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Background 
The City of Porttand Bureau of Ptanning and Sustainabitity (BPS) is responsibte for managing 
sotid waste and recycling programs in Portland. BPS oversees a residentiat franchise system 
where private hauters provide residential garbage, recycting and yard composting cottection 
services. On July 25,2012, City Council directed BPS to begin a review of the residential sotid 
waste and recycting franchise. As part of this review, BPS may propose changes to the existing 
(2008) Franchise Agreement between the City and the waste hauters who serve househotds 
living in singte-famity homes through four-unit comptexes. The residential system was first 
franchised in 1992. The 1O-year agreements have been renewed at five-year increments since 
then. 

Some cities use exctusive contracts or municipal systems to manage sotid waste and recycling 
programs. The City of Portland Franchise Agreement estabtishes geographic areas for 
residential hauting services and timits the number of haulers and trucks servicing a 

neighborhood. lt is intended to enabte affordable, efficient and effective cottection service 
white imptementing sotid waste and recycling policies as directed by City Councit. 

The BPS Sotid Waste and Recycting program is guided by the Portland Recyctes! Ptan. ln 200ó, 
City Councit directed BPS to develop a new waste prevention and recycting ptan. The Portland 
Recyctes! Ptan has four main goats: to increase the recycting rate to75% by 2015, to reduce 
toxics and greenhouse gases, to have zero growth in the waste stream, and to make the 
system as a whote more sustainabte. City Council unanimousty adopted this ptan in 2007, and 
BPS has subsequentty imptemented key residential provisions of the ptan by working with 
hauters through the franchise agreement. 

The City of Porttand 2009 Climate Action Plan buitds on the Portland Recycles! Ptan and 
estabtishes poticy objectives for 2030 for the City's sotid waste and recycting program. The 
2030 objectives outtined in the ctimate ptan for sotid waste and recycting are to: 

. Reduce total sotid waste generated by 25 percent; 

. Recover 90 percent of atl waste generated; and 

. Reduce the greenhouse gas impacts of the waste coltection system by 40 percent. 

Finally, City Councitadopted Guiding Principtes for the franchise review process in Juty 2012. 
These principtes are inctuded as Appendix A. 

Residential Ratemaking 
Section 8.1(A) of the Franchise Agreement between the City of Porttand and franchised 
residentiat hauters requires the City to perform an annual rate review to estabtish a rate 
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schedute for all tevels of residentiat sotid waste, recycling and yard debris seryice. Rates are 
developed based on the fottowing objectives: 

. Having uniform solid waste, recycting and yard debris cotbction services citywide;
 

. Providing customers with a variety of service levet options to rneet individual needs;
 

. ldentifying the true€ost of individuat services before considering incentives and
 
disirrcentives to increase recycting and reduce sotid waste generation; and
 

. Atlowing service providers to recover attowabte costs and earn a reasonable profit.
 

BPS conducts the annual rate review process, assisted by an independent economist. The 
economist anatyzes various factors that affect rates and produces the actual rate calcutation. 
BPS atso contracts with an independent Certified Pubtic Áccountant (CPA) to review hauler 
financiat records, with Portland State University (PSU) to sampte the weight of the various 
sizes of sotid waste contairìersset out for cottection, and with a consutting firm that 
speciatizes in forecasting the market price of rec¡rctabte paper products. 

The proposed rates are reviewed by the Porttand Utitity Review Board (PURB), a citizen panet 
with no hauting industry representation, and then forwarded to City CounciI for consideration 
and final adoption. 

ln June 2012, the Portland City Auditor reteased the resutts of an audit of the sotid waste 
franchise and rate setting process administered by BPS. The Auditor found that BPS accuratety 
determines the cost of cotlection service and that the process is consistent with those used by 
other jurisdictions in the region. The futt report, Residentíal Solid Waste: {,ustomer rates 
occurate, but monitoring should continue (Report #429), is avaitabte on the Auditor's website 
at www. portlandontine. com/auditor/index.cfm?a=40268 1 &c=53869. 

Public lnvolvement 
Beginning in Juty 2012, BPS staff met regutarty with members of the PURB committee on sotid 
waste and recycling to discuss elements of the franchise agreement. PURB solid waste and 
recycting committee members and BPS staff briefed the futt PURB at regutar PURB meetings, 
and on October 18,2012, PURB voted to accept the proposed changes. 

