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SAN FRANCI SCO, CALI FORNI A;

MONDAY, JUNE 19, 2017; 9:02 A M

THE CHAIR  Good norni ng.

| would Iike to resune the Special Meeting of the
Ref use Col Il ection and Di sposal Rate Board.

For the record, it is Mnday, June 19th, 2017.

It is approxi mately 9:02.

And we are in Cty Hall, Room 416.

Just by way of background, we recessed the Speci al
Meeting at approximately 3:34 p.m on Friday, June 16th, and
we are now resum ng the neeting.

The purpose of the neeting is to hear and consi der
bjections to the Report and Recommend Orders issued by the
Public Wrks Director on May 12th, 2017, that woul d increase
residential refuse collection and di sposal rates.

| am Jennifer Johnston, Deputy City Adm nistrator
and Chair of this Rate Board.

Joining ne are the other two Menbers of the Rate
Boar d.

That's Ted Egan, Chief Econom st of the Cty and
County of San Francisco, and Mchael Carlin, here to ny left,
Deputy CGeneral Manager of the Public Utilities Comm ssion
(i ndicating).

Al so present are Bradley Russi fromthe Gty
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Attorney's CGovernnent Team who serves as counsel to the Rate
Boar d.

We al so have Jack Gall agher, Policy Aide to the
Ofice of the Gty Adm nistrator. He'll be serving as clerk
t oday.

We have Mohammed Nuru joining us again, Director of
Public Wbrks.

Julia Dawson, Deputy Director for Finance
Adm ni strator for Public Wrks.

Anne Carey, Project Manager for Public Wrks, pardon

| don't see Manu here.

M5. DAWSON: He said he'd be running | ate.

THE CHAIR  Okay. Robert Hal ey, Zero Waste Manager
in the Departnent of the Environnent.

And San Franci sco Rate Payer Advocate Rosie Dil ger.

Qur hearing is being transcribed today by a
st enographer, Dawn StarKk.

We are also recording this hearing. So I ask that
you speak one at a time and use the m crophone so you can be
heard cl early.

Pl ease al so make sure to turn off your cell phones,
pagers, and ot her sound-produci ng el ectroni c devices so that
our hearing does not get interrupted.

And just a quick overview of these proceedings.
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So we began -- as | indicated, we began the Speci al
Meeting at approximately 1:00 p.m on Friday, June 16th.

During the neeting, we covered Agenda Itens |
t hrough VII1I.

In the course of hearing those Agenda Itens, we
heard testinony fromthree of the Objectors and took public
coment from a nunmber of individuals.

Bef ore proceedi ng, additional rem nders.

Copi es of the Agenda of this hearing are avail able
on the side table of the roomfor you to pick up, along with

copies of the witten Qbjections that were heard by the Rate

Boar d.

There are also binders of materials that you may
review, but which -- please nmake sure to keep themin the
room

And these materials are also available on the Public
Works' and Rate Payer Advocate's websites.

Additionally, on the side table is a shell of an
order that the Deputy City Attorney, Brad Russi, put together
for us to kind of help us in structuring our conversation
t oday.

So if you want a copy of that, it's available for
you.

Regardi ng the procedures for this neeting, we wll

continue to nove on through the Agenda Itens. Once they are
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conpleted, we will not go back to Agenda Itens that have been
concl uded unl ess otherwi se agreed to by a majority of the
Rat e Board.

W will continue with the hearing until all Agenda
| tens are concl uded.

However, if ny coll eagues agree, | would like to
open the nmeeting with additional public comment under Agenda
IltemWVIII, if that's anmenable -- if you' re anenable to that,
which is General Public Conment on Any Other Matters Wthin
the Jurisdiction of the Rate Board.

And actually, before proceeding on to Agenda |tem
No. VIIIl, | understand that one of the Objectors is here that
was not able to join on Monday -- or Friday.

I's that correct?

M5. RICHEN: Yes.

THE CHAIR  Yes.

Sol'm-- I"mactually okay with opening up that
Agenda Itemto allow for comment under that particular item
if you are al so anmenabl e.

Okay. If you could pl ease approach the dais.

And you have up to 10 mnutes to provide -- or
present on your Objections.

MS. RICHEN. Thank you.

| don't need that much tine.

Hello. M nane is Noni Richen.
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| have submtted a letter, and | just want to
reiterate a few of the points that | nade.

The technical details of -- of the organization that
| represent, the Small Property Oamners of San Franci sco, have
been presented by other of our nenbers.

So | just wanted to perhaps give a human perspective
to what the rate increases mght do since we're being singled
out.

We are owners of two- to small -- two- to five-unit
bui Il dings, and we are facing a far greater increase than
seens to be justified by the anbunt of work that we produce
for the Recol ogy.

Many -- for instance, the single-famly house is
receiving an increase of 16.5 percent.

| live in a two-unit building, renting out the | ower
unit. We have a 20-gallon black can, a 32-gallon green can,
and a 64-gallon blue can, because we're trying to recycle.

Suddenly, we are faced with being charged as if
we' re suddenly producing nore -- nore waste. W're being
charged with two new $20 unit fees, $40, and we're not
produci ng any nore trash.

We carefully take everything -- separate everyt hing.

W take it to the street.

W are typical small property owners.

We're not corporate | andl ords.
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We don't have staffs.

W don't have attorneys to turn to.

We are on our own.

Tonorrow at this tinme, | wll be repairing the
wal | paper on one of ny tenant's units.

This is the type of people we are.

We do not feel that we should be singled out.

| also have a four-unit building across the street,
whi ch we bought in 1984. It produces gross incone, for a
total year, of only $57,000 a year.

If I were to have a roof and a paint job in the sane
year, that would totally w pe out ny gross incone.

You can see how every little increase would put --
push nme closer to the edge, push ne closer to just going out
of business, which is a polite word for the Ellis Act.

| -- 1 really don't want to do it because ny tenants
are nice people, but |I can't -- even though we don't have a
nortgage, we are going to be on the |osing side.

This is not fair.

It's not fair to ne.

It's not fair to the tenants.

It's not fair to the City because these people w il
be out of a place to live. | don't want to do that.

Al of ny tenants in the four-unit building are

ei ther disabled or lowincone. | couldn't even pass through
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this small anount.

And | realize you didn't make up the rent increase
| aws, but they severely affect us.

We cannot pass these things through very easily. W
can only give direct pass-throughs on bond issues, is ny
under st andi ng.

So | ask you, please, to think about the rate
structure, and think about spreading it nore evenly over the
total -- total nunbers of units.

W're the smallest -- we're the | argest producer of
housing for the City. W're a necessary elenent of the Gty.

And to ask us to do our businesses in an
unsust ai nabl e manner just doesn't make good busi ness sense.

| appreciate the opportunity to talk to you, and |
think that |'ve said enough.

Do you have any questions for me?

THE CHAIR | do not.

M5. RICHEN: Thank you very nuch.

THE CHAIR  Thank you for your tine.

Okay. That will close -- conclude Agenda Item
No. IV, which was Presentations by the Objectors who Filed
Timely Witten Objections.

Okay. | will nove on to Agenda Item-- sorry. One
nonment .

(Revi ew ng docunent.)
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Ckay. Moving on to Agenda Item No. VIII, which is
CGeneral Public Coment on any Matters within the Jurisdiction
of the Rate Board.

Speakers will have a mninmum (sic) of 3 m nutes
each.

MR. RUSSI: Also, public comment on |V again, since
you opened it up a second tine.

THE CHAIR  Okay. Wy don't we go ahead, then, and
go back to Agenda Item No. V, which is Public Coment on Any

or All of the (bjections Nos. 1 through 53.

Speakers will have a m ninum (sic) of 3 mnutes
each.

And while I'"'mon -- just explaining public comment.

In order to ensure that the public coment of -- the

portion of the hearing is conducted fairly and efficiently,
we request that anyone who wi shes to speak, please conplete a
speaker card.

There are speaker cards available on the table with
M. Gall agher (indicating).

| al so suggest that any group of persons wth
simlar interests designate a representative to act as
spokesper son.

Each person wll be given the sane anmount of tine,
which is a maxi rum of 3 m nutes.

And pl ease be advised that although the Board w ||
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listen to all general public comment on matters within the
Board's jurisdiction, no new or additional Objections can be
raised, orally or filed in witing, at this hearing for
action by the Rate Board.

Only evidence previously placed in the
Adm ni strative Record through testinony or docunents at the
Public Wrrks Director's 2017 Rate Reviews -- Rate Hearings
may be used to support the Objections.

And we are not permtted to consider new evidence.

And then the Rate Board acts by nmajority vote.

If, for any reason, the Rate Board does not act
wi thin 60 days of the Public Wrks Director's Reconmended
Order, which was May 12th, the Public Wrks Director's O der
wi Il be deened the Order of the Board.

Al so, please note that in ny capacity as Chair,
may nodi fy these procedures as the hearing progresses as nay
be needed in order to ensure a fair and efficient proceeding.

Al right. Wth that, we'll go ahead and nove on to
Agenda Item No. V, which is the -- Any Public Comment on the
oj ections 1 through 53.

Anybody |i ke to provide public conment on those
matters?

Ckay. Seeing none, we'll now nove on to Agenda Item
No. VIII, which is General Public Coment on Any Matters

Wthin the Jurisdiction of the Rate Board.
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I f you did conplete a speaker card, please proceed,
and M. Gllagher will call out your nane.

MR, GALLAGHER: |'mgoing to read a coupl e cards.

Kat hl een Soper.

Peter Reitz.

Thomas Soper.

G deon Kraner.

THE CHAIR  Thank you.

M5. SOPER  Thank you.

Good nor ni ng.

My nane is Kathleen Soper, and | |ive at
2202 Kirkham W are in a two-famly house.

| have not heard yet a clear explanation of the
obvious inequity of the rate hike to the two to five
bui | di ng.

And testinony Friday that those buildings, tw to
fives, have not been paying their fair share. | haven't
heard a cl ear explanation as to how that happened.

W don't set the rates.

W' ve been paying our bills.

The rates are and have been what they are. Suddenly
we're being told we haven't been paying our fair share.

Now, this -- | haven't heard a clear explanation as
to how that happened or why suddenly we are payi ng nore and

this inequity is sonehow going to, as it |ooks, be approved.
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So | would just ask you to please shine a light on
that very specific question and reconsi der.

MR. REI TZ: Good norning.

My nane is Peter Reitz, and |'mthe Executive
Director of Small Property Omers of San Francisco.

| just wanted to add a couple of thoughts that -- we
have roughly 2,000 nenbers.

They're owners of two- to five-unit buildings, and
nost of themare -- have nortgages.

Alot of immgrants are in that group. As a matter
of fact, in our nonthly neetings, we provide Cantonese
transl ati on.

And these rate hi kes that have been reworked from
the 51 percent to, | think, 31 percent, as were ny
calculations -- maybe they're a little off.

But you're offering a lower rate fromthe $20 fl at
fee. But still, that adds up to 31 percent, and yet we can
only increase rents 1 percent.

Now, granted, the scales are different.

But still, the principle is that a |ot of our people
are really struggling to nake their nortgages, and | think
that the -- we can find a way to continue the recycling
programin San Francisco w thout extortion of these snall
property owners that often provide rents of $300 to $500 a

nmont h.
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It's the sector you want to maintain in this Cty.

Thank you.

THE CHAI R Next speaker?

M. @Gl lagher, do you have additional cards?

MR GALLAGHER: | read themall off.

THE CHAIR  Okay. Does anybody -- Ms. Dawson, would
you | i ke to comment ?

M5. DAWSON:  Yes.

Julia Dawson from Public Wrks.

Over the recess of the neeting, | wanted to provide
you with a little nore information on the Reserve Fund, which
m ght help in your deliberation process.

So the City is really trying to balance two
obj ectives, which is to protect the City fromunanti ci pated
clains that mght arise under the now expired Landfill
Agreenment until the Statute of Limtation expires in 2020,
which we talked a little bit about in the |ast neeting.

But also, to be able to use sonme of the balance to
t he benefit of Rate Payers.

And that is being done in two ways, within both
Recol ogy's Application and then the Recomended Orders, which
is to build up a new Reserve Fund with annual transfers of
$2 mllion until the target funding of $10 mllion is
reached.

And that would be in Iieu of additional 1 percent
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surcharge that woul d be assessed to Rate Payers. So in
effect, it's preventing an otherw se higher rate.

And in addition, we're also applying $2.5 mllion
per year to neet sone portion of Recol ogy's revenue
requi renent, which also has the benefit of returning these
funds, which were collected fromRate Payers, to Rate Payers.

And it |eaves a declining balance, which you can see
in Recology's Application, Exhibit 1.

So we know that the Rate Board is concerned about
unanti ci pated cl ains exceeding the available funding in the
ol d fund.

And 1'd like to offer a couple of observations that
m ght make the Board a little nore confortable with the
transfers that are proposed.

So Exhibit 9 was evaluated in the hearings as a
report fromthe Departnent of the Environnment to the Rate
Board in previous proceedings that describes the historic
uses of the Special Reserve Fund that was tied to the old
Facilitation Agreenent.

And since its inception, which was 1997, a total

MR CARLIN '87.
M5. DAWSON: '87 -- a total of $8.6 mllion has been
distributed fromthe fund, which, given the tinme frane, is a

pretty small val ue
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And it was nostly to cover regulatory costs that was
unanticipated in the existing Landfill Agreenent as we were
using it for disposal.

The report al so descri bes an anendnent that was made
to the Facilitation Agreenment under which WAste Managenent,
who was the operator of that Landfill, agreed to rel ease the
City fromany clains for rei nbursenent on cl osure and
post-closure of that Landfill in exchange for an additi onal
.27 cents per ton disposed.

So what | -- so the point I"'mreally just trying to
make is the fund has been used historically to cover
unantici pated regul atory costs that happen during the life of
t he agreenent.

And going forward, the anendnent that was nmade to
the agreenent, with the additional disposal costs, covers the
City from post-closure/closure costs that m ght occur.

So, you know, our view was trying to bal ance the
Rate Payers with | eaving noney that had been coll ected, but
not used, that |eaving a declining balance, would be
sufficient to protect against unanticipated cl ains.

And we were trying to balance that with our feeling
of obligation to apply those funds to the benefit of Rate
Payers as soon as was reasonabl e.

So we believe that this decision was consistent with

the directions that the Rate Board had given us when it
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approved the distributions fromthe Special Reserve in 2015

and ' 16.

THE CHAIR  Thank you.

MR, PILPEL: Further public conmment?

THE CHAIR  Yes.

MR. PILPEL: David Pil pel.

A coupl e of itens today.

This morning's Mercury News has, on the cover, a
story called, "The Decline of Recycling.”" The value of

returned bottles, cans, plastic, keeps droppi ng and stores,
honel ess peopl e, and the environnment pay the price about
problenms with the State's Bottle Bill.

And the resulting inpact on the entire recycling
sector continues to be a challenge to operate in this
envi ronment .

| encourage you to read that and -- the staff and
t he conpani es.

As relates to sone of the reporting requirenents
that are covered in the Director's Report, wthout

necessarily changing the report, | think you could ask that

the Quarterly Reports provided to the City include, anong the

various el enents, sone additional narrative about the status
of inplenenting the changes to containers to custoners.
The upsi zi ng and downsi zi ng of the blue and bl ack

containers; the status of the changes in routing and truck
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configuration; any significant issues with recycling
commodity revenue, as | just referenced, and particularly as
to the major capital itens to the Contingent Schedul es; and
any obstacles or significant mlestones in inplenenting those
maj or capital projects.

Not a ot of narrative, but just a little bit in the
Quarterly Reports as to those itens until they're conpl eted,
so that the City and the public -- to the extent that anyone
besi des nme actually reads the Quarterly Reports -- mght know
what's happeni ng on those issues.

And just finally, on the 30-day notice that's --
that's suggested by the Public Wrks Director as to those
triggers for the Contingent Schedules, if Public Wrks coul d
also figure a way to provide notice to those interested
persons of that.

O herwise, it's difficult to have to go back to the
website every week or so just to see if there's anything new
t here.

|"m sure they could accompdate that, given that
there are not a ot of people, like nyself, who are
interested in these issues.

But thank you for your good work, and I'Ill have
comments later on the draft Resolution

Thanks.

THE CHAIR  Thank you, M. Pil pel.
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Anyone el se wish to provide public comrent?

MR. KRAMER: Good afternoon -- excuse ne, good
nor ni ng, Board Menbers.

My nane is G deon Kraner. | spoke on Friday.

| would just like to reiterate again the issue of
t he di sproportionate rate hi ke for owners of two to five
units; owners that are, as a class, called "small property

owners," for a good reason
They're small | andl ords that provide actually the
majority of the housing in San Franci sco.

The second point I'd |like to make is that | do not
bel i eve Recol ogy has nmade a conpelling case for those rent --
for those rate increases.

In my case, a four-unit building, the rate will be
up by 36.5 percent.

This is after it was originally -- the original

proposal was 51 -- or 48 percent by Recology. The Director

anmended it down to 36.5 percent.

But | still think that's way, way out of |ine.
The third cooment 1'd |like to make -- and | woul d
| ove to get an answer from Recol ogy about this -- is the Cty

mandate is to basically get rid of the black trash by 2020.
| f you |l ook at the Rate Schedule, it's -- it's --
it's exactly the opposite of what you'd expect. |If you want

to incentivize people to elimnate or mnimze black trash,
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you want to increase the rate for black trash, and you want
to incentivize people to put nore into the black -- into
the -- excuse nme, into the green and bl ue bins.

And instead, Recology is proposing to triple their
rate for blue and green trash and -- and cut the black trash
from about $25 down to $12.

That seens to nme exactly the opposite of what -- it
may -- it may | ook good froma marketing standpoint, but in
terms of achieving the goal that the Cty has, it seens to ne
conpletely the opposite.

It makes no sense to nme, and | would | ove to hear
the | ogic behind that.

Thank you.

THE CHAIR  Thank you.

MR. SOPER: Good norni ng

My nanme is Thomas Soper, and | wanted to respond to
what the Director testified to on Friday in his attenpt to
conmuni cate the rigorous study that DPWand Recol ogy went
t hrough, describing the certain consultants they hired to
assist themin comng up with this new pricing structure.

There were al so ot her non-Qbjectors on Friday that
testified on Friday that they believe that -- and |'m
paraphrasing here -- that DPWI ooked at all the
possibilities.

| am here to say that | don't believe that.
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Wth regard to necessary consultants, | don't
believe that they had an i ndependent License Sustainability
architect involved wwth this rate structuring.

The reason | believe this is that | personally have
conducted very conplicated sustainability projects, involving
many consul tants, including fiscal experts who do very
rigorous cost analysis with a nunber of variabl es.

But | can tell fromny experience that this pricing
proposal has been conducted, froma very -- fromthe very
begi nning, with a preconceived strategy.

This is why, in great part, that they have ended up
with an unfair and unjust price structure.

They have |eft out what sustainability experts do to
al so examne all the alternatives of this conplex equation.
They're easy to get lost in the shuffle. So many figures
that they can't see -- it ends up not being able to see the
forest through the trees.

VWhile | appreciate the -- the enornous effort that
they've nade, it's a very conplicated thing.

But this is ny professional opinion as an architect,
licensed by the State of California.

But so that you know, it's not just ny professional
opi ni on that DPWand Recol ogy have not done their due
diligence in investigating operating nmethods | eading to price

structures that are truly fair and just and effective.
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There are other alternatives | want to state for
that -- for the record.

It is public know edge that an entire country
recently had the sane debate that we're having today. They
came to a very different conclusion than DPWhas cone to.

They -- this -- this conmunity rel eased a sumary
statenent, issued by their -- the recycling conpany, and why
all parties came to the conclusion very differently.

They said that -- that this -- their conclusion was
to allow nore accurate record of collection and proper
di sposi ng of waste.

Two, to hit targets for diverting blue and green
refuse fromlandfills.

Three, to pronote better segregation of waste types
and decrease waste to landfills.

And four, other methods, such as based on contai ner
size, etc., are not as sustainable and effective.

So I'd just like to conclude that an entire
communi ty had neani ngful public participation in healthy, and
nost inportantly, conprehensive debate in this alternative.

And they concluded, quote -- and | quote, "In our
pricing system you therefore only pay for the anount of
waste you generate."

