CITY OF WILLCOX
REQUEST FOR COUNCIL ACTION

Agenda Item:
Tab Number:
Date: _03/04/2013_

Date Submitted: Action: . . . - - Subject: Review Solid -
2-12-13 “-_Resolution - Waste budgets and Rates
Date Requested: - . ___Ordinanee - | forFY 14+ . -7 - b
3-4-13 & 4-1-13 - " Formal .. . L R T e P
e L AEAS iyt __—__X'_;_- Other O
TO: MAYOR AND COUNCIL

FROM: City Manager

DISCUSSION: The Rates for the utilities are required to be reviewed by the Council
annually as per City Code.

The four (4) Enterprise Funds (Gas, Sewer, Solid Waste, and Water) are designed to be
supported by the rates charged to the users of the service (much like a private business

operation).

In order to measure whether the City Operation of the Enterprise Fund is offering an
equitable service for the price paid, the Enterprise Funds make the same payments to the
General Fund as a private Organization would be required to make if a franchise were

granted.

The goal in setting of the rates is to assure the users will have safe and dependable
service at a reasonable cost. This means that the rates should include sufficient monies to
allow the necessary operational and capital expenses be paid for in a timely manner.
There should be sufficient cash reserves to address normal fluctuations in the income and
expense stream; address unexpected emergencies; allow some capital accumulation;
provide for major capital expense through long term debt issuance (to match the expense
with the rates charged); and provide for stable rates (rather than widely fluctuating rates
from year to year). While each Enterprise Fund is to be self-supporting, the cumulative
impact of changes in all four Funds will be considered since the rate payers see one bill
not four separate bills and the goal is to have small incremental changes rather than

widely fluctuation changes.

In order to accomplish these goals a reasonable cash reserve equal to three months of

annual operating expenses is established by City Ordinance.
The indirect costs, and costs incurred in other Funds (usually the General Fund), are

charged back to each Enterprise Fund.



A Capital Fund is set up for each Enterprise Fund (except Solid Waste) to separate
Capital expenses from Operating expenses: this also allows for accumulating capital and
paying for large capital items over two or more fiscal years. This also allows for the
accounting for long term capital assets and recording them properly on the fiscal records

of the City’s Enterprise Funds.

Long range projections are made on each of the Enterprise Funds to allow the long term
impacts on the rate structure and implement proper planning for significant changes in
the fiscal condition of the Enterprise Fund.

Attached are three (3) sheets: the first attached sheet is to compare the cash income and
cash expense flows for the year. This sheet uses the averages for the last three years and
compares the average cash needs on a monthly basis with the average cash demands on a
monthly basis. As can be seen from the chart the income and expense track relatively
closely. This means that the income and expense are normally close to the same and there
are not period where the City has to pay large amounts while waiting for the income to
arrive; therefore the Fund Balance does not have to be large. In this fund there is very
little “Capital investment by the City, most is provided by the Contractor. There is little
need for any accumulation of capital (which is one of the reasons for no “Capital Fund”
to match the Operating Fund in this Enterprise. There is very little in the way of
“Disasters” which would cause the City to have to draw on the reserves to draw on the
Fund Balance. The current Fund Balance in the Solid Waste Fund is below three (3)
months set in City code. The long term Projections sheet shows this “gap™ between the
target Fund Balance and the current Fund Balance closing over the next couple of years.
This seems like a reasonable approach and reduces the need for immediate action in the

form of a Rate increase to fill the gap.

The second sheet is a very large and complex spreadsheet that projects the “costs of
providing the service over the next Fiscal year. The sheet is large and complex due to a
couple of factors, the primary being the number of containers available to the
Commercial customers and variety of pickup choses available to the Commercial
customers. The purpose of this is to allow the large Commercial customers to sef the
Solid Waste service to their needs, and adjust the service as the need changes. The small
commercial customers and Residential customers are set on a standard size and pickup
schedule, this is to stabilize the costs and create a solid base for the contracting out of the
service. The Contracting out of the service is to reduce the cost of Operations and Capital
to the City’s customers and provide the most economic service possible.

