TO: BOARD OF DIRECTORS AGENDA ITEM

FROM: MARIO IGLESIAS E-6
GENERAL MANAGER -
JUNE 12, 2019

DATE: JUNE 7, 2019

APPROVE FINAL DRAFT OF THE SOUTH COUNTY SANITARY
SERVICES RATE STUDY REPORT AND DIRECT STAFF TO
INITIATE A PROPOSITION 218 PROCESS, INCLUDING SETTING A
PUBLIC HEARING DATE FOR AUGUST 14, 2019

ITEM

Approve final draft of the South County Sanitary Service rate study report and direct staff to
initiate a Proposition 218 process, including approval of a public notice and setting the public
hearing date for August 14, 2019 [RECOMMEND APPROVE REPORT, DIRECT STAFF TO
INITIATE PROP 218 PROCESS, APPROVE PUBLIC NOTICE, AND SET AUGUST 14, 2019
FOR PUBLIC HEARING]

BACKGROUND

South County Sanitary Services (SCSS) provides solid waste collection services to homes
throughout southern San Luis Obispo County. SCSS provides these services to District
customers under a Franchise Agreement (“Agreement’) with the Nipomo Community Services
District (“District”).

SCSS is requesting a 10.06% Base-Year Rate Adjustment for 2019 [Attachment A] for South
County customers. However, there are three factors that lower the District's Base-Year Rate
Adjustment request to as low as 8.69%.

¢ The District’s Franchise Fee is currently less than all other South County Agencies
(5.14% for the District v. 10% for other South County agencies),

e The District’'s Agreement limits SCSS's profits to 7% versus 8% applied to all other
South County Agencies, and

e The District's Agreement requires SCSS to reduce the District's rates by 1%
compared to all other South County Agencies.

The District receives a Franchise Fee to manage the solid waste collections enterprise. The
District could adjust the Franchise Fees above the current 5.14% identified in the rate study, as
allowed in the Agreement. If the District matched the Franchise Fee percentage that all other
South County Agencies include in their fees and charges (10%), then the compound rate increase
would be 15.08%.

The following table summarizes and compares the two rate increase Franchise Fee percentages,
5.14% versus 10%, and demonstrates the monthly difference between them.



ITEM E-6 PAGE 2
June 12, 2019
Container Current | 5.14% Franchise Fees 10% Franchise Difference
Size Charges Fees 5.14% v 10%
Proposed | Increase | Proposed | Increase
32 Gallons $17.18 $18.67 51,49 $19.77 §2.59 $1.10/month
64 Gallons $24.61 $26.75 52.14 $28.32 5$3.71 51.57/month
96 Gallons $32.26 $35.06 $2.80 $37.12 54.86 52.06/month

Under the Franchise Agreement, the District is required to administer annual lien process for the
collection of delinquent solid waste payments and to administer Proposition 218 Rate proceedings
that are required to adopt solid waste rate adjustments. The District charges the solid waste fund
15% against franchise income for administering the solid waste franchise.

The District’s solid waste fund reserve is approximately $317,000 and collected $6,800 per month
in Franchise Fees for 2018. Current solid waste services paid from the reserve include:

e Providing collection and maintenance of public trash receptacles in Olde Towne,
e Promote SCSS’ bi-annual Clean Up Week
e Solid Waste Rate Holidays

e County Creek Clean-up Day
e District-wide Street Trash Reduction Programs

In addition to supporting the above activities, from time to time the District uses these funds to
buy-down rate increase requests from SCSS to reduce user rate spikes.

Should your Board accept the recommendations in the rate study and raise solid waste rates,
your Board will need to approve the public notice that represents the Franchise Fee percentage
your Board finds most appropriate [Attachment C (5.14% option), or Attachment D (10% option).
Staff will mail the public notice to the District's solid waste customers, in accordance with
Proposition 218. Issuance of the public notice commences a minimum 45-day protest period.

Staff is recommending setting the date for a Public Hearing on August 14, 2019. Rates for solid
waste collections are addressed in District Ordinance. District Counsel is recommending
amendments to the Ordinance to clarify that rates are adopted by Resolution and to modify the
Consumer Price Index referenced in the ordinance to be consistent with the rate study and the
index used by the other South County Agencies. If the amendments to the ordinance are adopted
by July 15, 2019, the new rates may become effective immediately if no majority protest is made
and if your Board approves the new rates on August 14, 2019.

