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Executive Summary

The provision of garbage collection services from single and multifamily locations within the
City of Winnipeg is split between contracted forces and City employees using City owned
equipment. The service has been provided this way for a number of years and there has
always been a significant difference in the cost of the two collection services, with the City
forces costing significantly more than the contracted forces. City forces manually collect
garbage from the south of the Assiniboine River and from the AutoBin area in the central
area of the City. This represents 52% of the single family locations and 11% of the
multifamily locations in the City.

On April 21, 2004 Council directed that administration prepare a business plan to assess
options to lower the cost of garbage collection services in the areas serviced by City forces.
This business plan generally follows the format outlined in the document titled A Business
Plan Framework for Alternative Service Delivery, dated May 10, 1996.

The business plan assesses four options. The status quo is not considered an option.

Service Delivery Options
Option Manual Collection AutoBin Collection

1 City Staff Internal Contract Out
Improvements

2 Contract Out City Staff Internal

Improvements

3 City Staff Internal City Staff Internal
Improvements Improvements

4 Contract Out Contract Out

Under the project steering committee, teams were put in place to determine what each of
these options would be comprised of. One team reviewed the operational requirements for
City staff to remain in the manual and AutoBin collection services (referred to as internal
improvements) while another reviewed the contracting out options. Others were Finance and
Human Resources. In addition consultation took place with the Fleet Management Agency
and Civic Accommodations to determine the impact of these options on their operations.
CUPE representatives attended the meetings and were provided with all assumptions and
calculations.

In order to be consistent with the Council report of 2004, the year 2002 was selected to be the
baseline year. Since 2002, there has been growth in the number of locations serviced and the
tonnes of garbage collected. However, since this business plan is only meant to recommend
the most appropriate service delivery method, and not the absolute cost of delivering the
service in the future, the comparison with the 2002 locations and tonnage information is
valid.
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The internal improvements team developed a manual collection model that increases
efficiency of City forces through larger loads and longer hours reducing equipment costs.
Manual collection would continue to be provided using rear loads trucks with an operator and
two refuse helpers. The model includes utilizing crews and equipment for 50 hours a week as
compared to the current level of 40 hours. Overtime would be worked during the peak
garbage collection periods. Along with this, the number of Foreman was reduced from 3 to 2.
The collection of rear load apartment bins and the servicing of the Leaf It depots are to be
incorporated into existing contracts in order to have this workforce focus on the core
business, the collection of garbage from single family locations.

The internal improvements team also reviewed the way the AutoBin collection service is
provided. AutoBin collection is done with an automated truck with a single operator and
residents place their garbage into larger bins that are placed in the lanes and shared with 4 to
5 homes. It was determined that efficiencies could be made by working an eleven hour work
day, seven days a week as compared to a eight hour, five day a week operation with
significant amounts of overtime as was being done in 2002. Along with this change, the
rollout cart locations would be converted to manual collection and would be serviced on the
same cycle day as recycling. A designated truck would be used for the collection of bulky
items and the garbage from the rollout locations.

The contracting team developed a strategy for providing both of these services using private
sector contracted forces. One contract would be issued for the manual collection service and
another for the AutoBin collection service.

The Human Resource team reviewed the impacts of the options on the workforce. A review
of the existing Collective Agreement and various corporate policies indicated that permanent
employees could be redeployed to do other work within the City. Non-permanent staff would
be laid off. A plan was developed for each of the four service delivery options. Allowances
were made for retirements and attrition through promotions and transfers.
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The Finance team reviewed and compiled the operational costs for each of these options
including the transition costs for Human Resources, Fleet and Civic Accommodations.

Operating Summary
Staff Complement Water + Waste

Transition Summary

Staff Redeployment

Option 1 Option 2 Option 3 Option 4
Service Component Manual Status I CO ] CO
AutoBin Quo Co? I I co
Financial Summary (in $000s) *
Operating Costs $75,689 $64,198 $55,951 $67,486 $51,986
Transition Costs - $157 $2,078 $387 $3,954
Total 10 Year NPV $75,689 $64,355 $58,029 $67,873 $55,940
Variance from Status Quo $(11,334) $(17,660) | $(7,816) | $(19,749)

Permanent FTEs 70.8 46.2 16.8 60.0 4.0
Non-permanent FTEs 9.1 13.0 5.0 18.0 -
Total FTES 79.9 59.2 21.8 78.0 4.0
fleet Size (includes spares) 32 17 7 24 0

Water + Waste - 3 - 15
Fleet Management Agency 7 10 6 15
Total FTEs 7 13 6 30

Notes
1

2 CO = Contract out services

3

* Light fleet not included

Ten year present value discounted at 3.5%

Il = Internal Improvements to city staff delivery of services

The risk associated with each of these options was reviewed. The risks related to the options
that include internal improvements involve not being able to meet the assumptions contained

in the models.

e risk of not meeting productivity targets

e risk of not having enough staff come to work
» risk of non-acceptance of the longer shift

e risk of refusing overtime
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« risk of fleet costs

These risks with meeting the financial targets for the internal improvement options are
considered high with little opportunity for mitigation.

The risks related to the options that include contracting out are related to the possibility of
escalating contract costs due to a lack of competition and the possibility of inferior customer
service by the contractor. In both cases, the risk is considered to be small since the
contracting strategy being used by the Water and Waste Department involves fostering an
environment that promotes competition within the private sector. The risk associated with
inferior customer service is being mitigated with a provision for financial penalties in the
case of poor customer service and financial bonuses for superior service.

It is recommended that the Water and Waste Department be directed to proceed with Option
4 namely the contracting out of the manual collection work in the south area and the
AutoBin collection work in the north central area of the City of Winnipeg.

