City of Long Beach Memorandum
Working Together to Serve

Date: June 26, 2014
To: Patrick H. West, City Manager
From: Laura L. Doud, City Auditor ji

Subject:  Audit of Hauler Fee Payments

Our office retained the firm of HF&H Consultants, LLC (HF&H) to audit the
largest refuse haulers to verify that payment of AB939 fees and franchise fees
were remitted to the City in accordance with the associated contracts, which are
overseen and managed by the Department of Public Works (Department). The
scope of the audit was calendar year 2011, 2012, and the first six month of 2013.
Results of the audit are detailed in Attachments 1 through 5.

As illustrated in Table 1, Consolidated Disposal Service (CDS), Universal Waste
Systems (UWS) and Waste Management (WM) owe the City $60,935 in under
paid fees and associated late charges. All three haulers concur with the audit
findings and are in the process of remitting payment to the City.

Table 1
CDS, UWS and WM - Total Fees Due the City
2011, 2012 and first six months of 2013

Total Fees
Attachment Hauler Due the City

1 Consolidated Disposal Service {CDS) S 648

2 Universal Waste Systems (UWS) 4,553

3 Waste Management (WM)** 55,733

Total Fees Owed to City $ 60,934

** The WM fees due indudes reimbursement for the cost of the audit per Section 10.2.6 of the related
contract.

The remaining two haulers, BZ Disposal and Signal Hill Disposal, are both
subsidiaries of EDCO Disposal Corporation (EDCO). HF&H found that during the
audit period, both EDCO companies made payments to the City routinely late in
24 of the 30 months reviewed, resulting in a significant assessment of late
payment charges totaling $133,755, as illustrated in Table 2. However, late
payment contract terms were not enforced at the time the late payments
occurred, therefore resulting in $133,755 of lost revenue to the City.
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Table 2
EDCO Subsidiaries - Late Charges Due the City
2011, 2012 and first six months of 2013

Late Charges
Attachment Hauler Due the City

4 BZ Disposal S 70611
5 Signal Hill Disposal, LLC 63,144
$ 133,755

As illustrated in Table 3, EDCO — BZ Disposal overbilled the City for green waste
roll-off loads by $3,698. Further, the hauler inadvertently included green waste
receipts in the calculation of City fees, resulting in a $34,264 overpayment in City
fees. When these amounts are netted with EDCO - BZ Disposal’s late charges,
the result is a net amount due the City of $40,045, as illustrated below. However,
the City and EDCO mutually agreed in writing to waive all outstanding fees and
late charges for the audit period for both haulers. Further, both parties agreed
that going forward, green waste receipts will be excluded in calculating fees due
the City and all late payments will be subject to late charges as defined in the
associated contract.

Table 3
EDCO Subsidiary - BZ Disposal
Total Net Amount Due the City
2011, 2012 and first six months of 2013

Overbilled City Green Waste Roll-Off Loads $ 3,698
Late Payment Charges (from Table 2) 70,611
Total Fees Due the City 74,309
Overpaid City Fees By BZ Disposal (34,264)
Net Amount Due the City S 40,045

We recommend the City manage all hauler contracts more closely and enforce
late payment charges to the maximum amount allowed under the associated
contract and pursue collection immediately.

cc: Bob Foster, Mayor
City Council Members
Ara Maloyan, Department of Public Works, Director
Suzanne Frick, Assistant City Manager
Charles Parkin, City Attorney
James R. Kuhl, Environmental Services Bureau, Manager
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ATTACHMENT 1

CONSOLIDATED DISPOSAL SERVICE
Review of City of Long Beach fee payments for the 30 months ended June 30, 2013.

Summary of Findings

CDS owes a total of $648.48 to the City for underpaid fees and late payment charges, as shown below:

Underpaid City Fees $506.94
Late Payment Charges and Interest 141.54
Total Amount Due the City $648.48

Procedures Performed

Consolidated Disposal Service (“CDS”) is a subsidiary of Republic Services, Inc. As reflected in Table 1,
CDS reported $12,215,073.56 in gross receipts and remitted $2,110,323.58 in AB 939 fees and franchise
fees to the City. in order to verify the City fees remitted, HF&H:

e Agreed the gross receipts reported to the City for each of the 30 months to CDS’s underlying system
report and verified the mathematical accuracy of the amounts reported;

e Verified that payments remitted to the City for City fees were remitted on or before the due date;

o Selected a sample of approximately 77, 75 and 76 accounts for 2011, 2012 and 2013, respectively.
For each account, we verified that its location was within the City of Long Beach and confirmed the
proper inclusion of the selected payments in the gross receipts reported to the City.

Table 1: Summary of Gross Receipts and AB 939 Fee and Franchise Fee Due to the City

6 Months

Tota! 30 Months
Description CY 2011 CY 2012 Ended June 30, Ended June 2013
2013
Gross Receipts
Refuse Routes $ 3,681,034.42 | $3,580,701.87 | $1,729,946.55 | $ 8,991,682.84
Recyding Routes 48,889.92 37,816.74 25,581.88 112,288.54
Rolloff Routes 1,130,859.02 | 1,242,531.97 737,711.19 | 3,111,102.18
Total Gross Receipts, As Reported 4,860,783.36 | 4,861,050.58 | 2,493,239.62 12,215,073.56
Adjustment to Gross Receipts 510.11 - 2,362.79 2,872.90
Adjusted Gross Receipts $ 4,861,293.47 | $4,861,050.58 | $2,495,602.41 | $ 12,217,946.46
City Fees
AB 939 Fee $ 38890348 |5 38883404 |5 19964818 |$5 977,435.70
Franchise Fee 397,729.48 486,105.07 249,560.27 1,133,394.82
Recalculated City Fees 786,632.96 874,989.11 449,208.45 2,110,830.52
City Fees Remitted 786,551.34 874,989.11 448,783.13 2,110,323.58
Fees Due To City before Late Payment Charges $ 81.62] S - $ 42532 1S 506.94
Late Payment Charges
Basic Penalty (10%) 8.16 42,53 50.69
Late Payment Interest (1.5% per month) o 41.75 49.10 90.85
Late Payment Charges 49.91 91.63 141.54
Total City Fees and Late Payment Charges Due to the City | $ 13153 | § S 516.95 | $ 648.48

Y The Jate payment interest of 1.5% per month is calculated through December 2013. See Exhibit 1 for the calculation of the

interest charge.

City of Long Beach,
Consolidated Disposal Service

February 5, 2014




ATTACHMENT 1

Adjustments

Each month, CDS calculated and deducted gross receipts received from accounts with service addresses
outside of the City. As part of the gross receipts reporting process, the accounts included in the gross
receipts are reviewed to confirm that the Long Beach accounts are properly included in the gross
receipts reported to the City. If accounts are incorrectly added to Long Beach gross receipts, they are
identified at this time as part of CDS control procedures. Two of the accounts for which gross receipts
were deducted had service addresses that were within the City boundaries. The gross receipts for
accounts with service addresses within the City that were deducted in error are shown in Table 2 and
total $2,872.90 for the review period. The City Fees related to these gross receipts total $506.94.

