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Executive Summary

Study Objectives

The City contracted with FCS to complete a rate analysis and update for the residential and commercial solid
waste utilities. The purpose of the update was to assess the sufficiency of the rate recommendations from the FY
2022 utility rate study for the rate setting period of FY 2026 to FY 2029. Inflationary pressures from wages,
benefits, and other operating costs have outpaced original projections, and, as a result, City staff requested that
FCS evaluate if additional rate adjustments are needed to support the utilities. The results of this study establish a
blueprint for achieving strong financial performance in the future while delivering efficient and effective services
to the customers. The scope of the project included the following key elements:

e Assess revenue needs for the FY 2026 to FY 2029 rate-setting period that includes adequate funding for
operations and maintenance, debt service, and other program activities.
e Forecast long-term capital needs and incorporate these needs into a long-term funding forecast.

e Develop and recommend rate structures that generate sufficient revenue to meet the utility’s financial
obligations on a standalone basis.

Residential Solid Waste Study Results

Collection, disposal, and capital expenditures are anticipated to outpace revenue at existing rates as well as
projected rate adjustments recommended from the FY 2022 rate study. The proposed rate revenue adjustments
for the FY 2026 to FY 2029 rate-setting period are 10.0 percent in FY 2026, 8.0 percent in FY 2027, and 2.35
percent in FY 2028 and FY 2029. Annual rate adjustments are assumed to be implemented at the beginning of
each fiscal year (July). Combined with available financial reserves, these adjustments would generate adequate
funding to meet the utility's ongoing expenditures.
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Exhibit 1.

Revenue Requirement Analysis for Residential Solid Waste
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The proposed rates for residential solid waste service over the rate-setting period are summarized in Exhibit 2.
The monthly rate for standard residential service (weekly collection for one garbage barrel and one recycling
barrel) is projected to increase in FY 2026 from $23.55 to $25.91 — a difference of $2.36 per month.

Exhibit 2.

Proposed Residential Solid Waste Rates

FY 2025

(Existing) FY 2026 FY 2027 FY 2028 FY 2029

Standard Service $23.55 $25.91 $27.98 $28.63 $29.31
Change from Prior Year $2.36 $2.07 $0.66 $0.67
Percent Change from Prior Year 10.00% 8.00% 2.35% 2.35%
Additional Refuse Service $19.29 $21.22 $22.92 $23.46 $24.01
Change from Prior Year $1.93 $1.70 $0.54 $0.55
Percent Change from Prior Year 10.00% 8.00% 2.35% 2.35%
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Commercial Solid Waste Study Results

Similar to the residential solid waste utility, collection, disposal, and capital expenditures are anticipated to
outpace revenue at existing rates. The proposed revenue adjustments include 2.40 percent in FY 2026, followed
by 2.30 annually between FY 2027 and FY 2028, dropping to 2.20 percent in FY 2029. Annual rate adjustments are
assumed to be implemented at the beginning of each fiscal year (July). These adjustments would generate
adequate funding to meet the utility's ongoing expenditures and maintain compliance with reserve funding
policies established by the City's Principles of Sound Financial Management (minimum reserve equivalent to 20
percent of annual operating expenditures).

Exhibit 3.

Revenue Requirement Analysis for Commercial Solid Waste
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The proposed rates for commercial solid waste services over the rate-setting period are based on the overall
revenue requirements as well as the cost-of-service findings from the FY 2021 rate study. Front-load refuse
collection service rates are projected to increase between 2.00 and 2.20 percent annually. Recycling collection
service rates are projected to increase at a higher rate than the overall revenue requirement over the next several
years to align with the cost to provide service. Annual rate adjustments for this service are projected at 5.75
percent from FY 2026 through FY 2028 before dropping to 2.20 percent annually. Roll-off and compactor service
rates are projected to increase by the overall system average increase of between 2.20 and 2.40 percent
depending on the year. A detailed rate schedule for commercial solid waste services is listed in Exhibit 11 to
Exhibit 15.
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Rate Study Methodology

Overview

The methods used to establish user rates are based on principles that are generally accepted and widely followed
throughout the industry. These principles are designed to produce rates that equitably recover costs from each
class of customer by setting the appropriate level of revenue to be collected from ratepayers and establishing a
rate structure to collect those revenues.

The three key analyses typically completed as part of the rate study process are listed below:

e Revenue Requirement. This analysis identifies the total revenue requirement to fully fund the residential and
commercial solid waste utilities on a standalone basis, considering operating and maintenance expenditures,
capital funding needs, and fiscal policy objectives.

e Cost of Service. This analysis equitably distributes costs to customer classes based on their proportional
demand and use of the system. FCS did not update the cost-of-service analysis from the FY 2021 rate study
as part of this rate update. Phase in strategies were developed as a part of that analysis and those phase-in
strategies were rebalanced and applied through this update.

e Rate Design. This analysis includes the development of rate structures that generate sufficient revenue to meet
each system’s revenue requirement forecast and to address the City’s pricing objectives. No new rate design
work was completed as part of this update. Results from the revenue requirement analysis were applied
based on the rebalanced cost of service phase-in to the FY 2026 to FY 2029 rate schedules. Exhibit 4
illustrates the entire rate study process.