The Public Hearing would be held concurrent with your Regular Board Meeting wherein staff
would tally all protest votes received and determine whether a majority protest exists. If there is
not a majority protest, the new rates could be implemented on August 14, 2019, if the Ordinance
is amended.

FISCAL IMPACT

Depending on the rate option selected, it is estimated that the District would receive $81,600
annually under the 5.14% option or $158,755 under the 10% option in franchise fees annually.
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STRATEGIC PLAN

Strategic Plan Goal 8.

A.1 SOLID WASTE. Seek to maximize solid waste services for community and build
understanding of services like hazardous waste, recycling, etc. and District’s role.

RECOMMENDATION

Staff recommends your Board consider the provided information and select a rate option. Should
your Board chose to raise solid waste rates, it is further recommended that your Board direct staff
to circulate the appropriate public notice (Attachment C or D), one that reflects your Board's rate
option, and schedule a protest hearing for August 14, 2019.

ATTACHMENT

A. May 3, 2019 Solid Waste Rate Review Memorandum

B. June 6, 2019 Revised Review of Solid Waste Rates and Impact of Increasing Franchise Fee
to 10% Memorandum

C. Draft Notice with Example Rate for 5.14% Franchise Fee Adjustment

D. Draft Notice with Example Rate for 10% Franchise Fee Adjustment

t\board matters\board meetingsihoard letter\2019\190612 solidwaste prop 218 process.docx
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May 3, 2019

MEMORANDUM

TO: Mario Iglesias, General Manager, Nipomo Community Services District

FROM: Bill Statler HH 2t~

SUBJECT:  SOLID WASTE RATE REVIEW
RECOMMENDATION

Approve the requested rate increase from South County Sanitary Service (SCSS) for solid
waste services of 8.89%.

DISCUSSION
Background

SCSS submitted a rate application on March 26, 2019 requesting an 8.89% rate increase for
all customers. This application was prepared in accordance with the District’s Franchise
Agreement with SCSS, which calls for rate requests to be prepared based on the “City of San
Luis Obispo Rate Setting Process and Methodology Manual for Integrated Solid Waste
Management Rates” (Rate Manual). The SCSS application supporting the proposed 8.89%
increase is provided in Attachment 1.

Rate Request Review

SCSS, a subsidiary of Waste Connections, provides service to all south county communities
under formal Franchise Agreements, including the:

o City of Arroyo Grande

e City of Grover Beach

e City of Pismo Beach

e Oceano Community Services District
e Nipomo Community Services District
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e Avila Beach Community Services District
e County of San Luis Obispo for other unincorporated areas in the south county such as
Rural Arroyo Grande

Provided in Attachment 2 is a rate review prepared for the communities of Arroyo Grande,
Grover Beach, Oceano and Pismo Beach. As discussed in the report, joint agency review for
these four agencies makes sense because:

e SCSS provides the same services to each of these agencies under formally approved
Franchise Agreements.

e FEach of these Franchise Agreements use the same methodology for regulating rates and
establishing procedures for considering rate increases.

¢ Financial information for SCSS is closely related for these four agencies (as well as all
other south county communities).

e All agencies have adopted franchise fees of 10%.

In general, all the findings set forth in the attached report are applicable to the District, with
three key differences:

e The franchise fee is 7.3% (versus 10.0% in the other agencies).

e The “allowable profit” (which is described in the attached report) is 7% (versus 8% in the
other communities).

e Requirement that SCSS demonstrate that the requested rates are 1% less that what other
agencies are paying for similar services.

These factors are why the requested rate increase of 8.89% is less than the proposed rate
increase of 10.06% in other south county communities; and as presented on page 7 of the rate
application (Attachment 1), why rates are at least 1% less than what other communities are
paying for similar services.

