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INDIGENOUS   ACKNOWLEDGEMENT   

  

Edmonton   is   located   within   Treaty   6   Territory   and   within   the   Métis   homelands   and   Métis   Nation   of   

Alberta   Region   4.   We   acknowledge   this   land   as   the   traditional   territories   of   many   First   Nations   such   

as   the   Nehiyaw   (Cree),   Denesuliné   (Dene),   Nakota   Sioux   (Stoney),   Anishinaabe   (Saulteaux)   and   

Niitsitapi   (Blackfoot).   

  

The   City   of   Edmonton   owes   its   strength   and   vibrancy   to   these   lands   and   the   diverse   Indigenous   

peoples   whose   ancestors’   footsteps   have   marked   this   territory   as   well   as   settlers   from   around   the   

world   who   continue   to   be   welcomed   here   and   call   Edmonton   home.     

  

Together   we   call   upon   all   our   collective   honoured   traditions   and   spirits   to   work   in   building   a   great   

city   for   today   and   future   generations.   
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EXECUTIVE   SUMMARY     

  

Waste   Services   is   an   essential   part   of   The   City   Plan   and   key   to   enhancing   residents’   livability   while   

supporting   Climate   Resilience   through   innovation   and   partnership.   The   goal   of   the   utility   is   to   

demonstrate   leadership   and   support   and   encourage   residents,   businesses   and   institutions   to   act   

as   stewards   of   the   environment.   Programs   and   activities   that   promote   waste   prevention,   waste   

reduction,   reuse   of   materials   and   circular   economy   innovations   through   a   Zero   Waste   Framework,   

will   allow   Waste   Services   to   contribute   to   the   City’s   Corporate   Outcomes   and   reach   goals   

established   in   the   25-year   Waste   Strategy.      

  

In   alignment   with   the   Waste   Services   2022-2025   Business   Plan,   Waste   Services   will:   

● Maximize   the   promotion   of   policy,   regulation,   partnerships   and   market   creation   over   direct   

practice   and   market   entry   for   non-regulated   business   sectors;   

● Manage   the   risk   to   diversion   targets   through   balanced   portfolios   of   insourced   and   

outsourced   activities   for   regulated   business   sectors;     

● Build   resident   behaviour   agility   to   meet   evolving   system   requirements   related   to   changes  

in   market   availability   and   other   cost   drivers.   

  
Following   these   principles   will   allow   Waste   Services   to   achieve   the   following   goals:   

  

Make   Transformational   Impacts:   Waste   Reduction   and   Residential   Diversion   

Using   a   Zero   Waste   Framework,   the   25-year   Waste   Strategy   aims   to   transform   the   waste   system   by   

focusing   on   waste   reduction   as   well   as   committing   to   diversion   of   residential   and   non-residential   

waste   from   landfill.      

  

Manage   the   Corporation:   Stable   and   Consistent   Utility   Rates     

Waste   Services   will   maintain   stable   and   consistent   utility   rates   as   per   the   Waste   Services   Utility   

Fiscal   Policy   C558B,   through   service   delivery   transformation   and   by   pursuing   opportunities   to   

generate   additional   revenue   through   the   sale   of   waste   byproducts.   

  

Deliver   Excellent   Services:   Supporting   Transformation   

Newly-created   programming,   digital   support   for   residents   and   improved   customer   journey   

mapping   will   provide   the   customer   support   required   for   successful   system   adaptations   and   
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increased   waste   prevention   and   diversion.   Continued   employee   safety   and   revised   workforce   

training   programs   will   enhance   physical   and   mental   well-being,   as   well   as   future   role   readiness.   