Table 2: Accounts Deducted in Error

Month Account and Service Address orose Fee% | City Fees
Receipts

April 2011 | Mimi’s Café 0057 — 6670 E Pacific Coast Highway $ 510.11 16% S 81.62

March 2013 | BJ's Chicago Pizzeria — 5258 E Second Street 781.86 18% 140.74

April 2013 | B)'s Chicago Pizzeria — 5258 E Second Street 790.85 18% 142.36

May 2013 BJ’s Chicago Pizzeria — 5258 E Second Street 790.08 18% 142.22

Total Deductions in Error $2,872.90 $506.94

HF&H verified that payments for these two accounts were properly reported for the months prior and
subsequent to the adjusted months.

April 2011 Reporting Adjustment (including a Prior Period Adjustment)

Republic Services, Inc. (“Republic”) and Allied Waste (“Allied”) merged in December 2008. Republic and
Allied maintained their accounting and gross receipts reporting systems separately until May 2009, when
the accounting systems were merged. In order to verify proper accounting for gross receipts, HF&H
agreed gross receipts to internal records and tested accounts within the City limits as well as accounts
outside the City’s borders within a selection of zip codes adjacent to City boundaries. As provided in the
December 8, 2010, HF&H report titled “Audit of Consolidated Disposal Service for Calendar Years 2008
and 2009,” HF&H found a significant number of accounts that were not properly reported and requested
CDS staff to investigate.

As a result of that investigation and reflected in Table 3, in April 2011, CDS made a one-time adjustment
to gross receipts reported to the City of $197,651.47 for overpayments during the period from May 2009
to April 2011. This adjustment to gross receipts reduced City fees by $31,624.23.

Table 3: CDS Adjustment
Gross City Fee | Total City

L Receipts % fees
May 2009 - November 2009 $ 7680394 12% |$ 9,216.47
December 2009 9,605.37 | 16% 1,536.86
Subtotal 2009 86,409.31 10,753.33
Calendar Year 2010 115,844.59 16% 18,535.13
January 2011 - April 2011 14,598.55 16% 2,335.77
Total Adjustment $ 216,852.45 $31,624.23
Recalculated based on 16% $ 197,651.44 16% $31,624.23

Minor Rounding 003} 16% -
Total CDS Adjustment $ 197,651.47 16% $31,624.23

City of Long Beach,
Consolidated Disposal Service 2 February 5, 2014




ATTACHMENT 1

BIHISIT Y

Cansolldated Disposal Setvice

Tty of Long Beach
Gross Receipts and City Fees
Ape1i Moy11 fon-12 x*13 Ang12 sop 13 oot Now12 Oeoll Torat

G Reoviyty

Refuse Routes 6 202,19360|§ 35545874(5 409970.19|5 10998821 ¢ sioses38|S 34697361 309,603.24[$ 36034433($ 28478288 27MO026(S 263295.24($ 35089974 [5 368103442

Recytling Routes 640255 128148 5.904.95 333558 460027 385118 3,650.76 452082 444838 T3 162118 aa89.92

Roliott Routes 85,1942 STRIY . T 75,087.50 108! 128,094.83 11459216 96,962.12 94,349.32 8255114 5,176.58 1.130,850.02
Totat Gross Receipts 388,355, 67 amams3| | SHAINI0l  VERAIL9| 39715739 WG 247.36]  am319.70 475,396.25 e 5E?]  STRAIN.I6 349,764.69| _ a4119930]  4.860,783.35

|Adiurtment 1o Grow Asovien

1. Gross recetpts for Long Beach customers dedutted in evror 51011 $10.11
Total Adustment - - - $10.11 - - - - = S 5 . $10.11
Adusted Gross Recelpts S 35567| S AM62053|S SHAILID| S WASIIAO|S 7157395 Me02a736(3 4393192015 arma2s|s Wess2]s IMEMI6]S M764e9]S 44L79990[S 4B61L734)

{Cimefoun

A8 939 Fee s awesas|s  aaesoas|s asmses|s 1siams snrmsa|s  aemwwss(s  as1sels 3830701 3090927|S  s0.383{S  2299118[5 33303995 35K24E

|Franchise Fee 3106845 33,6508 4257508 15,113.72 31,7259 36819.79 ¥5.161.53 38,351.70 26 30.145.94 2798117 4412999 397,729.48
Recakcutated Gty Fees 62,13691 67,300.56 85,750.10 743 18 716558 7,323.07 75,703.40 6151853 |  soming 55,962 35 MDA 794,632.96

ey Fees Romares 62,1369) 6130056] 8575010 30,145.81 63,545.18 7363958 70,323.07 76.703.40 6181853 €0,791.87 5,967.35 79,433.98 786,551.34
Chty fees Undevpaid - - - 3162 - - - - - - - - 8167

{bte Prrymaent Chacc.

Basic Penaky (10% of Late o1 Undeipaid Clty Fees) . . . 816 . . . . . B . 816

Letc Payment ntcrest ™ - - - aLrs - - - - 3 - . - 4125 |
Total late Fee Charge 4991 2991

lvuamsmurmmemmbv(n 3 - H L] $ . 3 13153 - $ 3. 3 - s s $ : S . 5 - S - 3 131.53
Sew late payment infesess charge cakulation beiow.

dtyfee X

ABS3S Fee " o ™ .3 m ~ " ) o L ™ (3

Franchhe Fee 23 L) ™ " L] ~m " ~ " ”m ™ 100

&m S 5 60801 S1167: 61642 6221 626919 213 6418361

{Check Date 297701 yipoyy| Aoy s/ s/1772011 711372011 /1072014 9/16/2011) 0. Y1820

First Day of Month 101! 27101 172011 L% /2011 snpo1y mnon 1oy 9172013 1W/1/2011 1/1/1031 12/1/701

[Poyceeat Days Reguirement & © ©0 © ] © 0 © © [ @ ©

Oue Date 372120 427200 #/30/2011 90201y 0101 1001 12731000 1/30/2012

Conchaica: CDS ™y = due date.

fiateren Cicitution

Basic Penaity (10% of Late of Undespaid City bees) 0% 10K 10 10 10%] 10 10%] 10 104 10% 109 104

Lote Peymeet interest pes Month 159 159 159 159 L% 15 1.5% 1.9% 159 159 1.5% 154

Nmbes of Moaths Late through December 2013 " 3 El n 0 » F ] n % » u n

Total interess Based on the Humber of Mosths Late sLo] a5 aod 455 and 204 039 390 3.9 36.0% s

Ry Fees Underpaid pha Bxsic Penalty s $ s 0n|s s H S s $ s B $ 9.7
|interest Based on Mummber of Mosths Lite $ $ -1 $ an|s $ -1 $ - i $ $ S $ arn
Sy Fees s VX 1.5% pes month

X oumber of rnonths 1ate through December 31, 2013,
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ATTACHMENT 1

