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March 11, 2021 
 
Ms. Deidra Dingman 
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Contra Costa County 
Department of Conservation & Development 
30 Muir Road 
Martinez, CA 94553 
  
Subject: Analysis of Republic Services, Inc. 2021 Base Year Rate Application 
 
Dear Ms. Dingman: 

 

This letter report represents results of Crowe LLP’s (Crowe) review of the 2021 base year rate application 
(Application) submitted by Crockett Garbage Service, Inc., a Republic Services company (CGS or 
Republic) to Contra Costa County (County). CGS has provided residential, commercial, and industrial 
refuse collection services to the unincorporated County areas of Crockett, Port Costa, and Tormey 
(together referred to as the Crockett area) since becoming the assignee of the County Franchise 
Agreement in 1996. Republic Services, Inc. purchased Richmond Sanitary Service and its subsidiaries, 
including CGS, in May 2001. This letter report is organized into eight (8) sections as follows: 

A. Purpose of Analysis 
B. Summary 
C. Project Background 
D. Scope of Rate Review 
E. History of Crockett Area Rates 
F. 2021 Base Year Rate Application 
G. Review of 2021 Base Year Rate Application 
H. Comparison of Rates to Neighboring Jurisdictions. 

There are three (3) attachments to this report, as follows: 

A. Rate Application 
B.  Adjusted Base Year Rate Model 
C.  Comparative Rate Survey. 

A. Purpose of Analysis 
The purpose of the 2021 Base Year Rate Analysis of Republic Services, Inc. (Analysis) is to assist the 
County (Specified Party) with establishing solid waste collection rates charged by CGS. For purpose of 
this review, we used the County’s Rate Setting Process and Methodology Manual for Solid Waste 
Charges as Applied to Allied Waste Services, Inc. – a division of Republic Services, Inc. approved by the 
County Board of Supervisors on May 19, 1998 (Allied Manual). To complete our review, we principally 
followed Steps 2, 3, 4, 5, and 6 in Chapter II of the County’s Allied Manual.  

The information in this Analysis is based on estimates, assumptions and other data developed by Crowe 
from information provided by CGS, knowledge of and participation in other studies, data supplied by the 
County, and other sources deemed to be reliable. 
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In the course of preparing this Analysis, we have not conducted an audit, review, or compilation of any 
financial or supplemental data used in the accompanying Analysis.  We have made certain projections of 
revenues and expenses which may vary from actual results because events and circumstances 
frequently do not occur as expected and such variances may be material. We have no responsibility to 
update this Analysis for events or circumstances occurring after the date above. 

Our procedures and work product are intended for the benefit and use of the Specified Party.  This 
engagement was not planned or conducted in contemplation of reliance by any other party or with respect 
to any specific transaction and is not intended to benefit or influence any other party. Therefore, items of 
possible interest to a third party may not be specifically addressed or matters may exist that could be 
assessed differently by a third party. 

B. Summary 
In its Application, Republic requested a rate increase of 10.56 percent for 2021. Crowe recommends a 
rate increase of 9.05 percent. Actual rate increases for residential and commercial customers are shown 
in Tables 1 and 2 respectively. Residential rates would increase by between $2.70 and $6.81 per 
customer, per month, depending on the residential service level as shown in Table 1. Commercial rates 
would increase by between $14.56 and $19.56 per customer, per month, for selected bin sizes as shown 
in Table 2.  
 
Table 1 
Crockett Garbage Service 
2021 Residential Rates, by Service Level  
(Per Customer, Per Month) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Table 2 
Crockett Garbage Service  
2021 Commercial Rates, by Selected Service Level  
(Per Customer, Per Month) 

