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Item 2 
File 10-1225 
(continued from February 9, 2011) 

Department(s):  
Department of the Environment (DOE) 
Port 

EXECUTIVE SUMMARY 

Legislative Objectives 
• The proposed resolution would authorize the Department of the Environment (DOE) to execute a new 

Landfill Disposal Agreement with Recology San Francisco (Recology) which, beginning in 2015 and 
extending for a term of up to ten years, would (a) designate Recology’s Ostrom Road Landfill in Yuba 
County, California, as the City’s exclusive landfill site, and (b) allow for the deposit of up to 5,000,000 
tons of solid waste collected in San Francisco into that landfill. 

• The proposed resolution would also approve an amendment to an existing Facilitation Agreement (the 
Amended Facilitation Agreement) between DOE and Recology which governs the consolidation of refuse 
collected in the City and transportation of that refuse to the City’s designated landfill site. The proposed 
amendment would require Recology to (a) transport refuse collected in the City to the City’s new 
designated landfill site in Yuba County (instead of the current designated landfill site in Livermore, 
California), and (b) transport such refuse primarily by rail, instead of through the current exclusive 
trucking method.   

Key Points 
• Refuse collection in the City is governed by the City’s Refuse Collection and Disposal Ordinance of 1932, 

as previously approved by the voters of San Francisco, which requires that only permitted refuse haulers 
collect and transport refuse “through the streets of the City and County of San Francisco.” The ordinance 
created 97 permanent permits, which, due to a number of acquisitions since the ordinance was approved, 
are currently all owned by Recology. Therefore, the Refuse Collection and Disposal Ordinance of 1932 
has resulted in Recology becoming the exclusive and permanent refuse collector without Recology ever 
having gone through the City’s normal competitive bidding process. 

• The only portion of the refuse collection and disposal process subject to competitive bidding has been the 
award of the landfill site where the City’s refuse is finally disposed. Under an existing Landfill Disposal 
Agreement with Waste Management of Alameda County (Waste Management), Waste Management’s 
Altamont Landfill site in Livermore, California is the City’s current designated landfill site, which allows 
for the deposit of up to 15,000,000 tons of refuse in that landfill site. 

• The Department of the Environment (DOE) anticipates that the 15,000,000 ton capacity of the City’s 
current landfill site in Livermore, California will be exhausted by 2015, at which time the existing 
Landfill Disposal Agreement with Waste Management would expire. The DOE is now requesting, after 
having conducted a competitive bid process, that a new Landfill Disposal Agreement between the DOE 
and Recology be awarded to Recology in order to permit the deposit of up to 5,000,000 tons of solid 
waste collected in San Francisco into Recology’s Ostrom Road Landfill site in Yuba County, California, 
over a term of up to ten years beginning in 2015.  

• According to Mr. David Assmann, Deputy Director of the Department of the Environment, in order to 
control the transport and handling of refuse in San Francisco by Recology, DOE previously entered into 
an existing Facilitation Agreement, without a competitive bidding process, which required Recology to 
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consolidate collected refuse at its transfer station in San Francisco, then transport such refuse to Waste 
Management’s Altamont Landfill site in Livermore, California, the City’s present designated landfill site.  
The term of the existing Facilitation Agreement with Recology will expire simultaneously when the 
existing Landfill Disposal Agreement with Waste Management is anticipated to expire in 2015.  

• In order to provide continued control over the transport and handling of City’s refuse by Recology, the 
proposed resolution would approve an amendment to the existing Facilitation Agreement (the Amended 
Facilitation Agreement) with Recology, to begin upon the expiration of the existing Facilitation 
Agreement which is currently anticipated to occur in 2015, to require Recology to (a) continue 
consolidating collected refuse at its transfer station in San Francisco, and  (b) transport the consolidated 
refuse from Recology’s transfer station to Recology’s Ostrom Road Landfill site (the City’s proposed new 
designated landfill site) by a combination of truck and rail.   

• Mr. Assmann noted that neither the existing Facilitation Agreement nor the proposed Amended 
Facilitation Agreement were competitively bid because under the City’s Refuse Collection and Disposal 
Ordinance of 1932, Recology is the City’s only permitted waste hauler, and, as such, Recology is the only 
firm authorized to (a) transport refuse “through the streets of the City and County of San Francisco,” and 
(b) transport refuse from Recology’s transfer station in San Francisco, “through the streets of the City and 
County of San Francisco.” Recology’s transfer station is located near Candlestick Park. 

Fiscal Impacts 

• The proposed two Agreements, the Amended Facilitation Agreement and the new Landfill Disposal 
Agreement, include two fees which would be payable to Recology (a) a tipping fee for the deposit of 
waste into Recology’s Ostrom Road Landfill, and (b) a rail transport fee to cover the cost of transporting 
waste over rail rather than by truck.  Under the proposed two Agreements, these fees (and the inflationary 
adjustments to such fees which are included in the existing Facilitation Agreement and Landfill Disposal 
Agreement) would be incorporated into the rate setting process which is used to determine the rates for 
refuse collection paid by San Francisco residents and businesses which receive refuse collection services 
from Recology. The proposed two Agreements are anticipated to increase refuse collection rates by 3.0 
percent for the first year of the Agreements, such that the monthly rates paid by a single family residence 
with a 32-gallon waste container would increase by $0.82 from $27.55 to $28.37, a 3.0 percent increase, 
and the monthly rates paid by a business for the collection of two cubic yards of waste would increase by 
$14.82, from $494.01 to $508.83, a 3.0 percent increase.  

• The Budget and Legislative Analyst notes that unlike water rates charged by the Public Utilities 
Commission, which are subject to disapproval of the Board of Supervisors, neither residential nor 
commercial refuse collection rates are subject to Board of Supervisors approval.  Under the City’s Refuse 
Collection and Disposal Ordinance of 1932, residential refuse collection rates are subject to approval by 
the Director of Public Works, but if such rates are appealed, then such rates are subject to approval by the 
City’s Rate Board which is composed of the City Administrator, the Controller, and the Director of the 
Public Utilities Commission. Collection rates, paid by San Francisco businesses, are not subject to 
approval by the Director of Public Works, the City’s Rate Board, or by the Board of Supervisors. 