Exhibit 4.

Overview of the Rate Study Process
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Fiscal Policies

The basic framework for evaluating utility revenue needs is founded on a set of fiscal policies. These policies,
which can address a variety of topics, including cash management, capital funding strategy, financial
performance, and rate equity, are intended to promote long-term financial viability for the City’s solid waste
utilities. The City's fiscal policies are formalized in its Principles of Sound Financial Management. Topics
addressed in the fiscal policy resolution include financial reserves, capital improvement plan management, debt
management, revenue sufficiency, and rate equity.

Reserves

Reserves are a key component of any utility financial strategy, as they provide the flexibility to manage variations
in costs and revenues that could otherwise have an adverse impact on ratepayers. The rate study included the
following financial reserves:

e Operating Reserve: Operating reserves are designed to provide a liquidity cushion to ensure that
adequate cash will be maintained to deal with significant cash balance fluctuations such as seasonal
fluctuations in billings and receipts, unanticipated cash expenses, or lower-than-expected revenue
collections. The industry standard is to maintain a minimum balance in the operating reserve equal to 30
to 60 days of operations and maintenance (O&M) expenses for a municipal solid waste utility. These, of
course, are guidelines, and actual levels should be established based on each jurisdiction’s unique needs
and tolerance for risk. The current operating reserve target for the solid waste enterprise funds is 20
percent of O&M expenses. It is assumed that any operating funds above this target are available for
capital projects.

¢ Equipment Replacement Reserve: An equipment replacement reserve is a best practice in municipal
fleet management. The reserve is a funding mechanism for future fleet replacement costs. Each solid
waste utility is assessed an annual charge that is transferred to an equipment replacement reserve fund.
The City accumulates a reserve over the lifecycle of a solid waste vehicle so that funding is available to
replace that vehicle at the end of its useful life. The annual transfer from each utility to the Equipment
Replacement Reserve is based on the planned lifecycle (in years) of each vehicle, anticipated salvage
revenues, and an assumed rate of inflation for the vehicle's replacement. The annual charge for the
residential and commercial solid waste funds is $1.8M and $0.3M, respectively, in FY 2025. Future
contributions to the reserve fund are based on current funding levels adjusted by an assumed rate of
cost inflation.

Reserves should fluctuate above and below targets, and such experience does not reflect on the quality of
budgeting or management. In fact, if a reserve remains static for extended periods of time without use, this may
indicate that it is not set appropriately or is unnecessary. Utility reserves are intended to absorb fluctuation in
revenues or expenditures without abrupt rate impacts. As reserve levels vary, a policy structure can define the
mechanisms for regulating those levels and returning them to intended targets

Debt Management

Debt financing is a viable tool for capital funding. Compared with pay-as-you-go funding, debt smooths out the
rate impact of a capital program by spreading costs over time. It also creates intergenerational equity — also
referred to as "pay-as-you-use” because future customers who use the assets are the ones paying for them.
However, debt should not be relied on too heavily as it carries the risk of default. Debt also reduces budget
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flexibility — cash-funded capital projects can be delayed if there is a revenue shortfall, but once the utility has
issued debt, the debt service needs to be paid in good times or bad. While debt is a useful part of the capital
funding toolbox, it needs to be monitored to ensure that the system does not become too heavily dependent on
it. Debt service coverage is a metric used to evaluate the City's debt level.

Revenue Requirement Analysis

A revenue requirement analysis forms the basis for a long-range financial plan and multi-year rate management
strategy for each system. It also enables the City to set utility rate structures which fully recover the total cost of
operating each system: capital improvement and replacement, operations, maintenance, general administration,
fiscal policy attainment, cash reserve management, and debt repayment. Linking rate levels to a financial plan
such as this helps to enable sound financial performance for the City's utility enterprise funds, as well as a clear
and reasonable relationship between the costs imposed on utility customers and the costs incurred to provide
the service.

A revenue requirement analysis includes the following core elements to form a complete portrayal of the utility's
financial obligations.

o Fiscal Policy Analysis. Identifies formal and informal fiscal policies of the City to ensure that current
policies are maintained, including reserve levels, capital/system replacement funding, and debt service
coverage.

e Capital Funding Plan. Defines a strategy for funding the City's capital improvement/equipment
replacement program, including an analysis of available resources from rate revenues, debt financing,
and any special resources that may be readily available (e.g., grants, outside contributions, etc.).

e Operating Forecast. Identifies future annual non-capital costs associated with the operation,
maintenance, and administration of each system.

o Sufficiency Testing. Evaluates the sufficiency of revenues in meeting all financial obligations, including
any coverage requirements associated with long-term debt.

e Strategy Development. Designs a forward-looking strategy for adjusting rates to fully fund all financial
obligations on a periodic or annual basis over the projections period.
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Residential Solid Waste

Introduction

The City of Peoria owns and operates the solid waste utility that is responsible for residential and commercial
solid waste collection and disposal. The residential solid waste program provides refuse, recycling, bulk trash, and
household hazardous waste collection services to approximately 63,000 residential customers within the City's
service area.