  

The   Waste   Services   utility   is   well   positioned   for   the   transformational   changes   in   the   coming   years   as   

a   result   of   the   25-year   Waste   Strategy.   Stable   and   consistent   utility   rates   remain   the   key   goal   with   a   

focus   on   waste   prevention   and   reduction   initiatives   and   alignment   to   the   Zero   Waste   Framework   for   

all   sectors   in   the   City   of   Edmonton.   
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1.    INTRODUCTION     
 
Waste   Services   is   an   essential   part   of   the   City   Plan   and   supports   Climate   Resilience   through   

innovation   and   partnerships.   Waste   Services'   goal   is   to   support   and   encourage   Edmontonians,   

businesses   and   institutions   in   their   waste   management   practices.   Waste   Services   will   support   

Edmontonians   by   ensuring   utility   rate   increases   remain   low   and   consistent   and   will   encourage   

Edmontonians   by   leading   by   example   and   focusing    on   waste   reduction   and   increased   waste   

diversion.   These   actions   will   be   directed   at   the   minimization   of   materials   going   to   landfill.   This   will   

enable   Waste   Services   to   move   towards   the   90   per   cent   diversion   goal   set   by   Council.   

  

In   May   2021,   the   Waste   Reduction   Roadmap   was   approved   and   is   a   commitment   of   the   25-year   

Waste   Strategy.   The   Roadmap   describes   programs   and   activities   designed   to   reduce   the   quantity   of   

waste   that   is   both   generated   and   disposed   of   in   Edmonton.   The   goal   is   to   reduce   the   quantity   of   

waste   generated   per   person   in   Edmonton   by   20   per   cent   over   the   course   of   the   25-year   Waste   

Strategy,   with   zero   per   cent   growth   in   residential   waste   generation   per   person   from   2021   to   2024.   

The   City’s   focus   will   be   on   creating   change   by:   

  

● supporting   Edmontonians   in   making   the   behavioral   changes   necessary   to   reduce   waste;     

● removing   barriers   to   zero   waste   innovation   and   circular   economy   initiatives;   and     

● increasing   awareness   of   and   participation   in   waste   reduction   programs.     

  

Waste   Services   will   continue   to   make   transformational   impacts   through   the   25-year   Waste   

Strategy,   provide   essential   service   to   Edmontonians   while   maintaining   full   cost   recovery,   and   

improve   the   employee   and   resident   experience   to   support   adaptation   of   new   systems.   Over   the   

next   four   years,   Waste   Services   is   working   to   deliver   the   following:      

  

● A   single   unit   residential   diversion   rate   of   approximately   70   per   cent   by   2025.   

● Implementation   of   actions   from   the   Waste   Reduction   Roadmap   to   promote   zero   per   cent   

growth   in   residential   waste   generation   per   person   in   Edmonton.   

● Enhancement   of   the   Corporate   Three-Stream   Waste   Program   and   alignment   with   other   

corporate   utility   management   best   practices.   

● A   mandatory   source   separation   program   for   the   multi-unit   sector   receiving   communal   

collection.   

● An   Industrial,   Commercial   and   Institutional   sector   program   strategy.     
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● Service   delivery   transformation,   focusing   on   efficiency,   effectiveness,   citizen   experience   

and   information   technology   to   deliver   stable   and   consistent   utility   rates.   

● Enhanced   asset   optimization   and   innovation.   
 
Stable   and   consistent   utility   rates   remain   a   focus   for   the   next   four   years.   Service   delivery   

transformation   and   the   ability   to   increase   revenue   from   existing   assets   as   well   as   the   sale   of   waste   

byproducts   will   contribute   to   achieve   this   goal.   The   service   delivery   transformation   will   be   achieved   

through   technology   deployment,   process   optimization   and   will   enhance   operational   efficiency.   

Enhanced   employee   engagement   and   a   continued   safety   culture   will   improve   productivity   and   help   

retain   top   talent.   
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2.    ORGANIZATIONAL   STRUCTURE     
 
Waste   Services’   organizational   structure   is   fully   aligned   to   the   Corporate   Business   Plan   and   consists   

of   five   sections   (Figure   1).    

  
Figure   1:    Waste   Services   Organizational   Structure   

  

 
  

Waste   Collection   Services     

Waste   Collection   Services   provides   efficient   and   effective   waste   collection   and   drop-off   services   

including   an   Assisted   Waste   Collection   program   for   residents   with   mobility   restrictions.   Residents   

have   access   to   a   number   of   facilities   where   large   items   can   be   dropped   off   for   recycling,   reuse   or   

disposal   including   Eco   Stations,   Community   Recycling   Depots,   Big   Bin   Events   and   the   Reuse   Centre.      

