 128603 + 2= LTRSS
Subject: RE: 2012 Rate Confirmation T Tt N
‘ Cowl 1860 .AS +/238.97 = 2099.12
Hi Adam — -
Nen’ OQ!OO S B -
Ploa 2\, 28l One. 2 ogﬁ—xq F1= 12145 4
Two \’)_‘a)‘-}.’)_l_-d Sl.e= 1430 ©

'Fam[ | §51.55 4 220 = 2078, 29

e TR

HealthNet Enhanced Rx leyr Plan Expenence
January 4, 2011 through.Jdune 30, 2012

Modco Ry with Health Mab
Eex+t Ee+ Family
515280 523043

anuasy-2011 < fraa 220
{rehsarys Eir* H B 3 92 135 323,087 527 8497 : AL
Lo B & 28 0 a7 528427 $28.422 528290 59:55%]
Apra-20t ] 8 W31 35 §23,162 523,342 SEH, 52 123005
Slay Y £l 7B 361] a7 S25,684 EZ5.084 "SIBZ5 150 150
201 5 8 0n 537 S25810 525610 8.3 148.5%
bty BOE u 2 B4 138 S24.145 524,145 S26,523 1184%
: g e S50 526058 WA

cisA8E 515 E20067 186,15
21591 327,550 113.5%
_ 5558 o5 SATE8E ¢ WEI%
P L AR 7 - BITETD  I2E0%
SeEss | Siedar 328697 S . U :
3 2 : s ] 11544 Q

522,358 523350 7442 1238% \ O\A{S

§r2556 52255 SITAIR 1R EH
: 52373 527283

g o w0 o

s

e (]

Eiamﬁ?ﬂ}’f
%Eré-”i};z

(SRR T 50

. éhanks!
Kristina






September 30, 2011

Kevin King

Health Net

180 Grand Avenue, 6th Floor
Oakland, CA 94612

Subject: Recology Inc.—Health Net Renewal Effective January 1, 2012

Dear Kevin,

Please accept this letter as confirmation that Recology Inc. will be renewlng Its medical coverage for
the current population with Health Net for the period of January 1, 2012 through December 31, 2012.

Recolegy will terminate the Health Net Seniority Plus plan, effective January 1, 2012. Please confirm
how to correctly terminate the one member enrolled in this program so that she may be enrolled in
the Health Net Medicare Supplement program (below) effective January 1, 2012.

B e AL yic : 120 P re 1 REP
Employee Only $642.99 7/%/
Employee + One Dependent . $1,286.03 .

Employee + Family $1,860.15
Commissions 6% Downgrade

Employee Only .08
Employee + One Dependent $1,284.21.
Employee + Family $1,857.55.
Commisslons .6% Downgrade

Refiree Only $281.81
Retiree + One Dependent $563.62
Commissions 6% Downgrade

2012 Plan Changes: No plan design changes. and no mandatory plan changes.

Consulting | Heafth and Bensfits
198 Fremont Street | 15th Floor | San Francisce, CA 94105
t+1.415.486.7000 | f +1.415.4B6.6909 | aonhewittcom






Kevin King
Page 2
September 30, 2011

Please review the above rates, sign the letter and return back to Aon Hewiit by October 3, 2011.

Your signature below indicates that you have reviewed the above information and commission
schedules presented in this Jetter and agree to thelraccuracy. :

Thank you for your assistance. Should you have any questions, please do not hesitate to contact me
at 415-486-7510.

Sincerely,
At crleﬂ//ﬁuALﬂ«(\rf,ULfm& |

Mechelle Medcalf Nelson.
Vice President

ce: Larissa Koroleva, Aon Hewltt
Jennifer Sweinberg, Aon Hewitt
Kristina Cox, Recology Inc.

. ' Karen Fukuda, Recology Inc.
y Jennifer Avrin, Recology inc.
Lot K
Name: Uy Sy 2/
Signvature: %%
Date: /d/ 5/‘2‘ v [[
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COLLECTIVE BARGAINING AGREEMENT
2012-2016
BETWEEN
RECOLOGY SUNSET & RECOLOGY GOLDEN GATE
AND

SANITARY TRUCK DRIVERS AND HELPERS UNION
LOCAL 350, IBT

Exh. 37
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COLLECTIVE BARGAINING AGREEMENT

' THIS AGREEMENT is made and entered into by and between SANITARY.
TRUCK DRIVERS AND HELPERS UNION, LOCAL 350, an affiliate of International
Brotherhood of Teamsters, hereinafier referred to as the “UNION,” and RECOLOGY GOLDEN
GATE DISPOSAL & RECYCLING COMPANY, RECOLOGY SUNSET SCAVENGER
COMPANY, hereinafter referred to as the “EMPLOYERS.”

WITNESSETH

It is the intent and purpose of the parties hereto that this Agreement promote and
improve the industrial and economic status of the parties, provide orderly collective bargaining
relations between the Employers and the Union, and secure a prompt and fair disposition of
grievances so as to eliminate interruption of work and interference with the efficient operation of
the Employers’ business.

SECTION 1. RECOGNITION

The Employers recognize the Union as the sole collective bargaining
representative for all employees of the Employers working in the classifications hereinafter set
forth, except and excluding the directors, office clericals, guards, and supervisors as defined in
the National Labor Relations Act.

The Employers shall not subcontract any bargaining unit work currently being
performed by bargaining unit employees. : :

SECTION 2. NON-DISCRIMINATION

- The Employers agree with respect to all hiring and-employment decisions that
there will be no discrimination or favoritism of any kind based on race, creed, color, sex, sexual
orientation, religion, age or national origin or on the basis of physical or mental disability or
medical condition as defined under the Americans With Disabilities Act and the California Fair
Employment and Housing Act, or the FMLA, so long as the affected person is fully capable of
performing all essential job duties.

SECTION3.  UNION SECURITY

(a) It shall be a condition of employment that all employees covered by this
Agreement shall apply for Union membership on or after the thirtieth (30th) day following the
beginning of their employment or the effective date of this Agreement, whichever is Iater, and as
a condition of continued employment, shall maintain their membership in the Union in good
standing. “Union membership” and “membership in good standing” shall mean for purposes of
this provision the payment or tender of payment by the employee of the initiation fee and
monthly dues uniformly applied by the Union pursuant to its Bylaws. In the event an employee
shall not comply with his/her obligation under this provision, the Union shall so notify the
individual, providing such information as is required by the National Labor Relations Act in such
circumstances, and copy the Employers. Thereafter, if the employee fails to remove his/her



delinquency within such period of time as the Union allows, but not less than ten (10) days, the
Union shall so notify the Employers and the Employer shall terminate the employee forthwith.

(b)  The Employers recognize the right of the Local Union to designate a job steward
from the Employers® seniority lists. The authority of the job steward so designated by the Local
Union shall be limited to, and shall not exceed, the following duties and activities: the steward,
upon receipt of prior approval from the Employers, shall be allowed a reasonable time to
investigate, present and process grievances on Company property without loss of time or pay
during his regular working hours, and, where mutually agreed to by the Employers and the
Union, off the property and at times other than during his regular working schedule without loss
of time or pay. Time spent handling grievances during steward’s regular working hours shall be
considered working hours in computing daily or weekly earnings.

(¢)  The steward shall, whenever possible, investigate, present and process grievances
after the completion of his daily duties. All employees, including the steward shall report to the
proper Employer representative with any concerns regarding unsafe working conditions,
including, but not limited to, hazardous material, defective equipment or dangerous access. No
shop steward or employee may change a customer container, location of pickup, frequency of
pickups, level of service without express authotization from Employer. All employees must
report, promptly, any changes in service provided to customer. In the event the handling of
grievances and the daily duties of the steward require more than a regular working day, the
steward shall receive no extra compensation. ‘

(@  This Agreement shall be binding upon all the parties hereto and their successors.
In the event the operations of the Employers which are covered by this Agreement, or any part of
said operations, are sold, transferred or assigned, the Employers shall require the purchaser,
transferee or assignee to adopt and become a signatory to this Agreement for the duration of its
term. At such time as the purchaser, transferee or assignee adopts and signs this Agreement, the
Employers’ obligations to the Union and to the employees shall cease and the Employers shall
have no continuing liability hereunder.

(e) The Employers shall give notice in writing of the existence of this Agreement to
any purchaser, transferee or assignee, with a copy to the Union, not later than the effective date
of the sale, transfer or assignment.

SECTION 4. EMPLOYERS’ RESPONSIBILITY

It is recognized that in addition to other functions and responsibilities, the
Employers have and will retain the right and responsibility to direct the operations of the
Employers and in this connection to determine the assignment of all work to employees; the
scheduling of routes and the methods, processes, and means of operation, to select, hire,
promote, demote, and transfer employees, including the right to make and apply rules and

regulations for discipline, efficiency, and safety, providing, however, that exercise of such rights
shall not conflict with the following provisions of this Agreement. '




SECTION 5. JOB CLASSIFICATION AND WAGE RATES

(@)  All occupations to which employees within the respective bargaining units are or
may be assigned are classified into categories listed below. It is understood that the
determination and operation of the job classification is the function and responsibility of the
Employers and placement of employees in any of the following classifications shall be subject to
the requirements of the Employers. Job descriptions for each of the classifications which are
covered by this Agreement and which are utilized by the Employers are set forth in Section 23 of

this Agreement.

(b)  Each employee will be assigned to a classification, the duties of which he/she is
competent to perform and which generally reflects his normal work. The fact that a job
classification is listed herein does not necessarily mean that it must be utilized by the Empiloyers.

(c) Any employee assigned by his Employers to perform work for any other company
shall, for the duration of such assignment, remain subject to the terms and conditions of this

Agreement.

(d)  Any dispute involving job classifications shall be settled in accordance with the
procedures set forth in Section 16 hereof.

WAGE RATES:
T2 IR Aa TS5 716
COLA COLA COLA COLA
3.0%-5.0%* 3.0%~-5.0%" 3.0%—6.0%"* 3.0%-6.0%"

HelperiDriver COLA COLA COLA COLA

39,01 40.18 41.39 42.63 43.91
Recycling Adjust to Fan | COLA COLA COLA
Collector 3 Wagew

COLA |

39.01 .23 43.50 44.80 46.15
Commercial COLA 4223 | COLA 43.50 | COLA 44.80 | COLA
Driver 41.00 46.15
Routs COLA COLA COLA COLA
Feadperson 41.00 4223 43.50 44.80 46.15
Shop COLA COLA COLA COLA
Foreperson 44.10 45.42 46.79 48.18 49.63
Assistant Shop COLA COLA COLA COLA
Foreperson 42.64 43.92 4524 46.59 47.99
Mechanic/Truck COLA COLA COLA COLA
Welder 42.00 4326 44.56 45.89 4727




M2 71M1M3 1M1/14 11115 11116
COLA COLA COLA - COLA .
 3.0%-5.0%" 3.0%-5.0%" 3.0%-6.0%" 3.0%~6.0%"
Shop Person COLA COLA COLA COLA
39.36 40.54 41.76 43.01 4430

*The dollar amounts shown for 7/1/13, 1/1/14, 1/1/15, and 1/1/16 are minimums, which assume
a COLA increase of 3% each year. '

The percentage increase above of three to five percent for the 7/1/13 and 1/1/14 adjustments and
three to six percent for the 1/1/15 and 1/1/16 adjustments shall be referred to hereinafter as
“floor/ceiling”. Employer agrees that increases in wages shall be based on the BLS Consumer
Price Index (BLS CPU-U) All Urban Consumers for San Francisco-Oakland San Jose area
(1982-84=100) (hereinafter “Index™) subject to the following conditions:

Employers shall determine the increase in the Index as follows:

For the increase effective July 1, 2013, the Employers shall apply the Index based on the period
October 2011 to October 2012, subject to the Floor/Ceiling. For example, if the Index based on
October 2011/October 2012 is 1.2%, the increase applicable July 1, 2013 shall be 3.0%. January
1, 2014, the Employers shall apply the Index based on the period October 2012 to October 2013,
subject to the 2014 Floor/Ceiling. The increase in each year commencing January 1 thereafter
shall be based on the same October to October test, as follows: 2015 shall be based on October
2013/October 2014, and 2016 shall be based on October 2014/October 2015 subject to the

floor/ceiling applicable for that year.

The percentage increases above shall be based on the wage rate then in effect. For example, if
the wage rate for Helper/Drivers in 2014 is $41.39/hour, and the Index for 2015 as determined
above is 3.3%, the Helper/Driver hourly rate effective January 1, 2015 shall be $42.75. These
increases shall be cumulative, and permanent.

Any Employee who is required to maintain a Class A drivers license for the purpose of
performing work, shall receive the same wages as the Transfer Drivers in the Recology SF

“Long Haul” CBA.

Employees in the Cart Department shall be paid at the Helper/Driver rate of pay; if the employee
drives, he/she shall be paid at the Fan 3 rate of pay for all time spent driving/on the road.

When the need exists for a second person on a front loader route, the Company will pay the
second person at the Commercial Driver wage rate. Second persons on rear loaders will be paid
under the Helper Driver scale. All Drivers will be paid the Fan 3 rate of pay with the following
exceptions: Recycling Drivers who will be paid under the Recycling Collector scale above until
7/1/13 at which time they will be paid according to the Fan 3 scale.) :

The above rate for the Shop Foreperson of $44.10 was calculated at 5% above the $42.00
Mechanic Truck Welder rate. Beginning with the July 1, 2013 increase, the rates for the Shop




Foreperson set out above were calculated by applying the applicable COLA formulas to the
$44.10 rate. '

()  New Hire Addendum

All employees who have completed six full months of employment as of
January 1, 2012 will receive 100% of the hourly wage and benefits for their classification from
that date forward. All employees hired after January 1, 2012 shall be hired under the following
wage percentages which take precedence over any conflicting wage in the Collective Bargaining
Agreement. '

1. Wages - New hires shall work under the applicable percentage in the
employee’s classification.
During Ist 12 months of employment 80% of hourly wage
During 2nd 12 months of employment 85% of hourly wage
During 3™ 12 months of employment 90% of hourly wage
After completion of 36 months 100% of hourly wage

® Mechanic Certifications

A.S.E. Certified mechanics will receive a base hourly wage increase based on the
level or levels of certification they obtain and maintain. This certification is available to the
Shop Foreperson and Assistant Shop Foreperson, and Mechanics.

e ¥ Level: Diesel Engine Certification 5%

o 2" Yevel: Certified Master Technician T3,
T4, T5, T6 & TS : 5%

The Shop Persons who perform the work of a Lube Preventive Maintenance
Person will receive a maximum base hourly wage increase of 3% if they pass the T8 test.

SECTION 6. GUARANTEED HOURS AND REASSIGNMENT

(a) All regular employees shall be guaranteed eight (8) hours per day and forty (40)
straight time hours of pay per week; provided such employees make themselves fully available
for work; provided further, however, that such guarantees shall not apply to employees with less
than one hundred twenty (120) calendar days of continuous service to the Employers.

(b)  Upon completion of an employee’s assigned route in less than eight (8) hours, the
employee must report to the garage before going home. Any employee who is reassigned to
perform any additional work (except missed pickups) shall be paid time and one-half for all such
additional work.



(c) Any employee who, at the specific direction of the dispatcher, is assigned and
performs work in a higher job classification shall receive the wage rate shown in Section 5
(above) for such higher classification for each day on which such work is assigned and
performed.

(d)  No Helper/Driver shall be required or allowed to perform said duties unless he is
specifically directed to do so by the company official in charge of Route Leadperson. Any
Helper/Driver who is directed to perform said duties shall be paid Route Leadperson wages for
the actual time spent performing said duties.

SECTION 7. HOURS OF WORK

(a) Straight Time Hours

Forty (40) hours of work shall constitute the maximum straight time work week,
provided that this section shall not be construed as limiting the number of hours of work any
employee may perform at overtime wage rates.

(b)  Overtime
All work performed in excess of eight (8) hours in any work day shall be paid for
at the overtime rate of one and one-half (1-1/2) time the straight time rate. All work performed

after twelve (12) hours in one day shall be paid at the double time (2X) rate of pay.

{c) Saturday and Sunday Work

All work performed on Saturday shall be paid for at the overtime rate of one and
one-half (1-1/2) times the straight time rate, and any employees performing Saturday work shall
be paid for not less than eight (8) hours.

All work performed on Sunday shall be paid for at the overtime rate of two (2)
times the straight time rate and any employee performing Sunday work shall be paid for not less
than eight (8) hours.

(d)  The regular work week shall be Monday through Friday, inclusive.

(e) . All shifts on Fridays that are required to perform Saturday work shall be
scheduled after 6:00 p.m. and at the rate of Saturday rate of pay. '

All shifts on Saturdays that are required to perform Sunday work shall be
scheduled after 6:00 p.m. and at the rate of Sunday rate of pay.

All shifts on Sundays that are required to perform Monday work shall be
scheduled after 6:00 p.m. and at the rate of Monday rate of pay.

3] It is agreed that the Employérs have the right to require eniployees to work
overtime as needed and that employees may be held over after completion of their regular routes
or shifts as needed. Call-out overtime (e.g. Saturday and Sunday overtime) shall be offered in




descending order of their seniority to employees who are qualified to perform the work required
on the particular route. If the most senior qualified employee declines the offer, the overtime
shall be offered to the next most senior qualified employee and so forth until the roster is
exhausted; the least senior qualified employee shall be required to accept the call-out overtime
assignment. In case of an emergency, the Employers shall have the right to depart from the
foregoing seniority procedure and the employee designated to work the call-out overtime shall be
required to perform the work. No employee will be allowed to work a double shift in violation of
DOT policy. ‘

(8)  The Employers shall maintain seniority rosters of qualified employees and shall’
rotate overtime on a fair basis.