Through multiple intergovernmental agreements and service contracts, the City disposes of waste at the Glendale
Landfill, the Waste Management Deer Valley Transfer Station, and the Waste Management Northwest Regional
Landfill. Material collected from the recycling program is transported to the City of Phoenix Municipal Recycling
Facility (MRF) for sorting, baling, and marketing.

Revenue Requirement

A revenue requirement analysis forms the basis for a long-range financial plan and multi-year rate management
strategy. The analysis is developed by completing an operating forecast that identifies future annual operating
costs and a capital funding plan that defines a strategy for funding the capital improvement needs of the solid
waste utility.

Operating Forecast

The purpose of the operating forecast is to determine whether the existing rates and charges are sufficient to
recover the costs the City incurs to operate and maintain the residential solid waste program. The FY 2024 actuals
and FY 2025 proposed budget formed the baseline for this forecast. A long-term operating forecast was
developed for the FY 2025 through FY 2041 time period with the rate study focused on establishing residential
solid waste rates for the FY 2026 to FY 2029 rate-setting period. The following list highlights some of the key
assumptions used in the development of the residential solid waste program operating forecast.

Operating Revenue

¢ Retail Rate Revenue was based on actual rate revenue from the City’s financial management system for
FY 2024. Rate revenue was adjusted by an assumed rate of customer account growth over the forecast
period. Growth rates were based on discussions with City staff and aligned with internal building permit
forecasting and customer growth assumptions for the water and wastewater utility rate updates. The
assumed customer account growth was:

» 2.25 percent in FY 2025 and later

¢ Non-Rate Revenue consists of late fees, new service fees, special haul fees, interest earnings, and other
miscellaneous service revenues. Representing only 1.4% percent of total utility revenues, these revenues
are not expected to see significant changes in the future and were therefore forecast with minimal to no
increase. Interest earnings are projected forward based on a 4.50 investment earnings rate and available
fund balances for each year.
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O&M Expenses

The operating and maintenance expenditure forecast largely relies on the City's FY 2025 budget. Each line item
was adjusted annually by utilizing one of the following applicable factors:

e General Cost Inflation was set at 2.4 percent in FY 2026, 2.3 percent in FY 2027-2028, and then 2.2 percent
for the remainder of the forecast based on feedback from City staff and in alignment with internal
forecasting practices.

e Construction Cost Inflation (CCI) Begins FY 2025 at 4.5 percent, decreasing to 3.5 percent by FY 2029
based on internal forecasts from the City's engineering department.

e Labor Cost Inflation was set at 5.0 percent for all years in the study period based on feedback from the City.

¢ Benefit Cost Inflation was set at 4.0 percent for all years in the study period based on feedback from the
City.

¢ Fuel Cost Inflation was assumed to remain at 5.09 percent for the study period based on the 10-year
annualized growth rate of west coast diesel fuel price as reported by the U.S. Energy Information
Administration.

e Equipment Acquisition Inflation was assumed at 3.86 percent for all years in the study period based on FY
2022 to FY 2041 annualized growth rate for Solid Waste Replacement Payment Schedule.

¢ General Fund Service Charge Inflation was assumed to be 5.0 percent for all years in the study period
based on recent experience and internal forecasting practices at the City.

e Tonnage Growth was set at 2.25 percent for the duration of the study which is in-line with customer growth
forecasts.

e Material Disposal and Processing Cost Inflation: Cost increases are based on contract terms from existing
disposal and recycling processing contracts as well as feedback from City staff.

»  City of Glendale Landfill: Based on the tipping fee schedule in the Intergovernmental Agreement with
the City of Glendale. The tipping fee per ton is expected to increase $2.33 from $33.25 in FY 2025 to
$35.58 per ton in FY 2026, followed by an additional $0.92 per ton increase in FY 2027. From FY 2028
onward tipping fee adjustments are based on the assumed rate of general cost inflation.

» Waste Management Transfer & Disposal: Based on the City's current contract with Waste
Management.

»  The tipping fee at the transfer station is projected to increase $1.13 from $37.76 per ton to $38.89
per ton in FY 2026. The forecast of tipping fees at the transfer station are estimated at $39.67, $40.58,
and $41.48 per ton for FY 2027, FY 2028, and FY 2029, respectively.

»  The tipping fee at the landfill is projected to increase $0.81 from $27.05 per ton to $27.86 per ton in
FY 2026. The forecast of tipping fees at the transfer station are estimated at $28.42, $29.07, and
$29.71 per ton for FY 2027, FY 2028, and FY 2029, respectively.

»  City of Phoenix Recycling Processing Fee: The processing fee per ton is forecasted to increase $9.88
from $98.79 to $108.67 in FY 2026, and $12.00 from $108.67 to 120.66 in FY 2027. From FY 2028 onward
fee adjustments are 2 percent for the remainder of the study period.

