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Note on Data Quality and Interpretation

The authors of the report have used the best publicly available data to estimate baseline
disposal and recycling rates and financial impacts from increased recycling. These data
are, however, incomplete. To improve the quality and accuracy of the analysis, a critica
review of the draft report and supplementary data were formally requested of Clark
County’s Solid Waste Franchisee, Republic Services of Southern Nevada, Inc. in March
2002. However, as of this writing, no response had been received.

Detailed comments on data assumptions and calculations are included in Appendix A.
Any errors in data interpretation are the sole responsibility of the authors.
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.  Project Background

Tellus Institute received funding from US EPA Region IX to investigate how Resource
Management (RM) contracting might assist Clark County Nevada in achieving higher
recycling rates. RM is a strategic alternative to disposal contracting that seeks continual
improvement in resource efficiency through enhanced source reduction, recycling, and
recovery. When a contractor’ s incentives are tied to the value of services that foster
prevention, reuse, and recycling—with disposal as the last resort—contractors’ activities
align with those of the customers’ in a new type of joint effort. However, thisis currently
the exception rather than the rule in municipal waste contracting. Further discussion on
the RM model is included as Appendix B.

Objectives of this Report and Project Approach

The objectives of this study were to assess whether Clark County’ s existing solid waste
Ordinance and/or Franchise Agreement could be modified to promote increased recycling
through the adoption of RM practices and incentives, and if so, how. This report
represents the final draft of the assessment and encompasses tasks described the scope of
work developed by Tellus staff with assistance from US EPA , Nevada Department of
Environmental Protection, Clark County Administrative Services, and the Clark County
Health District. Overal, the intent of this study isto look at an innovative market based
approach to achieving higher diversion of materials from the municipa solid waste
Stream.

The information and analysis presented in this report is based primarily on:
= Clark County Code Chapter 9.04 — Solid Waste Management (Ordinarce)

= Franchise Agreement for Collection and Disposal of Solid Waste for
Unincor porated Areas of Clark County (Franchise Agreement)

= Clark County Solid Waste Master Plan Update, Interim Report #1 (Draft)

= Consolidated Statements of Income for Slver State Disposal Service, Inc. and
Subsidiary FY' s 1995-1997 and Republic Slver Sate Disposal, Inc. and
Subsidiary 1998-2000

= 2000 Southern Nevada Consensus Population Estimates
= Published commodities pricing data

= 1999 waste stream composition data produced by the California Integrated
Waste Management Board

= Persona communications with County staff

The Ordinance, Franchise Agreement, and draft solid waste master plan were the main
sources for determining baseline cost and service levels. The documents were reviewed
together since the Franchise Agreement relies heavily on the scope of services and fee
structure defined in the Ordinance.

To assess the feasibility of introducing an RM approach into Clark County’s solid
waste franchise arrangements, Tellus quantified current costs of waste and recycling

Tellus Institute Page 1 71212002



Assessing Resource Management in Clark County, NV

services for Clark County and identified or estimated disposal and diversion levels
associated with existing programs. The potential for RM to increase current diversion
through additional recycling or composting was examined through scenario assessments.
These assessments identified incremental improvements from the year 2000 baseline.
The associated net financial impacts of the scenarios were compared to estimated current
costs to determine potential contract savings that would be available to provide financial
incentives for increased recycling and reduced disposal. Tellus has applied its knowledge
of performance contracting techniques to assess current contract methods and to provide
advice on how to improve contracting techniques in order to increase the likelihood of
achieving the diversion and cost savings outlined in the scenarios.

Included are recommendations on where RM contracting el ements might be inserted
into the Ordinance or amended to the Franchise. Where applicable, we have also
highlighted those sections of the Ordinance and Franchise Agreement that might act as
barriers to RM type contracting. The project followed an ambitious schedule with work
beginning in September and ending by late December.

