SULTAN CITY COUNCIL
AGENDA ITEM COVER SHEET

ITEM NO: P-1

DATE: January 28, 2010

SUBJECT: Garbage Rate Study — FSC Group Presentation
CONTACT PERSON: Deborah Knight, City Administrator

ISSUE:

The issue before the city council is to review the garbage rate study presentation
materials presented by FSC Group (Attachment A). Agenda item D-1 provides an
opportunity to discuss the policy questions raised during the presentation.

SUMMARY:

The city council has been reviewing revenues and expenditures in each of the
enterprise funds (water, sewer, garbage, stormwater and cemetery) since 2005. Rate
studies are part of the city’s goal to improve the city’s financial health. The council
approved a contract with FCS Group in September 2009 to ensure adequate financial
resources to fund operations, maintenance and equipment replacement in the City’s
garbage utility.

The garbage rate study looks at "cost of service" - how much does it cost the city to
collect garbage for each customer type.

The study examines the expenditures and revenues in the city's garbage utility -
enterprise fund to determine if the current rates are adequate to meet the fund's needs
over the next five years.

By state law, the city's garbage utility must pay for itself. This means the city's other
revenue funds such as the general fund (property taxes) cannot be used to underwrite
the garbage fund and the garbage fund revenues cannot be used to supplement the
general fund to cover general government expenses.

STAFF RECOMMENDATION:
Review the presentation materials; ask questions and direct staff to areas of concern.

ATTACHMENTS:
A — Powerpoint Presentation Garbage Rate Study



Summary of Cost of Service

B Generally, costs shift towards residential cans and small
commercial containers

v" Departure from simple volume multipliers currently used — some
costs are the same regardless of garbage volume

v" For example, it does not take twice as long to pick up a 2 yard
container as it does to pick up a 1 yard container

B Either increase all rates across the board or begin to make
adjustments to each class according to COS findings

B Continue Senior Discount program - approximately 15
customers receive a total discount of ~$1,600 per year as
compared to weekly residential rate
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Policy Considerations

B Reserve target = 30,45, or 60 days of O&M?

B Equipment replacement funding level?

B B&O taxes included on end of bill with other taxes?
B Continue low income senior rates?

B Rate for extra can and two (2) cans based on incentive
pricing rather than cost of service?

B When should the rate increase take affect?

B Cost-of-Service implementation — full, partial, or not at all
(Across-the-Board increase)?

B Include cost of recycling in garbage rate?
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Policy Decision - Sensitivity

Policy Decision
Reserve Levels
Reduce Operating Reserve to 45 Days (from 60)
Reduce Operating Reserve to 30 Days (from 60)
Equipment Replacement
Delay Equipment Replacement 2 years

Issue Debt for Equipment Replacement

Implement Rate Increase Mid-2010 (from Dec.)

Impact on 32-gallon weekly customer rate

($0.75)
(1.50)

(0.75)
(1.50)
(0.50)
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Summary and Next Steps

B Implement 9% overall rate increase in 2011, followed by a
4% increase in 2012 and a 3% increase in 2013 and
annually thereafter

B Cost of service adjustments are warranted:

v consider full or partial cost of service implementation, or
v across-the-board increases
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Questions?
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