Of note on this sheet is the center three (3) columns outlined in black: The left most is the
column that represents the “cost” to the City to provide the service; the center column is
the current rate structure (FY13); the right column is the current rate structure adjusted by
the Cost of Living (COL). The City needs to set the rates at a level that is estimated to
provide sufficient revenue to cover the “costs” of providing the service. The rates set by
the “cost Model will accomplish that purpose: the Rates established by the COL model

are a couple hundred dollars below the Cost model.

The makeup of customer types and numbers varies each month; overall there is not a
significant variance over the course of a year in the number or makeup of customers.



There is a “New” cost added to the formula this year. That cost is projected at
$8,000/year. The plan is to use this to foster and expand the current recycling program,
specifically the cardboard and aluminum recycling. If successful this will reduce the
tonnage entering the Transfer Station; a reduction in tonnage reduces the total tipping
dollars paid to the Regional Landfill. Ultimately, this should reduce the necessary costs
charged to the City Customers (currently the rates are based upon an estimated 3400 tons
of tipping fees per year). This is of particular importance because the Tipping Fees
charged by the Regional Landfill have been and (based on the discussion at the Rate
Review Advisory Board [RRAB] meetings) scheduled to further accelerate much faster
than the inflation rate. At this time the staff does not have a good estimate of the costs of
operating the recycling program nor the estimated amount of reduction of tonnage: we
anticipate that during FY 14, the recycling activity will allow gathering of information so
better estimates can be made and the economics of recycling addressed during the Rate

hearings for FY'15.

This is the third and final year for the “Repayment” of the General Fund by the Solid
Waste Fund. This should allow relief during FY 15 Rate review, as the total costs in the
Solid Waste Fund will be reduced $35,799/yr.

The third attachment is the long-term Solid Waste Fund Projections. There are numerous
assumptions in assembling this sheet they are listed on the Sheet. Of particular notice is
the “Contingency* line item. The purpose of this line item is to meet State Budgetary law
requirements: if the expenses should come in higher than anticipated (probably due to
increased activity), we have to have sufficient “Appropriations/Budget” in order to spend
the money. There is not a problem with State Law on receiving too much income (which
would also increase if the expenses increased due to increased activity).

The third attachment shows that based upon the information and assumptions made the
Solid Waste Fund will remain health with moderate changes in the rates charged.

RECOMMENDATION: Staff recommendation is to use the 1.7% COL as the increase,
While this is slightly below the estimated cost it is not significant, Further it is easier to
adjust the rate tables and easier to explain to the customers.

FISCAL IMPACT: Estimated total income to the Solid Waste Fund of $663,922 in FY
14. Estimated total expenses to the Solid Waste Fund, (including $50,000 contingency),

of $708,757 in FY 14.

Prepared by: Pat McCourt

Approved by: E&:/Q\%

City Manager
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Rate Verification Table Solid
Date of Sheet 2-14-13

