NOTICE OF REGULAR MEETING

OCEANO COMMUNITY SERVICES DISTRICT - BOARD OF DIRECTORS

WEDNESDAY, JANUARY 8, 2025, AT 6:00 PM
1655 FRONT STREET, OCEANO, CA

All items on the agenda, including information items, may be deliberated. Any member
of the public with an interest in one of these items should review the background
material and request information on the possible action that could be taken.

The Oceano Community Services District strongly encourages your active participation
in the public process, which is the cornerstone of democracy. All persons desiring to
speak during any Public Comment period are asked to fill out a “Board Appearance
Form” to submit to the Board Secretary prior to the start of the meeting. If you wish to
speak to an item NOT on the agenda, you may do so during the “Public Comment On
Matters Not on the Agenda” period. Each individual speaker is limited to a presentation
time of THREE (3) minutes per item. The time limits allocated to speakers may change
to facilitate the Board meeting better. Time limits may not be yielded to or shared with
other speakers.

The purpose of the Board meeting is to conduct the business of the community in an
effective and efficient manner. For the benefit of the community, the Oceano Community
Services District asks that you follow the Board meeting guidelines while attending
Board meetings and treat everyone with respect and dignity. This is done by following
the meeting guidelines set forth in State law and Board policy. Disruptive conduct is not
tolerated, including but not limited to addressing the Board without first being
recognized; interrupting speakers, Board members, or staff; continuing to speak after
the allotted time has expired; failing to relinquish the podium when directed to do so;
and repetitiously addressing the same subiject.



6.

vkwhNpeE

CALL TO ORDER

ROLL CALL

FLAG SALUTE

AGENDA REVIEW

REPORT OUT OF THE CLOSED SESSION FOR THE SPECIAL MEETING ON JANUARY 8, 2025 AT
4:45PM

PUBLIC COMMENT FOR ITEMS NOT ON THE AGENDA

This public comment period provides an opportunity for members of the public to address the
Board on matters of interest within the jurisdiction of the District that are not listed on the
agenda. If a member of the public wishes to speak at this time, Public comment is limited to
three (3) minutes.

7.

8.

SPECIAL PRESENTATIONS AND REPORTS:
A. STAFF REPORTS
i.  Sheriff’s South Station — Commander John McDaniel
ii.  FCFA Operations - Fire Chief Hallet
iii. OCSD Operations — Utility System Manager Tony Marraccino
iv. OCSD Administration — General Manager Peter Brown
B. BOARD OF DIRECTORS AND OUTSIDE COMMITTEE REPORTS:
i. Board President Shirley Gibson (Zone 3, Regional Water Quality Control Board)
ii.  Vice President Kim Rose
iii. Director Linda Austin (South San Luis Obispo County Sanitation District, Zone
1/1A)
iv. Director Beverly Joyce-Suneson (Parks & Recreation Advisory Committee,
Finance & Budget Committee, CA Special District’s Association)
v.  Director Allene Villa (Water Resource Advisory Committee, Local Agency
Formation Commission
C. PUBLIC COMMENT ON SPECIAL PRESENTATIONS AND REPORTS:
This public comment period provides an opportunity for members of the public to
address the Board on matters discussed during Special Presentations and Reports. If a
member of the public wishes to speak at this time, Public comment is limited to three
(3) minutes.

CONSENT AGENDA ITEMS:

Public comment Items appearing on the Consent Items are considered routine and may be

approved by one motion. Any member of the Board may request to have an item removed from
the Consent Items. If an item is pulled, the President has the sole discretion to determine when

the item will be heard. Members of the public wishing to speak on Consent items may do so

when recognized by the Presiding Officer. If a member of the public wishes to speak at this time,

Public comment is limited to three (3) minutes.



A. Action: Review and Approve the Minutes for the Regular Meeting held on December 11,
2024
B. Information: Review of Cash Disbursements

9. HEARING ITEMS:

Public comment Members of the public wishing to speak on hearing items may do so when
recognized by the Presiding Officer. If a member of the public wishes to speak at this time,
Public comment is limited to three (3) minutes on each of the following items.

A. Action: Hearing to consider protests to a proposal in Solid Waste Rates by South County
Sanitary Service Inc. (SCSS) to adjust solid waste and recycling rates by 4.98%, conduct a
public hearing, and consider authorizing adjustments to solid waste if no majority protest
exists

10. BUSINESS ITEMS:

Public comment Members of the public wishing to speak on business items may do so when
recognized by the Presiding Officer. If a member of the public wishes to speak at this time,
Public comment is limited to three (3) minutes on each of the following items.

Action: Consider and discuss the 2025 Board Committee Assignments

B. Action: Discussion and consideration of revisions to the bylaws regarding the Oceano
Community Services District Board of Director’s decision-making processes

C. Information: Update on Oceano Community Services District seeking outside funding
sources for planned Waterline Capital Improvements

D. Action: Approval of Amendments to the contracts between the District and Robert
Schultz and The JAM Law Group

E. Action: Discussion of the District Expenditure Control Guidelines
Action: Discussion and consider a resolution adopting the Oceano Parks and Recreation
Committee Bylaws and review committee applicants

G. Action: Discussion and of Oceano Community Services District Parks and Recreation
Committee Community Event on November 16, 2024

11. RECEIVED WRITTEN COMMUNICATIONS:
12. FUTURE AGENDA ITEMS:
13. ADJOURNMENT:



Oceano Community Services District

Summary Minutes — Regular Board Meeting
Wednesday, December 11, 2024 - 6:00 P.M.

OCSD BOARD ROOM
1. CALL TO ORDER: Called at approximately 6:00 p.m. by President Varni.
2. ROLL CALL: Board members present: Director Gibson, Director Austin, Director Villa, Vice President

Joyce-Suneson, and President Varni.

Staff present: Peter Brown, General Manager; Carey Casciola, Business & Accounting Manager; and Rob

Schultz, Legal Counsel.
3. FLAG SALUTE: Led by President Varni.
4, AGENDA REVIEW: Accepted as presented.
5. BOARD ITEMS:

A. Outgoing Board member comments
President Varni provided a statement.

B. Administer Oaths of Office
1.Linda Austin
2. Shirley Gibson
3.Kim Rose
Oaths administered by Carey Casciola, Business & Accounting Manager

C. Incoming Board Member Comments
Director Gibson provided a statement.
Director Austin provided a statement.
Kim Rose provided a statement.

D. Election of District Officers, President, and Vice President
Director Austin nominated Shirley Gibson for president with a second from Kim Rose with
a 5-0 roll call vote.
Director Austin nominated Kim Rose for Vice President with a second from President
Gibson and a 5-0 roll call vote.

6. PUBLIC COMMENT ON MATTERS NOT ON THE AGENDA: None

7. SPECIAL PRESENTATIONS & REPORTS

A. STAFF REPORTS:
i. Sheriff's South Station — Commander lan Doughty

Oceano Stats for November 2024

272 calls for service (355 in 2023)

0 assault and battery / 27 disturbance calls / 1 residential burglary / 1 grand theft
0 vandalism / 0 mail theft / 30 assist other agencies / 3 suspicious circumstances
45 enforcement stops / 15 arrests

John McDaniel will be the new Commander at the South Station

ii. Five Cities Fire Authority — FCFA Chief Hallet
5 new recruits started an 8-week fire academy at the beginning of December.
Captain Brian Leathers retired after 19 years of service.
Promotions: Captain lan Bennett and Captain Matt Hendon.
New ventilation training prop was purchased via a donation from the Friends of Five Cities Fire
Authority and is located at Station 2.



Working on the Community Risk Assessment and Strategic Planning — estimated to be
completed by Spring 2025.

SB1205 Inspection — 66 areas were identified in Oceano, and 16 are complete.

As of 12/9 - 727 YTD calls for service with response times of 6 to 7.5 minutes.

7 new devices will be installed on traffic signals to further improve overall response times.

Operations - Utility Systems Manager Tony Marraccino — absent.

Update provided by Peter Brown, General Manager

Lopez is 92% full.

Lopez Water Treatment Plant switched over their primary disinfection method and also
completed the free chlorine maintenance (annual requirement).

The District is deciding on allocation and is estimating taking Lopez water for the first few
months of 2025.

The State completed several upgrades to the Central Coast water branch which had to shut
down for the past 60 days.

General Manager — Peter Brown

11/14 met with the State Water Subcontractor Committee

11/26 Nicole Miller and | met with the County regarding DWR grant for waterline improvements
11/27 Legal Counsel and | met with WSC regarding NCMA Adaptive Plan and Agreement
Worked with legal counsel regarding lease agreements for the Sheriff Station and current
District office.

Holiday Closure — The district office will be closed from 12/24/2024 through 01/01/2025. Due
dates have been adjusted accordingly.

Solid Waste Prop 218 Hearing is scheduled for the January 8, 2025, board meeting.
Completed the first round of interviews for the open Account Administrator position and hope to
extend an offer letter next week.

Water Rates expire in June of next year. The Board will be tasked with reviewing rate studies
for waterand sewer.

B. BOARD OF DIRECTORS AND OUTSIDE COMMITTEE REPORTS:

V.

Vice President Joyce-Suneson: Parks & Recreation Advisory Committee, Finance & Budget
Committee, CA Special District's Association — Reported on the 11/16/24 OPARC event.
Director Austin: South San Luis Obispo County Sanitation District, Zone 1/1A — Reported on
the 12/04/24 SSLOCSD meeting and the 12/10/2024 Zone 1/1A meeting.

Director Gibson: Zone 3, Regional Water Quality Control Board — reported on the 12/10/2024
Zone 3 meeting.

Director Villa: Water Resource Advisory Committee, Local Agency Formation Commission —
No reports

Director Rose - No reports

C. PUBLIC COMMENT ON BOARD OF DIRECTORS AND OUTSIDE COMMITTEE REPORTS: None



8. CONSENT AGENDA:

ACTION:

a) Action: Review and Approve the Minutes for the
Special Meeting held on November 13, 2024

b) Action: Review and Approve the Minutes for the
Regular Meeting held on November 13, 2024

c) Information: Review of Cash Disbursements

d) Information: Review the proposal by South
County Sanitary Service Inc. (SCSS) to adjust
solid waste and recycling rates by 4.98% and to
increase Franchise Fees from SCSS from 5% to
10%

e) Action: Review and approve a resolution adopting
a Workplace Violence Prevention Plan

After an opportunity for public comment and Board and
staff discussion, a motion was made by Director Villa to
approve the consent agenda as presented with a second
from Director Austin with a 5-0 roll call vote.

Public Comment: None

The Board recessed from 6:40-6:50PM.

9A. BUSINESS ITEMS:

ACTION:

Action: Review and approval of a Resolution
approving the OCSD Office Space and Sheriff's Office
Lease Agreements following OCSD’s divestiture of fire
services.

After an opportunity for public comment and Board and
staff discussion, a motion was made by Director Austin to
approve a resolution approving the OCSD Office
Space and Sheriff's Office Lease Agreements
following OCSD's divestiture of fire services, with a
second from Director Villa with a 5-0 roll call vote.

Public Comment: None

9B. BUSINESS ITEMS:

ACTION:

Action: Approval of a Resolution designating the
General Manager as the authorized representative to
execute agreements for the Ken Mar Gardens,
Halcyon Water System, Halcyon Estates, and Grande
Mobile Manor Consolidation Projects Improvements
Project through the State Revolving Fund Financing
Program.

After an opportunity for public comment and Board and
staff discussion, a motion was made by Director Austin to
approve a resolution designating the General
Manager as the authorized representative to
execute agreements for the Ken Mar Gardens,
Halcyon Water System, Halcyon Estates, and
Grande Mobile Manor Consolidation Projects
Improvements Project through the State Revolving
Fund Financing Program., with a second from Director
Joyce-Suneson with a 5-0 roll call vote.

Public Comment:
Julie Tacker — Asked a question regarding District costs
for this project.




9C. BUSINESS ITEMS:

ACTION:

Action: Approve a budget adjustment of $58,818 from
Water Fund reserves for design services, construction
management, and quality assurance services with
Advantage Technical Services for the rehabilitation of
the 1-million-gallon water storage tan and authorize
the General Manager to execute an agreement with
Advantage Technical Services.

After an opportunity for public comment and Board and
staff discussion, a motion was made by President Gibson
to approve a budget adjustment of $58,818 from
Water Fund reserves for design services,
construction management, and quality assurance
services with Advantage Technical Services for the
rehabilitation of the 1-million-gallon water storage
tan and authorize the General Manager to execute
an agreement with Advantage Technical Services,
with a second from Director Austin with a 5-0 roll call
vote.

Public Comment; None

9D. BUSINESS ITEMS:

ACTION:

Action: Request to Approve a Purchase Order for a
WillScot office trailer for the utility yard in the amount
of $56,180, with a corresponding Budget Adjustment,
including the use of $33,708 from the Water Fund
reserves, $16,854 from the Wastewater Fund

reserves, and $5,618 from Solid Waste Fund reserves.

After an opportunity for public comment and Board and
staff discussion, a motion was made by Director Villa to
approve a Purchase Order for a WillScot office trailer
for the utility yard in the amount of $56,180, with a
corresponding Budget Adjustment, including the use
of $33,708 from the Water Fund reserves, $16,854
from the Wastewater Fund reserves, and $5,618
from Solid Waste Fund reserves, with a second from
Director Joyce-Suneson with a 5-0 roll call vote.

Public Comment; None

9E. BUSINESS ITEMS:

ACTION:

Action: Discuss and approve the District's Board
Meeting calendar for 2025.

After an opportunity for public comment and Board and
staff discussion, a motion was made by Vice President
Rose to approve the District’s Board Meeting
calendar for 2025, with a second from Director Austin
with a 5-0 roll call vote.

Public Comment; None

10. HEARING ITEMS:

ACTION:

A public hearing on an appeal by Laura Gaise
regarding a water bill and provide staff direction as
deemed appropriate.

After an opportunity for public comment and Board and
staff discussion, a motion was made by Director Austin to
approve a credit of $198.98 for the late fee and door
hanger, with a second from Vice President Rose with a
5-0 roll call vote.

Public Comment:
Julie Tacker — The landlord should be responsible for the
leak and associated costs.

11.  RECEIVED WRITTEN COMMUNICATION: None
12.  FUTURE AGENDA ITEMS: None
13. CLOSED SESSION:

A. PUBLIC EMPLOYMENT pursuant to Gov. Code Sec. 54957(b)(1) — Title: District Legal Counsel




B. Pursuant to Government Code §54957: Performance Evaluation — General Manager
Public Comment: None

President Gibson adjourned the Board to closed session at 7:31pm.

No reportable action from closed session.

14. ADJOURNMENT: President Gibson adjourned the meeting at approximately 8:30PM.



Oceano Community Services District

1655 Front Street, P.O. Box 599, Oceano, CA 93475

PHONE(805) 481-6730 FAX (805) 481-6836

Date: January 8, 2025
To: Board of Directors
From: Carey Casciola, Business and Accounting Manager

Subject: Agenda Item #8(B): Recommendation to Review Cash Disbursements

Recommendation
It is recommended that the board review the attached cash disbursements:

Discussion

The following is a summary of the attached cash disbursements. The table captures the payments from last meeting to this meeting.

Description Check Sequence Amounts

61265 - 61323

Disbursements:

Regular Payable Register - paid 12/11/2024 61265 - 61288 | S 168,209.03
Regular Payable Register - paid 12/18/2024 61296 - 61316 | S 72,478.62
Utility Billing Account - Tenant Deposit Refund - paid 12/18/2024 61317 S 120.00
Subtotal: S 240,807.65
Reoccurring Payments for Board Review (authorized by Resolution 2020-06):

Payroll Disbursements - PPE 11/30/2024 N/A S 35,341.07
Payroll Disbursements - PPE 12/14/2024 N/A S 35,745.87
Five Star Bank Mastercard Online Payment - paid 12/18/2024 N/A S 2,939.55
Reoccurring Utility Disbursements - paid 12/11/2024 61289 - 61295 | S 1,676.85
Reoccurring Utility Disbursements - paid 12/19/2024 61318 - 61319 | S 6,773.07
Reoccurring Health Disbursements - paid 12/19/2024 61320 - 61323 | S 7,655.48
Subtotal: S 90,131.89

Grand Total: S 330,939.54

Other Agency Involvement
N/A

Other Financial Considerations
Amounts are within the authorized Fund level budgets.
FIVE CITIES FIRE AUTHORITY $142,166.67-DEC SERVICES
GROUNDWATER SOLUTIONS INC $8,894.44, NCMA 2024 ANNUAL REPORT, SVCS THRU 11/30/2024
R. BURKE CORPORATION $30,808.30, CIP-PROP 1 STORMWATER RECHARGE, REMAINING RETENTION

Results
The Board's review of cash disbursements is an integral component of the District's system of internal controls and

promotes a well governed community.




12/12/2024 3:17 PM CHECK RECONCILIATION REGISTER PAGE: 1

COMPANY: 99 - POOLED CASH FUND CHECK DATE: 0/00/0000 THRU 99/99/9999
ACCOUNT: 1-1001-000 POOLED CASH OPERATING CLEAR DATE: 0/00/0000 THRU 99/99/9999
TYPE: All STATEMENT : 0/00/0000 THRU 99/99/9999
STATUS : All VOIDED DATE: 0/00/0000 THRU 99/99/9999
FOLIO: All AMOUNT : 0.00 THRU 999,999,999.99
CHECK NUMBER: 061265 THRU 061288
ACCOUNT --DATE-- --TYPE-- NUMBER --------- DESCRIPTION-----=-——-- —---AMOUNT--- STATUS FOLIO CLEAR DATE
CHECK: s oo o
1-1001-000 12/11/2024 CHECK 061265 BRENT SARKISON DBA CALTEC COMP 60.00CR  OUTSTND A 0/00/0000 01 5-4100-221 INFORMATION TECHNOLOGY
_ _ 02 5-4400-220 PROFESSIONAL/SPECIAL SER 2,242.50
1-1001-000 12/11/2024 CHECK 061266 CANNON 6,124.50CR  OUTSTND A 0/00/000002 5.4400-361 CIP - PROPL: STORMWATER _ 3.882.00
1-1001-000 12/11/2024 CHECK 061267 CITY OF ARROYO GRANDE 3,873.34CR  OUTSTND A 0/00/0000 02 5-4400-297 PASS-THRU: CREST/CHRISTI
1-1001-000 12/11/2024 CHECK 061268 CLINICAL LAB OF SAN BERNARDINO 1,030.00CR  OUTSTND A 0/00/0000 02 5-4400-220 PROFESSIONAL/SPECIAL SER
1-1001-000 12/11/2024 CHECK 061269 DIVERSIFIED PROJECT SERVICES I 729.52CR  OUTSTND A 0/00/0000 * SEE DETAILS BELOW
1-1001-000 12/11/2024 CHECK 061270 EFREN'S MEXICAN REST 360.00CR  OUTSTND A 0/00/0000 01 5-4850-302 GRANT EXPENSES
1-1001-000 12/11/2024 CHECK 061271 FAMCON PIPE & SUPPLY, INC. 1,063.92CR  OUTSTND A 0/00/0000 02 5-4400-175 SYSTEM PARTS/OPERATING S
1-1001-000 12/11/2024 CHECK 061272 FIVE CITIES FIRE AUTHORITY 142,166.67CR  OUTSTND A 0/00/0000 01 5-4200-220 PROFESSIONAL SERVICES
1-1001-000 12/11/2024 CHECK 061273 ICONIX WATERWORKS (US) INC. 343.95CR  OUTSTND A 0/00/000002 5-4400-499 CLAIMS & SETTLEMENTS
1-1001-000 12/11/2024 CHECK 061274 J.B. DEWAR, INC. 593.32CR  OUTSTND A 0/00/0000 12 5-4350-172 FUEL
1-1001-000 12/11/2024 CHECK 061275 LA TAPATIA 80.00CR  OUTSTND A 0/00/0000 01 5-4850-302 GRANT EXPENSES
1-1001-000 12/11/2024 CHECK 061276 MARTIN MARIETTA MATERIALS, INC 260.17CR  OUTSTND A 0/00/0000 02 5-4400-164 Paving
1-1001-000 12/11/2024 CHECK 061277 PREMIER SUPPLY LLC, DBA MIER B 199.34CR  OUTSTND A 0/00/0000 02 5-4400-164 Paving
1-1001-000 12/11/2024 CHECK 061278 MINER'S ACE HARDWARE, INC. 60.61CR  OUTSTND A 0/00/0000 * SEE DETAILS BELOW
1-1001-000 12/11/2024 CHECK 061279 PETTY CASH 9.96CR  OUTSTND A 0/00/0000 01 5-4100-210 POSTAGE
1-1001-000 12/11/2024 CHECK 061280 QUILL CORPORATION 164.66CR  OUTSTND A 0/00/0000 01 5-4100-200 OFFICE EXPENSE 148.05
02 5-4400-200 OFFICE EXPENSE 16.61
1-1001-000 12/11/2024 CHECK 061281 GLENN A. RICK ENGR & DEVT CO, 4,926.25CR  OUTSTND A 0/00/0000 02 5-4400-220 PROFESSIONAL/SPECIAL SER
1-1001-000 12/11/2024 CHECK 061282 RINCON CONSULTANTS, INC. 2,982.34CR  OUTSTND A 0/00/0000 02 5-4400-220 PROFESSIONAL/SPECIAL SER
1-1001-000 12/11/2024 CHECK 061283 SCHWIND ELECTRIC INC 1,050.00CR  OUTSTND A 0/00/0000 10 5-4300-163 MAINT: STRUC/IMPROV
1-1001-000 12/11/2024 CHECK 061284 SHRED-IT USA JV LLC 153.21CR  OUTSTND A 0/00/0000 01 5-4100-220 PROFESSIONAL SERVICES
1-1001-000 12/11/2024 CHECK 061285 SLO BEAVER BRIGADE 764.50CR  OUTSTND A 0/00/000001 5-4850-302 GRANT EXPENSES
1-1001-000 12/11/2024 CHECK 061286 HD SUPPLY, INC. DBA USABLUEBOO 204.38CR  OUTSTND A 0/00/0000 02 5-4400-175 SYSTEM PARTS/OPERATING S
* DETAILS FOR DIVERSIFIED PROJECT SERVICES 729.52 *DETAILS FOR MINER'S ACE HARDWARE, INC. 60.61
02 5-4400-222 CONTRACTED ENGINEERING 127.26 03 5-4500-163 MAINT: SEWER STRUCTURES/ 14.97
03 5-4500-222 CONTRACTED ENGINEERING 127.26 02 5-4400-175 SYSTEM PARTS/OPERATING S 19.56