No distinction is nmade between single-famly,

apartnent bl ocks, or managenent conpanies in their solution.
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So what I'mtrying to establish here, wthout
specul ation or ny personal opinion, is that DPWdidn't -- did
| eave sonmething out that's very inportant in its due
di li gence.

It's just not my opinion, but the opinion of an
entire nation on this exanple. And this is public
informati on on the Internet.

Thank you.

THE CHAIR  Thank you, M. Soper.

Any additional public conment?

Seeing none, we'll go ahead and nove on to Agenda
No. I X, which is the Rate Board Consi derati on of Proposed
Order and Obj ections to Proposed Order; Approve or Deny the
Application, in Wiwole or in Part, Including the Proposed Uses
of the Special Reserve Fund Under the 1987 Waste Di sposal
Agreenment and Whet her There is a Continuing Need for the
Fund, or Some Portion of It.

So |l wll defer to ny colleagues on how you woul d
like to proceed. But | -- | do believe that we are required
to address each of the Objections.

It would nmake sense to nme, to the extent that
they -- many of them kind of have the same thene or they're
the sane basis, to group sone of those.

And the grouping that the Public Wrks Director --

t he approach taken, | think, makes a | ot of sense.
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So | guess I'lIl open it up for discussion.

Actual ly, before proceeding on to that, |I'm
wondering if you have any questions for the representatives
of the departnents that are here.

MR EGAN. | think I will as we go through the
bj ect i ons.

THE CHAIR Okay. So with that, we agree that that
is -- makes sense to proceed that way.

And as |'ve indicated, |I've also asked the City
Attorney to prepare a shell of the order for our reviewto
hel p us structure the -- our discussion today.

And again, the copies of that are available for
nmenbers of the public over on the table (indicating).

So proceeding on, we have the first grouping, which
is, "The rate increase is too high." And that covers
oj ections 1, 2, 3, 16, 17, and 18.

"1l start off by saying that I -- | nmean, | -- |
agree that a 20 percent increase is significant, and -- and
it is not lost on ne that will have an inpact on
single-fam |y honmes and smal |l er apartnent buildings, and to
the extent that they're able to be passed down to our
t enants.

And of course, we can see an increase in that if the
contingencies are al so triggered.

And while | say that, | do believe the Public Wrks
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and Departnent of the Environnent really did do a very
excel l ent, due-diligent job of going through the Rate
Application and ensuring that, you know, it appropriately
consi dered operating costs, did not include pass-throughs.

So to that extent, | do -- although it is a
significant increase, | do feel that it's nerited.

| also think it's inportant to note that
5.7 percent of that is due to the COLA that was postponed by
virtue of reallocating the old Special Reserve Fund to the
new Speci al Reserve Fund.

To the extent that we could put off some of those
addi tional costs, you know, we'd not be seeing such a
significant increase if that had hit us sooner.

So | do think that should be noted.

MR CARLIN. So I'll add that having read the
mat erial, rmuch of the costs are fixed. And it's really hard
to develop a rate structure when you have such a high fixed
cost; 65 percent is |abor and associated costs with trucks
and things of that nature.

So you're paying for a service.

And if you try to base it on a volunetric-only sort
of rate, you may cone up short.

And | think that the rate structure that has been
devel oped to push nore towards the cost service is

appropri at e.
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| think that it is being phased in over tinme, and as

we kind of nove to Zero Waste, | think that creates a new
busi ness plan that has be devel oped by the Departnent of the
Envi ronment to the Departnment of Public Wrks, and | ooking at
what that neans for the future.

Maybe we're not doing as nmuch collection as we are
t oday, but rather, there's much nore diversion going on and
such, and there could be higher revenues.

But given the fact that there's sort of an equity
i ssue here, | think that the rate structure that has been
proposed is fair.

And | think that's -- noving forward, it will be
nore along the lines that you' re paying for the cost of
servi ce.

MR EGAN. | tend to break down what we've heard
over the last two days into concerns about the overall costs
and what are the different drivers of those costs, and al so
t he question of equity.

| think I want to discuss equity as we go through
sone of the other QObjections, because | think that there are
certain questions | still have about that.

So the first question, though, is: |Is the overal
expense hi gh?

| would agree with Chair Johnston that the

Depart ment has done an extrenely thorough job, and there has
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been a great deal of review that the required revenue that
Recol ogy has here is reasonabl e.

It does nake sense that if the landfill costs go up,
the rates have to go up; if nore people are participating in
prograns, that has to be paid for; and that overall costs of
doing business in the Cty are rising, including Recology's
cost s.

We have not heard yet -- but we nmay as we go through
t he discussion -- deal with the additional rates associated
with the cost of expandi ng new prograns.

But in terns of the overall rates being too high,
irrespective of the new prograns and irrespective of who pays
how much, | don't find any reason to object to that.

| think that the rationale for Recology's required
revenue i s reasonabl e.

And so while | understand the Qbjection, |
understand the -- particularly the first-year junp, | -- 1 do
not agree with the "rate increase overall is too high."

THE CHAIR Ckay. Do | have a notion on the -- on a
decision with respect to the first grouping of Objections?

And if | understand it correctly, M. Russi, it's --
we vote to concur or deny.

s that correct?

MR RUSSI: O nodify the order --

THE CHAIR O nodify.
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MR RUSSI: -- in sonme way to account for the
(bj ect i on.

THE CHAIR  Ckay.

MR. EGAN. Do we have to nove on each of the --

UNKNOMWN SPEAKER: W can't hear you

MR EGAN. |'msorry.

Do we need to make notions on each of the --

THE CHAIR  Well, | think we can agree to -- if we
want to group them as one group and kind of discuss them-- |
was thinking for an orderly discussion, a structured
di scussi on woul d nmake sense.

But 1"'mnot -- |I'm anenable to considering anot her
way of proceeding on this.

MR. EGAN. | think doing themas a group is fine.

THE CHAIR  Ckay.

MR CARLIN. So | make a notion to deny the
bj ect i on.

MR. EGAN:. Ckay. And | second that.

UNKNOWN SPEAKER:  We can't hear you

What did you say?

MR CARLIN. | nade a notion to deny the Cbjection.

MR EGAN: And | seconded it.

THE CHAIR  The first grouping.

kay. So all in favor, aye?

ALL MEMBERS: Aye.
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MR RUSSI: Just to be clear, that's Objections 1,
2, 3, 16, 17, and 187

THE CHAIR  Right.

The Rate Board has voted to reject those Qbjections;
t hank you.

As for the second grouping: Rate increases higher
for apartnment owners with two- to five- unit buil dings.

And that's Objections No. 52 and 53.

MR. EGAN. W had di scussions about the equity
surrounding single-famly versus two- to five-unit buildings
on Friday.

| don't believe we had discussions about the
di fferences between the one -- single famly and two to five
and then apartnent buildings, or at |east | have further
guestions on that.

|"'mwondering if Ms. Dawson or soneone from Public
Wirks could help ne walk -- wal k ne through sonme of the
equity considerations involved there.

THE CHAIR  And it also may nake sense to kind of --
yeah, also, to the single-famly dwelling units, | think
maybe just to expand on -- and, again using the term "not
paying their fair share,”™ but if you could expand on that a
little bit.

M5. DAWSBON:  Sure.

So -- Julia Dawson, Public Wrks.

U S. LEGAL SUPPORT
(415) 362- 4346

134



http://www.uslegalsupport.com

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Transcri pt of Proceedi ngs Vol une |1
June 19, 2017

So we had provided this table for the Rate Board
Menbers at the |ast hearing (indicating).

And what it does is kind of wal k you through three
different scenarios of a sanple rate structure in the case of
the residential rates, which starts at the one unit and then
the two unit and eventually the apartnment rates.

The reason it's a little tricky to |l ook at apartnent
rates -- and that's actually true for all service -- is it's
really driven by what your service is.

So dependi ng on how many bins you have and how many
residential units you have, that's going to result in
slightly different costs.

But what | did, in the apartnment rates, is just show
you one sanpl e scenario for a six-unit building.

And basically, what happens is there is a fixed
charge that's smaller, but there are resulting volunetric
changes that are identi cal

And then there's a diversion discount that's
appl i ed.

Wen we | ooked at the rate structures and conpared
one unit, tw to five, and then six-plus, the tricky part is
because they don't have exactly the sane rate pattern, the
distribution of the effective increase varied, neaning in the
six-plus units, the distribution was a lot tighter to the

average rate increase, around 16. 4.

U S. LEGAL SUPPORT
(415) 362- 4346 135



http://www.uslegalsupport.com

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Transcri pt of Proceedi ngs Vol une |1
June 19, 2017

So for the apartnent buildings, you see | ess
vari ation.

For the one units and then the two to fives, you saw
a greater inpact to the fixed charge because of the shift,
which is why, when the Director, in the Recomrendi ng Reports,
he noderated the increase to the fixed charge to try to
equal i ze nore, between all three rate structures, what the
i npact woul d be.

And to also allow custonmers to be able to control
their costs nore by putting a little nore cost on the

volunetric and a little less on the fixed charge.

MR. EGAN. What's the rationale -- if I'mreading
this correctly -- for a one-unit building, their $15 fixed
charge -- sorry -- yes, that's correct, and the sane for a
two to five -- it's also $15 per unit --

M5. DAWSON:  Uh- huh.

MR EGAN. -- and it's $5 per unit for apartnents.
VWhat -- what is the rationale for that?
M5. DAWSON: | think it's just a question of

di fferent structures.

The six-plus units mmc the commercial structure
nore and there's a | ot nore vol une.

MR, EGAN. (Ckay.

M5. DAWSON: And so what essentially happened in the

six-plus is the diversion discount changed. So it used to
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be the floor with which you would receive a di scount was
15 percent.

What's happened is that floor has been raised to 25.
But there also used to be a cap on how nuch you coul d
achi eve.

And so the cap was lifted, but the floor was raised.

So that ended up in achieving a rate increase that
was quite conparable to the average for both the one unit and
the two to five,

Soit's not -- | think you have to be careful not to
be too keyed on the amount of the unit charge. You need to
| ook at the entire rate structure holistically, because
they're not conmputed the sanme and they -- they were changed
in different ways.

But the goal was to achieve as many Rate Payers as
possible to be as close to the average increase as possible.
That was the principle that we | ooked at in
eval uati ng Recol ogy' s proposal and then recommendi ng the

rates that we did.

MR EGAN. Is it fair to conclude, though, that the
average apartnent increase is lower than the | ower increase
for a single-famly and two- to five-unit buildings?

M5. DAWSON: No, because the mpjority of the Rate
Payers are in the one unit, and the one units are a very

close distribution to the average.

U S. LEGAL SUPPORT
(415) 362- 4346 137



http://www.uslegalsupport.com

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Transcri pt of Proceedi ngs Vol une |1
June 19, 2017

Where you're seeing the greater inpact is in the two
to five units, which we spoke to a little bit, because the
reality of having a smaller fixed charge -- again, John
Porter can cone up and talk about the rate structure, as
wel | .

But the reality of that fixed charge, which reflects
cost of service, is that with such a snall fixed charge and
hi gher volunetric charges on trash, in effect, the two to
five units were a |l ot |ess expensive on a per-unit basis than
the ot her Rate Payers.

So when M. Haley, in the last hearing, was talking
about distributions, in effect, any rate structure can't
achieve a perfect distribution. You try to be as close as
you can, with as nany Rate Payers as possible in the average,
but you're going to end up with sone outlier distributions.

MR. PORTER: John Porter, G oup Controller for
Recol ogy.

One thing I'd like to add -- and | think what
Ms. Dawson said was conpletely accurate, but also worth
noting, that the apartnment structure, which is the six units
to 600 roons, has two fixed costs for recovery nechani sns.

One is the diversion discount floor. So the first
25 percent of your costs are being recovered through that
di versi on discount fl oor.

And so that's one el enent of our fixed-costs
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recovering mechani smfor apartnents, whereas a residenti al
rate structure does not have that diversion discount floor.
And therefore, all of our fixed costs nust be recovered

t hrough that unit charge.

And therefore, since we have two nechani sns, one
being the unit charge on the apartnent side and the diversion
di scount floor -- we have those two nmechani sns, and
therefore, our unit charge on a per-unit basis is | ower on
t he apartnent side.

The key is to get our fixed-costs recovery as cl ose
as possible to that, you know, 50 to 60 percent that we saw
on Exhi bit 43, prepared by Harnony & MKenna.

EGAN. Ckay. Thank you.

CARLI N: Ms. Dawson?

5 3 3

DAWBON:  Sure.

MR. CARLIN. So we've heard a | ot of testinony about
the two- to five-unit buildings and the one-unit buil dings.

' mjust |ooking at your chart, and it | ooks |ike
the one-unit building, besides the fixed charge, mmcs
exactly, sort of on the volunetric side, what a one-unit
bui | di ng woul d pay.

Can you shine a little bit nore light on the fixed
charge for the multi -- the two- to five-unit building?

M5. DAWSON: Meaning that -- so why we woul d have

such a higher fixed charge?
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MR, CARLIN  Yes.

M5. DAWSON: Because it's on a per-custoner basis.

So if you think about it in the single-famly hone,
you have a custonmer in a hone. On a multi-unit, you have
mul ti ple custoners all producing a waste stream

And Recol ogy has fixed costs of collection and
processi ng that are addressed really by custoner, not -- not
so nmuch by bui | di ng.

So we're really trying to nove towards cost of
service by having all custoners support that roughly
60 percent of expense for the entire systemof collection and
processing, not -- not just on a structural basis -- a
structure basis.

MR. CARLIN. Ckay.

THE CHAIR  Any ot her questions for Ms. Dawson?

So with respect to the second grouping -- |
apol ogi ze.

M5. DAWSON: Just one other thing, which M. Haley
was interested in me nmentioning, is there is still an
efficiency advantage to being in a multi-unit building -- and
we talked a little bit about this, in terns of bin sharing.

And the rate process is allow ng custonmers to go
down to |l ower mninumcosts of service for trash. So it's
nmoving from 32 gallons to 16.

And so that al so provides the greater ability for
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multi-unit buildings to share bins and thus reduce their
overall costs even with the higher unit charge.

MR. CARLIN. So what you're saying is basically a
two-unit building could have one single set of bins?

M5. DAWBON:  Yes.

MR CARLIN.  Ckay.

THE CHAIR Did the Departnent want to anything or
-- okay.

Then do | have a notion with respect to the second
groupi ng, which is Qobjections No. 52 and --

MR. CARLIN: Were you going to say sonethi ng?

THE CHAIR  Yes.

So then do | have a notion with respect to the
second grouping, which is: Rate increase is higher for
apartnent owners with two- to five-unit buil dings?

Again, that's Objections No. 52 and 53.

MR EGAN: | believe, based on what we've heard,
that the -- while the rate increase does appear to be higher
for sonme two- to five-unit buildings, it is noving towards an
equi table distribution between single famly and two to five.

And as we've just heard, although at first gl ance,
it my |look |like apartnments are paying |less, that's not
necessarily true.

So therefore, in terns of the equity of two- to

five-unit buildings versus others, | -- | agree with the
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ojection, but | don't think it's unfair or unjust.

And therefore, | would nove to reject it.

MR. CARLIN. And | will second that.

THE CHAIR Al in favor?

ALL MEMBERS: Aye.

THE CHAIR  Okay. |It's three to zero, denying the
second groupi ng of Cbjections, 52 and 53.

The third grouping of Objections: That the base
service charge is too high

That's Qbjections 4, 5, 22, 24, 31, 38, and 45.

And Ms. Stark, I'll say that for your benefit again.

(bj ections 4, 5, 22, 24, 31, 38, and 45.

And | think -- with this, also, by increnentally
increasing the unit charge, | do think the Gty is
appropriately noving towards better aligning the rates with
fi xed-cost conponents of residential apartment services.

And you know, the proposed rate structure with a
hi gher unit charge also mtigates the inpact of the declining
trash vol unes on Recology's total revenues.

And you know, as we nove toward -- nove closer to
our goal of Zero Waste and continue to incentivize recycling
and conposting, this does -- | -- this does nmake sense to ne.

So for that reason, | do not think that the base
service charge is too high or that it's unjust or

unr easonabl e.
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MR CARLIN: | find that to be true, as well.

MR EGAN. | agree.

THE CHAIR®  So do | have a notion?

MR CARLIN. | will nmake the notion to reject the
bj ect i on.

THE CHAIR | second.

Al -- all in favor?

ALL MEMBERS: Aye.

THE CHAIR  Ckay. Moving on to the fourth grouping:

Rate increase is unfair to single-famly residences and two-

to five-unit buildings.

And this is bjections 6, 7, 11, 19, 25, 32, 39, and
46.

MR CARLIN. So if | understand this correctly,
we' ve already denied for the two- to five-unit buildings, and
now we' re asking for a conbination of the two.

And | don't find themto be out of line at this
poi nt .

So | would nake a notion to deny the Objection.

MR EGAN: | would second.

THE CHAIR Al in favor?

ALL MEMBERS: Aye.

THE CHAIR  Those (bjections are denied three to
zero.

Fifth grouping: Cost-of-living adjustnment not

U S. LEGAL SUPPORT
(415) 362-4346 143



http://www.uslegalsupport.com

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Transcri pt of Proceedi ngs Vol une |1
June 19, 2017

justified.

And that's Objections No. 8 and 20.

And | -- you know, | agree that using COLA,
cost-of-living increases, in utility rate making is a
standard practice, and | do find that reasonabl e.

So | would be inclined to also reject these
bj ect i ons.

MR, EGAN. | agree

| think there's docunented, extensive study in this
process, and it's very reasonabl e.

So | would nove to reject it, as well.

MR. CARLIN. |I'll second.

THE CHAIR Al in favor?

ALL MEMBERS: Aye.

THE CHAIR  Those (bjections are denied three to
zero.

The sixth grouping: Abandoned Materials Program
should not be in the rates.

That's bjections 13, 30, 37, 44, and 51.

And that's 13, 30, 37, 44, and 51.

| -- | feel that this programis to the benefit of
all Rate Payers. | think we all have a shared interest in
continuing the program

And | think it's wholly appropriate to include them

inthe rates, this -- the cost of this programin the rates.
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MR, CARLIN. And this was sonething that we
di scussed |l ast tinme rates canme up.

And we sent sone netrics associated with that, and I
think they net the netrics. And | think it's a service that
peopl e are expecting now.

So | would deny this Qbjection.

THE CHAIR  Second -- or I'msorry.

I's that a notion?

MR CARLIN:. It's a notion to deny the Qbjection.

THE CHAIR | second.

Al in favor?

ALL MEMBERS: Aye.

THE CHAIR. Moving on to the eighth grouping: Mre
information is needed on Recol ogy's costs.

And this is Objections 14 --

(Remar ks outside the record.)

THE CHAIR  Onh, I'msorry; forgive ne.

The seventh grouping -- thank you -- Zero Waste
incentive rebates -- fund rebates have been m sappli ed.

And this is bjections 20, 30, 37, 44, and 51.

And | -- | didn't quite understand the basis of this
argurment; | -- | don't find it conpelling.
MR. EGAN. | think we've heard from Public Wrks

staff that the rebates are being applied for the benefit of

Rat e Payers.
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That's appropriate, and | would nove to reject this.

MR CARLIN:. I'll second that.

THE CHAIR Al in favor?

ALL MEMBERS: Aye.

THE CHAIR  The bjection is denied three to zero.

The eighth grouping: Mre information needed on
Recol ogy' s costs.

And this is bjections 14, 21, 28, 35, 42, and 49.

And | think that the record reflects quite the
opposite, that this really was extensively reviewed by Public
Works staff, Department of the Environnment staff.

As | indicated earlier, | do feel like -- the Rate
Application and Recol ogy's costs were also audited. And |
feel like it was done through a very careful review

MR EGAN. | agree.

And | believe if we rejected the first set, which
dealt with the overall costs being too high, this is --

(Remar ks outside the record.)

MR EGAN. | think this is very closely associ ated
with that.

So | would agree with that.

MR, CARLIN: 1'Il nmake the notion to deny the
(bj ecti on.

MR EGAN. Second.

THE CHAIR. All those in favor?
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ALL MEMBERS: Aye.

THE CHAIR  The proposal fails -- oh, I'msorry.

We reject those Objections three to zero.

On the issue of costs, though, | wll say: The
| abor costs -- and I'mall in favor of, you know, meking sure
t hat peopl e have a |iving wage.

And | -- | appreciate that Recol ogy does nake, you
know, trenendous effort to hire |ocally.