Service Level 2020 Rate 2021 Rate  Rate Change 

1 yd. 1x per week  $160.87 $175.43 $14.56 

2 yd. 1x per week $216.11 $235.67 $19.56 

Service Level Customer 
Count 2020 Rate 2021 Rate Rate Change 

Backyard (customer provided can)     
20 Gallon  83 $29.80 $32.50 $2.70 
35 Gallon 113 $36.26 $39.54 $3.28 
45 Gallon 11 $47.67 $51.98 $4.31 
Curbside (company provided cart, 
unless noted)     
20 Gallon  84 $29.80 $32.50 $2.70 
35 Gallon 789 $35.33 $38.53 $3.20 
45 Gallon (customer provided can) 3 $46.68 $50.90 $4.22 
64 Gallon 142 $61.95 $67.56 $5.61 
96 Gallon 12 $75.27 $82.08 $6.81 
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C. Project Background 
CGS has an exclusive franchise with the County to collect and remove, for disposal and recycling, 
residential, commercial, and light industrial solid waste, recycling, and organics. The franchise agreement 
between the County and CGS specifies that CGS is allowed to submit an application for a rate change in 
a format required by the County. In 1998, the County adopted the Allied Manual. The County directed us 
to use the Allied Manual for CGS-served area rate setting. 

The Allied Manual reflects the County’s desire to use the operating ratio method for establishing allowable 
profit levels in base years. The Allied Manual identifies guidelines for allowable, pass-through, and 
nonallowable costs. Every four years, during base years, the hauler submits a Base Year Rate Change 
Application. The Application is reviewed to determine whether a rate change is necessary. Interim years 
occur during each year between base years, and are triggered if the hauler submits an Interim Year Rate 
Change Application. Interim years follow a more streamlined index-based process. As specified in the 
Manual, base year reviews involve a detailed and rigorous review of revenues and costs, including actual 
costs, estimated costs (based on year-to-date results), and projection year costs (entirely projected based 
on assumptions about cost escalations). During base year reviews, County rates are established to cover 
a revenue requirement (which includes allowable costs, a specific regulated profit level, and pass-through 
costs). 

Rate setting is prospective. The County sets rates in advance of when actual results occur. The County 
must therefore base rates on careful projections. 

The County and CGS have no formal, or conceptual, balancing account whereby projected revenues and 
costs are subsequently “balanced” with actual revenues and costs. Once base year results are approved 
by the Board of Supervisors, the County does not examine actual CGS financial results until the next 
base year, or four years later.  

The County uses the Operating Ratio1 (OR) method to project the profit level allowed to CGS in a base 
year. To set the base year OR, the County reviews trends in prior, current, and projected revenues, costs, 
and profits. The actual OR received by CGS in a base year, and in subsequent interim years, is not trued 
up to actual results.  

D. Scope of Rate Review 
The scope of work for this project is based on requirements of the Allied Manual’s base year rate setting 
process. Crowe completed the following activities in our review: 

• Verified the application package was complete 
• Assessed whether data presented in the application were mathematically correct and consistent 
• Compared actual 2018, 2019, and 2020 financial results with year-to-year changes in inflation levels 

for that time period 
• Analyzed significant historical fluctuations in major cost categories 
• Examined relationships between financial and operating information 
• Determined the projected 2021 operating ratio 
• Conducted a survey of rates in similar service areas 
• Assessed franchise fee payments made by CGS to the County. 

Crowe submitted a data request to CGS on January 11, 2021.  We received CGS responses and met 
with CGS management on January 19, 2021 to ask follow-up questions and provide CGS with an 

 
1  The operating ratio is a profit term defined as a company's operating expenses as a percentage of revenue.  
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opportunity to provide additional context regarding the Application. 

E. History of Crockett Area Rates 
Since the Manual’s adoption, the County has conducted rate reviews of CGS which resulted in the 
following rate changes: 

• 2002 2.10 percent  
• 2003 2.20 percent (interim year) 
• 2006 6.74 percent (base year) 
• 2007 3.75 percent (interim year) 
• 2008 2.31 percent (interim year) 
• 2009 3.49 percent (interim year) 
• 2010-16 0.0 percent (base, interim years) 
• 2017 14.28 percent (base year)  
• 2018 8.50 percent (interim year) 
• 2019 4.30 percent (interim year) 
• 2020 2.70 percent (interim year). 

F. 2021 Base Year Rate Application 
On November 20, 2020, Republic submitted its base year rate application to the County for rate year 
2021 (hereafter referred to as the Application). We enclose a copy of this Application as Attachment A. 
The County requires the franchise hauler to submit a base year rate application once every four (4) years. 
In accordance with the Manual, rate year 2021 is a base year. For the next three years, 2022 through 
2024, rates will be set using the simplified interim year process (i.e., rate changes tied to the change in 
CPI). 