This report is organized into Six sections:

1. Project background (this section)

2. Summary of baseline solid waste and recycling service levels
3. Summary of the existing contract compensation mechanism
4

. Analysis (based on best available data) of the cost/benefits from increased
residential recycling
5. Aninterpretation of implicit and explicit incentives built into the current
arrangements

6. Recommendations and barriers to incorporating RM elements into the existing
contract structure

[I. Baseline Solid Waste and Recycling Service Levels

Clark County is the most populous County in Nevada, encompassing the Las Vegas
metropolitan area and approximately 70% of the state’s population. The area has seen
rapid population growth in recent years (an avg. growth rate of 6.5% annually between
1995 and 2000) that is projected to continue. The County is comprised of incorporated
and unincorporated urban and rural areas. The primary incorporated cities are Las Vegas,
North Las Vegas, Henderson and Mesquite that harbor approximately 57% of the
County’s population. The remaining 43% of the population resides in unincorporated
areas. Incorporated citiesin Clark County contract independently from the County
government.

In the unincorporated areas, the Clark County Board of Commissioners contracts for
solid waste, recyclables, and household hazardous waste collection services through an
exclusive Franchise Agreement. The franchise for solid waste collection covers both
residential and commercial customers. The Franchise Agreement grants exclusive rights
to the Franchisee to recyclables collection only from residential customers, while
businesses are permitted to contract independently.

Tellus Institute Page 2 71212002
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Table 1. Population and Housing Occupancy in Clark County, NV
Occupied Housing Units

Population Single family Multi-unit (3) Total
Unincorporated County (1) 588,748 100,880 131,232 232,112
Total Clark County (1) 1,428,690 290,212 246,157 536,369
Total Nevada (2) 1,998,257 751,165
Clark County Contribution to Total Nevada 71%

(1) Source: Southern Nevada Concensus Population Estimates 2000 as reported by Clark County Comprehensive Planning Dept.

(2) 2000 Census of Population and Housing, Nevada, Issued May 2001, U.S. Department of Commerce, U.S. Census Bureau. In general

US Census 2000 figures for NV are approximately 4% lower on average than the 2000 Southern Nevada Consensus Population
Estimates.

(3) Multi-unit is sum of "Plex, Mobile, Apt. Town House, and Condo" as reported by Clark County Comprehensive Planning Dept.

The current Franchisee for the County and most of the municipalities in the County is
Republic Services of Southern Nevada and Subsidiary (Republic). The County’ s contract
with Republic extends through 2035.

Service Levels

Service levels for solid waste and recyclables within Urban Solid Waste Service Areas
in unincorporated Clark County are detailed in Table 2. Self-transport, operation of
recycling drop-off centers, transport of construction and demolition, yard waste, and
collection and transport of recyclables from commercia establishments are explicitly
excluded from the franchise by the Ordinance or Franchise Agreement. Household
hazardous waste collection is also provided under the Franchise agreement, but has been
intentionally excluded from our analysis because no data on collection quantities or cost
was available.

Residents of Clark County’s Urban Solid Waste Service Areas, where the great
majority of the population resides, receive curbside collection of solid waste twice a
week. The county Ordinance limits solid waste collection containers to sizes between
three and 30 gallons, but in practice, County staff report that most people use containers
that are 33 gallons or larger. The Franchisee also collects just about anything that is put
out for pick-up, including large white goods and furniture. Residents of the rural areas of
the County receive curbside collection or can use one of seven convenience centers (self-
serveroll-offs). The Franchisee operates three urban transfer stations and deposits waste
in the Apex landfill, which it also owns.

Residents in the Urban Solid Waste Service Areas receive curbside recycling collection
twice a month. The recycling program accepts newspaper, cardboard, magazines, glass
bottles, aluminum cans, tin cans (steel/tin bimetal), plastic bottles (PET and HDPE) and
used motor oil (in containers no larger than 1 gal.). Recyclables must be partially source
separated into one of three 12-gallon bins. one each for paper, glass, and other.
Corrugated cardboard is placed beside the containers. Recyclables are further separated
by the Franchisee at its Materials Recovery Facility.