"1l just say: The next time you go to the
bargai ning table, you can say that the Rate Board expressed
concerns about the significant costs that Rate Payers are
beari ng.

And that's all I'll say.

The 10th grouping: Blue and green bin charges
generate revenue to cover costs --

(Remar ks outside the record.)

THE CHAIR  Gkay. The ninth grouping: Inpact of
Zero Waste incentives on trash pickup.

This is Objection No. 21.

(Remar ks outside the record.)

THE CHAIR  Yeah, | didn't understand what -- the
argunment based on the Departnment of Public Health and
Pl anni ng.

MR CARLIN. So if | read this correctly, there's no

ruling that trash nust be picked up each week if residents
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have no trash to pick up

In other words, they -- they're paying if they have
no trash.

MR, EGAN. Well, this is sonething we tal ked about
on Friday, as to how delivery mght change in the future --

MR CARLIN: Right.

MR EGAN: -- as nore -- less and less trash is
gener at ed.

But | think we had a thorough discussion, and it
doesn't nmake sense to do this.

MR. CARLIN. | agree, and | nmake a notion to deny
t he Obj ecti on.

MR EGAN. Second.

THE CHAIR And | would just like to say -- and |
wll also vote to reject it, just contingent on Recol ogy
commtting and the Departnent of the Environment conmtting
to continue to |l ook at a program where you do take into
consideration those individuals with | ess trash.

MR. PILPEL: "GCeneration."

THE CHAIR  I'm sorry?

MR. CARLIN Less trash generation.

THE CHAIR  "Less trash generation."

So |'msorry.

Al'l those in favor?

ALL MEMBERS: Aye.
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THE CHAIR  Ckay. The 10th grouping: Blue and
green bin charges generate revenue to cover costs.

And that's Objections 28, 35, 42, and 49.

And we al so discussed this on Friday, just
confirmng with the Departnent, they did, in fact, take into
consi deration revenues that are generated fromrecycling.

And that that was considered in determ ning what
t hat appropriate increase wuld be.

MR. CARLIN: | would concur that in part of the rate
nmodel they presented in their application is that revenue
that is generated is actually applied back to the benefit of
t he residents.

MR EGAN. | actually wouldn't m nd anot her round on
this discussion, perhaps with Ms. Dawson or soneone el se from
the Departnent, just about the question of the change in the
bl ack bin rates versus the change in the blue and green
rates, and what was the thinking behind it.

M5. DAWSON: Okay. Let's see if | can try to answer
t he questi on.

MR. EGAN. |I'm |l ooking at your statenents, so --

M5. DAWSON: Ri ght.

You know, what we have done -- so there's a cost to
processing all the waste streans. And as M. Carlin pointed
out, they're -- they do apply all the revenues for recycling

to the benefit of Rate Payers.
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But what we did do in the structure is still try to
mai ntain an incentive to not conpletely reduce recycling and
conposti ng.

So there's that 2-to-1 ratio between trash and
recycl abl es and conpost abl es.

MR. EGAN: Right.

MS. DAWBON: And that is so that the rate structure

still does give an incentive to nove away fromtrash and
towards, you know, nore sustai nable nethods of -- of
di sposal

MR. EGAN: Right.

So when we tal k about noving towards rates
reflecting costs, that's why those -- you know, there isn't a
12-to-1 ratio as there was previously, in fact?

M5. DAWSON: Ri ght.

| nmean, what we're really trying to recognize in
i ncreasing the cost of recyclables and conpostables is
there's a cost of collection and a cost of processing.

And in fact, sone of the programmati c changes t hat
we tal ked about briefly on the collection side are really
bei ng driven by consuner behavior in greater volunes in
recycling as people shift away fromtrash.

So they're -- these increase in costs reflect the
reality that those streans have a cost, as well.

And it also kind of equalizes the revenue streans
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for Recol ogy, recognizing that there's a significant cost to
col |l ect and process these streans.

MR. EGAN. Ckay. Thank you.

THE CHAIR Do | have a notion on the 10th grouping,
which is Objections 28, 35, 42, and 49?

MR EGAN. | will nove toreject it.

MR CARLIN. I'Ill second.

THE CHAIR Al those in favor?

ALL MEMBERS: Aye.

THE CHAIR  And those (bjections are rejected three
to zero.

The 11th grouping: Landfill Agreenent is too |ong.

And that's Objection No. 10.

So as noted in M. Nuru's Response, California | aw
requi res each county to have and provide a strategy for
obtai ning 15 years of disposal.

| think to the extent that -- it should be a
contract agreement of a longer term So | think that's
whol | y appropri ate.

So I would nove to reject this Qbjection No. 10.

MR. EGAN. Second.

THE CHAIR Al those in favor?

ALL MEMBERS: Aye.

THE CHAIR  Three to zero.

The 12th grouping: Recology's use of routing
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equi pnent for enforcenent.

That's Objection No. 15.

MR. CARLIN: This -- this one covered |ots of
t hi ngs.

(Remar ks outside the record.)

MR CARLIN: |I'msorry.

We tal ked about this on Friday: How do you catch
peopl e that are taking things that should go in the black bin
and putting themin the blue bin, contam nating the recycling
mat eri al ?

There's also -- we tal ked about that.

And there's a whole process of programin place to
-- to educate the custoner about how properly to put things
into the right bin. But also, it takes into account that
sone people may, you know, put things in and contam nate the
recycled nmaterial .

So | was happy with the answer on Friday.

| reject this Qojection -- | make a notion to reject
t he Obj ecti on.

THE CHAIR  Ckay. | do have just one question --
and | agree it nmakes sense to ne to have -- you know, to
ensure that we're auditing bins.

So I notice, though, it said, "Custoners causing
egr egi ous contam nati on have al so received financi al

penalties for many years."

U S. LEGAL SUPPORT
(415) 362- 4346 152



http://www.uslegalsupport.com

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Transcri pt of Proceedi ngs Vol une |1
June 19, 2017

Can you help nme understand -- is this like big
corporations or --

MR. HALEY: Good norni ng.

Robert Hal ey, Departnent of the Environnent.

Yes, it's been primarily very | arge commerci al
accounts; in sone cases, very |large apartnent accounts. It's
really a way to get the managenent's attention

So if there's a lot of contam nation, they get a
letter saying that there's a | ot of contam nation, and they
wll face a higher rate if they don't help clean it up

And usual ly, they respond appropriately and contact
us in Recology and work to inprove the buil ding perfornmance.

THE CHAIR  And then just to speak clear and to
confirm So with respect to those snaller residential,
where, you know, it's just -- nmaybe just a matter of
education, that's the approach you'll be taking?

It's not |like you' re going out and auditing bins and
sl apping themw th huge penalties; it's a nore neasured,
reasonabl e approach?

Ri ght ?

MR. HALEY: That's correct.

And | would say, you know, probably as far as we go
with the small generators, like the single famly, is if
they' re consistently contam nating the recycling or conpost,

then they we would charge that as trash
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So it would be twice the price, because it really is
trash at that point and needs to be | andfill ed.

THE CHAIR  Ckay. Thank you.

So I'min support of rejecting -- | propose we
reject this Objection, which is Item No. 15.

MR. CARLIN. 1'll second.

THE CHAIR Al those in favor?

ALL MEMBERS: Aye.

THE CHAIR  The Qbjection is rejected three to zero.

The 13th grouping: Lack of outreach.

That's bjection No. 23.

And this one, | also disagree wth.

| think -- the Rate Payer Advocate, Ms. Dilger,
think did a trenendous job of nmaking sure that the public was
adequately notified of the proposed rate increase and the
appl i cati on.

And | agree with that Ms. Dawson, that to the extent
t hey had such a significant turnout, | think that does speak
to their outreach efforts.

And | do appreciate that this particul ar round,
i ndi vi dual s who, you know, don't -- whose |anguage is other
than English were also notified, and they did take that into
consi derati on.

So | would be inclined to reject this Objection.

MR. EGAN: Second.
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THE CHAIR  All those in favor?

ALL MEMBERS: Aye.

THE CHAIR  The Qbjection is rejected three to zero.

The 14th grouping, and that is: Landl ords cannot
pass through the rate increases.

And that's Objections No. 18, 26, 33, 40, and 47.

MR EGAN. It's true; we've heard testinony that
that's correct.

Unfortunately, it's not sonething that we can
control; it's the Rate Board.

THE CHAIR  Right, depending on when the building

was construct ed.

MR. EGAN. Right, depending on when the buil ding was

const ruct ed.

So | don't viewthis as sonething that we can
affect, and I would nove to reject it.

THE CHAIR | second.

Al'l those in favor?

ALL MEMBERS: Aye.

THE CHAIR  (Objection -- those Cbjections's are
rejected three to zero.

The 15th grouping: Recology is a nonopoly.

That's Qbjections 29, 36, 43, and 50.

And | --

MR. EGAN. Does everyone agree with --
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MR. CARLIN:. Yeah.

Vell, they're a nonopoly that operates under a
Franchi se Agreenent, since 1932.

So until that Franchi se Agreenent is changed and
conpetition is brought in, they operate as they do.

MR. EGAN. Again, | don't -- | don't think this
affects the rates or our deci sion.

So | would nove to reject it.

MR. CARLIN: Second.

THE CHAIR Al those in favor?

ALL MEMBERS: Aye.

THE CHAIR  Those (bjections are rejected three to
zero.

Grouping 16: No senior discount.

That's Qbjection No. 9.

And | -- as noted, | think in M. Nuru's -- Director
Nuru's Response, there's no age-based discount, but there is
one based on incone.

And | don't think it would be appropriate
necessarily to make -- | don't think it would be appropriate
to base rates based on age.

So | would be inclined to reject that.

MR. CARLIN: In nost utility practice, there is an
i ncone- based di scount .

And so | would agree with you on that factor and not
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an age di scount.
MR. EGAN. | would agree.
THE CHAIR Okay. So do | have a notion?
MR CARLIN. I'lIl nake the notion to reject.
MR EGAN. Second.
THE CHAIR Al those in favor?
ALL MEMBERS: Aye.

THE CHAIR  That Objection is rejected three to

zero.
The 17th grouping: Variable charges are too high.
That's bjections 27, 34, 41, and 48.
MR. EGAN. Again, | think this is another one where,
if we don't believe the costs are too high, we'd -- the

vari abl e costs are too high, we'd reject on the sane basis.

So | nove to reject.

THE CHAIR | second.

Al'l those in favor?

ALL MEMBERS: Aye.

THE CHAIR  And again, Objections 27, 34, 41 and 48
are rejected.

The 18th grouping: Mnimmservice and frequency of
col I ecti on.

That's Qbjections 12, 27, 34, 41, and 48.

MR EGAN: Well, this is one we al so discussed at

l ength on Friday.
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And you know, this is sonething that they're | ooking
at, and things are noving, obviously, with the reduced bin
size. And | think we would |ike people to consider how this
can be adjusted in the future, particularly around -- well,
both of the issues of mnimmservice and frequency of
col I ecti on.

But | think, based on what we heard on Friday, |'m

confortable with the deci sions that have been made this tine

around.

And I would -- | would nmake a notion to reject
t hese.

MR CARLIN. | second.

THE CHAIR Al those in favor?

ALL MEMBERS: Aye.

THE CHAIR  Those (bjections are rejected three to
zero.

kay. So now we found ourselves noving on.

So in summary, |I'd just like to -- it looks like
the Rate Board has voted three to zero to reject all of the
53 bj ecti ons.

Moving on now to the natter of the order -- and
again, M. Russi was kind enough to prepare a shell docunent
to help us structure our discussions.

Ms. Dawson, could | ask you: So the contingent --

the contingencies, the two, that's not included in the
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20 percent; correct?

So it could be actually -- the contingent increases
woul d be on top of the proposed increases of the -- am|
correct on that?

M5. DAWSON: That is correct, if they cone to be
submtted, which is an "if."

In the last rate process, we had a Conti ngent
Schedul e that didn't occur. So there is sone uncertainty
around whether they will be triggered, in ternms of timng, in
the next Rate Application, and the viability of sone of the
pilots.

So there's a trash-processing pilot. So depending
on how that works, that will have bearing on whether or not
one of the two Contingent Schedul es would nove forward, for
exanpl e.

MR. EGAN. | have a question on that, and | don't
know if it's for you or for the Gty attorney.

In the second order, "Wereas the Director of Public
Wrks has also found in his report that it is just and
reasonabl e to approve further increases in collection rates,
contingent on Recology's future investnents in capital
i mprovenents for an Integrated Materials Recovery
Facility" --

(Remar ks outside the record.)

MR. EGAN. -- "capital inprovenents for an
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Integrated Materials Recovery Facility, |IMRF, and
trash-processing facility."

So ny question is: Are we -- if -- were we to
approve this order, would that authorize these increases if
the conditions in your report are net?

M5. DAWSON:  Yes.

If -- if they neet the conditions -- if they submt
t he Contingent Schedul e request and they neet all the
conditions within it.

But renenber, they are capped at what they' ve
al ready proposed in -- and that has been extensively
reviewed -- in the Rate Application, with a | ot of other
conditions placed upon them in ternms of having to verify
that they will achieve their diversion objectives for the
anount of noney that would be able to invest and then assess
back to the Rate Payers.

MR. EGAN. And just for the record, could you tel
us what those additional rate increases would be for each
one?

M5. DAWSON: | have to go -- | do have that. | have
to go pull it up.

MR EGAN: Sure.

M5. DAWSON: Hang on.

(Remar ks outside the record.)

THE CHAIR  And then -- so maybe, then, it would be
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hel pful for the record, as well, just to have Ms. Dawson ki nd
of go through the two contingent -- you do cover it very
extensively in the Staff Report.

But I"'mthinking, just for a matter of record and to
educate the nenbers of the public here today, help us
under st and what those two --

MR. CARLIN. "Contingent Schedul es.”

THE CHAIR  -- Contingent Schedul es.

And M. Pilpel, is this the notice that you were
asking -- because | know that the notice is required to be
posted on the website.

But is this what you're asking to be informatively
noti ced about ?

MR PILPEL: Yes, for both.

THE CHAIR  Ckay.

M5. DAWSON: (Ckay. So the increases are actually
described in the Public Wrks Order 185970, which is at the
end of the Director's report.

And what, in effect, happens is they adjust the tip
fee, and then that tip fee flows through to the cost of
col I ecti on.

So you can see that the IMRF would result in an
additional 5 percent, and the trash processing, 7.13 percent.

(Remar ks outside the record.)

M5. DAWSON: Right, at Recol ogy San Franci sco.
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And then that cost flows through to the cost of
collection. 1It's a cascading structure.

MR. EGAN. R ght.

But it doesn't flow through as an additi onal
12 percent to the Rate --

M5. DAWSON: No, no; right.

But it's -- it's calculated at our -- at Recol ogy
San Francisco --

MR. EGAN:. Sure, sure.

M5. DAWSON: -- which is what nmakes it a little
conf usi ng.

MR, EGAN. Okay. Could you tell us how rmuch it
woul d flow through to the Rate Payer?

M5. DAWSON: Ckay. So we have -- it's 1.9 percent
at the IMRF, and 2.7 for the trash processing.

MR. CARLIN:. But there's also an increase in the tip
fee?

M5. DAWSON: The increase in the tip fee is inplicit
in those percentages.

So the -- the order has to -- had to validate the
tip fee because that's where the costs cone in.

MR CARLIN. R ght.

M5. DAWSON: But in terns of the ultimte effect to
the Rate Payer, it's seen in the collection rates thensel ves.

So if you look at the Director's Report on
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page 13 --

MR. CARLIN. Right.

M5. DAWSON: -- it describes that the tip fee
i ncreases by 5.01 percent. And then there's a correspondi ng
fl owthrough to the collection rates of 1.9.

And then this sanme material is on page 14 for trash
processi ng.

MR. EGAN. And that is 1.9 percent each year?

M5. DAWSON:  Yes.

And once it's triggered, then it continues fromthat
poi nt forward.

But it depends on when it's triggered; so it's
ti mng question.

MR. EGAN. Right.

THE CHAIR  Sorry.

So in the Staff Report, on the second page, just so
|"mclear on the nenbers, it says the | MRF woul d be an
i ncrease of 1.85 percent.

And then the processing equi pnment at the transfer
station would be 2.6 percent; right?

So that's the anount that would be felt by the Rate
Payer ?

MS. DAWBON:  Ri ght.

| have 1.9 and 2.7; likely rounding.

MR, CARLI N: Yes.
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M5. DAWSON: So just to speak to -- part of the
reason you're seeing the difference is because when -- every
time we had adjusted the rate structure, say between the
Staff Report and the Director's Recommendation, all those

percentages shift around a little bit.

THE CHAIR  Okay. So could you -- |I'msorry.
| f you could -- so the two contingencies, if you
could just, | guess, educate themto the public here on when

t hose get triggered.

| do -- | do have concerns about the notice, the
transparency of it, so people are aware.

So if you could -- if you could help --

M5. DAWSBON:  Sure.

THE CHAIR  -- us understand what the two -- you
know, when they get triggered and what the nechani sns are and
t he noti ce.

M5. DAWSON: So the triggering process depends on
whet her Recology is ready or not, which is why there's a
certain anmount of uncertainty on the tim ng.

They have a projected schedul e, but we're not sure
whet her -- there are a variety of things that go into that,
whet her there's costs.

And one of these requires themto nove from one
| ocation to the other.

But once Recol ogy submts a proposal, then our
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proposal is to go ahead and post that information, which
woul d then be subject to a 30-day review.

And the -- we'd be perfectly happy noticing that in
any way that the Rate Board would want to see.

And then -- so that allows at |east the public to
| ook nore detailed at -- because a |ot of the Contingent
Schedul es are based on wel |l -devel oped projects, but they're
still devel opi ng.

And there will be things that are likely a little
different, in terns of the detail, even though they're held
to the financial maxi mumthat they submtted.

MR. EGAN. | guess | have one nore question on this

for Ms. Dawson.

As we think about what -- how we consider our nove
onit, is there -- is there a particular advantage to, let's
say, the Rate Payers -- and let's assune that we | ove these

projects, we want to do them and it works out.
Does it nmake sense to approve these now -- or why
does it make sense to approve these now rather than when

t hese things are no | onger publicly contingent?

M5, DAWSON: Well, part of the advantage is they are

proj ects that have al ready been well considered and vetted
and do support the City's goal of Zero Waste.
And so if they're in sufficient-enough devel opnent

to be put in as a contingent, it nmeans they could be
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triggered without having to cone back for a full-blown Rate
Appl i cati on.

Really, that's the, | guess, advantage of doing that
rather than --

MR. EGAN. And is that the only alternative?

M5. DAWSON: It woul d be.

It's either put it in the application now or trigger
a new application later with those costs included as being
pr oposed.

THE CHAIR Wi ch takes about nine nonths to a year,
as we have seen.

M5. DAWSON: That's -- yes, that is correct.

So, you know, in terns of advantage to the Rate
Payers, these facilities would achieve much better diversion
with the materials.

And so if they had been not well thought out and we
t hought that they were not ready, we would not have proposed
themto nove forward

So there has been an extensive anount of
conversation and vetting of what the proposal is, and
acknow edgnent that sone of them may not go forward,
dependi ng on whet her they do nake sense for the Rate Payers
and for diversion.

Anne has put together the potential schedule, which

m ght be hel pful (indicating).
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One of the other things for the Rate Payer benefit
is they are sequenced. So you cannot really -- once you
trigger one, you really can't do the next one because they --
in order to do the next one, they have to free up the space
that the IMRF is currently occupying.

So there is kind of a need to do these in a
parti cul ar order.

MR. CARLIN. Can | ask another question?

So these are capped.

So one of the key conponents in this is if it
exceeds the cap, then Recol ogy could decide not to do it.

And how much contingency is based -- or is in the
conti ngency?

M5. DAWSON: | would say that they are devel oped
in -- nore than conceptual, but fully blown construction.

MR CARLIN. Right.

M5. DAWSON: And so there certainly is a risk, and
Recol ogy can decide it's confortable with that and proceed
and try to descope or val ue engi neer the project, or they can
hold it, or they can submt a new Rate Application if it's so
materi al .

And that -- if they also feel it's inportant for
their operations, then | think they would trigger a Rate
Application process at that tine.

MR. CARLIN: And | would assune that when you' ve
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shown the schedule that they've actually escalated this to
t he m dpoi nt of construction?

M5. DAVWSON: | woul d hope so.

They coul d speak to their -- to their costing
estinmates better than | can.