02 5-4400-226 ENGINEERING & OTHER REIM 475.00 10 5-4300-163 MAINT: STRUC/IMPROV 26.08
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12/12/2024 3:17 PM CHECK RECONCILIATION REGISTER PAGE: 2

COMPANY: 99 - POOLED CASH FUND CHECK DATE: 0/00/0000 THRU 99/99/9999
ACCOUNT: 1-1001-000 POOLED CASH OPERATING CLEAR DATE: 0/00/0000 THRU 99/99/9999
TYPE: All STATEMENT : 0/00/0000 THRU 99/99/9999
STATUS : All VOIDED DATE: 0/00/0000 THRU 99/99/9999
FOLIO: All AMOUNT : 0.00 THRU 999,999,999.99
CHECK NUMBER: 061265 THRU 061288
ACCOUNT --DATE-- --TYPE-- NUMBER --------- DESCRIPTION-----=-——-- —---AMOUNT--- STATUS FOLIO CLEAR DATE
CHECK : oo
1-1001-000 12/11/2024 CHECK 061287 VARNI, CHARLES 697.31CR  OUTSTND A 0/00/0000 01 5-4850-302 GRANT EXPENSES
1-1001-000 12/11/2024 CHECK 061288 VESTIS GROUP, INC. DBA VESTIS 311.08CR  OUTSTND A 0/00/0000 015-4100-100 CLOTHING
TOTALS FOR ACCOUNT 1-1001-0 CHECK TOTAL: 168,209.03CR
DEPOSIT TOTAL: 0.00
INTEREST TOTAL: 0.00
MISCELLANEOUS  TOTAL: 0.00
SERVICE CHARGE TOTAL: 0.00
EFT TOTAL: 0.00
BANK-DRAFT TOTAL: 0.00
TOTALS FOR POOLED CASH FUND CHECK TOTAL: 168,209.03CR
DEPOSIT TOTAL: 0.00
INTEREST TOTAL: 0.00
MISCELLANEOUS  TOTAL: 0.00
SERVICE CHARGE TOTAL: 0.00
EFT TOTAL: 0.00
BANK-DRAFT TOTAL: 0.00
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Typewriter
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12/18/2024 3:08 PM CHECK RECONCILIATION REGISTER PAGE: 1

COMPANY: 99 - POOLED CASH FUND CHECK DATE: 0/00/0000 THRU 99/99/9999
ACCOUNT: 1-1001-000 POOLED CASH OPERATING CLEAR DATE: 0/00/0000 THRU 99/99/9999
TYPE: All STATEMENT : 0/00/0000 THRU 99/99/9999
STATUS : All VOIDED DATE: 0/00/0000 THRU 99/99/9999
FOLIO: All AMOUNT : 0.00 THRU 999,999,999.99
CHECK NUMBER: 061296 THRU 061316

ACCOUNT --DATE-- --TYPE-- NUMBER --------- DESCRIPTION-—--———-—-— ———-AMOUNT--- STATUS FOLIO CLEAR DATE
CHECK : oo

1-1001-000 12/18/2024 CHECK 061296 AQUA-METRIC 3,867.87CR  OUTSTND A 0/00/0000 02 5-4400-176 WATER METERS

1-1001-000 12/18/2024 CHECK 061297 BURDINE PRINTING 2,205.79CR  OUTSTND A 0/00/0000025'4400'205OUTS'DEUBMA”‘SERV'CEl’loz'90

03 5-4500-205 OUTSIDE UB MAIL SERVICE 1,102.89

1-1001-000 12/18/2024 CHECK 061298 CANNON 6,083.93CR  OUISTND A  0/00/0000 02 2 00 200 B O M WATER - 4'028 49
1-1001-000 12/18/2024 CHECK 061299 CONTRACTOR'S MAINTENANCE SERVI 155.08CR  OUTSTND A  0/00/0000025-4400-175 SYSTEM PARTS/OPERATING S
1-1001-000 12/18/2024 CHECK 061300 FLUID RESOURCE MANAGEMENT 4,003.56CR OUTSTND A 0/00/000002 5-4400-173 MAINT: SHARED STRUCTURE/
1-1001-000 12/18/2024 CHECK 061301 GRAND AWARDS 16.16CR  OUTSTND A  0/00/0000 015-4100-200 OFFICE EXPENSE

1-1001-000 12/18/2024 CHECK 061302 GROUNDWATER SOLUTIONS INC, DBA 8,894.44CR  OUTSTND A 0/00/0000 02 5-4400-380 NCMA TEC

1-1001-000 12/18/2024 CHECK 061303 J.B. DEWAR, INC. 96.97CR  OUTSTND A 0/00/000012 5-4350-172 FUEL

1-1001-000 12/18/2024 CHECK 061304 MARTIN MARIETTA MATERIALS, INC 318.36CR  OUTSTND A  0/00/0000 02 5-4400-164 Paving

1-1001-000 12/18/2024 CHECK 061305 MUNICIPAL MAINTENANCE EQUIPMEN 131.36CR  OUTSTND A 0/00/000003 5-4500-175 SYSTEM PARTS/OPERATING S
1-1001-000 12/18/2024 CHECK 061306 OPTIMIZED INVESTMENT PARTNERS 562.81CR  OUTSTND A  0/00/0000 01 5-4100-220 PROFESSIONAL SERVICES
1-1001-000 12/18/2024 CHECK 061307 PETTY CASH 1.77CR  OUTSIND A  0/00/0000 01 5-4100-210 POSTAGE

1-1001-000 12/18/2024 CHECK 061308 R. BURKE CORPORATION 30,808.30CR  OUTSTND A  0/00/000002 5-4400-361 CIP - PROP1: STORMWATER
1-1001-000 12/18/2024 CHECK 061309 RINCON CONSULTANTS, INC. 673.34CR OUTSTND A  0/00/0000 02 5-4400-220 PROFESSIONAL/SPECIAL SER
1-1001-000 12/18/2024 CHECK 061310 SM TIRE, INC 2,583.90CR  OUTSIND A  0/00/0000 12 5-4350-171 MAINTENANCE: VEHICLES
1-1001-000 12/18/2024 CHECK 061311 SOUTH COUNTY SANITARY SERV 1,088.90CR  OUTSTND A  0/00/0000 015-4100-297 PASS-THRU: DELNQ GRBG/TA
1-1001-000 12/18/2024 CHECK 061312 SWRCB ACCOUNTING OFFICE 4,826.00CR  OUTSTND A&  0/00/0000 03 28008 BE O O e s 88300
1-1001-000 12/18/2024 CHECK 061313 HD SUPPLY, INC. DBA USABLUEBOO 627.69CR  OUTSTND A  0/00/000002 5-4400-175 SYSTEM PARTS/OPERATING S
1-1001-000 12/18/2024 CHECK 061314 VESTIS GROUP, INC. DBA VESTIS 209.16CR  OUTSTND A  0/00/0000 01 5-4100-100 CLOTHING

1-1001-000 12/18/2024 CHECK 061315 WATER SYSTEMS CONSULTING, INC. 3,548.23CR  OUTSTND A  0/00/0000 02 5-4400-380 NCMA TEC

1-1001-000 12/18/2024 CHECK 061316 ZENITH INSURANCE COMPANY 1,775.00CR OUTSTND A 0/00/000001 5-4100-075 COMPENSATION INSURANCE
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12/18/2024 3:08 PM CHECK RECONCILIATION REGISTER PAGE: 2

COMPANY: 99 - POOLED CASH FUND CHECK DATE: 0/00/0000 THRU 99/99/9999
ACCOUNT: 1-1001-000 POOLED CASH OPERATING CLEAR DATE: 0/00/0000 THRU 99/99/9999
TYPE: All STATEMENT : 0/00/0000 THRU 99/99/9999
STATUS : All VOIDED DATE: 0/00/0000 THRU 99/99/9999
FOLIO: All AMOUNT : 0.00 THRU 999,999,999.99
CHECK NUMBER: 061296 THRU 061316
ACCOUNT --DATE-- --TYPE-- NUMBER --------- DESCRIPTION-—--———-—-— ———-AMOUNT--- STATUS FOLIO CLEAR DATE
TOTALS FOR ACCOUNT 1-1001-0 CHECK TOTAL: 72,478.62CR

DEPOSIT TOTAL: 0.00

INTEREST TOTAL: 0.00

MISCELLANEOUS  TOTAL: 0.00

SERVICE CHARGE TOTAL: 0.00

EFT TOTAL: 0.00

BANK-DRAFT TOTAL: 0.00

TOTALS FOR POOLED CASH FUND CHECK TOTAL: 72,478.62CR

DEPOSIT TOTAL: 0.00

INTEREST TOTAL: 0.00

MISCELLANEOUS  TOTAL: 0.00

SERVICE CHARGE TOTAL: 0.00

EFT TOTAL: 0.00

BANK-DRAFT TOTAL: 0.00



12/18/2024 3:07 PM CHECK RECONCILIATION REGISTER PAGE: 1

COMPANY: 99 - POOLED CASH FUND CHECK DATE: 0/00/0000 THRU 99/99/9999
ACCOUNT: 1-1001-000 POOLED CASH OPERATING CLEAR DATE: 0/00/0000 THRU 99/99/9999
TYPE: All STATEMENT : 0/00/0000 THRU 99/99/9999
STATUS : All VOIDED DATE: 0/00/0000 THRU 99/99/9999
FOLIO: All AMOUNT : 0.00 THRU 999,999,999.99
CHECK NUMBER: 061317 THRU 061317
ACCOUNT --DATE-- --TYPE-- NUMBER --------- DESCRIPTION-----=-——-- —---AMOUNT--- STATUS FOLIO CLEAR DATE
CHECK : oo
1-1001-000 12/18/2024 CHECK 061317 DILLARD, STEVE 120.00CR  OUTSTND A 0/00/0000 02 1-1102-000 A/R - REFUNDS
TOTALS FOR ACCOUNT 1-1001-0 CHECK TOTAL: 120.00CR

DEPOSIT TOTAL: 0.00

INTEREST TOTAL: 0.00

MISCELLANEOUS  TOTAL: 0.00

SERVICE CHARGE TOTAL: 0.00

EFT TOTAL: 0.00

BANK-DRAFT TOTAL: 0.00

TOTALS FOR POOLED CASH FUND CHECK TOTAL: 120.00CR

DEPOSIT TOTAL: 0.00

INTEREST TOTAL: 0.00

MISCELLANEOUS  TOTAL: 0.00

SERVICE CHARGE TOTAL: 0.00

EFT TOTAL: 0.00

BANK-DRAFT TOTAL: 0.00
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Payroll Summary Report
Board of Directors - Agenda Date January 8, 2025

(*)

Gross Wages 11/16/2024 11/30/2024 12/14/2024
Regular $29,366.69 $29,413.26 $29,370.14
Overtime Wages $901.28 $705.99  $1,150.86
Stand By $540.00 $840.00 $840.00

Gross Wages $30,807.97 $30,959.25 $31,361.00
Cell Phone Allowance $62.50 $62.50 $62.50
Health Pay-Out $272.50 $272.50 $272.50

Total Wages $31,142.97 $31,294.25 $31,696.00

Disbursements

Net Wages $22,965.56 $23,193.50 $23,685.18
State and Federal Agencies $6,291.06  $6,219.37  $6,132.49
CalPERS $5,791.83 $5,791.83 $5,791.83
SEIU - Union Fees $136.37 $136.37 $136.37

Total Disbursements processed with Payroll $35,184.82 $35,341.07 $35,745.87
Health (Disbursed with reoccurring bills) $4,798.21  $4,798.21  $4,798.21

Total District Payroll Related Costs $39,983.03 $40,139.28 $40,544.08

(*) Previously reported in prior Board Meeting packet - provided for comparison.



Oceano Community Services District
Five Star Bank Mastercard

A/P Mastercard Credit Card Disbursement

Date Name Amount Description GL Account #
11/25/2024 |ADOBE *ADOBE 4085366000 CA $23.99 |PERMITS, FEES LICENSES 01-5-4100-248
11/02/2024 [INDEED 99655304 AUSTIN TX $337.41 [JOB ADVERTISING EXPENSE 01-5-4100-283
11/17/2024 [INTUIT *QBOOKS ONLINE CL.INTUIT.COMCA $65.00 |PERMITS, FEES LICENSES 01-5-4100-248
11/06/2024 [MICROSOFT-G064224044 REDMOND WA $1,854.00 |PERMITS, FEES LICENSES 01-5-4100-248
11/06/2024 |THE EVENT HELPER, INC. 5304776521 CA $202.00 [GRANT EXPENSES 01 5-4850-302
11/18/2024 [IN *HARVEY'S HONEY HUT 805-2359474 CA $375.22 |GRANT EXPENSES 01 5-4850-302
11/18/2024 |FD *CA DMV VFC SACRAMENTO CA $27.00 |PERMITS, FEES LICENSES 01-5-4100-248
11/18/2024 [FD *CA DMV VFC *SVC SACRAMENTO CA $0.54 |PERMITS, FEES LICENSES 01-5-4100-248
11/02/2024 |ZOOM.US 888-799-9666 SAN JOSE CA $54.39 |OFFICE EXPENSE 01-5-4100-200

Total ACH - 12/18/2024 $2,939.55
01/08/2025 Board Meeting - Five Star Bank Mastercard
$2,939.55

Online Payment - paid 12/18/2024




12/12/2024 3:15 PM

COMPANY : 99 - POOLED CASH FUND

ACCOUNT: 1-1001-000

TYPE: All

STATUS: All

FOLIO: All
ACCOUNT --DATE--

CHECK:
1-1001-000 12/11/2024
1-1001-000 12/11/2024
1-1001-000 12/11/2024
1-1001-000 12/11/2024
1-1001-000 12/11/2024
1-1001-000 12/11/2024
1-1001-000 12/11/2024

POOLED CASH OPERATING

--TYPE--

NUMBER

CHECK RECONCILIATION REGISTER

CHECK DATE:
CLEAR DATE:
STATEMENT :

VOIDED DATE:
AMOUNT :
CHECK NUMBER:

----AMOUNT---

STATUS

PAGE: 1

0/00/0000 THRU 99/99/9999
0/00/0000 THRU 99/99/9999
0/00/0000 THRU 99/99/9999
0/00/0000 THRU 99/99/9999
0.00 THRU 999,999,999.99
061289 THRU 061295

FOLIO CLEAR DATE

TOTALS FOR ACCOUNT 1-1001-0

TOTALS FOR POOLED CASH FUND

CHECK

CHECK

CHECK

CHECK

061289

061290

061291

061292

061293

061294

061295

LIVE, LLC DBA ADVANTAGE ANSWER

CHARTER COMMUNICATIONS

COASTAL COPY,

INC.

DE LAGE LANDEN FINANCIAL SERVI

DIGITAL WEST NETWORKS,

SO CAL GAS

VERIZON WIRELESS

CHECK

DEPOSIT
INTEREST
MISCELLANEOUS
SERVICE CHARGE
EFT

BANK-DRAFT

CHECK

DEPOSIT
INTEREST
MISCELLANEOUS
SERVICE CHARGE
EFT

BANK-DRAFT

INC.

TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:

TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:

196.

178.

312.

1,676.

O O OO o o

1,676.

