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Agenda Item Title
Adoption of Resolution of the Cloverdale City Council Authorizing the City Manager with Approval by the City
Attorney to Execute an Assignment and Assumption Agreement with Recology Sonoma Marin, A Wholly
Owned Subsidiary of Recology Inc., Thus Granting the Assignment of the City’s Current Franchise Agreement
with Redwood Empire Disposal for Collection, Disposal, and Processing of Solid Waste, Recyclables and
Compostable Materials, and an Waste Delivery Agreement Acknowledging that City’s Waste Commitment to
Use Facilities Operated by Republic Services of Sonoma County
Summary
BACKGROUND: The City entered into a Franchise Agreement with Redwood Empire Disposal for a variety of
solid waste hauling and other services in March 2011. On August 18, 2017, the City received a request from
Redwood Empire Disposal (“RED”) to assign the Franchise Agreement to Recology Sonoma Marin, which is a
wholly owned subsidiary of Recology, Inc. (“Recology”).
RED is owned by The Ratto Group (“TRG”). TRG and Recology have entered into an Asset Purchase
Agreement (“APA”) that involves Recology acquiring substantially all of the assets owned by TRG, including
the City’s Franchise Agreement as well as all equipment and facilities currently used by TRG to perform
services for the City and other agencies in Sonoma and Marin Counties (“Agencies”). Unlike a stock purchase,
wherein the entire company would be purchased, and operations taken over under a new name, this asset
purchase would effectively render TRG without assets to provide services, as those assets would become the
property of Recology.
In addition to the Franchise Agreement with the City, TRG operates a number of subsidiary companies which
have solid waste franchises with various jurisdictions in Sonoma County. Based on the present
understanding of the arrangement between TRG and Recology, the APA includes a condition that all
jurisdictions must provide consent to the assignment of their respective franchises before the transfers
under the APA take effect.
R3 was engaged to conduct due diligence and review the fitness of Recology on behalf of the City of
Cloverdale, as well as other cities, towns, counties, and other agencies holding solid waste collection
franchise agreements with the various subsidiary companies of TRG in order to evaluate the proposed
assignment.
This review included an assessment of: 1) Assignment provisions and other requirements of available
agreements; and 2) Financial and operational information provided by TRG and Recology, and
recommendation regarding the appropriateness of assignment based on R3’s review; and 3) Likely effects of
any assignment on rates and services for individual agencies.
ANALYSIS: Section 10.8 of the City of Cloverdale’s Franchise Agreement requires the following for a potential
assignment:
1. Contractor must pay the City its costs incurred for staff time, consultant fees and attorneys’ fees
incurred to evaluate the suitability of any proposed assignee, and to review, draft and finalize any
documentation required to approve and implement any assignment.
2. Contractor shall furnish the City with audited financial statements of the proposed assignee's
operations for the immediately preceding 5 operating years.
3. Contractor must furnish the City with satisfactory proof that the proposed assignee has the
demonstrated technical capability to perform all Franchise services and any other information required
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by the City to ensure the proposed assignee can fulfill the terms of the Franchise agreement in a timely,
safe, and effective manner, including:
a) That the proposed assignee has at least 10 years of solid waste management experience on a scale
equal to or exceeding the scale of operations required to perform the Franchise agreement;
b) That, in the last 5 years, the proposed assignee has not received any citation, fine, penalty, censure
or other sanction from any local, state, federal, or local government agency, or, if so, that the
Contractor has provided the City with a complete list and copies of such sanctions;
c) That the proposed assignee has at all times conducted its operations in an environmentally safe and
conscientious fashion; and
d) That the proposed assignee conducts its solid waste management practices in full compliance with
all applicable federal, state, and local laws and regulations governing the collection, transportation,
processing, and disposal of solid waste, recyclable materials and compostable materials, including
hazardous substances as identified in Title 32 of the California Code of Regulations, as may be
amended from time-to-time.
4. The City reserves the right to approve a requested assignment conditioned on an increase in the
required performance bond, the levels, kinds, or types of required insurance, or on any other change in
the Franchise agreement terms that the City believes is necessary or appropriate to adequately provide
for the performance of the Franchise services and protect the public.
5. To be considered, assignment applications must include an assignment deposit in the amount of
$25,000.
6. Any approval to assign the Franchise is conditioned on Contractor cooperating with the City and
assignee(s) to produce an orderly transition of the Franchise services without interruption, which
cooperation will include, but not be limited to, Contractor providing route lists, customer account and
billing information, equipment inventories, and other information and assistance reasonably necessary
to effect an orderly transition in Franchise services.
FINDINGS: A summary of R3 findings regarding Recology are as follows: 1) Recology’s operational
experiences qualify the company to provide services under the agreements, because they generally operate
in compliance with laws and regulations, and within State Minimum Standards; and 2) Recology’s financial
resources appear sufficient to meet the obligations of the agreements, including vehicle and equipment
capital replacements planned for 2018; and 3) The City should anticipate that Recology will request rate
increase adjustment in the future; and 4) The City has discretion regarding whether or not to consider and
accept a potential future rate increase adjustment.
R3 has also conducted a limited field review of street conditions in the City of Cloverdale, finding that: 1) The
residential collection carts appeared to be in good condition, with limited litter; and 2) The commercial
collection bins were in decent shape, with signs of litter that were not excessive; and 3) City businesses that
participate in the food scrap program had generally negative feedback due to concerns about missed pickups, appropriate handling of materials, and lack of information about actual impacts of participation,
however businesses desire to continue participating in the program.
WASTE DELIVERY AGREEMENT: The City’s commitments under the Waste Delivery Agreement (“WDA”) with
Republic Services of Sonoma County, Inc. (“Republic”) are to deliver all committed City waste to the Sonoma
County Central Landfill or County Transfer Station Facilities pursuant to the current City collection franchise
agreement. A formal acknowledgement of the franchised hauler’s agreement to be bound by the City’s WDA
will be signed by a representative of Recology, Republic, and the City Manager as a condition of the
assignment agreement. This acknowledgement will outline that Recology agrees that:
1. Committed City waste will be delivered to Sonoma County solid waste facilities operated by Republic; and
2. Recology will pay Republic for delivery of waste within 30 days of date of invoice; and
3. Recology will commence the City-wide commercial food waste collection and City-wide dry commercial
mixed waste collection as directed by the City.

Options
1) The City Council authorize City Manager to proceed with the proposed assignment agreement and
waste delivery assignment acknowledgement upon approval by the City Attorney; or
2) Reject the proposed assignment and require TRG to continue operation of RED.
Budget/Financial Impact
There is no direct cost to the City for the recommended changes. The Franchise Agreement requires all costs
incurred by the City to consider and complete any assignment to be covered by RED.
Subcommittee Recommendation
No subcommittee has reviewed the proposed assignment. At the November 14, 2017, City Council meeting,
there was a detailed presentation given by Recology about the proposed assignment. In addition, a
representative of R3 Consulting gave the City Council a presentation on the requirements of the franchise
agreement assignment process.
Recommended Council Action
The City Manager recommends that the City Council adopt the attached resolution, which authorizes the City
Manager upon approval by the City Attorney to execute the assignment agreement and the waste delivery
agreement commitment acknowledgement.
Attachments:
1) Proposed Resolution
2) Proposed Assignment Agreement
3) Insurance Certificates and Performance Bond
4) Waste Delivery Agreement
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