• Regarding refuse collection services provided by Recology to City-owned facilities, the City’s waste 
collection costs are anticipated to increase by 3.0 percent, or, $172,500 for the first year, from the City’s 
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current annual refuse collection cost of $5,750,000 to $5,922,500. 

Policy Alternatives 
• As discussed above, the City’s Refuse Collection and Disposal Ordinance of 1932 has resulted in 

Recology becoming the City’s permanent and exclusive refuse collection firm, without Recology ever 
having undergone the City’s normal competitive bidding process. The Budget and Legislative Analyst 
notes that it may be advantageous for a City to have the collection of refuse provided exclusively by a 
single firm.  However, the Budget and Legislative Analyst believes that such a firm should be selected 
through the City’s normal competitive bidding process.  Therefore, a policy alternative for consideration 
by the Board of Supervisors includes submitting a proposition to the voters to (a) repeal the City’s existing 
Refuse Collection and Disposal Ordinance of 1932, such that future refuse collection and transportation 
services would be required to be awarded by the City under the City’s normal competitive process, and (b) 
require that refuse collection rates for both residential and commercial services be subject to Board of 
Supervisors approval. 

• As also discussed above, the existing Facilitation Agreement and proposed Amended Facilitation 
Agreement were not subject to the City’s normal competitive bidding process because, according to Mr. 
Assmann, (a) under the Refuse Collection and Disposal Ordinance of 1932, only Recology can transport 
refuse “through the streets of the City and County of San Francisco,” and (b) transport of refuse from 
Recology’s transfer station, which is located in San Francisco near Candlestick Park, requires travelling 
“through the streets of the City and County of San Francisco.” However, the Budget and Legislative 
Analyst was unable to identify any portion of the Refuse Collection and Disposal Ordinance of 1932 
which governs the transport of refuse which does not occur “through the streets of the City and County of 
San Francisco.”  Therefore, it may be possible for a second firm, other than Recology, to transport refuse 
after it has been collected by Recology, if that second firm’s transfer station was either outside the City 
limits or was located near marine or rail facilities, such that refuse from the transfer station to the City’s 
designated landfill could avoid being transported “through the streets of the City and County of San 
Francisco.” Should the Board of Supervisors elect not to submit a proposition to the voters to repeal the 
City’s existing Refuse Collection and Disposal Ordinance of 1932, a second policy alternative for 
consideration by the Board of Supervisors includes requesting the DOE to analyze the potential costs and 
benefits of using Recology to continue collecting refuse, but using a second separate firm to provide refuse 
transportation services which avoids transporting refuse “through the streets of the City and County of San 
Francisco.” 

Recommendations 
• Although the proposed Landfill Disposal Agreement was subject to the City’s normal competitive bidding 

process, the transportation and the collection of the City’s refuse have never been subject to the City’s 
normal competitive bidding process.  Therefore, approval of the proposed resolution is a policy matter for 
the Board of Supervisors. 

• The Budget and Legislative Analyst recommends that the Board of Supervisors consider submitting a 
proposition to the voters to (a) repeal the City’s existing Refuse Collection and Disposal Ordinance of 
1932, such that future refuse collection and transportation services would be required to be awarded by the 
City under the City’s normal competitive bidding process, and (b) require that refuse collection rates for 
both residential and commercial services be subject to Board of Supervisors approval.  
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MANDATE STATEMENT AND BACKGROUND 

Mandate Statement 

According to California Public Resources Code Section 41260, all California cities must 
maintain a “plan” for 15 years of landfill disposal capacity.  According to Mr. David Assmann, 
Deputy Director of the Department of the Environment, a “plan” can include landfill disposal 
capacity from both (a) executed agreements, and (b) anticipated agreements. 

According to the City’s Refuse Collection and Disposal Ordinance of 1932, codified in San 
Francisco Administrative Code Appendix 1, (a) only permitted collectors may transport refuse 
“through the streets of the City and County of San Francisco”, with one permit issued for each 
of the 97 refuse collection routes in the City, and (b) the residential refuse collection rates1 
charged to residents must be approved by the Director of Public Works, or if such approved 
rates are appealed by a member of the public, approval must be granted by the City’s Rate 
Board composed of the Director of the Department of Public Works, the Controller, and the 
Director of the Public Utilities Commission. Prior to the authorization of any residential rate 
increase, the Director of DPW and (if such a rate increase is appealed by a member of the 
public) the City’s Rate Board must first find that all residential rate increases requested by the 
authorized permitted collector (Recology) are “just and reasonable.” Residential Refuse and 
Collection rates are not subject to approval by the Board of Supervisors. Further, the City’s 
Refuse Collection and Disposal Ordinance of 1932 is not subject to amendment or repeal by the 
Board of Supervisors. Only a voter proposition can amend or repeal the City’s Refuse 
Collection and Disposal Ordinance of 1932.  

Notably, commercial refuse collection rates, paid by San Francisco businesses, are not subject to 
approval by the Director of Public Works, the City’s Rate Board or by the Board of Supervisors. 
Such commercial rates are established directly by the presently authorized collector (Recology) 
without any approval processes by the City. Mr. Assmann noted that under Section 11 of the 
City’s Refuse Collection and Disposal Ordinance of 1932, any disputes regarding commercial 
refuse collection services, such as the frequency of collection service or the volume collected, 
are decided by the Director of Public Health. However, the Budget and Legislative Analyst 
notes that such dispute resolution by the Director of Public Health does not include any 
authority to approve commercial refuse collection rates.  