SECTION 8. PAID HOLIDAYS

@ The following shall be paid holidays under the terms of this Agreement and all
eligible regular employees shall receive ej ght (8) hours straight time pay for each of such holiday
in addition to pay received for work performed during the course of such holidays.

New Year’s Day Employee’s Birthday
Martin Luther King’s Birthday Labor Day
President’s Day Columbus Day
Cinco de Mayo Veteran’s Day
Memorial Day Thanksgiving Day
July 4™ Christmas Day

(b) The total pay for a holiday received by regular employees shall be eight (8) hours
straight time holiday pay plus an additional eight (8) hours pay at the overtime rate of 2 times the
straight time rate of pay for any holiday actually worked: provided such employees work the
regularly scheduled work day immediately preceding the holiday and the regularly scheduled
work day following the holiday. If the employee works the holiday but does not work both the
regularly scheduled work day immediately preceding the holiday and the regularly scheduled
work day following the holiday, they will receive eight (8) hours straight time holiday pay plus
an additional eight (8) hours pay at the straight time rate. The employee shall be excused from
the requirement of working the day before and/or the day after if, upon either such day, the
employee is absent on a leave of absence approved in writing by the Operations Manager, or his
substitute, excused by evidence of a doctor’s note, on vacation, on another holiday, or on account
of any work related illness or injury sustained on the job or off the job. In any event, the
employee must present verification of illness or injury satisfactory 1o the Employers. Payments
for holidays shall be in strict conformity with this subparagraph (b), and all past practices by
which employees of either Employer have in the past received payments which vary from the
provisions of this subparagraph (b) are hereby abolished.

(c) - With respect to all employees other than regulars, any employee who reports for
work and is put to work more than ten (10) days in a calendar month shall be entitled to any paid
holiday which occurs during that month.



(d  If an employee’s birthday falls on a regular working day for that employee, the
employee will be allowed to stay home as long as the Employer can cover the work with its
existing complement of employees. Any employee who desires to take his birthday off shall so
notify the dispatcher five (5) days prior to his birthday. In the event that more than one employee
desires to take the same day off as his birthday and the dispatcher is unable to allow all such
employees to take the day off, the employee(s) granted the day off shall be selected on the basis
of Company seniority; and if the remaining employees still desire to take a day off in lieu of their
birthday, the dispatcher and each such other employee will select a mutually acceptable
alternative date. In that event, the alternate date shall be deemed to be the employee’s birthday
for purposes of payment. If the employee takes his birthday off; he shall be paid a total of 8
hours at the overtime rate of 2 times the straight time rate. If an employee works on his birthday
(except that in the case where an alternative date is selected as set forth above, the alternate date
shall be considered to be the birthday), he shall be paid in accordance with paragraph (b) of this
Section. It is understood between the parties that all regular employees are entitled to eight (8)
hours pay for each holiday whether the holiday is worked or not, provided they are still generally
eligible for benefits. : :

(6)  If any of the above-mentioned holidays falls on Sunday, the following Monday
shall be observed as a holiday; if any of the above-mentioned holidays falls on Saturday, the
preceding Friday shall be observed as a holiday. When a holiday falls during an employee’s
vacation period, the employee shall be paid an additional day’s pay.

- Notwithstanding the foregoing, there shall be no pyramiding of pay for holiday
work.

(g)  All holiday work must be assigned by seniority.

(h)  All employees assigned to the City Can Routes shall perform their job on the
holidays in that department as required.

SECTION 9. VACATIONS

_ (a) All regular employees shall be entitled to a paid vacation following each year of
continuous employment to be taken at a time agreeable to their Employers. They shall be entitled
to paid vacations as follows: one (1) week after one (1) year of continuous employment; two (2)
‘weeks after two (2) years of continuous employment; three (3) weeks after four (4) years of
continuous employment; four (4) weeks after seven (7) years of continuous employment; five (5)
weeks after twelve (12) years of continuous employment; six (6) weeks after twenty (20) years
of continuous employment; seven (7) weeks after twenty-five (25) years of continuous
employments; and eight (8) weeks after thirty (30) years of continuous employment. Time off as
a result of an industrial injury shall be credited as time worked for purposes of this section.

(b) All vacations shall be subject to the qualifying requirements of the Company.

()  Employees shall be required during December of each year to sign up for their
vacation dates for the coming year in accordance with the following procedures:




(i) During the first week of December the Employers shall notify all
employees that the vacation sign-up will occur during the last two (2) weeks in
December, Employees may sign up for vacation through a written proxy. The
employee’s vacation will be recorded at the time he/she would normally sign per
seniority. In the event that any weeks) are unavailable, the employee will be
allowed to sign in person per part (iv).

(i)  During the last two weeks in December, the Employers will assign a date
for each employee to meet with the Dispatcher for the purpose of signing up for
the employee’s vacation preferences. The date for meeting with the Dispatcher
shall be assigned on the basis of departmental seniority, with the employee in the
department having the most Company seniority being given the opportunity to
sign up first, and so forth; :

(i)  Any employee who fails to show up on the date assigned will be allowed
to sign up for a later date, but will not be entitled to bump other employees who
signed up timely. In such event, the Employers shall attempt to accommodate the
employee’s first choice of vacation dates, but the Employers retain the sole
discretion to require the employee to choose from other available dates.

(iv) The Eniployers guarantee that if an employee is sick or otherwise off work
at the time he is supposed to sign up for his vacation, the Employers will allow
the employee to sign up at the time such employee returns to work

(V)  An employee who has already signed up may change his prior choice of
vacation dates, but only after consulting with his Employer and reaching a
mutually satisfactory agreement. The Employers, insofar as is practicable, will
grant employees vacation on the dates selected by the employees.

It is also agreed that employees will have the option to work part of their
vacations rather than take time off. This option is available for any weeks in
excess of three (3) weeks that the employee has earned. If an employee desires to
exercise said option, he must communicate his desire during the sign-up in
December of the year preceding the vacation year. Once the employee has
decided to cash out excess vacation, said vacation checks shall be issued during
the month of February.

(vi) In the administration of the provisions of these vacation scheduling
procedures, there shall be absolutely no bumping of employees already signed up,
regardless of seniority, unless agreed to by the employees involved in the
individual change being requested.



_VACATION SCHEDULE

AL & RECYCLING COMPANY EMPLOYEES
_ GARBAGE ROUTE
January to middle of June - 10 per week

Middle of June to middle of September - 10 per week
Middle of September to end of the year - 10 per week

GOLDEN GATE DISPOS

DEBRIS BOX DEPARTMENT

January to middle of June - 3 per week
Middle of June to middle of September - 4 per week
Middle of September to end of the year - 3 per week

FRONT LOADERS

3 per week all year

. SHOP DEPARTMENT

Mechanic/Truck Welder - 3 per week
Shop Person - 2 per week

'SUNSET SCAVENGER COMPANY
GARBAGE ROUTE

January to June 15th - 20 per week
June 15th to September 15th - 20 per week
September 15th to the end of the year - 20 per week

DEBRIS BOX DEPARTMENT

January to June 15th - 3 per week
June 15th to September 15th - 4 per week
September 15th to the end of the year - 3 pet week

FRONT LOADERS
3 per week all year

SHOP DEPARTMENT

Mechanic/Truck Welder- 4 per week
Shop Person - 2 per week

CART DEPARTMENT
2 per week

10



(vii) In the event there is a conflict between a mechanic’s vacation and his
night shift obligations, the mechanic will try to arrange a voluntary switch with
another mechanic. In the event that the switch cannot be done on a voluntary
basis, the lowest mechanic on the Seniority List will be required to switch.

(d)  If upon termination, an employee has completed less than a fuil year of
continuous service from his last anniversary, the employee shall be paid pro rata his accumulated
vacation based on the number of months worked since his last anniversary.

(e) No employee shall be allowed to take more than four (4) consecutive weeks of
vacation, except that an employee who furnishes proof that he is going to go out of the country
for his vacation and that he needs additional time off may request more than four (4) weeks. The
additional time shall be granted upon satisfactory proof. '

(f) Vacation pay shall be computed and paid at the classification in which the
employee worked the most hours in the preceding calendar year. This shall not apply where an
employee has successfully “bid into” a new classification. In that instance, vacation pay shall be
paid at the classification rate which the employee bid into.

(8) - All employees who retire pursuant to the Employers’ pension plan during any
month of the year shall be entitled to receive their full vacation pay in the event that such
employee did not take their vacation-time allowance off during the same year.

(h) No Employee shall be charged vacation (during any absence) day except when
approved by the individual employee. This paragraph does not change the
requirements/qualifications for vacation scheduling, use, and approval.

) The Company commits to make sufficient slots available at Vacation Sign Up to
allow all employees to sign up for all their vacation during the calendar year.

SECTION 10. SICK LEAVE

(@) Each regular employee shall be entitled to take up to twelve (12) days paid sick
leave per year. As used herein, the term year means a period from January 1 to January 1 during -
the life of this Agreement.

(b) An employee shall be entitled to receive pay for a sick day commencing with the
first day of each illness; provided, however, that he must furnish satisfactory medical verification
of each said illness if requested. Any employee absent due to illness for only one day will not be
requested to provide a medical certificate to be paid. :

(c) On the first payday following January 1, of each year each employee shall receive
a day’s pay for each unused day of sick leave. Said pay shall be at the wage rate which was in
effect during the period in which the unused sick leave was accrued.

(d) There shall be no accumulation of sick leave from year to year.
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(e) No Employee shall be c'harged a sick day (dufing any absence) except when
approved by the individual employee. This paragraph does not change the requirements
regarding the use of sick days.

SECTION 11. MAINTENANCE OF BENEFITS

(a) If an employee is off work due to illness or injury on state disability, any benefit,
except health and welfare insurance, due him or her under the Collective Bargaining Agreement
shall be paid for a maximum of six (6) months. The contract provides disability insurance which
begins after the employee has been disabled for one hundred eighty (180) days. Health and
welfare benefits shall continue for a maximum of twelve (12) months. Any employee being paid
under workers compensation laws are not subject to these limitations. Benefits to employees
being paid under workers compensation laws shall terminate at the conclusion of the workers
compensation proceeding. No employee shall suffer a reduction of his or her hourly wage by the
implementation of this Collective Bargaining Agreement.

(b)  Health and Welfare. Effective on the first of the month following ratification of
this Agreement, employees who work eighty (80) or more hours per month will receive the
Recology Health, Life and Long-Term Disability Package. The Employers may modify said
package from time to time, upon notice to the Union, but guarantees that the level of benefits
included in the package will not be reduced during the term of the Agreement unless required by
law. Further, during the term of this contract there will be no monthly employee premium
contribution for the employee to participate in the Aetna EPO Plan, Aetna PPO Plan, Kaiser
HMO Plan or HealthNet HMO. :

() Effective July 1, 1997, the Kaiser HMO Plan and HealthNet will be
changed so there will be no co-pay for doctor visits. :

(i)  Effective January 1, 2007, the annual maximum for dental benefits in thé
dental indemnity plan will increase from $3.,500 to $4,000.

(iii) Effective January 1, 2005, with the exception of Aetns, the maximum
number of chiropractor visits in Kaiser will be forty (40) per year and HealthNet
will be fifty (50) per year.

(iv)  Effective January 1, 2007, the eyeglass frame allowance for the Aetna
vision plan will be increased from $100 to $200.

a)  Allowances in the other health plans are as follows:
(1)  Kaiser eyewear allowance: $200.
(2)  HealthNet eyeglass frame allowance: $100.

(v)  Effective January 1, 2002, the lifetime orthodontic maximum in the dental
indemnity plan will be increased from $2,000 to $2,500.
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(vi)  This agreement supersedes the San Francisco Healthcare Accountability
Ordinance and the San Francisco Healthcare Security Ordinance and the Union
hereby waives any additional rights or benefits employees covered by this
agreement may have under these laws if either or both were legally applicable or
subject to waiver. ‘

(c)  Supplemental Payment. The Employers shall pay $75.00 per week to each
employee who is off work on account of illness or injury; provided, however, that there shall be
no payment for the first two (2) weeks of absence.

(d)  Retiree Health Plan. Effective January 2007 (December hours/January
Contributions) the Employers shall participate in the Teamsters Benefit Trust (TBT) by
contributing to the Retirement Security Plan (“RSP”), a retiree health plan, on behalf of each
employee who has passed their probationary period and who works eighty (80) hours or more
per month. The Employers shall submit the RSP monthly contribution rate as determined by the
TBT Board of Trustees on behalf of all active members subject to this Agreement and shall pay a
supplemental RSP monthly contribution as determined by the TBT Board of Trustees for
purposes of making the RSP comparable to active employee coverage for Rule.of 84 Retirements
as described in paragraph- (k) up to the retiree’s 65" birthday. Said supplemental RSP premium
shall not exceed 10% of the standard RSP GOLD premium through 12/31/15 and shall not
exceed 12% of the standard RSP GOLD premium thereafter. The Employers shall maintain both
the standard and supplemental components of the RSP benefit for the duration of this
Agreement.

For purposes of their participation in the RSP the Employers hereby adopt the TBT Agreement -
and Declaration of Trust and agree to accept the TBT Subscriber’s agreement providing for
participation in the RSP.

(e) Pension Plan. The Employers shall continue to maintain a pension plan for all
- eligible employees. The designation of the plan for employees hired prior to January 1, 1989 and
employed by Golden Gate Disposal Company is the RECOLOGY INC. DEFINED BENEFIT
PENSION PLAN. The designation of the plan for employees hired prior to January 1, 1989 and
employed by Sunset Scavenger Company was the ENVIROCAL, INC.—RETIREMENT PLAN.
The ENVIROCAL, INC. RETIREMENT PLAN was merged with and into the RECOLOGY
INC. DEFINED BENEFIT PENSION PLAN and remains a separate benefit structure under that
plan. Employees hired by either Company on and after January 1, 1989 shall be participants in
the RECOLOGY DEFINED BENEFIT PENSION PLAN, and not in the other plans mentioned
above. The current trustee of the pension plan is Prudential Bank and Trust Company, FSB, and
the Employers may change trustees at any time. _

The earnings upon which pension benefits under each plans shall be determined,
shall be those earnings defined in each plan.

() For eligible employees who retire under the terms of the pension plan on or after
January 1, 2000, the multiplier in the RECOLOGY—DEFINED BENEFIT PENSION PLAN
shall be 1.6% and the multiplier in the ENVIROCAL benefit structure under the RECOLOGY
INC. DEFINED BENEFIT PENSION PLAN shall be 1.75%. These multipliers for eligible
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employees will be used for all years of Benefit Service. Effective January 1, 2001, employees
who are participants in the RECOLOGY DEFINED BENEFIT PENSION PLAN who are
represented by Teamsters Local No. 350 and who accrue the RECOLOGY benefit will have their
retirement benefits calculated using a maximum Benefit Service of 40 years, and their maximum
benefit will be $4,166.67 per month. Plan Compensation does not include any compensation
earned after 40 years of Benefit Service. Participants who accrue the ENVIROCAL benefit will
continue to have their retirement benefits calculated using a maximum Benefit Service of 40
years, their maximum benefit will be $4,166.67 per month, and Plan Compensation does not
include any compensation earned after 40 years of Benefit Service.

{2 Starting with the Pension Plan Year beginning 10/01/2012, and for the term of
any successor agreement(s), Recology Inc. will increase its annual contribution to the Recology
Defined Benefit Pension Plan so that (by generally accepted actuarial standards) the plan is
projected to be funded at 90% no later than September 30, 2016. “90% funded” for this purpose
shall be measured by taking the market value of plan assets and dividing by the actuarially
determined accumulated benefit obligation (ABO) on the Company’s pension plan disclosure at
the end of the prior plan year. In order to obtain this 90% funded status, the Employers agree to
make an average annual contribution of $18 million until the 90% funded status is reached. In
addition to the annual average contribution of $18 million an additional average contribution of
$7 million will be made each plan year (for a total average contribution of $25 million per plan
year over the term of this Agreement), or such lower amount to bring the funded status up to
90%, but the total contribution for the plan year shall not exceed the maximum deductible under
the Internal Revenue Code. “Average” for purposes of the Employers’ funding obligation is not
intended to (1) change the Employers’ overall funding obligation but to recognize that the
Employers may contribute more than $25 million in one year and less than $25 million in
another; or (2) allow the Employers to backload this funding obligation on the later years of this
agreement. As long as the Plan is at the 90% funded level as described above, no contributions in
excess of ERISA minimum contributions will be required by this Agreement.

(h)  In addition to the 90% funding obligation described in the preceding paragraph,
effective October 1, 2015 the funded percentage of the Recology Defined Benefit Plan shall be
no less than 80% as defined by the Adjusted Funding Target Attainment Percentage as that term
is defined by the Pension Protection Act of 2006. At the conclusion of each plan year, the
Employers shall allow an independent actuary to review information and data actuarially
necessary to determine the Plan’s funded status. Such review shall be performed by Milliman
USA (or such other qualified actuary designated by the Union).

i) The Union may designate one individual to be appointed by the Recology Board
of Directors to the Recology Pension Commiittee. Such individual must be competent in pension
matters, be willing to carry out the fiduciary duties under ERISA, and be approved and appointed
by the Recology Board of Directors.

) The parties acknowledge that, (a) although this Agreement applies to Recology
subsidiaries Golden Gate Disposal and Sunset Scavenger, the funding obligations described in
this paragraph (g) are assumed by parent corporation Recology, Inc., and (b) these funding
obligations are intended to reach the targeted funded percentages listed for purposes of the
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Recology Defined Benefit Plan in its entirety, not simply the Golden Gate Disposal and Sunset
Scavenger benefit structures within that Plan.