The reasons for this recommendation are as follows:

1. This service delivery option will provide the service at the lowest cost to the residents
of Winnipeg over the 10 year period considered in this business plan. After the
business plan period, this option would provide even larger savings since the
transition costs will no longer apply.

2. The risks associated with this option are mainly related to the escalation of contract
pricing. The Solid Waste Services Division has a contracting strategy that fosters a
fair and competitive bidding process. The number of bids received has always been
sufficient to indicate that the marketplace is competitive and there is no known reason
to expect this to change in the future.

3. The risks associated with achieving the savings in the internal improvement options
are numerous and significant. These risks cannot be mitigated by the Water and
Waste Department. As a result, the full savings of the internal improvement options
would not likely be achieved.

4. Currently the difference in cost between contract and City forces doing the work can
be attributed to two factors productivity and the cost of labour. The internal
improvement options presented in this business plan still assume productivity that is
lower than the productivity in the private sector. A system with lower productivity by
City workers at higher wages is not considered sustainable.

From a human resource perspective the impact of the recommendation is a significant
reduction of permanent positions from about 70 to 4. However, non-permanent staff
currently occupies a large number of these permanent positions. Redeployment into
positions occupied by non-permanent staff as well as vacancies, retirements and attrition,
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necessitate only 15 permanent staff within the Solid Waste Division be redeployed. In
addition another 15 staff will need to be redeployed from Fleet Management. The cost of
these redeployments is accounted for in the business plan as transition costs. Non-permanent
staff displaced by this workforce adjustment process will be deployed throughout the City
through the normal layoff and recall process.

The Collective Agreement outlines a process that must be undertaken when considering the
contracting out of services. A review of the business plan is done by the Joint Council-CUPE
Committee and the Council Alternative Services Delivery Committee. The recommendations
from these two Committees are then reviewed by the Executive Policy Committee and a
recommendation is made to Council. Once Council has made the final decision on which
option to implement, it would require between six and nine months for implementation.
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Chapter 1 Introduction

The City of Winnipeg provides garbage collection service to single family and multifamily
locations throughout the City. About half of this work is done by City employees using City
equipment and the other half is done by waste management companies under contract to the
City. Over the years there have been a number of studies on the comparative cost of these
two service delivery methods. It has been generally accepted that the cost of City employees
doing this work is about double that of the same work done by contracted waste management
companies.

On April 21, 2004, Council concurred in the recommendation of the Alternate Service
Delivery Committee and adopted the following:*

1. That the Administration be directed to prepare a business plan consistent with the
collective agreement and the Alternative Service Delivery (ASD) process related to the
provision of solid waste collection services in the City of Winnipeg providing a
comparison of the following alternatives;

A. Productivity improvements for City staff currently providing the service; or
B. Contract out the manual collection and/or AutoBin collection work currently done by
City forces.

2. That the Proper Officers of the City be authorized to do all things necessary to implement
the foregoing.

It was understood that the status quo was no longer acceptable. The report indicated that the
gross operational costs of refuse collection could be reduced by approximately $3 million per
year less transition costs if the service was contracted out.

The collective agreement requires a business plan be prepared whenever a change in staffing
levels is contemplated.

In all instances of changes regarding alternate sources of service delivery which affect the
workloads assigned to CUPE rated staff the following process shall apply:

1. The City shall provide a minimum of 90 days’ notice to the Union of its intention to
arrange for the outside delivery of services currently provided by CUPE rated staff. Said
notice, including a copy of the related business plan, shall also be supplied to all
members of the Joint Council - CUPE Committee.

2. Concurrent with the above noted provision, the Joint Council- CUPE Committee shall
meet within 30 days, to discuss the business plan and concerns, if any, regarding impact
on CUPE employees.

3. Within 45 days of the initial notification, the Joint Council- CUPE Committee shall
report tg the Executive Policy Committee regarding the discussions that have taken
place.

! The Council minute and report is available online at:
http://www.winnipeg.ca/clkdmis/documents/c/2004/m3817/asd%2004%2013%20n0.%2001.pdf
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This business plan generally follows the format outlined in the City of Winnipeg document
titled A Business Plan Framework for Alternative Service Delivery, dated May 10, 1996.

The scope of the business plan included both the AutoBin service and the manual collection
service for those areas of the City currently receiving this service using City employees and
equipment. The standard of service provided to customers would not change regardless of
which service delivery option is implemented. The business plan format includes a detailed
financial and budget analysis of the status quo, internal improvements that can be made, as
well as alternative service delivery, in this case contracting out.

In total there are four different options that are being considered. They are:

Table 1 Service Delivery Options
Option Manual Collection AutoBin Collection

1 City Staff Internal Contract Out
Improvements

2 Contract Out City Staff Internal

Improvements

3 City Staff Internal City Staff Internal
Improvements Improvements

4 Contract Out Contract Out

The purpose of this business plan is to compare these four options and recommend the most
suitable option for Council to consider.

A Steering Committee was formed with representation from Corporate Services Department,
and the Finance and Administration, Human Resources, and Solid Waste Services Divisions
of the Water and Waste Department. Any information used in the report and all calculations
have been shared with CUPE in the process. A number of teams were formed to consider
each of the four possible service delivery options within the scope of their expertise. The
results of each team s work was reviewed by the Steering Committee and compiled into this
business plan.

The recommendations consider the financial impacts of the various options as well as
customer service impacts, implementation risks and impacts on City departments other than
the Water and Waste Department.

