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Balancing Rate Setting GoalsBalancing Rate Setting GoalsBalancing Rate Setting GoalsBalancing Rate Setting Goals

 Cover cost of services Cover cost of services

 Encourage diversion
 t ratepayers

 contracted haulers

 Comply with local and state 
requirements

 Promote revenue reliability

 Reduce rate volatility
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 Reduce rate volatility
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Revenue GapRevenue GapRevenue GapRevenue Gap
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2005 2006 2007 2008 2009 2010 2011 2012

Rate Increases 1.96% 2.57% 10.80% 3.59% 9.42% 7.65% 5.00% 5.00%

Change in Revenue 2.46% 2.40% 10.16% 0.71% 4.23% 3.38% ‐0.65% 2.63%

‐2.00%
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Revenue Impact Revenue Impact ––
S f l id i l i iS f l id i l i iSuccessful Residential DiversionSuccessful Residential Diversion

Single‐Family Monthly Rates

• As residents are successful 
recyclers ‐ revenues are not 

i ll i

$75.78 $70.00 

$80.00  Cost of Service 
~$40 per month per 
account

covering collection costs

• Current 20‐ and 32‐gallon 
rates do not cover total

$54.25 

$40.00 

$50.00 

$60.00 

rates do not cover total 
costs

• Typical industry approach 
l

$23.80 

$33.02 

$20.00 

$30.00 

$40.00
Diversion Incentive

to encourage recycling
$‐

$10.00 

20‐gal 32‐gal 64‐gal 96‐gal
% of Customers 36 8% 57 7% 5 2% 0 3%
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% of Customers      36.8% 57.7% 5.2% 0.3%



Revenue Impact Revenue Impact ––
S f l C i l i iS f l C i l i iSuccessful Commercial DiversionSuccessful Commercial Diversion

A b i f l
Example Subscription Level (CY/mo.) ‐

• As businesses are successful 
recyclers ‐ revenues are not 
covering costs

P O h (2 i / k)6 0
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M
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$807.95/mo $721.63/mo

• Pre‐Outreach (2 trips/wk):

 3CY, 2x/wk ‐ SW

• Post‐Outreach (6 trips/wk): 

6.0 

4.0 
4.0

5.0

6.0

c 
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rd
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 96gal, 3x/wk – SW

 (2) 96gal, 1x/wk – Recyclables

 2CY, 2x/wk – Organics1.4

1.0 
1.0

2.0

3.0

C
ub

ic

2CY, 2x/wk  Organics1.4 
0.0

Pre‐Outreach Post‐Outreach
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Revenue GapRevenue Gap –– The Sequel?The Sequel?Revenue Gap Revenue Gap The Sequel? The Sequel? 

Increased focus on multi‐family andIncreased focus on multi family and 
commercial recycling and organics

Many rate structures provide baseline y p
recycling and organics services at no 
charge and/or 20%‐50% discounts 

In many cases recycling and organics 
processing costs exceeds landfill tip fees
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Conceptual Approach to Rate SettingConceptual Approach to Rate SettingConceptual Approach to Rate SettingConceptual Approach to Rate Setting
1. Determine Revenue 

Requirement
Sources & 
Uses of $$$

2. Allocate Costs

q

Collection Post‐
Collection

Other
Discards

Admin/
Overhead

2b. By Service

2a. By Sector SFD MFD

Solid Waste Recycling Organics Bulky/
Reuse HHW

COM R/O

4. Assess Customer‐Specific 
Impacts

3. Evaluate Pricing Strategy Cost + 
Incentive

‐10.13/mo.

Cost ‐
Incentive

+8.21/mo.

Cost ‐
Incentive

+12.45/mo.

Cost per 
Event

‐0.96/mo.
+$15/event

$/HH/Mo.

+0.67/mo.

Solution Elements:
 Legal
 Capacity
 Practical
Aff d bl

 Predictable
 Incentives
 Quantifiable

p

Policy/Objectives:
Cost of Service
Clearly Communicated 
Incentives for Diversion
L l C li

Pay for What’s Available 
to You
Practical
Sustainable
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 AffordableLegal Compliance



SolutionsSolutionsSolutionsSolutions

Reduce rate slope – greater focus on costReduce rate slope  greater focus on cost 
per trip/per account versus volume

Fixed and variable rate componentsp

Reduce trips necessary (e.g., commercial 
wet/dry) ‐ where feasibley

Rebalancing rates between costs to 
provide recycling/organics services and 
the discount provided
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Case StudiesCase StudiesCase StudiesCase Studies

Kim Braun, City of Santa Monicaau , y o Sa a o ca

 Susan Robinson, Waste Management , g
(Pacific Northwest)

 Laith Ezzet, HF&H

Managing Tomorrow’s Resources Today 9