Findings
The key findings presented in the attached report also apply to the District:

o Complete Application. With its latest application, SCSS has fully provided the
supporting documentation required for rate requests under the District’s Franchise
Agreement. The revised application (Attachment 1) has been correctly prepared and
requests an across-the-board rate increase of 8.89%.

e High Level of Service at a Reasonable Cost. SCSS provides a broad level of high-quality
services to the District — including garbage, recycling and green waste collection and
disposal as well as hauler-provided “waste wheeler” containers for all three services — at
very competitive rates compared with many other communities. In fact, even with the

5 D



Solid Waste Rate Review

recommended rate increase of 8.89%, rates in the District will be among the lowest of
those surveyed. In short, the District has the best of both worlds: high quality services at
a low cost (compared with other communities).

o “Trigger Option.” As discussed in greater detail in the report, the rate increase exceeds
the cost of living threshold that “triggers” the option of terminating the Franchise
Agreement within nine months after rate approval.

e Need for Updated Rate-Setting Methodology. Several complex issues have surfaced in
this review (most notably corporate overhead, greenwaste and material recovery facility
costs as well as rate structure concerns) that have not been encountered in the past in
using the rate-setting methodology, which as noted above, is based on the Rate Manual
adopted in 1994. In short, with very minor modifications, this approach has been in place
for 25 years. Accordingly, given the passage of time and the emergence of issues not
envisioned in 1994, it is timely to update this methodology.

Key Rate-Setting Factors
As discussed in the attached report, reviewing rates under the Franchise Agreement with
SCSS is based on organizing costs into three main categories, which will be treated

differently in determining a reasonable “operating profit ratio:”

Allowable Costs (Operations and Maintenance)

e Direct collection labor e Fuel
e Vehicle maintenance and repairs e Depreciation
e Insurance e Billing and collection

Pass-Through Costs

e Landfill disposal (“tipping”) fees
e Franchise fees
e Payments to affiliated companies (such as facility rent, interest and trucking charges)

Excluded and Limited Costs

e Charitable and political contributions e Non-IRS approved profit-sharing plans
e Entertainment e Fines and penalties
e Income taxes e Limits on corporate overhead

After organizing costs into these three categories, determining “operating profit ratios” and
overall revenue requirements is based on the following factors:

e The target is an 7% operating profit ratio on “allowable costs.”

e Pass-through costs may be fully recovered through rates, but no profit is allowed on these
costs.

e No revenues are allowed for any excluded or limited costs.

-3-
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Rate Request Summary

The following summarizes the calculations that support the requested and recommended rate

increase:
Allowable Costs 9,014,178
Allowable Profit (7% Operating Ratio) 678,486
Pass-Through Costs
Tipping Fees: Landfill 1,821,241
Tippping Fees: MRF 852,390
Franchise Fees 1,385,290
Related Party Costs 309,151
Total Pass-Through Costs 4,368,072
Allowed Revenue Requirements 14,060,736
Revenue without Rate Increase 12,991,486
Revenue Requirement Shortfall 1,069,250
Rate Base Revenue 12,973,924
% Change in Revenue Requirement 8.24%
Allowed Revenue Increase * 8.89%

*Adjusted for franchise fee of 7.3%

As noted above, all the factors discussed in the Attachment 2 that drive rate increases are the
same for the District, with two key exceptions:

e The franchise fee is 7.3% (versus 10.0% in the other agencies).

o The “allowable profit” (which is described in the attached report) is 7% (versus 8% in the
other communities).

These two factors are why the requested rate increase of 8.89% is less than the proposed rate
increase of 10.06% in other south county communities;

For this reason, the schedules supporting the rate increase on pages 2 to 6 of the application

(Attachment 1) are the same as the rate review report (Attachment 2). It is only page | of the
application that is different in reflecting the two key differences notes above.

SUMMARY

Based on the rate-setting policies and procedures formally adopted by the District, this report
concludes that:

e SCSS has submitted the required documentation required under its Franchise Agreement
with the District.

e This results in a recommended rate increase of 8.89%.

-4-
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ATTACHMENTS

1. Rate Application to the Nipomo Community Services District

2. Solid Waste Rate Review for the Communities of Arroyo Grande, Grover Beach, Oceano
and Pismo Beach
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Attachment 1

South County Sanitary Service

2019 Base Year Rate Adjustment Application-4th Amended (Nipomc¢

NIPOMO COMMUNITY SERVICE DISTRICT

Summary
Requested Increase
CNG Trucks/Infrastructure 4.40%
Organics 3.10%
Recycle Processing 6.48%
Other -5.09 %
1. Rate Increase Requested I 8.89%|
Rate Schedule
Current Increased Adjustment New
Rate Schedule Rate Rate (a) Rate
Single Family Residential
Economy Service (I - can curb) $ 17.18 $1.53 $18.71
Standard Service (2- can curh) $ 24.61 $2.19 $26.80
5. Premium Service (3 - can curb) $ 32.26 $2.87 $35.13

(a) Calculated rates are rounded up to the nearest $0.01.

