AGENDA SUMMARY
EUREKA CITY COUNCIL

TITLE: Annual Rate Review of Service Rate Adjustment for Solid Waste Collection
DEPARTMENT: Community Services

PREPARED BY: Robin Praszker
PRESENTED FOR: KlAction Olinformation only [ODiscussion/Direction

RECOMMENDATION: Adopt Resolution approving an increase of 9.46% in the rates
for solid waste collection and an increase in the green waste fee by .94 cents by
Recology Humboldt County effective July 1, 2025 and approving an increase of 4.29%
in the rates for solid waste collection and a decrease in the green waste fee by .94
cents by Recology Humboldt County effective July 1, 2024.

FISCAL IMPACT

CINo Fiscal Impact XIncluded in Budget CJAdditional Appropriation

The City receives a Franchise Fee from Recology Humboldt County (9% of gross
revenues derived by the company from the provision of services within the City) which
totals an estimated $1,103,602 for fiscal year 2025-26 and an estimated $995,171 for
fiscal year 2024-25.

COUNCIL GOALS/ STRATEGIC VISION

DISCUSSION

Attached for the Council’s consideration and action is a proposed rate schedule for solid
waste collection within the City for FY 2025-26. The rates for next fiscal year reflect a
9.46% increase from the current rates. Collection services in the City are currently
provided through a Franchise Agreement with Recology Humboldt County. If Council
approves staff recommendation, the collection rates will increase for all customers
effective on July 1, 2025.

Attached for the Council’s consideration and action is the FY 24-25 rate reschedule that
was implemented on July 1, 2024 due to extensive review by a Certified Public
Accountant and multiple data requests which delayed the review and approval process.

ANNUAL RATE ADJUSTMENT DETAILS

Per terms of the City’s Solid Waste Franchise Agreement with Recology, the City
Council performs a rate adjustment review each year to ensure (in protecting the



public’s interest) that rates do not exceed the reasonable cost of providing services.
The Agreement allows for an Annual Review of Recology’s contracted Revenue
Requirement. The Revenue Requirement represents Recology’s full compensation
for all labor, equipment, materials and supplies, overhead, profit and all other costs
necessary to perform the services required by the Franchise Agreement. The
Agreement also allows for a Periodic Rate Review and Adjustment every three
years, which means that the actual costs associated with performing all the existing
programs are shored up against the costs that were projected in the previous two
annual rate reviews. This rate adjustment is an Annual Review.

As compensation, Recology is authorized to collect service rates sufficient to meet its
authorized Revenue Requirement. Service costs generally increase each year
because of higher insurance and fuel costs, allowable cost-of-living increases, and
increases related to the contracted disposal tonnage rates through the HWMA. The
franchise fee percentage and allowable profit compensation percentage remain the
same, and are calculated on the increased baseline costs.

FY 24-25 Rates

Included in the resolution is a rate increase from the FY 24-25 year which was
implemented July 1, 2024. The rate application for FY 24-25 underwent extensive
review by a Certified Public Accountant and multiple data requests delayed the review
and approval. During this review process, a new rate increase data submission form
was developed to streamline future rate increase requests with itemized breakdowns
of costs. This process is now in effect and was used for both the FY 24-25 rate
application and the FY 25-26 rate application.

FY 24-25 Cost ltems

Included in the proposed annual service rate are the following cost items and
adjustments:

1. Total Allowable Costs: These costs include non-escalating costs such as
equipment leases, escalating costs such as health insurance costs, labor costs and
fuel costs, and escalating CPI costs such as administrative overhead, computer
services, property rentals, freight and repairs. The Total Allowable Costs resulted
in an estimated increase of $136,200 from the previous rate review of July 2023.
This is due to increases associated with escalating costs.

2. Total Pass Through Costs: These costs include items such as insurance costs
(other than health), property taxes, licenses and fees. The cumulative Total Pass
Through Costs resulted in an estimated increase of $34,831 from the previous rate
review of July 2023.

3. Disposal Costs: The disposal costs this year are estimated to increase by
$102,539 from the previous rate review of July 2023. This is due to an increase in




the solid waste tip fee by HWMA.

4. Franchise Fee: The Agreement includes a price factor for the City’s franchise
fee. As the contract amounts are adjusted, so is the Franchise Fee amount, which
is calculated as 9% of gross receipts. The Franchise Fee estimate for FY 2024-25
is $995,171 an increase of $29,750 over last year.

5. Margin (20% of allowable costs): The agreement includes a profit margin by

Recology which is 20% of allowable costs. The profit margin for FY 2024-25 is
estimated at $979,750, an increase of $27,240 over last year.

FY 25-26 Cost ltems

Included in the proposed annual service rate are the following cost items and
adjustments:

1. Solid Waste Disposal: This the cost that Humboldt Waste Management
Authority (HWMA) charges to dispose of solid waste (garbage) at the
transfer station. The cost per ton is increasing from $172.89 to $187.42. The
reason for the cost increase is reduced annual tonnage which reduces
revenue.

