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SUMMARY
This report requests the City Council to approve a resolution that authorizes
the City Manager and City Clerk to execute an agreement with the State of
California, acting through the Department of General Services, for the
City to produce and provide vegetal waste organic residues suitable for use
as a fuel in the State Gasification Facility. The City Council provided
conceptual approval of the financial agreement between the City and State
on November 4, 1981.

BACKGROUND INFORMATION
On November 4, 1981 the City Council approved a report from the Assistant
City Manager that:
1.

Provided conceptual approval of the financial agreement between the City
and State

2.

Provided conceptual approval of a General Fund loan to the Wa s te Removal
Fund for capital projects not to exceed $2,000,000. Actual capital expenditures to be approved on a project by project basis by the City
Council.

3.

Directed the staff to provide a recommendation to appropriate funds for
a consultant to design the vegetal waste processing plant.

4.

Directed the staff to complete the CEQA process on the Solid Waste
Transfer Station which includes the proposed vegetal waste processing
plant.

City staff has complied with the above items 2 through 4 as approved by the
City Council.
The Assistant City Manager also informed the City Council that "the City
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Council may not approve the project until the City complies with CEQA".
City Council approval of the "Final Environmental Impact Report on Solid
Waste Disposal Alternatives" now permits the Council to authorize approval
of the project and its final agreement.

FINANCIAL DATA
The financial implications of this agreement were explained in the Assistant
City Manager's report of November 4, 1981, attached as Exhibit I. The City
Council has given conceptual approval of the financial agreement as reported.
There is no change in the financial agreement as approved in concept.

RECOMMENDATION
It is recommended that the City Council approve the attached resolution which
authorizes the City Manager and City Clerk to execute the final Vegetal Waste
Agreement with the State of California.
Respectfully submitted,
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Recommendation Approved:
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Walter J. S1iA0
City Manager
Exhibit I S. Wisham's Report to City Council November 4, 1981
Subject; same
Resolution Authorizing Execution of an Agreement Between the
City and the State of California
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City Council
Sacramento, California
Honorable Members in Session:
SUBJECT: Vegetal Waste Processing Agreement

SUMMARY
This report provides a description of the results of negotiations between the
Assistant City Manager and a representative of the State Department of General
Services concerning the financial commitments contained in the Vegetal Waste
Processing Agreement. A recommendation is made for the City Council to approve
the modified financial commitment contained herein. This recommendation is
conditioned on an understanding that the City assume the full financial
obligation for capital improvements (except for the Solid Waste Management
Board Grant of $227,664) necessary to provide the service to the State.
Conceptual approval of the financial agreement by the Budget and Finance
Committee occurred on October 27, 1981 by a 2-0 vote. Additional Committee
recommendations are provided herein.

BACKGROUND INFORMATION
On October 13, 1981, the Budget and Finance Committee instructed the Assistant
City Manager to open negotiations with a representative of the State Department
of General Services in an effort to obtain a more favorable financial agreement
to provide a vegetal waste fuel source to the State's Central Cooling and Heating
Plant at 7th and Q Streets. The State proposed to pay the City $2 per ton for a
minimum of 20,000 tons per year. The maximum financial commitment by the State
was set at $50,000 per year. Several portions of the contract, and more
specifically the financial commitments, caused the City Engineer and City Attorney
to recommend against the contract proposed by the State of California.
The Budget and Finance Committee's instructions to the Assistant City Manager
limited the negotiations to financial impact. No attempt was made to
restructure the proposed capital and service program initially developed by the
State and City staffs. Negotiation with the State representative was
conditioned on the assumption that the City Council desired to participate in
this experimental program by fully funding the capital improvements (minus the
$227,664 Grant from the Solid Waste Management Board). Further; that the City
was to obtain a fair price for the vegetal waste fuel which will enable the

City to recover the cost of providing the service. The significant financial
commitments negotiated with the State are as follows:
1. The price the State will pay to the City during the first year
of the agreement is $5.50 per ton. The previous amount offered
by the State was $2 per ton.
2. The price per ton paid to the City in succeeding years will be
adjusted based on the Consumer's Price Index for the San
Francisco Bay Area. The actual adjustment, if any, will be
determined by multiplying the base rate of $5.50 per ton by
the percentage of the CPI. The previous contract made no
allowance for increase in the price of the material provided
by the City.
3. The minimum guaranteed payment by the State has been increased
from $40,000 to $110,000 per annum.
4. The maximum to be paid by the State during the first year of
the contract is increased from $50,000 to $150,000.
5. Changes negotiated in the financial penalty section of the
Fair Employment Practices Act have eliminated most of the
financial risks to the City. Additionally, the State agrees
to acquire the plant and equipment acquired by the City in
the event that the State should terminate the agreement
with the City for FEPA violations. This change is
consistent with the State's previous agreement to reimburse
the City for depreciated cost of the City capital investment
(minus the $227,664 Solid Waste Management Board Grant).