  

Sustainable   Waste   Processing     

Sustainable   Waste   Processing   receives   and   sorts   residential   and   non-residential   waste   at   the   

Edmonton   Waste   Management   Centre,   a   unique   collection   of   advanced   processing   and   research   

facilities.   This   integrated   site,   located   on   233   hectares,   is   designed   to   handle   more   than   500,000   

tonnes   of   waste   per   year.   Facilities   and   operations   are   either   owned   and   operated   by   the   City   or   run   

on   a   contract   basis   with   private   industry.   The   focus   of   these   facilities   is   to   recover   valuable   resources  

and   to   minimize   the   amount   of   waste   going   to   landfill.   

  

Technical   Services   

Technical   Services   is   dedicated   to   the   engineering,   technical   support,   innovation   and   environmental   

compliance   of   waste   processing   and   collection   operations.   The   area   provides   oversight   for   capital   

projects   and   large   operational   investments   to   ensure   waste   operations   are   compliant,   effective   and   

efficient.   This   section   also   manages   environmental   regulatory   compliance   and   the   Clover   Bar   Landfill   

post-closure   operations.      
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Business   Integration     

Business   Integration   is   responsible   for   defining   Branch   strategy,   facilitating   operational   direction,   

resource   allocation,   financial   governance   and   branch-wide   alignment   to   corporate   directives.   Key   

areas   of   focus   include   performance   management,   monitoring   and   reporting,   contract   management,   

customer   experience,   sales   and   marketing,   utility   rate   filing   and   billing.   This   area   is   also   responsible   

for   the   Branch’s   communications,   education,   outreach   and   volunteer   programs   that   keep   residents   

engaged   in   sustainable   waste   practices   and   waste   reduction   efforts.      

  

Waste   Strategy     

This   section   ensures   coordinated   delivery   of   the   25-year   Waste   Strategy.   It   leads   research,   public   

engagement,   business   case   development,   program   and   service   design,   project   management   and   

change   management   in   coordination   with   all   other   sections   to   guide   the   transformation   of   

Edmonton’s   waste   system   to   a   Zero   Waste   Framework.   
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3.    METHODOLOGY   &   KEY   ASSUMPTIONS     
 
The   following   subsections   provide   the   methodology   and   key   assumptions   for   the   2022   Rate   Filing.   

The   2022   Rate   Filing   is   based   on   the   August   31,   2021   forecast   incorporating   significant   changes   up   to   

September   30,   2021.   The   assumptions   used   to   develop   this   Rate   Filing   include   City   Council   approved   

corporate   budget   guidelines   and   forecasts   from   the   City’s   Corporate   Economist.   

  

● Forecast   Housing   Starts   and   Consumer   Price   Index   

  

● The   following   table   provides   a   further   breakdown   of   expected   customer   growth   projections   

between   single   unit   and   multi-unit   customers   based   on   historical   averages.   On   October   1,   

2021   all   existing   single   unit   customers   transitioned   to   a   cart   based   collection   system.   

Customer   growth   projections   assume   that   the   cart   size   distribution   profile   for   new   

customers   follows   a   similar   trend   experienced   during   the   initial   cart   rollout   in   2021.   

  

  
*Available   only   to   residents   that   meet   unique   requirements   to   qualify.      

  

● Employee   Benefits     

        The   2020-2022   Operating   Budget   amounts   were   calculated   by   the   City   of   Edmonton’s   Capital   

and   Operating   Budget   System   (COBS)   which   allocates   benefit   dollars   by   employee.   The   2022   

Rate   Filing   includes   an   update   for   any   recent   changes   in   benefit   rates   for   the   Local   

Authorities   Pension   Plan,   Canada   Pension   Plan,   Employment   Insurance,   Major   Medical   and   

Dental   Plan,   Group   Life   Insurance   and   Health   Care   Spending   Account.   