MR CARLIN.  Ckay.

M5. DAWSON: Can we pl ease show the -- yeah.

| mean, | think it's -- it's their -- their risk.

They have actually -- | would say that they' ve been
very successful at devel oping projects that have stayed on
time and on budget.

So we have sone reason to think that they did a good
job at due diligence and project nanagenent, and they can be
successful, at least with the projects in the nearer term

| would say as you go out in tinme, there's always a

| ot nmore uncertainty about whether or not the project val ues

are going to hold, | think especially because the second
Conti ngent Schedule is still very new technology that they're
exploring in a pilot that would -- if it is actually

supported in the base application.

THE CHAIR  And | -- correct ne if |I'mwong, |
think -- | read where Recology is probably going to have to
submt a new Rate Application anyway by 2020.

I's that --

M5. DAWSON: | think it depends on how well their
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assunptions hold up over tine. | nean, this Rate Application
was driven by a nunber of factors that | think are somewhat
uni que in their size.

That being said, | went back and | ooked at 2013, and
you know, there is kind of a period of when the revenues that
are covered by the rates kind of erode over tine, and
eventually that results in a reassessnent.

So four to five years, if we're really lucky, |
woul d say.

THE CHAIR  Ckay. Can you -- so the notice --
because I'mall big on transparency.

So can you just help ne, in terns of what the policy
i s?

So you notice, on the website, that the
contingencies will be -- that they've been triggered.

And then what does that conversation |look like? |Is
there a neeting with the public? Do the public have an
opportunity to provide conment on it or --

M5. DAWSON: Well, | nean, that was the idea that --
| mean, before these Contingent Schedules were put in, there
really wasn't any public notice or review

And so in the Director's Report, M. Nuru wanted to
provide nore transparency. So this is actually a new
process.

That being said, | nentioned the Contingent
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Schedul es that were approved in the |last rate process were
never acted on. So it may not come to pass.

But the idea was that at |east the public would be
noticed of the noving forward of the project and have the
opportunity to at l|east review nore detailed information on
what was bei ng proposed.

THE CHAIR  Thank you.

kay. So should there -- so if there's no further
guestions, maybe we coul d go ahead and proceed to a
di scussi on about the proposed order.

So we -- it is our job here today to determ ne
whether to grant or to deny the application in whole or in
part, including the proposed uses of the Special Reserve

Fund, based on the evidence submtted during the Director's

heari ngs.

And again, we'll be voting by najority vote.

So I'Il start off the conversation.

As | have -- | have said, | agree that 20 percent,
t he proposed increase, is significant. | don't think it's

unr easonabl e, unjust, or unfair.

| do think that it's in recognition of -- you know,
of fixed -- nmuch of which is fixed operating costs.

And | do feel confortable with the -- you know, the
[imt on the anount of profit margin.

And you know, and I'm-- | also felt confortable
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that the Public Works did a thorough job of ensuring that
that profit margin -- that profit margin was not based on
pass-throughs that are not otherw se permtted.

So at this tinme, | don't have any anendnents to the
proposed order that M. Russi --

MR CARLIN. So | guess we have to fill in the
bl anks in the proposed order?

THE CHAIR Wl --

MR CARLIN. But | would like to see a "Resol ved"
about the notice requirenents for the Contingent Schedules 1
and 2 placed into the "Resol ved" section so we nmake sure that
we hear back about that.

| also would like to put in the "Resol ved" section
that the Departnent of the Environnent and the Departnent of
Public Wrks continue to | ook at what the future m ght bring
for San Francisco as we inplenment this Rate Schedul e and sone
of the projects cone online and such, to address sone of the
comments that were nmade both on Friday and today.

| think that's inportant so we start planning ahead
or casting a good fit.

THE CHAIR.  |I'm sorry.

Wuld that be in the formof a -- how would that --
woul d that be in the formof a report to the Rate Board?

MR CARLIN:. | think -- | think this -- | don't

think it's in a report to the Rate Board as nmuch as the --
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when the next Rate Application cones in that the Departnent
of the Environnent has -- and the Departnent of Public

Wor ks has consi dered and thought about that over the next
coupl e of years and can provide a greater sort of detail or
vi sion of where we're headed, because it seens to ne as we
get to -- you know, "I don't have a black bin at ny house in
San Franci sco anynore.

“I"d like to know what the future | ooks I|ike.

"I don't need every-week trash pickup fromny
recycling.”

So it's not a public-health -- no |onger a
public-health issue with the black trash; it's nore along the
lines of: What nakes the npbst sense from a business
per spective?

And with that, | agree with the Chair's comments and
nove forward.

MR. EGAN. | agree, as well.

THE CHAIR  And -- |'msorry.

Just so I'munderstanding, it's further kind vetting
out the notice requirenents.

And then al so have to be addressed, at next Rate
Application, a report, presentation, or information from
Envi ronnment on kind of what the future of your trash for City
and --

MR. CARLI N: |f we have no bl ack bin, what does that
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mean?
THE CHAIR  Okay. | think M. Pilpel also requested
sonet hi ng about reporting; | didn't entirely understand.
Wuld you like to -- I'"mhappy to allow you to

expand upon that, if you'd I|ike.

MR. PILPEL: Thanks, and I'Il coment later as to
some other things with the Resol ution.

But as to that specific question, in the Quarterly
Reports, if there could be a bit of narrative on the
container or bin mgration to upsize and downsi ze, the status
of that; any obstacles to inplenmentation.

The change -- the second itemis the change in
routing and trucks, how that's progressing to inplenentation.

Any significant issues with recycling comodity
revenues -- that would be the third tinme -- given the nmarket
conditions that | nentioned earlier.

And the fourth is those Contingent Schedul es and
| npl enent ati on thereof, just where we are on those.

For the exanple, the Board Commr ssion is supposed to
continue to take up the lease for Pier 96 in July, the ENA,
and the termsheet and all that.

So there are lots of steps, as we saw earlier, and
just where they are in the Quarterly Report.

Those are the four itens.

THE CHAIR  Okay. |1'd be inclined to have that be
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annual. | don't know that we need that on a quarterly basis.

MR. PILPEL: Well, sonme of those things may have --
if there significant issues to report, given activities
during that quarter --

THE CHAIR  Right.

MR PILPEL: -- just alittle narrative, not -- |I'm
not asking for a whole report.

Thanks.

THE CHAIR  Ms. Dawson?

MS. DAWSON: |If | may, on page 22 of the Director's
Report, he has actually recommended an adjustnent to the
reporting.

And | think we'd be happy to include M. Pilpel's
interests in that.

But we're already planning to do a | ot of
i mprovenent, just based on what we found in the review of the
application this time around, information we need to
normal i ze, the submttal structure which we think needs
updat i ng.

So there's going to be a -- quite a bit of process
i nprovenent in that area. And we're happy to incorporate his
requests, if that is what you would |ike.

MR. CARLIN.  Thank you.

THE CHAIR  And not part of the order, but if I

could just request if you affirmatively al so notice nenbers
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of the public that were here today of the -- you know, if the
contingency does get triggered, if you could provide them
with notice on that and the opportunity to weigh in.

And al so not part of the order, but just to
reiterate fromthe discussion on Friday about meking sure
that there's notice to Recol ogy's website and Environnment's
website, if there's a vacant unit, how to go about requesting
how that -- to have that exenpted from having to pay.

kay. Wth that --

MR. EGAN. Are we tal king about anendnents to the
Resol ution?

THE CHAIR My last -- those last two comments were
not --

MR. EGAN. Ckay.

THE CHAIR  -- a proposed anendnent to the
Resol ution, the notice and information on the website.

That's just a -- just a request on ny part.

MR EGAN. Ckay.

THE CHAIR Okay. So with that, do I have a notion?

MR RUSSI: So what -- |I'mnot clear what you're
anending to the Resolution -- what changes you're making to
t he Resol uti on.

MR EGAN. M chael wanted to add a --

THE CHAIR  So there's --

MR RUSSI: I'Il just go by M. Carlin, who urged
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t he Departnent of the Environnent and Public Wrks, in
connection with the next Rate Application and until the next
Rate Application, to continue considering |ooking into the
future of trash for the Gty?

THE CHAIR | didn't understand that to be a
requested anendnent to it.

| just thought | heard M. Carlin say that he just
wants themto present on that when they cone forth again with
anot her Rate Application.

MR, CARLIN. That's fine, yes.

MR. RUSSI: Not part of the Resolution?

MR, CARLIN:. Don't need to be -- | agree we don't
need to make it part of the Resol ution.

MR. RUSSI: Ckay.

THE CHAIR | have no proposed anendnents for the
Resol uti on.

MR. RUSSI: Okay. So then on page 2 of the
Resol ution, that the yellow highlighted part, the first part,
woul d say, "Wiereas the nenbers of the Rate Board unani nously
reject the ojections" --

THE CHAIR  Right.

MR RUSSI: -- the second sentence woul d say,
"Whereas the Rate Board unani mously concur with the" -- 1"l
change that to "Public Wrks Director's Recormend Orders as

nodi fied by the Rate Board on June 21st, 2017."
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And | think -- in the "Resol ved" section, the first
par agraph, 1 think you woul d need "nakes the follow ng
recomendat i ons".

THE CHAIR  Right.

MR RUSSI: And No. 1 under the "Resol ved" section,
"The Rate Board denies the Objections,” and 2, "The Rate
Board adopts the Public Wrrks Director's Recormended Orders,”
period -- not period, but sem col on.

And on 3, "Does the Rate Board agree with the
proposed distributions fromthe Special Reserve Fund"?

THE CHAIR | think that is a point that we need to
di scuss; right?

| agree that the proposed reallocation of the
Speci al Reserve Fund -- |I'msorry, of the new Special Reserve
Fund, created under the 1987 Agreenent -- Facilitation
Agreenent, to fund the new Special Reserve Fund of the new
agreenent is to the benefit of Rate -- as to -- on the
schedul e that's proposed by the Public Wrks Director.

And | do agree that that is to the benefit of the
Rat e Payers.

MR, RUSSI: Perhaps there should be a notion on that
i ssue, then.

THE CHAIR Do | hear -- so |l -- | nove that we find
that the proposed reallocation of funds fromthe Speci al

Reserve Fund, created under the 1987 Facilitation Agreenent,
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on the -- on the schedul e proposed by the Public Wrks
Director into the new fund, is to the benefit of Rate Payers.
And | nove that we approve that.
MR. EGAN. | second.
THE CHAIR Al those in favor?
ALL MEMBERS: Aye.

THE CHAIR  Thank you.

MR. RUSSI: So were there -- were there any other
changes to the Recomended Order -- the proposed Resol ution?
THE CHAIR | have none.

MR. RUSSI: Perhaps we should call for public
coment on the Resol ution.

THE CHAIR  Okay. We'Ill go ahead and open up for
public comment, limted to 3 m nutes per speaker.

Thank you.

MR. PILPEL: David Pilpel again.

On the text, starting with page 1, line 23,
"Menber/ Controller" should insert apostrophe "S," "Chief
Econom st . "

Page 2, line 1, "June 16 and 19" --

THE CHAIR W'l l be changi ng the dates, yes.

MR. PILPEL: GCkay. And the same thing on |line 6,
"June 19."

THE CHAIR  Yes.

MR PILPEL: On line 8, rather than the word
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"concluded,” | would reconmmend substituting "and determ ned

on March 22nd, 2017, in Case No. 2017-003133 ENV," just so

that it's very clear what the City Planning case nunber was

that nade the Environnental Exenption Determ nation

THE CHAIR  Wbul d you repeat that?
"' msorry.
MR PILPEL: Sure.

lt's to substitute for the word "concl uded" the

phrase "determ ned on March 22nd, 2017, in Case

No. 2017-003133 ENV."

THE CHAIR  Thank you.

MR. PILPEL: And then on page 4, line 11, the date

agai n.

THE CHAIR  We'll be updating the dates, yeah.

MR. PILPEL: Yeah.

O herwi se, a fine, fine Resolution.

Thank you very nuch

THE CHAIR  Thank you.

MR. BAKER: M chael Baker, attorney for Recol ogy.

| don't think there's any anbiguity on the -- on
this with regard to Special Reserve Fund, but | just wanted

to be sure.

The draft Resol ution approves the distributions that

were contained in the Director's report.

The notion that was just approved related only to
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the transfer of funds fromthe Al tanont Special Reserve Fund
to the new Speci al Reserve Fund, whereas, of course, the
Director's Report also calls for funds in the Special -- in
the Al tanont Special Reserve Fund to be used to offset the
rate increases.

So the way that it's drafted, | think enconpasses
all that needs to be done with regard to the Special Reserve
Fund. But because the notion was nore narrow y worded, |
just wanted to make sure that that's taken care of.

THE CHAIR  Thank you. That was the intent.

Any ot her menbers of the public wish to provide
public coment ?

Seei ng none, nmay we proceed with the vote?

MR. RUSSI: Sure.

You intend to nake the changes proposed by
M. Pilpel --

THE CHAIR  Yes.

MR RUSSI: -- in his public comment?

THE CHAIR  Yes.

MR RUSSI: Okay.

THE CHAIR  (Cbviously, the dates and --

MR EGAN. Is it conventional to refer to the
Pl anni ng case nunber?

| al ways --

MR RUSSI: | don't think it hurts, assum ng that
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it's correct.

THE CHAIR  And of course, the dates and updating
M. Egan's title.

MR, RUSSI: Right.

THE CHAIR Okay. Wth that, do | hear a notion?

MR. CARLIN: | nove the proposed Resol ution.

MR EGAN. | second.

THE CHAIR Al those in favor?

ALL MEMBERS: Aye.

THE CHAIR  And that's a unani nous vote, three to
zero.

Wth that, | think we'll nove to conclude the
nmeeti ng.

It is approxi mately 10: 36.

W'l |l go ahead and conclude this Special Meeting of

t he Rate Board.
Thank you all for coming and participating.

(Proceedi ngs adjourned at 10:36 a.m)

-
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             1                    SAN FRANCISCO, CALIFORNIA;



             2                 MONDAY, JUNE 19, 2017; 9:02 A.M.



             3            



             4            THE CHAIR:  Good morning.  



             5            I would like to resume the Special Meeting of the 



             6   Refuse Collection and Disposal Rate Board.  



             7            For the record, it is Monday, June 19th, 2017.  



             8            It is approximately 9:02.  



             9            And we are in City Hall, Room 416.  



            10            Just by way of background, we recessed the Special 



            11   Meeting at approximately 3:34 p.m. on Friday, June 16th, and 



            12   we are now resuming the meeting.  



            13            The purpose of the meeting is to hear and consider 



            14   Objections to the Report and Recommend Orders issued by the 



            15   Public Works Director on May 12th, 2017, that would increase 



            16   residential refuse collection and disposal rates.  



            17            I am Jennifer Johnston, Deputy City Administrator 



            18   and Chair of this Rate Board.  



            19            Joining me are the other two Members of the Rate 



            20   Board.  



            21            That's Ted Egan, Chief Economist of the City and 



            22   County of San Francisco, and Michael Carlin, here to my left, 



            23   Deputy General Manager of the Public Utilities Commission 



            24   (indicating).  



            25            Also present are Bradley Russi from the City 
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             1   Attorney's Government Team, who serves as counsel to the Rate 



             2   Board.  



             3            We also have Jack Gallagher, Policy Aide to the 



             4   Office of the City Administrator.  He'll be serving as clerk 



             5   today.  



             6            We have Mohammed Nuru joining us again, Director of 



             7   Public Works.  



             8            Julia Dawson, Deputy Director for Finance 



             9   Administrator for Public Works.  



            10            Anne Carey, Project Manager for Public Works, pardon 



            11   me.  



            12            I don't see Manu here.  



            13            MS. DAWSON:  He said he'd be running late.



            14            THE CHAIR:  Okay.  Robert Haley, Zero Waste Manager 



            15   in the Department of the Environment.  



            16            And San Francisco Rate Payer Advocate Rosie Dilger.



            17            Our hearing is being transcribed today by a 



            18   stenographer, Dawn Stark.  



            19            We are also recording this hearing.  So I ask that 



            20   you speak one at a time and use the microphone so you can be 



            21   heard clearly.  



            22            Please also make sure to turn off your cell phones, 



            23   pagers, and other sound-producing electronic devices so that 



            24   our hearing does not get interrupted.  



            25            And just a quick overview of these proceedings.  
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             1            So we began -- as I indicated, we began the Special 



             2   Meeting at approximately 1:00 p.m. on Friday, June 16th.  



             3            During the meeting, we covered Agenda Items I 



             4   through VIII.  



             5            In the course of hearing those Agenda Items, we 



             6   heard testimony from three of the Objectors and took public 



             7   comment from a number of individuals.  



             8            Before proceeding, additional reminders.  



             9            Copies of the Agenda of this hearing are available 



            10   on the side table of the room for you to pick up, along with 



            11   copies of the written Objections that were heard by the Rate 



            12   Board.  



            13            There are also binders of materials that you may 



            14   review, but which -- please make sure to keep them in the 



            15   room.  



            16            And these materials are also available on the Public 



            17   Works' and Rate Payer Advocate's websites.  



            18            Additionally, on the side table is a shell of an 



            19   order that the Deputy City Attorney, Brad Russi, put together 



            20   for us to kind of help us in structuring our conversation 



            21   today.  



            22            So if you want a copy of that, it's available for 



            23   you.  



            24            Regarding the procedures for this meeting, we will 



            25   continue to move on through the Agenda Items.  Once they are 
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             1   completed, we will not go back to Agenda Items that have been 



             2   concluded unless otherwise agreed to by a majority of the 



             3   Rate Board.  



             4            We will continue with the hearing until all Agenda 



             5   Items are concluded.  



             6            However, if my colleagues agree, I would like to 



             7   open the meeting with additional public comment under Agenda 



             8   Item VIII, if that's amenable -- if you're amenable to that, 



             9   which is General Public Comment on Any Other Matters Within 



            10   the Jurisdiction of the Rate Board.  



            11            And actually, before proceeding on to Agenda Item 



            12   No. VIII, I understand that one of the Objectors is here that 



            13   was not able to join on Monday -- or Friday.  



            14            Is that correct?  



            15            MS. RICHEN:  Yes.  



            16            THE CHAIR:  Yes.  



            17            So I'm -- I'm actually okay with opening up that 



            18   Agenda Item to allow for comment under that particular item, 



            19   if you are also amenable.  



            20            Okay.  If you could please approach the dais.  



            21            And you have up to 10 minutes to provide -- or 



            22   present on your Objections.  



            23            MS. RICHEN:  Thank you.  



            24            I don't need that much time.  



            25            Hello.  My name is Noni Richen.  
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             1            I have submitted a letter, and I just want to 



             2   reiterate a few of the points that I made.  



             3            The technical details of -- of the organization that 



             4   I represent, the Small Property Owners of San Francisco, have 



             5   been presented by other of our members.  



             6            So I just wanted to perhaps give a human perspective 



             7   to what the rate increases might do since we're being singled 



             8   out.  



             9            We are owners of two- to small -- two- to five-unit 



            10   buildings, and we are facing a far greater increase than 



            11   seems to be justified by the amount of work that we produce 



            12   for the Recology.  



            13            Many -- for instance, the single-family house is 



            14   receiving an increase of 16.5 percent.  



            15            I live in a two-unit building, renting out the lower 



            16   unit.  We have a 20-gallon black can, a 32-gallon green can, 



            17   and a 64-gallon blue can, because we're trying to recycle.  



            18            Suddenly, we are faced with being charged as if 



            19   we're suddenly producing more -- more waste.  We're being 



            20   charged with two new $20 unit fees, $40, and we're not 



            21   producing any more trash.  



            22            We carefully take everything -- separate everything.  



            23            We take it to the street.  



            24            We are typical small property owners.  



            25            We're not corporate landlords.  
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             1            We don't have staffs.  



             2            We don't have attorneys to turn to.  



             3            We are on our own.  



             4            Tomorrow at this time, I will be repairing the 



             5   wallpaper on one of my tenant's units.  



             6            This is the type of people we are.  



             7            We do not feel that we should be singled out.  



             8            I also have a four-unit building across the street, 



             9   which we bought in 1984.  It produces gross income, for a 



            10   total year, of only $57,000 a year.  



            11            If I were to have a roof and a paint job in the same 



            12   year, that would totally wipe out my gross income.  