(k) Rule of 84 Retirement. Effective January 1, 1998, when an Employee reaches the
age of fifty-four (54), and the Employee’s age when combined with the total years of
contributory service exceeds eighty-four (84), the Employee shall meet the age and contributory
service requirements to retire with one hundred percent (100%) of the pension benefits.
Employees who choose to exercise this early retirement option after September 2012, shall not
be eligible to participate in the Employer’s health plan but shall instead be eligible to participate
in the Teamsters Benefit Trust’s RSP and Supplemental Retirement Security Plan, referenced
above, according to the eligibility requirements of that plan (with the exception of those former
Envirocal Noteholders, who are entitled to coverage under the Employer’s plan by separate
contractual undertaking).

It is understood between the Parties that employees who choose to retire prior to
October 2012 as Rule of 84 Retirees shall continue to participate both in the Employer’s health
plan up to age 65 and TBT’s RSP plan.

SECTION 12. FUNERAL LEAVE

Each employee shall be entitled to receive up to eight (8) days’ paid funeral leave
(or nine (9) days if the employee is required to travel outside of the State of California) on each
occasion of the death of a grandparent, grandchild, mother, father, grand-parent-in-law, mothes-
in-law, father-in-law, sister, brother, spouse or child. The Employers agree that once the
employee satisfies his Employer, with proof of death, the fumeral leave will automatically be paid
without delay.

SECTION 13. UNIFORMS AND EQUIPMENT

(a) Packing Can: It is understood that most rubbish collection employees employed
by Golden Gate Disposal Company do not utilize packing cans. Should the need arise on any
route, Golden Gate Disposal Company agrees to supply an appropriate packing

, Sunset Scavenger Company shall supply and maintain, within each twelve-month
period, one standard packing can, 24 inches in diameter, with wheels, carrying handle and -
dumping handle, for each employee who is required to use one on the route.

Each employee of the Employers to whom a can is furnished is responsible for
any damage to it which is the result of the negligence of the employee. In the event a ¢an is lost
or damaged beyond repair, the can must be replaced by the employee at his own expense. Before
a replacement can is issued, the employee seeking a replacement at the end of the twelve-month
period must turn in his old can.

(b)  Rain Gear: The Employers shall furnish each contract year, at Company expense,
rain gear when required for route employees, not to exceed one set every year. In the event the
rain gear is lost or damaged beyond repair before the expiration of the one-year period, the
employee must replace it at his own expense.
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The Employers will maintain an adequate number of sets of rain gear in the shop
for use as needed by shop personnel.

(c) Uniforms: The Employers will furnish to each regular employee, including shop,
five (5) sets of uniforms in February of each year. The Employers shall also furnish for use by
shop personnel an adequate supply of coveralls. All employees working outside the facility must
have their high visibility vests as the outermost garment.

(d)  Work Boots: Employers agree during January of each year during the term of this
Agreement to pay each regular employee $200.00 to be used for the purpose of purchasing work
boots. Work boots shall be substantial in quality and of the type customarily wom by garbage
collectors and shall be in reasonably good condition. Employees will not be allowed to wear
excessively worn boots or unsafe footgear.

(e) Safety Equipment: The Employers shall maintain for use as required .by shop
personnel an adequate supply of safety equipment such as welding masks, hard hats, dust filters
and such other devices as may be required by law or regulation. Safety bonus that were paid
separately in prior contracts are now computed in the hourly wage as set forth in Section 3.

63 Hand Tools and Insurance: Shop personnel must provide all their own hand tools.
The Employers agree to provide adequate insurance to compensate shop personnel for losses as
the result of theft or other casualty. Such compensation shall be by replacement of the tool and
not by cash. ‘

(g)  Gloves: The Employers will furnish fifieen (15) pairs of working gloves per year
to route employees. ‘

(h)  No Cash Allowance: Except as provided in subparagraph (d), above, there shall
be no cash allowance given to any employee in lieu of the receipt by him -of any of the items
provided for in this Section 13.

) Employees are required to wear their uniforms and work shoes at all times during
working hours. Any employee who violates this requirement shall be sent home without pay and
shall receive a warning letter. :

SECTION 14. NO STRIKES OR LOCKOUTS

It is agreed that there shall not be any stoppage of work either by strike or lockout
by the Union or the Employers during the life of this Agreement. It shall not be deemed a
violation of this Agreement or cause for discharge for any employee to honor any picket line
authorized by the Joint Council of Teamsters having jurisdiction in the territory where the picket
line is in effect, and no employee shall be discharged or discriminated against for Union
activities or upholding Union principles. :

SECTION 15. DISCHARGES AND SUSPENSIONS

(a) Employees shall be subject to discharge for dishonesty, intoxication, willful
insubordination, recklessly negligent performance of duties, competing with Employers, without
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prior warning or notice. Discipline for other matters such as, but not limited to, habitual
tardiness, failure to report for work, neglect of duty, and violation of published company rules
and regulations shall require a written warning to the employee and any similar offenses
occurring after two prior warnings and within six (6) months of the last warning shall be grounds
for discharge. Discipline for absenteeism and tardiness shall be tracked separately from other
offenses for purposes of discipline. All warning letters may not be used for disciplinary action if
said warning letter is more than six (6) months old. Copies of all warnings must be sent to the
Union.

(b}  Any suspension for more than five (5) days is governed by the same procedure as
that required for discharges. A suspension of five (5) days or less may be given without notice
but shall not be given without just cause. A notice of suspension of less than five (5) days shall
be sent to the Union and shall constitute a written warning within the meaning of subsection (a)
hereof.

(c) Probationary employees are subject to discharge for any reason deemed sufficient
in the sole discretion of the Employers.

SECTION 16. SETTLEMENT OF DISPUTES

(a) Disputes: In the event that a dispute arises during the term of this Agreement
regarding the interpretation or enforcement of any section of this Agreement, or the terms or
provisions of written agreements supplementary to this Agreement, the matter in dispute in all its
particulars shall be set forth in writing by the complaining party and served upon the other. If the
dispute is not settled by the parties within ten (10) working days following the receipt of such
written notice, or within such extended time as may be agreed upon, the dispute shall be referred
to the Federal Mediation and Conciliation Service. No change in this Agreement, or
interpretations resulting from a Federal Mediation -and Conciliation Service or arbitration
proceeding hereunder, will be recognized unless agreed to by the Employers and the Union.

(b)  EMCS: If the dispute is not settled by the parties within ten (10) working days
following the receipt of such written notice or within such extended time as may be agreed upon,
the dispute may be referred to the Federal Mediation and Conciliation Service (FMCS) in
accordance with subsection (b) -hereof. Written notices given under this provision may be
transmitted by telefacsimile (fax). If the United States Postal Service is used for notice, the post-
marked date will be the date upon which service is effective.

©) Arbitration: In the event that a resolution of a dispute regarding the interpretation
or enforcement of any of the sections of this Agreement, or the terms or provisions of written
agreements supplementary hereto, is not reached at the FMCS step, the dispute shall, upon the
request either of the Union or the Employers, be submitted to a neutral arbitrator mutually
selected and agreed upon, whose decision shall be final and binding,

(d) Selection of Arbitrator: Unless the parties can otherwise agree upon an arbitrator,
a list of arbitrators shall be requested from the Washington, D.C. Office of the Federal Mediation
and Conciliation Service. After a toss of a coin to decide which party shall move first, the
Employers’ representative and the Union representative shall alternatively strike one name from
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the list until one name remains and such person shall be the arbitrator for the determination of
the case. The next to the last name stricken shall be the alternate arbitrator, and so on. The
arbitrator shall have no right, power or authority to add to, subtract from, alter, amend or change
any term or provision of this Agreement. Discovery procedures as permitted under California
Law are permissible.

(e) Cost of Arbitration: Each party shall bear its own expense in presenting the case
to the arbitrator. The expense of the arbitrator and of the reporter, if any, shall be divided
between the parties hereto. The Employers agree to pay a sum equal to but not greater than one-
half of said expense, and the Union agrees to pay a Sum equal to but not greater than one-half of
said expense. Each side shall bear its own expense of producing witnesses, experts, interpreters
and the like. ' :

§3) No Interruption of Work: There shall be no interruption of work during the
settlement of a dispute.

SECTION17. CHECK-OFF SYSTEM AND CREDIT UNION

(a) The Employers agree to recognize all written authorizations from Union members
authorizing the deductions for their compensation of all uniformly required dues for the period of
authorization which, in any event, shall be irrevocable for a period of one year. The Employers
do not agree to deduct initiation fees, assessments or other exactions imposed by the Union
unless the expense to the Company is paid by the Union. All deductions. made pursuant to this
Agreement shall be deducted from the. employee’s second payroll check of the month and shall
be transmitted to the office of the Union by the twenty-eighth (28th) day of the same month. In
the event the amount of said deductions is not transmitted to the office of the Union by the 28th
day of any month for some reason beyond the Employers’ control (for example, the fact that a
particular pay period ends on or close to the 28th day), the Employers shall have a reasonable
time within which to make said remittance. In no event shall the Employers’ failure to make
timely remittance be deemed by the Union, for any purpose whatever, to be a default in the
timely payment of dues by any Union member.

(b)  The Employers shall make credit union deductions from employee paychecks and
transmit the amounts deducted to the employee’s credit union upon receipt of authorization and
designation duly executed by the employee; provided, however, that the deduction so authorized
is a fixed sum each payday and the amount is not changed by the employee more frequently than
once a year. :

(©) DRIVE Deduction: (Upon ratification) the Employers agree to deduct from the
paycheck of all employees covered by this Agreement voluntary contributions to D.R.LV.E.
D.R.LV.E. shall notify the Employers of the amounts designated by each contributing employee
that are to be deducted from his/her paycheck on a weekly/bi-weekly basis for weeks worked.
The phrase “weeks worked” excludes any week other than a week in which the employee earned
a wage.

Employers shall transmit to D.R.1V.E. National Headquarters on a monthly basis,
in one check, the total amount deducted along with the name of each employee on whose behalf
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a deduction is made, the employee’s social security number and the amount deducted from the
employee’s paycheck. The International Brotherhood of Teamsters shall reimburse the
Employers annually for the Employers’ actual cost for the expenses incurred in administering the
payroll deduction. »

SECTION 18. PAST PRACTICES

(2) The parties agree that during the term of this Collective Bargaining Agreement,
all past practices shall continue provided they are consistent, well-defined and have been
repeatedly followed by both parties, over a reasonable period of time without objection. Both
parties agree that during the term of this contract to meet as often as needed to list all past
practices that currently exist.

(b}  No past practice which may subsequently be determined to constitute a
discriminatory employment practice shall be maintained; provided further, that should any
provision of this Agreement or any practice maintained in effect pursuant to this Agreement be
required to be terminated, modified or amended in any way by an order of any court of
competent jurisdiction, the parties hereto agree that they will forthwith make whatever changes,
modifications or amendments as required to be made to this Agreement or said practice by the

order of said court.
SECTION 19. CASUAL AND EXTRA EMPLOYEES

(@)  The parties recognize that the Employers have a need for casual and/or extra
employees to replace employees who are sick, on vacation or who for other reasons do not report
for work. Accordingly, the Employers shall establish a pool of persons who are available for
such work. A list of such individuals shall be maintained by the Employers, arranged
sequentially in accordance with their first day of work, and shall be updated as needed for

accuracy.

(b)  Available extra work, including vacation relief, shall be assigned by seniority
from the list of casuals in the order that such casuals appear on the list. When a casual completes
the assignment, he shall be returned to his place on the casual list for further work assignment,

(¢ The Employers shall have the right to eliminate names from the casual list on the
basis of unreliability, poor work performance, or for other legitimate reasons. The grievance
procedures of this Agreement shall not be available to casuals because they have been eliminated

from the list, except as provided in paragraph (d) below.

(d)  New registrants on the casual list shall be considered on probation, and shall not
acquire seniority until they have completed one hundred twenty (120) calendar days. Upon
achieving seniority, a casual shall be entitled to use the grievance procedures of the Agreement.
The Guaranteed Hours provision of the Agreement shall not be applicable to casuals or extra

employees.

(6)  Casuals shall not be used in the manner that deprives regular employees of
reassignments under Section 6(b) of this Agreement.
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(f) Casual employees who have acquired seniority shall accrue vacation pay and sick
leave on a pro-rata basis, and those who work at least 80 hours or more in a month will also be
eligible for Recology Health and Welfare benefits. Casual employees shall receive the same
benefits as regular employees after two years of employment as a casual.

(g)  Vacancies in regular employment shall be filled from casuals who have achieved
seniority, in the order that their names appear on the casual list. In the event of layoff of regular
employees, they shall have the right to be included at the top of the casual List, in accordance
with their seniority. Their recall rights under this Agreement shall remain intact while
performing work as casuals. Such laid off regular employees shall receive the full contractual
rate of pay while working off the casual list.

SECTION 20. STARTING TIME

(@)  Changing of established starting times shall be at the discretion of the Employers,
with notice of any such change posted on the bulletin board at least 24 hours in advance. Said
posting requirement applies only to general changes in shift starting times and does not apply to
changes in individual starting times which may from time to time be required.

(by It is understood that all routes that ordinarily leave the garage before 6:00 a.m. are
considered to be night routes. All routes which ordinarily leave the garage at or after 6:00 a.m.
are morning routes.

SECTION 21. COFFEE BREAKS

All employees shall each day be entitled to take two (2) paid coffee breaks of
fifteen (15) minutes each. An unpaid lunch break of thirty (30) minutes at as near to mid-shift as
possible is also permitted.

SECTION 22. SENIORITY AND LAYOFFS

(a)  Separate Seniority: It is understood and agreed that the seniority provisions of this
Agreement shall apply separately to Golden Gate Disposal Company and to Sunset Scavenger
Company. It is further understood that said seniority provisions shall also apply separately to the
Shop Departments and the Garbage Collection Departments of each Employer and to the
Curbside Recycling Program Department at Sunset Scavenger Company and that said
departments shall be considered as distinct entities for purposes of the application of these

provisions.

(b)  Attainment of Seniority: Seniority shall not apply to an employeé until he shall
have been employed for one hundred twenty (120) calendar days. Upon attainment of seniority,

an individual shall be considered a regular employee.

(c)  Application of Seniority: In the reduction of forces due to the slackness of work,
the last employee hired shall be the first employee laid off and in rehiring, the last employee laid
off shall be the first employee re-hired until the list of former employees is exhausted, provided,
however, that seniority shall be broken, and there shall be no re-hire right, after an employee has
been on layoff for a period of six (6) consecutive months due to lack of work.
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(d) Seniority List: The Employers shall maintain master seniority lists of all
employees covered by this Agreement and provide the Union with a copy.

(&) The Employers shall not lay off any seniority employee without proper
justification.

® Re-Hire Procedure: In the event of a layoff, an employee so laid off shall be
restored to duty according to seniority. -

(2 Filling All Positions: Seniority shall be adhered to in filling positions under this
Agreement. Employees working other classifications under the Jurisdiction of this Agreement
shall be given reasonable trial of up to one week on the basis of seniority to qualify for and
accept such positions.  Upon request by the employee, the Company shall grant the employee an
additional week of training for an accepted position. Employee may only try and reject one route
in a twelve month period. Employee may bid on an additional route but must accept the route
without the trial period. Training will be provided on the accepted route.

(h)  Vacancies: All jobs and classifications will be subject to a direct bid. Wherever a
permanent vacancy occurs, it shall be posted for a period of ten (10) working days, during which
interested employees shall be entitled to bid on the vacancy. At the conclusion of the posting
period, the Employers shall award the position to the most qualified bidder with the greatest -
seniority. The Employers shall establish a separate telephone system that provides up to date
voice mail that provides route openings/vacancies. Any employee who is absent during these
postings/vacancies shall notify the Company of their interest by contacting the Company
immediately. Any employee who is absent during the awarding of the new vacancy shall be
notified by the Company of their turn to accept/reject such vacancy, and they will be required to
give their decision on the vacancy in a timely manner.

The Company shall post all vacancies at all time clock locations within two 2)
weeks after such openings become available.

All future vacancies in commercial route positions such as front-end loader
drivers, debris-box drivers and any other classifications in the commercial department shall be
posted on the bulletin board to allow all employees qualified to bid for such vacancies.

Any employee who successfully bids for and is assigned to fill any vacancy shall
not be eligible to bid on another vacancy for one year after he/she is so assigned, except that this
limitation shall not prevent an employee from bidding on a vacancy in a higher classification.

) Temporary Vacancies: All temporary openings shall be awarded by seniority
within the Floater Pool, defined as regular employees that do not have an assigned route, and
with refusal rights by each employee. If no employee accepts the assignment, the Company shall
appoint the least senior employee in the Floating Pool. Such temporary openings shall be posted
within (1) week of the job opening, and shall be awarded in accordance with Section 22 of the
CBA. The definition of a temporary vacancy is when an employee is off of work due to illness,
injury, approved leave, or any absence of three (3) weeks or more. Any driver within the Floater
Pool who selects or is assigned such a route shall remain in this position until the regular

‘employee returns. The driver shall be returned to the Floater Pool in accordance with his/her
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seniority upon completion of such an assignment. Such an employee may bid on permanent
vacancies during this period. ~

G) Job Seniority in Reassignment: Twenty (20) working days in a thirty (30) day
period will establish seniority in a classification, except that employees assigned to cover
temporary assignments such as vacation relief or temporary leaves of absence shall not acquire
seniority in the classification to which they are temporarily assigned, no matter how long a
period the assignment covers. An employee does not gain seniority in a classification except in
the situation where the employee has been permanently assigned as the resuit of a permanent bid.

When an employee, at his own request, is placed in a lower paid classification, he
shall be paid at the rate of the lower classification In the event the Employers have to cut down
on any of the operations, they will have the right to reassign any employee to a lower
classification without being obligated to pay the higher rate of pay. Seniority will be observed in
such reassignment.