  

  
  

   2022    2023    2024   

Housing   Starts    9,700    9,900    10,100   

Consumer   Price   Index    2.10%    1.80%    2.20%   

Housing   Starts    2022    2023    2024   

120L   Cart    523    534    545   

240L   Cart    4,981    5,084    5,186   

360L   Cart*    25    25    26   

Multi-Unit    4,171    4,257    4,343   

Total    9,700    9,900    10,100   
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● Regulatory   Methodology   

The   revenue   requirement   and   customer   rates   are   based   on   the   forecast   costs   required   by   

the   utility   to   provide   its   services   using   a   cost   of   service   methodology.   The   methodology   and   

allocations   used   in   determining   the   revenue   requirement   are   based   on   the   2017   Cost   of   

Service   Study   completed   by   an   independent   consultant   in   2018.   An   updated   Cost   of   Service   

Study   was   initially   planned   for   2022   using   full   years   operational   and   financial   data   after   

implementation   of   the   Single   Unit   cart   rollout.   Due   to   COVID-19,   the   cart   rollout   

implementation   was   postponed   by   almost   one   year,   with   all   single   unit   residents   

transitioning   to   a   cart   based   collection   system   starting   in   September   2021.   As   a   result,   the   

next   Cost   of   Service   Study   will   be   done   in   2023   using   full   years   operational   and   financial   data   

from   2022   to   ensure   that   cost   allocations   appropriately   reflect   the   impacts   of   

transformational   service   delivery   changes   provided   by   the   utility   to   its   customers.   

● Cost   of   Debt   

Debt   servicing   calculations   use   the   cost   of   debt   rate   forecast   provided   by   the   City’s   

Corporate   Accounting   and   Reporting   section   and   are   based   on   actual   Government   of   Alberta   

(formerly   the   Alberta   Capital   Financing   Authority)   borrowing   rates   as   of   the   third   quarter   of   

2021.   The   rates   are   calculated   to   be   mid-year   estimates.   An   additional   0.25   per   cent   

increment   is   added   per   year   starting   in   2022.   

  

Other   assumptions   include   the   following:   
  

● Waste   Services   Utility     Staff   Vacancy   -   Unless   otherwise   stated,   the   typical   expected   staff   

vacancy   is   four   per   cent   for   all   staff.     

  
● Full-time   Equivalent   -   A   full-time   equivalent   (FTE)   is   defined   as   the   hours   (and   associated  

personnel   costs)   one   full   time   employee   would   work   in   a   year.   For   example,   if   a   position   is   

funded   for   one   year,   it   is   equivalent   to   1.0   FTE,   whereas   a   position   funded   for   six   months   is   

equivalent   to   0.5   of   an   FTE.   Funding   for   a   new   position   may   be   adjusted   in   the   first   year   to   

  
  

Term    2022    2023    2024   

10   year    2.08%    2.33%    2.58%   

15   year    2.52%    2.77%    3.02%   

20   year    2.77%    3.02%    3.27%   

25   year    2.95%    3.20%    3.45%   
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reflect   the   timing   between   approval   of   a   new   position   and   hiring,   with   full   funding   for   the   

position   beginning   the   following   year.     

  
● Customer   Growth   -   The   customer   counts   are   based   on   historical   trends   and   the   anticipated   

household   starts   as   projected   by   the   City’s   Corporate   Economist.      

  
● Multi-unit   Sector   -   This   rate   filing   assumes   services   to   multi-unit   customers   are   provided   

under   a   fully   regulated   status-quo   model.   The   rate   forecast   incorporates   capital   and   

operating   requirements   starting   in   2023   to   support   the   implementation   of   three-stream   

waste   separation   in   the   multi-unit   sector.   This   rate   forecast   will   be   reviewed   and   updated   in   

future   rate   filings   subsequent   to   the   outcome   of   the   updated   Multi-Unit   Strategy   report   and   

business   case   which   is   expected   to   be   brought   forward   for   Utility   Committee   

recommendation   and   Council   approval   in   March   2022.   

  

● Cart   Adoption   -   On   October   1,   2021,   approximately   252,500   households   moved   to   four   

stream   collection   as   part   of   the   Edmonton   Cart   Rollout   with   separate   food   scraps   collection,   

seasonal   yard   waste   collection   and   garbage   volume   limits.   After   the   citywide   distribution   of   

carts,   Single   Unit   Residential   Curbside   customers   were   transitioned   to   variable   rates   on   

October   1   based   on   their   choice   of   garbage   cart   size.   Rate   revenue   forecasts   have   been   

updated   to   include   the   current   cart   distribution   as   of   October   1.   Expected   single   unit   

customer   growth   was   forecasted   to   align   with   the   actual   cart   adoption.   The   customer   base   

assumed   in   the   2022   Rate   Filing   to   recover   revenue   requirement   from   the   residential   

curbside   and   communal   collection   customers   is   represented   in   the   figures   below:     

  

  
*Available   only   to   residents   that   meet   unique   requirements   to   qualify.     