2 Collective Agreement December 29, 2002 to December 30, 2005, Letter of Understanding Re: Changes in
Staffing Levels.
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Chapter 2 Current Service Description

The City of Winnipeg provides garbage collection service to all residential locations. In total,
there are approximately 179,500 (2002) single-family dwelling units that receive this
service.® With the exception of the AutoBin area, all single family and multifamily locations
up to 16 dwelling units, receive manual collection service. Residents are required to set out
their household garbage for collection on a designated day for their particular area. There is
no limit to the amount of garbage a location can set out for collection. A single-family
location receives service about 50 times per year.

The AutoBin collection service is located in the central area of the City. For every 4 to 5
homes, there is one 2.25 cubic metre AutoBin located in the lane. The garbage is collected
about 50 times per year from each AutoBin.

The service is provided by City employees in the south and AutoBin areas, and by
Contractors in the northwest and northeast quadrants of the City.

The amount of collection service provided to single-family locations is summarized in
Table 2.

Table 2 Single Family Dwelling Units Summary (2002)
Area Service Type/Provider ?)ivr\]/g:ﬁ:cgrﬂir?{ts
Northwest | Manual Collection/Contracted Forces 42,756
Northeast | Manual Collection/Contracted Forces 42,575
Central AutoBin Collection/City Forces 30,476
South Manual Collection/City Forces 63,733
Total 179,540

Along with the single family locations, there are approximately 84,800 (2002) multifamily
dwelling units at locations with more than 16 dwelling units that receive garbage collection
service. In the non-AutoBin area of the City, these locations receive front end bin collection
service. There are three contracts issued for this collection work. The multifamily property
owner provides the collection bin and they are collected by or on behalf of the City either
once or twice a week. The service is provided on a Monday to Saturday schedule.

City Forces also provide collection services to multifamily locations. The central area of the
City utilizes AutoBins and the south area of the City utilizes rear load bins that are collected
on the same frequency as the front end bins in the contracted areas of the City.

® The baseline year for the analysis in this report was 2002 to correspond with the Council approved report.
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The amount of collection service provided to multifamily locations is summarized in Table 3.

Table 3 Multifamily Dwelling Units Summary (2002)
Multifamily
Area Service Type/Provider Dwelling
Units
Northwest | Front End Collection/Contracted Forces 30,423
East Front End Collection/Contracted Forces 25,226
Southwest | Front End Collection/Contracted Forces 19,872
Central AutoBin Collection/City Forces 7,643
South Rear Load Collection/City Forces 1,697
Total 84,861

This business plan only considers the collection services provided by City Forces -- namely,
the manual and rear load collection in the south area and the AutoBin collection in the central

portion of the City.

2.1 Manual Collection City Forces

As described above, the south area

of the City receives manual
garbage collection service using
City forces and equipment from the
City Fleet Management Agency
(FMA). The typical configuration
of a collection crew is a rear
loading garbage truck with a driver
and two helpers. Each crew is
required to complete two full loads
per eight hour day. The weight of
the garbage per load varies with
the season of the year. In the
summer months each truck is

) capable of hauling 10 tonnes per
e load, while in the winter months

CITY FORCES i
HUENOAL ESLEECTION HRER the capacity is reduced to 7 to 8

tonnes per load. This variation is
due to the higher density of the

yard waste in the summer months and the frozen condition of the garbage in the winter
months. Overtime is worked when the amount of garbage set out for collection exceeds the
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capacity of the two loads per crew. The number of crews per day varies between 14 in the
winter months and 20 in the summer peak periods.

For 2002, the production efficiency of the manual collection crews is summarized in Table 4.

Table 4 City Forces Manual Collection Efficiency (2002)
Production Efficiency Measure Period Output
Average Dwelling Units/Day/Crew 2002 715
Maximum Dwelling Units/Day/Crew December 23, 2002 900
Minimum Dwelling Units/Day/Crew June 7, 2002 587
Average Tonnes/Load 2002 6.9
Maximum Tonnes/Load June 27, 2002 10.8
Minimum Tonnes/Load February 1, 2002 4.1

A small part of the area is comprised of rural residential development. Due to the greater
distances between homes, it is more efficient to utilize a single operator manual side load
truck for these locations. One side load truck is used for this purpose. This truck is also used
for litter container collection.

Bulky waste, such as mattresses and furniture, is defined as an object more than 1.5 metres
long or weighing more than 34 kilograms, and is collected provided the occupant pays a $10
charge for up to 5 bulky waste items. These wastes are collected with the regular garbage
collection.

The south area manual collection forces also collect from some multifamily and small
commercial locations using a rear load truck with a driver and two helpers. These locations
are collected using a designated rear load truck, separate from the single family collection
effort. The truck works four days per week on this service.

In the fall, these crews also service the four Leaf-It depots in the south area of the City. There
are a total of nine Leaf-1t depots in the City. This work is usually done on overtime with a
rear load truck and two workers. The bags of leaves are collected from the depot sites and
hauled to the composting pad at the Brady Road Landfill.

2.2 AutoBin Collection

As described above, the AutoBin collection service is primarily utilized in the central part of
the City. The work is done with single person operated automated side load trucks that are
provided by FMA. There are 5,272 AutoBins located in this area.
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Along with the AutoBins, there are also 800 single family locations that utilize roll out carts.
These locations do not have a lane, which makes it impossible to service with a typical
AutoBin. Each location receives one 450 litre cart that is collected every Wednesday. The
collection is done using the normal AutoBin collection vehicle.

There are about 7,640 multifamily dwelling units that receive AutoBin collection service on a
once a week or twice a week basis. A designated route to service these multifamily
locations, separate from the single family locations, is assigned to an AutoBin truck operator.
The truck works four days per week on this service.