6. Multiunit Residential and Non-residential Rate increases of 8.89%
will be applied to all rates in each structure
with each rate rounded to the nearest $0.01
Certilication
To the best of my knowledge, the data and information in this application is complete. accurate, and consisient with the instructions
provided by the Rate Setting Manual
Name: Jeff Smith Title: District Manager
Signature: Date: 03/26/1 9
Fiscal Year: 1-1-2019 to 12-31-2019 Pg. 10f 6




Attachment 1

South County Sanitary Service

2019 Base Year Rate Adjustment Application-4th Amended (Nipomo)

Historical Current Projected
Financial Information Basc Year
2016 2017 2018 2019 2020
(from Pg. 4)
Section I-Allowable Costs
0 Dircct Labor $3,083.345 $3,150,53Y $3,385,970 $3,489,134 $3,593,808
7 Corporate Overhead $332,113 $153,045 $340,461 $350.334 $363.647
8 Office Salaries $478.072 $901.055 $386,322 $397.911 $409.849
9 Other General and Admin Costs $3,820.842 54,026,894 $4,098,450 $4,776,799 $4,958317
10 Total Allowable Costs $7,714,372 $8,231,533 $8,211,202 $9.014,178 $9,325,620
Section TI-Allowable Operating Profit
11.  Operaling Ratio 87.3% 91.1% 96.1% 93.0% 93.0%
2. Allowable Opcrating Profit $1,126.283 $803.795 $336,505 $678,486 $701.929
Section TII-Pass Through Costs
13, Tipping FFees $1,891,183 51,886,262 $2,680,988 $2,673,630 52,673,630
14, Franchise Fees $1,318.502 51,357,533 $1,368,864 $1,385,290 $1,401,894
15.  AB939 Fees $0 $0 $0 $0 $0
16, Payments 1o Alliliated Companies® $137,595 $208.272 $243.980 $309.151 $320,899
17.  Total Pass Through Costs $3,347,280 $3,452,067 $4,293,832 $4,368,072 $4,396,423
* Afliliate Payments include interest, Icasc payments, and transportalion
Section ITI-Pass Through Costs
18 Revenue Requirement I $12,187,936 l $12,487,395 | $12,841,539 | $14,060,736 | $14,423,972 |
19.  Total Revenue Offsets l $12,187,936 [ $12,487,395 | $12,841,539 I $12,991,486 | $13,147,193 |
(from Page 3)
Section ITI-Pass Through Costs
20.  Net Shortfall (Surplus) $1,069,250
21, Total Residential and Non-residential Revenue without increase Nipomao
in Base Year (pg.5, line 76) $12,973,924
22,  Percent Change in Residential and Non-residential Revenue Requirement 8.24%
23.  Franchise Fee Adjustment Faclor (1 - 6 percent) 92.700%
8.89%
Limitation due to cumlative increases
24.  TPereent Change in Existing Rates 8.89%

Fiscal Year: 1-1-2019 to 12-31-2019

Pg. 2 of 6




Attachment 1

South County Sanitary Service

2019 Base Year Rate Adjustment Application-4th Amended (Nipomo)

Revenue Offset Summary

Section VII - Revenue Oifsels

Historical Current Projectled
Base Year
2016 2017 2018 2019 2020
Residential Revenue (without increase in Base Yr.)
28. Single Fumily Residential | $7.163.810 $7.341,537 [ $7.541.246 ] $7.631,741 I $7,723,322
Multiunit Residential Dumpster
29, Number of Accounts
30, Revenues
31. T.ess Allowance for Uncollectible Resi Accounts | $0 | $0 [ $0 ] $0 I $0 I
32. Total Residential Revenue | $7,163.810 | $7.341.537 | $7,541,246 | $7.631.741 | $7,723,322 |
Noun-residential Revenue (withou! increase in Base Yr.)
Account Type
Non-residential Can
33, Number of Accounts 8 8 8 8 8
34, Revenues $4.535 $4.589 $4.644
Non-residential Wastewheeler
35, Number of Accounts 392 425 460 466 471
36. Revenues $477.469 $483.199 $488,997
Non-residential Dumpster
37: Number of Accounts 1,738 1,684 1,629 1,649 1,668
38. Revenues $5.004,136 $5,133,957 $4,796,508 54,854,067 $4.912,315
39. Less: Allowance for Uncollectible Non-resid | $0 | $0 | S0 | 50 ] S0 |
40. Total Non-residential Revenue | $5,004,136 | $5.133.957 | $5.278.512 | 55.341.854 | $5.405.956 |
45. Tnterest on Investments | 56,104 | $0 | $0 | $2.035 | $2.059 |
46. Other Tncome | S13.885 | $11.901 | $21,780 | $15,856 | $15,856 |
47. Total Revenue Offsets [ s12087.936 | $12.487.395 | $12.841539 | $12.991.486 | $13,147,193 |