  
  

Service   Type      2020   Actual    2021   Forecast    2022   Proposed    2023   Forecast   

120L   Cart    -    22,027    22,311    22,600   

240L   Cart    -    209,624    212,322    215,076   

360L   Cart*    -    1,042    1,055    1,069   

Transition   Cohort   1    7,233    7,233    7,233    7,233   

Transition   -   Cohort   2   -    12,572    12,572    12,572   

Curbside     236,120    252,498    255,493    258,550   

Communal      171,715    159,143    164,038    168,980   

Total    407,835    411,641    419,531    427,530   
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A   review   of   customer   accounts   was   completed   as   part   of   the   2017   Cost   of   Service   Study.   

Through   this   review   a   number   of   households   were   identified   as   receiving   service   as   if   they   

were   a   single   unit   customer   but   were   being   charged   the   lower   multi-unit   rate.   In   2019,   the   

Waste   Services   Bylaw   was   updated   to   allow   for   customers   to   be   charged   in   alignment   with   

their   service   type.   Waste   Services   undertook   a   project   to   review   these   accounts   to   determine   

the   appropriate   classification   and   service   type.   These   households   were   reclassified   from   the   

multi-unit   rate   to   the   single   unit   rate.   To   avoid   rate   shock   for   these   customers,   Waste   

Services   received   approval   to   adjust   the   rates   from   the   multi-unit   rate   to   the   single   unit   rate   

over   a   period   of   five   years.   These   customers   are   classified   as   Transition   -   Cohort   1   

(customers   who   began   the   transition   period   in   2020)   and   Transition   -   Cohort   2   (customers   

who   began   the   transition   period   in   2021)   in   the   above   table.      
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4.    OPERATIONAL   PERFORMANCE      

  
Key   Performance   Metrics   

The   four   performance   goals   below   summarize   Waste   Services’   performance   measures.   
  

  

  
  

GOAL      PERFORMANCE   
MEASURE     

ACTUAL    TARGETS     

2020    2021   
Forecast   

2022    2023    2024    2025   

Customer   
Excellence    

Curbside   Organics   &   
Recyclables   Collected    1    13%    37%    55%    56%    58%    59%   

Kg/Capita   Residential   
Waste   Generated      363   

No   
increase   

from   2020     

No   
increase   

from   2020   

No   
increase   

from   2020   

No   
increase   

from   2020   

No   
increase   

from   2020   

Operational   
Excellence    

Single   Unit   Residential     
Diversion   Rate    2   18%    32%    40%    50%    60%    70%   

Number   of   Reportable   
Environmental   
Incidents     

13    <20    <20    <20    <20    <20   

  
Financial   
Accountability     

Annual   Net   Income   
($000s)      $9,071    $18,210    $12,789    $11,191    $13,433    $10,894   

Stable   Rates    3    0.3%    0.0%    0.0%    1.2%    1.2%    1.0%   

Debt   Service     
Coverage   Ratio    4   12.6%    12.5%    13.0%    13.1%    13.3%    13.5%   

Cash   Position    5   
($000s)    $73,481    $70,438    $56,428    $32,134    $30,909    $33,288   

Organizational   
Excellence    

Employee   Satisfaction   
Rate   (Glint   Survey)    6    71    70    73    73    73    73   

Number   of   Near   Miss   
Incidents    7    95    105     

10%   more   
than   

previous   
year   

10%   more   
than   

previous   
year   

  10%   
more   than   
previous   

year   

10%   more   
than   

previous   
year   

Lost   Time   Frequency   
Rate   (Trailing   12   
Months)   