Cost Basls for 1.5 yd

Com Customer 1.5 yd
wor WaBKS/mo can Apu X unns or Loan pping
# cans pickups/iw #accounts nth weeks/monthX Volumefcu Contractor  repay/month overhead/m  feefmonth
1 1 34 4.33 147.22 433| % 2053 § 641 % 2401 % 7.95
1 2 39 4.33 337.74 8.66| § 41.05 § 6.41 $ 2401 § 15.92
1 3 6 4.33 77.94 12.99| % 6158 § 641 § 2401 % 23.88
1 5 0 4.33 0 2165/ 10263 §$ 641 $ 2401 § 41.25
1 ] 3 4.33 77.94 25.98|$ 12818 % 641 % 24 % 47.76
2 1 1 4.33 8.66 866 § 4105 $ 641 § 2401 § 15.92
2 2 2 4.33 34.64 17.32| § 8211 § 641 § 24,01 § 31.84
2 3 2 433 51.96 2598| 8 12316 $ 641 § 2401 § 47.78
2 4 0 433 0 3484| 8 18421 § 641 § 2401 § 65.77
2 5 0 433 [¢] 43.30|% 20527 % 641 § 2401 § 82.01
2 6 0 4.33 0 5196/ ¢ 24632 § 641 § 2401 § 95.51
3 2 0 433 0 2698| 8 12316 § 641 § 2401 § 47.76
3 3 1 4.33 38.97 BITIE 18474 § 641 § 2401 § 71.63
3 3] 1 433 77.94 77948 36948 § 641 § 2401 % 143.27
4 2 2 4.33 69.28 34648 16421 3 641 § 2401 $ B63.67
4 5 0 4.33 0 866018 41054 § 641 § 2401 § 15019
4 6 0 433 0 103.92| 8 49264 § 641 $ 2401 § 191.02
6 2 4] 4.33 4] 51.96|§ 24632 § 641 § 2401 § 95.51
91 922.29
Com Customer 3 yd Cost Basis for 3 yd
2X vol 1.5yd
1 1 11 4.33 95.26 866§ 37.88 % 641 § 2401 § 15.92
1 2 15 4.33 258.80 1732 | % 75.76 § 641 % 2401 § 31.84
1 3 12 4.33 311.76 2598 |3 11365 § 641 § 240 § 47.76
1 4 1 4,33 34.64 34645 151.63 § 641 § 2401 § 63.67
1 5 1 433 43.30 43305 18941 § 841 § 2401 % 79.59
1 6 2 433 103.92 5196 (§ 22729 § 641 % 2401 § 95.51
2 1 2 433 34.64 17.32 | § 75.76 § 641 § 2401 % 31.84
2 2 11 433 381.04 3464 |% 15153 § 641 § 2401 % 63.67
2 3 1 4.33 51.86 5196 1% 22729 § 641 § 2401 % 95.51
2 4 1 433 69.28 6928 |$ 30305 % 641 % 2401 § 127.35
2 5 4 4.33 346.40 8660 (% 37882 §% 641 § 2401 § 159.18
2 6 5 4.33 519.60 103.92|$ 45458 § 641 § 2401 § 191.02
3 2 1 4.33 51.86 5196 |§ 22720 § 641 § 1891 § 95.51
3 3 2 4.33 155.88 7794|§ 34004 § 641 % 2401 § 143.27
3 i 1 4.33 15588 15688 1!% 68187 § 641 § 2401 § 28654
i 2 2 433 138.56 69.28 | $ 303.05 § 641 § 2401 § 127.35
d 5 1} 4.33 000 17320|% 75784 § 641 § 2401 § 31837
4 8 0 4.33 000 2078485 90916 § 6.41 % 2401 §  382.05
72 2753.88
3676.17
Cost Basls 86 Com
Com customer 96 gal 103 ] 10.99 § 171§ 424 § 7.30
Total Com 266
Cost Basis Res
# and type Res customers
normal 1 2 1024 na 5 970 § 171 § 424 § 7.30
Side yard 1 2 4 na $ 1200 $ 1.71 $ 7.30
total # res 1028
fY “Tons Fy tip feston  comton res/month com/month comip res tipies Yr tipping Loan FY14
Fyl4 3400 53 1870 1530 155.8333 1275 § 1.84 7.30253463 $ 180,200.00 $ 35,7980.00
For Fy 13 and beyond the spiit of tons is 55% Res (include 96 gal com) and 45% other com
Contractor rales FY13 rate FY14 Rate: contractor GOL Recycle costs
Insert res coll rate 9.53883  9.70099 1.017 CPI11/1/2013 yriy monthly #unlts
Insert com 96 coll rate 10.8045 10.98818 RES 55% 3 4,400.00 $ 366.67 2.240488753
Insert 1.5 yd coll rate 466137 4.740613 Com 45% $ 3,800.00 % 300.00 0.265251989
Insert 3 yd coll com B.60244 8.748681 Total $ 800000 § B66.67
Side Yard 11.88495 12.086929