Fiscal Year: 1-1-2019 to 12-31-2019

Pg. 30f6




Attachment 1

South County Sanitary Service

2019 Base Year Rate Adjustment Application-4th Amended (Nipomo)

Cost Summary for Base Year

Description of Cost BASE YEAR
2016 2017 2018 2019
Labor $2,849,547 $2.,906,100 $3.127,283 $3,219,834
Payroll Taxes $233,798 $244.,439 $258,686 $269,300
48. Total Direct Labor $3,083,345 $3,150,539 $3,385,970 $3,489,134
49. Corporale Overhead $332.113 $153,045 $436,899 $453,501
Less limitation (enter as negative) ($96.,438) ($103,167)
Total Corporate Overhead $332,113 $153,045 $340,461 $350,334
Office Salary $442,804 S5864,061 $350,384 $360,895
Payroll Taxes $35,268 $36,995 $35,938 $37,016
50. Total Office Salaries $478,072 $901,055 $386,322 $397,911
Bad Debt $2.448 $4,271 $11,283 $4,300
Allocated expenses $0 $0 $0 SO
Bond expense $6,482 $5,325 $5,325 $5,527
Depreciation on Bldg and Equip $0 $16,598 $6,297 $27,275
Depreciation on Trucks/Containers $274.514 §229,543 $304,867 $596,497
Drive Cam fees $28,997 $28,680 $22,949 $23,821
Dues and Subscriptions $6,738 $8,196 $6,221 $6.457
Facilities $0 $50,977 $0 $0
Gas and oil $796.069 $880,285 $969,634 $965.300
Laundry (Uniforms) $21.452 $24,462 $26,679 $27,693
Legal and Accounting $29.459 $30,952 $31,145 $37,328
Miscellaneous and Other $16,522 $8,372 $8,433 $8,753
Office Expense $206.325 5242249 $275,612 $286,086
Operating Supplies $39.671 $39,710 $40,674 $42,219
Other insurance - Medical $1,238,436 $1,195,973 $1,041,356 $1.080.928
Other Taxes $35,985 $35,080 $34.854 $36,179
Outside Services $431,794 $518,013 $541,595 $867,435
Public Relations and Promotion $1,578 $1,699 $1 $1
Postage $6,574 $2,005 $2,047 S4,125
Permits $63,007 $60,347 $60,101 $62.385
Relocation $22,576 $3,186 $9,302 59,656
Rent $3,000 $3,000 $0 $0
Telephone $20,909 $20,182 $13,956 $14,486
Tires $146,896 $139,628 $87,488 $88,145
Travel $26,944 $13,99] $27,278 $28,315
Truck Repairs $365,282 $436,531 $543,855 $525,345
Utilities $29,184 $27,637 $27,497 $28,542
51. Total Other Gen/Admin Costs $3,820,842 $4,026,894 $4,098,450 $4,776,799
52. Total Tipping Fees $1,891,183 $1,886,262 $2,680,988 $2,673.630
53. Total Franchise Fee 1,318,501.56 $1,357,533 1,368.863.98 1,385,290
54. Total AB 939/Regulatory Fees $0 $0 SO $0
55. Total Lease Pmt to Affil Co.'s $89.051 $91,703 $145,337 $150,860
55a. Interest Expense (to affiliate) $0 $62,222 $50,099 $107,902
55b. Transportation costs (to affiliate) $48.544 $54,347 $48,545 $50,389
56. Total Cost $11.061,652 $11,683,600 $12,505,034 $13,382,249