»  Average Quarterly Outbound Blended Rate (AQOBR): Processing fees are offset each month by
revenue generated from the sale of recyclable commodities. The value of these commaodities is

Boveriscmmpany fcsgroup.com | bowman.com



City of Peoria April 2025
Solid Waste Utility Rate Study Update page 9

calculated based on the average quarterly outbound blended rate or AQOBR. The AQOBR is defined
as the average sales price per ton for all material sorted and sold at the North Gateway MRF during a
quarter. The City's processing fee is discounted by the AQOBR each month. If the AQOBR exceeds
the processing fee, the City receives 75.00 percent of the AQOBR above the processing fee. The
AQOBR is assumed at $42.36 per ton for the study period.

e Additional O&M Expenses: The operating forecast includes new FTEs, non-labor expenses, and collection
vehicles to respond to customer account growth. Estimates for new positions and equipment were
determined based on new customer accounts over the forecast and existing collection route sizes for
garbage and recycling service. Cost estimates detailed below are in current dollars and are adjusted by
inflation for each year of the forecast.

»  One new equipment operator position in FY 2026, 2028 and 2030 (three total); $90,000 per position
inclusive of salaries and benefits.

»  One new vehicle in FY 2028 and FY 2030 (two total); $590,000 per vehicle.
» Residential container replacement investment is planned at $90,000 annually.

»  One garbage and one recycling container for all new customer accounts; $60 per container and
assuming an average of 1,500 new customer accounts annually.

»  Additional landfill fees of $148,500 beginning FY 2026.
»  Additional fleet maintenance expenses of $293,000 beginning FY 2026.
Debt Obligations

o Existing Debt Service:
»  The residential solid waste program does not carry any existing debt.
¢ New Debt Service:
»  The forecast includes $11.0 million in new debt issued in FY 2026 to support the replacement of the

City's fleet maintenance shop. Debt service is based on a 20-year term at a 5.0 percent annual interest
rate. Annual debt service is estimated at $970,000, beginning in FY 2027.

Capital Funding Plan

The residential solid waste program is anticipating $15.2 million in capital costs from FY 2026 through FY 2029.
The majority of the capital funding plan (88 percent) supports the replacement of the City's fleet shop ($13.3
million) and the purchase of new collection trucks and barrels ($1.9 million).

Funding for the capital plan comes from different sources:

e Cash balances (including interest) and rate-funded capital: Cash balances and rate-funded
capital include the beginning capital fund balance and available cash flow after meeting the
Principles of Sound Financial Management (PSFM) reserve target. Rate-funded capital is forecast
to fund 27 percent of the capital plan from FY 2026 to FY 2029, or $4.2 million.

e Proceeds from Debt: Proceeds from revenue bonds total $11.0 million to support the residential
solid waste fund'’s contribution for the replacement of the fleet maintenance shop. Proceeds
from new debt are forecast to fund 73 percent of the FY 2026 to FY 2029 capital plan.

Boveriscmmpany fcsgroup.com | bowman.com
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Exhibit 5 provides a summary of the funding sources for the capital expenditures. The full capital plan can be
found in the detailed rate model provided to the City.

Exhibit 5.
Residential Solid Waste Capital Funding Summary

FY 2026 FY 2027 FY 2028 FY 2029
Total Capital Costs $13,543574 $ 279,573 $ 1,024,415 $ 310,042
Funding Sources
Cash Balances and Rate-Funded Capital $ 2,543574 $ 279,573 $ 1,024,415 $ 310,042
New Debt Proceeds 11,000,000 - - -
Total Funding Sources $13,543574 $ 279573 $ 1,024,415 $ 310,042

Summary of Revenue Requirement

The operating forecast components for O&M expenses, debt service, and rate-funded capital come together to
form the multi-year revenue requirement. The revenue requirement compares the overall revenue available to
the residential solid waste program to the expenses to evaluate the sufficiency of rates on an annual basis.
Exhibit 6 provides a summary of the residential solid waste revenue requirement findings.
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Exhibit 6.

Residential Solid Waste Program Revenue Requirement Summary
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A summary of residential solid waste revenue requirement is listed below:

e Revenues at current rate levels are projected to generate $18.6 million in FY 2026 compared to $19.9 million
in expenditures — resulting in a cash deficit of $1.3 million.

¢ Annual operating expenses are projected to continue to outpace revenues over the rate-setting period. By FY
2029, the annual cash deficit is projected to be $4.0 million.
»  Landfill disposal expenses are forecast to increase from $2.4 million in FY 2025 to $2.8 million by FY 2029.

»  All other cash operating expenses are forecast to increase from $16.9 million in FY 2025 to $20.1 million
in FY 2029.

»  Annual debt service for the fleet maintenance shop replacement is forecast at $970,000 beginning in FY
2027.

e To meet the projected financial obligations of the residential solid waste program, rate increases are
proposed at 10 percent in FY 2026 and 8 percent in FY 2027, followed by 2.35 percent in FY 2028 and
onward. Annual rate adjustments are assumed to be implemented at the beginning of each fiscal year (July).

Fund Balance and Financial Reserves

The City's Principles of Sound Financial Management establish a minimum financial reserve for the Residential
Solid Waste Fund equivalent to 20 percent of annual expenditures. Exhibit 7 shows a summary of the projected
ending fund balance through FY 2029 with the proposed rate revenue adjustments. Financial reserve levels are

“»FCS
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projected to temporarily dip below the target, to a low of 13 percent of annual expenditures in FY 2026,
rebuilding to target by FY 2029.