OO OO o o

.43CR

91CR

53CR

79CR

OUTSTND

OUTSTND

OUTSTND

OUTSTND

OUTSTND

OUTSTND

OUTSTND

A 0/00/0000 01 5-4100-110 COMMUNICATIONS

A 0/00/000001 5-4100-110 COMMUNICATIONS

A 0/00/000001 5-4100-220 PROFESSIONAL SERVICES
A 0/00/0000 01 5-4100-220 PROFESSIONAL SERVICES
A 0/00/000001 5-4100-110 COMMUNICATIONS

A 0/00/000001 5-4100-290 UTILITIES

A 0/00/0000 02 5-4400-110 COMMUNICATIONS 208.88
03 5-4500-110 COMMUNICATIONS 33.94
06 5-4900-110 COMMUNICATIONS 15.67
10 5-4300-110 COMMUNICATIONS  2.61
01 5-4100-110 COMMUNICATIONS 51.69
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02 5-4400-110 COMMUNICATIONS 208.88

03 5-4500-110 COMMUNICATIONS  33.94

06 5-4900-110 COMMUNICATIONS  15.67

10 5-4300-110 COMMUNICATIONS    2.61

01 5-4100-110 COMMUNICATIONS  51.69


12/19/2024 1:03 PM CHECK RECONCILIATION REGISTER PAGE: 1

COMPANY: 99 - POOLED CASH FUND CHECK DATE: 0/00/0000 THRU 99/99/9999
ACCOUNT: 1-1001-000 POOLED CASH OPERATING CLEAR DATE: 0/00/0000 THRU 99/99/9999
TYPE: All STATEMENT : 0/00/0000 THRU 99/99/9999
STATUS: All VOIDED DATE: 0/00/0000 THRU 99/99/9999
FOLIO: All AMOUNT : 0.00 THRU 999,999,999.99
CHECK NUMBER: 061318 THRU 061319
ACCOUNT --DATE-- --TYPE-- NUMBER --------- DESCRIPTION---—-—-—-- —--—-AMOUNT--- STATUS FOLIO CLEAR DATE
CHECK: oo oo
1-1001-000 12/19/2024 CHECK 061318 AGP VIDEO INC. 785.00CR  OUTSTND A 0/00/0000 01 5-4100-220 PROFESSIONAL SERVICES
1-1001-000 12/19/2024 CHECK 061319 PACIFIC GAS & ELECTRIC 5,988.07CR  OUTSTND A 0/00/0000 01 5-4195-295 STREET LIGHTING 3,009.49
02 5-4400-290 UTILITIES 2,016.14
TOTALS FOR ACCOUNT 1-1001-0 CHECK TOTAL: 6,773.07CR o 00590 UTILITIES oo
DEPOSIT TOTAL: 0.00 01 5-4100-290 UTILITIES 569.80
INTEREST TOTAL: 0.00 01 5-4100-200 OFFICE EXPENSE  166.67
MISCELLANEOUS  TOTAL: 0.00
SERVICE CHARGE TOTAL: 0.00
EFT TOTAL: 0.00
BANK-DRAFT TOTAL: 0.00
TOTALS FOR POOLED CASH FUND CHECK TOTAL: 6,773.07CR
DEPOSIT TOTAL: 0.00
INTEREST TOTAL: 0.00
MISCELLANEOUS  TOTAL: 0.00
SERVICE CHARGE TOTAL: 0.00
EFT TOTAL: 0.00
BANK-DRAFT TOTAL: 0.00


ntoy-desmond
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01 5-4100-220 PROFESSIONAL SERVICES

ntoy-desmond
Typewriter
01 5-4195-295 STREET LIGHTING 3,009.49

02 5-4400-290 UTILITIES                2,016.14

03 5-4500-290 UTILITIES                     96.87

01 5-4200-290 UTILITIES                   129.10

01 5-4100-290 UTILITIES                   569.80

01 5-4100-200 OFFICE EXPENSE    166.67


12/19/2024 1:01 PM

COMPANY : 99 - POOLED CASH FUND

ACCOUNT: 1-1001-000

TYPE: All

STATUS: All

FOLIO: All
ACCOUNT --DATE--

CHECK:
1-1001-000 12/19/2024
1-1001-000 12/19/2024
1-1001-000 12/19/2024
1-1001-000 12/19/2024

POOLED CASH OPERATING

--TYPE--

CHECK RECONCILIATION REGISTER

CHECK DATE:
CLEAR DATE:
STATEMENT :
VOIDED DATE:

AMOUNT :

CHECK NUMBER:

----AMOUNT---

STATUS

PAGE: 1

0/00/0000 THRU 99/99/9999
0/00/0000 THRU 99/99/9999
0/00/0000 THRU 99/99/9999
0/00/0000 THRU 99/99/9999
0.00 THRU 999,999,999.99
061320 THRU 061323

FOLIO CLEAR DATE

COLONIAL LIFE AND ACCIDENT

TOTALS FOR ACCOUNT 1-1001-0

TOTALS FOR POOLED CASH FUND

CHECK

CHECK

CHECK

CHECK

061320

061321

061322

061323

FRMS CALIFORNIA BANK & TRUST F

HUMANA INSURANCE CO.

PRINCIPAL LIFE INSURANCE COMPA

CHECK

DEPOSIT
INTEREST
MISCELLANEOUS
SERVICE CHARGE
EFT

BANK-DRAFT

CHECK

DEPOSIT
INTEREST
MISCELLANEOUS
SERVICE CHARGE
EFT

BANK-DRAFT

TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:

TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:
TOTAL:

170.98CR
6,577.66CR
575.40CR
331.44CR

7,655.48CR
.00
.00
.00
.00
.00
.00

O O O o oo

7,655.48CR
0.00
.00
.00
.00
.00
.00

O O O o O

OUTSTND

OUTSTND

OUTSTND

OUTSTND

A 0/00/0000 01 2-2166-005 INS: VOLUNTARY

01 5-4100-090 INS: GROUP HEALTH/LIFE $3225.13

A 0/00/0000 01-5-4100-603 UTILITY CREW-EMP INS  $3352.53

A 0/00/0000 015-4100-090 INS: GROUP HEALTH/LIFE $278.79
01-5-4100-603 UTILITY CREW-EMP INS  $296.61

A 0/00/0000 01 5-4100-090 INS: GROUP HEALTH/LIFE $204.04
01-5-4100-603 UTILITY CREW-EMP INS ~ $127.40
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Oceano Community Services District

1655 Front Street, P.O. Box 599, Oceano, CA 93475
(805) 481-6730  FAX (805) 481-6836

Date: January 8, 2024
To: Board of Directors
From: Carey Casciola, Business and Accounting Manager

Peter Brown, General Manager

Subject:  Agenda Item 9(A): Hearing to consider protests to a proposal in Solid Waste Rates by South County
Sanitary Service Inc. (SCSS) to adjust solid waste and recycling rates by 4.98%, conduct a public
hearing, and consider authorizing adjustments to solid waste if no majority protest exists.

Recommendation
It is recommended that the Oceano Community Services District Board:

1. Conduct a Proposition 218 Public Rate Hearing for January 8, 2025, pursuant to Article XIlID of the
California Constitution.

2. Direct staff to return to the Board with amendments to the Franchise Agreement between SCSS and
OCSD.

Background

South County Sanitary Service Inc. (SCSS) provides Solid Waste, Recycling, Green Waste and Organics
Material collection services for the community of Oceano pursuant to the July 14, 2010, Franchise Agreement.
Article 8 of the agreement addresses SCSS’s compensation and rates. At a future Board meeting, amendments to
the Franchise Agreement will be considered in order to update the rate methodology and provide consistency
with proposed rates.

Per the Franchise Agreement, rates are reviewed in accordance with the “City of San Luis Obispo Rate
Setting Process and Methodology Manual for Integrated Solid Waste Management Rates” which was originally
established in 1994 (1994 Rate Manual). The 1994 Rate Manual allows for a cost-based rate adjustment every
three years and interim rate adjustments in the other two years. In interim rate periods, SCSS is limited to
adjustments based on inflation, tipping fee adjustments, and franchise or regulatory fee changes. During cost-
based rate adjustment years, SCSS is able to request adjustments due to changes in other operational costs as set
forth in the 1994 Rate Manual.

The OCSD Board voted at the November 8, 2024 meeting to approve Resolution 2024-15 to increase the
franchise fee payment from SCSS from back up to 10%. In 2020 the Board had reduced the Franchise Fees charged
to customers from 10 to 5%, in part to offset water rate increases and high solid waste fee increases experienced

at the time. Therefore, SCSS currently pays the District a franchise fee of 5% of gross revenues to cover the


https://oceanocsd.municipalcodeonline.com/book?type=resolutions#name=2024-15_Garbage_Franchise_Fee

Oceano Community Services District

Board of Directors Meeting

District’s costs related to solid waste utility management, administration, and associated programs. Then in 2022,
during the last solid waste rate increase, the Board approved using $55,000 of solid waste reserves to cover three
months of retroactivity for the customers of Oceano. As a result, District reserves have been used to support solid
waste utility management and reserves have gone from $362,434 in FY 2019-20 to $144,304 in FY 2023-24,
indicating the need to improve cost recovery in order to be able to maintain service levels. All the municipal
agencies in the County charge franchisee fees at 10%, except Cambria CSD which is currently at 6%. By increasing
the franchise fees from 5.0% back up to 10.0%, the fee revenues can be used to build back reserves, support staff
work, and to run the District’s clean and green programs. For the average residential customer using a 64 gallon
container, this Franchise Fee change from 5 to 10% amounts to $0.08 (8 cents) per month. The attached Solid
Waste Budget Worksheet includes the Solid Waste Fund’s 8-year history of revenue and expenses:

FINAL
SOLID WASTE FUND ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ESTIMATED BUDGET
SOLID WASTE DEPARTMENT - 06 FY 2017/2018  FY 2018/2019 FY 2019/20 FY 2020/21 FY 2024/25

RESERVES
Beginning Reserves $357,640 $375,044 $379,280 $362,434 $357,056 $277,262 $231,447 $144,304
Operating Surplus / (Deficit) $16,946 ($681) ($21,641) ($11,987) ($86,189) ($49,707) ($38,193) ($34,547)
Transfers & Encumbrances $458 $4,917 $4,795 $6,609 $6,395 $3,891 ($48,950) $4,338
ENDING RESERVES $375,044 $379,280 $362,434 $357,056 $277,262 $231,447 $144,304 | $114,095

As reported to the OCSD Board in 2022, SCSS and other agencies in San Luis Obispo County had previously
intended to update the annal rate adjustment methodology. The City of San Luis Obispo has been working with
Waste Connections, SCSS’s parent company, to develop and implement a new rate adjustment methodology to
replace the 30-year-old Rate Manual. The key objectives for a new rate adjustment methodology are to enhance
rate stability, predictability, fairness, transparency, ease of administration, and cost-effectiveness. The City of San
Luis Obispo contracted with R3 Consulting Group, Inc. (R3) to support development and negotiation of a new rate
adjustment methodology and the new rate adjustment methodology is available for consideration by other public
agencies in San Luis Obispo County. District staff has been following the development of the new rate adjustment
methodology, which will be presented to the Board as future amendment (early 2025) to the current Franchise
Agreement with SCSS in association with the January 8, 2025 public hearing regarding the 2025 rate adjustment.
OCSD staff support the proposed changes to the rate setting methodology because the prior one was outdated
and in need of review and update, and most importantly, because the changes support rate stability in the future,
predictability for rate payers and cost-effectiveness for providers of service and solid waste utility managers.

The City of San Luis Obispo also contracted with R3 to conduct a detailed review of the 2025 cost-based
rate applications submitted by Waste Connections to ten agencies in San Luis Obispo County, including the District.
The District received an initial rate adjustment request from SCSS on July 3, 2024, for an adjustment to the
District’s solid waste rates of 3.76% effective January 1, 2025 under the 30-year old rate methodology. However,
it is likely that the old methodology would lead to future volatility and higher annual adjustments than the new
proposed one. After R3’s review, adjustments necessary for effectuation of the new rate methodology and new
regional service enhancements, rate-stabilization going forward, improved profit and operating margins, and the


https://www.oceanocsd.org/garbage-recycling-organics
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potential for the District to adjust the franchise fee paid by SCSS to the District from 5% back to the standard 10%
of gross revenues collected in the District, the recommended 2025 rate adjustment is 4.98%. Under the 5%
franchise fee rate, the new proposed rate would be 4.72% ($0.08 savings per month per average household).

Cost-Based Rate Adjustment

R3 completed a thorough review of SCSS’ 2025 cost-based rate adjustment application and adjustments
necessary for the new recommended rate adjustment methodology. After careful review of the rate adjustment
request, and the outcomes of negotiations of a new rate adjustment methodology between the City of San Luis
Obispo and Waste Connections, R3 completed a report evaluating the 2025 rate adjustment request and the new
rate methodology (Attachment 1). R3’s review suggests that the original 3.76% adjustment effective January 1,
2025, is justifiable in accordance with the 1994 Rate Manual. R3’s report further recommends the new rate
adjustment methodology as superior for both rate payers and haulers. The corresponding rate adjustment of
4.98% will require future amendments to the Franchise Agreement and will provide key benefits to the District in
terms of rate predictability and stability and new enhanced services. The table on the following page shows the
current and proposed monthly residential solid waste and recycling rates given the recommended 4.98%
adjustment. Note that SCSS will pro-rate the rate adjustment given that Board authorization of rate adjustment
would be after January 1, 2025.

Current Recommended
Service Monthly Proposed Proposed
.. Rate 4.98% Rate Monthly Rate
Description . . .
Effective Adjustment Effective
1/1/2024 1/1/2025
32 Gallon
$20.37 $1.01 $21.38
Waste Wheeler
64 Gallon
$29.31 $1.46 $30.77
Waste Wheeler
96 Gallon
$57.38 $2.86 $60.24
Waste Wheeler
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New Rate Adjustment Methodology

The City of San Luis Obispo, in its capacity as the lead agency on the solid waste rate adjustment
methodology update process, and in partnership with Los Osos Community Services District and Waste
Connections, completed negotiations and arrived at tentative agreement with Waste Connections regarding the
terms and conditions of a new rate adjustment methodology. The outcome was the result of extensive good faith
negotiations between the City of San Luis Obispo and Waste Connections, with due consideration to input
provided by other public agency stakeholders, including input made by the Oceano Community Services District
staff. Since final details of the negotiation were not completed until later in December of 2024, there was not
adequate time for staff and legal analysis of proposed Franchise Agreement (FA) amendments to be adopted at
this meeting, therefore FA amendments will be considered by the Board later in 2025. Exhibit E summarizes the
methodology going forward.

Pending Board approval, the new rate adjustment methodology will replace the 1994 Rate Manual and
will regulate annual rate adjustments for the District’s solid waste rates starting in 2026. The new methodology
fulfills key objectives including rate stability, predictability, fairness, transparency, ease of administration, and
cost-effectiveness. Additionally, the new methodology can be applied on a regional scale and is available as a
recommended alternative to the 1994 Rate Manual for all agencies, including the District. The key features of the
new methodology include:

o Capped CPI Adjustments: Starting in 2026, rate adjustments will be based on the Garbage and
Trash CPI, with a floor of 2% and a cap of 5%. Amounts under 2% or over 5% will carry forward.
The CPI adjustment will apply to Waste Connections’ collection and post-collection cost centers.

o Revenue Balancing Mechanism: Starting in 2027, adjustments to rates will account for shortfalls
or surpluses in Waste Connections’ actual revenues compared to projected revenues from prior
years. For example, if Waste Connections’ 2025 revenues exceed projections, the amount of
surplus revenues will be credited to the rates in 2027 (and vice versa), achieving fairness in
compensation and rates for the company and for ratepayers. Such adjustments would take place
annually and will be independent of the CPI cap and floor noted above. It should be noted that
SCSS’s 2023 net income was such that, were a revenue balancing mechanism in place at the time,
surplus revenues would have been carried forward to the 2025 rate year and would have offset
the forthcoming rate adjustment.

. Less Frequent Cost-Based Adjustments: Currently, solid waste rates are adjusted based on the
1994 Rate Manual every three years on Waste Connections’ costs. Via the new methodology, cost-
based adjustments would occur a maximum of every five years, and only if requested by Waste
Connections or the District. The first opportunity for a cost-based adjustment will be for the 2030
rate year. If neither Waste Connections nor the District request a cost-based adjustment, then the
CPI adjustment approach will be applied. Cost-based adjustments will be based on Waste
Connections’ consolidated audited financial statements for the region. Timeframes for cost-based
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adjustment application and review process will be ample, such that the District will have sufficient

time for review and approval processes and such that the potential for delay in implementation

is minimized.

. Updated Depreciation Lifespan for Trucks: The 1994 Rate Manual set a 7-year depreciation
schedule for solid waste collection trucks. Modern solid waste collection trucks have a 10-year
lifespan, and the depreciation schedule was adjusted accordingly and results in cost savings to
rate payers.

. Updated Profit Allowance: The 2025 rate adjustment will include a 9% profit allowance of
projected collection costs and in 2026 and thereafter the profit allowance will be 10%. For
context, the 2025 profit allowance is approximately 5% of revenues and R3 estimates that the
2026 profit allowance will be approximately 5.5% of revenues.

o Removed Limitation on Corporate Overhead: The 1994 Rate Manual placed a limitation on
corporate overhead costs. Today, corporate overhead costs fund legal, tax, payroll, human
resources, engineering, compliance, IT, training and recruiting programs. The District and Waste
Connections agreed to remove the prior limitation in order to fund these services.

o Extraordinary Adjustments: The California Air Resources Board (CARB) Advanced Clean Fleets
(ACF) regulation is requiring all solid waste collection trucks to be zero emissions in 2042. This
includes a phased in plan to get the percentage of the fleet to be zero emission vehicle (ZEV) with
10% by 2030, 25% by 2033, 50% by 2036,75% by 2039 and 100% by 2042. During CPI Adjustment
years, Waste Connections may request extraordinary rate adjustments due to changes in law
affecting collection operations, including for compliance with CARBS’s ACF electrification
mandate (which may necessitate change to depreciation schedules). The District may, but is not
obligated to, consider requests for extraordinary rate adjustments due to changes in law affective
post-collection operations. Requests for extraordinary change are subject to good faith meet and
confer negotiations between the District and Waste Connections.

o Regional Service Enhancements:

. Customer Assistance Program: 20% low-income discount provided to residential
customers using 32-gallon cart service, using existing jurisdictional practices on low-
income relief for their offered utility type services with evidence of qualifying financial
hardship.

° Free Bulky Waste Collections: Collection of one free bulky waste item twice annually from
SCSS and five free extra trash items from the Oceano CSD annually from residential
accounts at no cost via the District’s voucher program.

. Annual Cart Exchange: Once annual exchange of a residential solid waste, recycling, or
organics cart per customer account.

Per R3’s report, the key factors affecting the 2025 rate adjustment are summarized as follows:
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e A doubling of post-collection costs for organics processing since 2022 due to updated costs for processing
infrastructure to meet the requirements of Senate Bill (SB) 1383.

e Market rate adjustment of post-collection costs for landfill disposal, which have remained flat since 2016.
Landfill disposal costs have been below market at $41 per ton since 2016 and will increase to a fair market
cost of $70 per ton in 2025.

e Cost-of-living changes in collection costs, which include labor, capital, operating expenses, insurance and
overhead costs, for 2025 increases over 2024 amounting to approximately 4.21%.

e Additional costs for regional service enhancements, described above, which add 0.50% to the 2025 rate
adjustment.

Taken altogether, and including appropriate adjustments to SCSS’ original request to achieve the objectives of the
new rate methodology, the 2025 rate adjustment effective January 1, is 4.98% as shown in the table below:

Original Adjustment per 1994 Rate Manual 3.76%
Revised Depreciation Schedule -1.33%
Remove Limitation on Corporate Overhead 1.51%
Regional Service Enhancements 0.50%
Updated Profit Allowance 0.23%
Updated and Recalculated Franchise Fee 0.31%
Revised Adjustment for New Methodology 4.98%

Article 8.2 of the franchise agreement provides that “Collection Rates” are “those established by Resolution
adopted by the Board.” The public hearing recommended for January 8, 2025, will include a resolution for your
Board’s consideration. The hearing will be conducted in accordance with Article XIlID (Proposition 218). At this
time, the proposed recommendations are limited in order to formally initiate the rate setting process, which the
District is compelled to initiate under the terms of the franchise agreement.

Other Agency Involvement

Neighboring cities that also have franchise agreements with SCSS have conducted similar reviews and will
also be holding public hearings in accordance with Proposition 218.

Other Financial Considerations

The District currently receives franchise fee income of approximately $69,000 per year based on a
franchise fee of 5% of SCSS gross rate revenues collected in the District. If the District changes the franchise fee
to 10.0% of SCSS gross rate revenues collected in the District, franchise fee revenues in 2025 would be
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approximately $138,000 and the District could begin to rebuild reserves and pay for ongoing staff costs and
enhanced customer services (e.g. bulky item pickups). SCSS passed through to the District a landfill savings of
approximately $11,100. These fees are used to sponsor community clean up events, the bulky item voucher
program and to deal with illegal dumping activities throughout the community. The proposed rates contemplate
Board direction to adjust the franchise fee to 10%, and those rates will be included in the Draft Proposition 218
notice.

Results

Initiating the rate review process and holding a hearing on January 8, 2025, is consistent with the franchise
agreement with SCSS. Proposition 218 promotes transparency in rate setting efforts and helps to promote well
governed communities.

Attachments:
a. R3 Rate Report
b. SCSS 2025 Rate Adjustment Application
c. Draft Resolution
d. Prop 218 Notice - English & Spanish
e. Annual Rate Adjustment Methodology
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Ms. Meg Buckingham

Solid Waste and Recycling Coordinator
Public Utilities

879 Morro, San Luis Obispo, CA 93401

submitted via email: mbuckin@slocity.org
SUBJECT: New Solid Waste Rate Adjustment Methodology and 2025 Rates

Dear Ms. Buckingham and Participating Agencies,

R3 Consulting Group, Inc. (R3) was engaged by the City of San Luis Obispo (City) to provide solid
waste consulting services via two engagements supporting the City’s negotiations of a new solid
waste services agreement with Waste Connections, the solid waste hauler. R3 was originally
engaged by the City to work in collaboration with Los Osos Community Services District and Waste
Connections to update the methodology for annual adjustments to the solid waste rates charged by
Waste Connections. The key objectives for updating the rate adjustment methodology were to
enhance rate stability, predictability, fairness, transparency, ease of administration, and cost-
effectiveness.

