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Determining Your Cost of Service:
What it Can Do For You

ALBUQUERQUE AT-A-GLANCE

¢ 505,578— Population

© 172,878— Single-family households
© $44,103— Median household income
© $65 mil— SWMD FY/11 Budget

© 427— SWMD FTEs

City of Albuquerque Financial
Solid Waste Mgmt Dept Consultant
Jill Holbert Chris Bell
ALBUOCUERCUECREEN
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Background

Development of Solid Waste Plan - Albuquerque’s first
‘“Albuquerque Green” Program

— environmental protection & conservation
2002 City Council Policy

— supports waste reduction & recycling

Waste Diversion Goals
— “No Landfilling by 2030”
— waste = resource
— emphasizes diversion (waste reduction & recycling), not disposal

Weaknesses of the System
® Underfunded - Infrequent rate increases
¢ Significant equipment replacement costs
® Trash rates do not encourage recycling

® Limited Processing Capacity




Integrated Waste Management Plan
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Past Rate Setting Methodology

® Setting service fees is a political process
¢ In Albuquerque the process was undefined

® Past increases were allocated over the rate

as a straight percentage

Rate Setting Methodology (con’t)

Current rates:
— significantly underfund equipment / facility replacement, disposal,
and Clean City
— do not reflect actual costs-many undercharged, some overcharged,
some highly subsidized

— should fully fund landfill disposal, cell development, closure and
post-closure care from internal and external customers

® Resulting in:
— unsustainable operation
— older fleet and increased maintenance costs
— increased breakdowns and overtime
— some inequitable and subsidized service fees

Cost study rate fully funds current operating, disposal,
recycling, processing, overhead, equipment replacement,
and Clean City

Residential Rates

Current Rate New Rate Increase % Increase
Base Rate $ 8.18 818 $ =
Clean Cities $ 195 $ 1.95 100%
Recycling $ 1.89 1.05 B 0.06 3%
Environmental
EEES) $ 0.68 083 $ 0.15 _22%
Total $ 10.75 1291 $ 2.16 20%

Southwest Region

Residential Refuse and Recycling Rates
July 2000

Landfill Costs and Rates
Estimated FY 2010 SW Tons 537,533
Cost per Ton

Operations and Overhead $ 13.86
Equipment Replacement $ 1.74

Cell Development $ 2.03
Closure and Post Closure Costs $ 0.55
Total Disposal Cost per Ton $ 1847
Current Rate $ 28.55

w/ 5% increase $ 29.98
New Rate (rounded) $  30.00
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Equipment Replacement Overview Annual Review [ Adjustment Proposal
¢ Total fleet replacement value = $55.9 mil ® Cost of Service model updated annually
® Fleet replacement backlog = $25.6 mil
—(46% of total value) ® Resulting rate adjustments may be included
\ L in budget proposal
© Examples, % of units past useful life in FY’10
—Landfill Equipment = 60%
P 7’ ® Prevents a recurrence of the current
—Comm’l Frontload Truck = 49% . q
situation, where rates no longer reflect
—Residential Auto Sideload Truck = 27%
. actual costs

Proposal to catch up in 3-5 years

Rate Setting Approach Rate Setting Methodology
® Rate setting is a political process « Critiggycions:
—Need to cultivate support and plan out the —What is the program
process

—What are the program operational

= assumptions / expectations
® Costs are based on fact and verifiable / P hexp

reliable assumptions —What are the baseline costs (current costs)

—Budgets, contracts, current operations, etc. )
—What are the savings

—What are the additional costs

Modeling Residential Recycling Program Assumptions
ore . 2 Comingled Cart Recycling
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—What are the baseline costs (2010 budget) sl ey 05275 CHA CHBIBHGATIVERS
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Future Recycling Opportunities

Commercial Collection
¢ Collection of cardboard,
paper, glass
* Rates that emphasize
diversion

» City service, private
service, both?