The actual AutoBins belong to the
City of Winnipeg and require periodic

maintenance. Maintenance involves
painting the bins and replacing the
plastic lids after a fire, relocating the
bins to accommodate the construction
of a garage or fence, as well as
sanitizing the bins to control odours in
the summer months. There is a service
truck with crane, along with two or
three staff, that performs this work
along with cleaning up spilt garbage
from around the bins.

There is a significant amount of bulky
and abandoned waste in the AutoBin
area. A manual rear load truck and
crew is dispatched to the AutoBin area
once or twice per week.

For 2002, the production efficiency of
the AutoBin collection crews is summarized in Table 5.

Solid Waste Collection Business Plan, April 25, 2005 11



Table5 City Forces AutoBin Collection Efficiency (2002)

Production Efficiency Measure Period Output
Average Tonnes/Paid Hour 2002 1.54
Maximum Tonnes/Paid Hour April 16, 2002 2.44
Minimum Tonnes/Paid Hour November 16, 2002 0.55
Average Tonnes/Load 2002 5.6
Maximum Tonnes/Load June 30, 2002 8.0
Minimum Tonnes/Load June 7, 2002 3.3

Solid Waste Collection Business Plan, April 25, 2005
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Chapter 3 Financial Baseline

Activity Based Costing (ABC) was used to calculate the cost of service. The analysis assigns
actual expenditures and revenues from the previous year to all the collection activities and
service providers. The unit cost of each service is determined by taking the total cost of that
service and dividing it by the number of units of service provided in that year. 2002 was used
as the baseline year for the purpose of developing new work methods and costing service
delivery options.

Table 6 shows the results the ABC analysis for in-house services completed in 2002.

Table 6 Summary of Single Family Collection Costs (2002)
Manual AutoBin
Collection Collection
City City
Total Cost $5,871,378 $2,937,292
No. of Dwellings 63,733 30,476
No. of Tonnes Collected 62,058 33,085
Total Cost/Dwelling $92.12 $96.38
Total Cost/Tonne $94.61 $88.78
Total Program Cost $5,871,378 $2,937,292
Less Tipping Fees $1,392,838 $739,700
Equals Collection Cost $4,478,540 $2,197,592
Collection Cost/Tonne $72.17 $66.42
Collection Cost/Dwelling $70.27 $72.11
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Chapter 4 Alternate Service Delivery Options

The ASD project team reviewed four options in total. The manual and AutoBin collection
services were considered separately for both internal improvements and contracting the
service. Each of these four options is discussed in the following sections.

4.1 Internal Improvements Manual Collection

The internal improvements team was charged with the responsibility to develop the most
efficient work practices utilizing City staff and equipment. The team was comprised of the
following people.

Manager of Solid Waste Services Team Leader
Supervisor of Collection

AutoBin Foreman

Manual Collection Foreman

Operator 2

Refuse Helper (partial)

A CUPE National Staff Representative also attended meetings of the team.

The team developed a detailed spreadsheet model that was used to determine the daily staff
and equipment requirements along with the associated costs. The team considered a number
of alternatives including driver-driver , converting to automated cart collection in the south
area, and enhanced status-quo driver-helper-helper .

The driver-driver model of collection is based on a two member team sharing the driving
and pitching duties during the day. This alternative was rejected by the worker members of
the team. It was believed that the senior and older members of the crew should no longer be
required to pitch and that work should be done by the more junior staff.

Automated collection using specially designed equipment and carts has long been pursued as
a way to avoid the stress and strain of pitching in the industry. Many communities have
switched to automated collection. It is especially suited to front street collection where there
is more room and driveways that make accessibility to the carts in winter more practicable.
However a review of the cost of the system, including equipment, carts and productivity
indicated that the cost would even exceed the cost of current system.

It was determined that an enhanced driver-helper-helper mode of operation would be the
most cost effective work practice. The enhanced procedure is as follows:

e Manual collection service

e Three person crew per truck - one Operator 2 and two Refuse Helpers
e Two foreman

» No change to the existing garbage collection schedule

e Ten hour per day shifts with each crew working four shifts per week
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e Each crew required to collect up to 1,050 homes per shift

e Convert the existing rear load locations to front load collection and incorporated into
the existing contracted multifamily collection

e Litter container collection would be done by a separate crew(s)

e Leaf-It collection for the depots in the south area of the City would be incorporated
into the existing contracted work

e Parking and fuelling of the trucks would be done by the collection crew at the end of
the shift

In this scenario, each crew would do three full loads of garbage per shift in the summer
months (when the garbage is greater than 18 kg/stop) and two full loads in the winter months
(minimum 1050 homes). The amount of garbage per load would vary between 9.5 tonnes in
the summer months to a load of a similar size to the contractor in the winter months (6.8 to
9.5 tonnes).

Crews would be required to be at work four of the five collection days. The days off would
follow the collection schedule with 20% of the crews having Day 1 as their regular day off,
20% having Day 2 off, etc. Each crew would be required to come to work 200 times per year
as compared to the 250 times per year currently.

Industry best practice indicates that a collection operation like this should staff to a baseline
and then use overtime to handle the peak periods. There will be collection days where the
baseline number of crews cannot complete the work due to excessive garbage. Using a

what-if type analysis on the spreadsheet model, the impact of various crew numbers for
winter and summer were examined. It was determined that the optimum number of crews is
11, all year round. This would result in 95% of the work being done on regular time (7,205
out of 7,578 loads per year) and the remainder on overtime. Overtime would typically take
place on the week after a statutory holiday when the garbage generation rate increases due to
the increased time between collections. It is estimated that some overtime would be required
on approximately 80 days per year.