As that engagement proceeded, eight other agencies in San Luis Obispo County (the City of Arroyo
Grande, the City of Grover Beach, the City of Pismo Beach, Avila Beach Community Services
District, Cambria Community Services District, Cayucos Sanitary District, Nipomo Community
Services District, and Oceano Community Services District — altogether “Participating Agencies” or
“Agencies”) were included as stakeholder participants in the development of new rate adjustment
methodology. With the inclusion of these additional Agencies, objectives for the engagement were
updated to include regional scale applicability of the new rate adjustment methodology. R3 was then
engaged by the City to review Waste Connections’ rate adjustment requests for the 2025 rate year
on behalf of all ten Agencies with the objective of determining 2025 solid waste rates that would an
appropriate starting point for a new rate adjustment methodology starting in 2026.

The City of San Luis Obispo served as the lead contracting agency for both engagements, providing
primary oversight and direction of R3’s work. Input and feedback were also sought from the other
nine Agencies, and the results reflect their stakeholder input. Ultimately, the outcomes of both
engagements are the conclusion of good faith contract negotiations between the City and Waste
Connections. In summary, the City and Waste Connections have tentatively agreed to updated
terms and conditions for annual rate adjustment which fulfill key objectives while also securing
enhanced services that will protect low income households, prevent illegal dumping, and clean solid
waste collection containers. The new rate adjustment methodology and enhanced services also
resulted in updated adjustments to solid waste rates for 2025.

The City intends to recommend a new agreement with Waste Connections to the City Council that
will include the new rate adjustment methodology and enhanced services along with the 2025
adjustments to solid waste rates. In keeping with the objective for the results to be applicable on a
regional scale, Waste Connections is willing to offer the new rate adjustment methodology and
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select enhanced services to the other nine Agencies at the updated 2025 adjustments to solid waste
rates.

R3 would like to recognize that this has been a significant undertaking, and we’d like to thank the City of
San Luis Obispo, Waste Connections, Los Osos Community Services District, and Participating Agencies
for your involvement in providing feedback during this process. In closing, R3 recommends City and
stakeholder consideration of the revised 2025 rates and the new rate adjustment methodology as a
means of achieving shared rate fairness, stability, and predictability objectives. Here’s what Waste
Connections has shared regarding the outcomes:

“San Luis Garbage (SLG) had the opportunity to negotiate with the City of San Luis Obispo on the
re-write of the 1994 rate-making manual. The goal of this endeavor was to simplify and
streamline the rate-making process for all parties and provide an improved model going forward
for potential refuse collection rate changes. The process included a considerable amount of
discussion and analysis and although arduous at times, SLG feels the negotiations were
performed in good faith, were collaborative in nature and carried out with mutual respect. In
addition to updating the rate-making methodology, both parties took the opportunity to establish
some new service enhancements that will discourage illegal dumping, provide cart cleaning
exchanges, and offer rate relief for low-income customers. SLG believes the outcome of the
negotiation has provided a much-improved rate-review process for the City of San Luis Obispo
and other cities currently under the old rate-making methodology which will ultimately allow for an
easier path to fair and reasonable rates for all customers.”

* * * * * * *

We appreciate the opportunity to be of service to the City and would like to thank the City and the
Participating Agencies for their involvement and feedback. We would also like to recognize Waste
Connections staff for being communicative and responsive to requests for information during the
process.

Sincerely,

1 I|'I e 1
PN N IR

\:- '['h H\ nj::.\
Garth Schultz | Principal
R3 Consulting Group, Inc.

510.292.0853 | gschultz@r3cgi.com
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1. EXECUTIVE SUMMARY

New Rate Adjustment Methodology

The City of San Luis Obispo, in its capacity as the lead agency on the solid waste rate adjustment
methodology update process, and in partnership with Los Osos Community Services District and Waste
Connections, completed negotiations and arrived at tentative agreement with Waste Connections
regarding the terms and conditions of a new methodology. The outcome was the result of extensive good
faith negotiations between the City and Waste Connections, with due consideration to input provided by
other public agency stakeholders.

Pending City Council approvals, the new methodology will replace the 1994 Rate Setting Process
and Methodology Manual for Integrated Solid Waste Management Rates (1994 Rate Manual) and
will regulate annual rate adjustments for the City’s solid waste rates starting in 2026.

The new methodology fulfills key objectives established by the City and Waste Connections, including
rate stability, predictability, fairness, transparency, ease of administration, and cost-effectiveness.
Additionally, in response to requests by other Agencies that contract with Waste Connections in San Luis
Obispo County, the new methodology can be applied on a regional-scale and is available as
recommended alternative to the 1994 Rate Adjustment Manual for those Agencies.

The key features of the new methodology include:

CPI Adjustments: Starting in 2026, rate adjustments will be based on the Garbage and Trash
CPI, with a floor of 2% and a cap of 5%. Amounts under 2% or over 5% will carry forward. The
CPI adjustment will apply to Waste Connections’ collection and post-collection cost centers.

Revenue Balancing Mechanism: Starting in 2027, adjustments to rates will account for
shortfalls or surpluses in Waste Connections’ actual revenues compared to projected revenues
from prior years. For example, if Waste Connections’ 2025 revenues exceed projections, the
amount of surplus revenues will be credited to the rates in 2027 (and vice versa), achieving
fairness in compensation and rates for the company and for ratepayers. Such adjustments would
take place annually and will be independent of the CPI cap and floor noted above (there is no cap
on these amounts).

Less Frequent Cost-Based Adjustments: Currently, solid waste rates are adjusted based on
the 1994 Rate Adjustment Manual every three years on Waste Connections’ costs. Via the new
methodology, cost-based adjustments would occur a maximum of every five years, and only if
requested by Waste Connections or the City. The first opportunity for a cost-based adjustment
will be for the 2030 rate year. If neither Waste Connections nor the City request a cost-based
adjustment, then the CPI adjustment approach will be applied. Cost-based adjustments will be
based on Waste Connections’ consolidated audited financial statements for the region.
Timeframes for cost-based adjustment application and review process will be ample, such that
the City will have sufficient time for review and approval processes and such that the potential for
delay in implementation is minimized. These timeframes will be delineated in the forthcoming
amendment to the agreement with Waste Connections.

Updated Depreciation Lifespan for Trucks: The 1994 Rate Manual set a 7-year depreciation
schedule for solid waste collection trucks. Modern solid waste collection trucks have a 10-year
lifespan, and the depreciation schedule was adjusted accordingly.

Updated Profit Allowance: The 2025 rate adjustment will include a 9% profit allowance of
projected collection costs and in 2026 and thereafter the profit allowance will be 10%. The
updated profit allowance is in-keeping with industry standard ranges for solid waste services. For
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context, the 2025 profit allowance is approximately 5% of revenues and we estimate that the
2026 profit allowance will be approximately 5.5% of revenues. Profit will not be allowed on post-
collection costs.

Removed Limitation on Corporate Overhead: The 1994 Rate Manual placed a limitation on
corporate overhead costs. Today, corporate overhead costs fund legal, tax, payroll, human
resources, engineering, compliance, IT, training and recruiting programs. The City and Waste
Connections agreed to remove the prior limitation in order to fund these services. In the near-
term, compensation to Waste Connections for corporate overhead will be limited by the CPI
adjustment noted above. Cost-based adjustments to corporate overhead are possible in 2030,
and will be subject to review, justification, and potential limitation at that time.

Extraordinary Adjustments: The California Air Resources Board (CARB) Advanced Clean
Fleets (ACF) regulation is requiring all solid waste collection trucks to have zero emissions by
2042. This includes a phased in plan to get the percentage of the fleet to be zero emission
vehicle (ZEV) with 10% by 2030, 25% by 2033, 50% by 2036,75% by 2039 and 100% by 2042.
During CPI Adjustment years, Waste Connections may request extraordinary rate adjustments
due to changes in law affecting collection operations, including for compliance with CARB’s ACF
zero emission mandate (which may necessitate change to depreciation schedules). The City
may, but is not obligated to, consider requests for extraordinary rate adjustments due to changes
in law affecting post-collection operations. Requests for extraordinary change are subject to good
faith negotiations between City and Waste Connections.

New Service Enhancements

During negotiations, the City and Waste Connections also took the opportunity to establish new service
enhancements that will discourage illegal dumping, provide cart cleaning exchanges, and offer rate relief
for low-income customers. The below service enhancements are available to the other Agencies that
approve the new rate adjustment methodology in association with adjusted 2025 solid waste rates:

Customer Assistance Program: 20% low-income discount provided to residential customers
using 32-gallon cart service, using existing jurisdictional practices on low-income relief for their
offered utility type services with evidence of qualifying financial hardship.

Free Bulky Waste Collections: Collection of a bulky waste item twice annually from residential
accounts at no separate cost, via clean-up week or voucher program depending on existing
program.

Annual Cart Exchange: Once annual exchange of a residential solid waste, recycling, or
organics cart per customer account.

2025 Rate Adjustments

As a result of the above, Waste Connections’ 2025 rate adjustment request was revised from a 9.29%
increase to a 9.89% increase in solid waste rates, effective January 1, 2025 (and prior to other rate
structure adjustments that the City and Waste Connections may enact). When the new rate methodology
changes and service enhancements are equally applied to the other regional Agencies, the results are as
shown in Table 1 on the following page. Additional details are included in Section 3 of this report.
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Table 1: 2025 Rate Adjustments

Agency Original Revised
City of San Luis Obispo 9.29% 9.89%
City of Arroyo Grande 3.97% 4.92%
Los Osos CSD 12.47% 13.18%
City of Pismo Beach 3.97% 4.82%
Cambria CSD 12.78% 12.59%
City of Grover Beach 3.97% 5.02%
Nipomo CSD 3.23% 5.04%
Oceano CSD 3.76% 4.98%
Cayucos SD 12.47% 14.32%
Avila Beach CSD 3.97% 4.60%
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2. BACKGROUND

1994 Rate Manual

The 1994 Rate Manual is a 120-page document that provides step-by-step directives regarding annual
adjustments to solid waste rates in the City. Though the 1994 Rate Manual specifically references the
City of San Luis Obispo, other agencies in San Luis Obispo County (including the nine Agencies
referenced in this report) also follow the 1994 Rate Manual for annual adjustments to solid waste rates.

The 1994 Rate Manual established a three-year cycle for adjustments to solid waste rates. The first year
of each three-year cycle (called a “base year”) adjusted rates based on the documented costs of
providing solid waste services. In the second and third years, solid waste rates were adjusted in
accordance with external indicators, such as the Consumer Price Index (CPI).

While the 1994 Rate Manual was an appropriate approach to annually adjusting solid waste rates at the
time, changing regulatory conditions and modern best practices in solid waste rate setting indicate that
the prior approach has outlived its usefulness. In particular, cost-based adjustments on a fixed three-year
cycle are no longer the industry norm. Most solid waste rate adjustment methodologies in California today
either do not include regular cost-based adjustments or do so less frequently. When allowed, cost-based
adjustments are typically the result of extraordinary changes in cost due to factors like changes in law or
other uncontrollable factors (such as China’s National Sword Policy in 2017 and the COVID pandemic in
2020). Additionally, step-by-step instructions and timelines in the 1994 Rate Manual are outdated and do
not contemplate current approaches to public noticing, public hearings, and review timelines for
authorizing rate adjustments.

RFQ for New Rate Adjustment Methodology

Recognizing the limitations of the 1994 Rate Manual, the City and Los Osos Community Services District
issued a request for quotes (RFQ) in early 2024 seeking a consultant to develop a new rate adjustment
methodology. Pursuant to the RFQ process, R3 was awarded an agreement to provide support in
developing a new rate adjustment methodology.

Rate Adjustment History

Rate adjustments experienced by the City and participating Agencies have varied significantly in the prior
ten years from 2015 through 2014, as shown in Table 2, on the following page. As shown in the table,
rate adjustments by agency have varied from 0% (most Agencies in 2015) to over 20% (most Agencies in
2022).

There are important reasons for these variances, primarily related to the unfunded State mandates of SB
1383 (Short-lived Climate Pollutants Act) which required all agencies in California to implement programs
to recover and recycle organic waste to reduce methane emissions from landfills. While rate adjustments
were necessary to fund the required SB 1383 programs, the combination of new costs with the three-year
cost-based adjustment approach in the 1994 Rate Manual resulted in rate adjustment spikes in 2016,
2019, and 2022. Overall, across the Agencies, the average annual rate adjustment from 2015 through
2024 has been 6.76%.

One important objective of the new rate adjustment methodology is to minimize the recurrence of such
spikes by reducing the frequency of cost-based rate adjustments. From R3’s experience implanting new
rate methodologies with other clients, the result has been stable and predictable annual rate adjustments.
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Table 2: 2015 — 2024 Rate Adjustments by Agency

Agency 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
gg?ls(;];san Luis 0.00% 5.25% 1.00% 1.60% 13.70% 1.70% 0.70% 17.75% | 9.10% 3.00%
g:gn%feArroyo 0.00% 3.25% 1.00% 1.60% 10.06% 1.70% 0.70% 22.19% | 9.10% 3.00%
Los Osos CSD 2.00% 10.37% 1.00% 1.60% 25.74% 1.70% 0.70% | 41.87% | 7.70% 2.70%
City of Pismo Beach | 0.00% 3.25% 1.00% 1.60% 10.06% 1.70% 0.70% 22.19% | 9.10% 3.00%
CambriaCSD 1.92% | 9.93% | 1.00% | 1.60% | 25.32% | 1.70% | 0.70% | 41.50% | 9.10% | 3.00%
(B:Iet;/COrTGI’OVEI’ 0.00% 3.25% 1.00% 1.60% | 10.06% | 1.70% 0.70% | 22.19% | 9.10% 3.00%
Nipomo CSD 0.00% 0.00% 1.00% 1.60% | 15.08% | 1.70% 0.70% | 21.27% | 9.10% 3.00%
Oceano CSD 0.00% | 3.25% | 1.00% | 1.60% | 10.06% | 1.70% | 0.70% | 21.03% | 9.10% | 3.00%
Cayucos SD 2.00% | 27.39% | 1.00% 1.60% | 26.43% | 1.70% 0.70% | 43.30% | 9.10% 3.00%
Avila Beach CSD 0.00% 3.25% 1.00% 1.60% | 10.06% | 1.70% 0.70% | 22.19% | 9.10% 3.00%

Financial Statement History

There are three Waste Connections business units serving the ten participating Agencies (San Luis

Garbage, Mission Country Disposal, and South County Sanitary Service). Each business unit prepares

annual audited financial statements which are used as the basis for base year rate applications to the

Agencies. R3 analyzed Waste Connections’ audited financial statements for the six years from 2018

through 2023 to evaluate profit achievement, with the results summarized in Table 3, below. Table 3 also

includes estimated profit achievement in 2024 (still underway) and for 2025 (prior to 2025 rate

adjustments).

Table 3: 2018 — 2023 Profit Achievement
Business Unit 2018 2019 2020 2021 2022 2023 2024 2025
San Luis Garbage -13.84% | -16.84% | -9.66% | -3.41% | 12.47% | 6.30% | -0.64% | -6.62%
Mission Country Disposal -19.26% | -30.77% | -9.28% | -19.84% | -10.21% | 2.47% | -4.09% | -8.95%
South County Sanitary Service 5.38% 1.40% 0.25% | -5.56% | 5.93% | 15.85% | 8.43% 2.38%
Overall -1.22% | -12.45% | -5.22% | -7.88% | 4.66% 9.67% 2.61% | -3.16%
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As shown in Table 3, in total across all three business units, Waste Connections operated without any net
income between 2018 and 2021, with net positive profitability being achieved in 2022 and 2023. Profit
achievement varied by business unit, with South County Sanitary Service consistently experiencing
greater profit achievement and Mission Country Disposal consistently experiencing lesser or no profit
achievement. This is one of the key reasons that rate adjustments for the Agencies served by Mission
Country Disposal (Cambria Community Services District, Cayucos Sanitary District, and Los Osos
Community Services District) were higher than the other Agencies in 2019 and 2022.

Table 3 also shows that projected profit achievement in 2024 will be lower than 2023, which is primarily
the result of Waste Connections incurring increased landfill disposal costs (provided by a related party)
and increased organics processing costs (provided by a non-affiliated third party processor). Projected
profit achievement for 2025 — which, importantly, is prior to 2025 adjustments to solid waste rates —
demonstrates no net profit for San Luis Garbage and Mission County Disposal and low net income for
South County Sanitary Service. Overall, without adjustments to rates, Waste Connections service to the
Agencies in 2025 will not yield net income.

It should be noted that Waste Connections allocates costs between business units based on allocation
metrics that include vehicle operating hours, number of solid waste containers, and number of customer
accounts. While such metrics are useful means of allocating costs, they do not necessarily represent the
exact cost of providing service within a given business unit.

Rate Comparison

R3 compared current 2024 solid waste rates for the Agencies to rates in other jurisdictions in San Luis
Obispo County, Santa Barbara County, and Monterey County. The results are shown in Table 4, below
and on the following page, and are organized in ascending order by 32-gallon monthly rate (common
residential subscription level).

Table 4: Regional Comparison of Monthly Rates

Agency 20 Gallon 32 Gallon 64 Gallon | 96 Gallon ZYC;(?;C
Oceano CSD N/A $20.37 $29.31 $57.39 $128.75
San Luis Obispo $14.74 $23.53 $47.06 $70.59 $185.21
Pismo Beach N/A $23.76 $47.56 $71.33 $166.02
Grover Beach N/A $24.23 $32.74 $41.23 $147.95
Arroyo Grande N/A $27.33 $35.52 $43.73 $167.65
Nipomo CSD N/A $27.57 $39.52 $51.81 $136.62
Avila Beach CSD N/A $28.31 $46.78 $65.24 $177.68
Santa Barbara County Zone 4 Lompoc N/A $31.41 $36.13 $40.70 $179.98
Cayucos SD N/A $32.60 $38.52 $44.48 $184.32
Santa Barbara County Zone 5 N/A $33.03 $37.84 $42.46 $192.87
City of Atascadero N/A $33.67 $52.80 $66.35 $172.24
San Miguel N/A $34.13 $53.80 $72.88 $124.12
Santa Barbara County Zone 4 Santa Ynez N/A $34.33 $42.62 $50.77 $254.11
City of Morro Bay $22.21 $35.54 $71.07 $106.63 $265.30
Solvang N/A $36.28 $45.20 $54.69 $256.55
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Agency 20 Gallon 32 Gallon @64 Gallon | 96 Gallon ZYC;l:é)éc
Goleta N/A $37.39 $41.88 $48.35 $240.10
Templeton N/A $38.73 $54.63 $60.41 $149.58
Los Osos CSD $27.74 $39.45 $60.57 $64.96 $228.72
Buellton N/A $40.51 $48.40 $56.38 $281.13
Cambria CSD N/A $41.52 $83.03 $124.55 $201.94
King City $32.43 $42.83 $53.68 $63.52 $288.00
Santa Barbara County Zone 2 N/A $43.25 $54.66 $65.92 $259.61
City of Paso Robles $38.15 $43.32 $57.42 $63.59 $188.36
Santa Barbara County Zone 3 N/A $45.22 $51.52 $57.75 $215.72
MRWMD $38.28 $46.54 $72.92 $91.20 $277.20
City of Santa Barbara N/A $48.26 $59.82 $71.38 $277.66
WM Area (Formerly Mid-State) N/A $48.72 $71.31 $93.84 $214.46
Santa Barbara County Zone 1 N/A $56.60 $62.86 $69.25 $256.74
Santa Maria N/A N/A $38.74 $47.87 $166.72

Table 4 demonstrates that solid waste rates for the City and other Participating Agencies compare
favorably to others in the region. Charts 1 through 4, below and on the following pages, show the
information from Table 4 in graphical format.

