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MEMORANDUM 
 
To: David Ramsay, City Manager 
 
From: Daryl Grigsby, Public Works Director 
 John MacGillivray, Solid Waste Coordinator 
 
Date: February 5, 2009 
 
Subject: CITY COUNCIL RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE THE 

FIRST TWO-YEAR CONTRACT EXTENSION OF THE CITY OF KIRKLAND’S 
COMPREHENSIVE, GARBAGE, RECYCLABLES AND ORGANICS COLLECTION 
CONTRACT WITH WASTE MANAGEMENT, INC. 

 
RECOMMENDATION  
It is recommended that the City Council approve the attached resolution authorizing the City Manager to 
sign a two-year extension to the City of Kirkland’s Comprehensive, Garbage, Recyclables, and Organics 
Collections Contract with Waste Management, Inc. (WMI) as recommended by the Finance Committee on 
January 27, 2009 and pursuant to Section 1.Term of Contract.  (An electronic copy of the Contract can be 
found on the Finance & Admin intranet page under “Finance and Admin Documents”.) 
 
BACKGROUND DISCUSSION 
The current term of City of Kirkland’s seven year contract with WMI is October 1, 2003 through September 
30, 2010.  Per Section 1, the City holds the sole option to extend the contract for up to two, two-year 
extensions under the original terms and conditions.  In order to exercise the first of the two year extensions, 
the City must notify WMI no later than March 30, 2009.  If the City elects to extend the agreement without 
modification, the contractor can present a request from relief for any adverse market changes that have 
occurred during the previous period of the contract.  The City is, however, under no obligation to give 
consideration for those adverse changes as a condition for invoking either of the contract extension options. 
Furthermore, both parties, by mutual consent, may agree to renegotiate and amend, alter, or modify any 
terms of the contract at any time. 
 
In October 2008, the City adopted a new two-year linear rate structure for 2009/2010 which raised the 
cost of larger size carts/dumpsters and lowered the price of smaller-sized carts/dumpsters.  The new 
structure encourages more customers to downsize their garbage containers and take full advantage of the 
outstanding recycling services provided through the contract.  The new two-year rate structure included an 
average rate increase of 4.7 percent to the multifamily/commercial sector and an average rate decrease to 
the single family sector of 2.3 percent. 
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CONTRACT FEATURES 
In comparison to other expiring or new municipal solid waste and recycling contracts in the region, our 
current contract with Waste Management is particularly advantageous to the City and its customers both in 
terms of rates and services.  Many of the services and provisions listed below meet or exceed the industry 
standard for municipal contracts in the region.  Much of Kirkland’s high recycling diversion rate 
performance and reputation as a regional leader in recycling can be directly attributed to the structure and 
stipulations included in our contract.  Some of the major highlights include: 
 
      Features 

• Year-round weekly collection of garbage, recycling, and yard waste 
• Embedded rate structure that provides financial incentive to recycle more and dispose of less 
• Variable garbage cart and dumpster sizes (four cart sizes and seven dumpster sizes) 
• Two sizes of residential recycling carts (96- and 64-gallon) 
• Curbside collection of electronics, oil/anti-freeze, and textiles 
• Commercial/multifamily customers receive recycling volume 150% the size of their garbage 

volume at no extra cost 
• Contractor receives revenue from sale of collected recyclables and bears all risk relative to 

historically volatile commodities markets 
• Commercial Organics Program (started 2007) 
• Contractor required to provide free assistance with multifamily education and outreach 
• Year-round service to Commercial Business District street garbage cans 
• 70% of annual CPI clause  
 
Recycling Diversion Rate Performance Over Term of Contract 

       
Recycling Diversion Rate Performance 2003 to 2008 

  Diversion   
Sector/Program 2008 2007 2003 Pct Change 2003 to 2007 

Single Family 68.96% 68.82% 56.60% +22% 

Multifamily 15.65% 14.89% 13.70% +14% 
Commercial** 17.37% 13.33% 8.00% +117% 

Commercial Organics 198 tons 57 tons   +247% 
**Diversion data for WMI Kirkland customers only – other commercial recycling haulers in Kirkland do not report 
data so true rate is substantially higher. 

 
WASTE MANAGEMENT’S CONTRACT PROPOSAL 
Recognizing the City holds two, 2-year options to effectively extend the contract without modification 
through September 2014, WMI representatives approached City staff in October 2008 and described the 
current market conditions as adverse due to the rising costs of fuel and labor.  While fuel and labor charges 
have risen over the term of the contract, WMI’s overall profitability is in question since WMI receives 
revenue from disposal and the sale of recyclables.  According to WMI, the contract is a relatively low 
performer and is currently at or below the breakeven point.  Additionally, WMI offered significant rate 
increases ranging from 23% to 46% experienced in other new contracts in the cities of Shoreline, Mountlake 
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Terrace, and Renton, as evidence the City of Kirkland may experience similar rate increases in a 2014 
competitive re-bid unless action is taken now to stabilize rates.  
 
