
31938 Temecula Parkway, Suite A #350, Temecula, CA 92592 
 
 

1 4913-7799-6444, v. 1 

Technical Memorandum:  
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______________________________________________________________________________ 

Background  
Midway City Sanitary District (District) engaged IB Consulting to perform a comprehensive cost-of-
service study in 2022 to update its residential solid waste rates. A Public Hearing was held on June 21, 
2022, establishing new solid waste rates for Fiscal Years 2022-2023 (FY 2023) through FY 2027 (Rate 
Setting Period). The updated rate schedule included 3% annual increases to cover the District’s 
anticipated revenue requirements over the Rate Setting Period. Part of the District’s revenue 
requirements included tipping fees to Orange County Waste & Recycling (OCWR) for disposal at the 
Orange County (OC) Landfills. The OCWR tipping fee makes up a portion of the residential solid waste 
collection fees paid by the District’s customers. At the time of the rate study, the OC Landfill tipping fee 
was $38.34 per ton for FY 2023, and the adopted rate schedule allowed for annual tipping fee increases 
up to 3%.  

However, the current Waste Disposal Agreement (WDA) between the District and OCWR expires, on 
or before June 30, 2026, and a new successor agreement has been approved. The new Waste 
Infrastructure System Enterprise (WISE) agreement will increase landfill tipping fees to $67.00 per ton 
in FY 2027, a projected $74.00 per ton in FY 2028, and $81.00 per ton in FY 2029. Thereafter, the 
WISE Agreement provides for tipping fees to increase pursuant to an inflationary formula, subject to 
adjustments for certain circumstances. These tipping fee increases are not currently reflected in the 
District’s residential solid waste collection fees. 

During the cost-of-service study, the revenue requirement for solid waste disposal services was 
determined over the 5-year rate study period. The revenue requirement captured operating and 
maintenance expenses, including salaries, benefits, utilities, tipping fees, repairs, and other general 
costs. Annual unit rates per Equivalent Dwelling Unit (EDU) were then developed for residential solid 
waste customers based on the number of EDUs assigned to each parcel. In addition, the study 
evaluated and developed a separate fee for additional cart requests beyond the standard three-cart 
system. Additional carts are collected simultaneously with the existing three-cart collection routes and 
do not require additional staffing or route modifications. Accordingly, the additional cart fee reflects the 
marginal cost of providing the cart and associated disposal impacts. This approach provides a clear 
connection between the costs incurred and the total customers served, resulting in a cost-based rate 
structure in compliance with Proposition 218. Table 1 shows the noticed residential solid waste rates 
and the additional cart fee for the rate study period.  
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Table 1: FY 2023 – FY 2027 Annual Rates 

 

As mentioned above, in the previous cost-of-service study, residential solid waste rates and additional 
cart fees increased each year by 3% and included projected tipping fees for residential solid waste 
disposal at the OC Landfills. Table 2 shows the projected tipping fees embedded in the residential solid 
waste rate schedule (i.e., increased by 3%) from the cost-of-service study, and the actual fees charged 
by OCWR in each fiscal year.  

Table 2: FY 2023 – FY 2027 Tipping Fees 

 

Because the current adopted residential solid waste rate schedule did not anticipate these levels of 
increases, the District will not generate sufficient revenue to cover FY 2027 disposal expenses. To 
address this funding gap in FY 2027 and beyond, the District intends to propose adjustments to the 
District’s solid waste collection fees to pass through the FY 2027 tipping fee increase and to authorize 
automatic annual pass-through adjustments pursuant to Government Code Section 53756 for future 
tipping fee increases. If the District does not adopt the proposed adjustments to pass through the 
anticipated future tipping fee increases by OCWR, it will not be able to fully recover its costs for providing 
solid waste collection services to its residential customers. 

Tipping Fee Analysis 

For FY 2024 through FY 2026 of the cost-of-service study, the projected tipping fees are within a couple 
of dollars of the actual cost. However, there will be a significant increase in FY 2027 due to the adoption 
of the WISE agreement. As a result, the District is no longer able to cover the shortage through reserves 
and must increase rates to match the costs it is incurring. The following steps were utilized in developing 
the pass-through amount for FY 2027: 

1. Calculated the difference between the projected and actual OC Landfill tipping fees. 
2. Multiplied that difference by the projected black-cart tonnage for FY 2027 to determine the total 

additional cost. 
3. Divided the total additional cost by the projected number of EDUs to determine the pass-through 

rate. 

