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I .  M]NUTES TO THE

RATE REVIEW COMMITTEE

Decenber  9 '  1981

Guests

David Hansonl cH2M ITILL
Ken Rust, Ci{2M HILL

the  neet ing  to  o rder .

I,TEETING OF NOVEMBER 18, 198I

Sta f f

Mer le  I rv ine
Denn is  OrNe i I
Norm wie t t ing
Doug Drennen
Doug Rober tSOn
Ter i l yn  Anderson
Pat t i  Po11y

cor rec t ions  nac le  to  the  n inu tes  on  page one,  paragraph f i ve '
sen tence read ing :  "Cont inu inq  w i th -  the  By-Laws 

"1d9L l l l i " l "ni i  iAi Edward ei""ei nolea t iat there weie no provisions for

the  commi t tee  to  ca I I  i t se l f  in to  sess ion" '  The mi lu tes  o f  the
November  18 ,  1981 meet ing  were  accepted  as  cor rec ted '

II. PRICE WATERHOUSE REPORT

George f lube1 introducecl the guests from cH2M- HILL and asked
Mr. Dave Hanson to proceed wittr  t tre presentation' Mr'  l lanson
began by  d iscuss ing  the  d i f fe ren t  types-o f  *9 th"g : -? ! -^ .
es€abt i -s t r ing  ra tes- fo r  land f i l l s .  The f i ve  he  nent t 'oned were :

Cost  o f  Ser i i ce i  Tax  Subs idy ;  Ab i l i t y  to  Pay t  Benef i t t  and
compar ison to  Nearby  communi t ies .  M; '  Hanson s t ressed tha t  he
i"a'c' i2l t  nr i ,r ,  refornf ir .na uJing the "cost of Service" method'

He exp ia ine i l  tha t  th is  ne thoc l  es tab l i shes  a l l  o f  the  s i te rs
cos ts  inc lud ing  open lng  the  s i te ,  opera t ing-  and main ta in ing  i t
and properly ciosing i i .  These cosls are i l locate' l  to the
appropr ia te  users .

To de termine the  cos ts  o f  the  landf i l l t  Mr '  Hanson rnent ioned
fo rnsv rh ichcanbeusedrsuchas f ranch ise fo rmsan i lba lance
sheets .  Nex t r  l t r .  t lanson d iscussed two v iays  o f  es tab l i sh ing
ihe required ievenue or the costs to be covered by the rates'
The cash basis method is typical ly used by public nonprofi t
f i rms and is sirnply total yearly costs minus other revenue
rece ived to  a r r i i re 'a t  requ i red  ievenue '  The u t i l i t y  bas is '



used by  pr iva te ,  p ro f i t  o r ien ted  fo rns ,  incorpora tes  a  g iven
ra te  o f  re tu rn  in to  cos ts  to  assure  a  re tu rn  o f  p ro f i t  on
inves t rnent .

Edvrard Brunet asked lvtr.  I lanson i f  there was any way to avoid
us ing  the  cos t  o f  serv ice  approach in  se t t ing  ia te i ,  s ince
there  is  no  incent ive  w i th in  th is  ne thodotogy  to  keep cos ts
down. Dave Hanson repl ied that there are few incentives for
pr iva te  u t iL i t ies  to  keep cos ts  down under  the  cos t  o f  serv ice
nethod or the cash basis nethod. Incentive to keep cost down
must come fron the managerial l_evel and not the method of cost
al- location and rate sett ing.

George HubeL asked how closely a rate reviewer would or can
look  a t  a  budget  to  de tern ine  i f  the  cos ts  a re  reasonab le .
l { r -  _  Hanson_ rep l ied  tha t  w i th  ma jor  e lec t r i c  corpora t ions ,  the
pub l ic  u t i l i t y  commiss ion  f requent ly  o rders  de t ; i led  aud i ts  o f
the budget for that purpose.

The Comnittee then asked how to judge ,,reasonablene ss " of the
cos ts  o f  serv ice .  Norm Wie t t ing  rep l ied  tha t  sone o f  the  cos ts
are  comparab le  to  o ther  serv ices  per fo rmed such as  cons t ruc t ion
and equipment costs and labor scaLes in the community.

A f te r  fu r ther  d iscuss ion  concern ing  ra te  se t t ing  methodo logy ,
discussion of the St. Johns Rate Study began. i tre Conrnit t66
asked Mr .  Ken Rust  about  the  d ivers ion  o f  f low f rom Rossmanrs
to  S t .  Johns  a f te r  Rossmanrs  in t roduces  i t s  ra te  inc rease.
Mr .  Rus t  s ta ted  tha t  i t  was  pred ic ted  tha t  17  percent  o f
Rossnanrs  f low wou ld  go  to  S t .  Johns  once the  93 .00 / ton
increase is implemented. I \ tr .  Rust stressed that thL arnount of
f low a f fec ted  by  the  ra te  change is  very  d i f f i cu l t  to  p red ic t
because pr ice  is  no t  the  so le  no t iva t ion  fo r  hau le rs  to  qo  to
spec i f i c  s i tes .

One of the Conmittee metnbers asked i f  an accountant or an
eng ineer  shou ld  be  b i red  to  de termine the  ra te  base.
Norm wie t t ing  rep l ied  tha t  i t  wou ld  take  an  eng ineer ing  f  i r rn  to
ana lyze  accura te ly  what  cos ts  a re  invo lved,  based on  quant i t ies
o f  leachate ,  sLudge,  e tc .