(k)  Reduction in force protection: No employee employed under this agreement on
the date of ratification will be laid off or removed from the bargaining unit as a result of a
reduction in force through December 31, 2016; provided, however, that this paragraph shall not
apply in the event of a reduction in force caused by an act of God, terrorist action, loss of any
City contract, or a successful challenge to the 1932 Initiative Ordinance. Such losses shall be
verified.

)] Removal of routes: In the event that route reductions are implemented, the '
seniority of the employee(s) on the removed route(s) will be compared to the remaining
employees in that classification with a steady route(s).’ The senior displaced employee(s) has the
option to assume the Route(s) of the least senior employee(s) in that classification. 1f the senior
employee(s) exercise histher option then, the least senior employee(s) within the affected
classification with the steady route will be moved to the floater department in accordance with
his/her seniority. The more senior employee(s) from the displaced route(s) will then be allowed
to assume those route(s). The change of status form will indicate the effective change date of
transfer. Additionally, if the senior employee(s) does not exercise his/her option to assume the
least senior employee’s route then he/she will be assigned to the floater department. Any option
to assume an existing route under this provision is limited to those displaced employees without
any trial period (except for directions) as time is of the essence to minimize customer disruption.

SECTION 23. DESCRIPTIONS

1. Helper/Driver: The secohd tman on rear loader routes. Shuttles garbage collection
truck from house to house and collects garbage and refuse; washes truck inside and outside.

2. Shop_Person: Performs all duties in the shop assigned to him or her by a
supervisor or a leadperson. The duties shall include, but not be limited to, those performed by
Parts Room Persons, Lube/Preventive Maintenance Persons, Tirepersons and Container Shop
Persons. ' '
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3. Mechanic/Track Welder: Performs all mechanical, truck welding and truck
painting duties necessary for fleet maintenance, as assigned to him by a supervisor or leadperson
in the shop.

4. Commercial Driver: Drives drop-box, front-end loader, long-haul equipment, bin-
truck, from city routes to transfer station and in the case of long haul equipment, from transfer
station to disposal site. Responsible for truck and route; and drives truck to and from the dump.

5. Route Leadperson/Fantastic 3: Maintains route services, customer relations and
principal revenue collections and rate adjustments. Has to also be able, when situation requires,
to perform physical work on the route such as driving truck or collecting refuse. Responsible for
truck and route; and drives truck to and from the dump.

6. Shop Foreperson: The Shop Foreperson is responsible for the repairs to all the
equipment; is directly in charge of the Shop Employees and oversees the purchase of parts.

7. Assistant Shop Foreman: The Assistant Foreperson helps the Foreperson in his
daily duties and takes over for him in his absence.

8. Recycling Collector: All Recycling Collectors must possess a California Class A
or B Commercial drivers license; are required to drive a specialized 30-foot recycling collection
vehicle assigned by the Company; collect all recyclable materials either placed at the curb, in an
apartment house or combination of the two on an assigned route as established by management
and the City and County of San Francisco; are responsible for accurate documentation of general
route information including participation rates, route conditions and vehicle data as prescribed by
management; other duties as required. Responsible for truck and route; and drives truck to and
from the dump. ' '

SECTION 24. JURY DUTY

Any employee scheduled and who is summoned and reports for jury duty shall
receive the difference between jury pay and his regular daily rate of pay for each day for which
he reported for jury duty and on which he would normaily have worked. :

SECTION 25. EXTRA CONTRACT AGREEMENTS

The Employers agree not to enter into any agreement or contract with their

- employees individually or coilectively, which in any way conflicts with the terms and provisions

of this Agreement. Any such agreement shall be null and void.
SECTION 26. SUBSTANCE ABUSE

The Employer’s Substance Abuse Policy provides that employees who test
positive pursuant to Department of Transportation guidelines shall receive a one (1) month
suspension and, upon execution of a Return to Work Agreement, be reinstated to their position
without loss of seniority. In the event the employee needs additional time, the Employer agrees
to allow all employees to complete their rehabilitation program up to three months, as directed
by the treating physician and/or counselor without loss of seniority.
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: During the period that the. person is suspended, the Employer will pay for
COBRA (medical, dental, EAP) coverage provided that the employee has elected to accept
COBRA coverage within the required time period.

SECTION27. DRIVER LICENSES

(&) All employees must be in possession of a valid California Drivers License of the
proper class needed to perform the employee’s job duties. '

(b)  All employees who lose their license for a non-medical reason shall be suspended
until such time as the employee obtains a current Drivers License. During this lay-off, the
employee may use any accrued but unused vacation time. If the employee is unable to obtain a

license within thirteen (13) months of the suspension, the employee shall be discharged. The
employee shall be responsible for paying the COBRA premium for his/her health benefits after
the first (6) months.

(c)  Employees who lose their license due to a medical condition will use their best
efforts to have the license reinstated. The Employers agree to make all reasonable
accommodations, as defined by law, for the employee to continue to work. Any employee
working without a license on the effective date of this Agreement shall continue in that capacity,
provided the employee makes best efforts to become licensed.

(d)  The employees agree to be in compliance with any and all regulations of the U.S.
Department of Transportation, California Highway Patrol, and California Department of
Transportation regarding hours of work, medical conditions, and required license.

SECTION 28.. " EMPLOYEE LOYALTY

During the employee’s employment, the employee shall not engage in
competition with the Employers as a sole proprietor, partnership, employee, agent ot through any
other means. Salvaging while on duty or at Employers’ facility or customers of Employers’
facility is forbidden. Any employee competing with the Employers is subject to immediate
discharge. Competition includes collecting recyclables which have been packaged or left for
pick-up for the Employer.

SECTION?29. TRANSFER OF EMPLOYMENT WITHIN THE RECOLOGY
CORPORATION/COMPANY

Starting January 1, 2012, any employee represented by Teamsters Local No. 350
who transfers, from a San Francisco Recology company to another San Francisco Recology
company shall maintain his/her seniority for all benefits and start at the top rate of the hourly rate
involved. For any employee represented by Teamsters Local No. 350 who-transfers from a
Recology company outside of San Francisco to a San Francisco Recology company, Employer
shall waive the new hire addendum and the employee will start at 100% of the hourly wage
involved. ‘

The pension benefits will be the plan in effect at the company the employee
transfers into. As of the date of such transfer, if the transfer involves moving from one pension
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plan to another or from one benefit structure under the Recology Pension Plan to another benefit
structure under the Recology Pension Plan, the employee's pension benefit accrued while
employed by the employee's former employer shall be frozen, and future pension benefit will be
determined in accordance with the terms of the plan maintained by the company to which the
employee has been transferred. 4

SECTION 30. SUPPLEMENTAL INCOME 401(K)

Effective October 2005 the- Employers agree to recognize all written
authorizations from the union members covered by this agreement authorizing deductions from
their compensation for contributions to a Supplemental Income 401(k). This Plan will be
administered by New York Life at no cost to the Employers. The parties recognize that due to the
need to make administrative and payroll changes in order to participate in this Plan, actual
participation may be delayed for a reasonable period of time to allow the administrative and
payroll changes to be made. Employees covered by this agreement and hired after October 1,
2005, will be eligible to participate on October 1% or April 1* whichever comes first following
the first 1000 hours of service. If an employee is hired after October 1, 2005, and has previously
participated in the Teamster Supplemental Income 401(k) Plan, their entry is immediate. The
participation in the Plan will be on a voluntary basis, without cost to or ‘matching from the
Employers. '

SECTION 31. LEAVE OF ABSENCE

Section 1. In all cases where an unpaid leave of absence is granted by the Employer
to an employee, it shall be in writing and the Union shall be notified in writing of the name of the
employee, the effective date and the termination date of the leave of absence in cases where such
leave of absence exceeds two (2) weeks.

Section 2. In the event the leave of absence is extended, such extension shall be made
in writing to the employee with a copy'to the Union. Any employee who overstays or does not
return will be considered to have quit his employment. If rehired by the Company, such
individual shall be considered a new employee.

Section 3. Such leaves of absence as granted by the Employer shall be without pay
and Employer shall be under no obligation to the employee except to return him to work at the
expiration of such leave in accordance with the employee’s seniority.

Section 4. Effective January 1, 2012, employees who have been employed for more
than one (1) year may take up to five (5) days per calendar year of unpaid personal days provided
the Employer has been given twenty-four (24) hours notice and the employee has received
supervisor approval, supervisor approval shall not be unreasonably withheld.

SECTION 32. TERM OF AGREEMENT

This Agreement shall be effective on January 1, 2012, and shall remain in full
force and effect to and including December 31, 2016. Thereafter, it shall renew itself for yearly
terms beginning with January Ist of each year unless written notice is received by either party
from the other party not less than sixty (60) days but not more than ninety (90) days prior to
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December 31, 2016, or December 31st of any subsequent year that it is desired to terminate,
modify, change or amend the Agreement. Notwithstanding the foregoing, the parties hereby
agree to commence negotiations on June 1, 2016 for a successor agreement to be effective as of
January 1, 2017.

During said negotiations, both parties- are free to make any proposals on
mandatory subjects of bargaining, including but not limited to, seniority; vacation; holiday;
hourly wages; lump sum payments; cost of living adjustments; health insurance; dental
insurance; and pension.

Should any part hereof or any provisions herein contained be rendered or declared
illegal or an unfair labor practice by reason of any existing or subsequently enacted legislation or
by a decree of a court of competent jurisdiction or by the decision of any authorized
governmental agency, including the National Labor Relations Board, such invalidation of such
part or portion of this Agreement shall not invalidate the remaining portions hereof; provided,
however, upon such invalidation the parties agree immediately to meet and negotiate substitute
provisions for such parts or provisions rendered or declared illegal or an unfair labor practice, the
remaining parts or provisions shall remain in full force and effect.

Dafed: 5'-; VAN A P

FOR UNION: OR EMPLOYERS:
SANITARY TRUCK DRIVE .~ RECOLOGY GOLDEN GATE DISPOSAL
" HELPERS UNION LOC ' COMPANY and RECOLOGY SUNSET

SCAVENGER COM

By: 4 1(—

By:
Robe ‘a}«r}/)ﬁes L Jolin Legnitto, s
~ Secfetary-Treasurer \ce Presidefit and Group General
lanager
31562481v10
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Appendix A

SIDE LETTER RE PAYMENT OF PENSION COMMITTEE REPRESENTATIVE
(Section 11(j).

This Side letter to the 2012-16 Collective Bargaining Agreement is made and
entered into by and between SANITARY. TRUCK DRIVERS AND HELPERS UNION,
LOCAL 350, an affiliate of International Brotherhood of Teamsters, hereinafter referred to as the
“UNION,” and RECOLOGY GOLDEN GATE DISPOSAL & RECYCLING COMPANY,
RECOLOGY SUNSET SCAVENGER COMPANY, hereinafter referred to as the
“EMPLOYERS.”

The Union and the Employers hereby agree as follows

Regarding the individual designated by the Union and appointed by the Recology
Board of Directors to the Recology Pension Committee (See Section 11(j)), if the designee is not
a Recology employee, subject to confirmation that such payments can be lawfully made, the

- Employers shall compensate the Union designee for attendance at meetings of the Recology

Pension Committee and preparation time at the amount paid to non-employee members of that
Committee (currently $1000 per meeting). This payment is limited to non-employees only.
Employee Union designees shall receive no compensation for their service on the Recology
Pension Committee.

Dated: 3~ 7(+ 72—

FOR UNION: LOYERS:

COLOGY GOLDEN GATE DISPOSAL
COMPANY and RECOLOGY SUNSET
SCAVENGER COMP

/ By: %/ ‘7(\
Ro orftes” Johf Legnitto
tary-Treasurer .. ' Vice Presidefit and Group General

anager

SANITARY TRUCK DRIVERS AN
HELPERS UNION LOCAL 35

By:
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" Appendix B

SIDE LETTER Of AGREEMENT

This Side letter to the 2012-16 Collective Bargaining Agreement is made and
entered into by and between SANITARY. TRUCK DRIVERS AND HELPERS UNION,
LOCAL 350, an affiliate of International Brotherhood of Teamsters, hereinafter referred to as the
“[JNION,” and RECOLOGY GOLDEN GATE DISPOSAL & RECYCLING COMPANY,
RECOLOGY SUNSET SCAVENGER COMPANY, hereinafter referred to as the
“EMPLOYERS.” ‘ :

The Union and the Employers hereby agree as follows:

Upon ratification, all warning letters shall be removed from all employee files
(this paragraph does not affect any prior suspensions or terminations or any agreement arising
out of prior suspensions or terminations).

Dated: _ &~ //~ ¢t _

FOR UNION: EMPLOYERS:

SANITARY TRUCK DRIVERS AF
HELPERS UNION LOCAL

RECOLOGY GOLDEN GATE DISPOSAL
COMPANY and RECOLOGY SUNSET
SCAVENGER COMP

Ly 4
%lm Legnitto _
ice Presidght and Group General

Manager
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Appendix C

SIDE LETTER Of AGREEMENT

This Side letter to the 2012-16 Collective Bargaining Agreement is made and
entered into by and between SANITARY. TRUCK DRIVERS AND HELPERS UNION,
LOCAL 350, an affiliate of International Brotherhood of Teamsters, hereinafter referred to as the
“UNION,” and RECOLOGY GOLDEN GATE DISPOSAL & RECYCLING COMPANY,
RECOLOGY SUNSET SCAVENGER COMPANY, hereinafter referred to as the
“EMPLOYERS.”

All employees on the payroll as of the date of ratification of this 2012-16
collective bargaining agreement shall receive a one-time signup/negotiation incentive of five
hundred dollars ($500.00) ’ '

All employees on the payroll on January 1, 2015 shall receive a one-time
signup/negotiation incentive of five hundred dollars ($500.00).

All employees on the payroll on January 1, 2016 shall receive a one-time
signup/negotiation incentive of five hundred dollars ($500.00). ~

Dated: = ; e
FOR UNION:; PLOYERS
SANITARY TRUCK DRIVERS COLOGY GOLDEN GATE DISPOSAL
HELPERS UNION LOCA COMPANY and RECOL UNSET
- SCAVENG ]
. By: By: ‘ ~ D
Robe aleg”” Jobfi Legnitto
Secr€tafy-Treasurer Vice Presidepf and Group General
anager
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TOWERS WATSON W 345 California Street

Suite 2000
San Francisco, CA 94104

T+1415733 4100

towerswatson.com

March 25, 2013

Mr. Adam Tabak

Corporate Controller
Recology

50 California Street, 24" Floor
San Francisco, CA 94111

Re: Pension Plan Funding Projection
Dear Adam:

As requested, this letter provides a description of the 10-year funding and accounting projections sent on
November 27, 2012 for the Recology Defined Benefit Pension Plan including assumptions and
methodologies used in developing the projections.

Summary Exhibits

¢ Exhibit 1: 10-Year Funding Projection and Allocation
o Includes key assumptions, funded status, contribution information
¢  Exhibit 2: 10-Year Accounting Projection and Allocation
o Includes key assumptions, reconciliation of funded status, net period pension cost in addition
to fiscal year contribution information
¢ Assumptions and Notes

The projection has been prepared on a deterministic basis; that is, assuming a specific set of
assumptions are met — other scenarios are possible that have not been reflected here.

Assumptions and Methodology
Funding Policy

The following considerations are reflected in the contribution projection:
¢ Contribute at least $25 million per fiscal year until reaching 110% funded on an accounting basis
¢ Meet minimum contribution requirements under the Pension Protection Act (PPA)
¢ Meet contribution requirements outlined in union agreements
¢ Avoid "at-risk” status. The plan being considered “at-risk” would increase funding obligations and
contribution requirements.

Based on the selected economic scenario, Recology is projected to make an annual contribution of $25

million each year, from fiscal year ending September 30, 2013 through fiscal year ending
September 30, 2019. See Assumptions CF1, CF2 and CF15 for additional details.

Towers Watson Delaware Inc.
Page 1 of 5

Exh.
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Mr. Adam Tabak
March 25, 2013

TOWERS WATSON

Pilan changes

Recent plan changes for benefit group C and D participants have been reflected as of October 1, 2012
(see Assumption CF17 for additional details). Note that no IRC Section 436 contribution is assumed to be
made for the amendment as the plan is assumed to be over 80% funded as of October 1, 2012, both
before and after the plan change.

Population

Census data for current participants is projected from October 1, 2011 with no demographic actuarial
gains or losses, with the following exceptions:
o Terminating union employees are assumed to be replaced so the total active union participant
count remains level in all years. See Assumption CF8 for details.
e Because the plan was closed to non-union new entrants effective February 1, 2011, no new non-
union participants have been included in the projection.

Interest Rates

For funding purposes under PPA, Recology uses 24-month average three-segment interest rates with
June look-back for the October 1, 2012 and later valuations, switching to the full yield curve when
advantageous. In this projection, the switch to the full yield curve occurs in the plan year beginning
October 1, 2018.

Under the full yield curve, the effective interest rate is assumed to be the ASC 715 discount rate minus 50
basis points to reflect the difference in methodologies between the IRS prescribed interest rates and the
methodology used in determining the ASC 715 discount rate using corporate bonds. Note that the
effective interest rate is the single rate which would produce the present value of accrued benefits equal
to the funding target. The effective interest rate for valuing liabilities will depend on current interest rates,
provisions of current law, and overall changes in corporate bond rates.

The ASC 715 discount rate is selected using Towers Watson's BOND:Link model, which assists plan
sponsors in the selection of discount rates that reflect the characteristics of their employee benefit plans.
Discount rates are derived by identifying a theoretical settlement portfolio of high quality corporate bonds
sufficient to provide for a plan’s projected benefit payments.