Chart 1: Regional Comparison of Monthly 32-gallon Cart Rates
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Chart 1, which is organized in ascending order of 32-gallon monthly rate, demonstrates that the rates for
32-gallon monthly service (the most subscribed residential service level) for all Participating Agencies
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Background

other than Cambria Community Services District, Cayucos Sanitary District, and Los Osos Community
Services District are the lowest in the region. Chart 2 shows how 64-gallon monthly rates compare.

Chart 2: Regional Comparison of Monthly 64-gallon Cart Rates
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Chart 3: Regional Comparison of Monthly 96-gallon Cart Rates
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Background

Charts 3 and 4 keep the same ordering as Charts 1 and 2 and show how large residential 96-gallon
service and commercial two (2) cubic yard bin service compare with the region. Overall, while exceptions
exist, rates for solid waste service for the City and the Participating Agencies are among the lowest in the
region, including San Luis Obispo County, Santa Barbara County, and Monterey County.

Chart 4: Regional Comparison of Monthly 2 Cubic Yard Rates

$350
$300
$250
$200
$150
$100
$50

$0 : E E E E A

NS5 S5 9002020022835 0s022820852C08

U’%%%EU)WCWCmSCD‘E%mbQchQC§GE’CE

O 2 OO 3 S © D > S5 9 0 =0 > 9 > o =2 >

o 9 O © o 2 ° & 2 o = ° = o} CDOOOEL 3 =

c0o®RBM 505080920830 Fgyg2Zsgescoxrorx 20T

m.wgiogmmamﬁgmo“’ mwmﬁxmomE(s@cst

553228833 X0H = ~ O E 525 SE3xa

CLD)_ID_.LSECDQL)Q»— QB (%)) © o pn Qo %OQU)

c O = 8 S ©O = o O S e 5 T

< = > - 0n =

3 S o m > o= m °m — o O

<s S0 g°© gs2g 299

c c c c O ¢ 2 g €

] ] ] ] ] 5) ]

n n n n n %U)

City of San Luis Obispo | New Solid Waste Rate Adjustment Methodology and 2025 Rates 90f19 R5



Waste Connections submitted base year rate applications to the Agencies for rates effective January 1,
2025.1 Those rate applications were prepared in accordance with the 1994 Rate Manual, with
modification for an effectiveness date of January 1, 2025, instead of the October 1, 2024 date that
otherwise would have been the effective date given strict adherence to the 1994 Rate Manual. In simple
terms, the applications project future 2025 costs for providing solid waste services based on the actual
costs of providing services as follows:

Actual results for the most recently completed year (2023), which are based on the audited
financial statements.

Projected results for the current year (2024), which are to be based on year-to-date information
available at the time the application is submitted.

Projected results for the next year (2025).

Adjustments to solid waste rates are then calculated based on the projected 2025 revenue requirement,
which is the sum of:

Allowed costs.
Allowable operating profit.
Pass through costs.

In reviewing the 2025 base year rate applications for the Agencies, R3:

Checked calculations for mathematical accuracy and consistency.
Tied projected costs back to the 2023 audited financial statements.

Evaluated the root causes of extraordinary changes in cost for landfilling and organics
processing.

Reviewed 2024 revenues year to date to determine accuracy of projected revenues at current
rates for 2025.

Proposed adjustments to solid waste collection vehicle depreciation lifetimes.

A summary of Waste Connections’ original 2025 base year rate adjustments per the applications
submitted to the Agencies is included as Attachment 1.

It should be noted that Waste Connections’ base year rate applications are made at the business unit
level (San Luis Garbage, Mission Country Disposal, and South County Sanitary Service) with no
allocation of projected costs to individual Agencies served by those business units. Rather, the base year
rate adjustment applications use total costs and revenues for those business units to calculate rate
adjustments for the individual Agencies. For the purposes of our analysis, and as documented in
Attachment 1, R3 allocated projected expenses by agency in accordance with proportion of revenues —
this allocation approach is what the base year rate application achieve in practice, and the result is an
exact match to the rate adjustment calculations included in the base year rate applications for each
agency.

1 Authorization of the January 1, 2025 rate adjustments are expected to occur after that date. Waste
Connections will prorate adjustment amounts on customer bills to account for the timing difference.
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R3 thoroughly reviewed the figures included in the 2025 rate adjustment calculations, as well as
supporting documentation requested of Waste Connections during the review process and found that
Waste Connections’ rate applications were accurate and in accordance with the 1994 Rate Manual. The
rate adjustments shown in Table 5 on the following page are the correct rate adjustments per the 1994
Rate Manual and are the default rate adjustments effective January 1, 2025, if the City and the
Participating Agencies do not move forward with revisions to the 2025 rates in accordance with the new
rate adjustment methodology.

Table 5: 2025 Rate Adjustments Per 1994 Rate Manual

City of San Luis Obispo 9.29%
City of Arroyo Grande 3.97%
Los Osos CSD 12.47%
City of Pismo Beach 3.97%
Cambria CSD 12.78%
City of Grover Beach 3.97%
Nipomo CSD 3.23%
Oceano CSD 3.97%
Cayucos SD 12.47%
Avila Beach CSD 3.97%

In negotiating the terms and conditions of a new rate adjustment methodology starting in 2026, the City
and Waste Connections made the following revisions to the 2025 base year rate adjustments:

Updated Depreciation Lifespan for Trucks

The 1994 Rate Manual set a 7-year depreciation schedule for solid waste collection trucks. Modern solid
waste collection trucks have a 10-year lifespan, and the depreciation schedule was adjusted by Waste
Connections accordingly. Table 6, on the following page, shows the dollar magnitude of this change and
the effect on the 2025 rate adjustment, with the effect being a reduction in the rate adjustment calculation
ranging from 1.33% to 1.62%, depending on agency. Differences in effect by agency are the result of
business unit allocations described earlier in this report.
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New Rate Adjustment Methodology and 2025 Rates

Table 6: Change in Depreciation Lifespan

Los Osos
CSD
Cambria
CSD
Cayucos
SD

2
=
4
c
©
(99}

Original

Depreciation $1,338,367 $376,989 | $295,515 | $131,502 | $398,063 | $316,350 | $236,919 | $225,376 | $114,616 $26,441

Revised
Depreciation 1,125,720 317,545 248,918 110,766 336,460 267,393 200,254 190,498 96,879 22,349

Change in

Calculations (212,647) (59,444) | (46,597) | (20,735) | (61,603) | (48,957) | (36,665) | (34,878) | (17,737) (4,092)
Effect on

Rate -1.47% -1.62% | -1.62% | -1.62% | -1.33% | -1.33% | -1.33% | -1.33% | -1.33% | -1.33%
Adjustment

Removed Limitation on Corporate Overhead

The 1994 Rate Manual placed a limitation on corporate overhead costs. Today, corporate overhead costs
fund legal, tax, payroll, human resources, engineering, compliance, IT, training and recruiting programs.
The City and Waste Connections agreed to remove the prior limitation in order to fund these services.
Table 7, below, shows the effect of removing the prior limitation on corporate overhead. Differences in
effect by agency are the result of different original proportionate amounts of corporate overhead between
Agencies. In the near-term, compensation to Waste Connections for corporate overhead will be limited by
the CPI adjustment noted above. Cost-based adjustments to corporate overhead are possible in 2030,
and will be subject to review, justification, and potential limitation at that time.

Table 7: Change in Corporate Overhead

X% 8 © %)

5 e Sn 3

= O q ED =

= w O O >0

®© o © ]

7)) = O (@)
Original
Corporate $246.296 | $46.213 | $36,226 | $16,120 | $93.625 | $74,406 | $55724 | $53,009 | $26,958 | $6.219
Overhead
Revised
Corporate 430378 | 80753 | 63301 | 28168 | 163,600 | 130,017 | 97,371 | 92,627 | 47,106 | 10,867
Overhead
Change in 184,082 | 34540 | 27075 | 12048 | 69975 | 55611 | 41,648 | 39,619 | 20148 | 4648
Calculations
if;jeucsttﬁ]”esf‘te 1.28% | 0.94% | 0.94% | 0.94% | 151% | 151% | 151% | 1.51% | 1.51% | 1.51%
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New Rate Adjustment Methodology and 2025 Rates

50% Cost Share for Regional Service Enhancements

Waste Connections is offering new service enhancement to the benefit of the City and the Agencies

including:

Collection of a bulky waste item twice annually from residential accounts at no cost, via clean-up
week or voucher program depending on existing program.
Once annual exchange of a residential solid waste, recycling, or organics cart per customer
account.

Waste Connections has estimated the annual cost of offering these service regionally and is proposing

recovery of 50% of the projected costs via the 2025 rate adjustment. The City and Waste Connections
have tentatively agreed to this cost sharing as part of the new agreement and for inclusion in the 2025
rates. Waste Connections is proposing the low income discount customer assistance program without a
change in rate adjustment.

Table 8, below, shows the effect of including the 50% cost sharing for these two service enhancements
into the 2025 rate adjustment. Cost allocations are by percentage of accounts by agency, which is the
reason for differences in the effect of rate adjustment by agency.

Table 8: 50% Cost Share for Service Enhancements

@ S o 9

=] 7] -

2 85 28 88

% U)U @U %

n N O )
New Annual $26,376 $9,889 $7,223 $3,623 $11,445 $7,566 $8,179 $7,987 $3,681 $320
Cart Exchange
BUIky Clean-uD 21,091 7,908 5,776 2,897 9,152 6,050 6,540 6,386 2,944 256
Enhancements
Change .m 47,467 17,797 12,999 6,520 20,597 13,616 14,719 14,373 6,625 576
Calculations
Effect on Rate | 3300 | 0480 | 045% | 051% | 0.45% | 0.37% | 0.54% | 055% | 0.50% | 0.19%
Adjustment

Corrections to AB 939 Fees

Agency fees, which include AB 939 Fees and Franchise Fees, are included as estimates in rate

adjustment applications. Because the rate applications are at the company business unit level, and not at
the individual agency level, AB 939 fees in the application are allocated to the Agencies in proportion to

revenues. However, only the City of San Luis Obispo and Cayucos Sanitary District receive AB 939 Fees
— therefore this was corrected in the revised 2025 rate adjustments as shown in Table 9, on the following
page. Note that the values for the City of San Luis Obispo also include a correction to Franchise Fee

revenues.?

2 Specifically, to remove the 1994 Rate Manual’s approach to “grossing up” the calculated rate adjustment to account
for the Franchise Fee by including the projected Franchise Fee payment amounts in the rate adjustment calculation

itself. This approach is also recommended for the other Agencies starting with the 2026 rate adjustment.
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New Rate Adjustment Methodology and 2025 Rates

Table 9: Corrections to AB 939 Fees

Cambria
CSD
Cayucos
SD

o
o
i
a
O

Los Osos
CSD

-z
=
|
=
@
n

Original

$362,140 | $5,226 $4,097 $1,823 $- $- $- $- $- $-
Agency Fees

Revised

439,411 - - 12,754
Agency Fees

Change in

. 77,2713 5,226 4,097 10,931
Calculations ( ) ( )

Effect on Rate

; 0.54% -0.14% | -0.14% 0.85% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Adjustment

Updated Profit Allowance

The 1994 Rate Manual, along with the Agencies agreements with Waste Connections, limits allowable
profit based on an “operating ratio” of 92% or 93% of allowable collection expenses (not including post-
collection disposal, processing or recycling expenses nor agency fees) depending on the agency. A 93%
operating ratio is the equivalent of a 7.53% profit margin, and a 92% operating ratio is the equivalent of
an 8.7% profit margin.

A key negotiation point between the City and Waste Connections was a change to the profit allowance.
Ultimately, after much discussion and negotiation, the City and Waste Connections agreed that the 2025
rate adjustment will include a 9% profit allowance of projected allowable collection costs and in 2026 and
thereafter the profit allowance will be 10%. The updated profit allowance is in-keeping with industry
standards for solid waste services.

For context, the 2025 profit allowance is approximately 5% of revenues and we estimate that the 2026
profit allowance will be approximately 5.5% of revenues. Table 10, on the following page, shows the
effect of changing the profit allowance to 9% of collection costs for all Agencies for the 2025 rate
adjustments. Differences in the effect on rate adjustment are due to differences in existing profit
allowances by agency, as well as differences in the depreciation, corporate overhead and new service
enhancements shown in earlier tables.

3 Includes adjustment to Franchise Fee to remove “grossing up” method from City’s 2025 rate adjustment
calculations.
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New Rate Adjustment Methodology and 2025 Rates

Table 10: 9% Profit Allowance on Allowable Collection Costs

o 3 © 4

5 ) S0 3

- OoOn ED s Q2

c w O O >0

< o [ [

0 _, O O
Original Profit | o)) 305 | g188.302 | $170,600 | $65.715 | $227.004 | $180.477 | $135.161 | $111.205 | 65388 | $15,085
Allowance
Revised Profit | o0 510 | 0oa623 | 175003 | 78382 | 237.649 | 188,618 | 141,665 | 134797 | 68490 | 15714
Allowance
Change in 127213 | 36,231 5,384 12,667 | 10,555 8,141 6,504 23,502 3,102 629
Calculations
Eff nR
Adjeucstt%en'?te 0.88% 0.99% 0.19% 0.99% 0.23% 0.22% 0.24% 0.90% 0.23% 0.20%

Total Revisions for New Rate Adjustment Methodology

Taken altogether, the revisions to the 2025 rate adjustment result in small increases to the original 2025
rate adjustment calculations. These are shown in Table 11, on the following page, and are also shown in

Attachment 2.
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Table 11: Overall Revisions to 2025 Rate Adjustments

o 2 © 0

> ) = 3

— on =27 s 0

= w O 8] >0

© o @® ©

N = @) (@)
Original 2025
Revenue $15,640,734 $4,089,595 $3,228,699 $1,426,540 $4,786,646 $3,804,059 $2,848,911 $2,692,832 $1,378,241 $317,951
Calculation
Change in (212,647) | (59,444) | (46597) | (20735) | (61,603) | (48,957) | (36,665 | (34878) | (A7.737) | (4,092)
Depreciation
Change in
Corporate 184,082 | 34,540 27,075 12,048 69,975 55,611 41,648 39,619 20,148 4,648
Overhead
Enhanced 47,467 17,797 12,999 6,520 20,507 13,616 14,719 14,373 6,625 576
Services
Updated Profit | 1,153 | 36031 5,384 12,667 10,555 8,141 6,504 23,502 3,102 629
Allowance
Corrections to 77,271 (5,226) (4,097) 10,931 - . .

AB 939 Fees

Revenues at
Current Rates

14,435,726

3,677,194

2,882,493

1,282,686

4,621,616

3,672,906

2,750,690

2,616,676

1,330,724

306,989

Shortfall

Revised 2025
Rate

Adjustment*

(1,428,393)

(436,299)

13.18%

(340,970)

12.59%

(165,285)

14.32%

(204,554)

Proportionality in Cost of Service

R3 analyzed the 2025 rate adjustments for adequacy with respect to the cost-of-service requirements of
Proposition 218. Because the base year rate adjustment methodology is based on the documented cost
of provided solid waste services as expressed in Waste Connections’ audited financial statements, we
find that the current and proposed solid waste service rates will generate revenues sufficient to cover the
cost-of-providing service plus a reasonable profit allowance commensurate with normal expectations in
the solid waste industry.

(159,564)

(124,428)

(118,771)

(59,655)

R3 also analyzed the proposed solid waste service rates for adequacy with respect to proportionate

allocation of costs among solid waste service customers. R3 found that the current (and thus also

4 Rate adjustments shown include grossing up for franchise fees per 1994 Rate Manual methodology, except for San
Luis Obispo.
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proposed) solid waste rate structure proportionately allocates costs to service types and container sizes
based on the relative differences in cost associated with the types of services provided to customers.

For example, for customers subscribing to 60- or 90-gallon cart solid waste service, the per-gallon cost-of-
service for those subscribed to the larger container size (90-gallons) is proportionately less than those
subscribed to the smaller container size (60-gallons). This is because solid waste service is comprised of
both fixed and variable costs, with the fixed cost portion being for the cost of collection (labor, fuel, capital
equipment, and other shared costs) as well as the costs related to post-collection disposal, processing,
recycling and composting. Thus, the cost-of-service for the larger container size (90-gallons) has a lesser
proportion of fixed costs to variable costs compared to the smaller (60-gallon) container size.

Overall, for the Agencies and the three Waste Connections business units, the 2025 rate adjustments
reflect an 8.12% increase in revenues to meet increased costs and revised profit allowances. The largest
contributors to the overall increase are:

Increases in organics processing costs — Third-party costs for the organic waste post-
collection processing facility operated by the company formerly named Hitachi Zosen INOVA, and
which are not within Waste Connections’ control, have doubled since 2022. The change in cost is
the result of changes in facility capital and operating costs.

Increases in landfill disposal costs — Related party costs for landfill waste disposal at Cold
Canyon have remained flat since 2016. The 2025 rate adjustment reflects a market adjustment to
these costs, from a per ton tipping fee of $41 per ton (in place since 2016) to a per ton tipping fee
of $70. Waste Connections provided market comparison demonstrating the applicability of the
$70 per ton market tipping fee.

Other factors play minor roles in the 2025 rate adjustment:

Collection costs including labor, vehicles, operating expenses and overhead — These costs
are increasing in proportion to the Consumer Price Index and are projected to increase by 3.20%
in 2024 and 4.21% for 2025.

Agency fees — These costs are mostly proportionate to changes in rates and are projected to
increase by 2.22% in 2024 and 3.30% in 2025.

Overall, collection services comprise the single largest component overall rate funded expenses, at 56%
of total rate revenues. Post-collection services are the next largest component of rate funding, at 29% of
total rate revenues. Agency fees comprise 10% of rate revenues and profit allowance comprises 5% of
rate revenues. This is demonstrated in Chart 5, on the following page.
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New Rate Adjustment Methodology and 2025 Rates

Chart 5: Summary Components of 2025 Rate Revenues

Profit
Allowance
5%

Agency Fees

10%
Collection
Post- Services
Collection 56%
Services
29%

New Rate Adjustment Methodology

The City and Waste Connections negotiated a new methodology for adjusting rates starting in 2026,
which are summarized below. R3 is preparing an exhibit to the City’s new agreement with Waste
Connections that will further detail the terms and conditions of the new methodology in accordance with
the following points, which have been tentatively agreed to by the parties. The exhibit will be finalized and
ready for distribution to the Agencies on or around November 18, 2024. It is recommended that the
Agencies bring forward the exhibit as an amendment to their agreements with Waste Connections when
considering the 2025 rate adjustments, which is anticipated to occur in January 2025.

The features of the new methodology include:

CPI Adjustments: Starting in 2026, rate adjustments will be based on the Garbage and Trash
CPI, with a floor of 2% and a cap of 5%. Amounts under 2% or over 5% will carry forward. The
CPI adjustment will apply to Waste Connections’ collection and post-collection cost centers. The
proposed CPI is the Consumer Price Index for all Urban Consumers for Garbage and Trash in the
United States, all City average. Details and prior results for this CPI are included in Attachment 3.
This is the same CPI used by Waste Connections in preparing its 2025 base year application.

Updated Profit Allowance: As stated previously, the 2025 rate adjustment includes a 9% profit
allowance of projected collection costs. The City and Waste Connections have tentatively agreed
that, in 2026 and thereafter, the profit allowance will be 10% of collection costs.

Revenue Balancing Mechanism: Starting in 2027, adjustments to rates will account for
shortfalls or surpluses in Waste Connections’ actual revenues compared to projected revenues
from prior years. For example, if Waste Connections’ 2025 revenues exceed projections, the
amount of surplus revenues will be credited to the rates in 2027 (and vice versa), achieving
fairness in compensation and rates for the company and for ratepayers. Such adjustments would
take place annually and will be independent of the CPI cap and floor noted above.