            13            You can see how every little increase would put -- 



            14   push me closer to the edge, push me closer to just going out 



            15   of business, which is a polite word for the Ellis Act.  



            16            I -- I really don't want to do it because my tenants 



            17   are nice people, but I can't -- even though we don't have a 



            18   mortgage, we are going to be on the losing side.  



            19            This is not fair.  



            20            It's not fair to me.  



            21            It's not fair to the tenants.  



            22            It's not fair to the City because these people will 



            23   be out of a place to live.  I don't want to do that.  



            24            All of my tenants in the four-unit building are 



            25   either disabled or low income.  I couldn't even pass through 
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             1   this small amount.  



             2            And I realize you didn't make up the rent increase 



             3   laws, but they severely affect us.  



             4            We cannot pass these things through very easily.  We 



             5   can only give direct pass-throughs on bond issues, is my 



             6   understanding.  



             7            So I ask you, please, to think about the rate 



             8   structure, and think about spreading it more evenly over the 



             9   total -- total numbers of units.  



            10            We're the smallest -- we're the largest producer of 



            11   housing for the City.  We're a necessary element of the City.  



            12            And to ask us to do our businesses in an 



            13   unsustainable manner just doesn't make good business sense.  



            14            I appreciate the opportunity to talk to you, and I 



            15   think that I've said enough.  



            16            Do you have any questions for me?  



            17            THE CHAIR:  I do not.  



            18            MS. RICHEN:  Thank you very much.  



            19            THE CHAIR:  Thank you for your time.  



            20            Okay.  That will close -- conclude Agenda Item    



            21   No. IV, which was Presentations by the Objectors who Filed 



            22   Timely Written Objections.  



            23            Okay.  I will move on to Agenda Item -- sorry.  One 



            24   moment.  



            25            (Reviewing document.) 
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             1            Okay.  Moving on to Agenda Item No. VIII, which is 



             2   General Public Comment on any Matters within the Jurisdiction 



             3   of the Rate Board.  



             4            Speakers will have a minimum (sic) of 3 minutes 



             5   each.  



             6            MR. RUSSI:  Also, public comment on IV again, since 



             7   you opened it up a second time.  



             8            THE CHAIR:  Okay.  Why don't we go ahead, then, and 



             9   go back to Agenda Item No. V, which is Public Comment on Any 



            10   or All of the Objections Nos. 1 through 53.  



            11            Speakers will have a minimum (sic) of 3 minutes 



            12   each.  



            13            And while I'm on -- just explaining public comment.  



            14            In order to ensure that the public comment of -- the 



            15   portion of the hearing is conducted fairly and efficiently, 



            16   we request that anyone who wishes to speak, please complete a 



            17   speaker card.  



            18            There are speaker cards available on the table with 



            19   Mr. Gallagher (indicating).  



            20            I also suggest that any group of persons with 



            21   similar interests designate a representative to act as 



            22   spokesperson.  



            23            Each person will be given the same amount of time, 



            24   which is a maximum of 3 minutes.  



            25            And please be advised that although the Board will 
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             1   listen to all general public comment on matters within the 



             2   Board's jurisdiction, no new or additional Objections can be 



             3   raised, orally or filed in writing, at this hearing for 



             4   action by the Rate Board.  



             5            Only evidence previously placed in the 



             6   Administrative Record through testimony or documents at the 



             7   Public Works Director's 2017 Rate Reviews -- Rate Hearings 



             8   may be used to support the Objections.  



             9            And we are not permitted to consider new evidence.  



            10            And then the Rate Board acts by majority vote.  



            11            If, for any reason, the Rate Board does not act 



            12   within 60 days of the Public Works Director's Recommended 



            13   Order, which was May 12th, the Public Works Director's Order 



            14   will be deemed the Order of the Board.  



            15            Also, please note that in my capacity as Chair, I 



            16   may modify these procedures as the hearing progresses as may 



            17   be needed in order to ensure a fair and efficient proceeding.  



            18            All right.  With that, we'll go ahead and move on to 



            19   Agenda Item No. V, which is the -- Any Public Comment on the 



            20   Objections 1 through 53.  



            21            Anybody like to provide public comment on those 



            22   matters?  



            23            Okay.  Seeing none, we'll now move on to Agenda Item 



            24   No. VIII, which is General Public Comment on Any Matters 



            25   Within the Jurisdiction of the Rate Board.  
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             1            If you did complete a speaker card, please proceed, 



             2   and Mr. Gallagher will call out your name.  



             3            MR. GALLAGHER:  I'm going to read a couple cards.  



             4            Kathleen Soper.  



             5            Peter Reitz.  



             6            Thomas Soper.  



             7            Gideon Kramer.  



             8            THE CHAIR:  Thank you.  



             9            MS. SOPER:  Thank you.  



            10            Good morning.  



            11            My name is Kathleen Soper, and I live at          



            12   2202 Kirkham.  We are in a two-family house.  



            13            I have not heard yet a clear explanation of the 



            14   obvious inequity of the rate hike to the two to five 



            15   building.  



            16            And testimony Friday that those buildings, two to 



            17   fives, have not been paying their fair share.  I haven't 



            18   heard a clear explanation as to how that happened.  



            19            We don't set the rates.  



            20            We've been paying our bills.  



            21            The rates are and have been what they are.  Suddenly 



            22   we're being told we haven't been paying our fair share.  



            23            Now, this -- I haven't heard a clear explanation as 



            24   to how that happened or why suddenly we are paying more and 



            25   this inequity is somehow going to, as it looks, be approved.  
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             1            So I would just ask you to please shine a light on 



             2   that very specific question and reconsider.  



             3            MR. REITZ:  Good morning.  



             4            My name is Peter Reitz, and I'm the Executive 



             5   Director of Small Property Owners of San Francisco.  



             6            I just wanted to add a couple of thoughts that -- we 



             7   have roughly 2,000 members.  



             8            They're owners of two- to five-unit buildings, and 



             9   most of them are -- have mortgages.  



            10            A lot of immigrants are in that group.  As a matter 



            11   of fact, in our monthly meetings, we provide Cantonese 



            12   translation.  



            13            And these rate hikes that have been reworked from 



            14   the 51 percent to, I think, 31 percent, as were my 



            15   calculations -- maybe they're a little off.  



            16            But you're offering a lower rate from the $20 flat 



            17   fee.  But still, that adds up to 31 percent, and yet we can 



            18   only increase rents 1 percent.  



            19            Now, granted, the scales are different.  



            20            But still, the principle is that a lot of our people 



            21   are really struggling to make their mortgages, and I think 



            22   that the -- we can find a way to continue the recycling 



            23   program in San Francisco without extortion of these small 



            24   property owners that often provide rents of $300 to $500 a 



            25   month.  
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             1            It's the sector you want to maintain in this City.  



             2            Thank you.  



             3            THE CHAIR:  Next speaker?  



             4            Mr. Gallagher, do you have additional cards?  



             5            MR. GALLAGHER:  I read them all off.



             6            THE CHAIR:  Okay.  Does anybody -- Ms. Dawson, would 



             7   you like to comment?  



             8            MS. DAWSON:  Yes.  



             9            Julia Dawson from Public Works.  



            10            Over the recess of the meeting, I wanted to provide 



            11   you with a little more information on the Reserve Fund, which 



            12   might help in your deliberation process.  



            13            So the City is really trying to balance two 



            14   objectives, which is to protect the City from unanticipated 



            15   claims that might arise under the now-expired Landfill 



            16   Agreement until the Statute of Limitation expires in 2020, 



            17   which we talked a little bit about in the last meeting.  



            18            But also, to be able to use some of the balance to 



            19   the benefit of Rate Payers.  



            20            And that is being done in two ways, within both 



            21   Recology's Application and then the Recommended Orders, which 



            22   is to build up a new Reserve Fund with annual transfers of   



            23   $2 million until the target funding of $10 million is 



            24   reached.  



            25            And that would be in lieu of additional 1 percent 











�





                                                                          120





             1   surcharge that would be assessed to Rate Payers.  So in 



             2   effect, it's preventing an otherwise higher rate.  



             3            And in addition, we're also applying $2.5 million 



             4   per year to meet some portion of Recology's revenue 



             5   requirement, which also has the benefit of returning these 



             6   funds, which were collected from Rate Payers, to Rate Payers.  



             7            And it leaves a declining balance, which you can see 



             8   in Recology's Application, Exhibit 1.  



             9            So we know that the Rate Board is concerned about 



            10   unanticipated claims exceeding the available funding in the 



            11   old fund.  



            12            And I'd like to offer a couple of observations that 



            13   might make the Board a little more comfortable with the 



            14   transfers that are proposed.  



            15            So Exhibit 9 was evaluated in the hearings as a 



            16   report from the Department of the Environment to the Rate 



            17   Board in previous proceedings that describes the historic 



            18   uses of the Special Reserve Fund that was tied to the old 



            19   Facilitation Agreement.  



            20            And since its inception, which was 1997, a total 



            21   of -- 



            22            MR. CARLIN:  '87.  



            23            MS. DAWSON:  '87 -- a total of $8.6 million has been 



            24   distributed from the fund, which, given the time frame, is a 



            25   pretty small value.  
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             1            And it was mostly to cover regulatory costs that was 



             2   unanticipated in the existing Landfill Agreement as we were 



             3   using it for disposal.  



             4            The report also describes an amendment that was made 



             5   to the Facilitation Agreement under which Waste Management, 



             6   who was the operator of that Landfill, agreed to release the 



             7   City from any claims for reimbursement on closure and 



             8   post-closure of that Landfill in exchange for an additional 



             9   .27 cents per ton disposed.  



            10            So what I -- so the point I'm really just trying to 



            11   make is the fund has been used historically to cover 



            12   unanticipated regulatory costs that happen during the life of 



            13   the agreement.  



            14            And going forward, the amendment that was made to 



            15   the agreement, with the additional disposal costs, covers the 



            16   City from post-closure/closure costs that might occur.  



            17            So, you know, our view was trying to balance the 



            18   Rate Payers with leaving money that had been collected, but 



            19   not used, that leaving a declining balance, would be 



            20   sufficient to protect against unanticipated claims.  



            21            And we were trying to balance that with our feeling 



            22   of obligation to apply those funds to the benefit of Rate 



            23   Payers as soon as was reasonable.  



            24            So we believe that this decision was consistent with 



            25   the directions that the Rate Board had given us when it 
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             1   approved the distributions from the Special Reserve in 2015 



             2   and '16.  



             3            THE CHAIR:  Thank you.  



             4            MR. PILPEL:  Further public comment?  



             5            THE CHAIR:  Yes.  



             6            MR. PILPEL:  David Pilpel.  



             7            A couple of items today.  



             8            This morning's Mercury News has, on the cover, a 



             9   story called, "The Decline of Recycling."  The value of 



            10   returned bottles, cans, plastic, keeps dropping and stores, 



            11   homeless people, and the environment pay the price about 



            12   problems with the State's Bottle Bill.  



            13            And the resulting impact on the entire recycling 



            14   sector continues to be a challenge to operate in this 



            15   environment.  



            16            I encourage you to read that and -- the staff and 



            17   the companies.  



            18            As relates to some of the reporting requirements 



            19   that are covered in the Director's Report, without 



            20   necessarily changing the report, I think you could ask that 



            21   the Quarterly Reports provided to the City include, among the 



            22   various elements, some additional narrative about the status 



            23   of implementing the changes to containers to customers.  



            24            The upsizing and downsizing of the blue and black 



            25   containers; the status of the changes in routing and truck 
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             1   configuration; any significant issues with recycling 



             2   commodity revenue, as I just referenced, and particularly as 



             3   to the major capital items to the Contingent Schedules; and 



             4   any obstacles or significant milestones in implementing those 



             5   major capital projects.  



             6            Not a lot of narrative, but just a little bit in the 



             7   Quarterly Reports as to those items until they're completed, 



             8   so that the City and the public -- to the extent that anyone 



             9   besides me actually reads the Quarterly Reports -- might know 



            10   what's happening on those issues.  



            11            And just finally, on the 30-day notice that's -- 



            12   that's suggested by the Public Works Director as to those 



            13   triggers for the Contingent Schedules, if Public Works could 



            14   also figure a way to provide notice to those interested 



            15   persons of that.  



            16            Otherwise, it's difficult to have to go back to the 



            17   website every week or so just to see if there's anything new 



            18   there.  



            19            I'm sure they could accommodate that, given that 



            20   there are not a lot of people, like myself, who are 



            21   interested in these issues.  



            22            But thank you for your good work, and I'll have 



            23   comments later on the draft Resolution.  



            24            Thanks.  



            25            THE CHAIR:  Thank you, Mr. Pilpel.  
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             1            Anyone else wish to provide public comment?  



             2            MR. KRAMER:  Good afternoon -- excuse me, good 



             3   morning, Board Members.  



             4            My name is Gideon Kramer.  I spoke on Friday.  



             5            I would just like to reiterate again the issue of 



             6   the disproportionate rate hike for owners of two to five 



             7   units; owners that are, as a class, called "small property 



             8   owners," for a good reason.  



             9            They're small landlords that provide actually the 



            10   majority of the housing in San Francisco.  



            11            The second point I'd like to make is that I do not 



            12   believe Recology has made a compelling case for those rent -- 



            13   for those rate increases.  



            14            In my case, a four-unit building, the rate will be 



            15   up by 36.5 percent.  



            16            This is after it was originally -- the original 



            17   proposal was 51 -- or 48 percent by Recology.  The Director 



            18   amended it down to 36.5 percent.  



            19            But I still think that's way, way out of line.  



            20            The third comment I'd like to make -- and I would 



            21   love to get an answer from Recology about this -- is the City 



            22   mandate is to basically get rid of the black trash by 2020.  



            23            If you look at the Rate Schedule, it's -- it's -- 



            24   it's exactly the opposite of what you'd expect.  If you want 



            25   to incentivize people to eliminate or minimize black trash, 
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             1   you want to increase the rate for black trash, and you want 



             2   to incentivize people to put more into the black -- into 



             3   the -- excuse me, into the green and blue bins.  



             4            And instead, Recology is proposing to triple their 



             5   rate for blue and green trash and -- and cut the black trash 



             6   from about $25 down to $12.  



             7            That seems to me exactly the opposite of what -- it 



             8   may -- it may look good from a marketing standpoint, but in 



             9   terms of achieving the goal that the City has, it seems to me 



            10   completely the opposite.  



            11            It makes no sense to me, and I would love to hear 



            12   the logic behind that.  



            13            Thank you.  



            14            THE CHAIR:  Thank you.  



            15            MR. SOPER:  Good morning.  



            16            My name is Thomas Soper, and I wanted to respond to 



            17   what the Director testified to on Friday in his attempt to 



            18   communicate the rigorous study that DPW and Recology went 



            19   through, describing the certain consultants they hired to 



            20   assist them in coming up with this new pricing structure.  



            21            There were also other non-Objectors on Friday that 



            22   testified on Friday that they believe that -- and I'm 



            23   paraphrasing here -- that DPW looked at all the 



            24   possibilities.  



            25            I am here to say that I don't believe that.  
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             1            With regard to necessary consultants, I don't 



             2   believe that they had an independent License Sustainability 



             3   architect involved with this rate structuring.  



             4            The reason I believe this is that I personally have 



             5   conducted very complicated sustainability projects, involving 



             6   many consultants, including fiscal experts who do very 



             7   rigorous cost analysis with a number of variables.  



             8            But I can tell from my experience that this pricing 



             9   proposal has been conducted, from a very -- from the very 



            10   beginning, with a preconceived strategy.  



            11            This is why, in great part, that they have ended up 



            12   with an unfair and unjust price structure.  



            13            They have left out what sustainability experts do to 



            14   also examine all the alternatives of this complex equation.  



            15   They're easy to get lost in the shuffle.  So many figures 



            16   that they can't see -- it ends up not being able to see the 



            17   forest through the trees.  



            18            While I appreciate the -- the enormous effort that 



            19   they've made, it's a very complicated thing.  



            20            But this is my professional opinion as an architect, 



            21   licensed by the State of California.  



            22            But so that you know, it's not just my professional 



            23   opinion that DPW and Recology have not done their due 



            24   diligence in investigating operating methods leading to price 



            25   structures that are truly fair and just and effective.  
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             1            There are other alternatives I want to state for 



             2   that -- for the record.  



             3            It is public knowledge that an entire country 



             4   recently had the same debate that we're having today.  They 



             5   came to a very different conclusion than DPW has come to.  



             6            They -- this -- this community released a summary 



             7   statement, issued by their -- the recycling company, and why 



             8   all parties came to the conclusion very differently.  



             9            They said that -- that this -- their conclusion was 



            10   to allow more accurate record of collection and proper 



            11   disposing of waste.  



            12            Two, to hit targets for diverting blue and green 



            13   refuse from landfills.  



            14            Three, to promote better segregation of waste types 



            15   and decrease waste to landfills.  



            16            And four, other methods, such as based on container 



            17   size, etc., are not as sustainable and effective.  



            18            So I'd just like to conclude that an entire 



            19   community had meaningful public participation in healthy, and 



            20   most importantly, comprehensive debate in this alternative.  



            21            And they concluded, quote -- and I quote, "In our 



            22   pricing system, you therefore only pay for the amount of 



            23   waste you generate."  



            24            No distinction is made between single-family, 



            25   apartment blocks, or management companies in their solution.  
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             1            So what I'm trying to establish here, without 



             2   speculation or my personal opinion, is that DPW didn't -- did 



             3   leave something out that's very important in its due 



             4   diligence.  



             5            It's just not my opinion, but the opinion of an 



             6   entire nation on this example.  And this is public 



             7   information on the Internet.  



             8            Thank you.  



             9            THE CHAIR:  Thank you, Mr. Soper.  



            10            Any additional public comment?  



            11            Seeing none, we'll go ahead and move on to Agenda 



            12   No. IX, which is the Rate Board Consideration of Proposed 



            13   Order and Objections to Proposed Order; Approve or Deny the 



            14   Application, in Whole or in Part, Including the Proposed Uses 



            15   of the Special Reserve Fund Under the 1987 Waste Disposal 



            16   Agreement and Whether There is a Continuing Need for the 



            17   Fund, or Some Portion of It.  



            18            So I will defer to my colleagues on how you would 



            19   like to proceed.  But I -- I do believe that we are required 



            20   to address each of the Objections.  



            21            It would make sense to me, to the extent that 



            22   they -- many of them kind of have the same theme or they're 



            23   the same basis, to group some of those.  



            24            And the grouping that the Public Works Director -- 



            25   the approach taken, I think, makes a lot of sense.  
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             1            So I guess I'll open it up for discussion.  



             2            Actually, before proceeding on to that, I'm 



             3   wondering if you have any questions for the representatives 



             4   of the departments that are here.



             5            MR. EGAN:  I think I will as we go through the 



             6   Objections.  



             7            THE CHAIR:  Okay.  So with that, we agree that that 



             8   is -- makes sense to proceed that way.  



             9            And as I've indicated, I've also asked the City 



            10   Attorney to prepare a shell of the order for our review to 



            11   help us structure the -- our discussion today.  



            12            And again, the copies of that are available for 



            13   members of the public over on the table (indicating).  



            14            So proceeding on, we have the first grouping, which 



            15   is, "The rate increase is too high."  And that covers 



            16   Objections 1, 2, 3, 16, 17, and 18.  



            17            I'll start off by saying that I -- I mean, I -- I 



            18   agree that a 20 percent increase is significant, and -- and 



            19   it is not lost on me that will have an impact on 



            20   single-family homes and smaller apartment buildings, and to 



            21   the extent that they're able to be passed down to our 



            22   tenants.  



            23            And of course, we can see an increase in that if the 



            24   contingencies are also triggered.  



            25            And while I say that, I do believe the Public Works 
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             1   and Department of the Environment really did do a very 



             2   excellent, due-diligent job of going through the Rate 



             3   Application and ensuring that, you know, it appropriately 



             4   considered operating costs, did not include pass-throughs.  



             5            So to that extent, I do -- although it is a 



             6   significant increase, I do feel that it's merited.  



             7            I also think it's important to note that          



             8   5.7  percent of that is due to the COLA that was postponed by 



             9   virtue of reallocating the old Special Reserve Fund to the 



            10   new Special Reserve Fund.  



            11            To the extent that we could put off some of those 



            12   additional costs, you know, we'd not be seeing such a 



            13   significant increase if that had hit us sooner.  