Tellus Institute Page 3 71212002
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Table 2: Service level: Clark County solid waste and recyclables (Urban
Solid Waste Service Areas)

Solid Waste

Recyclables

Any material (excluding liquid and hazardous
materials) that “has (emphasis added) been
abandoned or dis carded by their owners”. Excludes

Materials “in or out of the solid waste
stream that have not (emphasis added)

Definition: “recyclables that are not commingled with refuse” but been discarded or abandoned by their
includes recyclable materials separated after owners.” [O]
commingling [O].
Recipi ) Residences, multiple dwellings, places of business, Re?ti_dlengal CIT_Jstomersb(_Ires;idences, ‘s b
ecipients: public buildings, hotels and mobile home parks [O, F] multiple dwellings, mobile home parks) by
curbside collection program [O, F]
Collection 2x weekly (residential) [O, F] é; rg)onthly (on solid waste collection
frequency: Y
) 3-30 gallon receptacles provided by customer [O] 3 bins ~12 gals each [CS]
Container In practice “wheeled plastic containers sold by Home Provided by Franchisee. [Size and number
capacity: Depot” (probably standard 33 gallon or larger). Little or | not specified in Franchise Agreement or
nothing refused for pickup. [CS] Ordinance]
Partial source separation by resident;

. further post-collection separation by
Collection Scheduled routes with 3 urban and 7 rural transfer Franchisee at a Materials Recovery Facility,
strategy: stations. Three bins: paper, glass, other (“other”

currently includes: plastic bottles, aluminum
& steel cans) [CS]
o  Newspaper, Cardboard, and
Magazines
0  Glass bottles
Materials Virtually anything put out for collection including large 0  Aluminum cans, Tin cans (steel/tin
) white-goods , furniture and recyclables commingled bimetal)
accepted: with refuse [CS] 0 Plastic bottles (PET and HDPE?)
0  Used motor oil (in containers no
larger than 1 gal)
[O, plastic types- CS]
1) Provide for drop-off for solid waste at transfer station
and landfill by residents [F]
2) Maintain at least three urban transfer (convenience)
Drop-off stations in Las Vegas Metro region (Shelbourne,
services: Henderson, North Las Vegas) [F]
3) Establish and maintain seven rural transfer stations
or “convenience centers” (roll-off dumpster protected
by cyclone fence). [F]
R ting: The contractor must report annually audited data on Annual totals to County for state report,
eporting. performance, customers, staff and equipment. [F] broken out by material.
. . Included in solid waste fee; portion used for
Billing: Quarterly. Managed by Franchisee. [F] recycling is unknown.
Customer e . . (Not specified in Ordinance or Franchise
service: (Not specified in Ordinance or Franchise Agreement) Agreement)
Promotional (Not specified in Ordinance or Franchise
Activities: (Not specified in Ordinance or Franchise Agreement) Agreement, but required by Nevada

Statute)®

[F] = Franchise Agreement; [O] — Ordinance; [CS] — County Staff, personal communication

' Based on capacity of Huskylite ® three-bin system produced by Rehrig Pacific Company that matches descriptions of

County staff

2 Nationally, PET and HDPE together account for ~75% of the plastic bottle market (25% and 50% respectively)

3 Nevada Revised Statute 444A.050, 1(b) requires that the municipality, i.e. the County or Health District, "notify all
persons occupying residential, commercial, and institutional premises within the area covered by the program of the
local recycling opportunities and the need to reduce the amount of waste generated."

Tellus Institute
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Baseline Disposal and Recycling Quantitiesfor Year 2000

Total tonnage of solid waste generated and collected in the County has been rising and
is projected to continue to increase quite rapidly. In 2000, 2,787,516 tons of
residential/commercia waste was generated in Clark County. Of this 2,483,805 tons were
landfilled. The landfilled portion of waste is projected to grow by 35% to 3,370,620 tons
by 2010*, based on projected growth rates for the County’s permanent population, tourist
population, and casino/hotel/resort industry.

