
 

 
 

City of Placerville 
MEMORANDUM 

 
 
DATE:  June 23, 2009 
 
TO: City Council 
 
FROM: John Driscoll 
  City Manager/City Attorney 
     
SUBJECT: EL DORADO DISPOSAL RATE INCREASE  
______________________________________________________________________________ 
 
RECOMMENDATION  
 
That the City Council adopt a resolution authorizing El Dorado Disposal’s rate increase effective 
July 1, 2009, with the actual rates depending upon whether or not the City adopts an ordinance 
establishing mandatory garbage service. 
 
DISCUSSION  
 
Approximately one year ago, the City Council took action with respect to the franchise 
agreement with El Dorado Disposal.  That action included extending the franchise agreement, 
amending the franchise agreement, adjusting rates and instituting the 3-cart collection system.  
The amended franchise agreement provides for these rate modifications so long as El Dorado 
Disposal requests them before April 1, 2009.  The modifications, if approved, become effective 
July 1st of each year. Pursuant to the terms of the franchise agreement, El Dorado Disposal has 
requested rate modifications effective July 1, 2009. 
 
The actual rates will depend upon whether or not the City passes an ordinance establishing 
mandatory garbage service.  One of the components of the rate structure is a step increase that 
has been built into the existing rate structure to reflect that the initial rates established last year 
were based on mandatory garbage service.   Although the City did not require mandatory service 
at that time, the initial rates based upon mandatory service were designed to reduce the initial 
costs of going to the 3-cart system and also allow the City time to establish mandatory service. 
 
Also on the Council’s agenda tonight is an ordinance which will establish mandatory service. If 
the Council does not pass that ordinance, the proposed rates for a 32-gallon service will be 
$18.82 per month, which reflects an increase of $1.45 per month.  If the Council passes the 
ordinance establishing mandatory service, the increase will be $.23 per month, for a total of 
$17.60 per month for a 32-gallon service. 
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Below is a breakdown of the current rates, and the proposed rates at both the non-mandatory and 
mandatory levels.  

 
 
  Non Mandatory Year 1 
2008  Current  
Residential    

 Base Rate 
Fuel 
Surcharge Total Rate 2008 

32 Gallon  $ 16.53   $    0.84   $       17.37  
64 Gallon  $ 25.71   $    1.31   $       27.02  
96 Gallon  $ 30.85   $    1.57   $       32.42  
    
    

 
Non Mandatory Year 2    
2009     
Residential     

 
2008 
Rate 

Step 
Increase Adjusted CPI 

Total New 
Rate 2009 

32 Gallon  $   17.37  $        1.15  $            0.30  $       18.82  
64 Gallon  $   27.02  $        0.22  $            0.37  $       27.61  
96 Gallon  $   32.42  $        0.91  $            0.49  $       33.82  
32 Gallon 
Senior   $     5.63  $        1.04  $            0.27  $       16.94  
64 Gallon 
Senior  $   24.31  $        0.20  $            0.33  $       24.85  

 
 
 

Mandatory       
2009       
Residential       

  
2008 
Rate Adjusted CPI 

Total 
New Rate 
2009 

32 Gallon  $   17.37  $    0.23   $   17.60  
64 Gallon  $   27.02  $    0.36   $   27.37  
96 Gallon  $   32.42  $    0.43   $   32.85  
32 Gallon 
Senior   $   15.63  $    0.21   $   15.84  
64 Gallon 
Senior  $    4.31   $    0.32   $   24.64  

 
 
A complete schedule of all of the proposed rates to be effective July 1, 2009, is shown on Exhibit 
“A” attached to this report. Representatives of El Dorado Disposal will be at tonight’s meeting to 
discuss the methodology involved with respect to the proposed rate modifications.   
 
The above rates reflect a reduction in the fuel component of the CPI from 5.08% to 2.97%.  In 
2006, as a result of rising diesel costs, a fuel surcharge was added to the rate structure.  Since 
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2006, fuel surcharges have been periodically adjusted based on fluctuations in diesel fuels costs. 
The fuel surcharge was added because diesel fuel costs had risen 12.44% from 2003 to 2006. 
Diesel fuel is the third largest single expense that El Dorado Disposal incurs.  The surcharge was 
initially added to garbage collection service in the county and subsequently added to City 
collection services. 
 
When the diesel surcharge was first proposed, the County conducted a study and concluded that 
the surcharge was warranted, which resulted in the approval of a 3.78% fuel surcharge. The 
study also recognized that diesel fuel costs as identified in the Producer’s Price Index would be 
the appropriate means of identifying those costs for El Dorado Disposal.  In analyzing El Dorado 
Disposal’s request for a surcharge, the City reviewed El Dorado Disposal’s records and the 
County study, and ultimately approved a surcharge of 3.57%. Because El Dorado Disposal was 
also requesting a CPI increase at that time, the fuel component of the CPI was identified, and that 
component was subtracted from the overall rate increase. This was done so that El Dorado 
Disposal would not receive a rate increase which included two cost factors for fuel.   
 
The rates for both non-mandatory and mandatory service contain an adjusted CPI component. At 
the Council meeting in May, when the Council previewed the requested rate increases, the 
Council indicated that the fuel surcharge should not be separately stated, but rather included in 
the overall change.  As a result, the fuel costs based on the Producer’s Price Index are included in 
the adjusted CPI.  The adjusted CPI also retains credit for fuel costs which are part of the 
traditional CPI, meaning that fuel costs are only included once in the calculation.   
 
FISCAL IMPACT  
 
Approval of El Dorado Disposal’s rate increase request will affect the City in two ways.  While 
El Dorado Disposal picks up garbage at most City facilities without charge, there are a couple of 
facilities where the City does pay for garbage service, therefore there will a nominal increase in 
those costs.  On the other hand, the City’s revenue will increase as the franchise fee is based on a 
percentage of El Dorado Disposal’s gross revenues.  
 
 
Respectfully submitted,    Reviewed for fiscal impact: 
 
 
________________________________   ____________________________________ 
John Driscoll      Dave Warren 
City Manager/City Attorney    Finance Director 
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