2. Recycling Processing:
This is the cost that Recology charges to process recycling at the Materials
Recovery Facility (MRF) in Samoa. The cost per ton is increasing from $125.25
to $153.90. The reason for the cost increase is reduced CRV material and
reduction in more valuable commodities. An increase of CRV redemption
centers locally means that less CRV containers are being placed in curbside
bins. Recology receives CRV deposit revenue from CRV in the curbside
program, which offsets their costs. Additionally, recycling tonnage is seeing a
decrease in more valuable commaodities like plastic and cans, and an increase
in paper which is less valuable.

3. Green Waste: This is the cost that Wes Green charges to process green
waste. The cost per ton is increasing from $133.31 to $158.31. The reason
for the cost increase is capacity constraints at both Wes Green and Humboldt
Redwood Company. Prior to this increase, curbside green waste was being
composted at Wes Green, and burned as hog fuel at Humboldt Redwood
Company (Scotia Mill). Humboldt Redwood Company has been unable to
accept any material outside of their own operations, so curbside green waste
will no longer be processed there. The Wes Green location cannot process
as many tons as the curbside program requires, so additional tonnage will be
shipped to Anderson, CA to be composted.




Labor Costs: Labor costs have increased by 17.4% effective January 1,
2025, when the union labor agreement became effective. Wages for most
drivers increased from $25.88 to $30.38. Other support staff also received
similar increases, such as mechanics (16.3%), utility workers (9.6%), and
heavy equipment operators (9.1%). This increase in consistent across the
waste collection industry.

Collection Trucks: The Agreement does now allow trucks 9 years or older to
continue to operate. New trucks cost more than they did 9 years ago, so the
new cost per truck creates an increase of costs.

Pass Through Costs (fuel): Fuel is projected to decrease by 3.8% compared
to 2024. This results in minor cost savings.

Margin (20% on allowable costs): The Agreement includes a profit margin by
Recology which is 20% of allowable costs. The profit margin for FY 2025-26
is estimated at $1,080,750, an increase of $358,118 over last year.

Franchise Fees (9%): The Agreement includes a price factor for the City’s
franchise fee. As the contract amounts are adjusted, so is the Franchise Fee
amount, which is calculated as 9% of gross receipts. The Franchise Fee
estimate for FY 2025-26 is $1,103,602 an increase of $112,001 over last
year.

Rate Adjustment Summary

Below is a table reflecting costs associated with FY 25-26. Please note that all cost
factor amounts are close approximations:

Table 1: Composition of Collection Costs from 2024 to 2025

SW Disposal ($172.89 to $187.42) $3,221,119 $265,645 $3,486,765 23%
Recycling Processing ($125.25 to $560,741 $128,100 $688,841 1%
$153.90)

Green Waste ($133.31 to $158.31) $194,634 $36,500 $231,134 3%
Labor Costs (new union contract) $2,304,261 $266,013 $2,570,274 23%
Collection Costs (truck, etc.) $2,744,118 $39,012 $2,783,130 3%
Pass Through Costs $344,397 $(26,648) $317,749 -2%
Margin (20% of Labor/Collection) $722,632 $358,118 $1,080,750 30%
Franchise Fees (9%) $991,601 $112,001 $1,103,602 10%
Total $11,083,503 $1,178,741 $12,262,245 100%



Adjustments Applied to FY 25-26

Due to extensive review by a Certified Public Accountant who reviewed the FY 24-25
and FY 25-26 rate application, it was found that Recology over allocated street
sweeping disposal costs. To ensure accuracy, street sweeping tonnage disposal costs
since the implementation of street sweeping by Recology in 2016 was reviewed. The
findings showed a total of $119,445 over allocated. These costs have been deducted
from the FY 25-26 rate increase to adjust for this over allocation. This has reduced the

FY 25-26 rate by 1.18% resulting in a rate increase of 9.46%

Effective July 1, 2024

Increase for average commercial customer (1 yard bin)

$234.89 per month
(increase of $9.66/month)

Increase for average residential customer (30 gallon can)

$38.67 per month
(increase of $1.59/month)

Decrease for green waste customers (96 gallon can)

$9.05 per month
(decrease of $.94/month)

Effective July 1, 2025

Increase for average commercial customer (1 yard bin)

$257.10 per month
(increase of $22.21/month)

Increase for average residential customer (30 gallon can)

$42.33 per month

(increase of $3.66/month)

Increase for green waste customers (96 gallon can)

$10.14 per month
(increase of $.94/month)




REVIEWED AND APPROVED BY: KICity Attorney
XICity Clerk/Information Services
ODevelopment Services
XFinance
OFire
XICommunity Services
CPersonnel
OPolice
OPublic Works

ATTACHMENTS:

Resolution (2024-2025 and 2025-26 Rate Review)

Annual Rate Review and Adjustment Fiscal Year 2024-2025
Annual Rate Review and Adjustment Fiscal Year 2025-2026