CGS’s Application to the County projected a rate increase was needed to cover a combined $83,928 
estimated net shortfall, including franchise fees, for 2021. CGS requested an increase of 10.56 percent to 
cover this shortfall. 

We relied on un-audited, internally prepared financial information, and operational data for our Analysis. 
CGS provided actual data for rate year 2019. Republic also provided internally prepared financial 
information and operational data for rate years 2020 (estimated) and 2021 (projected), and additional 
information and data requested by Crowe. 

G. Review of 2021 Base Year Rate Application 
This section details findings from Crowe’s review of CGS’s 2021 Application. Crowe identified the impact 
of each finding in terms of a dollar value increase or a decrease in the “revenue requirement” identified in 
the Application. The revenue requirement is the amount of revenue that Republic needs to collect, 
through rates charged to customers, to cover costs of providing the service plus a reasonable financial 
return. Increasing the revenue requirement results in an increase in rates, and decreasing the revenue 
requirement results in a decrease in rates. 

Crowe reviewed the Application for consistency with the rate setting methodology, County policies, and 
waste management industry practices. In our review of Republic financial results, we compared year-to-



 
 
Ms. Deidra Dingman Page 5 
March 11, 2021 
 

  
  

   

 

year changes in revenues and costs for reasonableness and solicited explanations from Republic for 
material changes. Our adjusted rate model is provided in Attachment B. 

Most Crockett area costs are consolidated with costs from other divisions of Richmond Sanitary Service, 
Inc. and the consolidated financial statements are subject to routine audits.2 CGS provided actual 
consolidated costs for 2019. CGS also provided its cost allocation method, and calculations used to 
determine Crockett area costs. CGS used a route hour method to allocate costs from the consolidated 
level to Crockett areas. 

CGS’ cost allocation calculations were based on factors including drive bys per hour and lifts per hour. 
CGS then determined the percent of total hours spent serving Crockett areas, and allocated consolidated 
costs to Crockett areas based on this route-hour percentage. We found this cost allocation method 
acceptable and consistent with industry norms. Republic Services allocated 25.26 percent of consolidated 
costs to Crockett. This percentage is consistent with the allocation percentage used by Republic in prior 
CGS base years. 

We reviewed CGS’s historical revenues and costs to understand the basis for the rate increase identified 
by CGS in its Application. We determined that the need for a rate increase, for this year, resulted from 
three (3) primary components: 

• Increases in labor costs – These costs are associated with increases in union labor wage rates and 
benefits specified in Teamsters Local 315 union agreements. 

• Increases in tipping fee costs – Total tipping fee costs increased over the 2017 to 2020 period 
resulting from a 17% increases in municipal solid waste and an increase in tipping fee rates 
(approximately three (3) percent per year) over the three year period. 

• Increasing costs to process recyclables – With the increasing challenges following China Sword 
the sale of recyclable material turned from a revenue stream in 2017 (+$10 per ton) to a significant 
cost (-$96 per ton). Recycled materials sales revenues declined over $50,000 between 2017 and 
2020. 

Table 3 summarizes eight (8) adjustments from our review of CGS’s 2021 Base Year Application. Our 
adjustments reduce the revenue requirement by $11,978. With these adjustments, CGS will operate at a 
shortfall of $71,950. 

One of the adjustments (-$13,750) was for profit allowed on tipping fees. We set tipping fees with profit at 
$45.00 per ton and treated amounts over $45.00 per ton as a pass-through expense, consistent with 
treatment in the last three Crockett area base year rate reviews. Several adjustments were to use a cost 
escalation rate equal to the most recent change in the SF Bay Area CPI (August to August) which 
equaled 1.6 percent. Another adjustment (-$2,253) was for allowable operating profit. Because CSS is 
projected to earn an actual operating ratio outside the 88 to 92 percent operating ratio range specified in 
the Allied Manual, we reset the allowable Base Year operating ratio to the 90 percent target operating 
ratio.3 

We also noted that the company uses relatively large overtime levels to serve Crockett areas. We 
inquired about this observation and CSS indicated that this resulted from difficulty in maintaining driver 
headcount. CGS also uses a 10 hour workday to accommodate longer routes. 