Examples of regional rate increases and some consequent adverse service changes include: 
 

Recent Puget Sound Area Rate Increases** 
City 2009 Rate Increase Service Changes/Reduction 

Renton +37% 
Every other week garbage and recycling 
collection 

Mountlake Terrace +23% Every other week garbage 
Shoreline +42% 
Seattle +28% Mandatory food scrap recycling 

** All information provided by Waste Management, Inc. 
 
Waste Management submitted a pro forma in November 2008 for staff review that includes a proposal for 
new contract terms and an alternative proposal should the City elect invoke its first two-year extension. 
 
Key financial provisions included in the new long-term contract proposal include: 
 

• Between 2009-2013, rates charged to the City by WMI increase: 4% to Residential, 10-12% to 
Commercial, and 10-15% to Roll-off accompanied by a 12% overall mark-up on disposal.  

• Adoption of rate increases to customers in all sectors ranging in incremental increases from 6.7% 
in 2009 to 8.0% by 2013 to cover the aforementioned price rate increases to City and insulate 
customers from a large rate increase in 2014 if the contract is rebid. 

• Inclusion of a new Consumer Price Index (CPI) escalator calculator in 2014 and beyond to be used 
to calculate rate increases. 

• Waste Management to provide all billing services at a cost of $100,000/year. 
 
In an alternative to the long-term proposal, WMI requested the City consider a modification to the contract 
due to adverse market conditions if the City elects to decline the new contract proposal and exercise the 
first two-year extension.  Key provisions of the alternative included: 
 

• A fuel surcharge based on the price of fuel at the beginning of the contract 
• Adjustment of the annual CPI from 70% to 100% 
• Compensation for carts required to meet customer demand associated with the City’s 2009/2010 

adopted rate structure. 
 
IMPORTANT CONSIDERATIONS 

1) The City’s current contract terms with Waste Management are advantageous to the City and the 
services and provisions provided within have provided substantial support to the City’s goal of 
achieving and maintaining high annual recycling diversion rates;    

 
2) When considering how to fairly respond to WMI’s request for new contract terms or relief from 

adverse market conditions, it’s important to note that WMI has been the City’s garbage and 
recycling service provider and partner for more than 20 years. Over that period, WMI has become 
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a key partner in supporting our efforts to increase recycling and diversion and has helped us 
implement new innovative recycling efforts such as our Commercial Organics Program, multifamily 
food scrap recycling pilot, and service/billing consolidations in the CBD.  Waste Management has 
consistently participated in and provided sponsorships to community events and has donated free 
garbage, recycling, and organics containers and services to annual events such as the Kirkland 
Wednesday Market and Kirkland Uncorked; 
 

3) Consider that, under the terms of the contract, Waste Management receives revenue on the 
disposal and transport of materials and income from the sale of all recycling commodities collected 
in the Kirkland.  Anticipated revenue from each of these streams is spread over the entire term of 
the contract in the bid price and is intended to temper volatility in fuel and labor costs.  Without a 
closer examination of Waste Management’s overall profitability over the full term of the contract, it 
is difficult to give full credence to their claim of adverse market conditions.  

 
Given the current contract’s advantageous features, the recent adoption of a stable, two-year rate structure 
for 2009/2010, and the current overall economic climate, it is the belief of staff that neither a re-bid nor 
acceptance of the full terms of WMI’s new contract proposal is a preferred alternative to maintaining the 
status quo and exercising the first of our two, 2-year extension options.   
 
NEXT STEPS 

1) Starting in 2010, embed the collection of extra rate stabilization funding into the rate structure.  
The extra funds would be set aside in the utility to offset any projected large-scale rate increases 
and to maintain established high service levels at the end of the full contract term in 2014 in a re-
bid. Staff will return to Council in 2010 to propose a new rate structure to phase in the increase 
over a four-year period. 

 
2) In response to WMI’s claim for relief from adverse market conditions staff will proceed with limited 

negotiations with Waste Management to address WMI’s rising fuel costs.  The limited renegotiation 
of the contract is proposed to be completed by the end of the current contract term in September 
2010.  Waste Management has expressed their willingness to engage in limited negotiations 
pertaining only to issues related to CPI/fuel surcharge compensation. Staff will return to the City 
Council for final review and approval of any renegotiated contract addendum. 