It is planned that the work would be completed each day, with no carryover of uncollected
garbage from one day to the next.

Table 7 summarizes the collection efficiencies for the internal improvement model.

Table 7 City Forces Internal Improvement Manual Collection
Efficiency
Production Efficiency Measure Period Output
Average Dwelling Units/Day/Crew 2002 1,022
Average Tonnes/Load 2002 7.9
Maximum Tonnes/Load Various Days 9.5
Minimum Tonnes/Load December 24, 2002 54
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A detailed summary of the manual collection spreadsheet model is contained in the
appendices to this report.

4.2 Internal Improvements AutoBin Collection

The internal improvements for AutoBin collection were developed by the same team that
developed the internal improvement model for manual collection.

A detailed spreadsheet model was developed as the tool for determining the most cost
effective work practices. These practices involve the following:

» Automated side-load collection service

e Sevenday 11 hour shift with two teams for AutoBin collection.

» Five day shift for AutoBin maintenance and bulky/abandoned waste collection

e Number of AutoBin trucks varies during the year depending upon the required
collection tonnages.

» Existing rollout collection converted to manual collection and serviced with a rear
load truck on a cycle day basis, the same day as recycling collection.

e The cycle day schedule for AutoBin collection would be abolished and replaced with
a policy of servicing AutoBins when they are full to allow less frequent collection
when the bins are not full (winter).

e Incorporate micro-routing and daily work planning.

e Global positioning systems would be installed on all vehicles to monitor productivity.

e Bulky/abandoned waste would be collected four days per week using a rear load truck
and a two person crew.

e AutoBin maintenance work would be completed with a two person crew working five
days per week.

e The waste disposal swap with BFI Canada would continue to a maximum of 10,000
tonnes per year.

e Parking and fuelling of the trucks would be done by the collection crew at the end of
the shift

The collection of garbage from AutoBins would take place on every day of the year except
for statutory holidays. Two separate teams would be formed with a foreman on each team.
The shift would be approximately 11 hours per day. The shift rotation would cover a 14 day
period which is coincident with the payroll periods. The shift rotation would be two days on,
two days off, two days on, five days off, three days on. The other team would have the same
schedule except would be at work when the first team is off. This shift rotation results in
each team having every second weekend off and an employee would be required to come to
work 176 to 178 times per year as compared to the 250 times per year currently required.

The number of AutoBin trucks would vary between three and five per shift, depending on the
generation rate of garbage. During the winter months three trucks would be required with

four trucks being required during the summer months. The peak spring period would require
five trucks per shift. Each truck is expected to haul 5 full loads per shift of garbage to Brady
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Road landfill or 6 full loads per shift to the BFI landfill. When hauling to the BFI landfill the
last load of the day would be hauled to Brady.

Table 8 summarizes the collection efficiencies for the internal improvement model.

Table 8 City Forces Internal Improvement AutoBin Efficiency
Production Efficiency Measure Period Output
Average Tonnes/Paid Hour 2002 1.84
Average Tonnes/Load 2002 6.3

A detailed summary of the AutoBin collection spreadsheet model is contained in the
appendices to this report.

4.3 Contract Out Manual Collection

Staff involved with current contracts, lead by the Contract Administrator, were tasked to
determine what the strategy and cost of collection would be if the south area of the City were
to be contracted out.

The contract out model consists of the following assumptions:

e One tender would be issued for the 63,733 dwelling units in the south area of the
City. (This would be larger than the two existing contracts of 42,000 homes, but two
contracts would equate to 32,000 homes which is considered small. Also, the 5 day
cycle would have to change to have two contracts.)

e The contract would be for a 5 to 7 year term.

e Convert the existing rear load locations to front load collection and incorporated into
the existing contracted multifamily collection.

e Litter container collection would be done by a separate crew(s).

e Leaf-It collection for the depots in the south area of the City would be incorporated
into the existing contracted work.

e In addition to the one foreman that assists with the current contract administration,
one more foreman would be added to assist with the contract administration of this
contract.

e A third foreman would be added to assist with the contract administration of the three
multifamily collection contracts. This would minimize the amount of travel time and
provide the necessary vacation coverage.

The costing of this alternative was based on the actual contracted prices for the two single

family residential contracts in the north half of the City. An estimate equal to the actual
contracted price from 2002 was used. No consideration was made for the shorter haul
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distance to the Brady Landfill that the contractor would incur in the south area as compared
to the existing haul distance from the north area of the City.

4.4 Contract Out AutoBin Collection

The Contract Out AutoBin model was developed by same staff that worked on the Contract
Out Manual Collection model. Since the City does not have a contract for AutoBin collection
it was more difficult to estimate what this work would cost if it were contracted out. The
closest comparison that could be made was to the front end multifamily locations. The cost
of the front end collection service was reviewed from a number of different ways including
cost per tonne collected and cost per cubic metre of bin capacity collected. After consulting
with a number of people, including the private sector waste haulers, the cost per cubic metre
of bin capacity collected was used as the estimated cost for AutoBin collection.

The contract out model consists of the following assumptions:

e One tender would be issued for the 30,476 single family and 7,643 multifamily
dwelling units in the central area of the City.

e The contract would include collection of bulky and abandoned wastes, moving,
painting and repairing bins and sanitizing the bins as required.

e The contract would be for a 5 to 7 year term.

» Existing rollout collection converted to manual collection and serviced with a rear
load truck on a cycle day basis, the same day as recycling collection. This would be
done through the existing manual collection contract for the northwest area of the
City.

e The cycle day schedule for AutoBin collection would be abolished and replaced with
a policy of servicing AutoBins when they are full.

e One foreman position would be retained to assists with the contract administration
duties.
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Chapter 5 Human Resource Considerations

The collective agreement provides for employment security for permanent employees.