  

 
2 Since July 2008, most Crockett costs are allocated from Republic Services’ combined costs of serving the Berkeley (commercial), 
Crockett, El Cerrito, and Rodeo areas. The cost of preparing audited financial statements solely for CGS would be a significant 
allowable expense for rate setting purposes if arranged by the Contractor, which would potentially warrant a substantive rate 
increase due to the limited customer base available in the franchise area from which to spread this cost. 
3 The operating ratio (OR) is defined as total allowable costs divided by the sum of total allowable costs plus total allowable 
operating profits. 
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We also verified that the general and administrative expenses fell within a reasonable levels (10%) when 
viewed as a percent of the total revenue requirement for the company. 

Table 3 
Rate Adjustment Summary 

H. Comparison of Rates to Neighboring Jurisdictions  
Current 2020 Crockett area rates were compared with survey data from ten other jurisdictions. Results of 
the survey are summarized in Attachment C. Tables C-1 and C-2 show how selected current 2020 
Crockett area rates compare to the average of the jurisdictions surveyed.  

In Table C-1, we compare residential 20-, 32-, 64-, and 96-gallon CGS rates with averages of the 
comparable neighboring jurisdictions. CGS residential rates were between 11.55 and 27.05 percent 
below comparative residential rates. Commercial rates for the 2 yard bin service (1 time and 2 times per 
week collection) were well below comparative averages. 

 

 * * * * 
 
This Analysis is substantially different from an audit, examination, or review in accordance with Generally 
Accepted Auditing Standards, the objective of which is to express an opinion regarding CGS financial 
statements. Accordingly, we do not express such an opinion.  

The consulting services did not contemplate obtaining the understanding of CGS internal controls or 
assessing control risk, tests of accounting records and responses to inquiries by obtaining corroborating 
evidential matter, and certain other procedures ordinarily performed during an audit or examination. Thus, 
this engagement was not intended to provide assurance that we would become aware of significant 

Adjustment Description Amount of Adjustment 

1.  Use of 3.5% direct labor escalation rate (based on a combination of 
labor agreement escalations for hourly rates and benefits) ($1,637) 

2.  Use of $45 per ton as allowable tipping fee amount based on 
historical Crockett treatment and use of 1.6% as escalation rate 
based on recent Aug to Aug change in the CPI 

($15,910) 

3.  Use of 1.6% escalation rate based on recent Aug to Aug change in 
the CPI for corporate and local general and administrative costs ($1,115) 

4.  Use of 1.6% escalation rate based on recent Aug to Aug change in 
the CPI for trucking and equipment costs ($1,604) 

5.  Use of 1.6% escalation rate based on recent Aug to Aug change in 
the CPI for depreciation and other operating costs ($12) 

6.  Adjustment to allowable operating profit based on adjustments noted 
in Items 1-5 above ($2,253) 

7.  Shift of excess amount of tipping fee above $45 per ton from 
allowable tipping fee amount to pass through amount (based on 
historical Crockett treatment) and use of 1.6% as escalation rate 
based on recent Aug to Aug change in the CPI 

11,391 

8.  Adjustment to franchise fees based on items 1-7 above ($838) 

Total reduction to revenue requirement ($11,978) 
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matters that would be disclosed in an audit or examination. 

As part of this Analysis, the County agreed to be responsible to: make all management decisions and 
perform all management functions; designate an individual who possesses suitable skill, knowledge, 
and/or experience, preferably within senior management to oversee our services; evaluate the adequacy 
and results of the services performed; accept responsibility for the results of the services; and establish 
and maintain internal controls, including monitoring ongoing activities. The County has authority for 
recommending rate changes and has the ultimate authority to approve rate changes. 

Crowe‘s fees are not dependent upon the outcome of this report and Crowe is independent with respect 
to any other economic interests. 

We appreciate the contribution of County management and your input and direction on this project. We 
also thank CGS management and staff for its timely responses to our data requests. If you have any 
questions regarding this report, please call Erik Nylund at (415) 230-4963, or email 
erik.nylund@crowe.com.  

 

Crowe LLP 
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Attachment A: Rate Application 
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Attachment A includes the 2021 Base Year Rate Change Application (Application) submitted by CGS to 
the County November 20, 2020. In the Application, CGS proposed to increase collection rates by 10.56 
percent for 2021. The Application included the following forms: 

• Financial information 
• Cost Summary for 2019 
• Revenue Summary 
• Single Family Residential Summary (note that the current rates shown on this page of the Application 

were incorrect) 
• Operating Information 
• Rate Change Requested (note that the current rates shown on this page of the Application were 

incorrect). 