ENIBIT L
Consolidated Disposal Sarvice
City o} tong Beach
Gross Recalpts and City Fees
Febraary Moy Ity Aupast
(Refuse Routes $ 259389565 3mA1701($ 335773994 2M3051.01(% 30267614 (% 28503657|$ 28691476( 6 21684082(3% 27405R17({S 301,003.33(S 301,543.00)6 W539721(S  3,580,701.87
Aecycling Routes. 1099.38 6.736.15 73786 222668 5,187.06 103341 502399 1956.60 411244 4,482.68 219852 241697 3781674
Rolot! Routes 19.16 11748008 1.89 11.25 1 108,645.77 111,307 .40 95,851.40 318.453.77 B6843.74 8400424 1,242,531.97
Total Gross Receints 314,763.40 447,583.21 478.033.74 368.533.93 451,840.45 412,160.04 400, 584.52 451,304.92 372,054.01 421.344.78 400,585.26 391.838.42 4.861,050.58
L R i sl
(Adiystment to Jrom Recetets
1. Gress (eceipts foe Long Beach customen deducted I esror .
Totah Adfustenent - - - - - - - - - - - - -
Adjusted Geoss Receipts $ 334,768.40 $ 44755321 $ 4IBOZIIAIS  3E5I383[6 ASLEADAL IS A17.160.04 $ A00,504.52 S 4511048218 37205401 S _ansumis 400, 585.26 S VLEBA2 $ 4861 04058
oy Eame
|AB 930 Fee S I518147(5 3NBOTAS|S  34242.70|5 20482715  3514224( S R97RI2(S 3204676 (S 360883915 I076A32(S I3TSE (S 32048825  31,34707)S A0S
Framchise Fee 3147684 £4,759.32 A42,808.57 M5 85340 45,134.04 41,21691 -:_&!AS 45.11048 37,205.40 42,194.48 40,058.53 39,133.85 45510507
Recaiculated CRy Fees ,658.31 78 J7,086.07 s”&ll 81,33).28 74,190.43 72,1052 3115887 223 7595006 72.105.35 TN 92 $74.585.13
City Fres Remitted 56.658.3) 0,565 78 7704607 66,336.11 81.331.78 74,190.43 72.105.21 81,9857 5,96, 72 T5950.06 72.105.35 ™0,550.9) 274.939.11
City Fees Undeipeld 5 5 5 5 5 B - B - - - N 5
ety Pryment chacae
[Basic Penally {10% of Lote or Undespeld Cly fows) . - - . - - - - - -
Late Payment taterest ! . . . . - . . . 4 . : .
Yotal ale Fee Charge
[Total Ciry Fecs and Late Paymeat Chetges Due fo the Cy H - S S S L ) - 1S k3 R ] L k) 15 5 - 1S - 15 -
See late payment interest cherge colculation beiow.
Qixfea ¥
AB 939 Fre L 3 " " o o L3 "M % 129 " " 2
Franchise Fee 10% 0% 0% 10% 0% 0% 0% 10% 10% 0% 10% 100
MNumber 644607, o 52821 6ASBA. 007" TOOB231/ 06 T01E; 70191 o4 70285)
Em 291012 6201, aff201z sf7/2007 /132012 71412013 8772013 1/10/203:
r(nlmvdmh 012 o 30y Af/2012) “1/2012| &1/20. 1201 shim 9/1f2012} 10/1/2012 0N 12/1f20;
Paynsent Days Requiremest &0 © @ [ [ © @ w © 17 @ ©0
e Dote Yy N0 i Snoy 6/30/2012 731/2012 wx s
tate N <. B = & . I £ z
Conchaton: (DS peyments were made priot 1o ibe due date.
Interest Cecoiytion
Basic Pemalty {10% of Laty or Undespaid City Fees) 0% 10%4 106 Rl 10% l% M 0% 10 1oy 10 10
{late Payment imesest per Month 15 15% 15% 159 1.5% L5% L% 159 1.5% 19 194 15%
Number of Months Late through Decrmber 2013 n 1 2 - 13 ” i3 LY 1 13 n 1
{Torat interest Based on the Humbet of Montha Late 33.0% N5 30U n% 2700 255% 20 22.5% 21.0% 19.5% 18.0% 16.5%
ity Fees Undespakd plus Basic Penalty S s s s S s $ s s H s $ $
{nterest Based on Nusmber of Montts Late ] C ) - 18 Eg - 1s - 15 - 1s S $ - 18 $ $ - 1S .
© (Coy Fees on adpatments plos Basit Peastty) X 1.5% pes month
X number of mont ks ate theough Decrmber 31, 2013
Cay of Long Brech
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City of Long Boach
Comobdated Dhposs Sarvice

Consolidated Disposal Service

ATTACHMENT 1

Clty of Long Beach
‘Gross Receipts and Oty Fees
6 Monthe Ended
pert e 30, 2018
Refuse Routes s monsT|s miseeoo|s 30206302(s 292i823(5 reasar03fS 1913TI0[S  1,70994655(5 899168288
Recytiing Routes sen 634670 438490 235198 5,74698 3,009.09 2550188 12288.54
Rotiott Routes 13013000 1097032 9183736 130,038.50 MRS | 31513636 nI71LIY 111,102.18
Totsl Grass Recets [ Saassar9|  aoaeis02] _ a00.285.28 42),606.7) AT220067] __ A0BS6315 2A93,29962| 1221507336
| Adivyiment to Jrons Recetots
1. Gross receipts tor Long Beach customers deducted iy error 78185 79085 790,08 236279 287290
Totst Adustment - 78185 75035 790.08 - 2,362.79 72.90
Adusied Geoss Receipts T Wamam|s weoIs0I|S AOLM2IA[S 422397565 a1imarS|S 40BIRAIS|T  2AMOTAY (S 12.217.94645
A8 939 Fee s 307000[5  3:255344(S 3208537|S  3379180|S  283942(5  3268008(5  19%64n1s 977,43%.70
Franchise fee 3 40,691.80 40,106.72 a22m.77 47,2928 40836.32 249,560.27 3.333.394.82
Recalcutated CRy Fees 0548 7334524 72,192.00 T6,031.57 513870 75.505.37 245, 20845 2330,83051
owy Fees Remitted €9,095.48 73,1454 7205135 7588921 | 843948 73,505.37 448, 78318 211032358
Cry fees Undevpakd - 140.78 14236 202 - 532 S06.94
fLate Pyyray Cherge
Bandc Penaly {10% of Late o Undespad City Fees) - 1407 124 u2 - 2s3 5069
Late Payment interest 1858 1644 14.08 - 49.10 9085 |
Total (a6 Fre Charge 3265 3068 2830 9163 14354
[Total Ciry Fees and Late Paymens Charges Due to the Lty 5 H s 1339 31304 ]S 170.52] § - s 51695 | § 54548

" See tate payment imtermt charge colcudstion below.

Civfre %
AB 939 Fee
Franchise Fee

Stovih ety otion

Check Number

Check Date

Hest Day of Month
[Poyrmeat Days Requirersent
Due Date

Conchuston: (DS payments [ date.

jinterest Caloutztion

Basic Penally (10% of Late of Underpaid City Fres)
Late Poyment interest pev Month

Nunber of Months Late through December 2013
Totat interest Based on the Number of Months Late
Cory Fees Undespaid plas Basic Pesaity
[ingerest Based on Numbet of Months Late

» w

1.5%

105

s 467.85

O (Cry Fees on adpatmeats phas Basie Prasity) X 1.5% per month
X number of months bate through Deceber 31, 2013

EXHIDIT 1
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ATTACHMENT 2

UNIVERSAL WASTE SYSTEMS
Review of City of Long Beach fee payments for the 30 months ended June 30, 2013.