Less Frequent Cost-Based Adjustments: Currently, solid waste rates are adjusted based on
the 1994 Rate Manual every three years on Waste Connections’ costs. Via the new methodology,
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cost-based adjustments would occur a maximum of every five years, and only if requested by
Waste Connections or the City. The first opportunity for a cost-based adjustment will be for the
2030 rate year. If neither Waste Connections nor the City request a cost-based adjustment, then
the CPI adjustment approach will be applied. Cost-based adjustments will be based on Waste
Connections’ consolidated audited financial statements for the region. Timeframes for cost-based
adjustment application and review process will be ample, such that the City will have sufficient
time for review and approval processes and such that the potential for delay in implementation is
minimized.

Extraordinary Adjustments: The California Air Resources Board (CARB) Advanced Clean
Fleets (ACF) regulation is requiring all solid waste collection trucks to be zero emissions in 2042.
This includes a phased in plan to get the percentage of the fleet to be zero emission vehicle
(ZEV) with 10% by 2030, 25% by 2033, 50% by 2036,75% by 2039 and100% by 2042. During
CPI Adjustment years, Waste Connections may request extraordinary rate adjustments due to
changes in law affecting collection operations, including for compliance with CARB’s ACF zero
emission mandate (which may necessitate change to depreciation schedules). The City may, but
is not obligated to, consider requests for extraordinary rate adjustments due to changes in law
affective post-collection operations. Requests for extraordinary change are subject to good faith
meet and confer negotiations between City and Waste Connections.

R3 has prepared example calculations of projected rate adjustments for 2026 through 2029 based on the
tentatively agreed to terms and conditions outlined above (including adjustment to 10% profit allowance
on collection services starting in 2026). Table 12, below, demonstrates this example for the City of San
Luis Obispo, and Attachment 4 provides examples for all Agencies. Note that the example in Table 12
and Attachment 4 includes the following assumptions:

CPI at the 5% cap (note that CPI below the 5% cap will result in lower rate adjustments)

Revenue reconciliation at 1% below annual rate revenue projections (note that amounts above
rate revenue projections will offset rate adjustments, not add to them).

Discontinuance of the prior Franchise Fee grossing method on rate adjustment for all Agencies
starting in 2026.

Table 12: Example Calculation of New Rate Methodology for the City of San Luis Obispo

Collection Services $8,539,055 $8,966,008 $9,414,308 $9,885,024 $10,379,275
Profit Allowance 768,515 896,601 941,431 988,502 1,037,927
Post-Collection Services 4,602,096 4,832,201 5,073,811 5,327,501 5,593,876
Franchise Fee 1,586,412 1,675,695 1,777,106 1,866,072 1,959,572
AB 939 Fee 368,041 386,443 405,765 426,053 447,356
Revenue Reconciliation Example N/A N/A 158,641 167,569 177,711
Total Revenues 15,864,119 16,756,947 17,771,062 18,660,722 19,595,717
Indexed Rate Adjustment 5.63% 6.05% 5.01% 5.01%
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Attachment 1: Summary of Waste Connections' Original 2025 Rate Application Calculations

S ABEF: Mission Country Disposal (MCD) South County Sanitary Service (SCSS)
Company (SLG)
Category

San Luis Obispo Los Osos Cambria Cayucos Arroyo Grande Pismo Beach Grover Beach Nipomo Oceano Avila
Single Family Residential $ 5,282,964 $ 2,795,167 $ 2,201,010 $ 987,376 $ 2,379,516 $ 1,598,158 $ 1,580,148 $ 1,570,029 $ 684,117 $ 91,446
Multi-Family Dumpsters 2,556,077 - - - - - - - - -
Non-Residential Carts 729,282 100,710 77,805 33,710 256,857 237,767 134,053 119,843 74,076 24,711
Current Revenues Non-Residential Dumpsters 5,846,777 776,244 599,701 259,830 1,979,781 1,832,640 1,033,238 923,712 570,958 190,469
Total Rate Revenue| 14,415,100 3,672,121 2,878,516 1,280,916 4,616,154 3,668,565 2,747,439 2,613,584 1,329,151 306,626
Other Income (Allocated) 20,626 5,073 3,977 1,770 5,462 4,341 3,251 3,092 1,573 363
Total Current Revenues 14,435,726 3,677,194 2,882,493 1,282,686 4,621,616 3,672,906 2,750,690 2,616,676 1,330,724 306,989
Labor 3,658,710 1,042,706 817,360 363,719 1,113,222 884,704 662,567 630,287 320,535 73,945
Depreciation 1,338,367 376,989 295,515 131,502 398,063 316,350 236,919 225,376 114,616 26,441
Insurance 1,124,499 316,418 248,035 110,374 329,978 262,241 196,396 186,828 95,012 21,919
Collectionservices  O1MerG&A 976,729 282,701 221,605 98,612 304,307 241,840 181,117 172,293 87,621 20,213
Fuel 754,387 321,408 251,946 112,114 254,951 202,616 151,742 144,349 73,409 16,935
Maintenance 421,166 116,487 91,312 40,633 117,432 93,326 69,893 66,488 33,813 7,800
Corporate Overhead 246,296 46,213 36,226 16,120 93,625 74,406 55,724 53,009 26,958 6,219
Total Collection Services 8,520,154 2,502,921 1,961,999 873,074 2,611,578 2,075,482 1,554,357 1,478,629 751,964 173,473
Garbage Landfilling 2,408,278 349,264 273,782 121,831 508,314 403,969 302,538 287,798 146,361 33,765
. i Organics Processing 1,108,784 477,019 373,927 166,395 660,852 525,194 393,325 374,162 190,282 43,897

Post-Collection & Affiliated N

party Services Recyclables Processing 916,880 173,112 135,700 60,385 270,385 214,881 160,927 153,087 77,853 17,960
Affiliated Party Costs 168,154 57,121 44,776 19,925 46,128 36,659 27,455 26,117 13,282 3,064
Total Post-Collection & Affiliated Party Services| 4,602,096 1,056,516 828,185 368,536 1,485,678 1,180,703 884,245 841,165 427,778 98,686
Franchise Fee 1,515,042 336,540 263,809 117,393 462,296 367,397 275,149 261,744 133,111 30,708
Pass-Through Services ~ AB 939 Fee 362,140 5,226 4,097 1,823 - - - - - -
Total Pass-Through Services 1,877,182 341,766 267,905 119,216 462,296 367,397 275,149 261,744 133,111 30,708
Total Compensation for Services| 14,999,432 3,901,203 3,058,090 1,360,825 4,559,552 3,623,582 2,713,750 2,581,537 1,312,853 302,866
Allowed Operating Margin 641,302 188,392 170,609 65,715 227,094 180,477 135,161 111,295 65,388 15,085
Total Revenue Requirement| 15,640,734 4,089,595 3,228,699 1,426,540 4,786,646 3,804,059 2,848,911 2,692,832 1,378,241 317,951
Surplus (Shortfall)| (1,205,008)] (412,401) (346,206) (143,854)| (165,030) (131,153) (98,222) (76,155) (47,518) (10,962,

C j to Rate 8.36% 11.22% 12.01% 11.22% 3.57% 3.57% 3.57% 2.91% 3.57% 3.57%

Grossing up for Franchise Fees| 9.29% 12.47% 12.78% 12.47% 3.97% 3.97% 3.97% 3.23% 3.76% 3.97%




Attachment 2: Summary of Revised 2025 Rate Application Calculations

S ABEF: Mission Country Disposal (MCD) South County Sanitary Service (SCSS)
Company (SLG)
Category

San Luis Obispo Los Osos Cambria Cayucos Arroyo Grande Pismo Beach Grover Beach Nipomo Oceano Avila
Single Family Residential 5,282,964 $ 2,795,167 $ 2,201,010 $ 987,376 2,379,516 1,598,158 1,580,148 $ 1,570,029 $ 684,117 $ 91,446
Multi-Family Dumpsters 2,556,077 - - - - - - - - -
Cutrent Revenues Non-Residential Carts 729,282 100,710 77,805 33,710 256,857 237,767 134,053 119,843 74,076 24,711
Non-Residential Dumpsters 5,846,777 776,244 599,701 259,830 1,979,781 1,832,640 1,033,238 923,712 570,958 190,469
Total Rate Revenue| 14,415,100 3,672,121 2,878,516 1,280,916 4,616,153 3,668,565 2,747,439 2,613,584 1,329,152 306,626
Other Income (Allocated) 20,626 5,073 3,977 1,770 5,462 4,341 3,251 3,092 1,573 363
Total Current Revenues 14,435,726 3,677,194 2,882,493 1,282,686 4,621,615 3,672,905 2,750,689 2,616,676 1,330,724 306,989
Labor 3,658,710 1,042,706 817,360 363,719 1,113,222 884,704 662,567 630,287 320,536 73,945
Depreciation 1,125,720 317,545 248,918 110,766 336,460 267,393 200,254 190,498 96,879 22,349
Insurance 1,124,499 316,418 248,035 110,374 329,978 262,241 196,396 186,828 95,012 21,919
CollectionServices  OMerG&A 1,024,196 300,498 234,604 105,132 324,904 255,456 195,836 186,666 94,246 20,789
Fuel 754,387 321,408 251,946 112,114 254,951 202,616 151,742 144,349 73,409 16,935
Maintenance 421,167 116,487 91,312 40,633 117,431 93,326 69,893 66,488 33,813 7,800
Corporate Overhead 430,378 80,753 63,301 28,168 163,600 130,017 97,371 92,627 47,106 10,867
Total Collection Services 8,539,055 2,495,814 1,955,476 870,906 2,640,547 2,095,751 1,574,059 1,497,742 761,000 174,605
Garbage Landfilling 2,408,278 349,264 273,782 121,831 508,314 403,969 302,538 287,798 146,361 33,765
. __ Organics Processing 1,108,784 477,019 373,927 166,395 660,852 525,194 393,325 374,162 190,282 43,897

Post-Collection & Affiliated N
Party Services Recyclables Processing 916,880 173,112 135,700 60,385 270,385 214,881 160,927 153,087 77,853 17,960
Affiliated Party Costs 168,154 57,121 44,776 19,925 46,128 36,659 27,455 26,117 13,282 3,064
Total Post-Collection & Affiliated Party Services 4,602,096 1,056,516 828,185 368,536 1,485,678 1,180,703 884,245 841,164 427,779 98,686/
Franchise Fee 1,586,412 336,540 263,809 117,393 462,296 367,397 275,149 261,744 133,111 30,708
Pass-Through Services ~ AB 939 Fee 368,041 - - 12,754 - - - - - -
Total Pass-Through Services 1,954,453 336,540 263,809 130,147 462,296 367,397 275,149 261,744 133,111 30,708
Total Compensation for Services| 15,095,604 3,888,870 3,047,470 1,369,589 4,588,521 3,643,852 2,733,452 2,600,650 1,321,890 303,998
Allowed Operating Margin 768,515 224,623 175,993 78,382 237,649 188,618 141,665 134,797 68,490 15,714
Total Revenue Requirement| 15,864,119 4,113,493 3,223,463 1,447,971 4,826,170 3,832,470 2,875,117 2,735,447 1,390,380 319,712
Surplus (Shortfall) (1,428,393)| (436,299) (340,970) (165,285)| (204,555) (159,564) (124,428) (118,771) (59,655) (12,724)|

C j to Rate 9.89% 11.86% 11.83% 12.89% 4.43% 4.34% 4.52% 4.54% 4.48% 4.14%

Grossing up for Franchise Fees 13.18% 12.59% 14.32% 4.92% 4.82% 5.02% 5.04% 4.98% 4.60%

Profit Margin on Collection Services (2025) 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0%

Franchise Fee| 10.0% 10.0% 6.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%

Change to Original Rate Application 0.60% 0.71% -0.19% 1.85% 0.95% 0.85% 1.05% 1.81% 1.22% 0.63%




Bureau of Labor Statistics

ATTACHMENT 3

Consumer Price Index for All Urban Consumers (CPI-U)
Original Data Value

Series Id: CUURO000SEHGO02
Not Seasonally Adjusted
Series Title: Garbage and trash collection in U.S. city average, all
Area: U.S. city average S
Item: Garbage and trash collection
Base Period: DECEMBER 1983=100
Years: 2014 to 2024

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec HALF1 HALF2 Annual Change
2014 422.440 422.483 423.413 425393 425242 425930 426.562 426.771 427.327 427.995 427.808 428.187
2015 427.734 429.248 429.235 429.807 431.234 430.813 431.229 432.967 433.843 434.829 436.428 436.996 1.46%
2016 437.205 438.296 437.699 437.676 438.317 437.858 438.607 439.358 439.707 440.311 443.343 444.745 1.71%
2017 446.266 447.699 446.987 447.129 447.272 448.046 448.328 448.717 449.008 452.196 453.820 453.596 2.20%
2018 453.354 454.915 455.230 458.722 462.887 465.041 465.579 470.457 471.026 472535 486.650 485.935 458.358 475.364 3.96%
2019 475.687 477.474 478569 479.449 480.865 480.984 482.138 483.987 484.346 486.133 486.485 486.708 478.838 484.966 3.22%
2020 491.003 494.429 495.288 494.432 494946 496.679 498.564 500.882 501.756 503.315 504.970 508.190 494.463 502.946 3.49%
2021 512.722 517.270 518.505 518.579 516.440 517.202 521.185 524.408 529.934 530.114 529.053 532.538 516.786 527.872 4.74%
2022 533.078 538.313 540.719 542564 544546 547.554 548.187 548.706 558.254 561.090 563.816 565.185 541.129 557.540 5.17%
2023 570.412 575.697 576.773 580.124 587.431 589.812 596.167 597.347 596.997 597.569 601.631 602.164 580.042 598.646 7.28%
2024 606.773 610.551 610.015 611.073 609.538 611.946 614.089 615.880 609.983 3.71%

10-Year Average
3.69%

Source: Bureau of Labor Statistics Generated on: October 8, 2024 (04:11:38 PM)



Attachment 4 - Indexed Rate Adjustment Methodology Example Calculations

Example CPI 5% 5% 5% 5%
San Luis Obispo

2025 2025 2026 2027 2028 2029
Collection Services 8,539,055 8,539,055 | $ 8,966,008 $ 9,414,308 $ 9,885,024 $ 10,379,275
Profit Allowance 768,515 768,515 896,601 941,431 988,502 1,037,927
Post-Collection Services 4,602,096 4,602,096 4,832,201 5,073,811 5,327,501 5,593,876
Franchise Fee 1,586,412 1,586,412 1,675,695 1,777,106 1,866,072 1,959,572
AB 939 Fee 368,041 368,041 386,443 405,765 426,053 447,356
Revenue Reconciliation Example N/A N/A N/A 158,641 167,569 177,711
Total Revenues 15,864,119 15,864,119 16,756,947 17,771,062 18,660,722 19,595,717
Indexed Rate Adjustment 5.63% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (158,641) (167,569) (177,711) (186,607) (195,957)

Arroyo Grande

2025 2025 2026 2027 2028 2029
Collection Services 2,640,547 2,640,547 | $ 2,772,575 $ 2,911,203 $ 3,056,763 $ 3,209,602
Profit Allowance 237,649 237,649 277,257 291,120 305,676 320,960
Post-Collection Services 1,485,678 1,485,678 1,559,962 1,637,960 1,719,858 1,805,851
Franchise Fee 462,296 484,875 512,199 543,197 570,391 598,970
AB 939 Fee - - - - - -
Revenue Reconciliation Example N/A N/A N/A 48,487 51,220 54,320
Total Revenues 4,826,170 4,848,749 5,121,993 5,431,968 5,703,909 5,989,703
Indexed Rate Adjustment 5.64% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (48,487) (51,220) (54,320) (57,039) (59,897)

Los Osos CSD

2025 2025 2026 2027 2028 2029
Collection Services 2,495,814 2,495,814 | $ 2,620,605 $ 2,751,635 $ 2,889,217 $ 3,033,677
Profit Allowance 224,623 224,623 262,060 275,163 288,922 303,368
Post-Collection Services 1,056,516 1,056,516 1,109,341 1,164,808 1,223,049 1,284,201
Franchise Fee 336,540 419,661 443,556 470,397 493,949 518,698
AB 939 Fee - - - - - -
Revenue Reconciliation Example N/A N/A N/A 41,966 44,356 47,040
Total Revenues 4,113,493 4,196,613 4,435,563 4,703,970 4,939,492 5,186,984
Indexed Rate Adjustment 5.69% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (41,966) (44,356) (47,040) (49,395) (51,870)

Pismo Beach

2025 2025 2026 2027 2028 2029
Collection Services 2,095,751 2,095,751 | $ 2,200,539 $ 2,310,566 $ 2,426,094 $ 2,547,399
Profit Allowance 188,618 188,618 220,054 231,057 242,609 254,740
Post-Collection Services 1,180,703 1,180,703 1,239,738 1,301,725 1,366,811 1,435,152
Franchise Fee 367,397 385,008 406,703 431,316 452,909 475,602
AB 939 Fee - - - - - -
Revenue Reconciliation Example N/A N/A N/A 38,501 40,670 43,132
Total Revenues 3,832,470 3,850,080 4,067,035 4,313,165 4,529,095 4,756,025
Indexed Rate Adjustment 5.64% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (38,501) (40,670) (43,132) (45,291) (47,560)




Cambria CSD

2025 2025 2026 2027 2028 2029
Collection Services 1,955,476 1,955,476 | $ 2,053,250 $ 2,155,912 2,263,708 2,376,894
Profit Allowance 175,993 175,993 205,325 215,591 226,371 237,689
Post-Collection Services 828,185 828,185 869,595 913,074 958,728 1,006,664
Franchise Fee 263,809 188,914 199,670 211,664 222,261 233,395
AB 939 Fee - - - - - -
Revenue Reconciliation Example N/A N/A N/A 31,486 33,278 35,277
Total Revenues 3,223,463 3,148,569 3,327,840 3,527,727 3,704,346 3,889,920
Indexed Rate Adjustment 5.69% 6.01% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (31,486) (33,278) (85,277) (37,043) (38,899)
Grover Beach
2025 2025 2026 2027 2028 2029
Collection Services 1,574,059 1,574,059 | $ 1,652,762 $ 1,735,400 1,822,170 1,913,278
Profit Allowance 141,665 141,665 165,276 173,540 182,217 191,328
Post-Collection Services 884,245 884,245 928,457 974,880 1,023,624 1,074,805
Franchise Fee 275,149 288,885 305,166 323,634 339,836 356,864
AB 939 Fee - - - - - -
Revenue Reconciliation Example N/A N/A N/A 28,889 30,517 32,363
Total Revenues 2,875,117 2,888,854 3,051,661 3,236,343 3,398,364 3,568,639
Indexed Rate Adjustment 5.64% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (28,889) (30,517) (32,363) (33,984) (35,686)
Nipomo CSD
2025 2025 2026 2027 2028 2029
Collection Services 1,497,742 1,497,742 |$ 1,572,629 $ 1,651,261 1,733,824 1,820,515
Profit Allowance 134,797 134,797 157,263 165,126 173,382 182,051
Post-Collection Services 841,164 841,164 883,223 927,384 973,753 1,022,441
Franchise Fee 261,744 274,856 290,346 307,917 323,333 339,533
AB 939 Fee - - - - - -
Revenue Reconciliation Example N/A N/A N/A 27,486 29,035 30,792
Total Revenues 2,735,447 2,748,559 2,903,461 3,079,173 3,233,326 3,395,332
Indexed Rate Adjustment 5.64% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (27,486) (29,035) (30,792) (32,333) (33,953)
Oceano CSD
2025 2025 2026 2027 2028 2029
Collection Services 761,000 761,000 | $ 799,050 $ 839,002 880,953 925,000
Profit Allowance 68,490 68,490 79,905 83,900 88,095 92,500
Post-Collection Services 427,779 427,779 449,168 471,626 495,207 519,968
Franchise Fee 133,111 139,697 147,569 156,500 164,335 172,569
AB 939 Fee - - - - - -
Revenue Reconciliation Example N/A N/A N/A 13,970 14,757 15,650
Total Revenues 1,390,380 1,396,966 1,475,692 1,564,998 1,643,347 1,725,686
Indexed Rate Adjustment 5.64% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (13,970) (14,757) (15,650) (16,433) (17,257)