Exhibit 7

Residential Solid Waste Fund Balance and Reserve Target
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Existing Rates

The existing residential solid waste rate structure is composed of a fixed monthly charge of $23.55. Customers
can subscribe for an additional weekly refuse collection service for an additional $19.29 per month. The proposed
rate revenue adjustments would be assessed to all charge components. The proposed rates for residential solid
waste service over the rate-setting period are summarized in Exhibit 7.

“»FCS
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Exhibit 7.
Proposed Residential Solid Waste Rates

RESIDENTIAL SOLID WASTE RATE SUMMARY SCHEDULE

Residential Customers S TS

FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030
Rate Increase 10.00% 8.00% 2.35% 2.35% 2.35%
Regular Service (One Trash and One Recycle Barrel) $ 2355 $ 2590 $ 2800 $ 2870 $ 29.40 $ 30.10
Each additional trash barrel $ 1929 $ 2120 $ 2290 $ 2340 $ 2390 $ 24.50
Replacement Barrel $ 97.00 Cost to City, plus 20% to cover overhead
Special Haul Service
Costs for first 30 min of on-site staff time $ 6555 $ 7210 $ 7790 $ 7970 $ 8160 $ 83.50
Extra Equipment Charge - pick-ups requiring the use of a tractor or roll-off-bin ~ $ 6555 $ 7210 $ 7790 $ 7970 $ 8160 $ 83.50
Miscellaneous Fees
Late Fee 1.5% of balance with min. of $2.00
Non-owner Occupied Utility Service Deposit (Non-Water) $ 10400 $ 11440 $ 123.60 $ 12650 $ 129.50 $132.50

Rate Survey

Exhibit 8 compares the City's monthly rate for 90/95-gallon weekly service with the 2025 rates of other
jurisdictions. Weekly recycling service is “embedded” in the monthly solid waste rate for all cities — no additional
charge is assessed to customers for recycling service

“»FCS
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Exhibit 8.
Residential Monthly Solid Waste Rate Survey
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Commercial Solid Waste

Introduction

The City’s commercial solid waste program provides front load trash & recycling, front load compactor, and roll
off solid waste collection services to approximately 1,600 commercial accounts. Peoria offers a flexible level of
service for its commercial customers, providing front-load trash services from one to seven days per week with
various container sizes to meet customer needs. Similar to the residential solid waste program, the City's
commercial solid waste program relies on intergovernmental agreements and service contracts with the City of
Glendale, the City of Phoenix, and Waste Management to dispose of and process MSW.

Revenue Requirement

A revenue requirement was completed for the commercial solid waste program and forms the basis for the long-
range financial plan and multi-year financial management strategy.

Operating Forecast

The purpose of the operating forecast is to determine whether the existing rates and charges are sufficient to
recover the costs the City incurs to operate and maintain the commercial solid waste program. The FY 2025
budget formed the baseline for this forecast. The operating forecast was developed through 2041 with the
discussion below concentrating on the FY 2026 through FY 2029 study period. The following list highlights some
of the key assumptions used in the development of the commercial solid waste program operating forecast.

Operating Revenue

o Retail Rate Revenue was based on actual rate revenue from the City’s financial management system for FY
2024. Rate revenue was adjusted by an assumed rate of customer account growth over the forecast period.
Growth rates were based on discussions with City staff. The assumed customer account growth was:

»  2.00 percent throughout the forecast period

o Non-Rate Revenue consists of other operating revenues and interest earnings. Representing only three percent
of total utility revenues, these revenues are not expected to see significant changes in the future and were
therefore forecast with minimal to no increase. Interest earnings are projected forward based on a 4.50
investment earnings rate and available fund balances for each year.

O&M Expenses

e General Cost Inflation was set at 2.4 percent in FY 2026, 2.3 percent in FY 2027-2028 and then 2.2 percent for
the remainder of the forecast based on feedback from City staff and in alignment with internal forecasting
practices.

e  Construction Cost Inflation (CCI) Begins FY 2025 at 4.5 percent, decreasing to 3.5 percent by FY 2029 based on
internal forecasts from the City’s engineering department.

e Labor Cost Inflation was set at 5.0 percent for all years in the study period based on feedback from the City.

o Benefit Cost Inflation was set at 4.0 percent for all years in the study period based on feedback from the City.

SPFCS
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e  Fuel Cost Inflation was assumed to remain at 5.09 percent for the study period based on the 10-year
annualized growth rate of west coast diesel fuel price as reported by the U.S. Energy Information
Administration.

e  Equipment Acquisition Inflation was assumed at 3.86 percent for the study period.

e General Fund Service Charge Inflation was assumed to be 5.0 percent for all years in the study period based on
recent experience and internal forecasting practices at the City.

e Tonnage Growth was assumed at 2.25 percent annually over the rate-setting period.

e Material Disposal and Processing Cost Inflation: Cost increases are based on contract terms from existing disposal
and recycling processing contracts as well as feedback from City staff.