FINANCIAL DATA
A contract with the State to provide increased vegetal waste for organic fuel
requires the City of Sacramento to make a capital investment estimated in
excess of Si million. This capital expenditure will be reduced by the amount
of the Solid Waste Management Board's Grant of $227,664. The total capital
cost is an estimate based on a conceptual plan and no attempt is made by the
City staff to present this as the final cost.
The projected annual operating expense for the proposed Vegetal Waste Processing
Facility is in excess of $248,000 per year. This amount includes an estimated
$108,310 in the depreciated cost of capital structures and equipment. The
net operating cost to the City based on 1981 dollars, is $139,000 per year.
The cost for maintenance and operation, as estimated by the City staff, assumes
a level of staffing and equipment performance without the benefit of experience
with the proposed physical plant and material handling service.

RECOMMENDATION
It is recommended that the City Council approve the City-State Vegetal Waste
Contract with the negotiated financial commitments contained in this report.
The City Council is reminded that this program is experimental in nature and

represents a major capital risk without the benefit of proven performance
experience. Acceptance of this contract will require the City to develop a
processing plant, principally at City expense, to assist the State in proving
the technology for the use of vegetal waste fuel.
The City Council previously set aside $2 million from the City General Fund
to finance the Waste Removal Landfill Transfer Station Project (FY 81-82).
The prevailing economic conditions that have eroded the City's General Fund
causes this office to recommend that the City Council approve alternate
financing for the capital cost of this project. Assuming that the Council
approves the project, it is recommended that the General Fund financial
commitment to this project be considered as a loan to the Waste Removal Fund.
Details of the payback schedule will be developed by the Finance Department
for Council approval.
On Monday, October 26, 1981 the following additional condition was brought
to the attention of the City Manager's office:
The City has not yet completed the CEQA process for the proposed project.
The project was originally included in the environmental impact report for
the proposed solid waste transfer station. The process of completion of the
EIR may require up to sixty (60) days. The City Council may not approve the
project until the City complies with CEQA. Assuming that the Council wishes
to approve the project, it is "recommended that the City staff be directed to
complete the CEQA process as soon as possible.

ACTION BY THE COMMITTEE
The Budget and Finance Committee, on a 2-0 vote, directed the City staff to
forward four Committee recommendations to the City Council.
The Committee recommended that the Council:
1. Provide conceptual approval of the financial agreement between
the City and State.
2. Provide conceptual approval of a General Fund loan to the
Waste Removal Fund for capital projects not to exceed
$2,000,000. Actual capital expenditures to be approved on
a project by project basis by the City Council.
3. Direct the staff to provide a recommendation to appropriate
funds for a consultant to design the vegetal waste processing
plant.
4. Direct the staff to complete the CEQA process on the Solid
Waste Transfer Station which includes the proposed vegetal
waste processing plant.
Recommendation Approved:

-
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WALTER J. SL
City Manager

Respectfully submitted,

SOLON WISHAM,
Assistant City Manager
November 4, 1981
All Districts

RESOLUTION NO.

F

ADOPTED BY THE SACRAMENTO CITY COUNCIL ON DATE OF

January 12, 1982
RESOLUTION AUTHORIZING EXECUTION OF AGREEMENT
WITH STATE OF CALIFORNIA FOR CITY TO PROVIDE
FUEL SUPPLIES OF ORGANIC RESIDUE
BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SACRAMENTO:
That the City Manager and the City Clerk are hereby
authorized and directed to execute on behalf of the City of
Sacramento an Agreement between the City and the State of
California, acting through the Department of General Services,
whereby the City is to build, operate, and maintain a facility
for processing and production of organic residues suitable for
use by the State Gasification Facility as a fuel.

Mayor
ATTEST:

APPROVED
BY THE CITY COUNCIL
JAN 2 0 19R?
City Clerk
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