Summary of Findings

Universal Waste Systems (UWS) owes a total of $4,552.93 to the City for underpaid fees and late
payment charges, as shown below:

Underpaid City Fees $2,369.34
Late Payment Charges and Interest 2,183.59
Total Amount Due the City $4,552.93

Procedures Performed
As reflected in Table 1, UWS reported $2,633,258.80 in gross receipts and remitted $459,176.40 in AB
939 fees and franchise fees to the City. In order to verify the City fees remitted, HF&H:

e Agreed the gross receipts reported to the City for each of the 30 months to UWS’s underlying
system report and verified the mathematical accuracy of the amounts reported;

o Verified that payments remitted to the City for City fees were remitted on or before the due date;

e Selected a sample of approximately 51, 56 and 53 accounts for 2011, 2012 and 2013, respectively.
For each account, we verified that its location was within the City of Long Beach and confirmed the
proper inclusion of the selected payments in the gross receipts reported to the City.

Table 1: Summary of Gross Receipts and AB 939 Fee and Franchise Fee Due to the City

EMonths ;421 30 Months
Description CY 2011 CyY 2012 Ended June 30, Ended June 2013
2013
Gross Recelpts
Refuse Routes $ 671,871.99|$ 914,766.71 | $§ 492,529.69 | $ 2,079,168.39
Recycling Routes 24,134.88 22,371.99 8,714.74 55,221.61
Rolloff Routes 147,170.38 222,900.25 128,798.17 498,868.80
Total Gross Receipts, As Reported 843,177.25 | 1,160,038.95 630,042.60 2,633,258.80
Adjustments to Gross Receipts
UWS Adjustment (Exhibit 2) 5,471.95 7,645.19 1,053.83 14,170.97
HF&H Adjustment (Exhibit 2) - (99.82) - (99.82)
Total Adjustments to Gross Receipts 5,471.95 7,545.37 1,053.83 14,071.15
Adjusted Gross Receipts $ 848,649.20 | $1,167,584.32 | $ 631,096.43 | $ 2,647,329.95
Fees
AB939Fee $ 6789193|$ 9340675]|$ 50487.72|$  211,786.40
Franchise Fee 69,891.25 116,758.45 63,109.64 249,759.34
Recalculated City Fees 137,783.18 210,165.20 113,597.36 461,545.74
City Fees Remitted 136,961.68 208,807.04 113,407.68 459,176.40
Fees Due to City before Late Payment Charges S 821501 S 1,358.16 | $ 18968 | $ 2,369.34
Late Payment Charges
Basic Penalty (10%) $ 667.80 | $ 13883 | § 24755 S 1,054.18
Late Payment Interest (1.5% per month) ™ 501.19 311.80 316.42 1,129.41
Late Payment Charges 1,168.99 450.63 563.97 2,183.59
Total City Fees and Late Payment Charges Due tothe City | $ 1,990.49 | $ 1,808.79 | $ 753.65 | S 4,552.93

M hetate payment interest of 1.5% per month is calculated through December 2013. See Exhibit 1 for the calculation of the interest charge.

City of Long Beach,
Universal Waste Systems 1 February 5, 2014



ATTACHMENT 2

UWS Adjustments
in preparation of the audit, UWS performed an internal audit of the gross receipts reported to the City.
The adjustments provided by UWS are summarized in Table 2.

Table 2: UWS Adjustments — (Over) Under Reported Gross Receipts*

6 Months 30 Months
Adjustment Description Cy 2011 CY 2012 | EndedJune | EndedJune
30, 2013 30, 2013

1. Receipts for Accounts not in Long Beach | $(1,111.88) $ (485.84)| $  (813.64)| S (2,411.36)

2. Software Error (23.52) . - (23.52)
3. Storage Box Receipts (1,032.42) - (149.73) (1,182.15)
4, Gross Receipts Excluded in Error 7,639.77 | 8,131.03 2,017.20 17,788.00

Total UWS Adjusments to Gross Receipts | $ 5471.95 | $7,645.19 $ 1,053.83 | $ 14,170.97
* (Over) under reported gross receipts, see Exhibit 2.

The adjustments identified by UWS were:

1. Gross receipts for accounts that were not located in the City of Long Beach, but were included in the
gross receipts reported to the City.

2. Gross receipts that resulted from a software error that allowed a new account to be set up twice.
The software error has been corrected.

3. Gross receipts for storage box rentals that were not part of solid waste franchise services were
included in the gross receipts reported to the City in error.

4. Gross receipts for accounts that were located in the City of Long Beach, but were improperly
excluded from the gross receipts reported to the City.

HF&H Adjustments

HF&H found additional gross receipts for storage box rentals that had been improperly included in the
gross receipts reported to the City totaling $99.82 in CY 2012. (See Exhibit 2)

Late Payment Charges

As shown in Table 3, the USW late payment charges total $2,183.59. The calculation of the late fees is
provided at the bottom of Exhibit 1. The late payment charge as described in Section 10.2.5 of the
franchise agreement is made up of the basic penalty of 10% of the unpaid amount and an interest charge
of 1.5% per month on the unpaid fees plus the basic penalty. The UWS late payment charges consist of
two different charges: the late payment charges for the late payment of the City fees for January 2011
($675.40), and the late payment charges for the City fees related to the UWS and HF&H adjustments
throughout the 30-month audit period (51,508.19).

The late payment charge on the late payment of the January 2011 cities fees was assessed on the unpaid
amount between the date due and the date of the check. The date due was March 2, 2011, 60 days after
the first day of the month for which services were provided or January 1, 2011. The check date was
March 30, 2011, 28 days after the date the payment was due to the City.

The late payment charge on the UWS and HF&H adjustments to gross receipts for the 30-month audit
period includes the basic penalty and the interest portion that was based on the number of months
unpaid through December 2013. For example, an unpaid amount that was due for December 2011 would

City of Long Beach,
Universal Waste Systems 2 February 5, 2014



ATTACHMENT 2

be late January 30, 2012 (60 days after the first day of December 2011) and charged interest on the
amount due plus the basic penalty for 23 months (February 2012 through December 2013).

Table 3: Summary of Late Payment Charges

Description Late Payment Charge

Late payment charge on January 2011 amount due | Basic Penalty (10% of $5,852.70) $585.27
March 2, 2011 and paid on March 30, 2011 (based | |nterest Charge (28 days) 90.13
on the check date) Total Late Payment Charge $675.40
Late payment charge on UWS and HF&H Basic Penalty (10%) $468.91
adjustments to gross receipts for 30-month audit | jterest Charge 1,039.28
period Total Late Payment Charge $1,508.19
Total late payment charge Basic Penalty (10%) $1,054.18
Interest Charge 1,129.41
Total Late Payment Charge $2,183.59

City of Long Beach,

Universal Waste Systems 3 February 5, 2014
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Univarsal Waste
City of Long Beech
Grass Recelpts Adjustments

ATTACHMENT 2
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ATTACHMENT 3

WASTE MANAGEMENT

Review of City of Long Beach fee payments for the 30 months ended June 30, 2013.

Summary of Findings

Waste Management (WM) owes a total of $55,733.41 to the City for underpaid fees, late payment
charges and City audit cost, as shown in Table 1.