2.80    3.38    3.04    2.73    2.46    2.21   
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1    Curbside   Organics   &   Recyclables   Collected   focuses   on   changing   customer   behaviour.   This   metric   measures   the   per   cent   
of   the   total   waste   collected   from   residential   curbside   customers,   which   is   diverted   from   black   cart   waste   (either   to   
recycling,   organics   or   grass   recycling).   The   formula   for   this   metric   is   (Tonnes   Residential   Organics   +   Recyclables   
Collected)/(Tonnes   Residential   Garbage   +   Recyclables   +   Organics   Collected)   X   100%.   The   2020   result   was   lower   than   the   
2021   forecast   as   no   Residential   Organics   were   collected   during   that   year.   The   title   of   this   metric   was   adjusted   from   
“Curbised   Diversion   Rate   (weight   based)”   in   previous   public   reporting   to   “Curbside   Organics   &   Recyclables   Collected”   to   
clarify   what   it   is   measuring   and   to   differentiate   it   from   the   Single   Unit   Residential   Diversion   Rate   metric.     

  
2    Single   Unit   Residential   Diversion   Rate   targets   have   been   updated   related   to   process   changes   at   the   Edmonton   Waste   
Management   Centre,   including   a   capital   upgrade   of   the   Materials   Recovery   Facility   and   ongoing   negotiations   related   to   
Refuse   Derived   Fuel.      

  
3    Stable   Rates   measures   the   ability   of   Utility   to   maintain   stable   consistent   rate   increases.   As   defined   in   the   Waste   Services   
Utility   Fiscal   Policy   C558B,   utility   rates   are   considered   to   be   stable   and   consistent   when   the   year   over   year   change   in   rates   is   
within   ±   2%   of   the   Consumer   Price   Index   for   the   Edmonton   metropolitan   region.   

  
4    Debt   service   coverage   measures   the   ability   of   the   Utility   to   meet   its   debt   servicing   obligations   using   annual   revenues   
and   is   calculated   as:   Debt   Service   Coverage   Ratio   =   Debt   Service   (Principal   +   Interest   Payments)   ÷   Revenue   

The   debt   service   coverage   indicator   is   achieved   when   the   Utility’s   Debt   Service   Coverage   Ratio   is   not   greater   than   22%.    
  

5    Higher   cash   position   is   required   to   fulfill   obligations   for   the   Clover   Bar   Landfill   and   Bremner   Lagoon   liabilities.   Closure   
activities   for   the   Clover   Bar   Landfill   are   expected   to   be   completed   by   2023.   

  
6    Survey   method   changed   in   2019   from   a   comprehensive   two   year   survey   to   a   quarterly   survey.   Survey   results   and   targets   
reflect   average   GLINT   survey   results   of   Employee   Satisfaction   (eSat)   measure.   The   formula   for   this   metric   is:   Sum   of   [(%   
weight   of   each   Quarter’s   participation   rate)   X   respective   Quarter’s   Glint   Survey   Result)]".   

  
7     A   near-miss   is   a   hazard   that   does   not   result   in   injury,   illness   or   damage,   but   has   the   potential   to   do   so.   Reporting   on   Near   
Miss   Incidents   provides   a   proactive   approach   to   tackling   more   serious   lost-time   incidents.     
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5.    LANDFILL   CLOSURE   &   RELATED   LIABILITIES      
 
The   Utility’s   landfills   include   a   Class   II   and   Class   III   landfill   which   are   currently   being   prepared   for   

complete   closure   and   reclamation   in   accordance   with   operating   approval   from   Alberta   Environment   

and   Parks   (AEP).   The   Clover   Bar   Landfill   (Class   II)   opened   in   1975   and   was   Edmonton’s   first   

engineered   sanitary   landfill,   featuring   groundwater   diversion,   leachate   treatment   and   environmental   

monitoring.    The   landfill,   which   lasted   20   years   longer   than   expected   due   to   recycling   programs   

starting   in   1988,   reached   full   capacity   and   was   closed   in   August   2009.   The   Class   III   landfill,   originally   

established   for   the   1987   tornado   debris,   ceased   operations   in   2008.     