            14            So I do think that should be noted.  



            15            MR. CARLIN:  So I'll add that having read the 



            16   material, much of the costs are fixed.  And it's really hard 



            17   to develop a rate structure when you have such a high fixed 



            18   cost; 65 percent is labor and associated costs with trucks 



            19   and things of that nature.  



            20            So you're paying for a service.  



            21            And if you try to base it on a volumetric-only sort 



            22   of rate, you may come up short.  



            23            And I think that the rate structure that has been 



            24   developed to push more towards the cost service is 



            25   appropriate.  
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             1            I think that it is being phased in over time, and as 



             2   we kind of move to Zero Waste, I think that creates a new 



             3   business plan that has be developed by the Department of the 



             4   Environment to the Department of Public Works, and looking at 



             5   what that means for the future.  



             6            Maybe we're not doing as much collection as we are 



             7   today, but rather, there's much more diversion going on and 



             8   such, and there could be higher revenues.  



             9            But given the fact that there's sort of an equity 



            10   issue here, I think that the rate structure that has been 



            11   proposed is fair.  



            12            And I think that's -- moving forward, it will be 



            13   more along the lines that you're paying for the cost of 



            14   service.  



            15            MR. EGAN:  I tend to break down what we've heard 



            16   over the last two days into concerns about the overall costs 



            17   and what are the different drivers of those costs, and also 



            18   the question of equity.  



            19            I think I want to discuss equity as we go through 



            20   some of the other Objections, because I think that there are 



            21   certain questions I still have about that.  



            22            So the first question, though, is:  Is the overall 



            23   expense high?  



            24            I would agree with Chair Johnston that the 



            25   Department has done an extremely thorough job, and there has 
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             1   been a great deal of review that the required revenue that 



             2   Recology has here is reasonable.  



             3            It does make sense that if the landfill costs go up, 



             4   the rates have to go up; if more people are participating in 



             5   programs, that has to be paid for; and that overall costs of 



             6   doing business in the City are rising, including Recology's 



             7   costs.  



             8            We have not heard yet -- but we may as we go through 



             9   the discussion -- deal with the additional rates associated 



            10   with the cost of expanding new programs.  



            11            But in terms of the overall rates being too high, 



            12   irrespective of the new programs and irrespective of who pays 



            13   how much, I don't find any reason to object to that.  



            14            I think that the rationale for Recology's required 



            15   revenue is reasonable.  



            16            And so while I understand the Objection, I 



            17   understand the -- particularly the first-year jump, I -- I do 



            18   not agree with the "rate increase overall is too high."  



            19            THE CHAIR:  Okay.  Do I have a motion on the -- on a 



            20   decision with respect to the first grouping of Objections?  



            21            And if I understand it correctly, Mr. Russi, it's -- 



            22   we vote to concur or deny.  



            23            Is that correct?  



            24            MR. RUSSI:  Or modify the order -- 



            25            THE CHAIR:  Or modify.  
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             1            MR. RUSSI:  -- in some way to account for the 



             2   Objection.  



             3            THE CHAIR:  Okay.  



             4            MR. EGAN:  Do we have to move on each of the -- 



             5            UNKNOWN SPEAKER:  We can't hear you.



             6            MR. EGAN:  I'm sorry.  



             7            Do we need to make motions on each of the --



             8            THE CHAIR:  Well, I think we can agree to -- if we 



             9   want to group them as one group and kind of discuss them -- I 



            10   was thinking for an orderly discussion, a structured 



            11   discussion would make sense.  



            12            But I'm not -- I'm amenable to considering another 



            13   way of proceeding on this.  



            14            MR. EGAN:  I think doing them as a group is fine.  



            15            THE CHAIR:  Okay.  



            16            MR. CARLIN:  So I make a motion to deny the 



            17   Objection.  



            18            MR. EGAN:  Okay.  And I second that.  



            19            UNKNOWN SPEAKER:  We can't hear you.



            20            What did you say?  



            21            MR. CARLIN:  I made a motion to deny the Objection.  



            22            MR. EGAN:  And I seconded it.  



            23            THE CHAIR:  The first grouping.  



            24            Okay.  So all in favor, aye?  



            25            ALL MEMBERS:  Aye.  











�





                                                                          134





             1            MR. RUSSI:  Just to be clear, that's Objections 1, 



             2   2, 3, 16, 17, and 18?  



             3            THE CHAIR:  Right.  



             4            The Rate Board has voted to reject those Objections; 



             5   thank you.  



             6            As for the second grouping:  Rate increases higher 



             7   for apartment owners with two- to five- unit buildings.  



             8            And that's Objections No. 52 and 53.  



             9            MR. EGAN:  We had discussions about the equity 



            10   surrounding single-family versus two- to five-unit buildings 



            11   on Friday.  



            12            I don't believe we had discussions about the 



            13   differences between the one -- single family and two to five 



            14   and then apartment buildings, or at least I have further 



            15   questions on that.  



            16            I'm wondering if Ms. Dawson or someone from Public 



            17   Works could help me walk -- walk me through some of the 



            18   equity considerations involved there.  



            19            THE CHAIR:  And it also may make sense to kind of -- 



            20   yeah, also, to the single-family dwelling units, I think 



            21   maybe just to expand on -- and, again using the term "not 



            22   paying their fair share," but if you could expand on that a 



            23   little bit.  



            24            MS. DAWSON:  Sure.  



            25            So -- Julia Dawson, Public Works.  
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             1            So we had provided this table for the Rate Board 



             2   Members at the last hearing (indicating).  



             3            And what it does is kind of walk you through three 



             4   different scenarios of a sample rate structure in the case of 



             5   the residential rates, which starts at the one unit and then 



             6   the two unit and eventually the apartment rates.  



             7            The reason it's a little tricky to look at apartment 



             8   rates -- and that's actually true for all service -- is it's 



             9   really driven by what your service is.  



            10            So depending on how many bins you have and how many 



            11   residential units you have, that's going to result in 



            12   slightly different costs.  



            13            But what I did, in the apartment rates, is just show 



            14   you one sample scenario for a six-unit building.  



            15            And basically, what happens is there is a fixed 



            16   charge that's smaller, but there are resulting volumetric 



            17   changes that are identical.  



            18            And then there's a diversion discount that's 



            19   applied.  



            20            When we looked at the rate structures and compared 



            21   one unit, two to five, and then six-plus, the tricky part is 



            22   because they don't have exactly the same rate pattern, the 



            23   distribution of the effective increase varied, meaning in the 



            24   six-plus units, the distribution was a lot tighter to the 



            25   average rate increase, around 16.4.  
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             1            So for the apartment buildings, you see less 



             2   variation.  



             3            For the one units and then the two to fives, you saw 



             4   a greater impact to the fixed charge because of the shift, 



             5   which is why, when the Director, in the Recommending Reports, 



             6   he moderated the increase to the fixed charge to try to 



             7   equalize more, between all three rate structures, what the 



             8   impact would be.  



             9            And to also allow customers to be able to control 



            10   their costs more by putting a little more cost on the 



            11   volumetric and a little less on the fixed charge.  



            12            MR. EGAN:  What's the rationale -- if I'm reading 



            13   this correctly -- for a one-unit building, their $15 fixed 



            14   charge -- sorry -- yes, that's correct, and the same for a 



            15   two to five -- it's also $15 per unit -- 



            16            MS. DAWSON:  Uh-huh.  



            17            MR. EGAN:  -- and it's $5 per unit for apartments.  



            18            What -- what is the rationale for that?  



            19            MS. DAWSON:  I think it's just a question of 



            20   different structures.  



            21            The six-plus units mimic the commercial structure  



            22   more and there's a lot more volume.  



            23            MR. EGAN:  Okay.  



            24            MS. DAWSON:  And so what essentially happened in the 



            25   six-plus is the diversion discount changed.  So it used to   
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             1   be the floor with which you would receive a discount was    



             2   15 percent.  



             3            What's happened is that floor has been raised to 25.  



             4   But there also used to be a cap on how much you could 



             5   achieve.  



             6            And so the cap was lifted, but the floor was raised.  



             7            So that ended up in achieving a rate increase that 



             8   was quite comparable to the average for both the one unit and 



             9   the two to five.  



            10            So it's not -- I think you have to be careful not to 



            11   be too keyed on the amount of the unit charge.  You need to 



            12   look at the entire rate structure holistically, because 



            13   they're not computed the same and they -- they were changed 



            14   in different ways.  



            15            But the goal was to achieve as many Rate Payers as 



            16   possible to be as close to the average increase as possible.  



            17            That was the principle that we looked at in 



            18   evaluating Recology's proposal and then recommending the 



            19   rates that we did.  



            20            MR. EGAN:  Is it fair to conclude, though, that the 



            21   average apartment increase is lower than the lower increase 



            22   for a single-family and two- to five-unit buildings?  



            23            MS. DAWSON:  No, because the majority of the Rate 



            24   Payers are in the one unit, and the one units are a very 



            25   close distribution to the average.  
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             1            Where you're seeing the greater impact is in the two 



             2   to five units, which we spoke to a little bit, because the 



             3   reality of having a smaller fixed charge -- again, John 



             4   Porter can come up and talk about the rate structure, as 



             5   well.  



             6            But the reality of that fixed charge, which reflects 



             7   cost of service, is that with such a small fixed charge and 



             8   higher volumetric charges on trash, in effect, the two to 



             9   five units were a lot less expensive on a per-unit basis than 



            10   the other Rate Payers.  



            11            So when Mr. Haley, in the last hearing, was talking 



            12   about distributions, in effect, any rate structure can't 



            13   achieve a perfect distribution.  You try to be as close as 



            14   you can, with as many Rate Payers as possible in the average, 



            15   but you're going to end up with some outlier distributions.  



            16            MR. PORTER:  John Porter, Group Controller for 



            17   Recology.  



            18            One thing I'd like to add -- and I think what     



            19   Ms. Dawson said was completely accurate, but also worth 



            20   noting, that the apartment structure, which is the six units 



            21   to 600 rooms, has two fixed costs for recovery mechanisms.  



            22            One is the diversion discount floor.  So the first 



            23   25 percent of your costs are being recovered through that 



            24   diversion discount floor.  



            25            And so that's one element of our fixed-costs 
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             1   recovering mechanism for apartments, whereas a residential 



             2   rate structure does not have that diversion discount floor.  



             3   And therefore, all of our fixed costs must be recovered 



             4   through that unit charge.  



             5            And therefore, since we have two mechanisms, one 



             6   being the unit charge on the apartment side and the diversion 



             7   discount floor -- we have those two mechanisms, and 



             8   therefore, our unit charge on a per-unit basis is lower on 



             9   the apartment side.  



            10            The key is to get our fixed-costs recovery as close 



            11   as possible to that, you know, 50 to 60 percent that we saw 



            12   on Exhibit 43, prepared by Harmony & McKenna.  



            13            MR. EGAN:  Okay.  Thank you.  



            14            MR. CARLIN:  Ms. Dawson?  



            15            MS. DAWSON:  Sure.  



            16            MR. CARLIN:  So we've heard a lot of testimony about 



            17   the two- to five-unit buildings and the one-unit buildings.  



            18            I'm just looking at your chart, and it looks like 



            19   the one-unit building, besides the fixed charge, mimics 



            20   exactly, sort of on the volumetric side, what a one-unit 



            21   building would pay.  



            22            Can you shine a little bit more light on the fixed 



            23   charge for the multi -- the two- to five-unit building?  



            24            MS. DAWSON:  Meaning that -- so why we would have 



            25   such a higher fixed charge?  
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             1            MR. CARLIN:  Yes.  



             2            MS. DAWSON:  Because it's on a per-customer basis.  



             3            So if you think about it in the single-family home, 



             4   you have a customer in a home.  On a multi-unit, you have 



             5   multiple customers all producing a waste stream.  



             6            And Recology has fixed costs of collection and 



             7   processing that are addressed really by customer, not -- not 



             8   so much by building.  



             9            So we're really trying to move towards cost of 



            10   service by having all customers support that roughly        



            11   60 percent of expense for the entire system of collection and 



            12   processing, not -- not just on a structural basis -- a 



            13   structure basis.  



            14            MR. CARLIN:  Okay.  



            15            THE CHAIR:  Any other questions for Ms. Dawson?  



            16            So with respect to the second grouping -- I 



            17   apologize.  



            18            MS. DAWSON:  Just one other thing, which Mr. Haley 



            19   was interested in me mentioning, is there is still an 



            20   efficiency advantage to being in a multi-unit building -- and 



            21   we talked a little bit about this, in terms of bin sharing.  



            22            And the rate process is allowing customers to go 



            23   down to lower minimum costs of service for trash.  So it's 



            24   moving from 32 gallons to 16.  



            25            And so that also provides the greater ability for 
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             1   multi-unit buildings to share bins and thus reduce their 



             2   overall costs even with the higher unit charge.  



             3            MR. CARLIN:  So what you're saying is basically a 



             4   two-unit building could have one single set of bins?  



             5            MS. DAWSON:  Yes.  



             6            MR. CARLIN:  Okay.  



             7            THE CHAIR:  Did the Department want to anything or 



             8   -- okay.  



             9            Then do I have a motion with respect to the second 



            10   grouping, which is Objections No. 52 and --



            11            MR. CARLIN:  Were you going to say something?  



            12            THE CHAIR:  Yes.  



            13            So then do I have a motion with respect to the 



            14   second grouping, which is:  Rate increase is higher for 



            15   apartment owners with two- to five-unit buildings?  



            16            Again, that's Objections No. 52 and 53.  



            17            MR. EGAN:  I believe, based on what we've heard, 



            18   that the -- while the rate increase does appear to be higher 



            19   for some two- to five-unit buildings, it is moving towards an 



            20   equitable distribution between single family and two to five.  



            21            And as we've just heard, although at first glance, 



            22   it may look like apartments are paying less, that's not 



            23   necessarily true.  



            24            So therefore, in terms of the equity of two- to 



            25   five-unit buildings versus others, I -- I agree with the 
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             1   Objection, but I don't think it's unfair or unjust.  



             2            And therefore, I would move to reject it.  



             3            MR. CARLIN:  And I will second that.



             4            THE CHAIR:  All in favor?  



             5            ALL MEMBERS:  Aye.  



             6            THE CHAIR:  Okay.  It's three to zero, denying the 



             7   second grouping of Objections, 52 and 53.  



             8            The third grouping of Objections:  That the base 



             9   service charge is too high.  



            10            That's Objections 4, 5, 22, 24, 31, 38, and 45.  



            11            And Ms. Stark, I'll say that for your benefit again.  



            12            Objections 4, 5, 22, 24, 31, 38, and 45.  



            13            And I think -- with this, also, by incrementally 



            14   increasing the unit charge, I do think the City is 



            15   appropriately moving towards better aligning the rates with 



            16   fixed-cost components of residential apartment services.  



            17            And you know, the proposed rate structure with a 



            18   higher unit charge also mitigates the impact of the declining 



            19   trash volumes on Recology's total revenues.  



            20            And you know, as we move toward -- move closer to 



            21   our goal of Zero Waste and continue to incentivize recycling 



            22   and composting, this does -- I -- this does make sense to me.  



            23            So for that reason, I do not think that the base 



            24   service charge is too high or that it's unjust or 



            25   unreasonable.  
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             1            MR. CARLIN:  I find that to be true, as well.



             2            MR. EGAN:  I agree.  



             3            THE CHAIR:  So do I have a motion?  



             4            MR. CARLIN:  I will make the motion to reject the 



             5   Objection.  



             6            THE CHAIR:  I second.  



             7            All -- all in favor?  



             8            ALL MEMBERS:  Aye.  



             9            THE CHAIR:  Okay.  Moving on to the fourth grouping:  



            10   Rate increase is unfair to single-family residences and two- 



            11   to five-unit buildings.  



            12            And this is Objections 6, 7, 11, 19, 25, 32, 39, and 



            13   46.  



            14            MR. CARLIN:  So if I understand this correctly, 



            15   we've already denied for the two- to five-unit buildings, and 



            16   now we're asking for a combination of the two.  



            17            And I don't find them to be out of line at this 



            18   point.  



            19            So I would make a motion to deny the Objection.



            20            MR. EGAN:  I would second.  



            21            THE CHAIR:  All in favor?  



            22            ALL MEMBERS:  Aye.  



            23            THE CHAIR:  Those Objections are denied three to 



            24   zero.  



            25            Fifth grouping:  Cost-of-living adjustment not 
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             1   justified.  



             2            And that's Objections No. 8 and 20.  



             3            And I -- you know, I agree that using COLA, 



             4   cost-of-living increases, in utility rate making is a 



             5   standard practice, and I do find that reasonable.  



             6            So I would be inclined to also reject these 



             7   Objections.  



             8            MR. EGAN:  I agree.  



             9            I think there's documented, extensive study in this 



            10   process, and it's very reasonable.  



            11            So I would move to reject it, as well.



            12            MR. CARLIN:  I'll second.  



            13            THE CHAIR:  All in favor?  



            14            ALL MEMBERS:  Aye.



            15            THE CHAIR:  Those Objections are denied three to 



            16   zero.  



            17            The sixth grouping:  Abandoned Materials Program 



            18   should not be in the rates.  



            19            That's Objections 13, 30, 37, 44, and 51.  



            20            And that's 13, 30, 37, 44, and 51.  



            21            I -- I feel that this program is to the benefit of 



            22   all Rate Payers.  I think we all have a shared interest in 



            23   continuing the program.  



            24            And I think it's wholly appropriate to include them 



            25   in the rates, this -- the cost of this program in the rates.
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             1            MR. CARLIN:  And this was something that we 



             2   discussed last time rates came up.  



             3            And we sent some metrics associated with that, and I 



             4   think they met the metrics.  And I think it's a service that 



             5   people are expecting now.  



             6            So I would deny this Objection.



             7            THE CHAIR:  Second -- or I'm sorry.  



             8            Is that a motion?  



             9            MR. CARLIN:  It's a motion to deny the Objection.  



            10            THE CHAIR:  I second.



            11            All in favor?  



            12            ALL MEMBERS:  Aye.



            13            THE CHAIR:  Moving on to the eighth grouping:  More 



            14   information is needed on Recology's costs.  



            15            And this is Objections 14 -- 



            16            (Remarks outside the record.)



            17            THE CHAIR:  Oh, I'm sorry; forgive me.  



            18            The seventh grouping -- thank you -- Zero Waste 



            19   incentive rebates -- fund rebates have been misapplied.  



            20            And this is Objections 20, 30, 37, 44, and 51.  



            21            And I -- I didn't quite understand the basis of this 



            22   argument; I -- I don't find it compelling.  



            23            MR. EGAN:  I think we've heard from Public Works 



            24   staff that the rebates are being applied for the benefit of 



            25   Rate Payers.  
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             1            That's appropriate, and I would move to reject this.



             2            MR. CARLIN:  I'll second that.  



             3            THE CHAIR:  All in favor?  



             4            ALL MEMBERS:  Aye.



             5            THE CHAIR:  The Objection is denied three to zero.  



             6            The eighth grouping:  More information needed on 



             7   Recology's costs.  



             8            And this is Objections 14, 21, 28, 35, 42, and 49.  



             9            And I think that the record reflects quite the 



            10   opposite, that this really was extensively reviewed by Public 



            11   Works staff, Department of the Environment staff.  



            12            As I indicated earlier, I do feel like -- the Rate 



            13   Application and Recology's costs were also audited.  And I 



            14   feel like it was done through a very careful review.  



            15            MR. EGAN:  I agree.  



            16            And I believe if we rejected the first set, which 



            17   dealt with the overall costs being too high, this is -- 



            18            (Remarks outside the record.)



            19            MR. EGAN:  I think this is very closely associated 



            20   with that.  



            21            So I would agree with that.  



            22            MR. CARLIN:  I'll make the motion to deny the 



            23   Objection.  



            24            MR. EGAN:  Second.  



            25            THE CHAIR:  All those in favor?  
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             1            ALL MEMBERS:  Aye.



             2            THE CHAIR:  The proposal fails -- oh, I'm sorry.  



             3            We reject those Objections three to zero.  



             4            On the issue of costs, though, I will say:  The 



             5   labor costs -- and I'm all in favor of, you know, making sure 



             6   that people have a living wage.  



             7            And I -- I appreciate that Recology does make, you 



             8   know, tremendous effort to hire locally.  



             9            I'll just say:  The next time you go to the 



            10   bargaining table, you can say that the Rate Board expressed 



            11   concerns about the significant costs that Rate Payers are 



            12   bearing.  