»  City of Glendale Landfill: Based on the tipping fee schedule in the Intergovernmental Agreement with the
City of Glendale. The tipping fee per ton is expected to increase $2.33 from $33.25 in FY 2025 to $35.58
per ton in FY 2026, followed by an additional $0.92 per ton increase in FY 2027. From FY 2028 onward
tipping fee adjustments are based on the assumed rate of general cost inflation.

»  Waste Management Transfer & Disposal: Based on the City’'s current contract with Waste Management.

»  The tipping fee at the transfer station is projected to increase $1.13 from $37.76 per ton to $38.89
per ton in FY 2026. The forecast of tipping fees at the transfer station are estimated at $39.67, $40.58,
and $41.48 per ton for FY 2027, FY 2028, and FY 2029, respectively.

»  The tipping fee at the landfill is projected to increase $0.81 from $27.05 per ton to $27.86 per ton in
FY 2026. The forecast of tipping fees at the transfer station are estimated at $28.42, $29.07, and
$29.71 per ton for FY 2027, FY 2028, and FY 2029, respectively.

»  City of Phoenix Recycling Processing Fee: The processing fee per ton is forecasted to increase $1.98 from
$98.79 to $100.77 in FY 2026 with 2 percent fee increases for the remainder of the study period.

»  Average Quarterly Outbound Blended Rate (AQOBR): Processing fees are offset each month by revenue
generated from the sale of recyclable commodities. The value of these commodities is calculated
based on the average quarterly outbound blended rate or AQOBR. The AQOBR is defined as the
average sales price per ton for all material sorted and sold at the North Gateway MRF during a
quarter. The City's processing fee is discounted by the AQOBR each month. If the AQOBR exceeds
the processing fee, the City receives 75.00 percent of the AQOBR above the processing fee. The
AQOBR is assumed at $42.36 per ton for the study period.

Debt Obligations

o Existing Debt Service:
»  The commercial solid waste program does not carry any existing debt.
o  Future Debt Service:

»  The commercial solid waste program does not anticipate adding any new debt to fund the capital
program.
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Capital Funding Plan

The commercial solid waste program is anticipating $1.7 million in capital costs from FY 2026 through FY 2029
(including escalation). The entirety of the capital program is made up of the commercial solid waste utility’'s
contribution to replacing the City's fleet shop.

Funding for the capital plan comes from accumulated cash balances and available rate funded capital. No
additional debt is forecast to fund the capital program for the commercial solid waste utility.

Summary of Revenue Requirement

The operating forecast components of O&M expenses, and rate-funded capital come together to form the multi-
year revenue requirement. The revenue requirement compares the overall revenue available to the commercial
solid waste program to the expenses to evaluate the sufficiency of rates on an annual basis. Exhibit 10 provides
a summary of the commercial solid waste revenue requirement findings.

Exhibit 9.

Commercial Solid Waste Program Revenue Requirement Summary
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The results of the commercial solid waste program revenue requirement are summarized below:

e Revenues at current rate levels are projected to be outpaced by annual operating expenses over the rate-
setting period, resulting in cash flow decreasing from $170,000 in FY 2026 to $40,000 by FY 2029.

» Disposal and processing expenses are forecast to increase from $0.7 million in FY 2025 to $0.8 million by
FY 2029.
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»  All other cash operating expenses are forecast to increase from $2.3 million in FY 2025 to $2.5 million in
FY 2029.
e To meet the projected financial obligations of the commercial solid waste program, rate increases are

proposed at 2.4 percent in FY 2026, followed by 2.3 percent in FY 2027 and FY 2028, dropping to 2.2 percent
annually in FY 2029. Annual rate adjustments are assumed to be implemented at the beginning of each fiscal

year (July).

Fund Balance and Financial Reserves

The City's Principles of Sound Financial Management establish a financial reserve target for the Commercial Solid
Waste Fund equivalent to 20 percent of annual expenditures. Exhibit 10 shows a summary of the projected
ending fund balance through FY 2029 with the proposed rate revenue adjustments. The fund balance is projected
to remain above the financial reserve target for each year of the forecast. The projected fund balance in FY 2029
is $1.8 million.

Exhibit 10.

Projected Operating Fund Balance
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Commercial Solid Waste Rate Schedule

The overall revenue requirement results for the FY 2026 to FY 2029 rate-setting period were applied to the
utility’s four customer classes based on the cost-of-service phase-in completed as part of the FY 2021 rate study.

Notable class-specific adjustments include:

e Front-load refuse collection service rates are projected to increase between 2.00 and 2.20 percent from FY
2026 to FY 2029.

.
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e Recycling collection service rates are projected to increase at a higher rate than the overall revenue
requirement over the next several years to align with the cost to provide service. Annual rate adjustments
range from 2.20 percent to 5.75 percent from FY 2026 through FY 2029.

e Roll-off service rates are projected to increase by the system average increase throughout the study period.

Exhibit 11 to Exhibit 15 detail the forecasted annual rate schedule for commercial solid waste services.
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Exhibit 11.

