2016-2017 BUDGET QUESTION

Response to Request for Information

DEPARTMENT: Austin Resource Recovery
REQUEST NO.: 23

REQUESTED BY: Zimmerman

DATE REQUESTED: 5/18/16

DATE POSTED: 8/4/2016

REQUEST: If Austin Resource Recovery (ARR) no longer provided residential curbside collection
services, what costs would the City of Austin still have to pay (i.e. additional liabilities such as
the landfill closures)?

RESPONSE:

Austin Resource Recovery (ARR) desires to provide accurate and responsive information / data
to the request. The difficulty with this request is that full review of a privatization alternative
would require an extensive, in-depth analysis and action plan and this information doesn’t
currently exist.

ARR identified several issues that would require more detailed, thorough discussions regarding
service delivery provided by third parties. ARR understands that there may be issues that have
not been identified that would need to be addressed at a later point as well.

A few items requiring further analysis and consideration include:

e the possible financial impact of unemployment compensation associated with the
involuntary termination of approximately 275 or more operational and administrative
staff at ARR and more at other City departments that provide support to ARR;

e asimilar financial impact for the Fleet Department resulting from the trickledown effect
of the large vehicle inventory reduction;

e the negotiated cost of third party vendors to provide a level of service consistent with
ARR current service levels;

e customer service functions such as billing, complaints, cart delivery, etc. Would the
department continue to utilize the Citywide billing system or would the vendor be
responsible for billing going forward?

e Handling of ARR owned operational fleet of vehicles and equipment as well as other
assets in the field such as trash and recycling carts;

o fleet maintenance and fuel expenses;

e any Citywide expense reallocations that may affect the General Fund or other City
departments; and,

e the expenses associated with monitoring, auditing and reporting of third party provided
services as well as customer service levels.

Based upon our assumptions the following activities would continue to be provided by ARR or
the COA:

e Clean Community Fee related operational and administrative services;
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e Landfill closure and post closure care;

e ARR Master Plan activities;

e Bad debt expense for uncollectable utility account balances;

e General Obligation debt service payments;

¢ ARR oversight for contracts in the Central Business District and some residential areas
related to trash and recycling services; and,

e ARR payments to other city departments for services provided.

A residential curbside collection customer that utilizes a 64 gallon trash cart currently pays a
monthly combined fee for trash, recycling, yard trimmings, brush, and bulk collection services
of $23.30 in FY2016. Our response provides information relative to the $23.30 monthly
residential fee. Considering the activities and expenses that ARR assumes that it may continue
to provide in the event of privatization of residential curbside services, ARR estimates that of
the current average residential customer would continue to be responsible for 50-55% ($11 to
$13) for ongoing ARR expense. This amount does not include the cost of the third party
vendors to provide residential curbside trash and recycling services. Such costs would be
added to the fee range cited above. Because third party vendors are not subject to the same
inquiry, disclosure or reporting requirements as the City of Austin, ARR is not in a position of
estimating what a third party vendor’s cost would be of providing identical levels of customer
services. ARR cannot directly compare costs of other Cities with private haulers as a
comparison because there are different services, customer service standards, traffic
congestion, logistical, legal, and equipment considerations that are unique to the City of Austin.

In summary, ARR doesn’t know for certain how much the City of Austin will continue to pay if
curbside services are no longer provided directly from the department. A detailed analysis and
solicitation would be required to pinpoint the exact amount, but utilizing broad assumptions we
would project at least 50-55% of the current billed fee would need to be retained. There are
concerns with utilizing a vendor including maintaining customer service levels, pricing control,
and adherence to legal requirements. Finally, the consideration of contracting the curbside
collection service would result in the termination of at least 275 City employees with no
provision of placement in other City departments.