            13            And that's all I'll say.  



            14            The 10th grouping:  Blue and green bin charges 



            15   generate revenue to cover costs --



            16            (Remarks outside the record.)



            17            THE CHAIR:  Okay.  The ninth grouping:  Impact of 



            18   Zero Waste incentives on trash pickup.  



            19            This is Objection No. 21.  



            20            (Remarks outside the record.)



            21            THE CHAIR:  Yeah, I didn't understand what -- the 



            22   argument based on the Department of Public Health and 



            23   Planning.  



            24            MR. CARLIN:  So if I read this correctly, there's no 



            25   ruling that trash must be picked up each week if residents 
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             1   have no trash to pick up.  



             2            In other words, they -- they're paying if they have 



             3   no trash.  



             4            MR. EGAN:  Well, this is something we talked about 



             5   on Friday, as to how delivery might change in the future -- 



             6            MR. CARLIN:  Right.  



             7            MR. EGAN:  -- as more -- less and less trash is 



             8   generated.  



             9            But I think we had a thorough discussion, and it 



            10   doesn't make sense to do this.  



            11            MR. CARLIN:  I agree, and I make a motion to deny 



            12   the Objection.  



            13            MR. EGAN:  Second.  



            14            THE CHAIR:  And I would just like to say -- and I 



            15   will also vote to reject it, just contingent on Recology 



            16   committing and the Department of the Environment committing 



            17   to continue to look at a program where you do take into 



            18   consideration those individuals with less trash.  



            19            MR. PILPEL:  "Generation."



            20            THE CHAIR:  I'm sorry?  



            21            MR. CARLIN:  Less trash generation.  



            22            THE CHAIR:  "Less trash generation."



            23            So I'm sorry.  



            24            All those in favor?  



            25            ALL MEMBERS:  Aye.
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             1            THE CHAIR:  Okay.  The 10th grouping:  Blue and 



             2   green bin charges generate revenue to cover costs.  



             3            And that's Objections 28, 35, 42, and 49.  



             4            And we also discussed this on Friday, just 



             5   confirming with the Department, they did, in fact, take into 



             6   consideration revenues that are generated from recycling.  



             7            And that that was considered in determining what 



             8   that appropriate increase would be.  



             9            MR. CARLIN:  I would concur that in part of the rate 



            10   model they presented in their application is that revenue 



            11   that is generated is actually applied back to the benefit of 



            12   the residents.  



            13            MR. EGAN:  I actually wouldn't mind another round on 



            14   this discussion, perhaps with Ms. Dawson or someone else from 



            15   the Department, just about the question of the change in the 



            16   black bin rates versus the change in the blue and green 



            17   rates, and what was the thinking behind it.  



            18            MS. DAWSON:  Okay.  Let's see if I can try to answer 



            19   the question.  



            20            MR. EGAN:  I'm looking at your statements, so --



            21            MS. DAWSON:  Right.  



            22            You know, what we have done -- so there's a cost to 



            23   processing all the waste streams.  And as Mr. Carlin pointed 



            24   out, they're -- they do apply all the revenues for recycling 



            25   to the benefit of Rate Payers.  
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             1            But what we did do in the structure is still try to 



             2   maintain an incentive to not completely reduce recycling and 



             3   composting.  



             4            So there's that 2-to-1 ratio between trash and 



             5   recyclables and compostables.  



             6            MR. EGAN:  Right.  



             7            MS. DAWSON:  And that is so that the rate structure 



             8   still does give an incentive to move away from trash and 



             9   towards, you know, more sustainable methods of -- of 



            10   disposal.  



            11            MR. EGAN:  Right.  



            12            So when we talk about moving towards rates 



            13   reflecting costs, that's why those -- you know, there isn't a 



            14   12-to-1 ratio as there was previously, in fact?  



            15            MS. DAWSON:  Right.  



            16            I mean, what we're really trying to recognize in 



            17   increasing the cost of recyclables and compostables is 



            18   there's a cost of collection and a cost of processing.  



            19            And in fact, some of the programmatic changes that 



            20   we talked about briefly on the collection side are really 



            21   being driven by consumer behavior in greater volumes in 



            22   recycling as people shift away from trash.  



            23            So they're -- these increase in costs reflect the 



            24   reality that those streams have a cost, as well.  



            25            And it also kind of equalizes the revenue streams 
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             1   for Recology, recognizing that there's a significant cost to 



             2   collect and process these streams.  



             3            MR. EGAN:  Okay.  Thank you.  



             4            THE CHAIR:  Do I have a motion on the 10th grouping, 



             5   which is Objections 28, 35, 42, and 49?  



             6            MR. EGAN:  I will move to reject it.  



             7            MR. CARLIN:  I'll second.  



             8            THE CHAIR:  All those in favor?  



             9            ALL MEMBERS:  Aye.  



            10            THE CHAIR:  And those Objections are rejected three 



            11   to zero.  



            12            The 11th grouping:  Landfill Agreement is too long.  



            13            And that's Objection No. 10.  



            14            So as noted in Mr. Nuru's Response, California law 



            15   requires each county to have and provide a strategy for 



            16   obtaining 15 years of disposal.  



            17            I think to the extent that -- it should be a 



            18   contract agreement of a longer term.  So I think that's 



            19   wholly appropriate.  



            20            So I would move to reject this Objection No. 10.  



            21            MR. EGAN:  Second.  



            22            THE CHAIR:  All those in favor?  



            23            ALL MEMBERS:  Aye.  



            24            THE CHAIR:  Three to zero.  



            25            The 12th grouping:  Recology's use of routing 
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             1   equipment for enforcement.  



             2            That's Objection No. 15.  



             3            MR. CARLIN:  This -- this one covered lots of 



             4   things.  



             5            (Remarks outside the record.)



             6            MR. CARLIN:  I'm sorry.  



             7            We talked about this on Friday:  How do you catch 



             8   people that are taking things that should go in the black bin 



             9   and putting them in the blue bin, contaminating the recycling 



            10   material?  



            11            There's also -- we talked about that.  



            12            And there's a whole process of program in place to 



            13   -- to educate the customer about how properly to put things 



            14   into the right bin.  But also, it takes into account that 



            15   some people may, you know, put things in and contaminate the 



            16   recycled material.  



            17            So I was happy with the answer on Friday.  



            18            I reject this Objection -- I make a motion to reject 



            19   the Objection.



            20            THE CHAIR:  Okay.  I do have just one question -- 



            21   and I agree it makes sense to me to have -- you know, to 



            22   ensure that we're auditing bins.  



            23            So I notice, though, it said, "Customers causing 



            24   egregious contamination have also received financial 



            25   penalties for many years."
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             1            Can you help me understand -- is this like big 



             2   corporations or --



             3            MR. HALEY:  Good morning.  



             4            Robert Haley, Department of the Environment.  



             5            Yes, it's been primarily very large commercial 



             6   accounts; in some cases, very large apartment accounts.  It's 



             7   really a way to get the management's attention.  



             8            So if there's a lot of contamination, they get a 



             9   letter saying that there's a lot of contamination, and they 



            10   will face a higher rate if they don't help clean it up.  



            11            And usually, they respond appropriately and contact 



            12   us in Recology and work to improve the building performance.  



            13            THE CHAIR:  And then just to speak clear and to 



            14   confirm:  So with respect to those smaller residential, 



            15   where, you know, it's just -- maybe just a matter of 



            16   education, that's the approach you'll be taking?  



            17            It's not like you're going out and auditing bins and 



            18   slapping them with huge penalties; it's a more measured, 



            19   reasonable approach?  



            20            Right?  



            21            MR. HALEY:  That's correct.  



            22            And I would say, you know, probably as far as we go 



            23   with the small generators, like the single family, is if 



            24   they're consistently contaminating the recycling or compost, 



            25   then they we would charge that as trash.  
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             1            So it would be twice the price, because it really is 



             2   trash at that point and needs to be landfilled.  



             3            THE CHAIR:  Okay.  Thank you.  



             4            So I'm in support of rejecting -- I propose we 



             5   reject this Objection, which is Item No. 15.



             6            MR. CARLIN:  I'll second.  



             7            THE CHAIR:  All those in favor?  



             8            ALL MEMBERS:  Aye.  



             9            THE CHAIR:  The Objection is rejected three to zero.  



            10            The 13th grouping:  Lack of outreach.  



            11            That's Objection No. 23.  



            12            And this one, I also disagree with.  



            13            I think -- the Rate Payer Advocate, Ms. Dilger, I 



            14   think did a tremendous job of making sure that the public was 



            15   adequately notified of the proposed rate increase and the 



            16   application.  



            17            And I agree with that Ms. Dawson, that to the extent 



            18   they had such a significant turnout, I think that does speak 



            19   to their outreach efforts.



            20            And I do appreciate that this particular round, 



            21   individuals who, you know, don't -- whose language is other 



            22   than English were also notified, and they did take that into 



            23   consideration.  



            24            So I would be inclined to reject this Objection.  



            25            MR. EGAN:  Second.  
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             1            THE CHAIR:  All those in favor?  



             2            ALL MEMBERS:  Aye.  



             3            THE CHAIR:  The Objection is rejected three to zero.  



             4            The 14th grouping, and that is:  Landlords cannot 



             5   pass through the rate increases.  



             6            And that's Objections No. 18, 26, 33, 40, and 47.  



             7            MR. EGAN:  It's true; we've heard testimony that 



             8   that's correct.  



             9            Unfortunately, it's not something that we can 



            10   control; it's the Rate Board.



            11            THE CHAIR:  Right, depending on when the building 



            12   was constructed.  



            13            MR. EGAN:  Right, depending on when the building was 



            14   constructed.  



            15            So I don't view this as something that we can 



            16   affect, and I would move to reject it.



            17            THE CHAIR:  I second.  



            18            All those in favor?  



            19            ALL MEMBERS:  Aye.  



            20            THE CHAIR:  Objection -- those Objections's are 



            21   rejected three to zero.  



            22            The 15th grouping:  Recology is a monopoly.  



            23            That's Objections 29, 36, 43, and 50.  



            24            And I --



            25            MR. EGAN:  Does everyone agree with -- 
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             1            MR. CARLIN:  Yeah.  



             2            Well, they're a monopoly that operates under a 



             3   Franchise Agreement, since 1932.  



             4            So until that Franchise Agreement is changed and 



             5   competition is brought in, they operate as they do.  



             6            MR. EGAN:  Again, I don't -- I don't think this 



             7   affects the rates or our decision.  



             8            So I would move to reject it.



             9            MR. CARLIN:  Second.  



            10            THE CHAIR:  All those in favor?  



            11            ALL MEMBERS:  Aye.  



            12            THE CHAIR:  Those Objections are rejected three to 



            13   zero.  



            14            Grouping 16:  No senior discount.  



            15            That's Objection No. 9.  



            16            And I -- as noted, I think in Mr. Nuru's -- Director 



            17   Nuru's Response, there's no age-based discount, but there is 



            18   one based on income.  



            19            And I don't think it would be appropriate 



            20   necessarily to make -- I don't think it would be appropriate 



            21   to base rates based on age.  



            22            So I would be inclined to reject that.



            23            MR. CARLIN:  In most utility practice, there is an 



            24   income-based discount.  



            25            And so I would agree with you on that factor and not 
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             1   an age discount.  



             2            MR. EGAN:  I would agree.  



             3            THE CHAIR:  Okay.  So do I have a motion?  



             4            MR. CARLIN:  I'll make the motion to reject.  



             5            MR. EGAN:  Second.  



             6            THE CHAIR:  All those in favor?  



             7            ALL MEMBERS:  Aye.  



             8            THE CHAIR:  That Objection is rejected three to 



             9   zero.  



            10            The 17th grouping:  Variable charges are too high.  



            11            That's Objections 27, 34, 41, and 48.  



            12            MR. EGAN:  Again, I think this is another one where, 



            13   if we don't believe the costs are too high, we'd -- the 



            14   variable costs are too high, we'd reject on the same basis.  



            15            So I move to reject.  



            16            THE CHAIR:  I second.  



            17            All those in favor?  



            18            ALL MEMBERS:  Aye.  



            19            THE CHAIR:  And again, Objections 27, 34, 41 and 48 



            20   are rejected.  



            21            The 18th grouping:  Minimum service and frequency of 



            22   collection.  



            23            That's Objections 12, 27, 34, 41, and 48.  



            24            MR. EGAN:  Well, this is one we also discussed at 



            25   length on Friday.  
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             1            And you know, this is something that they're looking 



             2   at, and things are moving, obviously, with the reduced bin 



             3   size.  And I think we would like people to consider how this 



             4   can be adjusted in the future, particularly around -- well, 



             5   both of the issues of minimum service and frequency of 



             6   collection.  



             7            But I think, based on what we heard on Friday, I'm 



             8   comfortable with the decisions that have been made this time 



             9   around.  



            10            And I would -- I would make a motion to reject 



            11   these.  



            12            MR. CARLIN:  I second.  



            13            THE CHAIR:  All those in favor?  



            14            ALL MEMBERS:  Aye.  



            15            THE CHAIR:  Those Objections are rejected three to 



            16   zero.  



            17            Okay.  So now we found ourselves moving on.  



            18            So in summary, I'd just like to -- it looks like  



            19   the Rate Board has voted three to zero to reject all of the 



            20   53 Objections.  



            21            Moving on now to the matter of the order -- and 



            22   again, Mr. Russi was kind enough to prepare a shell document 



            23   to help us structure our discussions.  



            24            Ms. Dawson, could I ask you:  So the contingent -- 



            25   the contingencies, the two, that's not included in the       
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             1   20 percent; correct?  



             2            So it could be actually -- the contingent increases 



             3   would be on top of the proposed increases of the -- am I 



             4   correct on that?  



             5            MS. DAWSON:  That is correct, if they come to be 



             6   submitted, which is an "if."  



             7            In the last rate process, we had a Contingent 



             8   Schedule that didn't occur.  So there is some uncertainty 



             9   around whether they will be triggered, in terms of timing, in 



            10   the next Rate Application, and the viability of some of the 



            11   pilots.  



            12            So there's a trash-processing pilot.  So depending 



            13   on how that works, that will have bearing on whether or not 



            14   one of the two Contingent Schedules would move forward, for 



            15   example.  



            16            MR. EGAN:  I have a question on that, and I don't 



            17   know if it's for you or for the City attorney.  



            18            In the second order, "Whereas the Director of Public 



            19   Works has also found in his report that it is just and 



            20   reasonable to approve further increases in collection rates, 



            21   contingent on Recology's future investments in capital 



            22   improvements for an Integrated Materials Recovery 



            23   Facility" -- 



            24            (Remarks outside the record.)



            25            MR. EGAN:  -- "capital improvements for an 











�





                                                                          160





             1   Integrated Materials Recovery Facility, IMRF, and 



             2   trash-processing facility."  



             3            So my question is:  Are we -- if -- were we to 



             4   approve this order, would that authorize these increases if 



             5   the conditions in your report are met?  



             6            MS. DAWSON:  Yes.  



             7            If -- if they meet the conditions -- if they submit 



             8   the Contingent Schedule request and they meet all the 



             9   conditions within it.  



            10            But remember, they are capped at what they've 



            11   already proposed in -- and that has been extensively 



            12   reviewed -- in the Rate Application, with a lot of other 



            13   conditions placed upon them, in terms of having to verify 



            14   that they will achieve their diversion objectives for the 



            15   amount of money that would be able to invest and then assess 



            16   back to the Rate Payers.  



            17            MR. EGAN:  And just for the record, could you tell 



            18   us what those additional rate increases would be for each 



            19   one?  



            20            MS. DAWSON:  I have to go -- I do have that.  I have 



            21   to go pull it up.  



            22            MR. EGAN:  Sure.  



            23            MS. DAWSON:  Hang on.  



            24            (Remarks outside the record.)



            25            THE CHAIR:  And then -- so maybe, then, it would be 
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             1   helpful for the record, as well, just to have Ms. Dawson kind 



             2   of go through the two contingent -- you do cover it very 



             3   extensively in the Staff Report.  



             4            But I'm thinking, just for a matter of record and to 



             5   educate the members of the public here today, help us 



             6   understand what those two -- 



             7            MR. CARLIN:  "Contingent Schedules."



             8            THE CHAIR:  -- Contingent Schedules.  



             9            And Mr. Pilpel, is this the notice that you were 



            10   asking -- because I know that the notice is required to be 



            11   posted on the website.  



            12            But is this what you're asking to be informatively 



            13   noticed about?  



            14            MR. PILPEL:  Yes, for both.  



            15            THE CHAIR:  Okay.  



            16            MS. DAWSON:  Okay.  So the increases are actually 



            17   described in the Public Works Order 185970, which is at the 



            18   end of the Director's report.  



            19            And what, in effect, happens is they adjust the tip 



            20   fee, and then that tip fee flows through to the cost of 



            21   collection.  



            22            So you can see that the IMRF would result in an 



            23   additional 5 percent, and the trash processing, 7.13 percent.  



            24            (Remarks outside the record.)



            25            MS. DAWSON:  Right, at Recology San Francisco.  
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             1            And then that cost flows through to the cost of 



             2   collection.  It's a cascading structure.  



             3            MR. EGAN:  Right.  



             4            But it doesn't flow through as an additional       



             5   12 percent to the Rate --



             6            MS. DAWSON:  No, no; right.  



             7            But it's -- it's calculated at our -- at Recology 



             8   San Francisco -- 



             9            MR. EGAN:  Sure, sure.  



            10            MS. DAWSON:  -- which is what makes it a little 



            11   confusing.  



            12            MR. EGAN:  Okay.  Could you tell us how much it 



            13   would flow through to the Rate Payer?  



            14            MS. DAWSON:  Okay.  So we have -- it's 1.9 percent 



            15   at the IMRF, and 2.7 for the trash processing.  



            16            MR. CARLIN:  But there's also an increase in the tip 



            17   fee?  



            18            MS. DAWSON:  The increase in the tip fee is implicit 



            19   in those percentages.  



            20            So the -- the order has to -- had to validate the 



            21   tip fee because that's where the costs come in.  



            22            MR. CARLIN:  Right.  



            23            MS. DAWSON:  But in terms of the ultimate effect to 



            24   the Rate Payer, it's seen in the collection rates themselves.  



            25            So if you look at the Director's Report on       
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             1   page 13 -- 



             2            MR. CARLIN:  Right.  



             3            MS. DAWSON:  -- it describes that the tip fee 



             4   increases by 5.01 percent.  And then there's a corresponding 



             5   flow-through to the collection rates of 1.9.  



             6            And then this same material is on page 14 for trash 



             7   processing.  



             8            MR. EGAN:  And that is 1.9 percent each year?  



             9            MS. DAWSON:  Yes.  



            10            And once it's triggered, then it continues from that 



            11   point forward.  



            12            But it depends on when it's triggered; so it's 



            13   timing question.  



            14            MR. EGAN:  Right.  



            15            THE CHAIR:  Sorry.  



            16            So in the Staff Report, on the second page, just so 



            17   I'm clear on the members, it says the IMRF would be an 



            18   increase of 1.85 percent.  



            19            And then the processing equipment at the transfer 



            20   station would be 2.6 percent; right?  



            21            So that's the amount that would be felt by the Rate 



            22   Payer?  



            23            MS. DAWSON:  Right.  



            24            I have 1.9 and 2.7; likely rounding.  



            25            MR. CARLIN:  Yes.  
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             1            MS. DAWSON:  So just to speak to -- part of the 



             2   reason you're seeing the difference is because when -- every 



             3   time we had adjusted the rate structure, say between the 



             4   Staff Report and the Director's Recommendation, all those 



             5   percentages shift around a little bit.



             6            THE CHAIR:  Okay.  So could you -- I'm sorry.  



             7            If you could -- so the two contingencies, if you 



             8   could just, I guess, educate them to the public here on when 



             9   those get triggered.  



            10            I do -- I do have concerns about the notice, the 



            11   transparency of it, so people are aware.  



            12            So if you could -- if you could help -- 



            13            MS. DAWSON:  Sure.  



            14            THE CHAIR:  -- us understand what the two -- you 



            15   know, when they get triggered and what the mechanisms are and 



            16   the notice.  



            17            MS. DAWSON:  So the triggering process depends on 



            18   whether Recology is ready or not, which is why there's a 



            19   certain amount of uncertainty on the timing.  



            20            They have a projected schedule, but we're not sure 



            21   whether -- there are a variety of things that go into that, 



            22   whether there's costs.  



