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City of Tigard -

e Memorandum

To: Honorable Mayor Cook and the City Council
From: Marty Wine, City Manager

Re: Solid Waste Rates

Date: May 14, 2014

Tigard Municipal Code 11.04.090.E.2 requires a report be provided to the Council about
solid waste rates for service including “franchisee reports and propose rate adjustments, if
any. The city manager may make such recommendations as appropriate to the rate
determination.”

Because the city adjusted solid waste rates in 2013, and has only a half-year of data to
determine the waste haulers’ rate of return, I have accepted the recommendation of Toby
LaFrance, Finance and Information Services Director, to maintain current solid waste rates
for the upcoming fiscal year. (See attached memo.) I find that based on an initial review, the
existing solid waste fees appear to be sufficient to produce the profit margin required in
Resolution No. 01-54-A in the range of 8-12%.

City staff will be initiating a rate of return analysis based on a full year of financials (July
2013 to June 2014) to consider a full year’s information based on the last increase. This
allows the city and solid waste customers a more realistic and timely review of rates for
fiscal year 2015-16.

I encourage you to contact me with any questions or concerns that you may have.
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vty Memorandum
To: Marty Wine, City Manager
From: Toby LaFrance, Finance and Information Services Director ’/'Z’
CC: Brian Rager, Interim Public Works Director |
Loreen Mills, Assistant to the City Manager
Re: Solid Waste Rates
Date: May 5, 2014

The putrpose of this memo is to recommend to you that Tigard maintain current solid waste
rates.

The TMC requires the Council be provided with an aggregate report summarizing the franchise
reports and recommendations on rate adjustments based on Resolution No. 01-54-A. This
resolution sets a target, aggregate profit rate of 10 percent and calls for the Council to consider a
rate adjustment if the profit rate falls below 8 percent or exceeds 12 percent. The calendar year
2012 report showed a profit of 5.21%, triggeting a rate analysis and new rates that went into
effect on July 1, 2013 that target a 10% annual profit.

As required by Tigard Municipal Code (TMC) Chapter 11.04.090, Tigard’s two franchised solid
waste haulers have submitted their annual financial reports for the calendar year ending
December 31, 2013. The result of the analysis for the calendar year 2013 aggregate report
showed that the profit, or rate of return, was below the 8 petcent threshold; however, that rate
of return is impacted by the fact that the new rates were only in effect for the last six months of
the calendar yeat.

Tigard recently hired independent auditors, Merina & Co. LLP., to review solid waste haulet’s
expenses and revenues for calendar year 2013. On July 1, 2013, new solid waste rates went into
effect. The purpose of Merina’s review was to determine the aggregate profit, or rate of return
(ROR), for the two haulers if the fees had been in effect for the entire year (starting January 1,
2013). The result of Merina’s analysis shows that the rate would have produced an aggregate
rate of return of 9.1%.



The solid waste haulers, Waste Management and Pride Disposal, have expressed concerns
because their actual rate of return for 2013 is below 8%. Due to the timing that is laid out in
TMC 11.04.090, new rates can only be in effect for approximately 6 months of a calendar year.
Any time that rates are adjusted, it is reasonable to assume that the resulting unadjusted ROR
will be outside of the 8-12% range.

TMC 11.04.090.E.2 says the City Manager “may make such recommendations as appropriate to
the rate determination.” I interpret that portion of the code to say that the city has the ability to
analyze this a bit more. The analysis by Merina supports the existing rates. Rate payers should
not be subject to another rate increase when it can be shown that they would essentially be
within the acceptable range if a full year of the last increase was considered.

Based on the results of Merina’s analysis, the fact that the timing laid out by the TMC that
tesults in new rates only being available for the last six months of a calendar year, and the
authority given to the City Manager in the TMC, I tecommend that you determine that the
existing solid waste fees ate sufficient to produce the profit margin of 8-12% required by
Resolution No. 01-54-A. Further, I recommend that staff offer to work with the solid waste
haulers to perform a rate of return analysis based on 12 months of financials from July 1, 2013
to June 30, 2014. The purpose of the analysis will be to unofficially determine if the current
rates produce the required rate of retutn over their first full year. While the results will not
automatically require a new rate analysis, it will give an indication of the likelihood that new rates
will be required during 2015, enabling staff to start the process of hiting a rate consultant and
scheduling time with Council. The result will be the ability to perform the rate teview required
by the TMC within the timeframes and without an extension. We can petform the analysis if
both haulers agree to provide their financials for the analysis.