Overall interest rates are assumed to increase over the 10-year period, and the provisions of the Funding
Stabilization law outlined below are reflected in the projection. See Assumptions CF4, CF6 and FR1 for
additional details.

Funding Stabilization Under MAP-21

On July 6, 2012, the Moving Ahead for Progress in the 21st Century Act (MAP-21) was enacted.
Beginning in 2012, MAP-21 modifies the 24-month average segment rates under Internal Revenue Code
(IRC) §430 (but not the full yield curve) so that they will not fall outside a corridor which surrounds the 25-
year average of such segment rates. Due to the current low level of interest rates, this will have the effect
of immediately improving the funding status as of October 1, 2012 used in the funding projections for the
Recology Defined Benefit Pension Plan.

1/Recology\2013\Projections\L03252013 Pension Plan Funding Projection Fl NAL Page20of 5
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The MAP-21 corridors are established as follows:

Corridor around the 25-year averag

2012 90 - 110
2013 85% - 115%
2014 80% — 120%
2015 75% — 125%
2016 and later 70% — 130%

If a segment rate that otherwise would be used as of a valuation date is outside the corridor, it is changed
to the endpoint of the corridor nearest to it. So, for example, segment rates for 2012 plan years will be
increased to equal the lowest rate in the corridor. The corridors apply to all plan years beginning within a
calendar year, irrespective of the look-back month (if any) otherwise used to select segment rates for the
actuarial valuation.

The IRS is to publish the corridors for each calendar year, based on the average of the segment rates for
the 25-year period ending on September 30 of the prior calendar year. The three corridor rates (i.e., the
lower boundary of the 90%-110% corridor around the 25-year average of segment rates) which apply to
2012 plan years are 5.54%, 6.85% and 7.52%.

PBGC Premiums
. MAP-21 provides for significant increases in PBGC flat-rate and variable rate premiums, as follows:

¢ Flat rate premiums will increase to $42 per participant in 2013 (from $35 in 2012) and to $49 in 2014,
and will be indexed thereafter in proportion to increases in national average wages (NAW).

¢ The variable rate premium (VRP) will be indexed with increases in the National Average Wage (NAW)
starting in 2013 (rounded to the nearest 0.1%).

In addition to indexation, the rate will increase by 0.4% of unfunded vested benefits (UVB) in 2014 (from
0.9% in 2012 and 2013 to 1.3% in 2014) and by anocther 0.5% for 2015 (to 1.8%).

Unfunded vested benefits are based on rates which ignore the MAP-21 interest rate corridors, whether
the standard or alternative variable rate premium method is used. These changes have been reflected in
the estimated PBGC premiums included in the funding projections in Exhibit 1.

Methodology Overview

The Employee Retirement Income and Savings Act (ERISA) requires sponsors of defined benefit pension
plans to fund their plans through periodic cash contributions. The specific amount of each required
contribution is determined annually by performing an actuarial valuation of the plan. In each valuation, the
value of plan assets is compared to the liabilities of the plan (determined according to actuarial
principles). From these amounts a range of allowable contributions is determined, from minimum required
to maximum deductible, according to rules stipulated in prevailing pension law.

The last funding valuation of the Recology Defined Benefit Pension Plan was as of October 1, 2011,

which determined the required contribution for the 2011-2012 plan year. In order to estimate contribution

requirements for future plan years, we projected the results of the October 1, 2011 funding valuation to
. future years using standard actuarial projection techniques. This entails projecting both assets and

1/Recology\2013\Projections\L03252013 Pension Plan Funding Projection FINAL Page 3 of 5
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TOWERS WATSON L

liabilities one year at a time and applying the applicable pension funding rules to determine the
contribution required for that year. The projection techniques are described in greater detail below.

Projecting Assets

Although the PPA funding liabilities as of October 1, 2012 are estimates, the October 1, 2012 market
value of assets is the actual amount. Asset values on October 1, 2013 and later are projected by taking
the prior year's value, adding employer contributions and investment return (at an assumed rate of
7.50%), and subtracting expected benefit payments to retirees.

Recology has elected to use a smoothed asset valuation method for funding purposes. See assumption
CF7 for additional details.

Projecting Liabilities

The liability of a pension plan is the present value of future benefits expected to be paid from the plan.
The determination of liability requires numerous assumptions, such as interest (or discount) rate,
mortality, decrement timing, and more.

Funding and accounting liabilities have been projected using standard actuarial techniques reflecting
adjustments for the assumptions outlined above.

Determination of Contributions

The annual required contributions are determined in accordance with our understanding of the Pension
Protection Act of 2006.

The minimum required contribution equals the target normal cost plus 7-year amortizations of the excess
of funding target liability over actuariat value of assets. Each year, an additional payment would be added
if the funding shortfall was greater than anticipated (i.e., if the plan experienced an actuarial loss). These
amortization bases would not be reduced or eliminated until the plan becomes fully funded.

Depending on funded status, funding balance can be used to offset minimum required contributions;
however, Recology is assumed not to create funding balances in future years.

Conclusion

By contributing $25 million each fiscal year through fiscal year end 2019, based on the data,
assumptions, methods, and provisions outlined in this letter and attachments, Recology is able to:
¢ Meet the plan's minimum required contributions
¢ Meet union negotiated contribution requiremernts
« Remains above certain key funded status thresholds under PPA
« Improve the overall financial well-being of the pension plan

Except as otherwise provided herein, the results included in this letter are based on the data,
assumptions, methods, plan provisions and other information, outlined in the actuarial valuation report to
determine funding requirements for the plan for the plan year beginning October 1, 2011 dated June 2012
and the actuarial valuation report to determine year-end 2012 accounting requirements dated October
2012. Therefore, such information, and the reliances and limitations of the valuation reports and their use,
should be considered part of this letter. The undersigned consulting actuaries are members of the Society
of Actuaries and meet the "Qualification Standards for Actuaries Issuing Statements of Actuarial Opinion
in the United States” relating to pension plans. Our objectivity is not impaired by any relationship
between the plan sponsor and our employer, Towers Watson Delaware Inc.
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TOWERS WATSON LA/ Mir. Adam Tabak

March 25, 2013
Please let us know if you have any questions.

L 0 bty

Laura Dalzell, F.S.A.
Senior Consulting Actuary

A Mo oo
SiMan Lei, AS A,
Consulting Actuary

LD:SML:jt

cc: Mark Lomele

Attachments:  Exhibit
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Recology

WASTE ZERO

LESS THAN WEEKLY SERVICE (to be known as Pay per Setout)
Proposal Summary

The pay per setout test program gives San Francisco curbside customers the opportunity to
put their black trash bin out for collection only when necessary and to receive a discount on
their monthly bill for each week they do not have the bin collected. Using route tracking and
data capture technology, the collection vehicle onboard tracking system will track when a
bin is emptied, providing information that is then used to determine discounts.

Pay per setout would accomplish two main goals for customers: to encourage sorting of
materials into their proper bin and to provide increased service options to customers who
have already reduced their trash volume significantly. By providing a credit for not needing a
black trash bin to be collected, Recology hopes to reduce the amount of recyclable and
compostable materials currently in the trash bin. Some customers have reduced the
amount of trash they produce so significantly that they do not need even the smallest size
trash bin (20-gallons) serviced weekly and Recology would like to offer new service options
to them.

The test will also provide critical information about the future configuration and routing of
the collection system as the City continues to move towards zero waste. As the number of
black bins collected in any given week decrease, it will be vital that the routes be re-
configured to reflect that change in service demand and maintain efficiency. The Pay per
set out pilot program is intended to allow for routing changes to be tested and evaluated
during the test period.

The test began on a group of Inner Sunset routes in the fall of 2012. The budget below
outlines the costs of expanding the test to three new groups (three recycling/trash split truck
routes routes and their corresponding composting route), along with the ongoing cost of
operating all four (4) test groups.

Starting a new group has two main components (and associated costs): setting up the route
for use with the technology and outreach to customers about the program. Setting up the

Exh. 39






route includes tagging the bins for data capture, sequencing the route for Routeware and
installing hardware on the truck. Outreach includes customer/community group meetings,
outreach letters and bin tags. The ongoing cost includes some impact on driver, customer
service and supervision time, along with the credits to be provided to participants.
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David Pilpel
2151 27th Ave
San Francisco CA 94116-1730

Peg Stevenson, Garbage Rate Hearing Officer
Department of Public Works

1 Carlton B Goodlett P1 Ste 348

San Francisco CA 94102-4645

2 August 2010
Re: Written Protest Against Proposed Change in Refuse Collection and Disposal Rates
Dear Ms. Stevenson,

This letter is a written protest against the proposed change in residential refuse collection
and disposal rates. I am a residential ratepayer for the above address and can submit a copy of a
current refuse collection bill if required. I am opposed to the proposed change at this time for the
reasons set forth below. I anticipate being able to elaborate further at today’s hearing.

1. DPW Conflict: Under the 1932 Refuse Collection and Disposal Ordinance (“the 1932
Ordinance”) the Department of Public Works (“DPW?) is charged with ensuring that residential
refuse collection and disposal (“garbage™) rates are just and reasonable, both to residential
ratepayers (“ratepayers”) and the garbage companies (“the companies”). Thus it is awkward for
DPW itself to be proposing, via a rate application, a change in the use of the Special Reserve
Account to support DPW’s own litter control programs. Although I understand that you have
been appointed by DPW Director Ed Reiskin as the Garbage Rate Hearing Officer and that Mr.
Reiskin has ordered that the Hearing Officer’s Report and Recommended Order be sent directly
to City Administrator Ed Lee, the Chair of the Refuse Collection and Disposal Rate Board (“the
Rate Board”), I do not feel that the interests of the ratepayers are sufficiently protected over
those of the City and County of San Francisco (“City”) and DPW in this matter. I understand
that as Director of the Controller’s City Services Auditor division you report directly to City
Controller Ben Rosenfield, a member of the Rate Board. The City Controller is responsible,
among other things, with keeping the City budget in balance. Should the proposed fund use
change be delayed or denied the City budget would be out of balance by up to $2.5 million.
Again, I do not feel that ratepayer interests are sufficiently protected over City’s interests here.
DPW should explain in detail exactly how ratepayer interests are being protected here and
exactly what steps DPW has taken to address the obvious conflict of interest in this matter.

2. Legal Counsel: Along the same lines, I understand that Deputy City Attorney Tom Owen
advised DPW on preparing the Rate Application and that he addressed the legal and procedural
issues, including Proposition 218 issues, affecting this rate application proceeding. As such, 1
believe that another Deputy City Attorney, who has not advised DPW to date on this matter,
should serve as legal counsel to you as the Hearing Officer in order to avoid that element of
appearance of conflict and to address due process concerns. In the event that the Hearing
Officer’s Report and Recommended Order is appealed to the Rate Board I would expect yet
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another Deputy City Attorney to serve as legal counsel to the Rate Board for similar reasons.
This is the practice that has been followed in past garbage rate proceedings as I recall. .

3. Clarify Procedure: The likelihood or possibility of an appeal of the Hearing Officer’s Report
and Recommended Order to the Rate Board raises further procedural concerns. If your report
and Recommended Order deny the application, can DPW actually appeal the matter to the Rate
Board? If so, then who decides what procedures would be used, since a DPW Director’s Order
is the normal method used to set such procedures and the existing conflict would be compounded
by that time? If not, then what recourse or remedy would DPW have to address an adverse
Recommended Order? Some truly objective party needs to clarify these matters for everyone.

4. Exhibits: I respectfully request that a copy of the following documents be placed in the record
as exhibits: the 1932 Ordinance, the 1987 Facilitation Agreement, DPW Director’s Order Nos.
175,489; 176,099; 176,100; 178,730; and 178,747, the Notice of Fund Use Change postcard,
records indicating the number of postcards mailed, the DPW rate application letter dated 8 July
2010 (with attachments), the public notice of today’s hearing published in the San Francisco
Examiner Friday 9 July 2010 (page 47), and the agenda for today’s hearing. If these documents
are not immediately available then I respectfully request that exhibit numbers be reserved
therefor and that DPW be directed to provide a copy of each for the record. The City location
where exhibits and other documents related to this proceeding are available for public review
should be disclosed during today’s hearing.

5 Public Notice: DPW Director’s Order No. 178,730 provides in item 2 that notice of the public
hearing “shall be posted at the San Francisco Main Library Government Information Center, the
meeting site and on the Department of Public Works’ website not less than 72 hours in advance
of the hearing.” 1understand that the Main Library posting was provided less than 72 hours in
advance of today’s hearing. I do not know when the meeting site or DPW website posting was
accomplished. I do know, as a former member of City’s Sunshine Ordinance Task Force, that
administrative hearings such as this are not public meetings subject to posting requirements of
the Ralph M. Brown Act or the San Francisco Sunshine Ordinance. I raise the posting issue only
because this entire matter is about arcane procedure and DPW’s failure to follow its own written
procedures, as set forth in a DPW Director’s Order, is unfortunate. Still, the published notice in
the San Francisco Examiner did occur Friday 9 July 2010, stating the date, time, and location of
today’s hearing and I am willing to waive my objection to the inadequate notice at this time.

6. Tabulation of Protests: DPW Director’s Order No. 178,747 contains errors on page 3 in items
3 and 4 under tabulation of protests. Item 3 is confusing and not grammatically correct. Since it
addresses a matter of law and procedure I respectfully request that it be rewritten. Item 4 refers
to the Director of Public Works as the Chair of the Rate Board. In fact, the City Administrator is
the Chair of the Rate Board, so again I respectfully request that this item also be rewritten.

7. Ratepayer Interests: In the 2006 rate proceeding ratepayer interests were represented by a

Ratepayer Advocate. I understand that no provision has been made for a Ratepayer Advocate or

similar position for this rate proceeding. DPW, City’s Department of the Environment, and the

companies will all likely be represented at today’s hearing, but it appears that ratepayers will not

be. Furthermore, DPW, who is normally supposed to ensure fairness in the process, has a direct ‘



stake in the outcome. As such, I think that it is even more important that the ratepayers have
assertive and competent representation in this matter. Separate from the issue raised in item 1
above, how is DPW attempting to ensure that ratepayer interests are represented here at all?

8. Special Reserve Account: The rate application letter from DPW dated 8 July 2010 proposes to
reallocate the 1.3% surcharge from the Special Reserve Account to the portion of the Impound
Account dedicated to DPW for recycling and waste management services. It appears that this
would divert about $2.5 million annually, or about the entire annual revenue now accruing to the
Special Reserve Account, to DPW for litter control purposes. There is some discussion of the
history and purpose of the Special Reserve Account and a footnote listing expenditures from the
account. There is no FAMIS report or other documentation in support of DPW’s fund balance
and expense assertions. DPW needs to provide such documents for the record in this proceeding.
Further, DPW’s application states: “Given historic usage, we do not expect the balance to be
significantly reduced in the upcoming years. We believe that San Francisco is more than
adequately protected by the current balance in the reserve.” Again, there is no evidence to
support these statements in the record. How does DPW believe that San Francisco is more than
adequately protected by the current balance in the reserve? DPW also fails to mention that the
City will likely use up its contracted space at Altamont within the next 5 years. The Department
of the Environment should be asked on the record to disclose their current landfill projections.
Fundamentally, it seems to me that the end of the landfill would more likely require funds from
the Special Reserve Account for “justifiable extraordinary increases in costs” associated with the
landfill contract, according to DPW’s application. Finally, if the purpose of the Special Reserve
Account is limited under the 1987 Facilitation Agreement then it appears that DPW’s application
must be denied since ongoing litter control costs are neither extraordinary costs associated with
the landfill nor costs of hazardous waste control and disposal. DPW needs to publicly reconcile
the Special Reserve Account’s stated purpose with DPW’s current proposal.

9. DPW Litter Control Costs: DPW’s application summarizes its costs of litter control with only
brief descriptions of each program element and no analysis of performance measures, program
outcomes, or alternative approaches to enforce measures against and reduce illegal dumping.
Even if the regular City budget process already included some discussion of these issues the rate
application does not and so no evidence is on the record in support of DPW’s claimed $8.3
million in litter control costs. DPW needs to explain in writing each element and its parts.

10. Nexus Test: Since DPW'’s litter control costs have been borne to date by City’s General
Fund I think DPW has a burden to show a nexus between litter control and benefits to residential
ratepayers, not all of whom are property owners or City residents. Fundamentally, why should
residential ratepayers bear the costs of reducing and cleaning up illegally dumped solid waste?
In some ways this type of shift reduces the incentive for proper waste collection and disposal,
since under DPW’s proposal, illegally dumped waste would be paid for by someone else: law-
abiding ratepayers! In any event, has DPW conducted a nexus study to support its proposal?
DPW also claims that its budget was reduced and that denying DPW’s application would result
in drastic cuts to litter abatement, illegal dumping cleanup, and other services. Again, I believe
that a broader view of other ways to enforce laws against and reduce illegal dumping is needed.
I also think that it is difficult to assess effectiveness without reviewing the companies’ efforts.



11. Cost of Service: As I understand it, under Proposition 218 each customer class must bear its
cost of service and no customer class may subsidize another. Although DPW’s application does
explain its methodology for calculating the residential ratepayers’ share it does not include the
underlying data or explain its assumptions. There is no evidence to support the claim that 46.7%
of total refuse is from residential sources, the implied argument that illegal street litter is
generated in the same proportion as legal refuse from residential and commercial sources, or the
conclusion that residential ratepayers should be equally burdened with illegal dumping costs.

