DITORONTO comorr e

Auditor General’s Observations on the Quantity of
Product Realized from the City's Single Stream
Recyclable Material (Blue Bin) Program

Date: October 12, 2017
To: Audit Committee
From: Auditor General
Wards: All

REASON FOR CONFIDENTIAL INFORMATION

This report is about litigation or potential litigation that affects the City or one of its
agencies or corporations.

SUMMARY

The Auditor General was contacted and requested to review a potential shortfall in
material recovered through its Single Stream Recyclable Material (Blue Bin) Program to
assess the circumstances under which any shortfall of materials took place.

The Auditor General has now completed her review of this issue. The Auditor General's
report is included as Confidential Attachment 1 to this report. No evidence of fraudulent
activity was identified.

RECOMMENDATIONS

The Auditor General recommends that:

1. City Council request the General Manager, Solid Waste Management Services, to
provide sufficient information in offers to purchase the City's processed recyclable
products to ensure neither the incumbent purchaser nor the operator of the Material
Recovery Facility have an advantage over other potential purchasers.

2. City Council request the General Manager, Solid Waste Management Services, to
rotate City staff assigned to the Material Recovery Facility to the extent feasible.

3. City Council request the General Manager, Solid Waste Management Services, to
reinforce with City staff assigned to the Material Recovery Facility that they are to bring
any issues or concerns about the Material Recovery Facility or the contracted
operator/owner of the Facility to their managers.
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4. City Council request the General Manager, Solid Waste Management Services,
enhance oversight at the Material Recovery Facility by:

a. Reviewing month-end inventories of recycled product
b. Periodically reconciling, by weight, the City material sorted at the facility and
shipped to City purchasers.

5. City Council direct that Confidential Attachment 1 remain confidential in its entirety as
it deals with information about litigation or potential litigation that affects the City or one
of its agencies or corporations.

FINANCIAL IMPACT

There is no financial impact from the adoption of recommendations in this report.

DECISION HISTORY

At its meeting of April 26, 27 and 28, 2017, City Council approved a dispute settlement
between Canada Fibers Ltd. (CFL) and the City substantially in accordance with the
Minutes of Settlement found in Appendix A to Confidential Attachment 1 to the report
(March 29, 2017) from the City Solicitor, the General Manager, Solid Waste
Management Services, the Chief Purchasing Officer and Director of Purchasing and
Materials Management and the Deputy City Manager and Chief Financial Officer.

The City Council decision regarding the dispute settlement can be found at:
http://app.toronto.ca/tmmis/viewAgendaltemHistory.do?item=2017.PW20.4

At its meeting on June 10, 11 and 12, 2015, City Council adopted Item PW5.4 -
Authority to Negotiate and Enter into Agreements for Waste Diversion Processing
Capacity, Initiatives and Funding. City Council granted authority to the General
Manager, Solid Waste Management Services to negotiate and enter into amending
agreements for waste diversion processing capacity, initiatives and funding.

The City Council decision can be found at:
http://app.toronto.ca/tmmis/viewAgendaltemHistory.do?item=2015.PW5.4

At its meeting on June 10, 11, 12, and 13, 2014, City Council adopted Item PW31.20 -
Contract Award: Request for Proposal No. 9150-14-3007 for Single Stream Recyclable
Materials Processing Contract. City Council granted authority to the Acting General
Manager, Solid Waste Management Services, to negotiate and enter into an agreement
with Canada Fibers Ltd. for processing services of up to 120,000 tonnes per year of
Single Stream Recyclable Materials, starting on November 15, 2014, for seven (7) years
plus two (2) option years.

The City Council decision can be found at:
http://app.toronto.ca/tmmis/viewAgendaltemHistory.do?item=2014.PW31.20
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At its meeting on July 12, 13 and 14, 2011, City Council adopted Item PW5.8 - Contract
Award: Request for Proposal 9150-11-3066 for Single Stream Recyclable Materials
Processing Contract. City Council granted authority to authorize the Acting General
Manager, Solid Waste Management Services, to negotiate and enter into an agreement
with Canada Fibers Ltd. for processing services of up to 140,000 tonnes per year of
Single Stream Recyclable Materials for a period of seven (7) years plus two (2) option
years.

The City Council decision can be found at:
http://app.toronto.ca/tmmis/viewAgendaltemHistory.do?item=2011.PW5.8

BACKGROUND INFORMATION

As part of its waste management system, the City manages a Blue Bin recycling
program. The program accepts a variety of printed-paper and packaging products to
meet Provincial Regulations and support the City's efforts to drive waste diversion from
landfills.

Recyclables collected through the Blue Bin program are sent to a Material Recovery
Facility operated by Canada Fibers Ltd. under contract with the City. The material is
processed into different product categories to maximize both its potential for re-use and
its value as a saleable product. The City has entered into various agreements with third
parties to generate revenue from the sale of processed Blue Bin recyclables.

COMMENTS

The Auditor General’s report entitled "Auditor General’s Observations on the Quantity of
Product Realized from the City's Single Stream Recyclable Material (Blue Bin) Program"
is attached as Confidential Attachment 1. Allegations were made that there was a
shortfall of material from the Blue Bin program as a result of deliberate diversion of
materials. Our investigation found no evidence of fraudulent activity. Our investigation
did identify opportunities to enhance controls as outlined in our recommendations.

The Deputy City Manager and General Manager, Solid Waste Management Services,
have been consulted on this report and agree with all the recommendations.

CONTACT

Beverly Romeo-Beehler, Auditor General
Tel: 416-392-8461, Fax: 416-392-3754, E-mail: Beverly.Romeo-Beehler@toronto.ca

SIGNATURE

Beverly Romeo-Beehler
Auditor General
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ATTACHMENT

Confidential Attachment 1 - Auditor General’'s Observations on the Quantity of Product
Realized from the City's Single Stream Recyclable Material (Blue Bin) Program
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