Commercial Front-Load Refuse Rate Schedule

FRONT LOAD - COMMERCIAL SOLID WASTE RATE SCHEDULE

Container Size Collections per Week Existing Proposed
FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
2 Cubic Yard Container 1 time per week $ 8657 $ 8843 $ 9022 $ 9205 $ 94.07
2 times per week $ 13492 $ 13782 $ 14061 $ 14345 $ 146.61
3 times per week $ 19854 $ 20280 $ 206.92 $ 211.10 $ 215.74
4 times per week $ 26218 $ 26781 $ 27324 $ 27876 $ 284.90
5 times per week $ 32580 $ 33279 $ 33955 $ 346.41 $ 354.03
6 times per week $ 38944 $ 39780 $ 40587 $ 41407 $ 423.18
7 times per week $ 46899 $ 479.06 $ 48878 $ 498.66 $ 509.63
3 Cubic Yard Container 1 time per week $ 92.05 $ 9403 $ 9593 $ 97.87 $ 100.03
2 times per week $ 14798 $ 15116 $ 15422 $ 157.34 $ 160.80
3 times per week $ 21810 $ 22278 $ 22730 $ 23190 $ 237.00
4 times per week $ 28816 $ 29435 $ 30032 $ 306.39 $ 313.13
5 times per week $ 35828 $ 36597 $ 37340 $ 380.94 $ 389.32
6 times per week $ 42838 $ 43758 $ 446.46 $ 45548 $ 465.50
7 times per week $ 516.03 $ 52711 $ 53781 $ 548.67 $ 560.74
4 Cubic Yard Container 1 time per week $ 97.65 $ 99.75 $ 101.77 $ 10383 $ 106.11
2 times per week $ 16115 $ 16461 $ 16795 $ 171.34 $ 17511
3 times per week $ 23772 $ 24282 $ 24775 $ 25276 $ 258.32
4 times per week $ 31429 $ 32104 $ 32755 $ 334.17 $ 341.52
5 times per week $ 39085 $ 399.24 $ 407.34 $ 41557 $ 424.72
6 times per week $ 46744 $ 47747 $ 48717 $ 497.01 $ 507.94
7 times per week $ 56314 $ 57523 $ 58690 $ 598.76 $ 611.93
6 Cubic Yard Container 1 time per week $ 10871 $ 111.04 $ 11330 $ 11559 $ 118.13
2 times per week $ 18737 $ 19139 $ 19528 $ 199.22 $ 203.60
3 times per week $ 27689 $ 28283 $ 28857 $ 294.40 $ 300.88
4 times per week $ 36640 $ 37427 $ 38186 $ 389.58 $ 398.15
5 times per week $ 45589 $ 46568 $ 47513 $ 484.73 $ 495.39
6 times per week $ 54544 $ 55715 $ 568.46 $ 579.94 $ 592.70
7 times per week $ 65736 $ 67147 $ 68510 $ 698.94 $ 714.32
8 Cubic Yard Container 1 time per week $ 11977 $ 12234 $ 12482 $ 127.35 $ 130.15
2 times per week $ 21348 $ 21806 $ 22249 $ 22698 $ 231.98
3 times per week $ 31596 $ 32274 $ 32929 $ 33595 $ 343.34
4 times per week $ 41841 $ 42739 $ 436.07 $ 444.88 $ 454.66
5 times per week $ 52086 $ 53204 $ 54284 $ 55381 $ 565.99
6 times per week $ 62333 $ 63671 $ 64963 $ 662.76 $ 677.34
7 times per week $ 75143 $ 76756 $ 783.14 $ 79896 $ 816.54
High Density Premium
per cubic yard $ 298 $ 3.04 $ 311 $ 317 $ 324
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Exhibit 12.

Commercial Compactor and Side-Load Solid Waste Rate Schedule

COMPACTOR - COMMERCIAL SOLID WASTE RATE SCHEDULE

Container Size Collections per Week Existing Proposed
FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
4 Cubic Yard Container 1 time per week $ 20879 $ 21380 $ 21872 $ 22375 $ 228.67
2 times per week $ 40152 $ 41116 $ 42061 $ 430.29 $ 439.75
3 times per week $ 59424 $ 60850 $ 62250 $ 636.81 $ 650.82
4 times per week $ 78699 $ 80588 $ 82441 $ 843.37 $ 861.93
5 times per week $ 979.71 $ 1,003.22 $1,026.30 $ 1,049.90 $1,073.00
6 times per week $ 1,172.45 $ 1,200.59 $1,228.20 $ 1,256.45 $1,284.09
7 times per week $ 1,413.38 $ 1,447.30 $1,480.59 $1,514.64 $1,547.96
6 Cubic Yard Container 1 time per week $ 23667 $ 24235 $ 24792 $ 253.63 $ 259.21
2 times per week $ 45482 $ 46574 $ 47645 $ 487.41 $ 498.13
3 times per week $ 67271 $ 68886 $ 70470 $ 72091 $ 736.77
4 times per week $ 89060 $ 91197 $ 93295 $ 95441 $ 975.40
5 times per week $ 1,108.47 $ 1,135.07 $1,161.18 $1,187.89 $1,214.02
6 times per week $ 1,326.39 $ 1,358.22 $1,389.46 $1,421.42 $1,452.69
7 times per week $ 1598.76 $ 1,637.13 $1,674.78 $1,713.30 $1,751.00
8 Cubic Yard Container 1 time per week $ 26411 $ 27045 $ 276.67 $ 283.03 $ 289.26
2 times per week $ 50714 $ 51931 $ 531.26 $ 54347 $ 555.43
3 times per week $ 750.18 $ 768.18 $ 78585 $ 803.93 $ 821.61
4 times per week $ 993.23 $ 1,017.07 $1,040.46 $1,064.39 $1,087.81
5 times per week $ 1,236.27 $ 1,265.94 $1,295.06 $ 1,324.84 $1,353.99
. . . Existing Proposed
Container Size Collections per Week FY2025  FY2026  FY2027  FY2028  FY 2029
90 Gallon Barrel 1 time per week $ 23.67 $ 2604 $ 2812 $ 2878 $ 29.46
2 times per week $ 47.34 % 52.07 $ 5624 $ 5756 $ 5891
3 times per week $ 71.01 $ 7811 $ 8436 $ 8634 $ 8837
4 times per week $ 9468 $ 10415 $ 11248 $ 11512 $ 117.83
5 times per week $ 11835 $ 13019 $ 14060 $ 143.90 $ 147.29
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RECYCLING - COMMERCIAL SOLID WASTE RATE SCHEDULE