4-2 During the life of this Agreement, no permanent employee shall be laid off provided
they accept any reasonable offer of alternative employment made by the City. This provision
shall expire on December 30, 2005 (the end of Pay Period #26, 2005). *

The collective agreement includes a letter of understanding on redeployment of staff. To
assist in redeployment, the appropriate City CUPE Placement Committee will consider
such issues as retraining, probationary period, salary protection, leg up protection, allowing
displaced employees to meet qualifications within a reasonable period of time, or any other
matters deemed appropriate for the success of the particular placement.

Non-permanent employees do not have employment security but are laid off and rehired
according to seniority and qualifications.

The Human Resource team was charged with the responsibility to determine the human
resource impacts of each of the four options considered in this business plan. The team was
comprised of the following people:

Manager of Human Resources
Labour Relations Coordinator
Supervisor of Collection
Refuse Helper

A CUPE National Staff Representative also attended meetings of the team.

The team worked in close consultation with the Finance team and the Human Resource
Business and Training Coordinator and Personnel Records Clerk in order to cost out the
human resource impacts. In addition, consultation took place with the Corporate Services
Manager of Labour Relations & Compensation as well as the Corporate Services Staffing
Coordinator.

Human Resource Review Topics:

The Human Resource team met to discuss and review topics that would be applicable to the
implementation of a human resource transition plan for each of the four ASD options. The
topics that were reviewed included:

a. Reviewing the staff requirements for each one of the four options as provided by the
internal improvement and contracting out teams.
b. Review the Division seniority list and make them current.

4 Collective Agreement December 29, 2002 to December 30, 2005, Article 4-2
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c. Review the age and seniority of the existing permanent staff and determine the
eligibility of staff to retire from the workplace.

d. Review the number of permanent staff that have left the Division to other positions
and resignations and determine how many staff would be likely to do so in the future.
Seasonal/temporary (non-permanent) staff was not considered since they will subject
to the provisions of Collective Agreement in the event of a layoff.

e. Review and identify any gaps between the skills of the existing employees and the
skills required for the new work practices. The major focus of this was on staff being
able to obtain the required drivers licenses.

f. Review the opportunities for offering selective buyouts to existing staff during the
transition phase.

g. Review the opportunities for enhanced testing requirements for new hires, similar to a
firefighter fitness test.

h. Review the opportunities to establish new entry level hiring qualifications in order to
assist with future deployment to other positions.

i. Review the opportunities to offer a period of employment in Solid Waste followed by
a mandatory deployment after a predetermined period to other positions within the
City.

J. Review the opportunities to partner with another larger Department(s) to pool hiring
resources and create a City wide labour pool for hiring for short term periods.

k. Estimate the transition cost of redeployment.

Human Resource Assumptions:

Based on this review, certain topics were considered not to be feasible or practical and were
not pursued further. The Human Resource team then made the following assumptions.

a. Two employees would leave the Division through promotions or reassignments each
year.

b. Employees would retire when they reach 30 years of service.

Two employees would retire from the Division prior to implementation.

d. Incumbents would stay in their current position and promotions would be made from
the applicable spare lists.

e. Dual seniority in Solid Waste and other Departments would be recognized for 24
months after implementation.

f. Some of the existing employees are not deployable and all costs of these employees
would remain with Solid Waste over the period of this business plan.

o
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Human Resource Conclusions:

The Human Resource team then applied these assumptions to each of the ASD options and
made the following conclusions.

Option 1  Internal Improvements Manual Collection/Contract Out AutoBin

a. There would be very minimal financial impact since the existing permanent AutoBin
staff could be deployed totally within the Solid Waste Services Division, albeit
through displacement of non-permanent employees.

Option 2  Contract Out Manual Collection/Internal Improvements AutoBin

a. Upon implementation, there are only two permanent staff members that would not
find an alternate position within the Division.
b. These two permanent staff would be deployed within one year of implementation

Option 3 Internal Improvement for both Manual and AutoBin Collection

a. There would be very minimal overall staffing impact since the existing permanent
staff could be deployed totally within the Solid Waste Services Division.

Option 4 Contract Out both Manual and AutoBin Collection

a. Upon implementation, there are fifteen permanent employees who would not find an
alternate position within the Division.

b. Permanent employees would be seasonally employed in other areas of the City for 6
months of the year. These employees would continue to be employed (and paid for
by Solid Waste Services Division) for the other 6 months of the year. After two
years, these employees would be red-circled and will receive 50% of the cost of
living increases. This would continue through the 10 year period of the business plan.

c. Two permanent employees would be deployed to another Department within 2 years.

d. Two permanent employees would be deployed within the Division due to retirements.

Based on these conclusions the Finance team prepared an estimate of the human resource
transition costs. These costs are included in the financial data presented in this business plan.
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Chapter 6 Interdepartmental Considerations

There are two Departments outside of the Solid Waste Services Division that would be
impacted by the implementation of any of these options.

Civic Accommodations

The Solid Waste Service Division rents office and garage space from the Civic
Accommodations Division of the Planning Property and Development Department. The cost
per square foot includes all occupancy costs such as heat, light and water. The required
office and garbage space for each of the four options was developed and a cost estimate was
provided by the Civic Accommodations Division. In the event that less space is required in
the future, such as in options 2 and 4, it was agreed that the Solid Waste Services Division
would continue to pay for the unused space for the lesser period of two years or until another
tenant was found. Civic Accommodations have indicated that they have a need for the space.

The Finance team has incorporated these costs into the financial analysis presented in this
business plan.