12. Diversion Incentive: As an activist I support City’s aggressive diversion goals. As a
ratepayer I support cost-effective means to achieve them but I must question unreasonable and
unsupported efforts to increase diversion at any cost. That’s why the Department of the
Environment advocates for diversion goals and DPW recommends rate mechanisms to help
achieve them. The only way this regulatory scheme really works, to the extent that it can, is
when a comprehensive rate application includes diversion goals compared to recent results by
the companies and forward-looking program proposals. Setting diversion incentives in isolation,
without reviewing actual data or proposed program changes, lacks a proper foundation. There is
no actual data included in DPW’s application at Attachment 2 and no explanation as to how the
companies might achieve the aggressive diversion increases proposed. DPW needs to explain
this further along with the fiscal impact to ratepayers if diversion targets are met or not met.

13. Cost of Living Adjustment: Although the companies will likely be represented and can make
their own arguments I note that the 2006 Rate Orders provided for Cost of Living Adjustments
(COLAs) only through Rate Year 2010. As such, no COLA is provided for Rate Year 2011 and
in the absence of a rate application from the companies the companies receive no COLA. While
some costs have likely increased at different rates than the 2006 Rate Orders predicted, other
costs may not have increased as much or may even have decreased. Deferring a comprehensive,
regular rate application delays a COLA for the companies, a full review for the ratepayers, and a
chance to examine cost reduction strategies and increased diversion program opportunities.

14. Other Issues: Ihave previously expressed concern about a number of issues related to refuse
collection and disposal service in San Francisco, both residential and commercial, and have
suggested more discussion among City staff, the companies, and interested persons to explore
issues including customer service, equipment, facilities, management, operations, operations
planning, policy, rate setting assumptions, rate setting process, reports, and public discussion.
More recently I have been involved in addressing illegal poaching of recyclables, an issue I think
is directly connected to illegal dumping. The relationship between garbage, litter, blight, and
“enforcement is arguably just as important as waste diversion, reuse, and recycling. We continue
to talk about a food waste digester but there appears to be little real progress toward making it
happen. As both an activist and a ratepayer I am frustrated by the rate setting process and its
seeming inability to directly address either cost efficiency or program effectiveness. I renew my
call for a meaningful discussion about these issues now, before other pressing matters derail it.

15. Basis of Recommendation: Although DPW’s rate application, mailed postcard, and
published notice all indicate that the proposed changes would have no effect on refuse collection
bills, there would be a reduction in the Special Reserve Account balance available to address
contingencies and future liabilities related to City’s use of the Altamont Landfill. As such, future




ratepayers might see an increased surcharge for these purposes if DPW’s $2.5 million funding
request is approved. Further, the increased diversion incentive goals might make diversion
incentive payments to the companies less likely unless additional aggressive steps are taken, but
no meaningful analysis of the impact here is really possible outside of a full rate application
process, which this is not. Finally, there is no provision for a COLA for Rate Years 2011 and
thereafter, and DPW is not proposing one, which puts perhaps unnecessary pressure on the
companies’ finances, making increased diversion less likely in my opinion. These are all
complicated and interconnected matters, and as an interested person I would like to know what
basis or factors you will be considering in making your recommendation. If, as DPW asserts,
there would be no effect on refuse collection bills then other factors would be considered. If, as I
suggest, there may both short- and long-term effects on fund balance, liability, and diversion
incentive payments, then the relative pros and cons of those effects on both ratepayers and the
companies should be weighed. In any event, if this ultimately leads to a “public convenience and
necessity” type of finding then you should discuss now, and in public, the factors at issue here.

16. Conclusion: For the foregoing reasons, and for any other reasons that may be raised during
cross-examination or public comment at today’s hearing, I respectfully request that you either
deny DPW’s rate application or, in the alternative, continue today’s hearing to a date certain to
allow for further dialogue in an attempt to answer some of the questions presented and discuss
some of the underlying concerns. In the event that you do continue this hearing I hereby request
mailed written notice of any such continued hearing. Further, I hereby request a mailed copy of
your report and Recommended Order when available. I hope it is agreed that avoiding an appeal
to the Rate Board is desirable for everyone and that both my concerns and those of other parties,
including DPW, warrant appropriate consideration. I trust that you will properly exercise your
independent judgment and act in the best interests of both the ratepayers and the companies to
ensure that garbage rates are just and reasonable within the terms of the 1932 Ordinance.

Sincerely,

David Pilpel






REFUSE COLLECTION AND DISPOSAL RATE BOARD
CITY AND COUNTY OF SAN FRANCISCO

Edwin M. Lee, City Administrator, Chair
Ben Rosenfield, City Controller
Edward M. Harrington, General Manager, City Public Utilities Commission

NOTICE OF DECISION
AND ORDER

OF THE

REFUSE COLLECTION AND DISPOSAL RATE BOARD
RE SPECIAL MEETING AND HEARING ON SEPTEMBER 30, 2010

NOTICE OF DECISION AND ORDER IS HEREBY PROVIDED TO THE APPLICANT
AND THE OBJECTOR AND OTHERS INTERESTED, THAT:

e The City and County of San Francisco Refuse Collection and Disposal Rate
Board held a public Special Meeting on September 30, 2010 to hear and
consider objections to the August 12, 2010 Hearing Officer's Report and
Recommended Order on the Department of Public Works’ 2010 Refuse Rate
Application. The Rate Board then deliberated, and decided the objections and
the Application, as orally stated on the record that date.

« The Rate Board's written Order regarding its September 30, 2010 decision is
now posted on the Department of Public Works website at www.sfdpw.org,
and posted at the San Francisco Main Library Government information Center.

Respectfully Submitted on October 8, 2010,

W

’a/ Rick Pearman .
Clerk to the Refuse Collection and Disposal Rate Board

1 Dr. Carlton B. Goodlett Place, City Hall, Room 362, San Francisco, CA 94102
Telephone (415) 554-4852; Fax (415) 554-484%




[San Francisco Refuse Collection and Disposal Rate Board Order and Findings]

Resolution modifying and adopting the Department of Public Works (DPW)
Director's Designated Hearing Officerb Recommended Ordef dated August 12
2010, based on the Hearing Officer's Report on the 2010 Application from the
Department of Public Works dated July 8, 2010; directing the DPW Director to re-
allocate proceeds between certain funds accordingiy, for July 1, 2010 through
September 30, 2011; updating the Diversion Incentive targets for 2010 through

2014 accordingly; and making findings supporting this Resolution.

WHEREAS, The 1932 Refuse Collection and Disposal Ordinance (as amended)
establishes and governs the process for approving residential refuse collection and

disposal rates for the City and County of San Francisco; and,

WHEREAS, On July 8, 2010 the Department of Public Works filed an
Application with the Chair of the Refuse Collection and Disposal Rate Board ("Rat'e

‘Board") to modify DPW Orders Nos. 176,099 and 176,100, the 2006 Rate Orders

setting residential refuse collection and disposal rates pursuant to the 1932 Refuse
Collection and Disposal Ordinance ("2006 Rate Orders"). The proposed modification
was to: (1) re-allocate certain funds derived from a surcharge on residential garbage
rates from a Special Reserve established under the Facilitation Agreement between
the City and Recology San Francisco, to the Impound Account established under
the2006 Rate Orders to be used to offset DPW costs for recycling and waste
management; and, (2) update the Diversion Incentive targets established in the 2006
Rate Orders to cover Rate Years 2012 through 2014; and,

WHEREAS, in response to the DPW Application the Hearing Officer designated
by the Director of the Department of Public Works conducted a hearing on August 2,
2010, and issued a Report and Recommended Order on August 12, 2010 regarding

the July 8, 2010 Rate Application from the Department of Public Works; and,
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WHEREAS, the Hearing Officer found the modifications requested by the
Application to be just and reasonable, an.d recommends as follows:
"l therefore recommend that the proceeds from the 1.3 percent surcharge on
billings, now used to fund the Special Reserve established under the Facilitation
Agreement, be re-allocated to the Impound Account established by the Rate
Orders, for the use of DPW to offset the costs of recyéling and waste
management, as detailed in the Application, and that the Diversion Incentive
tafgets established in the 2006 Rate Orders be extended and updated for Rate
Years 2010 through 2014, as detailed in the Application."
WHEREAS, Objections to the Director's Recommended Order were duly timely\
filed with the Chair of the Rate Board by August 31, 2010, by one Objector; and,
WHEREAS, The Rate Board, consisting of Chair Edwin M. Lee, Member
Edward M. Harrington, and Member Monique Zmuda (as designated by Controller Ben
Rosenfield}), convened a public hearing on the objections on September 30, 2010; and,
WHEREAS, The Rate Board concurs with_ some aspects of the objections; and,
WHEREAS, The Rate Board concurs with the Hearing Officer's findings and
Recommended Order, as modified by the Rate Board following hearing on September
30, 2010; and finds the modifications requested by the Application as modified by the
Rate Board, to be just and reasonable; and,
WHEREAS, the City Planning Department has reviewed the Application and
concluded that the actions proposed in the Application are "not a project per CEQA
[California Environmental Quality Act] Guidelines Section 15273. (Exhibit No. 5 before

the Hearing Officer);

1
i
1
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NOW, THEREFORE, BE IT RESOLVED, That the Rate Board directs the
Director of the Department of Public Works to revise DPW Orders 176,099 and
176,100 ("2006 Rate Orders”) as recommended by the Hearing Officer and as modified
by the Rate Board at its September 30, 2010 meeting:

A Revise the 2006 Rate Orders to re-allocate funds as detailed in the

Application, for proceeds from the 1.3 percent surcharge on billings now used to

fund the Special Reserve established under the Facilitation Agreement, to-be

re-allocated to the Impound Account established by the Rate Orders for the use
of DPW to offset the costs of recycling and waste management, for the time
period July 1, 2010 through September 30, 2011; and,

B.‘ Revise the 2006 Rate Orders regarding the Diversion Incentive targets

established in those Orders, as detailed in the Application, by updating the

established Diversion Incentive targets to cover Rate Years 2012 through 2014,
and, be it

FURTHER RESOLVED, That the Rate Board directs the DPW Director to
publish the revised Rate Orders in an appropriate manner no later than October 29,
2010; and, be it

FURTHER RESOLVED, That the Rate Board strongly urges the DPW Director
and the Department of the Environment to engage in a public process during the
current fiscal year, as discussed at the Rate Board's September 30, 2010 hearing,
regarding:

(1) The appropriate size of the Special Reserve, what should happen to any
excess in that Reserve, and whether the 1.3 percent surcharge on billings
that funds the Reserve should be reduced; and,

(2) The extent to which garbage rate funds éhouid pay for litter and other
street-related collection and disposal going forward;

and, be it
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FURTHER RESOLVED, That the objections duly fi!ed‘ with the Rate Board are
rejected, except to the extent addressed in the preceding Resolveds; and, be it

FURTHER RESOLVED, That the Rate Board finds that its decision on this
Application is "not a project” under the California Environmental Quality Act (CEQA)

Guidelines, as concluded by the City Planning Department.

Approved by the Refuse Collection and Disposal Rate Board by unanimous vote (3-0),

on September 30, 2010.

EDWIN M. LEE, Chair
City and County of Sah Francisco Refuse Collection and D;sposal Rate Board
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David Pilpel
2151 27th Ave
San Francisco CA 94116-1730

Edwin Lee, City Administrator
Office of the City Administrator
1 Carlton B Goodlett P1 Ste 352
San Francisco CA 94102

31 August 2010

Re: Written Objection to Hearing Officer’s Report and Recommended Order
Proposed Change in Refuse Collection and Disposal Rates

Dear Mr. Lee,

This letter is a written objection to the Hearing Officer’s Report dated 12 August 2010
and the undated Recommended Order on the Proposed Change in Refuse Collection and
Disposal Rates. I am a residential ratepayer and a person affected by the Recommended Order.
I presented a written protest letter dated 2 August 2010 at the hearing on that day, which is
included as Exhibit 7 in the Hearing Officer’s Report. T will not restate the specific points made
in that letter, which I incorporate herein by reference, but I do point out the following:

1. No clear explanation was made, prior to or during the 2 August 2010 hearing, of the overall
hearing procedure, the burdens on the applicant, the companies, and the public, and the time
limits applicable to the hearing. The failure to explain such procedures in order to allow the
public in particular to adequately prepare for the hearing worked a manifest injustice and denied
me due process to fully present my points in opposition. In particular, if I had known that public
comment not connected to cross-examination would be limited to 3 minutes per person I would
have increased my cross-examination and reorganized my public comment. To the contrary,
was led to believe that additional public comment time would be allowed in the event that few
members of the public attended, as did occur, but no such additional time was actually allowed.

2. Despite the failure described above I spent many hours preparing a written protest letter,
which [ presented at the hearing. Although a few of the points in that letter were addressed at the
hearing, however superficially, I expected that the Hearing Officer’s Report would carefully
consider and discuss each point raised. I was mistaken. Upon reading the Hearing Officer’s
Report I find only a cursory review of the public comments and questions from the hearing, a
brief summary conclusion to recommend granting the application, and no discussion of the
detailed points in my written protest letter, despite it being included as a marked exhibit.

3. At the hearing another member of the public, who I do not know, asked exactly what section
of the 1932 Ordinance allows DPW’s litter control costs to be allocated to residential ratepayers
in the manner proposed. There was no answer at the hearing but a promise by the Hearing
Officer that the Hearing Officer’s Report would include a specific citation in response. I found
no such reference or citation in the Hearing Officer’s Report.



4. T trust that the Rate Board, when convening to address this written objection and any others
received, will fully review the record, including my written protest letter, and properly consider
each point therein. If there are further procedures, written or otherwise, governing Rate Board
proceedings related to the application and this objection I hereby request to be advised of them
sufficiently in advance of any Rate Board meetings to allow me to be as prepared as possible.

5. As of the writing of this objection I have not received a mailed copy of the Hearing Officer’s
Report and Recommended Order. I was notified by telephone in the late afternoon on Friday 13
August 2010 by Douglas Legg of the Department of Public Works (DPW) that the Hearing
Officer’s Report and Recommended Order had been filed. Although I appreciate this personal
notice very much it does not substitute for the mailed copy that I requested in my written protest
~ letter and at the hearing. I read the Report and Recommended Order on DPW’s website, which
also includes the undated Recommended Order and an undated Notice of Recommended Order.

6. Although various parties, particularly DPW and City’s Department of the Environment, seem
to want additional flexibility to the rate-setting process in the 1932 Ordinance, I understand that
ordinance was written to consider costs of providing residential refuse collection and disposal
(garbage) service, and to ensure just and reasonable rates both to the companies and to the
ratepayers, no more and no less. It is clear to me that both the companies and the ratepayers,
along with the City, must adhere to laws and regulations that pertain here, both in general
application and specifically to garbage matters. To that end, the rate-setting process should not
be, in my opinion, the place where diversion programs are created or revised, nor should DPW
costs for societal problems or general budget and fiscal issues be addressed. Further, whether
other jurisdictions have different garbage rates, contract terms, franchise payments, tipping fees,
or whatever other arrangements is, I think, rather irrelevant to the purpose of rate-setting:
determining just and reasonable rates for residential refuse collection and disposal service.

7 The substantive issues raised by this application are serious. A clear response to the obvious
conflicts and procedural questions would allow those substantive issues to be addressed directly.
’m sure that I’'m not fully expressing in this objection letter my great frustration with the refuse
rate-setting process, which continues to work against an open and public discussion of actual
residential refuse collection and disposal costs, their reasonableness, and a just allocation thereof,
and in favor of private meetings among City staff and the companies without the public present.

Sincerely,

David Pilpel




Prepared Remarks of David Pilpel for the Refuse Collection and Disposal Rate Board
City and County of San Francisco * Thursday 30 September 2010

Good afternoon. As you know, my name is David Pilpel and I am a residential ratepayer. It
seems odd that I’m apparently the only reason we’re all here today but I need not dwell on that.
Further, since I am not a lawyer I’m not sure that I fully understand the nature of this hearing
and the burdens of the parties, a point I've tried to make in my protest and objection letters.
Nevertheless, I will do the best I can. We don’t have much time together so I will get right to it.

For clarity I have grouped my 7 objections into 3 broad areas: procedural concerns related to
DPW’s application, substantive objections to the Hearing Officer’s Report and Recommended
Order, and longer-term concerns about the rate-setting process and public participation. I will
now address each area in turn.

As to procedural concerns I first object to the Hearing Officer’s failure to clearly explain the
overall hearing procedure. This put the public in general and myself in particular in the position
of protesting or objecting without knowing what standards apply, who plays what roles, and
even which DPW Director’s Orders still apply. Second, I object to the lack of discussion in the
Hearing Officer’s Report of the detailed points in my protest letter. Hopefully we will have
time to address each of the points today. Third, I never received a mailed copy of the Hearing
Officer’s Report and Recommended Order. I only received a full copy of the Report and the
hearing transcript yesterday from the City Attorney. I also note that the hearing transcript is
dated 16 August 2010, after the Hearing Officer’s Report was filed, and so I question whether
the Hearing Officer had even received the hearing transcript prior to completing her report.

Regarding substantive objections I first object to the Hearing Officer’s failure to reference what
specific section of the 1932 Ordinance allows DPW’s litter control costs to be allocated to
residential ratepayers in the manner proposed. I don’t believe that DPW litter control programs
constitute costs of collection and disposal of refuse as defined in the 1932 Ordinance. Second, I
request that you fully review my written objections and property consider each point I made.
There are detailed, important, and nuanced issues in play here; this is no academic exercise.

As to longer-term concerns about the rate-setting process and public participation I first object
to the rate-setting process as the place where diversion programs are created or revised. I think
that diversion targets and methods to achieve them should be discussed publicly in advance of
any rate application and that the rate process should determine the just and reasonable costs
associated. Second, I have additional concerns with the rate-setting process and the lack of real
public participation. Ihave asked for periodic public sessions or workshops regarding waste
collection, disposal, and related issues and been repeatedly rebuffed as to those requests.