Tabte 1: Summary of Unpaid City Fees, Late Payment Charges, Interest and City Audit Cost

Pre-Audi i
Auditperiod:| "o bt | Total City Tf;:' LYoes
30 Months *  |Fees and Late| City Audit ool
Description August - @ Charges and
Ended June Payment Cost
e December ] Audit Cost Due
2 2010% to the City
Underpaid City Fees $ 27,742.88 | $ - S 27,742.88 S 27,742.88
Late Payment Charges and Interest 7,983.02 107.51 8,090.53 8,090.53
City Audit Cost $19,900.00 19,900.00
Total Amount Due to the City $ 35,725.90 | $ 107.51 | $ 35,833.41 | $19,900.00 S 55,733.41
) exhibit 1
@) Exhibit 2

®) per Section 10.2.6 City Audit, if the City's audit demonstrates that the Fees paid by Franchisee were understated by more
than five thousand dollars ($5,000) or two percent (2%), whichever is less, the Franchisee will be required to reimburse the

City for the cost of conducting the audit.

Procedures Performed

As reflected in Table 2, WM reported $11,062,830.14 in gross receipts and remitted $1,912,949.84 in AB
939 and franchise fees to the City for the 30 months ended June 30, 2013. In order to verify the City fees

remitted, HF&H:

o Agreed the gross receipts reported to the City for each of the 30 months to WM's underlying system
report and verified the mathematical accuracy of the amounts reported;

e Verified that payments remitted to the City for City fees were remitted on or before the due date;

e Selected a sample of 74, 74 and 71 accounts for 2011, 2012 and 2013, respectively. For each
account, we verified that its location was within the City of Long Beach and confirmed the proper
inclusion of the selected payments in the gross receipts reported to the City; and,

e Verified the WM adjustment for under-reported Bagster receipts and City fees.

As a result of our finding related to the Oakleaf national accounts, described below, we also reviewed
the gross receipts reported to the City for the five months from July 2013 through November 2013 for

the Oakleaf national accounts.

City of Long Beach,

Waste Management 1 February 5, 2014
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Table 2: Summary of Gross Receipts and AB 939 Fee and Franchise Fee Due to the City

6 Months Ended | Total 30 Months
Eeaption s e June 30, 2013 | Ended June 2013

Gross Receipts

Refuse Routes $ 28439164115 2,822,124.44 | % 1,444,924.25 | $  7,110,965.10

Bagster Receipts 25,309.52 20,754.30 12,916.30 58,980.12

Rolloff Routes 1,391,540.75 1,597,476.34 903,867.83 3,892,884.92
Total Gross Receipts 4,260,766.68 4,440,355.08 2,361,708.38 11,062,830.14

Adjustments to Gross Receipts:

Waste Management Adjustment:

WM Revision to Bagster receipts for January 2011 through

June 2013 reported in August 2013 ¥ 4,078.52 3,735.77 2,324.93 10,139.22
Total WM Adjustment to Gross Receipts 4,078.52 3,735.77 2,324.93 10,139.22

HF&H Adjustments:

Receipts from Oakleaf National Account not Reported - 53,548.79 77,959.89 131,508.68

Refund credit for non-Long Beach account erroneously

deducted twice from gross receipts reported to the City - 22,618.52 - 22,618.52
Total HF&H Adjustments - 76,167.31 77,959.89 154,127.20
Total Adjustments 4,078.52 79,903.08 80,284.82 164,266.42

Total Adjusted Gross Receipts $ 42648452015 4,520258.16 | $ 2,441,993.20 | $ 11,227,096.56

City Fees

AB 939 Fee $ 341,187.62 | $ 361,620.65 | $ 195,359.45 | 898,167.72

Franchise Fee 348,048.58 452,025.81 244,199.32 1,044,273.71
Total City Fees 689,236.20 813,646.46 439,558.77 1,942,441.43

City Fees Initially Remitted 688,578.41 799,263.92 425,107.51 1,912,949.84

Additional Fees Remitted 8/29/13 657.79 672.42 418.50 1,748.71

Total City Fees Remitted 689,236.20 799,936.34 425,526.01 1,914,698.55

City Fees Underpaid Before Late Fees - 13,710.12 14,032.76 27,742.88

Late Payment Charges

Basic Penalty (10% on Late or Underpaid City Fees) 65.79 1,438.28 1,445.12 2,949,19

Late Payment Interest (1.5% per Month) @ 264.33 3,119.27 1,650.23 5,033.83
Total Late Payment Penalty 330.12 4,557.55 3,095.35 7,983.02

Total City Fees and Late Payment Charges Due to the City | $ 33012 | $ 18,267.67 | $ 17,12811 1 S 35,725.90

Non August 29, 2013, WM submitted an adjustment for Bagster receipts totaling $11,167.38 ($1,028.16 pre-audit period and $10,139.22

audit period) and City fees totaling $1,913.22 ($164.51 pre-audit period and $1,748.71 audit period).

“ The late payment interest of 1.5% per month is calculated through December 2013. See Exhibit 1 for the calculation of the interest

charge.

WM Adjustment
Adjusted Bagster Receipts

WM initially remitted City fees based on Bagster receipts, net of City fees ($76,573.50 - $11,167.38 =
$65,406.12). As a result, WM under-reported receipts by $11,167.38. As shown in Exhibit 2, on August
29, 2013, WM remitted $1,913.22 in City fees related to $11,167.38 under-reported Bagster receipts
from August 2010 through June 2013. As shown in Exhibit 2, gross receipts were under-reported by
$10,139.22 for the 30 months ended June 30, 2013. While WM identified the unreported revenues and
remitted the related City fees, WM did not calculate or remit any late payment charge that would be due
on the unpaid fees. As calculated in Exhibit 2 and summarized in Table 3, the late payment charges for

August 2010 through June 2013 total $705.16.

The late payment charges on the Bagster City fees is calculated as described in Section 10.2.5 of the
franchise agreement with the basic penalty of 10% of the unpaid amount and an interest charge of 1.5%

City of Long Beach,
Waste Management

February 5, 2014
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per month on the unpaid or late fees. The Bagster City fee payment, excluding a late payment charge,
was made on August 29, 2013. The late payment interest was based on an interest rate of 18% per year
(1.5% per month) and the days between the payment due date and the actual payment date, using 360
days per year.

Table 3: Summary of Late Payment Charges on WM Bagster Revenue Adjustment

Basic Total Late
Description Penalty Interest Payment
{10%) Charge Charge
Pre-Audit Period
August - December 2010 $§ 1646(S 91.05}$ 107.51
Audit Period
CY 2011 65.79 264.33 330.12
CY 2012 67.26 138.19 205.45
Six Month Ended June 30, 2013 41.85 20.23 62.08
Total Audit Period 174.90 422.75 597.65
Total Late Payment Charge $ 191.36|$ 513.80|5 70516
HF&H Adjustments

Refund for Non-Long Beach Account

HF&H found that gross receipts for December 2012 were under-reported by $22,618.52 based on WM
internal gross receipts reports. This difference was due to a refund for a non-Long Beach account in the
amount of $11,309.26 was erroneously deducted twice from gross receipts reported to the City for a
total difference of $22,618.52. The under-reported fees for this adjustment total $4,071.33.

Gross Receipts from Oakleaf National Accounts

Oakleaf Waste Management (Oakleaf) is a wholly owned subsidiary of Waste Management, Inc. WM
acquired the operations of Oakleaf in 2010. Oakleaf has a network of 2,500 preferred haulers and is a
leader in outsourced hauling, disposal, waste diversion and recycling services. Oakleaf acts as a broker
(3" party) in outsourcing solid waste and recycling services for commercial and industrial customers.
Oakleaf has accounts that are serviced by various franchised solid waste haulers in the City of Long
Beach.