Section 9.118 of the San Francisco Charter requires any agreement with a term of more than ten 
years be approved by the Board of Supervisors.  The proposed resolution would approve two 
Agreements, a Landfill Disposal Agreement and an Amended Facilitation Agreement, each with 
terms beginning in 2015 and extending up to ten years. 
                                                 
1 For the purposes of this report, the term “rates” refers to the charges payable to Recology for refuse collection 
services by residents and businesses which are not established in the subject agreements. The term “fees” refers to 
charges payable to Recology which are established in the subject agreements, including (a) a “Rail Transportation 
Fee” which would be incorporated as a just and reasonable cost into the refuse collection rate setting process and 
ultimately paid by refuse collection customers in San Francisco, and (b) “tipping fees” which are payable by 
permitted haulers or self-haulers (persons disposing of their own waste, which is permitted under the City’s Refuse 
Collection and Disposal Ordinance of 1932) depositing waste into Recology’s Ostrom Road Landfill.  
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Background 

Current refuse collection, transportation, and disposal practices in the City of San Francisco can 
be divided into three main areas: (1) 97 permits issued by the City which permit the collection 
and transport of refuse, (2) an existing Facilitation Agreement between the City and Recology 
which governs the consolidation of refuse collected in the City and transportation of that refuse 
to the City’s designated landfill, and (3) an existing Landfill Disposal Agreement which 
designates Waste Management’s Altamont Landfill site in Livermore, California as the City’s 
exclusive landfill site, and allows for the deposit of up to 15,000,000 tons of solid waste 
collected in San Francisco into that landfill.  

For the purposes of this report, the term “refuse” refers to all types of disposables, including (a) 
recyclables, (b) compostables, and (c) “solid waste”, which is neither recyclable nor 
compostable, and therefore is deposited into the landfill. 

(1) Permits to Collect Refuse 

Under the City’s Refuse Collection and Disposal Ordinance of 1932, the City of San Francisco 
was divided into 97 distinct refuse collection routes, and one permit for each route was issued. 
According to Mr. Assmann, due to a number of business acquisitions since the Refuse 
Collection and Disposal Ordinance of 1932 was approved, Recology San Francisco (Recology)2 
currently now owns all 97 permits. Such refuse collection permits would not be affected by the 
proposed resolution. 

According to the City’s Refuse Collection and Disposal Ordinance of 1932, such permits are 
permanent and not subject to the City’s normal competitive bidding process, and can only be 
revoked if 20 percent or more of the “householders, business men, apartment house owners, 
hotel keepers, institutions or residents” within a particular route file a petition that they are not 
adequately served.  Therefore, the City’s Refuse Collection and Disposal Ordinance of 1932 has 
resulted in Recology becoming the exclusive and permanent refuse collector without Recology 
ever having gone through the City’s normal competitive bidding process. 

The Refuse Collection and Disposal Ordinance of 1932 also requires all permitted haulers who 
collect refuse to deposit such refuse as directed by the City.  The Facilitation Agreement 
discussed below requires the permitted refuse haulers (i.e., Recology) to deposit the refuse in 
Recology’s transfer station, which is currently located within the City on Tunnel Road near 
Candlestick Park. 

(2)  Facilitation Agreement  

According to Mr. Assmann, in order to control the consolidation and transport of City refuse by 
Recology, DOE previously entered into an existing Facilitation Agreement with Recology, 
without conducting a competitive bidding process, which became effective on January 2, 1987.  
The existing Facilitation Agreement requires Recology to consolidate collected refuse at a 

                                                 
2 For the purposes of this report, “Recology” refers to Recology San Francisco. Recology was previously known as 
(a) NorCal Waste Systems,(b) Sunset Scavenger, and (c) Golden Gate Disposal. 
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transfer station, then transport the refuse to Waste Management’s Altamont Landfill in 
Livermore, California, the City’s current designated landfill site, as discussed below.   

The term of the existing Facilitation Agreement with Recology will expire simultaneously with 
the existing Landfill Disposal Agreement with Waste Management, which, as discussed below, 
is anticipated to expire in 2015.  

The costs incurred3 by Recology under the existing Facilitation Agreement for the consolidation 
and transportation of refuse are incorporated into the rate setting process which is used to 
determine the rates for refuse collection services paid by San Francisco residents as described in 
the Background Section above.  Notably, the Facilitation Agreement states that the Director of 
Public Works (if such a rate increase is appealed by a member of the public) and the City’s Rate 
Board must find that all costs incurred by Recology due to the terms of the Facilitation 
Agreement be considered as “just and reasonable” during any request by Recology to increase 
residential refuse collection rates.  As discussed above, commercial refuse collection rates are 
established directly by the authorized collector (Recology) without any City approval processes.  

The existing Facilitation Agreement also established a Reserve Fund, to be funded by a 1.3 
percent surcharge on refuse collection rates.  Under the terms of the existing Facilitation 
Agreement, Recology may withdraw funds from the Reserve Fund, subject to approval by the 
Director of Public Works, if the revenues from refuse collection rates charged to residents and 
businesses do not cover Recology’s costs of refuse collection and transportation services.  
According to Mr. Assmann, the Reserve Fund, which has a current balance of approximately 
$28,500,000 is intended to be drawn down upon in order to temporarily cover increased 
operating costs which occur (a) after an unforeseen event which causes an increase in collection 
and transportation costs (for example, the collection and recycling of electronics which was not 
previously included in the rate setting process), but (b) before the City’s rate setting process for 
residential collection services has approved such new rate increases which incorporate the 
previously unforeseen costs. 

Mr. Assmann noted that the existing Facilitation Agreement was not competitively bid because 
(a) under the City’s Refuse Collection and Disposal Ordinance of 1932, as the only permitted 
waste hauler, only Recology can transport refuse “through the streets of the City and County of 
San Francisco,” and (b) transport of refuse from Recology’s transfer station, which is in the City 
near Candlestick Park, requires travelling “through the streets of the City and County of San 
Francisco.”  

(3) Landfill Disposal Agreement 

Subsequent to a competitive negotiation process, the City executed a Landfill Disposal 
Agreement with Waste Management of Alameda County, Inc. (Waste Management) effective 
on January 2, 1987 which designates Waste Management’s Altamont Landfill in Livermore, 

                                                 
3 In contrast to the proposed Amended Facilitation Agreement discussed below, the existing Facilitation Agreement 
with Recology does not expressly include any specific fees payable to Recology.  However, the existing Facilitation 
Agreement does require the Director of Public Works to recommend to the City’s Rate Board, that all costs to be 
incurred by Recology in order for Recology to perform their obligations in the Facilitation Agreement shall be 
considered “just and reasonable” and therefore should be included in the approved residential refuse collection rates. 
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California as the City’s designated landfill site, and allows for the deposit of up to 15,000,000 
tons of the City’s refuse in that landfill. 