That summarizes my 7 technical objections. Now I will describe in more detail the practical
implications of DPW’s application and why I believe it should be denied in whole or in part.
Assuming the procedural hurdles could be overcome, which I am not conceding at this time, the
application proposes to re-allocate the annual revenue from the Special Reserve Account, about
$2.5 million, for DPW litter control costs and set increasing Diversion Incentive targets for
fiscal years 2011-12, 12-13, and 13-14.



As T understand it, the Special Reserve Account resulted from the 1987 Facilitation Agreement ‘
to cover extraordinary costs associated with the Altamont Landfill and hazardous waste control
and disposal. Recent research has shown that the Facilitation Agreement was approved by a
Board of Supervisors ordinance in connection with the Altamont Landfill contract. Since there
are still several years to go at Altamont and post-closure costs, if any, have not been projected it
seems far too premature to repurpose the annual revenue stream set up specifically to guard
against unknown but potentially significant landfill or hazardous waste-related costs.
Additionally, it appears to me that changing the basic purpose of the 1.3% surcharge may

require a formal amendment to the agreement, which is beyond the Rate Board’s purview.

Also, the agreement and the account appear to be for risk management purposes in connection
with the City exercising its contracting authority (for the landfill space) more in a proprietary
manner than a regulatory manner. The Rate Board appears to have no power or authority over
the Facilitation Agreement or the related agreements. Indeed, the City just this week made
public a proposed new landfill agreement to replace Altamont, an agreement that requires Board
of Supervisors approval and over which the Rate Board also has no power. New information I
obtained in the past few days shows that the Special Reserve Account has been an issue in past
Rate Board hearings but that no action was taken, even when it was labeled a “slush fund” when
it only contained about $5 million, in part due to unknown future costs.

DPW and other City staff did attempt to explain how about 47% of waste generated is
residential, by revenue or tonnage, as a partial justification for allocating some of DPW’s costs
to residential ratepayers. However, the 1.3% surcharge applies to all garbage bills, both .
residential and commercial, and section 6 (b) of the 1932 Ordinance pretty clearly excludes

commercial rates from the Rate Board’s purview. So, even if the residential portion of the

surcharge could be re-allocated, which I am not conceding at this time, I find no legal basis for

the Rate Board to approve any allocation of revenue from commercial accounts for DPW costs

as such allocation would constitute commercial rate regulation in violation of the 1932

Ordinance.

The retroactive nature of the proposed allocation to cover DPW costs back to 1 July 2010,
almost 3 months ago, runs counter to the usual prospective rate-setting process. The garbage
companies are required to project future costs, not collect past costs. Why should DPW, who is
supposed to recommend just and reasonable rates, be allowed to use a different standard for
their own costs? Finally, Proposition 218 adds additional complexity unrelated to the majority
protest provisions (which are unlikely to ever be triggered) related to cost of service, nexus, and
proportionality issues. DPW’s application does not explain the applicable tests, if they are
being met, and how.

As I’ve tried to point out, setting Diversion Incentive targets in a vacuum without explaining
how such targets might be met is ultimately unjust and unreasonable to the ratepayers. The
garbage companies will continue to invest modestly in people and technology to increase
diversion and improve the likelihood of obtaining Diversion Incentive payments. However,
much of that investment is buried and captured in worksheets driving existing and future rates
already paid by ratepayers. This is where the ratepayer interest in minimizing rates while
complying with applicable laws runs up against City and environmental interests in maximizing




diversion and minimizing environmental impacts from landfills. I think ratepayers are willing
to bear just and reasonable costs of diversion programs and that the Rate Board can make
judgments about the reasonableness of program costs and outcomes along with a Diversion
Incentive program, but with the costs and outcomes piece missing here we are left with just
targets and no connection to either the big picture of getting to zero waste or any analysis of the
proposed targets.

I believe that the key to untangling these issues, both in the near term and beyond, is to engage
the public in a more meaningful way. That’s what ’ve been seeking for the past 2 months in
this proceeding and the past several years more broadly. The garbage companies take
constructive comments and criticism to a degree but are under no obligation to meet or respond
formally. DPW does not address waste management policy issues and has limited capacity to
address finance and rate matters. The Department of the Environment, successor to the City’s
Solid Waste Management Program, has successfully implemented key diversion and zero waste
programs but continues to resist efforts to discuss policy and program issues publicly. I believe
that the Rate Board can order otherwise. Elsewhere in the City the SFPUC has a Rate Fairness
Board that many of us are familiar with. The topic of electric rate design methodology was
discussed at the SFPUC Commission as recently as 2 days ago, Tuesday 28 September 2010.

I should also remind you that this is not an all-or-nothing choice before you. Although not the
outcome I would most prefer, the Rate Board could, for example, allocate additional funds to
DPW for fiscal year 2010-11 only, or beginning October 1 only, from the existing impound
account, deny the application with respect to future Diversion Incentive targets, order public
workshops in the next 6 months to discuss waste issues, and force another application before
July 1, 2011 with a more complete basis to evaluate. There are also variations on that theme.
In any event, I am willing to and would very much like to invest my garbage program and rate-
related interests in a more engaging and public process to discuss the underlying issues here in a
way that is not adversarial but constructive. My personal involvement with key City and
Recology staff demonstrates that we can work together and that thinking differently is possible.
You can help make that happen.

I could go on about the lack of notice to neighborhood organizations and interested persons
from past rate proceedings but that’s not the important point. Garbage ratepayers received no
change in service as of 1 July 2010 but are being asked to pay for DPW litter control costs,
retroactive to that date, to offset a reduction in general fund support to DPW. That general fund
reduction was buried in the budget and received no attention or scrutiny in the June 2010 budget
review. I assume that DPW will discuss the risk of rej ecting the application and the real
possibility of layoffs and service reductions in litter control. As I alluded to in my protest letter,
you all have important City jobs with a relationship to maintaining a balanced budget and I
hope that won’t bias your decision.

For the reasons in my objection letter, my protest letter, the testimony at the 2 August 2010
hearing, the testimony today, and the record before you I urge this Rate Board to either deny
DPW?’s application or at least modify the Recommended Order to address my concerns and
objections. I am available to answer any questions you may have. Thank you.
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Department of Public Works
Office of the Director

City Hall, Room 348

Gavin Newsom, Mayor 1 Dr. Carlton B. Goodlett Place
Edward D. Reiskin, Director San Francisco, CA 94102-4645

Order No. 178,941

The Department of Public Works hereby issues the following order which supplements DPW
Orders Nos. 176,099 and 176,100 based upon action by the Refuse Collection and Disposal Rate
Board:

Whereas, On July 8, 2010, the Department of Public Works applied for a modification of
DPW Orders Nos. 176,099 and 176,100, the 2006 rate orders setting residential refuse collection
and disposal rates pursuant to the 1932 Refuse Collection and Disposal Ordinance; and

Whereas, The modification sought was to (1) re-allocate certain funds derived
from a surcharge on residential garbage rates from a Special Reserve Account established
under the Facilitation Agreement between the City and Recology San Francisco, to the
Impound Account established under the rate orders to be used to offset DPW costs for
recycling and waste management, and (2) update the Diversion Incentive targets
established in the 2006 rate orders to cover Rate Years 2012 to 2014; and

‘ Whereas, An independent hearing officer appointed by the Director of Public
Works investigated the application and concluded in her Report dated August 12, 2010
that the proposed modification was justified and would result in rates that are just and
reasonable; and

Whereas, Upon review of the hearing officer's recommended order, the Refuse
Collection and Disposal Rate Board upheld the proposed re-allocation of revenues for
Rate Year 2011 and the extension of the Diversion Incentive targets for Rate Years 2012
t0 2014; now therefore

Be it ordered, That for the period from July 1, 2010 to September 30, 2011, the
companies shall no longer deposit the 1.3 % surcharge on residential collection and
disposal rates in the Special Reserve Account under the Facilitation Agreement, but shall
instead increase their contributions to the Impound Account by the same amount, for the
use of DPW to offset its costs for recycling and waste management; and be it

Further ordered, That commencing October 1, 2011, the 1.3 % surcharge on
residential collection and disposal rates shall again be deposited in the Special Reserve
Account under the Facilitation Agreement; and be it

IMPROVING THE QUALITY OF LIFE IN SAN FRANCISCO
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Further ordered, That the Diversion Incentive targets established in the 2006
rate orders shall be extended as follows to cover Rate Years 2012 to 2014:

Tonnage Disposal Company Diversion %
Rate Year Tier 1 Tier 2 Tier 1 Tier 2
2012 417,679 389,990 55.52% 58.71 %
2013 401,830 354,391 58.72 % 63.95 %
2014 384,654 316,305 61.87 % 69.08 %
OR Reward 0.5% 0.5 % 0.5% 0.5 %
and be it

Further ordered, That except as specifically provided otherwise by the Rate Board's
decision and this Order, the remaining provisions of DPW Orders Nos. 176,099 and 176,100

shall stay in effect.

-

Edward D. Reiskin
Director

Approved: October 29, 2010

City and County of San Francisco - Department of Public Works




David Pilpel
2151 27th Ave
San Francisco CA 94116-1730

Greg Wagner, Garbage Rate Hearing Officer
Department of Public Works

1 Carlton B Goodlett P1 Ste 348

San Francisco CA 94102-4645

23 April 2012
Re: Written Protest Against Proposed Change in Refuse Collection and Disposal Rates
Dear Mr. Wagner,

This letter is a written protest against the proposed change in residential refuse collection
and disposal rates. I am a residential ratepayer for the above address and can submit a copy of a
current refuse collection bill if required. I am opposed to the proposed change at this time for the
reasons set forth below. I anticipate being able to elaborate further at today’s hearing.

1. Protest Summary: I protest the reallocation of Special Reserve Fund revenues to support part
of DPW’s litter control costs previously supported by the City’s General Fund. No nexus has
been shown between DPW litter control programs and residential ratepayers and no new benefit
is conferred on residential ratepayers from shifting costs in the manner proposed. Alternatives
do exist and should be explored, but DPW’s rate application should be denied at this time.

2. DPW Conflict: Under the 1932 Refuse Collection and Disposal Ordinance (“the 1932
Ordinance”) the Department of Public Works (“DPW?) is charged with ensuring that residential
refuse collection and disposal (“garbage”) rates are just and reasonable, both to residential
ratepayers (“ratepayers”) and the garbage companies (“the companies”). Thus it is awkward for
DPW itself to be proposing, via a rate application, a change in the use of the Special Reserve
Fund to cover part of DPW’s litter control costs. Although I understand that you have been
appointed by City Administrator Naomi Kelly, the Chair of the Refuse Collection and Disposal
Rate Board (“the Rate Board™), as the Garbage Rate Hearing Officer and that your Hearing
Officer’s Report and Recommended Order will be sent directly to Ms. Kelly, I question whether
the interests of ratepayers are being sufficiently protected over those of the City and County of
San Francisco (“City””) and DPW in this matter. I believe that only in 2010 and now has the City
or DPW ever submitted a rate application. In both cases the rate application was primarily to
redirect funds from the Special Reserve to support DPW’s litter control costs and not to address
the companies’ cost of providing garbage service. It is at best an uncomfortable position and
thus I ask that DPW explain in detail exactly how ratepayer interests are being protected here and
exactly what steps DPW has taken to address the obvious conflict of interest in this matter.

3. Legal Counsel: In my 2010 protest letter [ noted that Deputy City Attorney Tom Owen had
advised DPW on preparing the 2010 rate application and that he had addressed the legal and
procedural issues, including Proposition 218 issues, affecting that rate application proceeding.



As such, I argued that another Deputy City Attorney who had not advised DPW on that matter
should serve as legal counsel to the Hearing Officer in order to avoid the element of appearance
of conflict and to address due process concerns. That did not happen in 2010 and I have asked
several times this year that separate legal counsel be assigned to you as the Hearing Officer. I
have not received a positive answer on this issue and so I raise it again as a due process concern.

4. Procedural Clarity: The likelihood or possibility of an appeal of the Hearing Officer’s Report
and Recommended Order to the Rate Board raises further procedural concerns. If your Report
and Recommended Order deny DPW’s rate application, can DPW actually appeal the matter to
the Rate Board? If so, then who decides what procedures would be used, since a DPW Order is
the normal method used to set such procedures, which would simply compound the DPW
conflict discussed above? If not, then what recourse or remedy would DPW have to address an
adverse Recommended Order? Some clarity on these procedural issues would be helpful.

5. Ratepayer Interests: In the 2006 rate proceeding ratepayer interests were represented by a
Ratepayer Advocate. I understand that no provision has been made for a Ratepayer Advocate or
similar position for this rate proceeding. DPW, City’s Department of the Environment, and the
companies will all likely be represented at today’s hearing, but it appears that ratepayers will not
be. Furthermore, DPW, who is normally supposed to ensure procedural fairness, has a direct
interest in the outcome. As such, I think that it is even more important that the ratepayers have
assertive and competent representation in this matter. In addition to the issues raised above, I
question how DPW is attempting to ensure that ratepayer interests are represented at this hearing.

6. Exhibits: I respectfully request that a copy of the following items be placed as exhibits in the
record: the 1932 Ordinance, the 1987 Facilitation Agreement, the October 8, 2010 Rate Board
Order, DPW Orders No. 178,941 (October 29, 2010; Implementing Rate Board Order); 180,016
(February 24, 2012; Procedural Rules); and 180,017 (February 24, 2012; Protest Guidelines), the
February 16, 2012 Postcard Notice of today’s hearing, the March 20, 2012 Workshop Notice;
Agenda; and Summary (including handouts), the March 29, 2012 DPW rate application (with
attachment), the notice of today’s hearing published in the San Francisco Chronicle 2 April 2012,
and the agenda for today’s hearing. If these documents are not immediately available then I
respectfully request that exhibit numbers be reserved therefor and that DPW be directed to
provide a copy of each for the record. Further, the City location where documents related to this
proceeding are available for public review should be disclosed during today’s hearing.

7. Background: The 1932 Ordinance uses a simple and elegant approach to residential refuse
collection rates and regulations. At its core it contemplates residential collection, processing,
transportation, and disposal services. Although not written to address composting, recycling, or
hazardous waste, such elements have become part of garbage service through state and local law.
Thus, it is reasonable that direct, indirect, and overhead costs of service provided to residential
property owners, and tenants, to collect their refuse, whether compostable, recyclable, or residual
waste, including education, hazardous waste, and special collection programs, be included in
residential rate-setting. It is also reasonable that other costs, including commercial collection
costs and DPW litter control costs, be conversely excluded. Just as commercial costs are
excluded and have been for 80 years, DPW litter control costs have no prior history of inclusion
before 2010. Instead, they had been General Fund costs. Further, if DPW litter control costs




were intended to be included prior to 2010 an ordinance amending the 1932 Ordinance could
have explicitly done so. None did. Proposition 218 now requires a nexus and proportionality
between a fee and the service provided. The proposed fund shift does not appear to meet the test
nor would an amendment to the 1932 Ordinance to explicitly include DPW litter control costs.

8. The 1987 Facilitation Agreement: Paragraph 5 provides, in relevant part: “It is understood
that it is not the intention of the parties that withdrawals from the reserve fund should take the
place of normal ratemaking processes by which rates are adjusted to recover costs as they are
incurred but that the reserve fund is designed to assure that refuse collection and disposal rates
are not subject to major fluctuations from time to time and to protect the Company against
unusual circumstances in which rates are not or cannot reasonably be adjusted to provide
adequate revenues to recover increased costs under the Contract as they are incurred. Not later
than five years after the expiration of the Contract, the Rate Board shall determine whether there
is any continuing need for the fund. If the Rate Board determines there is no further need for the
fund, the Rate Board shall allocate the remaining monies in the fund for the benefit of the then
current and future residential rate payers and commercial accounts of the collection companies.”

9. Special Reserve Fund: There is general agreement that sufficient funds exist in the Special
Reserve to address the purposes for which it was established; there is no agreement as to any
excess and whether to continue the surcharge at this time. The 1987 Facilitation Agreement
contemplated this eventuality and provided that any excess should benefit the ratepayers. |
believe that an appropriate benefit to the ratepayers is to reduce or spread the impact of a likely
increase for additional refuse processing and sorting facilities and services over a period of time.
I am not proposing a credit or rebate to ratepayers of the accrued excess in the Special Reserve. |
believe that it is premature to reallocate any excess funds from the Special Reserve at this time.

10. 2010 Rate Board Order: The 2010 Rate Board Order directed DPW to reallocate funds to the
Impound Account for the use of DPW to offset the costs of recycling and waste management for
the time period July 1, 2010 through September 30, 2011 and strongly urged DPW and the
Department of the Environment to engage in a public process during the 2010-11 fiscal year
regarding the appropriate size of the Special Reserve, what should happen to any excess in that
Reserve, whether the 1.3 percent surcharge on billings that funds the Reserve should be reduced,
and the extent to which garbage rate funds should pay for litter and other street-related collection
and disposal going forward. DPW and the Department of the Environment did not engage in a
public process during the 2010-11 fiscal year; a public workshop was held on March 20, 2012.
DPW has had no authority to reallocate Special Reserve funds since September 30, 2011 and is
only now seeking to retroactively and permanently approve the reallocation.

11. DPW Litter Control Costs: DPW proposes to continue covering about $2.6 million annually
of its litter control costs using Special Reserve revenues routed through the Impound Account.
There is no question that DPW accrues more than $2.6 million in litter control costs; there is
disagreement on whether ratepayers should bear this burden. Proposition 218 requires both a
nexus and proportionality between fees and services. In this case DPW has not shown how
ratepayers benefit from paying for litter control or how such costs have been proportionally
allocated to residential ratepayers. I am aware of no nexus study or other document claiming to
establish a nexus between DPW’s litter control costs and residential ratepayers. Further, DPW’s



rate application summarizes DPW litter control costs with only brief descriptions of each
program element and no analysis of performance measures, program outcomes, or alternative ‘
approaches to enforce measures against and reduce illegal dumping. Even if the regular City

budget process already included some discussion of these issues DPW’s rate application does not

and so no evidence is in the record in support of DPW’s nearly $9 million in litter control costs.