Prior to June 2012, Oakieaf payments on accounts were included in the national account gross receipts
(NAT transaction code). In June 2012, Oakleaf was set up in a separate transaction code (OWM) that was
not included in the query processed each month to determine the gross receipts for the period. As a
result the payments received for the Oakleaf accounts were erroneously excluded from the gross
receipts reported to the City, and from the calculation of City fees. Gross receipts were under-reported
by $131,508.68 between June 2012 and June 2013 and City fees were underpaid by $23,671.56.

In July 2013, WM began including the gross receipts for the Oakleaf accounts in the reports to the City
and remitting the proper related City fees. Between July 2013 and November 2013, WM received
$84,137.06 in receipts from the Oakleaf accounts and remitted $15,144.67 in related AB 939 Fees and
Franchise Fees on these receipts. As a consequence of changing personnel, WM staff did not recognize a
need to research and correct potential historical underpayments, as they had with the Bagster revenue
described in the WM Adjustment section.

City of Long Beach,
Waste Management 3 February 5, 2014



ATTACHMENT 3

Late Payment Charges

The late payment charge on the HF&H adjustments to gross receipts for the 30-month audit period
includes the basic penalty and the interest portion that was based on the number of months unpaid
through December 2013. For example, the unpaid amount that was due for December 2012 would be
late January 30, 2013 (60 days after the first day of December 2012) and charged interest on the amount
due plus the basic penalty for 11 months (February 2013 through December 2013).

City of Long Beach,
Waste Management 4 February 5, 2014
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Caicutstion of Late Fee Charge on WM's Clty Fee Adjustment on Bagster Recelpts

ATTACHMENT 3

EXHIBIT 2

August 2010 through kune 2018
Total Late
Groes Clty Fes 08 Lats Fee P
Month trom price | CRYFO0 | CRVF0000 | o rper | Grom | Puported [RasicPessityl ;1125 pur mmo: 1s10ate | DueDats |o, ooy | Dute patg|'mbe? o
Rate Nt e ® Gyui:::' (20%) 0] e of Parfod | Recuitrement Ouys Late
= memte
a b [3 d [ i g h [ )i k 1 m n [
input fnput b’c b+d e’c I-d g°10% | fgeh) 18N/360°0 i lnput Input kel Input n~m
Aug-10 $ 1,30100] 16% {$ 21456|$ 1,55556(% 24889|$ 3433]$ 3a3)s 2009 352§ en/0f & 93010 8/29/13| 1,084
[sep-10 1,301.00 016 208.16 1,509.16 24147 n3 333 1892 15§ 90 60 1013110 8/29/13) 1,033
joct-10 1,291.00 016 206.56 1,497.56 239.61 n.05 33 1823 21.54) 10/1/10] 0 11730/10{ 8/29/13| 2,008
Nov-10 1,748.00 0.6 27968 2,027.68 324.43 “urs a.48 23.93 2241 111710} 60 12/33/10 8/29/13| m
Dec-10 745.00 016 119.20 £54.20 138.27 19.07 191 9.88 1.7l 12119 ] /3013 8/29N3 942
Total Pre-Audit Period 1,028.16 JASA6] 1,10267] 16451 1646 91.05 107.51
€Y 2011
par-13 2,428.00 016 38848 2,816.48 430,64 6216 [¥3] 3115 3737 1nm ] 32n1| sfa9n13 m
Fab-11 §74.00 016 139.84 1,013.84 16223 29 224 10.83 o] M| 60 anny 829013 830
Mar-11 1,142.00 016 18272 1,324.12 21196 %24 292 pLE ] 162] 3m 60 af3013] 8/29/13; 852
apr-11 180752 016 289.20 2,09%.72 33548 4528 463 20.90 333] 41m ] s/ 82918 a2
May-11 2,493.00 016 33888 2,891.88 46270 3.8 638 22.76 3034 snm © 630/13| 872913 ™m
Pun-11 2,493.00 016 35388 2,891.38 452.70 63.82 6.38 %.68 ssos| 6/ 6 L 82918 760
a1 2,2%4.00 0.6 360.64 2,614.64 a18.34 57.70 5.7 397 894] 72nMm [ a0/ e/29/13 730
Aug-11 1,758.00 016 201.28 2,039.28 326.28 45.00 450 17.30 as0] shm 60 o30/11)  8/29/13 699
[sep-11 3,734.00 0.16 597.44 433144 693.03 95.59 9.56 3512 ass| 9nn 60 10/33/11)  8/29/33 668
Oct-13 2,592.00 016 4472 3,006.72 48108 66.36 6.64 2329 2993} 10/1/11 0 13/301n1| 8/29/13 638
Nov-11 2,284.00 313 365.44 2,649.44 4239 5847 585 19.52 s37] nam &0 12/3/11| 8/29h3 607
Dec-11 145000 0.18 263.00 1,711.00 302.98 46.98 4.70 14.91 6] 12nm 60 1/30/32;  8/29/13 577
Total CY 2011 25,309.52 aoresa| 2038804 473631] 657.79 65.79 264.88 33042
€Y 2012
tan-12 1,152.00 018 207.36 1,359.36 24458 3732 ER ] 1na usaf 1112 60 3nh2 82913 546
IFetr-12 1,301.00 018 24138 1,582.38 wam 4345 435 2.3 1e6f 2112 ] anne| sy 515
Mar-12 2,314.00 18 41652 2,73052 49149 7497 7.50 2004 54 shn2 0 a730/12)  8/29/13] a8
[Ape-12 1,743.00 018 313.74 2,056.74 370.1 56.47 565 1413 19.78) a2 6 s &29/13 a5
[May-12 1,281.00 018 230.58 1,511.58 .08 4150 a1s 9.70 ves| s 0 63032 W29/13] as
un-12 2,001.00 018 26018 236118 42501 6483 648 14.05 s3] e 0 31/12| 829/33 394
but-12 1,619.00 018 29142 191042 34388 s2.46 528 10.50 187s) 2 @0 s/30/12| 8729/ 364
IAug-12 2,264.00 018 07.52 26n.82 43087 735 734 13.43 wr| an2 0 9/30n2| 8729713 833
iSep-12 2577.00 018 46388 3,040.36 547.35 2343 ass 13.87 2222 9pp2 0 10731712 8/29/13] 302
Oct-12 3,321.00 18 23078 155878 28058 4200 a8 6.40 1068] 101/12 © 11/30/2] e/29/13 m
Nov-12 1,373.30 018 2429 1,620.49 291.69 450 445 5.90 10351 11112 60 | a2shs; 41
Dro-12 1,768.00 018 31824 2086.24 37552 5128 573 6.65 1238] 12102 © 1/%/13| 82913 m
Total CY 2012 20,754.%0 373577| 244%007]  4a0819] 67242 67.26 13819 20545
Y 2013
Janv13 1,213.20 018 20038 1,318.58 23648 36.07 361 357 78] 1418 £0 nhy| a2sn3| 160
Feb-13 1,514.50 018 me 1,760.11 32168 49.07 an 402 as3f 21713 60 423} 8f29/13 149
fMar-13 2216.80 018 399.02 2,61582 47085 ne 718 ar 196 3an3 [ a30/13]  e29/13] m
Ape-13 2,357.40 Q18 243 2.1 50073 76.38 7.64 e 1u42] anas 0 sins| e %0
paay-13 2,041.00 018 36738 240838 a5 6613 661 218 g19] shny & 6/30/13| 8729733 0
bon-13 7340 o8 ss121f a3l 7023 1902 11.90 1.90 13008 613 s WNY| 23 -]
Totsh 6 Months Ended June 2013 r__éfﬁ 23] s  2a8a8] aieso 0.8 028 6208
30-Month Audh Pesiod | ss.9s0.12 | [ nise2 | esu1s3s| 1smea] azean 17490 a7 59765
Total Adjusted Baggster Revenve | $ 65,406.12 $1L167.38 |'s yes7as0[s 1308060 [Sasinzzfs onse|s 51830 705.36
©! per WM Clty fees on bagster revenus was calatated st the City fes rate thnes the service cost of on net receipts.
D nterest s based on 1 1/2% per month o7 18% per yeer.
City of Long Beach
21 2/5/2014
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©oanity
Woste Management
Oskigaf Aecaipts Not Reported 1o ity
30 Months Ended fune 30, 201)
& Monthe Jume 2012
0| Sorvice Name 12 w12 g2 Sep12 a2 Nowi2 Dec12 ron [ r>1) Mar13 Apr3d Moy13 1y Cnded une | theough June
098 s
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106854 (ORCLEK - - - 2327 mar .
159 Total - Robof! 700399 #A523] I0MI1| 216007 678733 610357 6.0633) 7anm| 606433 S53738| 495331 488154 57690|  6xm78| 3731033 8457217
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ATTACHMENT 4