The fees charged to Recology by Waste Management for depositing waste in Waste 
Management’s Altamont Landfill site in Livermore, under the existing Landfill Disposal 
Agreement, known as “tipping fees,” are ultimately paid by San Francisco residents and 
businesses which receive refuse collection services, directly to Recology.  The “tipping fees” as 
of July 1, 2010, was set at $20.05 per ton4 of solid waste deposited in the landfill, and are paid 
to Waste Management by Recology, who is responsible for transporting the City’s solid waste to 
Waste Management’s Altamont landfill site under the Facilitation Agreement. According to Mr. 
Assmann, such tipping fees are one of many factors which determine the overall cost of 
collecting and disposing refuse in the City, such that tipping fees impact the residential and 
commercial refuse collection rate setting process described above. 

The term of the existing Landfill Disposal Agreement between the City and Waste Management 
is the earlier of (a) 65 years, or (b) when 15,000,000 tons of solid waste is deposited into the 
Altamont Landfill site5.   As of March 31, 2011, approximately 13,211,500 tons of solid waste 
had been deposited at the landfill, such that 1,788,500 tons of capacity remains. Mr. Assmann 
estimates that such remaining capacity will be exhausted by 2015.  

According to Mr. Assmann, in order to comply with California Public Resources Code Section 
41260 which states that all California cities must maintain a “plan” for 15 years of landfill 
disposal capacity, the Department of the Environment is now requesting approval for a new 
Landfill Disposal Agreement to replace the existing Landfill Disposal Agreement when the term 
of the existing Agreement is anticipated to expire in 2015.  However, as discussed above, a 
“plan” for landfill capacity can include both (a) executed agreements, and (b) anticipated 
agreements.   

 

DETAILS OF PROPOSED LEGISLATION 

The proposed resolution would authorize the Department of the Environment to execute (a) an 
amendment without conducting a competitive bidding process, to the City’s existing Facilitation 
Agreement with Recology which governs the consolidation of refuse collected in the City and 
the transportation of that refuse to the City’s designated landfill site, and (b) the award, based on 
a competitive bidding process, of a new Landfill Disposal Agreement with Recology San 
Francisco (Recology) which would designate Recology’s Ostrom Road Landfill in Yuba 
County, California, as the City’s exclusive landfill site and allow for the deposit of up to 
5,000,000 tons of solid waste into that landfill. 

                                                 
4 Tipping fees are paid to Waste Management by Recology based on the number of tons of solid waste disposed at 
the landfill site and include all governmental fees. As of July 1, 2010, the tipping and governmental fees was $20.05 
per ton, however that rate has changed according to cost of living adjustments annually since the inception of the 
Agreement. 
5 According to Mr. Assmann, the 65 year term of the existing Landfill Agreement was not intended to provide 
landfill capacity for 65 years, rather, the term was selected to ensure there would be sufficient time for the City to 
make full use of the 15,000,000 ton landfill capacity. 
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Amended Facilitation Agreement 

The existing Facilitation Agreement with Recology requires Recology to (a) operate a transfer 
station, which is located in San Francisco, and which serves as a temporary holding area for 
refuse collected within the City and County of San Francisco, and (b) transport the consolidated 
refuse from the transfer station to Waste Management of Alameda County Inc. (Waste 
Management’s) Altamont Landfill site in Livermore, the City’s current designated landfill site. 

The proposed Amended Facilitation Agreement would also require Recology to (a) operate a 
transfer station, which is located in San Francisco, and which serves as a temporary holding area 
for refuse collected within the City and County of San Francisco, and (b) then transport the 
consolidated refuse from the transfer station to Recology’s Ostrom Road Landfill site in Yuba 
County, the proposed new designated landfill site (instead of Waste Management’s Altamont 
Landfill), anticipated to be effective as of 2015. 

Under the existing Facilitation Agreement, Recology transports the City’s solid waste 
approximately 55 miles to Waste Management’s Altamont Landfill by truck.  Because 
Recology’s Ostrom Road Landfill in Yuba County is approximately 130 miles from Recology’s 
transfer station, which is located near Candlestick Park, or 75 miles further than Waste 
Management’s Altamont Landfill site, the proposed Amended Facilitation Agreement requires 
Recology to transport the City’s solid waste to the Ostrom Road Landfill in Yuba County using 
a combination of truck and rail6.   

The Amended Facilitation Agreement would allow Recology to include an additional rail 
transport fee in future residential rate increase applications to the City’s Rate Board7.  This rail 
transport fee would be $563 per rail container, which would be adjusted in the future based on 
(a) an inflation adjustment according to the All-Inclusive Index Less Fuel, (b) adjustments for 
changes in governmental fees, and (c) adjustments for increases in fuel costs.  Mr. Assmann 
noted that all rail transport would occur through a third party rail hauler over existing rail 
infrastructure8. 

According to Mr. Assmann, the DOE estimated the environmental impact which would result 
from transporting refuse an additional 75 miles to Recology’s Ostrom Road Landfill in Yuba 
County instead of Waste Management’s Altamont Landfill in Livermore. According to Mr. 
Assmann, this analysis included the impact of transporting the refuse by (a) biodiesel and 
liquefied natural gas fueled trucks to Waste Management’s Altamont Landfill, and (b) liquefied 
natural gas powered trucks and diesel powered rail to Recology’s Ostrom Road Landfill. As 
shown in Table 1 below, transportation to Recology’s Ostrom Road Landfill site in Yuba 
                                                 
6 According to Mr. Assmann, solid waste would be transported from the transfer station to Oakland by truck, a 
distance of approximately 15 miles, then by rail from Oakland into the Ostrom Road Landfill, a distance of 
approximately 115 miles. 
7 According to Mr. Assmann, the rail fee would also impact commercial refuse collection rates.  However, as 
discussed above, such rates are not subject to approval by the Director of Public Works or the Rate Board. 
8 According to Mr. Assmann, a small rail spur would be constructed by Recology from the existing rail line into the 
Ostrom Road Landfill.  Mr. Assmann noted that the construction cost of such a rail spur is included in the estimated 
transportation cost of $30.41 shown in Table 3 (column B) below, and because such construction is not a project of 
the City and County of San Francisco, the project would not be subject to environmental review under the California 
Environmental Quality Act (CEQA). 
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County is estimated to generate 1.15 less tons of carbon dioxide than transportation to Waste 
Management’s Altamont Landfill in Livermore. 