  

Pursuant   to   the   Alberta   Environmental   Protection   and   Enhancement   Act,   the   Utility   is   required   to   

fund   the   closure   of   its   landfill   site   and   provide   for   post-closure   care   of   the   site.   Closure   and   

post-closure   activities   include   the   final   clay   cover,   landscaping,   surface   and   groundwater   monitoring,   

leachate   control,   landfill   gas   management   and   visual   inspection.   The   minimum   period   for   

post-closure   care   is   25   years   and   the   landfill   closure   and   post-closure   care   plans   are   based   on   

engineering   assessment   of   current   ground   conditions,   leachate   levels,   geology,   and   various   other   

environmental   and   regulatory   conditions.   The   costs   to   close   and   maintain   solid   waste   landfill   sites   

are   based   on   estimated   future   expenses,   adjusted   for   inflation   and   discounted   to   current   dollars.   

These   costs   are   reported   as   a   liability   on   the   Statement   of   Financial   Position   in   accordance   with   

Canadian   Public   Sector   Accounting   Standards   (PSAS).   Future   events,   such   as   changes   to   regulatory   

requirements,   and/or   changes   in   ground   conditions,   leachate   levels,   etc.,   may   result   in   changes   to   

the   estimated   cost   and   will   be   recognized   prospectively   as   an   adjustment   to   the   reported   liability,   

when   applicable.     

  

The   following   table   summarizes   the   estimated   liability   and   expected   disbursements   required   to   

complete   closure   activities.   
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The   Utility   anticipates   closure   activities   such   as   design   and   construction   of   stormwater   management,   

leachate   collection,   landfill   gas   collection,   final   clay   cover,   landscaping,   etc.   to   be   completed   by   the   

end   of   2023.   From   the   time   of   final   closure,   the   minimum   period   for   post-closure   care   is   expected   to   

be   25   years   and   includes   operating   and   maintenance   activities   such   as   final   cover   inspection   and   

maintenance,   landfill   gas   collection   and   flare   system   maintenance,   leachate   monitoring,   treatment   

and   disposal,   etc.   Significant   changes   to   cost   estimates   in   the   future   may   result   in   a   future   

adjustment   to   the   landfill   liability   and   subsequently   the   annual   landfill   provision.   

  

The   reported   liability   for   landfill   closure   and   post-closure   care   on   the   Statement   of   Financial   Position   

as   at   December   31,   2020   was   $40.4   million,   per   line   5.   An   adjustment   is   required   in   2021   to   increase   

the   liability   by   $8.8   million,   per   line   4.   This   increase   is   primarily   associated   with   higher   than   

previously   anticipated   costs   required   to   control   leachate   migration,   reduce   environmental   impact   

and   comply   with   the   Environmental   Protection   Act.   As   a   result,   the   liability   is   estimated   to   be   $48   

million   by   the   end   of   2021,   per   line   5.    
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The   Utility   currently   maintains   $23.5   million   in   restricted   cash   for   the   landfill   liability,   per   line   9.   The   

amount   of   unfunded   liability   that   remains   to   be   collected   from   ratepayers   each   year   based   on   the   

expected   liability   balance   and   cash   disbursement   for   planned   construction   activities   is   shown   on   line   

10.   Including   the   full   unfunded   liability   balance   under   the   Utility’s   revenue   requirement   in   any   given   

year   would   result   in   significant   rate   increases   for   ratepayers.   To   mitigate   this,   the   Utility,   through   its   

2020   Rate   Filing,   received   approval   to   collect   $1.3   million   annually   for   25   years   to   fully   fund   the   

landfill   liability,   as   shown   on   line   7.   Collecting   the   required   sum   over   the   full   term   of   the   post-closure   

period   will   minimize   the   impact   to   ratepayers   and   allow   the   Utility   to   maintain   stable,   consistent   rate   

increases   while   fulfilling   the   obligation   for   this   liability.   This   provision   has   been   increased   from   $1.3   

million   to   $1.8   million   in   the   2022   Rate   Filing   to   reflect   the   increase   in   the   estimated   liability   from  

$40.4   million   to   $48.0   million.     

  

The   restricted   cash   of   $23.5   million   will   be   used   to   fund   closure   costs   up   to   2023,   per   line   9.   The   

restricted   cash   balance   in   2023   is   estimated   to   be   fully   depleted   after   accounting   for   the   collection   of   

$1.8   million   through   rates   and   estimated   disbursements   for   closure   activities   during   the   year.   