EDCO Disposal — BZ Disposal

Review of City of Long Beach fee payments for the 30 months ended June 30, 2013.

Summary of Findings

As described in the sections that follow, BZ Disposal (“BZ”), a subsidiary of EDCO Disposal Corporation
(“EDCO”), underpaid certain amounts due the City and overpaid other amounts. Additionally, payments
to the City were routinely late, resulting in significant late payment charges if assessed. However, since
the City had not assessed the late payment charges in a timely manner, the City and EDCO negotiated an
agreement to waive all amounts due for the 30 months ended June 30, 2013.

Table 1: Summary of Fee Due to (from) the City

Description Amount Due
Overbilled City Green Waste Roll-off Loads (Table 4) S 3,697.50
Late Payment Charges and Interest on Late Payment of Regular Monthly Remittances During Audit Period
(Exhibit 1- Row 27) 70,610.81
Audit Fee 19,900.00
Overpaid City Fees (Exhibit 1 - Row 14) (34,264.04)
Net Amount Due to the City, including the Audit Fee, Late Payment Charges and Interest $ 59,944.27

Procedures Performed

As reflected in Table 2, BZ reported 54,601,278.03 in gross receipts and remitted $795,425.37 in AB 939
fees and franchise fees to the City.

Table 2: Summary of Gross Receipts and AB 939 Fee and Franchise Fee Due to the City

6 Months Ended | Tota) 30 Months
el e Y212 | )ine 30,2013 | Ended June 2013
Total Gross Receipts Reported to the City $ 1,767,326.14 | $ 1,821,796.85 | $ 1,012,155.04 | $ 4,601,278.03
Adjustments to Gross Receipts
Adjustment to Internal Gross Receipts Reports - {0.50) (915.26) (915.76)
Adjustment to Receipts from City of Long Beach - Green Waste {82,047.91) (93,118.18) (23,390.30) (198,556.39)
Total Adjustments to Gross Receipts (82,047.91) {93,118.68) (24,305.56) (199,472.15)
Adjusted Gross Receipts $ 1,685,278.23 | $ 1,728,678.17 | 5 987,849.48 | $ 4,401,805.88
City Fees
AB 939 Fee $ 1348226]$ 138294.25($ 79,027.95 352,144.496
Franchise Fee 137,364.11 172,867.80 98,784.96 408,016.87
Recalculated City Fees 272,186.37 311,162.05 177,812.91 761,161.33
City Fees Remitted 285,314.03 327,923.43 182,187.91 795,425.37
Fees Due to (from) City before Late Payment Charges S {13,127.66)] § {16,761.38){ $ (4,375.00)] $ (34,264.04)
Late Payment Charges
Basic Penalty {10% on the Late and Underpayment of City Fees) {$  13,991.871$ 3279234 | $ 18,218.79 | § 65,003.00
Late Payment Interest (1.5% per month) ! 813.11 3,225.54 1,569.16 5,607.81
Late Payment Charges $ 1480498 (S 3601788 S 19,787.95 | $ 70,610.81

® The calculation of interest on late and underpaid fees is provided in Exhibit 1.

City of Long Beach,
BZ Disposal 1 June 3, 2014
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in order to verify the City fees remitted, HF&H:

o Agreed the gross receipts reported to the City for each of the 30 months to BZ's underlying system
report and verified the mathematical accuracy of the amounts reported;

e Verified that payments remitted to the City for City fees were remitted on or before the due date;

e Selected a sample of approximately 129, 124 and 100 accounts for 2011, 2012 and 2013,
respectively. For each account, we verified that its location was within the City of Long Beach and
confirmed the proper inclusion of the selected payments in the gross receipts reported to the City.

Adjustments
Adjustment for Reconciliation with Gross Receipts Reported to the City

In the process of agreeing the gross receipts reported to the City to EDCO’s internal gross receipts
reports, HF&H identified two months where the gross receipts were slightly lower than the gross
receipts reported to the City. The difference resulted in a decrease of $915.76 in gross receipts and a
corresponding decrease of $164.84 in City fees.

Adjustment for City Green Waste Services Gross Receipts

The following is based on a written analysis provided by EDCO staff on February 10, 2014:

November 1, 2008 — September 30, 2012
Beginning November 1, 2008 through September 30, 2012, the City contracted with EDCO to haul tree

trimmings and green waste at a rate of $142.50 per load and $31.00 per ton of green waste hauled. The
contracted rates billed included the City fees.

October 1, 2012 - September 30, 2013
Beginning October 1, 2012 through September 30, 2013, the City contracted with EDCO to haul tree

trimmings and green waste at a rate of $70.00 per load and $31.00 per ton of green waste hauled. The
contracted rates billed did not include City fees.

EDCO serviced the contract with the City through BZ, an EDCO company.

Payments from the City for two months (July 2011 and December 2012) for services under the initial
agreement were not included in gross receipts reported to the City, under-reporting gross receipts by
$120,428.47. Receipts for one month (February 2013) for services under the subsequent agreement
were over-reported by $21,098.41. As reflected in Table 3, this resulted in a net under-reporting of gross
receipts by $99,330.03 according to the information submitted by EDCO, and a payment of $16,812.39
would be due to the City.

City of Long Beach,
BZ Disposal 2 June 3, 2014
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Table 3: Summary of Adjustments to Gross Receipts — Green Waste

Account Gross . 1
o Number | Receipts ] Fees®”
Period:
July 2011 321295 | S 53,068.09 | $ 8,490.89
July 2011 321296 282.31 45.17
December 2012 321295 67,078.07 | 12,074.05
Subtotal - Under-Reported Gross Receipts 120,428.47 | 20,610.11
February 2013 321295 (21,098.44){ (3,797.72)
Subtotal - Over-Reported Gross Receipts (21,098.44)] (3,797.72)
Total Adjustment to Gross Receipts $ 99,330.03 | $16,812.39
" The City fees were 16% through November 30, 2011 and increased to 18% effective

December 1, 2011.