Table 1: Comparison of Carbon Dioxide Emissions 
Landfill Miles 

Transported 
Transportation 

Method 
Tons of Carbon Dioxide 

Emitted per Ton of Waste 
Recology’s Ostrom Road Landfill in Yuba County 130 Truck, Rail 9.4 
Waste Management’s Altamont Landfill in Livermore 55 Truck Only 10.55 
Difference 75  -1.15 

The proposed new Amended Facilitation Agreement would continue to provide for a Reserve 
Fund, which, as discussed above, can be drawn down by Recology if the revenues from refuse 
collection rates charged to residents and businesses do not fully cover Recology’s cost of refuse 
collection and transportation services. 

A Competitive Bidding Process Has Not Been Conducted by the City for the Proposed 
Amended Facilitation Agreement With Recology 

The DOE did not conduct a competitive bidding process prior to requesting award of the 
proposed Amended Facilitation Agreement with Recology. According to Mr. Assmann, the 
Amended Facilitation Agreement was not competitively bid because Recology’s transfer station 
is located in San Francisco, near Candlestick Park, and transportation of the refuse from the 
Recology transfer station to the new Ostrom Road Landfill would require the transport of refuse 
“through the streets of the City and County of San Francisco.” Under the City’s Refuse 
Collection and Disposal Ordinance of 1932, only permitted haulers can transport refuse 
“through the streets of the City and County of San Francisco”. Since Recology is the only such 
firm permitted to collect and transport refuse within the City, only Recology has been 
authorized to provide such services required in the Facilitation Agreement.   

Landfill Disposal Agreement 

The proposed resolution would also authorize the Department of the Environment to execute a 
new Landfill Disposal Agreement with Recology which permits the deposit of solid waste 
collected in San Francisco into Recology’s Ostrom Road Landfill site in Yuba County.  The 
term of this Agreement would begin upon the expiration of the existing Altamont Landfill 
Disposal Agreement with Waste Management, which Mr. Assmann anticipates will expire in 
2015.  The term of the proposed Landfill Disposal Agreement would terminate the earlier of (a) 
ten years from the commencement date, or (b) when 5,000,000 tons of solid waste had been 
deposited into the Ostrom Road Landfill.  
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Based on the analysis conducted by the City in 2009, the proposed Landfill Disposal Agreement 
with Recology would increase the tipping fees (including related government fees)9 charged to 
permitted haulers10 or self-haulers (persons disposing of their own waste, which is permitted 
under the City’s Refuse Collection and Disposal Ordinance of 1932), from $18.66 per ton to 
$28.53, an increase of $9.87 or 52.9 percent (see the Fiscal Analysis Section below for a 
discussion on how the proposed tipping fees will impact refuse collection rates for customers).   

The City Conducted A Competitive Bidding Process For Award of the Proposed New 
Landfill Disposal Agreement with Recology 

Following a series of public hearings in 2007, the Department of the Environment issued a 
Request for Qualifications (RFQ) to firms providing landfill disposal capacity. According to Mr. 
Assmann, the RFQ was sent to all landfill companies in California, and responses were due on 
August 29, 2008. Three firms responded to the RFQ, and subsequent to evaluation of the three 
submissions, all three firms were determined to be qualified under the terms of the RFQ. 

A Request for Proposals (RFP) to provide for landfill disposal capacity was issued on February 
9, 2009, and sent out to all three firms that qualified through the Request for Qualifications 
process discussed above.  Three firms submitted responses. However, one firm was disqualified 
for failing to attend a mandatory pre-bidding conference. The two qualified responses were from 
Recology and Waste Management.  An evaluation panel of three members included (a) Mr. Ed 
Lee, former City Administrator/current Mayor, (b) Ms. Susan Katchee, Environmental Services 
Director, City of Oakland, and (c) Mr. David Assmann, Deputy Director, Department of the 
Environment. The evaluation panel reviewed and scored both proposals and conducted oral 
interviews using standardized criteria.  As shown in Table 2 below, the evaluation panel 
recommended award of the subject Agreement to Recology, based on receiving 254 points, as 
compared to 240 points received by Waste Management, out of a total of 300 points.   

Table 2: Proposals Scoring Results 

Evaluation Category 
Maximum 

Points Waste Management Recology 
Environmental and Labor Practices 75 58 56 
Landfill Capacity 75 57 57 
Experience and References 30 30 30 
 Cost (including Tipping Fees and Transportation Costs) 75 54 74 
Oral Interview 45 41 37 
Total 300 240 254 

 

                                                 
9 As discussed above, “tipping fees” are fees charged by the landfill owner for the deposit of waste into that landfill.  
Government fees are those fees which are also imposed for landfill deposits by various governmental entities such as 
the county in which the landfill is located. 
10 Recology is divided into various different subsidiaries, such that the tipping fees imposed on permitted haulers by 
the proposed Landfill Disposal Agreement would result in Recology’s collection subsidiaries paying tipping fees to 
Recology’s landfill subsidiary. 
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The Budget and Legislative Analyst notes that the largest difference in the RFP scoring between 
the two firms was cost, such that Recology’s proposal was determined to result in significantly 
lower costs than Waste Management’s proposal. According to Mr. Assmann, the increased 75 
mile transportation distance between Recology’s transfer station in San Francisco to Recology’s 
proposed new Ostrom Road Landfill site in Yuba County, which is 130 miles from Recology’s 
transfer station, instead of  the current Waste Management Altamont Landfill, which is 55 miles 
from Recology’s Transfer Station, as well as the proposed use of rail transportation by Recology, 
were included in the evaluation of proposals received, and are reflected in the scores shown in 
Table 2 above. Notably, the Evaluation Panel still found that Recology’s annual costs were lower 
than Waste Management’s costs. 
A notice of intent to award the subject Landfill Disposal Agreement was sent to Recology on 
September 10, 2009. Waste Management subsequently submitted two formal protests covering a 
total of ten separate topics of protest, all of which the DOE evaluated and rejected.   
The Attachment to this report, provided by the DOE, details Waste Management’s objections 
and the related analysis by the Department of Environment, and provides (a) a summary of each 
of Waste Management protests, (b) Recology’s responses, and (c) DOE’s responses.  Mr. 
Assmann noted that Recology’s responses were included in the protest response according to 
advice received from the City Attorney’s Office. 