Fleet Management Agency

The Solid Waste Services Division receives all of the mobile equipment required for
collecting garbage from the Fleet Management Agency (FMA). All of the options under
consideration will result in less equipment being utilized and therefore maintained by FMA
staff. Representatives from FMA were asked to prepare the financial and human resource
impacts for each of the options. These impacts include the revenue selling off of some or all
of the equipment and the downsizing the FMA staff complement, specifically mechanics, as
less equipment is utilized. For the purpose of this business plan it is assumed that the FMA
staff would be downsized as retirements occur over five years. The cost of carrying the
redundant permanent staff are accounted for in this business plan

The Finance team has incorporated these costs into the financial analysis presented in this
business plan.

Joint Departmental Committee / Joint Corporate Placement Committee (JCPC)

The Letter of Understanding Re: Redeployment outlines the required process when
workforce adjustment can only be accomplished through redeployment. Permanent CUPE
staff with employment security may be redeployed to vacancies within the Water and Waste
Department.

Where displaced permanent staff cannot be accommodated within the Water and Waste
Department, the Joint Corporate Placement Committee (JCPC) leads the process of
redeployment of CUPE employees. Employees will be placed into vacancies in any
department at the same or comparable classification. All CUPE bulletins are referred to
JCPC who then compare job requirements, salary with the employee redeployment pool.
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Training requirements are assessed and if reasonable the necessary resources will be
provided by the Solid Waste Division. Placements are considered complete when the
placement is into a permanent position, the duration of the placement is 2 years or longer, the
placement is in the same classification or the salary is 15% or less over range. The
redeployment process will require Corporate Services and other civic departments to
participate in the redeployment of staff until all placements are completed.

The Finance Team has incorporated these costs into the financial analysis presented in this
business plan.
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Chapter 7 Financial Analysis

The Finance team was charged with the responsibility to determine the cost of each of the
four options considered in this business plan. The team was comprised of the following
people:

Manager of Finance and Administration
Senior Financial Analyst
Budget Clerk

The financial analysis information was shared as it was developed with a CUPE financial
consultant.

The team worked in close consultation with all of the other teams in order to cost out the
operating costs for each of the ASD options as well as the transition costs involved. The
options were analyzed on a ten year net present value (NPV) basis. Costs include direct
labour costs as well as compensation costs and employee benefits. A discount rate of 3.5%
(net of inflation) was used. To simplify the analysis, growth in the amount of garbage
expected to be collected over the 10 years was not included.

Detailed assumptions are disclosed separately under each option in the applicable appendix
to this report. Based on this information, the following table summarizes the results of the
financial analysis.

On a cost basis, contracting out of both manual and AutoBin collection is the least costly
alternative even absorbing approximately $4.0 million in transition costs associated with
providing employment to all permanent staff in Solid Waste and Fleet Management. The
internal improvements model Option 3 shows considerable improvement over the status quo
based on better equipment utilization and labour productivity than the current system.
However, it is still about $1 million more per year than contracting out.

The next chapter focuses on risks associated with the options.
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Table 9 - Solid Waste Collection ASD Study
Summary of Service Delivery Options
(10 Year NPV discounted at 3.5%)

OPTIONS

2002 - Status Quo

Option 1
City Staff - Internal

Option 2

Option 3
City Staff - Internal

Option 4

Manual Collection City Staff Improvements Contract Out Improvements Contract Out
City Staff - Internal City Staff - Internal
Autobin Collection City Staff Contract Out Improvements Improvements Contract Out
Operating Costs
Manual
Salaries and Benefits $ 26,454,978 $ 21,245,531 $ 1,374,966 $ 21,245,531 $ 1,193,742
Equipment 10,351,998 8,254,471 205,420 8,254,471 160,228
Contracts = - 16,722,266 - 16,722,266
Tipping Fees 11,758,268 11,595,424 11,758,268 11,595,424 11,758,268
Other Operating 1,046,388 1,065,192 859,212 1,065,192 854,821
49,611,633 42,160,618 30,920,132 42,160,618 30,689,324
Autobin
Salaries and Benefits 7,001,265 1,293,189 6,524,893 6,524,893 1,062,540
Equipment 9,817,595 205,420 9,353,678 9,353,678 147,903
Contracts 373,689 12,091,701 415,830 415,830 12,091,701
Tipping Fees 7,137,443 7,137,443 7,137,444 7,137,444 7,137,443
Other Operating 998,068 506,352 1,089,509 1,089,509 500,764
25,328,060 21,234,105 24,521,353 24,521,353 20,940,350
Subtotal Operating Costs 74,939,693 63,394,723 55,441,485 66,681,971 51,629,674
Facility Costs 749,314 803,494 509,493 803,494 356,101
Total Operating Cost 75,689,007 64,198,216 55,950,978 67,485,465 51,985,775
Transition Costs
City Staff = - 1,089,023 - 3,195,494
Sale of Fleet Equipment - (882,136) (645,030) (270,136) (1,257,030)
Fleet Management - 1,039,182 1,633,676 657,717 2,015,142
Total Transition Cost - 157,046 2,077,670 387,581 3,953,606
TOTAL COST $ 75,689,007 $ 64,355,262 $ 58,028,647 $ 67,873,045 $ 55,939,381
NPV - Variance from Status Quo $ (11,333,745) $ (17,660,360) $ (7,815,962) $ (19,749,626)
Equivalent Annual Cost $ 9,100,950 $ 7,738,165 6,977,444 8,161,148 6,726,228
EQUIVALENT ANNUAL COST BASIS
Operating Costs
Manual
Salaries + Benefits $ 3,180,983 $ 2,554,592 $ 165,328 $ 2,554,592 $ 143,537
Equipment 1,244,738 992,529 24,700 992,529 19,266
Contracts - - 2,010,708 - 2,010,708
Tipping Fees 1,413,830 1,394,250 1,413,830 1,394,250 1,413,830
Other Operating 125,819 128,080 103,313 128,080 102,785
$ 5,965,371 $ 5,069,450 $ 3,717,879 $ 5,069,450 $ 3,690,126
Autobin
Salaries + Benefits $ 841,842 $ 155,495 $ 784,562 $ 784,562 $ 127,761
Equipment 1,180,481 24,700 1,124,699 1,124,699 17,784
Contracts 44,933 1,453,923 50,000 50,000 1,453,923
Tipping Fees 858,216 858,216 858,216 858,216 858,216
Other Operating 120,009 60,884 131,004 131,004 60,213
$ 3,045,481 $ 2,553,218 $ 2,948,481 $ 2,948,481 $ 2,517,896
Subtotal Operating Costs $ 9,010,851 $ 7,622,668 $ 6,666,360 $ 8,017,931 $ 6,208,023
Facility Costs $ 90,099 $ 96,613 $ 61,262 $ 96,613 $ 42,818
Total Operating Cost $ 9,100,950 $ 7,719,281 $ 6,727,622 $ 8,114,545 $ 6,250,841
Transition Costs
City Staff $ o $ - $ 130,945.62 $ - $ 384,230.62
Sale of Fleet Vehicles - (106,069) (77,559) (32,482) (151,147)
Fleet Management - 124,953 196,435 79,085 242,303
Total Transition Cost $ = $ 18,883 $ 249,822 $ 46,603 $ 475,387
TOTAL COST $ 9,100,950 $ 7,738,165 $ 6,977,444 $ 8,161,148 $ 6,726,228
#
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Chapter 8 Risks