Figure 1. Source of Recyclables Diverted in
Clark County (2000)

Q::> 80% of office paper
) and corrugated
20% of office paper and cardboard reported
corrugated cardboard .
and 100% of all other ﬁ Commercial
recyclables reported Recycli ng*
Residential  (Republic) Commercial
Recycling* 1.2% Recycling

(Other Recyclers)
8.3%

(Republic)
1.4%

Landfilled
(Commercial/ Residential)
89.1%

* Clark County Solid Waste Master Plan Update, Interim Report 1 (Draft), Section 7.4

According to the draft Solid Waste Master Plan Update, Countywide recycling rates
have been fluctuating between 8% and 17% since 1995 with an average rate of 12.5%. In
2000, approximately 11% of the municipal solid waste stream (303,711 tons) was
diverted through recycling in Clark County, for comparison the national recycling rate
was 27.8%in 2000°. Thisiis dightly less than half of the state’ s voluntary target of 25% of
the total solid waste generated within each municipality”. This is significantly below the
U.S. Environmental Protection Agency’s goal to divert at least 35% of municipal solid
waste from landfilling and combustion, through recycling and composting by the year

4 Clark County, Nevada, Solid Waste Master Plan Update, Interim Report #1 (Draft) prepared by Zia Engineering &
Environmental Consultants, Inc. and Pentacore Resources, LLC for the Clark County Health District, April 24, 2001.
(draft SWM Plan 2000).

5 Ibid.

6 U.S. EPA, Municipa Solid Waste in the United States: Facts and Figures 1999 (2000)” Nevada Revised Statutes
Chapter 444A.020
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20058, Figure 1 shows recyclables recovered both under the Franchise Agreement and by
independent recyclers. The Franchisee collected roughly 1/4 of all collected recyclable
materials through both franchise (residential) and non-franchise (commercial) activities.
The remaining 3/4 were collected from the commercial sector by over 70 companies.

Calculating separate residential or commercial recycling rates is difficult because the
relative contributions of the commercia and residential sectors to the solid waste stream
asawholein Clark County are currently unknown. Using the average relative
contributions reported for California (60% commercial, 40% residential)® and source
attributions estimated in the draft Solid Waste Master Plan Update (80% newspaper and
cardboard from the commercial sector and everything else from the residential sector)*°,
the recycling rate for the County’s commercial sector is 14-16%, and for the residential
sector is 4%.

County staff and the draft Solid Waste Master Plan Update report that, in general, only
single-family residences have access to the recycling program at this time. Most multi-
unit buildings cannot easily accommodate recycling bins and do not receive them.

There is no audited data on curbside recycling participation rates in the County. The
draft Solid Waste Master Plan Update estimates the current participation rate among
participating (i.e. single-family) residents to be 43% using the inferred tonnage of
collected residential recyclables (37,747 tons) and an assumed average contribution of
600 Ib. per participating household. If these calculations are used to estimate a combined
single family and multi- unit residence participation, the rate shrinks to 24%. The
Franchisee recently reported™? that the participation rate for 2000 was 27.5%, as
measured by driver “clicker counts” of recycling bins set out for pick-up.

Reporting requirements

The Franchise Agreement requires that the contractor provide the County with
numerous data including:

« current year budget and actual expensesin prior year;

« number of collection vehicles, collection manhours paid,
personnel, and customers,

 tons of solid waste deposited in the landfill;

« tonsof glass, paper, aluminum, steel/tin cans, cardboard
and plastic sold;

- resdential and multifamily recycling indicators;
« landfill facilities;

 and the schedule of significant equipment used.

8 U.S. EPA Strategic Plan, Government Performance and Results Act Goal 4.6 (1999)

91999 California Statewide Waste Disposal Characterization Study, California Integrated Waste Management Board
(CIWMB 1999)

10 County staff believe the Franchisee’s commercial recycling may make up a much smaller proportion of its total
recyclables collection than estimated under these assumptions.

11 Republic Services of Southern Nevada, L etter responding to Audit Follow-up Data Request by Clark County
Department of Business License. Signed by Alan Gaddy. Addressed to Michael Harwell. Dated 1/18/02.
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The contractor must also “provide data and reports necessary to fulfill requirements of
the County and/or Solid Waste Management Authority for assessing and reporting results
of recycling and hazardous waste collection program in conformance with applicable
federal and state laws and regulations.” County staff report that this provision of the
contract is primarily for the Solid Waste Authority’s request for annual recycling data,
but is not necessarily limited to this.

[Il. Contract Compensation

This section provides an overview of how compensation amongst the relevant
stakehol ders occurs.