Cayucos SD

2025 2025 2026 2027 2028 2029
Collection Services 870,906 | $ 870,906 | $ 914,452 $ 960,174 $ 1,008,183 $ 1,058,592
Profit Allowance 78,382 78,382 91,445 96,017 100,818 105,859
Post-Collection Services 368,536 368,536 386,962 406,311 426,626 447,957
Franchise Fee 117,393 147,842 156,250 165,705 174,002 182,720
AB 939 Fee 12,754 12,754 13,392 14,061 14,764 15,503
Revenue Reconciliation Example N/A N/A N/A 14,784 15,625 16,571
Total Revenues 1,447,971 1,478,420 1,562,501 1,657,053 1,740,019 1,827,202
Indexed Rate Adjustment 5.69% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (14,784) (15,625) (16,571) (17,400) (18,272)

Avila Beach CSD

2025 2025 2026 2027 2028 2029
Collection Services 174,605 | $ 174,605 | $ 183,335 $ 192,502 $ 202,127 $ 212,234
Profit Allowance 15,714 15,714 18,334 19,250 20,213 21,223
Post-Collection Services 98,686 98,686 103,620 108,801 114,241 119,953
Franchise Fee 30,708 32,112 33,921 35,974 37,775 39,667
AB 939 Fee - - - - - -
Revenue Reconciliation Example N/A N/A N/A 3,211 3,392 3,597
Total Revenues 319,712 321,117 339,210 359,738 377,748 396,675
Indexed Rate Adjustment 5.63% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (3,211) (3,392) (3,597) (3,777) (3,967)

Total

2025 2025 2026 2027 2028 2029
Collection Services 22,604,956 | $ 22,604,956 | $ 23,735,204 $ 24,921,964 $ 26,168,062 $ 27,476,465
Profit Allowance 2,034,446 2,034,446 2,373,520 2,492,196 2,616,806 2,747,647
Post-Collection Services 11,773,587 11,773,587 12,362,266 12,980,380 13,629,399 14,310,869
Franchise Fee 3,834,558 3,948,262 4,171,077 4,423,411 4,644,863 4,877,591
AB 939 Fee 380,795 380,795 399,835 419,826 440,818 462,859
Revenue Reconciliation Example N/A N/A N/A 407,420 430,419 456,452
Total Revenues 40,628,342 40,742,046 43,041,902 45,645,198 47,930,367 50,331,883
Indexed Rate Adjustment 5.65% 6.05% 5.01% 5.01%
Revenue Surplus (Shortfall) Example -1% (407,420) (430,419) (456,452) (479,304) (503,319)




South County Sanitary Service

2025 Base Year Rate Adjustment Application

Summary OCEANO COMMUNITY SERVICE DISTRICT
Requested Increase
Digester Expense 0.89%
Disposal Increases 1.24%
General inlation and costs 1.63%
Rate Increase Requested I 3.76%|
Rate Schedule
Current Increased Adjustment New
Rate Schedule Rate Rate (a) Rate
Single Family Residential
Economy Service (1 - can curb) $ 20.37 $0.77 $21.14
Standard Service (2- can curb) $ 29.31 $1.10 $30.41
Premium Service (3 - can curb) $ 57.38 $2.16 $59.54

(a) Calculated rates are rounded up to the nearest $0.01.

Multiunit Residential and Non-residential Rate increases of 3.76%

will be applied to all rates in each structure

with each rate rounded to the nearest $0.01

Certification

To the best of my knowledge, the data and information in this application is complete, accurate, and consistent with the instructions

provided by the Rate Setting Manual.

Name: Jeff Clarin Title: District Manager

Signature:

A D July 3, 2024

Fiscal Year: 1-1-2025 to 12-31-2025 Pg. 1 of 6




* SAN LUIS GARBAGE

* SOUTH COUNTY SANITARY

« MISSION COUNTRY DISPOSAL
« MORRO BAY GARBAGE

Safety « Integrity - Service

July 3, 2024

Carey Casciola

Business and Accounting Manager
Oceano Community Services District
1655 Front Street, Oceano, CA 93445

Subject: South County Sanitary Services 2025 Base Rate Increase Request

Dear Ms. Casciola,

After much work with our South County Sanitary Services (SCSS) team, it is my pleasure to submit
our base year rate application. We look forward to working with the Oceano Community Services
District and R3 to review our rate application and study the rate structure to achieve more
sustainable outcomes in public perception especially with Proposition 218. The CSD’s approval of
the revenue requirement requested in our application will ensure that the CSD is provided with
cost-effective yet advanced collection, processing and disposal service.

SCSS was planning on submitting the base year application to be effective October 1%, 2024, but
after conversations with the majority of the jurisdictions during our rate manual revision meetings
the jurisdictions preferred to have the base year application pushed to February 1%, 2025 with a
proration back to January 1%, 2025. The October 1%, 2024 implementation SCSS requested rate
request was slated to be 0.38% (0.42% grossed up for franchise fees). Now with the February 1%,
2025 implementation we are targeting a rate increase of 3.57% (3.76% grossed up for franchise
fees).

The requested rate increase is driving off the following larger factors:
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garbage be increased from $41 per ton to $70 per ton, effective January 1%, 2025. This is well
below the Cold Canyon Landfill gate rate of $92 per ton for non-franchised waste and significantly
lower than the surrounding southern landfills in Santa Maria, Lompoc or Tajiguas ranging from
$90-5189 per ton for franchised waste.

Comparable Rates

Our packet includes a list of comparable rates in San Luis Obispo County. We are very pleased to
report that in nearly all cases, our rates after the increase will continue to be in line with the
surrounding communities.

Rate Manual Revision

This application follows guidance from an over 30-year old rate manual. It complies with
corporate overhead caps and uses a model that is inconsistent with modern industry business
practices. It includes duplicative audit costs and administrative expenses that cannot be
eliminated until we address these items together. This remains a priority for us, and we hope that
we can work through the revision process for 2025 and beyond.

Conclusion

Our management team has reviewed and accepts responsibility for this rate request. This
application is based upon what our management team feels is the best course of action based on
the conditions outlined in this letter. All assumptions made are reasonable and accurate.

We appreciate our continued partnership between the Oceano Community Services District and
SCSS and allowing us to service our community’s solid waste and recycling collection needs. If you
have any questions regarding our submittal, please feel to contact me at 805-748-8041.

Sinc}erAer,

\ / | N /

~ Jeffrey Clarin, P.E.

District Manager

South County Sanitary Services
Waste Connections
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South County Sanitary Service

2025 Base Year Rate Adjustment Application

Historical Current Projected
Financial Information Base Year
2022 2023 2024 2025 2026
(from Pg. 4)
Section I-Allowable Costs
6. Direct Labor $3,876,988 $3,933,713 $4,089,%51 $4BM $4,372,302
7.  Corporate Overhead $378,184 $411,842 $424(197 $438,19 $451,342)
8. Office Salaries $880,88B $892,558 $929,965 $965)303 94 262
9.  Other General and Admin Costs $5,546,270 $6,095]066 $6,284,286 $6,574,61B $6,771,8p1
10 Total Allowable Costs $10,682,321 $11,333,240 $11,298 $12,223,066 $12,589,758
Section I-Allowable Operating Profit
11. Operating Ratio 93.2pb 85.9% 92.p% 92(0% 92.0%
12. Allowable Operating Profit $777,646 $1,923,79% $989,002 $1,062,475 $1,094|761
Section llI-Pass Through Costs
13. Tipping Fees 4,314,403.18 $5,455,082 $6,557,270 $6,737,979 $6,939)706
14. Franchise Fees $1,980,1¢10 $2,033,p72 $2,094,579 63200 $2,228,611
15. AB939 Fees - - - - -
16. Payments to Affiliated Companies* 197,808]57 197,523.5] 207,992.32 215,896.0B 222,372.91
17. Total Pass Through Costs $6,492,352 $7,686,17[7 $8,859,8411 $9,117,175 $9,390,690
* Affiliate Payments include interest, lease paytseand transportation
Section IlI-Pass Through Costs
18. Revenue Requirement $17,952,323 $20,043|212 $28&7p $22,403,116 $23,075,209
19. Total Revenue Offsets $17,952,323  $20,94321p $21,576,842 $21,630/720 $27839
(from Page 3)
Section IlI-Pass Through Costs
20. Net Shortfall (Surplus) $772,396
21. Total Residential and Non-residential Revenubauit increase All Others Oceano Nipomo
in Base Year (pg.5, line 76) $21,630,720 $21,630,720 $21,630,720
22. Percent Change in Residential and Non-residéR¢iaenue Requirement 3.5T% 3.5[(% 2.91%
23. Franchise Fee Adjustment Factor (1 - 6 percent) 90.0009 95.000%6 90.000%
3.97% 3.76% 3.23%
Limitation due to cumlative increases
24. Percent Change in Existing Rates 3.97% 3.76% 3.23%
Fiscal Year: 1-1-2025to 12-31-2025 Pg. 2 of 6




South County Sanitary Service

2025 Base Year Rate Adjustment Application

Revenue Offset Summary

Section VII - Revenue Offsets

Historical Current Projected
Base Year
2022 2023 2024 2025 2026

Residential Revenue (without increase in Base
28. Single Family Residential 10,222,768 12,140,434 12,504,647 $12,535,909 $12,661,268

Multiunit Residential Dumpster
29. Number of Accounts
30. Revenues
31. Less Allowance for Uncollectible Resi Accounts | |$O $0 | $O| $O| $O|
32. Total Residential Revenue | $10,222,758 $12,140,484 $02,647| $12,535,90p $12,661,2p8

Non-residential Revenue (without increase in Base)Y

Account Type

Non-residential Can
33. Number of Accounts
34. Revenues

Non-residential Wastewheeler
35. Number of Accounts 248 249 251
36. Revenues 885,511 1,008,66p 1,038,922 $1,041,520 $1,051,935

Non-residential Dumpster
37. Number of Accounts 1,912| 1,917 1,9345
38.  Revenues 6,825,257 7,774,474 8,007,70$ $8,027,72f $8,108,004
39. Less: Allowance for Uncollectible Non-resid | 450 |$O 0 |$ $0| $0|
40. Total Non-residential Revenue | $7,710,769 $8,783,13p $9,046,650 $9,069,p47 $9,159,939
45. Interest on Investments | $0 | $0| $0| $O| $d
46. Other Income | 18,797 19,642 25,564 25,564 $18,505
47. Total Revenue Offsets | $17,952,328 $20,943,012 $21,878) $21,630,720 $21,839,712

Fiscal Year: 1-1-2025to 12-31-2025

Pg. 3 of 6




South County Sanitary Service

2025 Base Year Rate Adjustment Application

Cost Summary for Base Year

Description of Cost BASE YEAR
2022 2023 2024 2025 2026
Labor 3,607,739 3,653,464 3,798,141 3,942,470 $4,060,744
Payroll Taxes 269,248 280,310 291,410 302,488 $311,558
48. Total Direct Labor $3,876,983 $3,933,778 $4,089,551 344,954 $4,372,30p
49. Corporate Overhead 413,4p2 $628,20B $647,049 $668,402 $688/454
Less limitation (enter as negati ($35,238 ($216,361 ($222,852 ($230,206 ($237,112
Total Corporate Overhead $378,184 $411,84p $424,197 B4D6 $451,342
Office Salaries 833,370.32 $839,689 $875,002 $908,252 $935,600
Payroll Taxes - Office $47,518 $52,869 $54,963 $57,051 58, %63
50. Total Office Salaries $880,884 $892,558 $929,9p5 $963,3 $994,262
Bad Debt 4,922 $8,50]L $2,500 $2,5p0 $2,575
Allocated expenses $ 40 $0 §0) 50
Bonds expense $8,341 $5,6P3 $5,995 $6,p23 $6],409
Depreciation $1,391,17f $1,704,5p2 $1,794,862 $1,863,06 $1,918,959
Drive Cam fees $34,48B $34,066 $35,471 $37,p34 $38,351
Dues and Subscriptions $9,180 $24,713 $26,022 $271,011 7,882
Facilities $171,119 $146,091 $153,834 $159,879 $164,470
Gas and oil $1,138,200 $1,237,1p6 $1,149,574 $1,193,258 $1,229,056
Insurance $1,324,786 $1,387,0[74 $1,460,589 $1,544,408 ,59@Y40
Interest Expense $247,439 $220,991 $232,[704 $241,546 8, e
Laundry (Uniforms) $31,346 $27,036 $28,4p9 $29,551 W4
Legal and Accounting $38,813 $71,8)2 $75,682 $101{859 04815
Miscellaneous and Other ($9,943) ($24,467) ($884) (H399 (%411
Office Expense $164,68D $271,3f11 $285,723 $296|580 4305,
Operating Supplies $3,130 $3,187 $3,356 $3,484 $3]588
Other Taxes $40,97p $58,788 $61,498 $64,p50 $66,178
Outside Services $4,758 $8,281 $8,467 $8,p96 $9|266
Public Relations and Promotion $4,3p3 $9,631 $10/141 0,587 $10,8472
Permits $95,950 $111,111 $117,0Q90 $121,446 $125,p89
Postage $28,708 $8,60( $9,05p $9,400 $9,6B82
Relocation $255 $14,194 $14,94p $15,517 $15,982
Rent $6,365 $6,08( $6,408 $6,646 $6,845
Telephone $31,069 $28,795 $30,321 $31,43 $32,417
Tires $194,433 $185,752 $195,597 $203,0d30 $209,1120
Travel $16,922 $23,74] $25,006 $25,956 $26,7135
Truck Repairs $540,44B $502,847 $529,498 $549(619 $686,1
Utilities $24,406 $19,90 $20,955 $21,7b1 $22,404
51. Total Other Gen/Admin Costs 5,546,270 6,095,066 6,284,286 6,574,618 6,771,851
52. Total Tipping Fees 4,314,403 5,455,08p 6,557,270 6,737,579 6,939,706
53. Total Franchise Fee 1,980,140, 2,033,572 2,094,579 2,163,700 2,228,611
54. Total AB 939/Regulatory Fees - - - - -
55. Total Lease Pmt to Affil Co.'s 184,059 193,07y 203,311 211,036 217,36Y
55b. Total Transportation to Affil Co.'s 13,750 4,446 4,682 4,860 5,006
56. Total Cost 17,174,677.15 $19,019,417 $20,587,840 $21,340,241 $21,980,44

Fiscal Year: 1-1-2025to 12-31-2025

Pg. 4 of 6




South County Sanitary Service

2025 Base Year Rate Adjustment Application

Base Year Revenue Offset Summary

For Information Purposes Only

Section VII-Revenue Offsets

Description of Revenue Overall Franchise Refuse Collggn Non-franchise
Total Total Arroyo Pismo Grover Unincorporated Total
Residential Revenue
(without increase in Base Year)
57.  Single Family Residential | $12,5359D9  $12,535009 ,37®515.61]  1598,157.91  1580,147.5%  6,978,087.9]
Multiunit Residential Dumpster
58. Number of Accounts $0 sio
59. Revenues $0 &10
60. Less Allowance for Uncollectab‘e $0 #O | | | | |
61.  Total Residential Revenue | $12,535900  $12,535909  $2,316] $1,598,158 $1,580,148 $6,978,088 [$0
Non-residential Revenue (without increase in Basar)Y
Account Type
Non-residential Can
62. Number of Accounts $0 sio
63. Revenues $0 &10
Non-residential Wastewheeler
64. Number of Accounts 249 249 b8 4] 5 100
65. Revenues $1,041,520 $1,041,520 256/857 237,761 134,05 412,841
Non-residential Dumpster
66. Number of Accounts 1,917 1917 44p 314 383 e 0
67. Revenues $8,027,7p7 $8,027,127 1,979,780.831,832,639.73 1,033,238.0] 3,182,068.5
68. Less: Allowance for Uncollectible
Non-residential Accounts | $b $|0 | | | | |
69.  Total Non-residential Revenue | $9,069,24f  $9,0692h7 736,638 $2,070,40 $1,167,2H1 $3,594,911 | 0
74.  Interest on Investments | $0 | $O| $O| $O| $d $d $¢
75.  Other Income | $25,564] $0] $d $4 $0 $h $25,5¢4
76.  Total Revenue Offsets | $21,630,720  $21,605156  $4,636]L  $3,668,565 $2,747,438 $10,572,999 $25,564

Fiscal Year: 1-1-2025 to 12-31-2025

Pg. 5 of 6




South County Sanitary Service

2025 Base Year Rate Adjustment Application

Operating Information

Historical Current Projected
Percent Percent Percen Base Y¢gar Percgnt
2022 Change 2023 Changs 2024 Change 202p Change 20pR6
Section 1X-Operating Data
Residential
Accounts
77. Arroyo Grande 5,89p 0.4% 5,912 0.p% 5,927 0.2% 5/942 0.2% 5,956
Grover Beach 4,238 -0.2% 4,223 0.p% 4,234 J.2% 4[244  %|0.3 4,255
Pismo Beach 3,81p 2.3% 3,907 02% 3,917 0.2% 3927 0.3%,9363
Oceano CSD 1,87p 0.24% 1,8Y3 02% 1,478 Q.2% 1/882 0.2% 8871,
Nipomo CSD 4,091 0.3%% 4,110 0.2% 4,120 0[3% 4,131 D.2% 1414
County 3,251 8.2%6 3,51p 0.4% 3,5P5 0[2% 3,534 0.2% 3|542
23,160 1.6% 23,541 0.3p6 23,600 0.p% 23,659 0.3% 23|718
78. Routes-Garbage 7 0.9% 7 0.p% 7 0[0% 7 0.0% 7
79. Routes-Recycling b 0.0p6 6 0.0% 6 0.0% 6 0}0% 6
80. Direct Labor Hours 36,08p -3.3% 34,8B2 02% 34,969 %0.3 35,056 0.2% 35,144
Non-residential Garbage
Accounts
80. Arroyo Grande 491 2.0%% 501 0.8% 502 0[2% b04 2% 505
Grover Beach 441 -2.5M% 430 0.2% 4B1 0]|2% 432 0.3% 433
Pismo Beach 398 -10.2% 353 0.p% 354 0} 2% B55 D.2% 356
Oceano CSD 191 6.8% 204 0.p% 205 0]12% P05 0.2% 206
Nipomo CSD 209 3.3% 21p 0.24% 217 0.p% 417 0/.3% P18
County 478 -5.9% 450 0.3p6 451 0.2% 4p2 0[3% 453
2,203 -2.29 2,154 0.3% 2,199 0.2% 2,165 0[3% 2,70
81. Routes-garbage 8 0.0% 8 0.p% 8 0]0% 8 0.0% 8
Routes-recycling K 0.0% B 0.0% 3 0.0% 3 0J0% 3
82. Direct Labor Hours 28,93B -3.3% 27,90 02% 28,040 %0.2 28,110 0.2% 28,18}
Recyclable Materials - All areas-Commingled Redggl (in tons)
Accounts
83.  Tons Collected 12740 -adw  121p2 0j3% 12,922 0.2% 2584  0.2% 12,283
Recyclable Materials - All areas-Greenwaste Remg!
Routes 7 0.0% 1 -13.9p6 b 0.0% 6 0.0% 6
Tons Collected 13,511 -0.2% 13,481 0p% 13,515 0.2% 13549 0.29% 13,583
Direct Labor Hours 13,838 -3.3% 13,372 0.p% 13,406 0.0% ,4063 0.09 13,406
Garbage Tons Collected 41,507 ofr% 41,800 0.3% 410905 %l0.212,010]  0.2% 42,115

Fiscal Year: 1-1-2025to 12-31-2025

Pg. 6 of 6
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AUDIT & ATTEST, LLP

Independent Auditors’ Report

To Management of South County Sanitary Service, Inc.
San Luis Obispo, California

Opinion
We have audited the accompanying financial statements of South County Sanitary Service, Inc., which

comprise the statements of revenues and expenses — regulatory basis for the years ended December 31,
2023 and 2022, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
results of operations of South County Sanitary Service, Inc. for the years ended December 31, 2023
and 2022, in accordance with the financial reporting provisions of the Rate Setting Process and
Methodology Manual for Integrated Solid Waste Management Rates of the City of San Luis Obispo as
described in Note 1.