A review of the risks associated with each of the service delivery options was completed and
is summarized as follows.

Internal Improvements Manual Collection

a. Risk of not meeting productivity goals

The major risk with committing to internal improvements is not meeting the
productivity goals on which the financial analysis is based. The Solid Waste Services
Division has tried many times to meet productivity goals in terms of tonnes per load
and definition of a workday. It has been the experience of the Solid Waste Services
Division that it has been extremely difficult to successfully implement productivity
targets for collection. The current workplace standard is that the work of a crew is
done when two full loads are done over eight hours. The proposed workplace
standard is that the work of crew is done when three full loads are done over ten
hours. The workplace culture has always been one of leaving when two loads are
complete, no matter how full the loads are. Crews regularly leave before the end of
their shift, sometimes by as much as three hours. Efforts by management to reduce
the number of crews to better match the amount of garbage and extend the workday
to closer to eight hours are met with a work slowdown and overtime being incurred to
complete the work. CUPE and staff have opposed implementing a productivity
requirement or an incentive bonus for crews that exceed the daily minimum
requirements. There is no provision in the internal improvement model to ensure that
productivity requirements will be met.

In addition, the age of the workforce is not addressed in the model. Manual collection
of garbage is physically demanding work. The internal improvement model is based
on each crew collecting up to 1,050 homes or 28,500 kilograms of garbage per day
(not including overtime). The risk of injury, particularly to shoulders and backs, is
high and increases as an employee ages and does this work for a number of years.

Finally, it will be necessary to hire non-permanent staff to cover WCB, sick and
vacation time off. The Collective Agreement requires the Division to hire the most
senior laid off seasonal employee. Typically these staff are well over 40 years of age
(with one case where the person was over 60 years old) and due to their age and
physical condition not all of them are able to meet the physical demands of the
manually collecting garbage. There is no provision in the internal improvement
model to address this issue.

b. Risk of Not Having Enough Staff Come to Work

Under the collective agreement employees receive a sick leave credit for 1.25 days
per month (15 days per year). Even with an absenteeism policy requiring doctor s
notes for high users, on average, employees use 11 days per year. While the cost of
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sick leave has been accounted for in the model, one circumstance not included is the
case when multiple employees call in sick on the same day, during bad weather or to
extend a weekend. The internal improvement team recognized that this is likely to
happen, for example when an employee is scheduled to have a day off on Tuesday,
being sick leave for the Monday provides the employee gets a four day long weekend.
There is no provision in the internal improvement model to address this situation.

c. Risk of non-acceptance of 10 hour shifts

The internal improvement model for manual collection involves working ten hour
shifts in order to achieve the productivity targets. The Province of Manitoba requires
a workplace majority vote in order to implement shifts longer than eight hours per
day. If the internal improvement model is determined to be the preferred service
delivery option, staff could thwart this effort by voting down the 10 hour shift.

d. Risk of refusing overtime

The internal improvement model is based on overtime being completed when there
are peak collection tonnages. This occurs particularly after statutory holidays. The
CUPE Collective Agreement nor the Province of Manitoba labour law does not make
overtime mandatory. It has been a problem to get staff to work overtime and
therefore it takes many days to get back on schedule. This is not generally a problem
with contract collection.

e. Risk of Fleet Costs

The internal improvement model assumes that the collection vehicles will be
provided by the Fleet Management Agency. In the past there have been concerns
with the cost of service and the suitability of the equipment being provided.
Improvements are underway in the Fleet Management Agency to address these
concerns but the benefits of these improvements have not been seen by the Solid
Waste Services Division to date.

Risk Mitigation

Risk mitigation could only be achieved with major changes to the collective
agreement requiring associating pay with productivity. This would involve many
clauses of the agreement dealing with productivity, hours of work, mandatory
overtime, and other work rules. It is not expected that this extent of change could be
achieved.
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