Under the current contract, residents and businesses pay fees directly to the Franchisee.
The Franchisee in turn pays the County a Franchisee fee for exclusive rights to provide
services within the specified areas. Fees for customers are delineated explicitly in the
currert text of the county Ordinance last revised in 1998. For residential customers
(Table 3), set fees cover solid waste collection, curbside collection of recyclables, and
access to household hazardous waste collection events. Those for commercial
establishments only cover solid waste collection. For residents, a combined fee is paid to
the Franchisee for collection of recyclables and solid waste that is independent of the
guantities of solid waste and/or recycling generated.

Table 3: Annual cost for solid waste and recyclables collection
in Clark County Urban Solid Waste Service Areas

Effective Single
date CPI -U Family Multi-unit
2 units, 1 |2 units, 1 stop|6 units, 1 stop|6 units, 1 stop
stop (total) (per unit) (total) (per unit)
1998 - $116 $148 $74 $391 $65
Jul-99 1.60% $118 $150 $75 $397 $66
Jul-00 2.21% $121 $153 $77 $406 $68
Jul-01 3.36% $125 $158 $79 $419 $70

Solid waste and recycling collection in unincorporated Clark County are derived from
a schedule set forth in the Ordinance'? and adjusted annually for inflation according to a
methodology also set forth in the Ordinance. The method provides for an increase equd
to the Consumer Price Index, All Urban Consumers, and U.S. City Average (CPI-U)*3
when the CPI-U is between 0% and 6.5% with provisions for adjustments mechanisms
when the CPI-U is above or below this range. The base rates and method were
established through arevision of the County Ordinance in 1998 as an alternative to the
rate adjustment process specified in the Franchise Agreement which had proved
contentious and drawn-out. The new process was mutually agreed upon by the Board of
Commissioners and the Franchisee. However, the Franchise Agreement was not
simultaneously amended.

12 Sections 9.04.150 through 9.04.200 of the Clark County Code and tables therein
13 published by the U.S. Bureau of Labor Statistics
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The original rate adjustment method set out in the Franchise Agreement is quite
different from the method described in the Ordinance. The original rate adjustment in the
Franchise Agreement empowered the Board of Commissionersto lower or raise rates
according to a complex methodology based on the Franchisee' s performance against the
established baseline, the Franchisee' s rate of return, and administrative cost control. The
performance baseline was to be established by performance over the first three years of
the contract (1996-1999) based on solid waste and recycling collection and disposal data
provided by the Franchisee. However, no precise method was ever specified describing
how changes in performance would be reflected in rate changes.

The Franchise Agreement originally tied rate increases to a“desired” rate of return
(ROR) (net profit—after federal tax and franchise fee) equal to 7% of gross receipts from
activities related to all municipal solid waste disposal contracts (referred to as “ contract
revenues’). The ROR applied to contract revenue from both the unincorporated County
and from contracts with the incorporated municipalities. If revenues fell short of this
target, rates for the following year were to be increased to a level sufficient to provide the
desired ROR for that year and make-up for the previous year’s shortfall. The Franchise
Agreement also alowed for arate reduction if profit exceeded the desired 7% ROR.

Under the rate adjustment method set forth in the 1998 revision of the Ordinance* the
Board of Commissioners may adjust rates based only on the CPI-U or coststo the
Franchisee both unforeseen and out of its control. While the Franchise Agreement does
contain a clause stating that it is subject to the provisionsin Title 9 of the Clark County
Code and amendments thereto, the absence of a contract amendment makes the
documents appear contradictory.

The Franchise Agreement requires the Franchisee to pay the County 5% of gross
annual receipts from solid waste collection, recyclable, and drop-off in the
unincorporated county. In 2000, total franchise fees paid to the County were $3.7 million.

The Franchise Agreement also requires that the validity of the contractor’s financial
statements, rate calculation and reporting of performance indicators be audited by a
licensed third party CPA. The CPA is chosen by the contractor to ensure that county
residents are charged at the agreed upon rate, to confirm the accuracy of performance
indicators, and to enable the guaranteed rate of return feature of the Franchise
Agreement. The County is also permitted access to the Franchisees financia records once
ayear to verify reported financials. The County takes advantage of these provisions to
conduct an audit every three or four years. These audits generally focus on verifying that
the correct license fees have been paid to the County, if the correct rates are charged to
customers and if the CPA has accurately tracked revenue and expenses from the
Franchisee's general ledger.