Basis for Opinion

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the basis of the financial reporting provisions prescribed or
permitted by the City and County of San Luis Obispo, which is a basis of accounting other than
accounting principles generally accepted in the United States of America, to comply with the
requirements of the City and County of San Luis Obispo. Our opinion is not modified with respect to
that matter.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of South County Sanitary Service, Inc. and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with financial reporting provisions of the Rate Setting Process and Methodology Manual
for Integrated Solid Waste Management Rates of the City of San Luis Obispo, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about South County Sanitary
Service, Inc.’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.

-1 -
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‘CALBER

AUDIT & ATTEST, LLP

Independent Auditors’ Report — Continued

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e [Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of South County Sanitary Service, Inc.’s internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about South County Sanitary Service, Inc.’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit. _

Caliberhudit ¢ #est, LLP
San Luis Obispo, California
June 21, 2024

805 Aerovista Pl, Ste 103, San Luis Obispo, CA 93401 Phone: (805) 888-0200 Fax: (805) 888-0201



South County Sanitary Service, Inc.

Statements of Revenues and fienses - Regulatory Basis
Years Ended Decemb@&1, 2023 and 2022

2023 2022
Revenues
Hauling revenue $ 20,923,570 $ 17,933,526
Other income 24,432 18,797
Total revenue 20,948,002 17,952,323
Allowable Costs
Direct labor 3,933,055 3,875,600
Corporate overhead - allowable threshold 411,842 378,184
Office salaries 836,906 811,699
Other general and administrative costs 5,954,616 5,513,884
Interest, related party 220,991 247,439
Total allowable costs 11,357,410 10,826,806
Allowable Pass-Through Costs
Tipping fees, related party 3,595,500 2,815,156
Non-related party tipping fees 1,859,582 1,499,247
Franchise fees and taxes 2,033,572 1,857,942
Related party rent 193,077 184,059
Transportation - compactors, related parties 4,446 13,750
Total pass-through costs 7,686,177 6,370,154
Total allowable and pass-through costs 19,043,587 17,196,960
Rate setting income 1,904,415 755,363
Non-Allowable Costs
Other non-allowable gains, net (24,172) (9,247)
Landfill savings, pass-through fees 128,786 122,199
Total non-allowable costs 104,614 112,952
Net income $ 1,799,801 $ 642,411

See Notes to Financial Statements.



Note 1.

South County Sanitary Service, Inc.
Notes to Financial Statements

Summary of Significant Accounting Policies

Nature of business:

South County Sanitary Service, Inc. (the Camy became a wholly-owned subsidiary of
Waste Connections US, Inc. as of Afr, 2002. The Company operates a garbage
collection service for residentjwommercial, and governmentattities located in Pismo
Beach, Arroyo Grande, Grover Beach and o#lreas of San Luis Obispo County. The
Company services collection routes by as€ompany-owned equipment and employees
of the Company. The Company extends credit in the form of accounts receivable to
customers in its service area.

Prescribed accounting practices:

The County of San Luis Obispo, City of Ago Grande, City of Bmo Beach, City of

Grover Beach, Avila Beach Community Services District, Nipomo Community Service
District and Oceano Community Service Ditrequire the Company to utilize the
accounting principles prescribed by the Ragtting Process and Methodology Manual for
Integrated Solid Waste Management Rates of the City of San Luis Obispo in its financial
statement reporting for tesetting purposes.

The primary purpose of the accounting principles prescribed by the Rate Setting Process
and Methodology Manual for Ingeated Solid Waste Manageméruates of the City of San
Luis Obispo is to determine integrated solid waste management rates which are fair to
residents and which provide adequate reveauke hauler. The basis of presentation
prescribed by the Rate Setting Process ldethodology Manual for tegrated Solid Waste
Management Rates of the City of San LQisispo differs from U.S. generally accepted
accounting principles (U.S. GAAm that the following expems are non-allowable costs:
charitable donations and padil contributions, entertament expenses, income tax
expenses, landfill savings paymemd profit sharing payments not related to an Internal
Revenue Service approved pension progieme. Manual also specifies a limitation on
corporate overhead, which is defd as salaries of corporatéicers that can be treated as
allowable costs. Bonus costad allocated facility and adnistrative suport costs are
included as allowable costacare not part of the cor@ie overhead pool subject to
limitation. Although not specifically listed asn-allowable costs in the Manual,
management has also historically classittes following costs as non-allowable: loss (or
gain) on disposal of assets, penaltees] certain employaelocation costs.

In addition, according to the accounting prinegpprescribed by the Rate Setting Process

and Methodology Manual for Integrated $ioWaste Management, the operations of the
individual garbage districts are considered separate entities for rate setting purposes. Given
this, the financial statements for each compaaye not been consolidated with the other
subsidiaries of Waste Connections US, Inc.



South County Sanitary Service, Inc.

Notes to Financial Statements

Reclassifications:

Certain amounts in th2022 financial statements havedn reclassified for comparative
purposes to conform with presentattiin the 2023 finacial statements.

Allocation of costs:

Management of the Company believes that because costs are shared between districts,
allocating costs between the companies receiving the benefits is the most effective way to
track and record the costs at the standalosteicti(Company) level. These costs are mainly
allocated based on truck hours or customer tfmantainer counts, CNG trucks and yard
waste tons are also used dea@dtors), depending on the natofehe cost. In general, costs
that are administrative are allocated on customer conatcasts that are direct are

allocated on truck hours, consistent with divect labor (direct) and office salaries
(administrative) allocations.

Interest:

Interest expense is allocated using an estitniaternal interest ta (3.09% for 2023 and
3.89% for 2022) and applying that intereger the average net book value of fixed
assets, and then allocating to the stand-alostectilevel based on the pro-rata depreciation
allocation percentages. The Rate Setting®ss and Methodology Manual for Integrated
Solid Waste Management Rates of the Citgpan Luis Obispo includes interest expense as
an allowable cost.

Income tax:

Entity level income tax is assessed at the @@te parent entity level. As a wholly owned
subsidiary, the standalone district (then@@any) does not pay or incur income tax. As
such, there is no provision for current ofedeed income taxes for the Company, and no
allocation is made on the st#alone financial statemerfts income tax. Income tax
expense is a non-allowable cost under the prlesiprescribed by the Rate Setting Process
and Methodology Manual for Ingeated Solid Waste Manageméruates of the City of San
Luis Obispo.

Franchise fees and taxes:

U.S. generally accepted accounting principles waafuire that tax and franchise fees that
are assessed by governmentahatities that are directlynposed on a revenue-producing
transaction betweenszller and a customer be presednte a net basis (excluded from
revenues). However, in accordance with Rate Setting Prosg and Methodology Manual
for Integrated Solid Waste Management Rafee City of San Luis Obispo, franchise
fees and taxes have been shown grosseasttements of revenues and expenses —
regulatory basis and arecinded in revenues and shiows an allowable cost.



South County Sanitary Service, Inc.
Notes to Financial Statements

Use of estimates:

The preparation of financial statements in comfity with practices prescribed or permitted
by the Rate Setting Process and MethogplManual for Integrated Solid Waste
Management Rates of the City of San LOisispo, which is a comprehensive basis of
accounting other than U.S. generally acceptedwatting principles, requires management
to make estimates and assumptions that afifecteported amounts agsets and liabilities
and disclosure of contingent assand liabilities at the date of the financial statements and
the reported amounts of revesusnd expenses during the repw period. Actual results
could differ from those estimates.

Revenue recognition:

Revenues are recognized whsanmvices are transferredd¢astomers in an amount that
reflects consideration that é&xpected to be received.

Nature of revenue:

The Company’s solid waste collection buesia involves the coliéion of waste from
residential, commercial anddustrial customers for transpaiirectly tothe landfill,
transfer stations or recynlj centers. Solid waste collectisarvices include both recurring
and temporary customerdagonships. The servicese performed under service
agreements or franchise agreements githernmental entities. Residential and
commercial collection services are proddesn a subscription s with individual
households or businesses. Tées received for collectionrsgces are based primarily on
the market, collection frequendgyel of service, route dengjttype and volume or weight
of the waste collected, tyjd equipment and containggnished, the ditance to the
disposal or processing facylitthe cost of disposal orgeressing, and prices charged by
competitors for similar services.

Disaggregation of revenue:

The following table presents the Compangsenue disaggregated by contract type:

2023 2022
Hauling revenues - residential customers $ 12,140,434 $ 10,222,758
Hauling revenues - commercial customers 8,783,136 7,710,768
Total $ 20,923,570 $ 17,933,526

The factors that impact the timing and amaooifntevenue recognized for each type of
revenue may vary based on the nature efséérvice performed. Generally, the Company
recognizes revenue at the tith@erforms a service. Caiih customers are billed in
advance (bi-monthly billingand, accordingly, recognition die related revenues is
deferred until the serses are provided.



South County Sanitary Service, Inc.

Notes to Financial Statements

Contract balances:

The timing of revenue recognition, billingedcash collections results in billed accounts
receivable (contract assets), and custoteposits and deferredvenue (contract
liabilities) on the Company’s balance sheet (not presented).

Performance obligations:

Service performance obligations of a long-term nature, such as solid waste collection
service contracts, are satisfied over tiangg revenue is recognized based on the value
provided to the customer daog the period. The amount billedttoee customer is based on
variable elements such as the numbeesidential homes or businesses for which
collection services are providethe volume of waste collectgtransported and disposed,
and the nature of the waste accepted Tobmpany does not disclose the value of
unsatisfied performance obligations for thesntracts as itsgint to consideration
corresponds directly tihhe value provided to the custonier services completed to date
and all future variable comeration is allocated tohwlly unsatisfied performance
obligations.

Costs to obtain a contract:

The incremental direct costs of obtainingamtract, which consist of sales incentives,
would be recognized on the Coamy’s balance sheet (not peesed) as a deferred sales
incentive to be amortized to expense ovelliteeof the customer relationship. There were
no contract acquisition costs recoraggdhe stand-alone district level.

Accounts receivable and allowance for credit losses:

Accounts receivable is statatithe amount managemepects to collect from
outstanding balances. At each balance diatet the Company recognizes an expected
allowance for credit losses. In addition, alseath reporting date,ithestimate is updated
to reflect any changes in credit risk&rnthe receivable was initially recorded. This
estimate is calculated on a pooled basismtsimilar risk chacteristics exist. The
allowance estimate is derivém a review of the Compg’s historical losses based on
the aging of receivables. This estimate igisigtd for management’s assessment of current
conditions, reasonable and sugpbte forecasts regarding future events, and any other
factors deemed relevant by the Company. Men@ent believes th#fte composition of
trade receivables at year-end is consistetit tistorical conditiongs credit terms and
practices and the customer base has natggdhsignificantly and sanot identified any
current conditions or supportable forecdabtst would have a material impact on the
expected credit losses.

The Company writes off receivables when thernafisrmation that indicates the debtor is
facing significant financial difficulty and #re is no possibility of recovery. If any
recoveries are made from any accounts previouslyen off, they will be recognized in
income or an offset to credit loss expensthayear of recovery, in accordance with the
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South County Sanitary Service, Inc.
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entity’s accounting policy eléion. Changes in the valuati allowance have not been
material to the financial statements.

Property and equipment, and depreciation:

Repairs, maintenance and small equipnpemthases are charged to expense when
incurred. Expenditures, which significantly incseaasset values or extend useful lives, are
capitalized and recorded atstoDepreciation expense id@aated on the straight-line
method over the following useful lives:

Years
Buildings and improvements 25
Vehicles 7
Containers 7
Equipment 7
Office equipment 5

Depreciation is allocated to eastand-alone district based on a combination of customer
count, container count, and truck hours @dlion factors. Depreaiion expense for the
years ended December 31, 2023 and 2022 was $1,704,522 and $1,391,758, respectively.

Public relations and promtions (advertising) costs:

The Company expenses public relatiansl promotions costs as incurred.

Insurance:

Waste Connections US, Inc., the sole shalder and parent dhe Company has high
deductible coverage for automobile ligtlyi general liability, employer’s liability,
environmental liability, as weas for certain employee grotealth claims, property and
workers’ compensation. Wast@@hection’s insurance accruase based on claims filed

and estimates of claimsdarred but not reported amade developed by corporate
management with assistance from its thpedty actuary and ithird-party claims
administrator. The insurance accruals areugriced by past clainexperience factors,

which have a limited history, and by publishadustry developmeriaictors. Insurance
expense and allocated insurance expense éaCtmpany are recorded in other general and
administrative costs on the statements véneles and expenses — regulatory basis.

Economic dependency:

The Company provides disposal services sidential and commercial customers under the
terms of franchise agreements with @iges of Arroyo GrandeGrover Beach, Pismo

Beach and the County of San Luis Obispoe Tompany also has franchise agreements
with Avila Beach Community Service Distrigdceano Community Services District and
Nipomo Community Service District. Collectioates are determined annually based on
historical expenses, future budgeted experaas a reasonable rate of return. The
franchise agreements extend through 2039.
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Note 2.

South County Sanitary Service, Inc.
Notes to Financial Statements
In consideration for the grant tife exclusive franchise to prold services to the respective

municipalities the Company has agreed tp pdranchise fee bagdaipon a percentage of
annual gross solid waste revenues piesito each grantee, as follows:

Avila Beach Community Services District 10%
Oceano Community Service District 5%
Nipomo Community Service District 10%
City of Arroyo Grande 10%
City of Grover Beach 10%
City of Pismo Beach 10%
County of San Luis Obispo
(unincorporated) 10%

In addition to the franchise fees above, @m@npany is required to make landfill savings
payments to the County of San Luis Qimsand the Cities of Arroyo Grande, Grover
Beach, Pismo Beach and Oceano Communityi&s\District. These landfill savings
payments are non-allowable for the purposesiaf setting and are jadted annually by the
same percent increase as collection rates.

The Company is required to submit auditedtiicial statements to the County of San Luis
Obispo, to the cities of Arroyo Grandgrover Beach, and Pismo Beach and to the
community service districts of Avila, Oceanaladipomo within six maths of their year
end. The contracts allow for an extension wietiif mutually agreedpon by both parties.

Related party rent:

The Company accounts for intercpamy leases as related yamtnt expense and has not
adopted the new lease guidance becthesetercompany leas eliminate on a
consolidated level for Wse Connections US, Inc

Related Party Transactions

The Company has entered into various relatatly transactions. The nature of related
party transactions and amountst specifically identifieglsewhere in the financial
statements are as follows:

Overhead:

South County Sanitary Service, Inc. is Boly-owned subsidiarpf Waste Connections

US, Inc. Waste Connections US, Inc. providemagement and administrative services to
South County Sanitary Service, Inc. Thessts are included as corporate overhead -
allowable threshold in the accompanying statesehrevenues and expenses - regulatory
basis.



South County Sanitary Service, Inc.

Notes to Financial Statements

Tipping fees:

Waste Connections US, Inc. is also the sbiareholder in Cold Canyon Land Fill, Inc.
which operates the sanitary landfill that then@pany utilizes for theisposal of garbage
collected, and the Materials Recovery RaciIMRF) for the disposal of recyclable
material. These costs are included in tigpiees, related party the accompanying
statement of revengand expensesregulatory basis.

Transportation:

The Company also pays other related comgaitietransportation costs of garbage to the
landfill. The transportation costs — compactors, related parties are included in the
accompanying statement of revenues and expenses — regulatory basis.

Allocated insurance:

The Company incurs expenses for insuranstsahat are allocated from a related party
company that is a subsidiary of Waste Comioes US, Inc. The amount of the insurance
cost allocated totale$il, 387,074 and $1,324,786 for the years ended December 31, 2023
and 2022, respectively, whichircluded in other generahd administréve costs.

Allocated facilities andegional support costs

The Company incurs expenses ffegional facilities and admistrative support costs that
are allocated from the regional division of Wea€onnections US, Inc. The amount of the
facilities and athinistrative support s allocated totaled $55,652 and $69,189 for the
years ended December 31, 2023 and 2022, resplgtivhich is included in other general
and administrative costs.

Allocated labor:

The related companies pay for labor and sewon behalf of each other. These costs are
allocated between the companies receivimghi@nefits. The allocated labor costs are
recorded to direct labor orfafe salaries. Direct labor cosige allocated to the companies
based on truck hours. Office salaries arecalled to the comparsgdased on customer
count.

Allocated bonuses:

Bonus costs to the local ldvemployees allocatefrom corporate amacluded in direct
labor and office salaries.

Allocated interest:

Interest expense is allocated to the stalwdie district level based on the policy as
described in Note 1, and is showas interest, related party.
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Allocated other costs:

The Company incurs other costs that are shiaetaeen the related companies. These costs
are allocated between the companies rexgithe benefits. These costs are mainly
allocated based on truck hours or customer tfmontainer counts, CNG trucks and yard
waste tons are also used deadtors), depending on the natofehe cost. In general, costs
that are administrative are allocated on customer conat;casts that are direct are

allocated on truck hours, consistent with divect labor (direct) and office salaries
(administrative) allocations.

Note 3. Employee Benefit Plan

The Company’s employees can participattha401(k) profit sharing plan (the Plan)
offered by Waste Connections US, Inc. YéaSonnections US, Inc. made matching
contributions to a trust, for the benefit of gfiad employees, subjetd certain limitations
imposed by the Internal Revenue Senfarethe years ended December 31, 2023 and 2022.
The Company matches 100% of employee cortioha up to 5% of compensation and the
match vests immediately. Substantially all enygles are eligible who are 21 years of age
and have at least one yedrservice. For the yeara@ed December 31, 2023 and 2022, the
Company’s contribution amounted$d37,140 and $128,786, respectively. The total
amount of the retirement cost®aecorded in the financialsdements as part of direct

labor and office salaries.

Note 4. Related Party Lease

The Company has a lease for office and yaetspvith a related piy, Corral de Piedra

Land Company. The lease is renewed annually.bBse rent is allocated to the stand-alone
districts. The monthly basentefor the Company’s yard and office space for the years
ended December 31, 2023 and 2022 is $16,09Gab@338, respectively. The base rent is
subject to an annual increase based on theuwgrsPrice Index (CPBnd is also subject

to allocation adjustments. Related partytrexpense for the years ended December 31,
2023 and 2022 was $193,077 and $184,059, respectNayrelated party rent expense

for the years ended December 31, 2023 and 2022 was $6,080 and $6,365, respectively.

Note 5. Commitments and Contingencies

The Company has certain workers’ compensatlaims outstanding dhe end of the year.
The ultimate responsibility dhese claims is held by Wast®ennections US, Inc, the sole
shareholder and parent of the Company. Rii@wvn liability and experesis allocated from
the corporate consolidated level to the stalmhe Company. However, the liability and
expense for any incurred buoibt reported (IBNR) estiated amounts have not been
recorded to the financial statents of the stand-alone Company.

The solid waste industry in which the Compamperates is subject tocertain level of

environmental risk. Although the Company does not accept hazardous waste materials from
its commercial and residential customers focetaent in the landfilland is not aware of
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Note 6.

Note 7.

South County Sanitary Service, Inc.
Notes to Financial Statements

any occurrences of receiving hazardousteranaterials, occurrences are reasonably
possible. Such environmental liabilities cdbhlave a materialfiect on the financial
position of the Company.

Significant Concentration of Risk

The Company operates exclusively in thedsalaste industry in San Luis Obispo County,
and therefore, its revenuesdareceivables are subjectgeographical concentrations.

Due to the nature of the Company’s servjaessaccounts receivable balance is comprised
of amounts due from many customerhis diversity reduces the risk of any one customer
significantly impacting the Company’s realization of its receivables.

Subsequent Events

The date to which events occurring albecember 31, 2023 have been evaluated for
possible adjustment to the fimaal statements or disclosuseJune 21, 2024 which is the
date on which the financial statements were available to be issued.
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