George l lube1 asked Mr. Rust what assumptions CH2M HILL made
in  the  de terminat ion  o f  S t .  Johns  Landf iL l  ra te -base.  Mr .  Rus t
answered that much of the needed information is known--such as
the debt service and the operation and maintenance costs. I i then
necessary ,  es t imates  are  made by  rev iewing  a  loca l  index  gu ide
and comparing sirni lar si tes in lhe area. 

-He 
added that of the

es t imates  to  be  made,  r4 ras te  f lows are  the  nos t  d i f f i cu l t  to
pro jec t ,  ye t  the  es t ina te  i s  very  inpor tan t  to  the  ra te  se t t ing
Process .  Mr .  Hube l  asked i f  there  are  any  mathemat ica l  mode ls
to  he lp  es tab l i sh  ra tes .  Mr .  Rus t  rep l ied  tha t  the  da ta  i s
insu f f i c ien t  fo r  moa le l ing ,  and tha t  such an  ererc ise  is  no t
included in the scope of work for the st.  Johns Rate study.
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Ed Brunet suggestedl that the assumptions integrated into the
St. Johns study be l isted clearly. Mr. Hubel_ agreed and added
that in sone cases the background to the f igures assumed should
be inc luded.

George Hubel reminded the Connittee that in order to begin to
function as a committee, the kind of data to be col lected nust
be decided upon. I te asked Mr. Rust i f  CH2g HILL had any other
thoughts regarding what information should be obtained from
f ranch isees .  l , t r .  Rus t  rep l ied  tha t  the  most  impor tan t
information is the amount and type of material disposed of at
lani l f  i l - ls and ! ' rhet,her i t  is measured in conpacted or
unconpacted yards or tons. Ken Rust explained that a volume
bas is  i s  a  sub jec t ive  neasurement  f rom the  v iewpo in t  tha t  i f  a
veh ic le  i s  over loaded,  the  mater ia l  in  excess  may be  ca l led
in to  ques t ion .  Charg ing  by  we igh t  however l  i s  a  p rec ise
measurenent because the exact weight is shown on the scale at
the gatehouse. ceorge Hubel asked how many Landfi l ls had
re turned the  in fo rna t ion  sheets .  Ter i l vn  Anderson rep l ied  t ,ha t
K i t l ingsr ro r th  Fas t  D isposa l  had re tu rne l  thu  fo r r . .  

-

George Hubel then asked the Conmittee hohr they would deal with
deprec ia t ion ,  whether  i t  wou ld  be  s t ra iqh t -L ine  or
acce le ra ted .  Ken Rust  no ted  tha t  pub1 i6  u t i l i t i es  do  no t  use
the  acce l -e ra ted  deprec ia t ion  sched-u le .

George Hube l -  asked about  Ken Rust rs  op in ion  o f  the  pr ice
waterhouse fo rns .  Mr .  Rus t  rep l ied  tha t  the  in fo rmat ion
supp l ied  by  the  fo rns  shou ld  b i  su f f i c ien t  to  de tern ine  a  ra re
bas is ,  however ,  he  ques t ioned an  i tem in  the  pr ice  Waterhouse
Repor t  wh ich  descr ibes  the  opera t ing  ra t io .  The repor t  s ta tes
tha t  the  opera t ing  ra t io  method prov ides  an  eas i l y  unders tood
range o f  de termin ing  revenue requ i re rnents .  The Comni t tee
agreed tha t  th is  was confus ing .  S teve  Aanderud suggested  tha t
the Committee not accept the report except for the information
submi t ted  to  da te .  He suggested  tha t  the  pr ice  Waterhouse
Report and other infornation be analyzed to deternine i f
changes are  needed.

Ivlar l< Gardiner moved that the Rate Review Connittee form a
subcotnmittee for the purpose of examining materials received so
far  f rom the  Pr ice  Waterhouse Repor t ,  the  St .  Johns  Rate  Study
and the  na ter ia ls  rece ived f rom K i I l ings$ror th  Fas t  D isposa l  and
H.  G.  Lave l le r  s  Landf i l l s .  Wi th  th is  in fo rmat ion  and the
assistance of l . , Ietro staf f  ,  the subcommittee is to nake
recommendations regarding the formats for gathering the
in fo rna t ion  requ i red  in  the  ra te  rev iew process .  Edward  Brunet
seconded .

D iscuss ion  fo l lowed regard ing  nu l t ip le  use  o f  fac i l i t i es ,  user
c lasses  and r rbe ther  the  Pr ice  Waterhouse Repor t  i s  su f f ie ien t .
Ed Brunet  then ca l led  fo r  the  ques t ion .

-- l , lot i  on carr ied unanimouslv.
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Mark Gardiner norninated Steve Aanderud to be on the
subcommittee. Steve accepteal and asked to be suFported by one
other menber from the Comnittee and by at least one staff-
nember. Robert Wynhausen was also noninated to serve on the
subcornnittee.

Mark cardiner rnoved that tbe Rate Revier,v Conmittee of the
subcomi t tee  meet  w i th  R. ick  Gusta fson,  the  Execut ive  Of f i cer  o f
Metro, and appropriate members of the Metro Counci l ,  for the
purpose o f  d iscuss ing  the  goa ls  and ob jec t ives  o f  the  ra t .e
se t t ing  process  and the  genera l  po l i c ies  tha t  w i t l  gu ide  the
Rate Review Corunitteers Rate i lel iberations. Steve Aanderud
seconded.

- -Mot ion  car r ied  unan imous ly .

George Hubel then i l i rected the subcomrnittee to meet before the
next meeting of the Rate Review Coru0ittee which wil l  be held
January  6 ,  1982 a t  6 :00  p .m.  and to  p resent  the  fu l l  conun i t tee
wi th  the  subcornmi t tee ,s  iepor t .

George Hube l  then ad journed the  meet ing .
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