On September 6, 2012 BPS opened a public comment period for the franchise review, 
inctuding contacting atl Portland neighborhood associations. The notice invited residents to 
attend the September 20, 2012 PURB meeting to discuss the franchise review. This notice 
soticited written comments and opened a public comment period until September 24,2012. 
During the comment period, BPS received written comments primarity regarding sotid waste 
poticy, rates, and service options. Comments atso inctuded the request for cteaner burning 
trucks, route boundary review, and changes to administrative rules regarding cart handting 
and ptacement. 
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Recommendation 
BPS recommends the continuation of the residentiat franchise system with the fottowing 
changes: 

1) Section 3.3: Remove business license fee as an attowabte expense and 3.13 inctude 
business license fee as a pass-through expense. 

This change was recommended by the City Auditor and removes the operating margin 
being apptied to this City fee paid by franchisees. 

2l Section 6.8 (B): Require earlier submittatof franchisee's annuat financiat report. 

Eartier submittal of the detail cost reports, atong with other internat BPS ratemaking 
modifications, wi[[ provide more timety review of proposed solid waste rates by PURB. 

3) Section ó.10: Remove sustainabte fleet section. 

Sustainabte fteet requirements for franchisees have been adopted by City Council into City 
Code; therefore this section is no longer necessary. 

4l Section 7: lnstitute averaging of recycling revenue to smooth out votatitity in ratemaking 
process. 

Administrative Rules witt be devetoped to estabtish a methodology for the recycting 
revenue offset that takes into consideration actual revenues over the two previous years 
as wetl as a revenue forecast. 
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Appendix A- Guiding Principles for Franchise Review 

The City of Porttand aims to provide retiabte, cost-efficient, and environmentally and sociatly 
sustainabte garbage, recycting and composting curbside cottection. Porttand's cotlection 
system values partnerships with franchisees and supports waste redt¡ction and recovery poticy 
goats. City Councit establishes the service offerings and rates, endeavoring to meet the needs 
of a diverse customer base. 

l. Advance recovery rates and waste reduction goals. 

. 	 lmpternent waste reduction, rec¡rcling and composting programs. 

. 	 lncrease recovery of recyctabte and compostabte materiats. 

2. Ensure cost-effective and safe operations. 

. 	 Conduct an annual rate review in a pubtic process, inctuding timety participation by 
the Porttand Utitity Review Board. 

o 	Set rates via process that promotes cost savings white meeting policy goats. 
. 	 Estabtish rates that provide the opportunity for franchisees to earn a reasonabte 

operating margin. However, because costs and efficiercies vary among hauters,' individuat franchisees are not guaranteed a specific return.
 
. Develop programs and conduct operations to ensure pubtic and worker safety.
 

3. Provide exemplary customer service. 

. 	 Respond promptly to customers 

. 	 Ensure effective and appropriate communication with customers. 
¡ 	 Utitize appropriate and effective technotogies to improve customer service. 

4. lmplement environmental best practices. 

o Ensure efficient use of fuel and reduced vehicte emissions
 
. Devetop green purchasing poticies
 
. Conduct energy efficient operations
 

5. Maintain a robust and flexible system 

o 	A[[ow muttipte franchisees inctuding tocatty owned <ompanies. 
o 	Maintain the abitity to adapt to emergìng poticygoats. 
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ITEMS FOR FR,ANCHISE REVIEW 

. 	 System Review 

o 	Performance of the franchise system for the cottection of Sotid Waste, Recycting
 

and Composting;
 

o 	System performance indicators, inctuding votumes of sotid waste disposat and
 

recycling, and overatt rates of participation in recycling;
 

o 	Measurements of customer satisfaction, inctuding but not timited to customer
 
concerns, resutts of pubtic surveys, and system compliance issues;
 

o 	Comparative analysis of programs for Sotid Waste, Recycting and Composting 
cottection used in other cities, inctuding but not timited to system features, 
program costs, funding mechanisms and overatl rates of participation in recycting; 
and 

o Whether renewal of the franchise system is in the overatt pubtic interest. 

. Performance of Grantee 

o 	Grantee's performance of its obtigations and responsibilities under this franchise, 
inctuding Grantee's technical and financial abilities to perform; 

o 	Grantee's responsiveness to customer communications with the City; 

o 	Grantee's ability to provide evidence of insurabitity; and 

o 	Whether renewal of Grantee's franchise is in the pubtic interest. 

. 	 Additionat items for consideration may include addressing expiration of Recycling 
District requirement, as welt as future provisions for compostables coltection and 

disaster response procedures. 