Fiscal Year: 1-1-2019 to 12-31-2019

Pg. 4 of 6




South County Sanitary Service

Attachment

2019 Base Year Rate Adjustment Appllca’uon -4th Amended (Nipomo)

Base Year Revenue Offset Summary

For Information Purposes Only

Section VII-Revenue Offsets

Description of Revenue Overall Franchise Refuse Colleetion Non-franchise
Total Total Arroyvo Pismo Grover Unincorporated Total
Residential Revenne
(vwithout increase in Base Year)
57 Single Family Residential | $7.631,741 $7.631.741 $1,203.703 | $852.859 $868.551 $4,616.628
Multiunit Residential Dumpster
S8. Number of Accounts 0 0
59. Revenues $0 30
60. Less Allowance for Uncollectable [ 50 I 30 [ I | | 1 |
61, Total Residential Revenue | $7,631,741 | $7.631.741 | $1,293,703 | $852,859 | $868.551 | $4.616,628 | $0 |
Non-residential Revenue (without increase in Base Year)
Account Type
Non-residential Can
02. Number ol Accounts 8 8 2 4 0 2
63, Revenues $4.589 $4.589 $503 $1.468 $0 $2.617
Non-residential Wastewheeler
64. Number of Accounts 466 466 131 132 95 108
65 Revenues $483,199 $483,199 134.345.31 180,384.79 64.852.36 103.616.13
Non-residential Dumpster
66. Number of Accounts 1.649 1643 352 236 327 728 6
67. Revenues $4.854,067 54,777.761 $1,059.880 $1.004.808 $688.810 $2.024.263 $70.305
68. LLess: Allowance for Uncollectible
Non-residential Accounts ] $0 | $0 | | | | I |
69.  Total Non-residential Revenue | $5341,854 | $5.265549 |  $1,194729 |  $1,186.661 | $733,662 | $2,130,497 | $76,305 |
74 Interest on Investments ] $0 | 50 | $0 | 30 | 30 | $0 | $0 |
75.  Other Income [ $328 | 50 | $0 | $0 | $0 | 50 | $328 |
76.  Total Revenue Offsets [ s12973924] 812897200  s2488432]  $2039.520 | $1,622,213 | $6,747,125 | $76,634 |

Fiscal Year: 1-1-2019 to 12-31-2019

Pg. 50f 6




Attachment 1

South County Sanitary Service

2019 Base Year Rate Adjustment Application-4th Amended (Nipomo)

Operating Information

Historical Current Projected
Percent Percent Percent Base Year Percent
2016 Change 2017 Change 2018 Change 2019 Change 2020
Section IX-Operating Data
Residential
Accounts
77. Arroyo Grande 5,742 0.5% 5,769 1.1% 5,833 1.0% 5,891 1.0% 5,950
Grover Beach 4,198 0.3% 4211 0.7% 4,239 1.0% 4,281 1.0% 4,324
Pismo Beach 3,748 0.5% 3,768 -0.2% 3,762 1.0% 3,800 1.0% 3,838
Oceano CSD 1.838 0.1% 1,840 -0.3% 1,834 1.0% 1,852 1.0% 1,871
Nipomo CSD 4,00] 0.8% 4,035 0.9% 4,070 1.0% 4,111 1.0% 4,152
County 6,436 1.8% 6,551 1.4% 6,643 1.0% 6,709 1.0% 6,777
25,963 0.8%| 26,174 0.8%| 26,381 1.0%| 26,645 1.0%| 260911
78.  Roules-Garbage 7 0.0% 7 0.0% 7 0.0% 7 0.0% i
79.  Routes-Recycling 7 0.0% 7 0.0% 7 0.0% 7 0.0% 7
8(0.  Dircct Labor Hours 32,722 0.0%| 32,722 0.0%| 32,722 0.0%| 32,722 0.0%| 32,722
Non-residential Garbage
Accounts
80. Arroyo Grande 486 -1.0% 481 -0.4% 479 1.0% 484 1.0% 489
Grover Beach 442 -2.0% 433 -3.7% 417 1.0% 421 1.0% 425
Pismo Beach 380 -1.1% 376 -2.4% 367 1.0% 371 1.0% 374
Occano CSD 190 0.5% 191 -12.0% 168 1.0% 170 1.0% 171
Nipomo CSD 211 -0.9% 209 -16.3% 175 1.0% 177 1.0% 179
County 475 2.3% 486 6.8% 519 1.0% 524 1.0% 529
2,184 -0.4% 2,176 -2.3% 2,125 1.0% 2,146 1.0% 2,168
81. Routes-garbage 5 0.0% 5 0.0% 5 0.0% 5 0.0% 5
Routes-recycling 3 0.0% 3 0.0% 3 0.0% 3 0.0% 3
82. Direct Labor Hours 22,334 0.0%| 22,334 0.0%| 22334 0.0%| 22,334 0.0%| 22,334
Recyclable Materials - All areas-Commingled Recycling (in tons)
Accounts
83. Tri-Cities 8,965 -3.1% 8,686 -1.1% 8,587 0.0% 8,587 0.0% 8,587
Nipomo/Oceano CSD 3,296 -3.1% 3,193 -1.1% 3,157 0.0% 3,157 0.0% 3.157
84. County 1,055 -3.1% 1,022 -1.1% 1,010 0.0% 1,010 0.0% 1,010
13,316 -31%| 12,901 -11%| 12,754 0.0%| 12,754 0.0%| 12,754
Recyclable Materials - All areas-Greenwaste Recycling
Routes 5 0.0% 5 0.0% 5 0.0% 5 0.0% 5
Tons Collected 11,294 5.6%| 11,931 53%| 12,567 1.0%| 12,693 1.0%| 12,820
Direct Labor Hours 7,271 0.0% 7,271 0.0% 7,271 0.0% 7,271 0.0% 7,271
Garbage Tons Collected [ 40,552 | 1.5%| 41,142 129 41621 1.0%| 42,037 1.0%| 42457 |