FISCAL ANALYSIS 

Agreement Fees and Costs 
As shown in Table 3 below, the proposed two Agreements with Recology, including the 
Landfill Disposal Agreement and the Amended Facilitation Agreement, was calculated to result 
in the cost per ton of solid waste disposal increasing by $21.95 per ton, from $36.99 per ton to 
$58.94 per ton.  According to Mr. Assmann, this increase is the result of solid waste disposal 
costs of $36.99 per ton being significantly below market rates because the existing rates were 
originally set in 1987, then adjusted by an inflation factor averaging approximately 1.17 percent.  
As also shown in Table 3 below, the rejected proposal from Waste Management would have 
increased costs by $48.13 per ton, from $36.99 per ton to $85.12 per ton. 

Table 3: Fees and Costs of the Proposed Agreements 
2009 

Rate11

Proposed 
Recology 

Rate 
Increase 

Rejected Waste 
Management 

Rate 
Increase Fee or Cost Category 

A B C = B - A D E = D - A 

Tipping Fees and Government Fees Per Ton $18.66 $28.53 $9.87 $66.79 $48.13 

Transportation Cost Per Ton (under the 
Proposed Amended Facilitation Agreement) 18.33 30.41 12.08 18.33 0.00 

Total Cost Per Ton $36.99 $58.94 $21.95 $85.12 $48.13 

Mr. Assmann advises that under the terms of the proposed agreements, the Director of Public 
Works must recommend to the City’s Rate Board that all the proposed fees and costs shown in 
                                                 
11 Table 3 compares the actual rates in 2009 to the two bids that were received and evaluated in 2009. As of July 1, 
2010, the Tipping Fees and Government Fees Per Ton were $20.05 and the Transportation Cost Per Ton was 
unchanged at $18.33 for a Total Cost Per Ton of $38.38. 
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Table 3 above are “just and reasonable” as it relates to in any requested rate increase application 
submitted by Recology to the Rate Board. As shown in Table 4 below, based on data provided 
by Mr. Assmann, the increased costs shown in Table 3 above are estimated to increase 
residential refuse collection rates charged to residential customers, subject to approval by the 
Rate Board, by 3.0 percent.   

If the proposed Agreements are approved, the average single family residence cost is estimated 
to increase from $27.55 per month to $28.37 per month, an increase of $.82 per month, or 3.0 
percent.  As also shown in Table 4 below, the proposal from Waste Management would have 
increased rates by approximately 6.5 percent, from $27.55 to $29.33, an increase of $1.78 per 
month. 

 Table 4: Impact on Refuse Collection Rates Paid By San Francisco Single Family Home Owners 
for 32-Gallon Waste Containers 

Row  Cost Calculation Proposed Recology 
Agreement 

Rejected Waste 
Management 
Agreement 

A12 Increased Cost Per Ton $21.95  $48.13 
B Estimated Total Tons of Solid Waste Disposed 277,000 277,000 

C = A x B Total Increased Cost $6,080,150 $13,332,010 
D Current Total Refuse System Cost13 $206,000,000 $206,000,000 

E = C ÷ D Percent Increase 3.0% 6.5% 
F Current Single Family Refuse Collection Monthly Cost $27.55  $27.55 

G = E x F Cost Increase $0.82  $1.78 
H = F + G Estimated Increased Monthly Cost $28.37  $29.33 

As reflected in Table 4 above, the annual cost for San Francisco’s refuse collection, 
transportation and disposal is approximately $206,000,000. If the proposed Agreements are 
approved, all refuse collection, transportation and disposal would be the responsibility of 
Recology. All of these costs are paid by residential and commercial ratepayers.  

Under the proposed Landfill Agreement, the term would terminate the earlier of (a) ten years 
from the commencement date, or (b) when 5,000,000 tons of solid waste had been deposited 
into the Ostrom Road Landfill. Mr. Assmann estimates the value of the proposed Landfill 
Agreement is approximately $112,000,000 over the ten-year period. The proposed Facilitation 
Agreement has the same term as the proposed Landfill Agreement, but there is not a specific 
value tied to the Facilitation Agreement.  

City Costs 

All of the costs included in the proposed new Landfill Agreement and the Amended Facilitation 
Agreement would be incorporated into the rates paid by the City’s residential and commercial 
waste collection customers. Regarding City-owned facilities, the City, as a commercial 
customer, contracts with Recology to dispose of solid waste generated by City-owned buildings 

                                                 
12 Increased cost per ton is from Table 3 rows C and E above. 
13 The Current Total Refuse System Cost of $206,000,000 represents the total cost of refuse collection, 
transportation, and disposal, and is the basis for determining collection rates charged to residential customers. 
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and facilities. In FY 2009-2010, the City paid Recology $5,750,000 to dispose of the solid waste 
from City-owned facilities. 

Mr. Assmann notes that increases approved by the Rate Board for residential refuse collection 
rates have historically also resulted in equivalent increases to commercial refuse collection rates. 
Therefore, the anticipated one-time 3.0 percent increase in residential refuse collection rates will 
likely also result in a 3.0 percent increase in commercial refuse collection rates. As a customer 
of commercial refuse collection services from Recology, the City’s waste collection costs are 
anticipated to increase by 3.0 percent, or, $172,500, from their current annual cost of $5,750,000 
to $5,922,500.  

Department of the Environment Operating Funds 

In addition to the fees and costs under the proposed new Landfill Agreement and the proposed 
Amended Facilitation Agreement discussed above, a portion of DOE’s operating expenditures14 
are also incorporated into the rates paid by the residents and businesses for refuse collection 
services.  Such expenditures are subject to annual appropriation approval to DOE by the Board 
of Supervisors.  According to Mr. Assmann, the annual average amount appropriated by the 
Board of Supervisors to the Department of the Environment for such operating costs is 
approximately $7,000,000 per year.  Mr. Assmann stated that the proposed Agreements would 
not increase or decrease the amount available to cover DOE’s operating costs. 