L0st based

Revenue Rates with COL
$ 2,079.18 $ 1,917.70
$ 3,485.90 $ 3,313.06
$ 708.75 $ 681.04
$ - 3 -
$ 610.75 ] 574.38
$ 89.64 5 84.38
$ 293.22 $ 28413
§ 40717 $ 398.34
] $ .
$ - $ .
3 3 .
§ $ -
$ 289.04 3 283.%1
$ 545.42 8 53817
§ 521.11 $ 383.47
$ - $ -
$ - $ =
$ - $ -
3 9,040.18 Monthly income 1.5 yd $ 8,458.56
E) 108,482.11 |Annua| income 1.5 yd $ 101,502.74
3 951.13 % 899.66
5 2,104.01 $ 2,035.78
$ 2,328.81 $ 2,275.80
$ 247.87 $ 243.59
$ 301.67 $ 283.85
$ 710.04 $ 702.93
$ 280.53 $ 271.44
$ 2,726.55 $ 2,679.51
$ 355.47 $ 334.93
$ 463.07 $ 436.92
§ 2,282.68 $ 2,268.80
$ 3,391.36 $ 3,375.37
$ 350.37 $ 337.63
$ 1,033.74 $ 1,026.54
3 1,001.08 $ 943.86
5 926.14 3 873.85
$ - 3 R
§ - §
$ 19,455.42 Monthly income 3 yd $ 18,990.37
[F___233.465.04 JAnnual income 3 yd $ 227.884.44
2,525.04 Monthly income comm 96 $  2,616.68
r: 30,300.44 ] Annual income comm 96 $ 31,400.16

$ 23,785.20 Monthly income res 96 $ 24,702.20
$ 85.48 Monthly income side yard 96 $ 82.95
] 23,870.67 Monthly income res 96 $§ 2478514
C 266,448.00 JAnnual Income all res $ 20742173

3 658,695.68 [Total Annual income Res & Comm § 658,209.07

No Change Option
$ 647,206.56
Est Shortage
$  11,002.51
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Naste
Attached page 2

