
 

 
 
 

City of Placerville 
MEMORANDUM 

 
DATE:  September 6, 2006 
 
TO: City Council 
 
FROM: John Driscoll, City Manager/City Attorney 
     
SUBJECT: EL DORADO DISPOSAL SERVICE / RATE INCREASE REQUEST 
______________________________________________________________________________ 
 
RECOMMENDATION  
 
That the City Council adopt a resolution authorizing the following rate increases for El Dorado 
Disposal Service: (1) A cost of living increase based on the Consumer Price Index in the amount 
of 3.7%; and (2) a diesel fuel surcharge at the rate of 3.57%. 
 
BACKGROUND 
 
This matter is before the Council as a result of a request by El Dorado Disposal (Waste 
Connections) for a rate increase based on the Consumer Price Index (CPI), in the amount of 
3.7%, and for a diesel fuel surcharge in the amount of 3.57%. As the Council will recall, in June 
of this year, Waste Connections took over the operation of El Dorado Disposal Service from 
Waste Management. At the time of the assignment of the franchise rights from Waste 
Management to Waste Connections, representatives of Waste Connections appeared before the 
Council and indicated that they would be coming back shortly with a rate increase request based 
on the CPI, as well as the increase in diesel fuel cost for the operation of the disposal service. 
 
El Dorado Disposal provides refuse collection to the Western Slope of El Dorado County, 
including the City of Placerville and the unincorporated area of El Dorado County. Historically, 
requests for rate increases by El Dorado Disposal have initiated with El Dorado County and then, 
after a determination by the County, those requests have been submitted to the City Council for 
its consideration. The franchise agreement between El Dorado Disposal and the City closely 
mirrors the franchise agreement between El Dorado Disposal and El Dorado County. In the past, 
both entities, El Dorado County and the City of Placerville, have utilized the same procedure 
with respect to rate increase requests by El Dorado Disposal.  
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ANALYSIS 
 
The rate increases requested by El Dorado Disposal were earlier this year presented to El Dorado 
County for its approval. As a result of that request, this summer, the County conducted public 
hearings with respect to the requested rate increases and diesel fuel surcharge. In requesting the 
increases, El Dorado Disposal utilized a methodology requested by El Dorado County. This 
method was recommended to the County by R3 Consulting Group. The method is known as the 
Refuse Rate Index, or RRI. The RRI is a method in which four specific indices, as well as CPI 
are used to create a blended index that more closely resembles the trend in solid waste industry 
companies' expenses.  
 
The indices are all published by the United States Department of Labor, Bureau of Labor 
Statistics, the same federal agency that publishes the CPI. Changes in these indices are calculated 
in the exact same fashion as the CIP. The RRI method applies different weighting to these 
indices, based on the relative proportion of the company's operating expenses, corresponding to a 
certain index. The weighted, or discount indices are combined to give an overall RRI. The RRI 
for the year ending May 31, 2006, was 7.87%. Diesel fuel alone was 3.57%, and all other 
categories totaled 4.30%. 
 
The County analyzed the data supplied by El Dorado Disposal in support of their request. On 
June 13, 2006, the County approved the CPI increase requested by El Dorado Disposal, and on 
August 22, 2006, the County approved the diesel fuel surcharge in an increased amount of 
3.78%. It should be noted that this is in excess of the 3.57% requested by El Dorado Disposal at 
this time. 
 
In its analysis of the rate increase request, El Dorado County's Environmental Management 
Department reviewed El Dorado Disposal's financial records in accordance with the United 
States Department of Labor rate model for determining fuel costs as it related to total operational 
expenses for solid waste companies. The County also reviewed the CPI data in support of the 
3.7% increase request. In both instances, the County determined that the additional rate increases 
were justified. As noted above, the County actually granted a diesel fuel surcharge in excess of 
the 3.57% requested by El Dorado Disposal. City staff has not only reviewed the information 
provided by El Dorado Disposal, but also the County's review of these rate requests, and has also 
concluded that the requests are justified. El Dorado Disposal was last granted a rate increase in 
February of 2002.  
 
While the diesel fuel surcharge is intended to simply allow El Dorado Disposal to recoup the 
costs of operation in light of rising fuel costs, the CPI increase only reflects the CPI increase 
between 2006 and 2005. The following points are also significant in determining that the rate 
increases are warranted. For the year ending May 31, 2006, El Dorado Disposal's diesel fuel 
expense represented 8.85% of the company's operating expenses. For the year ending May 31, 
2004, diesel fuel expense represented 5.39% of the company's operating expenses. As an 
example, the cost of diesel for El Dorado Disposal rose from $488,871.33 in 2005, to 
$754,319.40 in 2006. The change in the diesel fuel index over the past three years has been 
172.58%, which, when weighted with the last three years of operating expenses, would yield a 
total surcharge of 12.44%.  
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Again, it is important to note that El Dorado Disposal is only requesting the increase in diesel 
fuel for the past year, and not over the last three years. It does not reflect the overall increase 
from El Dorado Disposal's last increase in 2002 to 2006. The actual increase of the CPI for the 
last three years is in excess of 6%; however, El Dorado Disposal is only requesting the increase 
for the previous year, and not a cumulative increase over the past three years. 
 
El Dorado Disposal has provided the appropriate notice under the franchise agreement to the 
ratepayers of this proposed action. Notice of the proposed rate increase was published in the 
Mountain Democrat at least 10 days prior to the Council meeting. This action is consistent with 
the notice required by El Dorado County with respect to their requested increases, which were 
before them this past summer. Staff from El Dorado Disposal will be present at the Council 
meeting to answer any questions regarding the requested increases. 
 
Staff has been working diligently with El Dorado Disposal staff toward the presentation of a cart 
program within the City of Placerville. It is anticipated that a pilot cart program will be presented 
to the citizens of Placerville this fall, and a formal presentation will be made to the Council with 
respect to the pilot program in October of this year. 
 
FISCAL IMPACT  
 
The City receives a franchise fee based on a percentage of the gross revenues received by El 
Dorado Disposal from its operations within the franchise area. This rate increase could 
potentially increase the amount of franchise fees paid to the City by El Dorado Disposal. If this 
rate increase is adopted, customers in the City of Placerville will receive an increase of 3.7%, as 
well as a diesel fuel surcharge in the amount of 3.57%, for a total rate increase of 7.27%; 
however, it should be noted that the diesel fuel surcharge shall be adjusted each year thereafter. 
While it may or not be likely, it has the potential for being adjusted downward, depending on 
diesel fuel costs. 
 
 
Respectfully submitted,   
     
 
_________________________________  
John Driscoll 
City Manager/City Attorney 
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