Fiscal Year: 1-1-2019 to 12-31-2019

Pg. 6 of 6




Attachment 1

South County Sanitary Service
Analysis of Differentiation of Operating Ratio Between Nipomo and the Remainder of South County Sanitation

Total
Description Company Nipomo Test Comments
Allowable Costs from Page 2 (2019)  $9,014,178  $9,014,178
Operating Ratio 92% 93% Nipomo's Operating Ratio is 93
Allowable Profit $ 783,842 § 678,487
Allowable Costs $9,014,178 $9,014,178
Pass Through Costs $4,368,072  $4,368,072
Revenue Requirement $14,166,091 §$ 14,060,736
Current Revenue Offset $12,991,486 $12,991,486
Additional Revenue Required $ 1,174,605 $ 1,069,250
Increase Required 9.04% 8.23%
Franchise Fee Adjustment Factor 90% 92.70% Nipomo's Franchise fee is 7.3%
Resulting Rate Adjustment 10.05% 8.88% 1.17%
Nipomo's increase is 1.17% less than the other South County agencies
With this demonstration that an operating ratio of 93 is used to determine the revenue requirement and the
resulting rates, Nipomo rate payers can be assured that in aggregate, their total cost before frachise fees is
less than the other South County jurisdications, which use a 92 operating ratio. Due to differences in rate
design and distribution of customer count, this does not mean that all individual tariffed rates are at one
percent lower than other rates in the South County.
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South County Sanitary Service
SOLID WASTE RATE REVIEW
For the Communities of Arroyo Grande, Grover Beach,
Oceano and Pismo Beach

REPORT PURPOSE

On September 25, 2018, South County Sanitary Service (SCSS) submitted a Base Year
rate increase application to be effective January 1, 2019 to the Cities of Arroyo Grande,

Grover Beach and Pismo Beach and the Oceano
Community Services District (CSD). However,
due to the complexity and concerns with the rate
application, four supplemental applications were
submitted, with the most recent one received on
March 28, 2019.

The last application is the focus of this report in
reviewing the SCSS rate increase request in
accordance with adopted Franchise Agreement
provisions regarding rate increase applications and
to make rate recommendations to these four
agencies as appropriate.

SUMMARY OF FINDINGS AND
RECOMMENDATIONS

In its latest application, SCSS is requesting a rate
increase of 10.06%. This compares with its initial

Joint Agency Review

SCSS provides similar
services to each of these
agencies under formally
approved franchise
agreements that regulate rates
and establish procedures for
considering rate increases.

Because the financial
information for SCSS is
closely related for these four
agencies, this report jointly
reviews rate requests and
provides recommendations for
each of them.

request of 13.36% in September 2018. As discussed in greater detail below, all of the
concerns that surfaced in the iterations and further analysis that followed in addressing
issues with proposed costs for 2019 have been resolved. However, the following

highlights a key cost driver in this review:




