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Crowe Horwath. 

November 18,2016 

Authority Staff 
South Lake Tahoe Basin Waste Management Authority 
1901 Airport Road 
South Lake Tahoe, CA 96150 

Subject: 20171nterim Year Rate Review of South Tahoe Refuse Company 

Crowe Horwath LLP 
Independent Member Crowe Horwath International 

575 Market Street, Suite 3300 
San Francisco, California 94105-5829 
Tel 415.576.1100 
Fax 415.576.1110 
www.crowehorwath.com 

Crowe Horwath (Crowe) has completed its review of South Tahoe Refuse Company Inc.'s (STR) 2017 

Interim Year Rate Application (Application). The South Lake Tahoe Basin Waste Management Authority 

(JPA) contracted with Crowe to conduct a review of the Application and to provide recommendations for 

changes in refuse collection rates effective January 1, 2017. This letter report documents results of our 

review, and is organized as follows: 

A. Summary 
B. Background of Review 
C. Scope of Review 
D. Analysis and Recommendation 

There are three (3) attachments to this report. 

A. Summary 
Crowe recommends a rate increase of 1.62 percent for the City of South Lake Tahoe and El Dorado 

County and 1.59 percent for Douglas County, effective January 1, 2017. Current and recommended 

residential rates, for selected service levels, are shown in Table 1 below. The complete recommended 

residential rate structure is provided in Attachment A of this report. 

Table 1 
South Tahoe Refuse 
Residential Rates with a 1.62 Percent Rate Increase for the City of South Lake Tahoe and El Dorado County 
and a 1.59 Percent Rate Increase for Douglas County 
(Interim Year 2017) 

$26;55 $0.42 

$17;44 $17.72 $0.28 

El Dorado County 

·unlimited service $29.98 $30.46 $0.49 
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B. Background of Review 
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The JPA is a joint powers authority comprised of the City of South Lake Tahoe, California; Douglas 
County, Nevada; and ElDorado County, California (Member Agencies). The JPA is responsible for 
overseeing regional cooperation regarding solid waste, and coordinating solid waste program planning 
and reporting for these Member Agencies. 

STR is the franchise hauler for the three (3) jurisdictions. STR provides exclusive refuse collection, 
recycling, and transfer station operations to Member Agencies in accordance with separate franchise 
agreements. 

JPA rate setting is guided by the JPA's 2012 Solid Waste Rate Setting Policies and Procedures Manual 
(Manual). The Manual allows STR to submit an interim year rate application for the rate year 2017. Our 
review was conducted consistent with Step 2 in Section 3 of the Manual. 1 

Rate setting has generally followed an approximately three year cycle with the prior base year rate review 
completed for rate year 2015. The JPA and STR followed the interim year rate setting process in Section 
3 of the Manual for interim years 2013, 2014 and 2016. Recently approved rate changes include: 

• 2014-2.78 percent rate increase (City of South Lake Tahoe and ElDorado County) and 2.73 
percent rate increase (Douglas County) - interim year. 

• 2015- 2.88 percent rate increase (City of South Lake Tahoe and El Dorado County) and 2.66 
percent rate increase (Douglas County) - base year. 

• 2016- No rate ir;1crease (City of South Lake Tahoe, ElDorado Co1.1nty and Douglas County).- interim 
year. 

Table 2 
South Tahoe Refuse 
Selected Residential Rates 
(2014 to 2016) 

Service 

Douglas county 

1, 32-gallon can 

El Dorado County 

Unlimited Service 

$26.13 $26.13 

$16.95 $17.44 $17.44 

$29.20 $29.98 $29.98 

On August 26, 2016, STR submitted its Application to the JPA for rate year 2017. Attachment B includes 
a copy of the Application. The interim year application process requires STR to project one component of 
the rate, the projected change in landfill disposal costs. In accordance with the Manual, the JPA then 
determines the remaining portion of the rate change which is based on the applicable Consumer Price 
Index (CPI). As shown in Attachment B, STR projected that landfill disposal costs will increase by 8.70 
percent in 2017. 

The 8.70 percent requested disposal cost increase was driven by a projected increase in landfill tipping 
fee rates as well as a planned shift toward less use of the Lockwood Landfill (Lockwood) and greater use 
of the Carson City Landfill (Carson City) for JPA disposal. We relied on STR internally prepared financial 
information and operational data for rate years 2016 (estimated) and 2017 (projected), and additional 
information and data Crowe requested during the rate review process. This review does not constitute an 
audit of STR financial information. 

1 The JPA allows for the franchise hauler to submit an interim year rate application in each of the "interim" two (2) years between 
"base" years, should the franchised hauler want to request an increase rates. 
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C. Scope of Review 
Our scope of services included the following tasks: 

• Identify applicable Consumer Price Index (U.S. Garbage and Trash, (CUUROOOOSEHG02) 
• Request additional data and clarification from STR 
• Complete interim year rate change worksheet and determine new rates 
• Prepare draft report 
• Receive comments from the JPA and STR 
• Prepare final report. 

For this rate review and evaluation, we performed the following tasks: 

• Assessed if the Application was mathematically accurate and logically consistent 
• Verified that the Application complied with the terms and conditions of the Manual 
• Assessed supporting data, worksheets, and documentation 
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• Obtained and reviewed support for the assumptions used to project 2016 and 2017 tonnage and 
tipping fees 

• Prepared draft and final reports 
• Participated in JPA and Member Agency preparation and meeting(s), if required. 

Crowe submitted a data request to STR on November 2, 2016. STR was cooperative and provided timely 
responses to our data request. STR furnished the information requested. 

D. Analysis and Recommendation 
In its Application, STR projected increases in disposal costs of 8.70 percent driven by a contractually 
obligated 3.00 percent increase in tipping fee rates at Lockwood (see letter from Lockwood included with 
Application) and a shift in tonnage from Lockwood to Carson City following STR signing a new contract 
with Carson City. According to STR, the new contract with Carson City results in several operational 
efficiencies listed below: 

• Carson City is geographically closer than Lockwood and allows for additional material to be hauled in 
the same timeframe alleviating excess build up during high demand seasons or if equipment is down. 
In addition, the location of Carson City is beneficial during times of inclement weather. 

• Carson City is open on Saturday, while Lockwood is not, providing an additional day to divert excess 
loads during busy seasons. 

• Carson City does not charge for disposal of Alternative Daily Cover (ADC) material. In contrast, 
Lockwood has increased the per ton fee to dispose of ADC by 76 percent between 2012 ($6.40) and 
2016 ($11.29). 

STR also projected a moderate overall increase in JPA disposal tonnage (359 tons) based on recent 
improvements in the economy. MSW tonnage is projected to increase by 225 tons or 0.5 percent, C&D 
tonnage to increase by 64 tons or 3.8 percent, and ADC tonnage to increase 70 tons or 0.5 percent. STR 
provided sufficient evidence to support this projected 359 ton increase in landfill disposal. 

Due to the complexity of determining impacts of the shift of greater use of Carson City versus Lockwood 
which began in April2016, Crowe did not allow for requested increases in disposal costs solely 
attributable to this discretionary shift in use of disposal facilities. Assessing this operational change is 
complex and goes beyond the intent of the interim year process. For example, the interim year process 
does not consider whether, or to what degree, STR benefits from long haul transportation efficiency 
gains, and reduced overall operational costs, as a result of shorter travel distances to Carson City. 

Consequently, Crowe requested STR to furnish 2017 landfill disposal cost changes based on the 
conditions in place prior to STR's shift toward greater use of Carson City. STR provided a calculation that 
supports a 3.49 percent increase in disposal costs as opposed to the 8.70 percent increase originally 
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requested in the Application (see the calculation below). Crowe recommends that the JPA use this 3.49 
percent disposal cost escalation figure in the interim year worksheet (see line 16 of the worksheet in 
Attachment C) and that the JPA and STR conduct a more thorough analyses of the total impacts of this 
disposal facility change during the next base year schedule for 2018. Note that for purposes of the interim 
year calculation, landfill disposal costs represent just over 7 percent of all STR costs (see line 6 of the 
worksheet in Attachment C). 

Lockwood Carson C~y Total 

Change in Landfill Disposal Costs 
~ 

1. Prior Year Landfill Tipping Fees Per Ton (rounded) 
~ 

2. 

Add Adjustment for Rounding 
~ 

3. Equals: Total Prior Year Landfill Disposal Costs 

~ 

4. Projected Interim Year Landfill Tipping Fees Per Ton $ 17.15 
~ 

5. Multiplied by: Pro·ected Interim Year Landfill Tons 49,414.52 

Add Adjustment for Rounding -
~ 

6. Equals: Total Projected Interim Year Landfill Disposal Costs 

~ 

7. Projected Change In Landfill Disposal Costs 

The applicable change in June 2015 to June 2016 U.S. Garbage and Trash CPI (index reference: 
CUUROOOOSEHG02) for this interim year was 1.64 percent. The index changed from 430.813 to 437.858. 
The Manual calls for use of 85% of the index for non-landfill disposal costs (see line 9 of the worksheet in 
Attachment C). Not~ that this change in CPI i~ applied to the remaining 93 percent of STR cost~ (see 
reference on line 5 of the worksheet in Attachment C). 

As a result of Crowe's review of the Application, and based on the calculations provided in the interim 
year worksheet in Attachment C, Crowe recommends a 2017 interim year rate increase of 1.62 percent 
for the City of South Lake Tahoe and ElDorado County, and a 1.59 percent interim year rate increase for 
Douglas County. 

* * * * * 

If you have any questions regarding this rate review, or any of the contents of this letter report, please do 
not hesitate to contact Erik Nylund at ( 415) 230-4963. 
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Attachment A 
Recommended Residential Rate Structure 

Rate Schedule 

(per customer. per monlh) 

City of Soulh Lake Tahoe 
2.1, 

2.2. 

2.3 

2.4. 

2.5. 

2.6. 

2.7. 

2.8. 

Douglas County 

3.1. 

3.2. 

3.3. 

3.4. 

3.5. 

3.6 

3.7. 

3.8. 

3.9. 

3.10. 

3.11. 

3.12. 

3.13. 

El Dorado County 

4.1. 

,4.2. 

4.3 

4.4. 

4.5. 

4.6. 

Unlinited service 

Mandated pickup per 32~gallon can/bag 

Mandated pickup per cubic yard 

Qualified senior rate 

House service • 1 can 

House service • 2 cans 

House service - 3 cans 

Residential- All other services 

1, 32-ga!lon can 

2, 32-ga!lon cans 

3, 32-gal!on cans 

4, 32-gallon cans 

One extra 32-ga!!on can (also the seasonal service rate) 

On-call 32-gal!on can billed roonthly/arrears 

Per cubic yard 

1, 45-gal!on can 

2, 45-gal!on cans 

3, 45-gatlon cans 

One extra 45-gallon can (also the seasonal service rate) 

On--call 45-gaUon can billed monthly/arrears 

Residential- AU other services 

Unlimted service 

Mandated pickup per 3f·gallon can/bag 

Mandated pickup per cubic yard 

Quahfied senior rate 

House service per can 

Residential· All other services 
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New Rate 
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Attachment B 
2017 Interim Year Rate Application 

f. 

2. 

5 

Change In Landllll Olspoul Costa 

Mu!tt.!;cdb . 

Equilfs.· 

Equllis: 

Interim Year Rate Application 

Pnor Year l.andflfl Tipping fnos Per Ton Ur:tw..C'..-'{l/ 

Pno< Year Lan<:fill Tons 

Add AdJ'ISt!Mnl f<Y RCIHl<!:ng 

Tctlll Poor Year Land!\il D<spou! Costs 

Prqe<ted !nten:n Year Land!lil f!l'~ Fees Per Too 

ed lntem\ YearLIIMfil Tor.s 

Add Adjustment 101! RCIHl<!:ng 

T otaJ Proje-Cted lntenm Yo at Umd:UI Disposal Costs 

Prcioded Chango In LondfS Disposal CosfS 

locr:;wood 

Pro·lldc an expla."'lat:oo ct any changes 11lla.n:::f1ll C:isposat cc-su. {i u., tand'Hl lipping feas paid by tr.-o 

tranduso hau-ler, landf1tl tonnage) Anacn s.uppcrting C10<::'wnootahon to th1s apptieati:m as apprcpnate 

Carson C1ty To:aJ 

1") Effoctwo March 3, '2016, STR ootered mto a 1Q..ycar agreement w1th Car$00 City v.nieh Q\Jallf•cs STR for reduced, in-county pfic,ng at the 

Catson City Landfdt Access to tho Carson City Landfill provides STR operational sa.v1ngs and ufficiontios. The projocted lntcnm year landfill tens 

roflod a partial shill in tonnage from tho Locl.-wood Landfill to tho Catson City Lan<lf.U. 

2.} Prior yoar Lockwood and Can0t1tippmg fee per ton navu boon calculatod using a weighled·averago rate for MSW. CSO and AOC. Soo attached 

tipping fee increase letter effective Apnl1, 20t6. AllO seo attached. tonnage detail schadulo for mare information. 
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3_) Pr~oo ltlterim year bppog- fee p« too tor Lo~ was cak:uta!ed based on a min:mum 3,00% mcreas-e oon:sistern w;th Wdlcn IV{ b) c! t."Je 

Leek~ a:greerr..ent The pn.1>1,cctcd interim year tl;:-ptng fee pet lon tor Carson Is cak:ufated based on cuttent ccntrnct rates in effect v.n.dl are f1x.ed 

a."\d Will not increa-se (Of ltle f>rst fiVO yeats cf tne contract 

Year: 2017 

4) To.nnaoa ir-.creaso of 358 tons 1s PfC);cOd&-d eased on recent oconcmic improyeme:nts Disposal cost tncrease 1S due to h1ghet' c,..-,s: per ton 

disposal foe at tho Lockwood Lantlfill and more MSW to.,s d1sposod of at the Carse., City Landf•ll. 

Endosute$: 
• FYE 2017 TOMago Ootn<l 

• lod."'NNOd Tipping Fe-e lnaease loner 

#!Miii%Hif¥iij.!. 

To tne ee.st cf my kn-C"J~~,tecge, tn-o data and lf'.!Cfl'l".atoo n ttn appheatlefllS c.omp!ete. aecurnto, aoo 

coo~:r.tent 'tt'ltt1 the ins~ prey .dOll b'f tne- So-.t.rl LMe T anoc 8Ul(l Waste Uana;ement Aut~omy 

Tlt!e: Pro&idoot 

Onto: ~/ah/l6 

Page 1 off 
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Attachment B 
2017 Interim Year Rate Application (continued) 

WAST£ MANA.Ot!Mt!NT 

February 26, 2016 

Mr. Jeff Tillman 
General Manager 
South Tahoe Refuse, Inc. 
2140 Ruth Avenue 
South Lake Tahoe, CA 96150 

WASTE MANAGEMENT 

Nevada 

Subject: Increase to MSW Disposal Rate at Lockwood Regional Landfill 

Dear Jeff: 

We have contacted the Bureau of Labor Statistics and obtained the percentage change in the 
Consumer Price Index-U.S. City Average-Garbage and Trash Collection for the annual period of 
January 1, 2015 to January 1, 2016. Per the Bureau of labor Statistics, the annual percentage 
change in the Consumer Price Index increased 2.21% during this period. 

Accordingly, pursuant to Section IV (b) of the agreement, the increase to disposal rates, which 
the company will put into effect as of April1, 2016, will be the 3.00% minimum. Your rate will go 
up to $17.55 per ton from the current rate of $17.04 per ton. 

Please call me at 775-343-7372 if you have any questions. 

Sincerely, 

Chris Anderson 
Waste Management 

cc: Dan Peterson 
Greg Martinelli 
Maria Davis 

THINK GREEN~ 
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Consumer Price Index • All Urban Consumers 

Series ld: CUUROOOOSEHG02 

Not Seasonally Adjusted 
Area: U.S. city average 

Item: Garbage and trash collection 

Base Period: DECEMBER 1983=100 

Download: 

Ell!!!! 

Jan-15 
Jan-16 

Change 
Pet. Change 

427.734 

437.205 

9.471 

2.21% 
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Attachment B 
20171nterim Year Rate Application (continued) 

STR 
landfiU Ttpplng Fees and Tonnage 

ACTUAl. ACTUAL 
Lockwood L.andflll (!11115. 61301161 

Rate per 
C8tson C!!): l..andlill Q:/1115 • 613011!!1 

Rate per 
Tons !JeFee$ Ton Tons Jll Fees Ton 

MSW 42_733.90 $ 732,9$9.54 $ 17.15 2.24&25 $ 53,958.00 s 24.00 

C&O $ $ 1,417.29 s 34,014.96 s 24.00 

C&OasADC 299.10 $ 6,068.22 s 22.55 $ $ 

ADC 3,037.38 s 34,155.13 $ 11.24 10.911.97 $ $ 

Total 46,040.38 773.182.89 $ 16.79 14,577.51 $ 87,972.96 s 6.03 

Lockwood 

Tons Tons T!J!FeeS 

MSW 30,13&04 15.069.02 $ 361,656.49 s 
C&O 1,250.00 $ 30,000.00 $ 

C&OasADC 500.00 $ 11,275.00 22.55 $ $ 

ADC $ 14 019.10 $ $ 

Total 30,638.04 $ 544,164.53 17.78 301336.12 s 391~.49 $ 12.91 

~(decrease) 
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ACTUAl. 
TOTALi!I1115·6130116J 

Rate per 
Tons Tip Fee$ Ton 

44,982.15 $ 766,917.54 $ 17.49 

1,417.29 $ 34,014.96 $ 24.00 

269.10 $ 6,068.22 $ 22.55 

13.949.35 $ 34,155.13 $ 2.45 
80,617.89 s 861,155.85 $ 14.21 

PROJECTED 
TOTAI.£!11116-613011!! 

Rate per 
Tons T!f!Fee$ Ton 

45.207.06 $ 894,546.02 $ 19.79 

1,250.00 $ 30,000.00 $ 24.00 

500.00 s 11,275.00 $ 22.55 
14,019.10 $ s 
80.978.16 $ 935,821.02 $ 15.35 

358.27 $ 74,865.17 
8.7% 
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Attachment C 
Interim Year Worksheet 

Interim Year Rate Change Worksheet 
Financial Information 

.. 
1 . .. 
2. .. 
3. .. 
4 . .. 
5. 

.. 

Base Year Operating Costs (Other Than Landfill Disposal) 

Total Allowable Operating Costs 

Plus: Allowable Operating Profit 

Plus: Total Pass Through Costs 

Minus: Landfill Costs 

Equals: Total Operating Costs (Other Than Landfill Disposal) 

Base Year Landfill Disposal Costs 

6. Total Landfill Disposal Costs 

,. 
7. Base Year Revenue Requirement 

.. 
B. 

r 
9. 

,. 
10 . .. 
11. ,. 
12. 
,. 
13. ,. 
14 . .. 
15. 

,. 
16. 

,. 
17. ,. 
18. ,. 
19. 

,. 
20. ,. 
21. ,. 
22. 

,. 

Change in Operating Costs (Other Than Landfill Disposal) 

Projected Change in Consumer Price Index 

Projected 85 Percent Change in Consumer Price Index 

Change in Landfill Disposal Costs 

Prior Year Total Landfill Tipping Fees Per Ton 

Equals: Total Prior Year Total Landfill Disposal Costs 

Projected Interim Year Total Landfill Tipping Fees Per Ton 

Interim 

Equals: Total Projected Interim Year Total Landfill Disposal Costs 

Projected Change In Total Landfill Disposal Costs 

:tM\fMiillil§fMlMU.J.i.ii#§i§§hiii@i.t.tji.i;#iii 
Weighted Change in Operating Costs (Other Than Landfill Disposal) 

Operating Costs as% of Base Yr. Revenue Requirement 

Equals: Weighted Change in Operating Costs 

Weighted Change in Total Landfill Disposal Costs 

Total Landfill Disposal Costs as% of Base Yr. Revenue Requirement 

Equals: Weighted Change in Total Landfill Disposal Costs 

Total Change 

26. Total Percent Change in Costs 

" 27. 

" 28. 

Year: 

DMded 

Equals: 

for Franchise Fee 

Percent Change in Existing Rates (Douglas County) 
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