12. General Fund Offset: Overall, it seems clear that DPW is trying, again, to offload general
fund costs onto another funding source, in this case residential ratepayers. Until 2010 DPW’s
litter control costs were borne by the General Fund. I am not aware of any change in services or
service levels related to DPW’s litter control efforts and I see no particular benefit received by
residential ratepayers resulting from the temporary funding shift approved in the 2010 Rate
Board Order. In fact, I argue that shifting costs in this manner creates a disincentive to properly
dispose of residential refuse, since DPW picks it up and other ratepayers pay for its disposal.
This works against the concepts of compliance, education, enforcement, and responsibility. The
General Fund continues to improve based on economic conditions and can support a shift back.

13. Nexus Test: Since DPW’s litter control costs have been borne prior to 2010 by the City’s
General Fund DPW has the burden to show a nexus between its litter control costs and benefits
to residential ratepayers, not all of whom are property owners or City residents. Fundamentally,
why should residential ratepayers bear the costs of cleaning up illegally dumped waste? If DPW
has a nexus study it should be available for public review. If not, I don’t see how DPW can meet
the nexus test. Thus, approving DPW’s rate application could risk a Proposition 218 lawsuit.

14. Proportionality: As I understand it, under Proposition 218 each customer class must bear its
cost of service and no customer class may subsidize another. Although DPW’s rate application
does explain its methodology for calculating the residential ratepayers’ share it does not include
the underlying data or explain its assumptions. There is no evidence to support the claim that

46.7% of total refuse is from residential sources, the implied argument that illegal street litter is
generated in the same proportion as legal refuse from residential and commercial sources, or the
conclusion that residential ratepayers should be equally burdened with illegal dumping costs.

15. Alternatives: I suggested at the March 20, 2012 workshop that DPW’s current or increased
costs of administration (finance and policy review), education (proper litter disposal), and
enforcement (patrols, warnings, fines, and legal costs) would be appropriate Impound Account
items. DPW seemed uninterested and appears to have ignored such an alternative approach.

16. Basis of Recommendation: Although DPW’s mailed postcard, rate application, and
published notice assert that the proposed change would have no effect on refuse collection bills,
funds from the Special Reserve would be reallocated. If, as DPW indicates, there would be no
effect on customer bills then other factors become important. Whether ratepayers benefit from
the same services already provided bears scrutiny. DPW’s effectiveness also warrants review.

17. Other Issues: I have previously expressed concern about a number of issues related to refuse

collection and disposal service in San Francisco, both residential and commercial, and have

suggested more discussion among City staff, the companies, and interested persons to explore

issues including customer service, equipment, facilities, management, operations, operations ‘



planning, policy, rate setting assumptions, rate setting process, reports, and public discussion.
More recently I have been involved in addressing illegal poaching of recyclables, an issue I think
is directly connected to illegal dumping. The relationship between garbage, litter, blight, and
enforcement is arguably just as important as waste diversion, reuse, and recycling. As both an
activist and a ratepayer I continue to be frustrated by the rate setting process and its seeming
inability to directly address either cost efficiency or program effectiveness. I renew my call for a
meaningful discussion about these issues now, before other pressing matters derail it.

18. Conclusion: For the foregoing reasons, and for any other reasons that may be raised during
cross-examination or public comment at today’s hearing, I respectfully request that you either
denry DPW’s rate application or continue today’s hearing to allow for further dialogue to answer
some of the questions presented and discuss some of the underlying concerns. In the event that
you do continue this hearing I have separately made a written request to receive mailed notice of
any such continued hearing and a mailed copy of your report and Recommended Order when
available. I hope it is agreed that avoiding an appeal to the Rate Board is desirable and that my
concerns and those of other parties, including DPW, warrant due consideration. I trust that you
will properly exercise independent judgment and act in the best interests of both the ratepayers
and the companies to ensure that garbage rates are just and reasonable under the 1932 Ordinance.

Sincerely,

David Pilpel

cc: Douglas Legg, Manager of Finance, Budget, and Performance, Department of Public Works






David Pilpel
2151 27th Ave
San Francisco CA 94116-1730

Naomi Kelly, City Administrator
Office of the City Administrator
1 Carlton B Goodlett P1 Ste 352
San Francisco CA 94102

25 May 2012

Re: Written Objection to Hearing Officer’s Report and Recommended Order
Proposed Change in Refuse Collection and Disposal Rates

Dear Ms. Kelly,

This letter is a written objection to the Hearing Officer’s Report dated 8 May 2012 and
the undated Hearing Officer’s Recommended Order on Residential Refuse Rates. Iam a
residential ratepayer and a person affected by the Recommended Order. I presented a written
protest letter dated 23 April 2012 at the hearing on that day, which is included as Exhibit 9 in the
Hearing Officer’s Report. I will not restate all of the specific points made in that letter, which I
incorporate herein by reference, but I do specifically object at this time as follows:

1. The Department of Public Works (DPW) certainly has outstanding litter control costs that
have been borne by the City’s General Fund historically. In the last several years several
attempts have been made to shift the burden of covering some of those costs to refuse (garbage)
service ratepayers via the Impound Account or the Special Reserve Fund. However, section 6
(a) of the 1932 Ordinance provides, in relevant part, that “Until and unless changed in the
manner hereinafter set forth, the maximum rates or charges for the collection and disposition of
refuse as herein defined, by refuse collectors, from residences, flats and apartment houses of not
more than 600 rooms, and the regulations relating to such rates or charges, shall be as follows . .
.7 linterpret that language to mean that the rates and charges are only “for the collection and
disposition of refuse as herein defined . . . from residences, flats and apartment houses . . .”
Collection and disposition of refuse from residences is absolutely integral to the rates and
charges. Conversely, DPW’s litter control costs (costs of collection and disposition of refuse
NOT from residences but from sidewalks and street corners, abandoned by unknown persons)
are not within the definition and should be excluded. The Hearing Officer’s Report does not
examine this issue in sufficient detail and merely concludes “that the cost of these activities are a
reasonable and justifiable component of the rate base.” I respectfully disagree. DPW’s litter
control costs are more properly City General Fund costs and so I urge the Rate Board to deny
DPW’s rate application accordingly.

2. Even if DPW’s litter control costs could somehow be found reasonable, the Hearing Officer’s
Report requires no additional reporting by DPW in the future to document its costs, its tonnage
collected by waste stream (green, blue, and black), the diversion rate for each stream, and its



particular efforts to reduce tonnage collected, increase diversion rates, and reduce costs of litter
control. At a minimum, I urge the Rate Board to order DPW to report on these items.

3. While there is agreement that the Special Reserve Fund has adequate or greater resources
available, there is disagreement about the proper use of any excess resources and the timing of
any re-allocation of those resources. I believe that funds should remain in the Fund until the next
regular rate application, in anticipation of additional significant investments that will be needed
to increase diversion rates and attempt to achieve zero waste to landfill by 2020. Re-allocating
the excess, or even the 1.3% surcharge, at this time would likely result in a more significant rate
increase to residential ratepayers than necessary. Thus, I again urge the Rate Board to deny
DPW?’s rate application accordingly.

4. DPW and the Department of the Environment, while supportive of the 1932 Ordinance,
including the rate-setting and regulatory scheme that it includes, continue to view meaningful
public participation in the rate-setting and regulatory scheme as time-consuming and
unproductive. I have endeavored to participate meaningfully and reasonably but I continue to be
frustrated by not having a forum for serious dialogue about our waste system planning. At times,
the attitude of “we know what we’re doing; please don’t bother us™ is not conducive to a
productive relationship and meaningful public engagement on getting to zero waste to landfill by
7020. The small number of well-meaning City staff and interested persons should be able to
discuss these issues respectfully, reducing burdens on the Rate Board and efficiently resolving
differences. Had such a process existed this objection could have been avoided, saving time for
everyone. Thus, I urge the Rate Board to order DPW and the Department of the Environment to
develop a meaningful public engagement process to discuss waste planning outside rate hearings.

Thank you in advance for your consideration of these objections.

Sincerely,

David Pilpel

cc: Douglas Legg, Manager of Finance, Budget, and Performance, Department of Public Works
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[San Francisco Refuse Collection and Disposal Rate Board Order and Findings 201 2]

Resolution modifying and adopting the Designated Hearing Officer's
Recommended Order dated May 8, 2012, based on the Hearing Officer's May 8,
2012 Report on the March 29, 2012 Application from the Department of Public
Works; directing the DPW Director to continue to re-allocate designated
proceeds between certain funds, as of October 1, 201 1; direction for future
Application processes and hearing, and related matters; and making findings

supporting this Resolution.

WHEREAS, The 1932 Refuse Collection and Disposal Ordinance (as amended)
establishes and governs the process for approving residential refuse collection and
disposal rates for the City and County of San Francisco; and,

WHEREAS, Rules of Procedure for Refuse Collection and Disposal Rate
Hearings as adopted February 24, 2012, DPW Order No. 180,016, also apply; and,

WHEREAS, On March 29, 2012 the Department of Public Works filed an
Application with the Chair of the Refuse Collection and Disposal Rate Board ("Rate
Board") to modify DPW Order No. 178,941, the 2010 Order issued pursuant to the
1932 Refuse Collection and Disposal Ordinance ("2010 DPW Order"). The DPW
Application proposes that certain funds derived from a surcharge on residential
garbage rates continue to be re-allocated, from a Special Reserve Fund established
under the Facilitation Agreement between the City and Recology San Francisco to the
Impound Account previously established to offset DPW costs for recycling and waste
management; and,

WHEREAS, in response to the DPW Application the designated Hearing Officer
conducted a hearing on April 23, 2012 and issued a Report and Recommended Order
on May 8, 2012 regarding the March 29, 2012 Application from the Department of
Public Works; and,
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WHEREAS, the Hearing Officer found the modification requested by the
Application to be just and reasonable, and recommends as follows:

"| therefore recommend that the proceeds from the 1.3 percent surcharge on

billings continue to be re-allocated to the Impound Account established by the

Rate Orders, for the use of DPW to offset the costs of recycling and waste

management, as detailed in the Application."

WHEREAS, Four objections to the Hearing Officer's Recommended Order were
timely filed with the Chair of the Rate Board on May 25, 2012 by one Objector; and,

WHEREAS, The Rate Board, consisting of Board Chair/City Administrator
Naomi M. Kelly, Board Member/PUC General Manager Edward M. Harrington, and
Board Member/Controller Ben Rosenfield, convened a public hearing on the objections
on June 14, 2012; and,

WHEREAS, The Rate Board Denies Objections No. 1, 2 and 4; and,

WHEREAS, The Rate Board concurs with Objection No. 3 that monies in the
Special Reserve Fund must remain in this Fund except as otherwise provided by the
Facilitation Agreement between the City and Recology San Francisco, and related
provisions, but the Board denies the remaining portions of Objection No. 3; and,

WHEREAS, The Rate Board concurs with the Hearing Officer's findings and
Recommended Order as modified by the Rate Board at its hearing on June 14, 2012,
and finds the modification requested by the Application as modified by the Rate Board
to be just and reasonable; and,

WHEREAS, Upon consideration and discussion following presentations at the
June 14, 2012 hearing, the Rate Board has recommendations for improvements to the
rate setting process; and,

WHEREAS, The City Planning Department has reviewed the DPW Application
and concluded that the actions proposed in the DPW Application are statutorily exempt
from environmental review under the California Environmental Quality Act and CEQA

Guidelines (California Public Resources Code §§21000 ef seq., §21080(b)(8);
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14 California Code of Regulations §§15000 et seq, §15273). [Exhibit No. 6 before the
Hearing Officer.]

NOW, THEREFORE, BE IT RESOLVED, That the Refuse Collection and
Disposal Rate Board directs the Director of the Department of Public Works to revise
DPW Order No. 178,941 ("2010 DPW Order") as recommended by the Hearing Officer
and modified by the Rate Board at its June 14, 2012 hearing, as follows:

Revise DPW Order No. 178,941 so that as of October 1, 2011 proceeds from

the 1.3 percent surcharge on billings continue to be re-allocated from the

Special Reserve Fund established under the Facilitation Agreement between

the City and Recology San Francisco, to the Impound Account established by

previous Rate Orders for the use of DPW to offset the costs of recycling and
waste management, as detailed in the 2012 DPW Application; this re-allocation
will continue until conclusion of the next regular rate setting hearings; and, be it

FURTHER RESOLVED, That the Rate Board directs the DPW Director to
publish the revised Order ("2012 DPW Order") in an appropriate manner no later than
July 31, 2012; and, be it

FURTHER RESOLVED, That monies in the Special Reserve Fund must remain
in this Special Reserve Fund except as otherwise provided by the Facilitation
Agreement between the City and Recology San Francisco, and related provisions; and,
be it

FURTHER RESOLVED, That, as discussed and directed by the Rate Board at
its June 14, 2012 hearing:

(1) Atthe next regular rate setting process and hearings, the Hearing Officer
and the Board shall receive and consider informative evaluative reports
from the City's Department of Public Works and the City's Department of the
Environment, and may receive such reports from other interested persons

and entities, regarding:
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(A.) The appropriate size of the Special Reserve Fund;

(B.) What should happen to any excess in the current Special Reserve
Fund, and whether the 1.3 percent surcharge on billings that funds this
Special Reserve Fund should be reduced or eliminated; and,

(C.) Whether a new Special Reserve Fund should be created, and if so, its

specifications and parameters.

And,

(2) At the next regular rate setting process and hearings, the Hearing Officer

and the Board shall receive and consider informative evaluative reports
from the City's Department of Public Works and the City's Department of the
Environment, and may receive such reports from other interested persons
and entities: regarding whether the City, or Recology San Francisco, should
perform litter and other street-related materials collection going forward,
including related diversion and disposal of materials collected; and
regarding whether, and if so to what extent, garbage rate funds should pay

for these services.

And,

(3) The Board strongly urges the Department of Public Works and the

Department of the Environment to develop and gather more complete data
and publish more meaningful public reports as to the volume and types of
litter and other street-related materials collected, and as to the related
volume and types of diversion and disposal (including recycling) of these

various materials.

And,

(4) The Board strongly urges the Department of Public Works and the

and, be it

Department of the Environment to provide a more robust forum for public

engagement and participation in waste system planning;
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FURTHER RESOLVED, That the objections duly filed with the Rate Board are
denied, except to the extent addressed in the preceding Resolveds; and, be it

FURTHER RESOLVED, That the Board finds that the continued rate
re-allocation will assist the Department of Public Works in meeting operating expenses,
including employee wage rates and fringe benefits, and including the purchase or lease
of supplies, equipment, and materials; all for DPW programs to collect and dispose of
solid waste and recyclables from City streets and properties, and for programs to
prevent littering and illegal dumping, as set forth in the DPW Application and its
Attachment No. 1; and that the City and County of San Francisco Planning Department
has determined that the Application is statutorily exempt from environmental review
under California Public Resources Code §21080(b)(8) and CEQA Guidelines §15273
(14 California Code of Regulations §15273); and, be it

FURTHER RESOLVED, That the Rate Board finds that its decision on this
Application is statutorily exempt from environmental review under the California
Environmental Quality Act and CEQA Guidelines, as concluded by the City Planning

Department.

Approved by the Refuse Collection and Disposal Rate Board by unanimous vote

(3-0, Kelly, Harrington, Rosenfield), on June 14, 2012.

Dated: July 9, 2012

NAOM M. KELLY, Ehair
City and County of San Francisco Refuse Collection and Disposal Rate Board
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DPW Order No: 180442

The Department of Public Works hereby issues the following order which supersedes in relevant
part DPW Order No. 178,941 and supplements DPW Orders Nos. 176,099 and 176,100 based
upon action by the Refuse Collection and Disposal Rate Board:

Whereas, On March 29, 2012, the Department of Public Works applied for a
modification of DPW Order No. 178,941; and

Whereas, DPW sought the modification to continue the re-allocation of certain
funds derived from a surcharge on residential garbage rates from the Special
Reserve Account established under the Facilitation Agreement between the City
and Recology San Francisco, to the Impound Account established under the rate
orders to be used by DPW to offset its costs for recycling and waste management,
which re-allocation was first authorized as part of DPW Order No. 178,941; and

Whereas, An independent hearing officer appointed by the City Administrator
investigated the application and concluded in his Report dated May 8, 2012, that
the proposed modification was justified and would result in rates that are just and
reasonable; and

Whereas, Upon review of the hearing officer’s recommended order, the Refuse
Collection and Disposal Rate Board upheld the continued re-allocation of
revenues; now therefore

Be it ordered, That effective October 1, 2011, the companies shall no longer
deposit the 1.3 percent surcharge on residential collection and disposal rates in the
Special Reserve Account under the Facilitation Agreement, but shall instead
increase their contributions to the Impound Account by the same amount, for the
use of DPW to offSet its costs for recycling and waste management; and be it

Further ordered, That this re-allocation shall continue until the conclusion of the
next regular rate setting hearings, unless the re-allocation is affirmatively
continued through those proceedings; and be it

San Francisco Department of Public Works
Making San Francisco a beautiful, livable, vibrant, and sustainable city.



Further ordered, That except as specifically provided otherwise by the Rate
Board's decision and this Order, the remaining provisions of DPW Orders
Nos. 176,099, 176,100, and 178,941 shall stay in effect.

7/23/2012

X Mohammed Nuru

Nuru, Mohammed
Approver 2

San Francisco Department of Public Works
Making San Francisco a beautiful, livable, vibrant, and sustainable city.