14 Section 9.04.200
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IV. Opportunities for Cost Savings and Enhanced Recycling
Services

To evaluate the potential for RM in the County’s current solid waste and recyclables
contracts we have constructed a simple model of costs and benefits from increased
recycling in Clark County (see Table 4). The model relies on diverse, and in some cases,
incomplete data sets. Where the necessary data was unavailable we have made
substitutions or one or more assumptions. Data sources and assumptions are discussed
briefly below the table and in detail in Appendix A. Available information was generally
Countywide and insufficient to precisely determine the proportion of waste and recycling
in unincorporated areas. Thus the numbers below therefore represent quantities and costs
for al of the Franchisee' s operationsin Clark County. More accurate estimates could be

generated from a more detailed breakdown of the Franchisee’s costs and revenue and
solid waste and recycling collection sources and totals.

Table 4: Clark County, NV Cost/Benefit of Increased Diversion of

Recyclables from Residential Waste Stream

Cost of
Recycling Land disposal Recycling increased
rate (avoided costs) revenue Recycling |Net gain or loss
Cost/Benefit
(per ton) $4.24 $61 ($27) $38]
BASELINE
Tons of waste/
4% recyclables 993,522 37,747
Total revenue/
cost $4,212,534 $2,287,103
Scenario 1
ITons of waste/
8% recyclables 948,767 82,502 82,502
Total revenue/
cost $4,022,774 4,998,820 ($2,237,441)
Difference from baseling] $189,760) $2,711,717 ($2,237,441) $664,036]
Scenario 2
ITons of waste/
12% recyclables 907,517 123,752 123,752
Total revenue/
cost $3,847,871] 7,498,230 ($3,356,162)
Difference from baseline $364,663 $5,211,127] ($3,356,162) $2,219,629
Scenario 3
ITons of waste/
25% recyclables 773,452 257,817 257,817
Total revenue/
cost $3,279,435 15,621,312 ($6,992,003)
Difference from baseline $933,099 $13,334,209 ($6,992,003) $7,275,305]
Scenario 4
'Tons of waste/
35% recyclables 670,325 360,944 360,944
Total revenue/
cost $2,842,177 21,869,837 ($9,788,805)
Difference from baseline $1,370,357] $19,582,734 ($9,788,805) $11,164,286
Tellus Institute Page 9 71212002
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Table 4 shows changes in gross and net revenue relative to the FY 2000 baseline at 8%,
12%, 25%, and 35% recycling rates. Increases in recycling could come existing
customers who recycle as well as increased participation for those customers who don’t
recycle. Asthe table shows, potential savings are significant and range from roughly
$664,036 under Scenario 1 up to over $11 million under Scenario 4.

Let us explain briefly how the model works. The model has three components all
indexed to increased tonnage of recycling/tonnage diverted from disposal:

1) Cost savings from avoided disposal fees
2) Revenue from sale of recyclables
3) Incremental cost of recycling

The model scenarios evaluate additional costs and benefits if the recycling rate in 2000
had been at that level. Solid waste generation is of course expected to grow in Clark
County in proportion to population. Thus, recycling at a given recycling rate (and
increased benefit) would also be expected to grow.

Avoided cost of land disposal

The avoided cost of land disposal ($4.24/ton) was estimated by dividing the average
dump operations expenses (FY 1995-FY 2000) reported by the Franchisee ($10,523,810)
by the total tonnage of MSW landfilled by the Franchisee in FY 2000 (2,450,620 tons).
Thisis a surrogate for the usual measure of avoided tipping fee, which cannot be readily
applied here, since the Franchisee also operates the landfill. The calculated disposal
cost/ton likely represent a lower bound on savings for severa reasons. First, the value is
based on dump operations expenses only and does not account for any debt service, or
closure related costs that are typically part of atip fee. Second, the disposal cost/ton is
much lower than the tip fee of $13.80 for the Apex landfill reported by Waste News.
Finally it does not account for any labor savings associated with significant reductions of
waste sent to the landfill or the value of extended life of the landfill.