Information provided in the Application was for the following four (4) years: 

• Actual prior years, 2017, 2018, 2019 
• Current year estimated, 2020 
• Base year projected, 2021. 
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Attachment B: Adjusted Rate Model 
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Exhibit B-1, on the next page, of this appendix provides the adjusted base year rate model based on 
Crowe adjustments. The model reflects the following general adjustments: 

Revenues 

• No changes 
 
Allowable Costs/Profits 

• Minor $1,637 reduction to direct labor 
• Moderate $15,910 reduction to tipping fee costs (with profit), including a reduction of $13,750 for the 

reduction from the $50 per ton allowed with profit to $45 per ton allowed with profit and an amount of 
$2,160 to use an escalation factor of 1.6% compared to 3% 

• Minor $1,115 reduction to corporate and local general and administrative costs 
• Minor $1,604 reduction to truck and equipment costs 
• Minor $12 reduction to depreciation and other operating costs 
• Minor $2,253 reduction to allowable operating profit 
• Moderate $11,391 increase to tipping fee costs (a pass-through expense) 
• Minor $838 reduction to franchise fees (a pass-through expense). 
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Attachment C: Comparative Rate Survey 
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Tables C-1 and C-2 on the following page includes results of a survey of comparative residential and 
commercial rates. We provide comparisons between CGS rates and the following ten (10) similar 
jurisdictions: 

• Albany • Oakland  
• Berkeley • Pinole 
• El Cerrito • Richmond 
• Hercules • Rodeo 
• Kensington • San Pablo  

 

It is important to provide context and caveats for making comparisons of rates to other jurisdictions.  For 
example, other jurisdiction’s rates may be higher or lower based on factors such as different:  

• Levels of refuse collection service 
• Historical rate setting practices 
• Franchise terms and conditions (e.g., term) 
• Cost structures 
• Cross-subsidies 
• Equipment/vehicle procurement and maintenance practices 
• Franchise fee levels 
• Levels of jurisdictional “free” services 
• Rate structures. 
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Table C-1 
Crockett Garbage Service Inc.   
Comparison of Residential Rates with Neighboring Jurisdictions 
(Per Customer, Per Month) 

Jurisdiction 20 Gallon 32 Gallon 64 Gallon 96 Gallon 

Albany  $40.05   $44.84   $77.51   $110.15  
Berkeley  27.30   43.66   87.28   130.87  
El Cerrito 44.72   58.60   116.37   N/A  
Hercules  34.11   40.15   70.83   102.43  
Kensington  45.04   49.04   -   -  
Oakland  25.21   41.06   81.51   122.02  
Pinole  31.11   37.21   66.28   96.29  
Richmond  33.97   41.18   77.97   115.80  
Rodeo   27.95   29.99   36.59   50.31  
San Pablo  27.44   33.59   65.11   97.59  
Mean  $33.69   $41.93   $75.49   $103.18  
Crockett Curbside (current)   $29.80   $35.33   $61.95   $75.27  
$ Difference from Mean  $(3.89)  $(6.60)  $(13.54)  $(27.91) 
% Difference from Mean -11.55% -15.74% -17.94% -27.05% 

 
Table C-2 
Crockett Garbage Service Inc.   
Comparison of Commercial Rates with Neighboring Jurisdictions 
(Per Customer, Per Month) 

Jurisdiction 2 yd x 1 time/wk. 2 yd x 2 times/wk. 

Albany  $357.34   $714.68  
Berkeley  293.84   617.02  
El Cerrito  774.61   1,501.23  
Hercules  500.73   919.60  
Kensington  107.98   215.96  
Oakland  501.28   1,002.59  
Pinole  481.77   889.90  
Richmond  468.43   862.86  
Rodeo  194.46   388.89  
San Pablo  442.78   816.29  
Mean  $412.32   $792.90  
Crockett Curbside (current)   $216.11   $326.52  
$ Difference from Mean  $(196.21)  $(466.38) 
% Difference from Mean -47.59% -58.82% 
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