Subsequently, we found under Section Ordinance No. C-6975, Section 2.C.2., receipts from the City for
green waste hauling would be exempt under the City code. The provision of this section states that
“Persons performing work requiring a permit hereunder under contract to provide service for a program
funded from the General Fund of the City which persons shall be exempt from any fee otherwise
required pursuant to Section 8.60.082 but shall otherwise comply with all requirements applicabie to
refuse transportation.”

The Long Beach City Attorney’s Office subsequently confirmed that the gross receipts on the City green
waste hauling services are not subject to the City fees.

EDCO, in a subsequent correspondence dated April 8, 2014, stated that it is EDCO’s understanding that
since the services were paid for by the Public Works Department and therefore paid for out of the
General Fund, the green waste hauling services were not subject to the City fees.

The City paid BZ $198,556.39 for green waste hauling services between January 1, 2011 and February
28, 2013 that were reported as part of the gross receipts reported to the City on which City fees were
remitted. BZ remitted total City fees of $34,099.20 on the receipts for green waste hauling services.

Adjustment for Over-Billing of Green Waste Loads

Although not part of the scope of the audit, it came to our attention during performance of our work
that BZ overbilled the City for green waste roli-off loads by $3,697.50 during the period from October 1,
2012 to January 31, 2013. As shown in Table 3, based on the contracts with the City, BZ billed the City
for green waste roll-off loads at the rate of $142.50 per load, plus $31.00 per ton of green waste
material from November 1, 2008 through September 30, 2012. A new purchase order for October 1,
2012 through September 30, 2013 provided for green waste loads at the rate of $70.00 per load, plus
$31.00 per ton of green waste material. Between October 2012 and January 2013, BZ billed the City for
51 loads at $142.50, instead of the contracted $70.00 per load; overbilling the City for green waste
hauling by $3,697.50.

EDCO’s bid for $70 per load is dated July 31, 2012.

City of Long Beach,

BZ Disposal 3 June 3, 2014
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Table 3: Summary of Over-Billed Green Waste

Period Account | Overbilled
Number |Green Waste
Overbilled Roll-off Loads:
43 Loads (October 2012) 321295 | $  3,117.50
8 Loads (Oct 2012 - Jan 2013) 321296 580.00
Total Overbilled Green Waste $ 3,697.50

Late Payment Charges

Late Payment Charges are calculated in Exhibit 1. The late payment charge as described in Section 10.2.5
of the franchise agreement is made up of the basic penalty of 10% of the unpaid amount and an interest
charge of 1.5% per month on the unpaid fees plus the basic penalty. The late payment charges were due
to BZ routinely submitting its payment to the City approximately 4 to 33 days past the due date in 24 of
the 30 months audited.

The late payment charge on the late payment of City fees was assessed on the unpaid amount between
the date due for each month and the date of the check. For example, the amount due for January 2011
was due on March 2, 2011, 60 days after the first day of the month for which services were provided or
January 1, 2011. The check date was March 11, 2011, 9 days after the date the payment was due to the
City.

City of Long Beach,
BZ Disposal 4 June 3, 2014
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ATTACHMENT 5

SIGNAL HILL DISPOSAL, LLC

Review of City of Long Beach fee payments for the 30 months ended June 30, 2013.

Summary of Findings

Signal Hill Disposal, LLC (“Signal Hill”}, a subsidiary of EDCO Disposal Corporation (“EDCO”), would owe a
total of $63,143.71 to the City for late payment charges, as shown in Table 1. If the audit fee is assessed,
it would be $19,900.00. However, as described in the report for Signal Hill's related company, BZ
Disposal, also a subsidiary of EDCO, underpaid certain amounts due the City and overpaid other
amounts. Additionally, payments to the City were routinely late, resulting in significant late payment
charges if assessed. However, since the City had not assessed the late payment charges in a timely
manner, the City and EDCO negotiated an agreement to waive all amounts due for the 30 months ended
June 30, 2013.

Procedures Performed

As reflected in Table 1, Signal Hill reported $4,207,947.13 in gross receipts and remitted $724,663.84 in
AB 939 fees and franchise fees to the City. In order to verify the City fees remitted, HF&H:

o Agreed the gross receipts reported to the City for each of the 30 months to CDS’s underlying system
report and verified the mathematical accuracy of the amounts reported - no adjustments were
required to gross receipts for Signal Hill;

e Determined whether payments remitted to the City for City fees were remitted on or before the due
date;

e Selected a sample of approximately 129, 124 and 100 accounts for 2011, 2012 and 2013,
respectively. For each account, we verified that its location was within the City of Long Beach and
confirmed the proper inclusion of the selected payments in the gross receipts reported to the City.

Table 1: Summary of Gross Receipts and AB 939 Fee and Franchise Fee Due to the City

6 Months
Total 30 Months
Description CY 2011 CY 2012 Ende:;:;e 30, iEndedJune 2013
Gross Receipts
Refuse Routes $ 1,769,055.61 | S 1,622,203.77 | S 816,687.75| $ 4,207,947.13
Total Gross Receipts $ 1,769,055.61 | $ 1,622,203.77 | S 816,687.75 | S 4,207,947.13
City Fees
AB 939 Fee S 141,52446)S5 129,77630|S 6533503]|S$  336,635.79
Franchise Fee 144,138.92 162,220.37 81,668.76 388,028.05
Recalculated City Fees 285,663.38 291,996.67 147,003.79 724,663.84
City Fees Remitted 285,663.38 291,996.67 147,003.79 724,663.84
Fees Due to City Before Late Payment Charges $ - S - S - S -
Late Payment Charges
Basic Penalty (10% on the Late or Underpaid City Fees) [$ 14,807.12|$5 29,199.66 | $ 14,70038 | $ 58,707.16
Late Payment Interest (1.5% per month) 809.29 2,448.38 1,178.88 4,436.55
Late Payment Charges 15,616.41 31,648.04 15,879.26 63,143.71
Total City Fees and Late Payment ChargesduetoCity |S  15616411S5 31,64804|S 15879.26|$ 63,143.71

® nterest was calculated at 1.5% per month or 18% per year assuming 360 days per year for each day between the date due

and the date of the check.

City of Long Beach,
Signal Hill Disposal

June 3, 2014
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Late Payment Charges

As shown in Table 1 and Exhibit 1, the Signal Hill late payment charges total $63,143.71. The calculation
of the late fees is provided at the bottom of Exhibit 1. The late payment charge as described in Section
10.2.5 of the franchise agreement is made up of the basic penalty of 10% of the unpaid amount and an
interest charge of 1.5% per month on the unpaid fees plus the basic penalty. The Signal Hill late payment
charges consist of two different charges: the basic penalty of 10% on the amounts paid after the due
date ($58,707.16) and the interest on the late payments and basic penalty ($4,436.55).

The late payment charge on the late payment of City fees was assessed on the unpaid amount between
the date due for each month and the date of the check. For example, the amount due for January 2011
was due on March 2, 2011, 60 days after the first day of the month for which services were provided or
January 1, 2011. The check date was March 11, 2011, nine days after the date the payment was due to

the City.

City of Long Beach,
Signal Hill Disposal 2 June 3, 2014
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