 
 

POLICY ALTERNATIVES 

 
 

Submit a proposition to the voters to repeal the Refuse Collection and Disposal 
Ordinance of 1932, such that the collection and transport of refuse would be 

subject to the City’s competitive bidding process. 
According to the Refuse Collection and Disposal Ordinance of 1932, codified in San Francisco 
Administrative Code Appendix 1, there are 97 permits to collect and transport refuse within the 
City of San Francisco, and only authorized refuse collectors which have permits from the City 
may transport refuse “through the streets of the City and County of San Francisco.”  Due to a 
number of acquisitions since the Refuse Collection and Disposal Ordinance of 1932 was 
approved, Recology now owns all 97 permits and therefore is the City’s designated permanent 
exclusive refuse collection and transportation firm for the refuse collected in San Francisco. 

The Budget and Legislative Analyst notes that, in order to avoid having multiple refuse 
collection firms operating throughout the City, it may be in the City’s best interests to have only 
one exclusive provider of refuse collection and transportation services.  However, such 
exclusive collection and transportation services should be (a) provided by a firm selected 

                                                 
14 According to Mr. Assmann, such operating costs include DOE programs for recycling, green building, 
environmental justice, and long term planning for waste disposal. 
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through the City’s normal competitive bidding process, and (b) provided for only a finite term 
after which a new competitive bidding process should occur.  

The Budget and Legislative Analyst also notes that it is possible that competitive bidding could 
potentially result in reduced refuse collection rates for residents and businesses in San 
Francisco.  For example, Table 5 below shows that while rates paid by residential refuse 
collection customers are comparable, commercial refuse collection customer rates in Oakland 
are significantly lower than the base rates paid by San Francisco businesses.  However, 
according to Mr. Assmann, San Francisco’s refuse costs are higher because (a) San Francisco 
currently diverts 77 percent of refuse from the landfill as compared to Oakland which currently 
diverts 67 percent from their landfill, partially because San Francisco mandates the collection of 
organic materials, and (b) San Francisco has higher density and narrower streets which require 
more-labor intensive practices than Oakland.  
 

Table 5: Comparison of Residential and Published Commercial Refuse Collection 
Rates (for One Collection Per Week) 

Current Rate Type for Once Per Week 
Collection Service Oakland San 

Francisco 
Difference 

in Cost Percent 

Residential Rates for 32-35  Gallon 
Containers15 $27.68 $27.55 ($0.13)  (0.5%) 

Commercial Rate for 2 Cubic Yards  $237.75 $494.01 $256.26  107.8% 

Therefore, a policy alternative for consideration by the Board of Supervisors includes submitting 
a proposition to the voters to (a) repeal the City’s Refuse Collection and Disposal Ordinance of 
1932, such that refuse collection and transportation services would be required to be awarded 
under the City’s normal competitive bidding process, and (b) require that refuse collection rates 
for both residential and commercial services be subject to Board of Supervisors approval. 

Notably, the voters of San Francisco have previously rejected two propositions which would 
have amended the City’s Refuse Collection and Disposal Ordinance of 1932 and allowed for 
competitive bidding for refuse collection and transportation, including (a) Proposition Z in 
November of 1993, which was rejected by 76.3 percent of the voters, and (b) Proposition K in 
November of 1994, which was rejected by 64.5 percent of the voters. 

 
 

Request that the Department of the Environment analyze the potential costs and 
benefits of using a firm other than Recology for the transportation of refuse 

which does not occur “through the streets of the City and County of San 
Francisco.”  

The existing Facilitation Agreement with Recology and the proposed Amended Facilitation 
Agreement with Recology were not subject to a competitive bidding process because, according 
to Mr. Assmann, (a) under the Refuse Collection and Disposal Ordinance of 1932, only 
Recology can be authorized to transport refuse “through the streets of the City and County of 

                                                 
15 Residential collection rates in San Francisco are based on 32-gallon containers while residential collection rates in 
Oakland are based on 35-gallon containers. Because most of the costs of collection result from labor and vehicle 
expenses to pick up individual containers, the rates in Oakland and San Francisco are comparable. 
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San Francisco,” and (b) transport of refuse from Recology’s transfer station, which is located in 
San Francisco near Candlestick Park, requires travelling “through the streets of the City and 
County of San Francisco.” However, the Budget and Legislative Analyst was unable to identify 
any portion of the Refuse Collection and Disposal Ordinance of 1932 which governs the 
transport of refuse which does not occur “through the streets of the City and County of San 
Francisco.”   

Therefore, it may be possible for a second firm, other than Recology, to transport refuse after it 
has been collected by Recology, if that second firm’s transfer station was located either outside 
the City limits or was located near marine or rail facilities, such that refuse from the transfer 
station to the City’s designated landfill could avoid being transported “through the streets of the 
City and County of San Francisco.” Should the Board of Supervisors elect not to submit a 
proposition to the voters to repeal the City’s existing Refuse Collection and Disposal Ordinance 
of 1932, a second policy alternative for consideration by the Board of Supervisors includes 
requesting the DOE to analyze the potential costs and benefits of using Recology to continue 
collecting refuse, but using a second separate firm to provide refuse transportation services if 
such a firm could avoid transporting refuse “through the streets of the City and County of San 
Francisco.” 

The Budget and Finance Committee Continued the Proposed Resolution, 
Requesting that the Department of the Environment work with the Port and 

LAFCO to Address Specific Issues 

On February 9, 2011, the Budget and Finance Committee continued the proposed resolution to 
the Call of the Chair and requested that the Department of the Environment work with the Port 
and the Local Agency Formation Commission (LAFCO) to address specific issues that were 
raised by the Committee.  

Mr. Assmann advises that DOE staff have had numerous meetings and discussions with Port 
staff to examine three potential partnership options: (1) relocating the entire Recology refuse 
infrastructure for waste, recycling and composting to the Port16, (2) using the Port as a transfer 
facility for refuse, without constructing major new facilities at the Port, and (3) barging refuse 
from Pier 96 to the Port of Oakland. Mr. Brad Benson of the Port advises that Recology 
currently leases the Port’s Pier 96 at an annual cost to Recology of approximately $1,486,000 
for recycling activities. As noted above, Recology’s waste and compost transfer facility is 
currently located on Tunnel Road adjacent to Candlestick Park.  