            23            And one of these requires them to move from one 



            24   location to the other.  



            25            But once Recology submits a proposal, then our 
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             1   proposal is to go ahead and post that information, which 



             2   would then be subject to a 30-day review.  



             3            And the -- we'd be perfectly happy noticing that in 



             4   any way that the Rate Board would want to see.  



             5            And then -- so that allows at least the public to 



             6   look more detailed at -- because a lot of the Contingent 



             7   Schedules are based on well-developed projects, but they're 



             8   still developing.  



             9            And there will be things that are likely a little 



            10   different, in terms of the detail, even though they're held 



            11   to the financial maximum that they submitted.  



            12            MR. EGAN:  I guess I have one more question on this 



            13   for Ms. Dawson.  



            14            As we think about what -- how we consider our move 



            15   on it, is there -- is there a particular advantage to, let's 



            16   say, the Rate Payers -- and let's assume that we love these 



            17   projects, we want to do them, and it works out.  



            18            Does it make sense to approve these now -- or why 



            19   does it make sense to approve these now rather than when 



            20   these things are no longer publicly contingent?  



            21            MS. DAWSON:  Well, part of the advantage is they are 



            22   projects that have already been well considered and vetted 



            23   and do support the City's goal of Zero Waste.  



            24            And so if they're in sufficient-enough development 



            25   to be put in as a contingent, it means they could be 
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             1   triggered without having to come back for a full-blown Rate 



             2   Application.  



             3            Really, that's the, I guess, advantage of doing that 



             4   rather than --



             5            MR. EGAN:  And is that the only alternative?  



             6            MS. DAWSON:  It would be.  



             7            It's either put it in the application now or trigger 



             8   a new application later with those costs included as being 



             9   proposed.  



            10            THE CHAIR:  Which takes about nine months to a year, 



            11   as we have seen.  



            12            MS. DAWSON:  That's -- yes, that is correct.  



            13            So, you know, in terms of advantage to the Rate 



            14   Payers, these facilities would achieve much better diversion 



            15   with the materials.  



            16            And so if they had been not well thought out and we 



            17   thought that they were not ready, we would not have proposed 



            18   them to move forward.  



            19            So there has been an extensive amount of 



            20   conversation and vetting of what the proposal is, and 



            21   acknowledgment that some of them may not go forward, 



            22   depending on whether they do make sense for the Rate Payers 



            23   and for diversion.  



            24            Anne has put together the potential schedule, which 



            25   might be helpful (indicating).  
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             1            One of the other things for the Rate Payer benefit 



             2   is they are sequenced.  So you cannot really -- once you 



             3   trigger one, you really can't do the next one because they -- 



             4   in order to do the next one, they have to free up the space 



             5   that the IMRF is currently occupying.  



             6            So there is kind of a need to do these in a 



             7   particular order.  



             8            MR. CARLIN:  Can I ask another question?  



             9            So these are capped.  



            10            So one of the key components in this is if it 



            11   exceeds the cap, then Recology could decide not to do it.  



            12            And how much contingency is based -- or is in the 



            13   contingency?  



            14            MS. DAWSON:  I would say that they are developed 



            15   in -- more than conceptual, but fully blown construction.  



            16            MR. CARLIN:  Right.  



            17            MS. DAWSON:  And so there certainly is a risk, and 



            18   Recology can decide it's comfortable with that and proceed 



            19   and try to descope or value engineer the project, or they can 



            20   hold it, or they can submit a new Rate Application if it's so 



            21   material.  



            22            And that -- if they also feel it's important for 



            23   their operations, then I think they would trigger a Rate 



            24   Application process at that time.  



            25            MR. CARLIN:  And I would assume that when you've 
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             1   shown the schedule that they've actually escalated this to 



             2   the midpoint of construction?  



             3            MS. DAWSON:  I would hope so.  



             4            They could speak to their -- to their costing 



             5   estimates better than I can.  



             6            MR. CARLIN:  Okay.  



             7            MS. DAWSON:  Can we please show the -- yeah.  



             8            I mean, I think it's -- it's their -- their risk.  



             9            They have actually -- I would say that they've been 



            10   very successful at developing projects that have stayed on 



            11   time and on budget.  



            12            So we have some reason to think that they did a good 



            13   job at due diligence and project management, and they can be 



            14   successful, at least with the projects in the nearer term.  



            15            I would say as you go out in time, there's always a 



            16   lot more uncertainty about whether or not the project values 



            17   are going to hold, I think especially because the second 



            18   Contingent Schedule is still very new technology that they're 



            19   exploring in a pilot that would -- if it is actually 



            20   supported in the base application.  



            21            THE CHAIR:  And I -- correct me if I'm wrong, I 



            22   think -- I read where Recology is probably going to have to 



            23   submit a new Rate Application anyway by 2020.  



            24            Is that --



            25            MS. DAWSON:  I think it depends on how well their 
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             1   assumptions hold up over time.  I mean, this Rate Application 



             2   was driven by a number of factors that I think are somewhat 



             3   unique in their size.  



             4            That being said, I went back and looked at 2013, and 



             5   you know, there is kind of a period of when the revenues that 



             6   are covered by the rates kind of erode over time, and 



             7   eventually that results in a reassessment.  



             8            So four to five years, if we're really lucky, I 



             9   would say.  



            10            THE CHAIR:  Okay.  Can you -- so the notice -- 



            11   because I'm all big on transparency.  



            12            So can you just help me, in terms of what the policy 



            13   is?  



            14            So you notice, on the website, that the 



            15   contingencies will be -- that they've been triggered.  



            16            And then what does that conversation look like?  Is 



            17   there a meeting with the public?  Do the public have an 



            18   opportunity to provide comment on it or --



            19            MS. DAWSON:  Well, I mean, that was the idea that -- 



            20   I mean, before these Contingent Schedules were put in, there 



            21   really wasn't any public notice or review.  



            22            And so in the Director's Report, Mr. Nuru wanted to 



            23   provide more transparency.  So this is actually a new 



            24   process.  



            25            That being said, I mentioned the Contingent 
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             1   Schedules that were approved in the last rate process were 



             2   never acted on.  So it may not come to pass.  



             3            But the idea was that at least the public would be 



             4   noticed of the moving forward of the project and have the 



             5   opportunity to at least review more detailed information on 



             6   what was being proposed.  



             7            THE CHAIR:  Thank you.  



             8            Okay.  So should there -- so if there's no further 



             9   questions, maybe we could go ahead and proceed to a 



            10   discussion about the proposed order.  



            11            So we -- it is our job here today to determine 



            12   whether to grant or to deny the application in whole or in 



            13   part, including the proposed uses of the Special Reserve 



            14   Fund, based on the evidence submitted during the Director's 



            15   hearings.  



            16            And again, we'll be voting by majority vote.  



            17            So I'll start off the conversation.  



            18            As I have -- I have said, I agree that 20 percent, 



            19   the proposed increase, is significant.  I don't think it's 



            20   unreasonable, unjust, or unfair.  



            21            I do think that it's in recognition of -- you know, 



            22   of fixed -- much of which is fixed operating costs.  



            23            And I do feel comfortable with the -- you know, the 



            24   limit on the amount of profit margin.  



            25            And you know, and I'm -- I also felt comfortable 
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             1   that the Public Works did a thorough job of ensuring that 



             2   that profit margin -- that profit margin was not based on 



             3   pass-throughs that are not otherwise permitted.  



             4            So at this time, I don't have any amendments to the 



             5   proposed order that Mr. Russi -- 



             6            MR. CARLIN:  So I guess we have to fill in the 



             7   blanks in the proposed order?



             8            THE CHAIR:  Well -- 



             9            MR. CARLIN:  But I would like to see a "Resolved" 



            10   about the notice requirements for the Contingent Schedules 1 



            11   and 2 placed into the "Resolved" section so we make sure that 



            12   we hear back about that.  



            13            I also would like to put in the "Resolved" section 



            14   that the Department of the Environment and the Department of 



            15   Public Works continue to look at what the future might bring 



            16   for San Francisco as we implement this Rate Schedule and some 



            17   of the projects come online and such, to address some of the 



            18   comments that were made both on Friday and today.  



            19            I think that's important so we start planning ahead 



            20   or casting a good fit.  



            21            THE CHAIR:  I'm sorry.  



            22            Would that be in the form of a -- how would that -- 



            23   would that be in the form of a report to the Rate Board?  



            24            MR. CARLIN:  I think -- I think this -- I don't 



            25   think it's in a report to the Rate Board as much as the -- 
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             1   when the next Rate Application comes in that the Department 



             2   of the Environment has -- and the Department of Public 



             3   Works has considered and thought about that over the next 



             4   couple of years and can provide a greater sort of detail or 



             5   vision of where we're headed, because it seems to me as we 



             6   get to -- you know, "I don't have a black bin at my house in 



             7   San Francisco anymore.  



             8            "I'd like to know what the future looks like.  



             9            "I don't need every-week trash pickup from my 



            10   recycling."  



            11            So it's not a public-health -- no longer a 



            12   public-health issue with the black trash; it's more along the 



            13   lines of:  What makes the most sense from a business 



            14   perspective?  



            15            And with that, I agree with the Chair's comments and 



            16   move forward.



            17            MR. EGAN:  I agree, as well.  



            18            THE CHAIR:  And -- I'm sorry.  



            19            Just so I'm understanding, it's further kind vetting 



            20   out the notice requirements.  



            21            And then also have to be addressed, at next Rate 



            22   Application, a report, presentation, or information from 



            23   Environment on kind of what the future of your trash for City 



            24   and -- 



            25            MR. CARLIN:  If we have no black bin, what does that 
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             1   mean?  



             2            THE CHAIR:  Okay.  I think Mr. Pilpel also requested 



             3   something about reporting; I didn't entirely understand.  



             4            Would you like to -- I'm happy to allow you to 



             5   expand upon that, if you'd like.



             6            MR. PILPEL:  Thanks, and I'll comment later as to 



             7   some other things with the Resolution.  



             8            But as to that specific question, in the Quarterly 



             9   Reports, if there could be a bit of narrative on the 



            10   container or bin migration to upsize and downsize, the status 



            11   of that; any obstacles to implementation.  



            12            The change -- the second item is the change in 



            13   routing and trucks, how that's progressing to implementation.  



            14            Any significant issues with recycling commodity 



            15   revenues -- that would be the third time -- given the market 



            16   conditions that I mentioned earlier.  



            17            And the fourth is those Contingent Schedules and 



            18   Implementation thereof, just where we are on those.  



            19            For the example, the Board Commission is supposed to 



            20   continue to take up the lease for Pier 96 in July, the ENA, 



            21   and the term sheet and all that.  



            22            So there are lots of steps, as we saw earlier, and 



            23   just where they are in the Quarterly Report.  



            24            Those are the four items.  



            25            THE CHAIR:  Okay.  I'd be inclined to have that be 
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             1   annual.  I don't know that we need that on a quarterly basis.  



             2            MR. PILPEL:  Well, some of those things may have -- 



             3   if there significant issues to report, given activities 



             4   during that quarter -- 



             5            THE CHAIR:  Right.  



             6            MR. PILPEL:  -- just a little narrative, not -- I'm 



             7   not asking for a whole report.  



             8            Thanks.  



             9            THE CHAIR:  Ms. Dawson?  



            10            MS. DAWSON:  If I may, on page 22 of the Director's 



            11   Report, he has actually recommended an adjustment to the 



            12   reporting.  



            13            And I think we'd be happy to include Mr. Pilpel's 



            14   interests in that.  



            15            But we're already planning to do a lot of 



            16   improvement, just based on what we found in the review of the 



            17   application this time around, information we need to 



            18   normalize, the submittal structure which we think needs 



            19   updating.  



            20            So there's going to be a -- quite a bit of process 



            21   improvement in that area.  And we're happy to incorporate his 



            22   requests, if that is what you would like.  



            23            MR. CARLIN:  Thank you.  



            24            THE CHAIR:  And not part of the order, but if I 



            25   could just request if you affirmatively also notice members 
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             1   of the public that were here today of the -- you know, if the 



             2   contingency does get triggered, if you could provide them 



             3   with notice on that and the opportunity to weigh in.  



             4            And also not part of the order, but just to 



             5   reiterate from the discussion on Friday about making sure 



             6   that there's notice to Recology's website and Environment's 



             7   website, if there's a vacant unit, how to go about requesting 



             8   how that -- to have that exempted from having to pay.  



             9            Okay.  With that --



            10            MR. EGAN:  Are we talking about amendments to the 



            11   Resolution?  



            12            THE CHAIR:  My last -- those last two comments were 



            13   not -- 



            14            MR. EGAN:  Okay.  



            15            THE CHAIR:  -- a proposed amendment to the 



            16   Resolution, the notice and information on the website.  



            17            That's just a -- just a request on my part.  



            18            MR. EGAN:  Okay.  



            19            THE CHAIR:  Okay.  So with that, do I have a motion?  



            20            MR. RUSSI:  So what -- I'm not clear what you're 



            21   amending to the Resolution -- what changes you're making to 



            22   the Resolution.  



            23            MR. EGAN:  Michael wanted to add a -- 



            24            THE CHAIR:  So there's -- 



            25            MR. RUSSI:  I'll just go by Mr. Carlin, who urged 
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             1   the Department of the Environment and Public Works, in 



             2   connection with the next Rate Application and until the next 



             3   Rate Application, to continue considering looking into the 



             4   future of trash for the City?  



             5            THE CHAIR:  I didn't understand that to be a 



             6   requested amendment to it.  



             7            I just thought I heard Mr. Carlin say that he just 



             8   wants them to present on that when they come forth again with 



             9   another Rate Application.  



            10            MR. CARLIN:  That's fine, yes.  



            11            MR. RUSSI:  Not part of the Resolution?  



            12            MR. CARLIN:  Don't need to be -- I agree we don't 



            13   need to make it part of the Resolution.  



            14            MR. RUSSI:  Okay.  



            15            THE CHAIR:  I have no proposed amendments for the 



            16   Resolution.  



            17            MR. RUSSI:  Okay.  So then on page 2 of the 



            18   Resolution, that the yellow highlighted part, the first part, 



            19   would say, "Whereas the members of the Rate Board unanimously 



            20   reject the Objections" -- 



            21            THE CHAIR:  Right.  



            22            MR. RUSSI:  -- the second sentence would say, 



            23   "Whereas the Rate Board unanimously concur with the" -- I'll 



            24   change that to "Public Works Director's Recommend Orders as 



            25   modified by the Rate Board on June 21st, 2017."  
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             1            And I think -- in the "Resolved" section, the first 



             2   paragraph, I think you would need "makes the following 



             3   recommendations".



             4            THE CHAIR:  Right.  



             5            MR. RUSSI:  And No. 1 under the "Resolved" section, 



             6   "The Rate Board denies the Objections," and 2, "The Rate 



             7   Board adopts the Public Works Director's Recommended Orders," 



             8   period -- not period, but semicolon.  



             9            And on 3, "Does the Rate Board agree with the 



            10   proposed distributions from the Special Reserve Fund"?  



            11            THE CHAIR:  I think that is a point that we need to 



            12   discuss; right?  



            13            I agree that the proposed reallocation of the 



            14   Special Reserve Fund -- I'm sorry, of the new Special Reserve 



            15   Fund, created under the 1987 Agreement -- Facilitation 



            16   Agreement, to fund the new Special Reserve Fund of the new 



            17   agreement is to the benefit of Rate -- as to -- on the 



            18   schedule that's proposed by the Public Works Director.  



            19            And I do agree that that is to the benefit of the 



            20   Rate Payers.



            21            MR. RUSSI:  Perhaps there should be a motion on that 



            22   issue, then.  



            23            THE CHAIR:  Do I hear -- so I -- I move that we find 



            24   that the proposed reallocation of funds from the Special 



            25   Reserve Fund, created under the 1987 Facilitation Agreement, 
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             1   on the -- on the schedule proposed by the Public Works 



             2   Director into the new fund, is to the benefit of Rate Payers.  



             3            And I move that we approve that.  



             4            MR. EGAN:  I second.  



             5            THE CHAIR:  All those in favor?  



             6            ALL MEMBERS:  Aye.  



             7            THE CHAIR:  Thank you.  



             8            MR. RUSSI:  So were there -- were there any other 



             9   changes to the Recommended Order -- the proposed Resolution?  



            10            THE CHAIR:  I have none.  



            11            MR. RUSSI:  Perhaps we should call for public 



            12   comment on the Resolution.  



            13            THE CHAIR:  Okay.  We'll go ahead and open up for 



            14   public comment, limited to 3 minutes per speaker.  



            15            Thank you.  



            16            MR. PILPEL:  David Pilpel again.  



            17            On the text, starting with page 1, line 23, 



            18   "Member/Controller" should insert apostrophe "S," "Chief 



            19   Economist."  



            20            Page 2, line 1, "June 16 and 19" --



            21            THE CHAIR:  We'll be changing the dates, yes.  



            22            MR. PILPEL:  Okay.  And the same thing on line 6, 



            23   "June 19."



            24            THE CHAIR:  Yes.  



            25            MR. PILPEL:  On line 8, rather than the word 
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             1   "concluded," I would recommend substituting "and determined 



             2   on March 22nd, 2017, in Case No. 2017-003133 ENV," just so 



             3   that it's very clear what the City Planning case number was 



             4   that made the Environmental Exemption Determination.  



             5            THE CHAIR:  Would you repeat that?  



             6            I'm sorry.  



             7            MR. PILPEL:  Sure.  



             8            It's to substitute for the word "concluded" the 



             9   phrase "determined on March 22nd, 2017, in Case            



            10   No. 2017-003133 ENV."  



            11            THE CHAIR:  Thank you.  



            12            MR. PILPEL:  And then on page 4, line 11, the date 



            13   again.  



            14            THE CHAIR:  We'll be updating the dates, yeah.  



            15            MR. PILPEL:  Yeah.  



            16            Otherwise, a fine, fine Resolution.  



            17            Thank you very much.  



            18            THE CHAIR:  Thank you.  



            19            MR. BAKER:  Michael Baker, attorney for Recology.  



            20            I don't think there's any ambiguity on the -- on 



            21   this with regard to Special Reserve Fund, but I just wanted 



            22   to be sure.  



            23            The draft Resolution approves the distributions that 



            24   were contained in the Director's report.  



            25            The motion that was just approved related only to 
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             1   the transfer of funds from the Altamont Special Reserve Fund 



             2   to the new Special Reserve Fund, whereas, of course, the 



             3   Director's Report also calls for funds in the Special -- in 



             4   the Altamont Special Reserve Fund to be used to offset the 



             5   rate increases.  



             6            So the way that it's drafted, I think encompasses 



             7   all that needs to be done with regard to the Special Reserve 



             8   Fund.  But because the motion was more narrowly worded, I 



             9   just wanted to make sure that that's taken care of.  



            10            THE CHAIR:  Thank you.  That was the intent.  



            11            Any other members of the public wish to provide 



            12   public comment?  



            13            Seeing none, may we proceed with the vote?  



            14            MR. RUSSI:  Sure.  



            15            You intend to make the changes proposed by 



            16   Mr. Pilpel -- 



            17            THE CHAIR:  Yes.  



            18            MR. RUSSI:  -- in his public comment?  



            19            THE CHAIR:  Yes.  



            20            MR. RUSSI:  Okay.  



            21            THE CHAIR:  Obviously, the dates and -- 



            22            MR. EGAN:  Is it conventional to refer to the 



            23   Planning case number?  



            24            I always -- 



            25            MR. RUSSI:  I don't think it hurts, assuming that 
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             1   it's correct.  



             2            THE CHAIR:  And of course, the dates and updating 



             3   Mr. Egan's title.



             4            MR. RUSSI:  Right.  



             5            THE CHAIR:  Okay.  With that, do I hear a motion?  



             6            MR. CARLIN:  I move the proposed Resolution.  



             7            MR. EGAN:  I second.  



             8            THE CHAIR:  All those in favor?  



             9            ALL MEMBERS:  Aye.  



            10            THE CHAIR:  And that's a unanimous vote, three to 



            11   zero.  



            12            With that, I think we'll move to conclude the 



            13   meeting.  



            14            It is approximately 10:36.  



            15            We'll go ahead and conclude this Special Meeting of 



            16   the Rate Board.  



            17            Thank you all for coming and participating.  



            18            (Proceedings adjourned at 10:36 a.m.)
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