recycle Rates uH p conwractor
costs FY 14 Cost Fyt3 FY 14 COL LP check/month  check/month  check/month  payments/mont recycle costs
$ 225|% 61.15| % 55.46 | § 56.40 1 § 21780 § 816.37 § 270.62 $ 69791 § 76.48
$ 2258 8964 8% 83.53 18 84.95| % 24982 § 936.42 §$ 62083 § 1,601.09 § 87.73
$ 225 (% 118.12 | $ 11161 | 8 11351 § 3843 § 144.06 $ 14327 § 36048 § 13.50
$ 225(% 171.30 | § 162.55 | 165.31 | § - $ - % - $ $ -
3 225§ 20358 1 % 188.26 | $ 191.46 | § 1922 § 7203 § 143.27 § 36048 § 6.76
3 2251% 89648 8297 % 8438193 6.41 § 2401 % 1592 § 4105 § 225
$ 2251% 146.61 | § 13969 | § 142.06 | § 1281 § 48.02 § 63.67 § 16421 § 4.50
$ 2251% 203.58 | § 195.84 | § 19917 | § 1281 § 48.02 § 9551 § 24632 § 4.50
$ 2251 % 262.65 1 § 25185 | $ 256.13 | § - § - 8 - $ - 3 -
$ 2251% 31994 [ % 30760 | $ 312.83 | % - % - § - % - % .
$ 2251% 37450 | $ 36430( % 370491 % - § - % - 5 - 8 -
$ 22518 203.58 | $ 19529 | § 198.61 1 § - $ - 3 - § - 8 e
$ 2251 % 280.04 1 $ 27918 | § 283.91 1§ 641 § 2401 % 7163 § 18474 § 225
$ 2251% 546.42 | § 52917 1 $ 53817 1 $ 641 § 2401 $ 143.27 § 369.48 $ 2.25
$ 2251% 260.56 | § 188.53 | § 191.74 1 § 1281 § 4802 § 12735 § 32843 % 450
$ 225 % 602.39 | § 58145 | § 581.33 | § - 3 - - 3 - 8 .
$ 2251 % 7168.34 1 § 69065 | § 70239 | $ $ - % - % - 3 -
$ 2251 % 37450 8 35783 | $ 36391 )% $ - $ - $ - 3 .
$ 58292 § 218498 § 169534 § 437222 % 204.70
3 225)1% 86471 % 8042 1% 8178 1% 7046 % 26412 § 17611 § 41670 $ 24.74
$ 2251% 140.27 | § 13345 | $ 135721 § 96.09 § 36016 § 477.56 $  1,13645 § 33.74
$ 225]% 194.07 | § 186.48 | § 189.65 | $ 76.87 § 288.13 % 57307 $ 1,363.74 § 26.99
$ 22518 247.87 1 % 23952 [ § 243591 % 641 § 2401 & 6367 § 15153 § 225
$ 2251% 301671% 278111 § 283.85]8 841 § 2401 % 7959 § 189.41 § 225
$ 22515 35547 | § 34550 | § 35147 | § 12.81 § 48.02 § 191.02 § 454.58 § 4.50
$ 22518 140.27 | § 13345 | § 13572 | § 1281 $ 4802 $ 6367 $ 15153 § 4.50
$ 2251 % 24787 1§ 2395621 % 24358 | $ 70.46 § 26412 % 70042 § 1,666.80 § 24.74
$ 2251 % 355471 % 32033 1 § 33493 (% 641 § 2401 § 9551 § 22729 § 2.25
$ 2251% 463.07 | $ 42062 | $ 436.92 | $ 6.41 $ 2401 § 127.35 § 303.05 § 225
$ 225|% 57067 | § 55772 1% 567.20 | $ 2562 § 96.04 $ 63675 $ 151527 § 9.00
] 22518 678.271 § 663.79 [ § 675.07 | $ 3203 § 12005 §$ 956.12 § 227291 § 11.25
$ 2251% 350371 § 33189 ] % 33753 % 641 % 1891 $ 9551 § 22729 § 2.25
$ 225|% 516.87 | $ 504.60 | § 513.27 | § 1281 § 48.02 § 286.54 § 68187 § 4.50
$ 225|% 1,001.08 | § 928.08 | $ 943.86 | § 641 % 2401 § 28654 § 681.87 § 2,25
3 2251% 463.07 | $ 42062 1 % 436921 § 1281 $ 48.02 % 25470 % 606.11 % 4.50
$ 225]1% 1,10868 | & 10263818 1,04383]% = $ - $ $ -
$ 2251% 132388 | § 1,237.06 |$ 1,25809]8% - § - $ $ -
$ 46121 § 172368 $ 506218 § 1204641 § 161.96
5 0278 2451\ 8 24988 2640 § 176590 § 43718 $ 75216 §  1,131.78 § 27.32
EEE——— LP check/yr OH checkfyr  tpcheckfyr Contr pay/yr  Recyclefr
$ 14,648.79 $ 52,150.07 § 90,1593 § 210,604.94 % 4,727.85
loan payfyr OH paylyr tpchecklyr  contpayyr  Recyclefyr
$ 0271% 23231 % 23721 % 2412 | % 21,067.92 § 5215572 § B9,733.55 § 119,20577 § 3,250.42
$ 0.27 | § 21.37 1 $ 2038 | 3 20741 $ 8230 § - $ 350.52 § 580.18 $ 12.73
Total yearly Res & Comm costs by type
$ 35,790.00 § 104,305.79 $180,200.00 $ 330,390.88 $ 8,000.00
“Res Loan Com Loan
|$  658,695.68 Total Annual costs Res & Comm ]=
$ 1.71 & 6.41
Yr Overhead Res OH Com OH
$ 104,367.00 § 4.24 24.01
FY 13 RES rate includes Com 96 gal 55% Res and 45% com split