According to Mr. Assmann, as a result of the various discussions with the Port, DOE retained a 
consultant, HDR, Inc. at a cost of $30,000, funded with Impound Account revenues, to further 
evaluate the long-term potential of the first option of consolidating and relocating the entire 
refuse infrastructure facility to the Port of San Francisco. In addition, Mr. Assmann advises that 
DOE requested HDR, Inc. to evaluate the economic feasibility of barging recyclables and refuse 
through the Port of San Francisco. Mr. Assmann advises that HDR, Inc. was retained to conduct 

                                                 
16 Consistent with City policy, a new Recology Zero Waste Facility for all recyclables, compostables and residual 
waste materials is planned to open in or before 2020, which is the Department of the Environment’s and the Board 
of Supervisors adopted target date for the City to be at zero waste. 
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both of these studies because this firm had been previously selected through a competitive 
process conducted by DOE in 2008, and is currently contracted as DOE’s ongoing Zero Waste 
consultant. As of the writing of this report, neither of the two HDR, Inc. consultant evaluation 
reports was completed. Mr. Assmann advises that the consultant report on the economic 
feasibility of barging recyclables and refuse through the Port of San Francisco will be completed 
by April 14, 2011 and would be transmitted to the Board of Supervisors prior to the Budget and 
Finance Committee meeting on April 20, 2011. Mr. Assmann advises that the consultant report 
on the long-term potential of consolidating and relocating the entire refuse infrastructure to the 
Port of San Francisco would not be available until the end of June, 2011. 

In order to enable the City to keep open the option of changing transportation methods should 
alternative means of transportation, such as barging through the Port of San Francisco, prove to 
be viable in the future, Mr. Assmann advises that DOE will be recommending further 
amendments to the proposed Amended Facilitation Agreement. According to Mr. Assmann, as of 
the writing of this report, such further amendments were still being drafted and would be 
presented to the Budget and Finance Committee for review and approval on April 20, 2011. 

On February 9, 2011, the Budget and Finance Committee also requested that LAFCO review the 
City’s current process for refuse collection, hauling, recycling and disposal in comparison to 
other jurisdictions. In response to this request by the Budget and Finance Committee, Ms. 
Nancy Miller, Interim Executive Director of LAFCO advises LAFCO issued a Request for 
Proposal (RFP) and received three proposals from (1) R3 Consulting Group, (2) Rosenow 
Spevacek Group, Inc, and (3) HDR, Inc. on March 14, 2011. Based on evaluation of the three 
proposals, LAFCO selected R3 Consulting Group, at a cost not to exceed $27,500. According to 
Ms. Miller, the R3 Consulting Group final report is anticipated to be submitted to LAFCO on 
April 14, 2011 and to be considered by LAFCO at their meeting on April 18, 2011. Ms. Miller 
anticipates forwarding the R3 Consulting Group report to the Board of Supervisors prior to the 
Budget and Finance Committee meeting on April 20, 2011. 

Recology Responds to Budget Analyst’s Prior Report 

On April 11, 2011, Mr. John Legnitto, Vice President and San Francisco Group Manager for 
Recology sent a letter to all members of the Board of Supervisors on the Budget Analyst’s  
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Report on Landfill Disposal and Facilitation Agreements with Recology San Francisco. On page 
1 of this letter, Mr. Legnitto advises that Recology “would like to correct certain statements 
contained in the Report regarding Recology’s commercial rates in San Francisco” specifically 
identifying the Budget and Legislative Analyst statement that “commercial refuse collection 
customer rates in Oakland are significantly lower than those rates paid by San Francisco 
businesses” because Recology offers discounts to all commercial customers that separate their 
recyclables, food and other organic waste. However, the Budget and Legislative Analyst notes 
that (a) Recology’s stated base commercial rates are as reported and San Francisco commercial 
customers who do not recycle pays these rates, (b) there is a cost to San Francisco businesses to 
separate and recycle their refuse, (c) Recology does not provide any data on commercial 
customers rates to DOE to evaluate the amount of discounts provided and the actual commercial 
rates paid, and (d) even if San Francisco commercial customers all received a 50 percent 
discount on their commercial base rates, San Francisco’s commercial rate would be $247.00 per 
month, which is still higher than Oakland’s stated base rate of $237.75 per month. 

In addition, on page 2 Recology states that “competitive bidding does not necessarily result in 
lower rates.” By this statement, Recology acknowledges that it is possible that competitive 
bidding could result in lower rates. In fact, the Budget and Legislative Analyst acknowledged 
that “competitive bidding could potentially result in reduced refuse collection rates for residents 
and businesses in San Francisco”, such that the results could only be definitively determined 
through the utilization of a competitive bidding procedure. 

On page 2 Recology also states that “as a matter of historic practice, Recology adjusts 
commercial rates by the same percentage allowed by (the) City for residential rates”, as 
justification for why Recology believes commercial rates are part of the City’s Rate Review 
Process. However, the Budget and Legislative Analyst correctly notes that there is no 
requirement that Recology adjust commercial rates by the same percentage allowed by the City 
for residential rates. Therefore, the Budget and Legislative Analyst reiterates the fact that 
commercial refuse collection rates, paid by San Francisco businesses, are not subject to approval 
by the City’s Director of Public Works, the City’s Rate Board or by the Board of Supervisors. 

And finally, on page 3, Recology seems to imply that the Budget and Legislative Analyst is not 
recommending approval of the proposed Landfill Disposal and Facilitation Agreements with 
Recology. As shown below, as well as in our earlier February 9, 2011 Budget and Legislative 
Analyst report, the Budget and Legislative Analyst considers approval of the proposed 
resolution to be a policy decision for the Board of Supervisors. 

RECOMMENDATIONS 

1. Although the proposed Landfill Disposal Agreement was subject to the City’s normal 
competitive bidding process, because the Landfill Disposal Agreement is the sole 
portion of the refuse collection, transportation, and disposal process which is subject to 
the City’s normal competitive bidding process, and because the transfer and the 
collection of the City’s refuse has never been subject to the City’s normal competitive 
bidding process, approval of the proposed resolution is a policy matter for the Board of 
Supervisors. 
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