Table 3 illustrates steps 1 through 3 above to derive the incremental pass-through per residential solid 
waste EDU. 

T ipping Fees (Solid Wast e - Black Car t )
Projected Fees FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

OC Landfill Rate (Projected) $/ton $38.34 $39.50 $40.69 $41.92 $43.18
OC Landfill Rate (Actual) $/ton $38.34 $41.31 $42.65 $43.76 $67.00
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Table 3: FY 2027 Pass-Through Analysis 

 
 

Automatic Pass-Through Adjustments  
The Ordinance adopted by the District in 2022 did not include a pass-through provision allowing the 
District to recover any increases above the assumed tipping fees charged by OCWR. Therefore, to 
ensure compliance with Proposition 218, the District must hold another Public Hearing to authorize the 
pass-through of future tipping fee cost increases above those reflected in the current rates. A new 
Proposition 218 Notice must be mailed to each record owner of each parcel at least 45 days prior to the 
Public Hearing. If there is no majority protest against the proposal, the District may pass through the 
additional tipping fee increases for the next five years. 

For any future increases in tipping fees, the pass-through provision will authorize the District to make 
automatic annual adjustments to residential solid waste collection fees and additional cart fees to pass 
through actual increases or decreases in landfill tipping fees, without holding a public hearing each year. 
The annual tipping fee pass-through adjustments will be calculated based on the actual changes in 
tipping fees per ton paid by the District, projected tons of solid waste collected and disposed of at 
landfills, and the projected total number of EDUs. Before implementing the increased fee through an 
automatic adjustment, the District must give notice at least 30 days before the adjustment's effective 
date.  

Conclusion 

The initial solid waste collection fee adjustment and authorization for automatic annual pass-through 
adjustments must go through the Public Hearing proceedings as outlined in Proposition 218. However, 
subsequent pass-through adjustments may be automatically implemented under Government Code – 
Section 53756 without holding another Public Hearing, provided that: 

1. Any increase in rates shall not exceed the costs of providing service. 
2. The District shall provide all customers a minimum 30-day written notice prior to implementing 

pass-through adjustments. 

Pass-T hr ough Analy sis
Step # Pass-Through ($/EDU) FY 2027

Tipping Fees (Solid Waste - Black Cart)
OC Landfill Rate (Actual) $/ton $67.00
OC Landfill Rate (Projected) $/ton $43.18

1 ∆ in $/ton $23.82
2 × Projected Solid Waste (Black Cart) Tonnage 23,789        

Annual ∆ Tipping Fees $566,654
3 ÷ Projected EDUs 20,510        

Incremental Increase per EDU $27.63
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The residential solid waste rate for FY 2027 will be the current noticed rate (Table 1) plus the pass-
through adjustment (Table 3) and will reflect the updated cost of providing services to each parcel. 
Table 4 shows the proposed rate per EDU for FY 2027. 

Table 4: FY 2027 Proposed Residential Solid Waste Rate ($/EDU) 

 

The additional cart fee for FY 2027 will be the current noticed rate (Table 1) plus one-third of the EDU 
pass-through rate (Table 3) and will reflect the updated cost of providing service. Table 5 shows the 
proposed updated additional cart fee for FY 2027. 

Table 5: FY 2027 Proposed Additional Cart Rate ($/Cart) 

 

For FY 2028 through FY 2031, the annual tipping fee pass-through adjustments will be calculated based 
on the actual changes in tipping fees per ton paid by the District, projected tons of solid waste collected 
and disposed of at landfills, and the projected total number of EDUs. 

FY 2027 Pr oposed Annual Rat es ($/EDU)
Noticed + Pass-Through FY 2027

Noticed Residential Solid Waste Rate $213.85
Pass-Through Adjustment $27.63

Adjusted Residential Solid Waste Rate ($/EDU) $241.48

FY 2027 Pr oposed Annual Addit ional Car t  Fee ($/Car t )
Noticed + Pass-Through FY 2027

Noticed Additional Cart Fee $41.62
Pass-Through Adjustment (1/3 of an EDU) $9.21

Adjusted Additional Cart Fee ($/Cart) $50.83
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