) . . Existing Proposed

Container Size (ColllEslzTns R IS FY2025  FY2026  FY2027 FY2028  FY 2029
90 Gallon Barrel 1 time per week $ 37.60 $ 39.76 $ 4205 $ 4447 $ 4544
Each additional collection per week $ 28.84 $ 3050 $ 3225 $ 3411 $ 3486

300 Gallon Barrel 1 time per week $ 3991 $ 4220 $ 4463 $ 4720 $ 4824
Each additional collection per week $ 31.80 $ 3363 $ 3556 $ 3761 $ 3843

2 Cubic Yard Container 1 time per week $ 4113 $ 4349 $ 46.00 $ 4864 $ 49.71
Each additional collection per week $ 33.00 $ 3490 $ 3690 $ 39.03 $ 39.88

3 Cubic Yard Container 1 time per week $ 4311 $ 4559 $ 4821 $ 5098 $ 5210
Each additional collection per week $ 3548 $ 3752 $ 3968 $ 4196 $ 42.88

4 Cubic Yard Container 1 time per week $ 4520 $ 4780 $ 5055 $ 5345 $ 54.63
Each additional collection per week $ 37.87 $ 4005 $ 4235 $ 4479 $ 4577

6 Cubic Yard Container 1 time per week $ 49.19 $ 5202 $ 5501 $ 5817 $ 59.45
Each additional collection per week $ 4196 $ 4437 $ 4692 $ 4962 $ 50.71

8 Cubic Yard Container 1 time per week $ 55.40 $ 5859 $ 6195 $ 6552 $ 66.96
Each additional collection per week $ 49.16  $ 51.99 $ 5498 $ 5814 $ 59.42

Exhibit 14.

Commercial Roll-Off Solid Waste Rate Schedule

ROLL-OFF - COMMERCIAL SOLID WASTE RATE SCHEDULE

CaniEins Existing Proposed

FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Monthly Rental Fees
All Containers $ 54.08 $ 5538 $ 5665 $ 5795 $ 59.23
No Pull Charge $ 8112 $ 83.07 $ 8498 $ 8693 $ 8884
Fee per Container Pull (all sizes) $ 23254 $ 23812 $ 24360 $ 24920 $ 254.68
Delivery Service Charge $ 3461 $ 3544 $ 3626 $ 37.09 $ 3791
Disposal Fee per Ton (or portion thereof) $ 3569 $ 3655 $ 3739 $ 3825 $ 39.09
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Exhibit 15.

Miscellaneous Solid Waste Charges

MISCELLANEOUS COMMERCIAL SOLID WASTE CHARGES

Existing Proposed

Description FY2025  FY2026  FY2027 _ FY2028 _ FY 2029
Container Relocation (Front-Load & Roll-Off) $ 4010 $ 4106 $ 4201 $ 4297 $ 4392
Container Steam Cleaning $ 63.00 $ 6451 $ 66.00 $ 6751 $ 69.00
Container Painting $ 8010 $ 8202 $ 8391 $ 8584 $ 87.73
Handling Gates and Pullouts of Containers $ 340 $ 347 % 354 $ 362 $ 3.69
Locking Devices $ 580 $ 592 $ 6.04 $ 617 $ 6.30
Casters $ 680 $ 6.95 $ 7.09 $ 723 % 7.39
Roll-Off Dry Runs (container is not ready) $ 4010 $ 4106 $ 4201 $ 4297 $ 43.92
Roll-Off Unloads (overloaded containers) $ 4010 $ 4106 $ 4201 $ 4297 $ 43.92
Commercial Solid Waste Service Deposit $ 25770 $ 26388 $ 269.95 $ 276.16 $ 282.24
Late Fee 1.5% of balance with min. of $2.00
Special Haul
Costs for first 30 min of on-site staff time $ 11449 $ 11724 $ 11993 $ 12269 $ 125.39
Extra Equipment Charge - pick-ups requiring the use of a tractor or roll-off-bin  $ 5725 $ 5862 $ 59.97 $ 6135 $ 62.70
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