 
Potential contractual mechanisms open for discussion in the aforementioned limited renegotiation 
to address rising fuel costs include but are not limited to: 

 
(a) Fuel Surcharge: Negotiate an addendum in the contract to provide WMI reasonable relief from 

extraordinary changes in fuel costs.  For example, the City of Bothell’s contract with WMI 
includes a specific clause that invokes a fuel surcharge should average annual fuel prices 
exceed a given threshold. The fuel surcharge, when triggered, is added directly as a line item 
to the customer’s bill.  

or 
 

(b) Enhanced CPI Adjustment: Renegotiate Section 3.3 Compensation Adjustments with WMI to 
replace the existing 70% of the annual percentage change of the CPI escalator with a hybrid 



Memorandum to City Council 
February 5, 2009 
 

5 
 

annual rate adjustment escalator that references consumer price indices tied both to labor 
costs and fuel.  For example, the City of Shoreline’s contract contains a section that references 
and weights three different CPI indices to calculate an annual Inflation Adjustment Factor. 

 
3) At the January 27, 2009 Finance Committee meeting, staff introduced a proposal to move solid 

waste billing responsibilities to Waste Management for $100,000 annually.  Currently, the City bills 
all of its customers but Waste Management manages all of the commercial/multifamily accounts. 
The proposed move is intended to alleviate customer confusion and prepare the City for the 
possibility of annexation. The Finance Department will be working on a more detailed follow-up 
proposal to bring to the Finance Committee at a later date. 
 



RESOLUTION R-4745 

 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KIRKLAND TO 
AUTHORIZE THE CITY MANAGER TO EXECUTE THE FIRST TWO-YEAR 
EXTENSION OF THE CITY OF KIRKLAND’S COMPREHENSIVE, GARBAGE, 
RECYCLABLES AND ORGANICS COLLECTION CONTRACT WITH WASTE 
MANAGEMENT, INC. (WMI) PURSUANT TO SECTION 1: TERM OF CONTRACT. 
 
 WHEREAS, the term of the City of Kirkland’s Comprehensive, Garbage, 
Recyclables, and Organics Collection Contract is due to expire without extension 
on September 30, 2010; and 
 
 WHEREAS, the City of Kirkland may extend the Contract for up to two, 
two-year extensions under the original terms and conditions; and 
 
 WHEREAS, the City of Kirkland is contractually required to notify Waste 
Management, Inc. of its intent to exercise the first of its two, two-year 
extensions no later than March 30, 2009; and 
 
 WHEREAS, the current terms and conditions of the contract are 
advantageous, beneficial to, and supportive of the City of Kirkland waste 
reduction and recycling goals and programs; and 
 
 WHEREAS, Waste Management, Inc. has substantially and satisfactorily 
performed all work as contractually required and has been supportive of the City 
of Kirkland’s waste reduction and recycling goals and programs; 
 
 NOW, THEREFORE, be it resolved by the City Council of Kirkland as 
follows: 
 
 Section 1.   The City Manager for the City of Kirkland is hereby authorized 
and directed to send a notice substantially similar to the attached letter 
exercising the first two-year extension of the City of Kirkland’s Comprehensive, 
Garbage, Recyclables and Organics Collection Contract with Waste Management, 
Inc., pursuant to Section 1: Term of Contract. 
 
 Passed by majority vote of the Kirkland City Council in open meeting the 
____day of ______________, 2009. 
 
 Signed in authentication thereof this ____ day of _________, 2009. 
 

            _____________________________________ 
            MAYOR 
 
Attest: 

________________________ 
City Clerk 

Council Meeting:  02/17/2009 
Agenda: Approval of Agreements 
Item #:  8. g. (3).
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February 17, 2009 
 
 
 
Ms. Susan Robinson 
Director, Public Sector Services 
Waste Management, Inc. 
801 2nd Avenue, Suite 614 
Seattle, WA 98204 
 
RE:  INTENT TO EXTEND SOLID WASTE CONTRACT 
 
Dear Ms. Robinson: 
 
Pursuant to Section #1 of the Comprehensive Garbage, Recyclables and Organics (Yard 
Debris + Food Waste) Collection Contract of 2003 between the City of Kirkland and 
Waste Management of Washington, Inc. (the Contract”), the City hereby exercises its 
first option to extend the Contract for two years beyond September 30, 2010, under the 
original terms and conditions of that Contract. 
 
Sincerely, 
 
 
 
David Ramsay 
City Manager 
 
CC: Kirkland City Council 
 Daryl Grigsby, Public Works Director 
 Tracey Dunlap, Director of Finance and Admin 
 Robin Jenkinson, City Attorney 
 Rob Jammerman, Development Engineering Manager 
 Kathi Anderson, City Clerk 
 John MacGillivray, Solid Waste Coordinator 
  
 


	8g3_R-4745
	8g3_R-4745 Attach