Recycling Revenue

The average revenue/ton for recyclables of $61 is aweighted average of revenue from
the sale of residential recyclables. To calculate this average, the tonnage of recyclables
by materia type'® was multiplied by the cumulative averages of the average commodities
prices on the Los Angeles spot market reported bi-weekly by Waste News. LA prices
were used because equivaent data from local recycling market data was not available.
Local recyclers have confirmed these prices are reasonable surrogates that they
themselves use in setting bid prices. Actual market price data for 2000 on newspaper,
corrugated cardboard, magazines, and aluminum cans provided by Nova Waste Paper,
Inc., a Clark County recycler, were substantially higher then the LA prices (60% higher
for corrugated cardboard, for example).

15 Commercial/residential breakdown for cardboard and office paper presumed to be 80/20. All other recyclables
assumed to be from single family residential customers (pg. 52 Interim Report No. 1, Solid Waste Management Plan
Update, Clark County, Nevada)
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The total dollar values of estimated tonnage for each commaodity type were summed
and divided by total tons of residential recyclables to obtain the weighted $56/ton value.
When the Franchisee combined multiple commodities categories in reported collection
data, such as aluminum and steel cans, the relative proportion of each commodity was
estimated based on California Integrated Waste Management Board waste stream
composition data adjusted to eliminate the contributions of yard waste.

Based on audited financial statements and recycling reports submitted by the
Franchisee for 1995-97 and 2000, the Franchisee earned an average annual revenue of
$148/ton, much more than our estimated $61. However, some portion of the reported
revenue likely comes from other sources such as commercial recycling fees.

I ncremental cost of recycling

Increased recycling will of course also generate increased costs from greater labor/time
on collection routes and increased processing of recyclables. In the absence of detailed
data we estimated the Franchisee' s incremental costs to recycle by comparing how total
recycling costs have changed in the past as recycling has increased.

In 2000, the Franchisee reported recycling 71,418 tons of material at a total cost of
$11,257,218°. Thiswould transate into a cost of $158/ton and we presume this covers
all fixed (trucks, processing infrastructure, etc.) and variable costs (Iabor for collection
and processing, etc.). Theincreased costs to the Franchisee for providing service for
increased recycling per the scenarios identified above will certainly be less than this
number since they have already invested (and the county is already paying) in the fixed
cost portion. In fact, it is likely that the current infrastructure for recycling could (or
should) handle up to 222,500 tons of recyclables according to collection capacity
specified in the scope of services and resulting recycling capacity (Table 8). Thuswe
have assumed for Scenario 1 and 2, the contractor will incur, predominately, increased
variable costs. Asit approaches Scenario 3, the Franchisee may need to invest in
additional fixed costs.

Table 5: Incremental cost of recycling in Clark County

Tons of
Year Recycling costs  recyclables Incremental cost
2000 $11,257,218 71,481
1995 $10,821,080 55,338
Difference $436,138 16,143
$436,138 = $27.02
16,143

16 Based on (draft SWM Plan 2001)
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To get an estimate of increased incremental variable costs, we took reported data for
1995 and compared it to the reported 2000 data (Table 5). 1n 1995, the franchise recycled
55,338 tons of material at a cost of $10,821,080.This is equivalent to roughly $195/ton.
The incremental increase in tonnage between 1995-2000 is 16,143 (71,418-55,338) and
the incremental cost is $436,138. Thus the incremental cost per ton to recycle for the
increased recycled tonnage is roughly $27/ton.

Tons of diverted materials

To calculate the quantity of diverted material for each scenario the total tons of
residential waste collected in 2000 (tons landfilled + tons recycled) was multiplied by the
recycling rate and divided by 100. The quantity of solid waste landfilled in each scenario
was calculated by subtracting the quantity diverted to recycling less tons recycled in 2000
from tons lanfilled.

Bottom linefor Clark County

So what does this mean for Clark County? If savings such as these do exist’, they
represent a more efficient way of doing business and, if used properly, could represent a
win-win-win situation (recycling is increased, the Franchisee can earn more income, and
rates need not be increased).

Table 6: Net benefit of increased r