However,   as   can   be   observed   from   line   11   and   line   13   of   the   table   above,   the   Utility’s   projected   cash   

position   in   each   year   after   accounting   for   landfill   disbursements   and   Pay   As   You   Go   cash   required   to   

fund   capital   expenditures   is   positive   and   sufficient   to   fulfill   its   estimated   landfill   obligations.   
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6.    FINANCIAL   RATE   IMPACTS      
 
The    financial   rate   impacts   below   represent   the   incremental   change   to   the   Utility   Rate   from   the   

previous   year.    The   resulting   rate   impacts   reflect   the   services   and   processes   required   to   support   the   

Waste   Services   Utility’s   mission,   values   and   strategic   initiatives.   The   rate   impacts   have   been   grouped   

into   three   categories:   Operating   Impacts,   Capital   Impacts   on   Operating   and   Other   Impacts.   

  

  

  

Operating   Impacts   

The   increase   in   Operating   Impacts   from   the   2021   budget   includes   additional   external   services   related   

to   customer   growth,   additional   inspection   costs   associated   with   the   Edmonton   Cart   Rollout   and   the   

return   of   temporary   seasonal   staff   to   pre-COVID   levels.      

  

Capital   Impacts   

The   decrease   in   the   capital   impact   for   2022,   relative   to   the   2021   budget,   is   mainly   driven   by   

reductions   to   the   capital   budget   due   to   the   cancellation   of   the   Organics   Processing   Facility   project   and   

lower   requirements   for   Source   Separated   Organics   initiatives   and   Vehicle   and   Equipment   

replacements.   This   reduced   capital   activity   results   in   lower   projected   amortization   expenses   as   well   as   

debt   and    Pay   As   You   Go   (PAYG)    funding   requirements.     
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Other    Impacts   

● Non-rate   Revenue   impact   is   the   result   of   decreases   from   other   program   revenue   which   includes   

revenues   generated   from   third   parties   operating   at   the   Edmonton   Waste   Management   Centre   

based   on   agreements,   such   as   sharing   of   third   party   sales   revenues.   Also   included   in   this   category   

are   revenues   generated   from   environmental   initiatives   such   as   the   sale   of   Greenhouse   Gas   

credits.     

● Based   on   current   economic   conditions   and   housing   starts,   the   customer   base   is   forecast   to   grow   

in   2022.   This   growth   allows   regulated   revenue   to   be   allocated   over   a   larger   base   therefore   

controlling   the   per   unit   Residential   Customer   Rate   increase.   The   greater   number   of   residential   

customers   will   generate   higher   regulated   revenue   which   will   be   used   to   offset   the   associated   

residential   waste   operational   costs.   Regulated   revenue   determination   for   single   unit   customers   

has   changed   from   a   monthly   unit   rate   to   variable   cart   rates   based   on   the   size   of   a   customer's   

garbage   cart   with   the   implementation   of   the   Edmonton   Cart   Ro llout.   

● Approval   of   the   Waste   Management   Utility   Fiscal   Policy   C558B   in   December   2020   resulted   in   

changes   to   the   rate   reven ue   calculation.    A   requirement   for   PAYG   funding   is   now   included   as   part   

of   the   rate   revenue   calculation   to   ensure   sufficient   cash   is   generated   to   meet   the   Utility's   current   

and   future   capital   needs.   The   Rate   of   Return   is   calculated   to   achieve   a   Net   Income   position   to   

meet   cash   and/or   PAYG   targets.    This   places   greater   emphasis   on   long-term   planning   and   the   

financial   sustainability   of   the   Utility.   
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7.    FINANCIAL   INDICATORS   &   RISK   ALLOWANCE      
 
The   Waste   Management   Utility   Fiscal   Policy   C558B   was   adopted   by   City   Council   on   December   9,   2020.   

The   updated   policy   focuses   on   four   Financial   Indicators   used   to   monitor   the   financial   health   of   the   

Utility   as   illustrated   below:      
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7.1    Rates   

  
On   October   1,   2021,   Single   Unit   Residential   Curbside   customers   transitioned   to   variable   waste   rates   

based   on   their   choice   of   garbage   (black)   cart   size   following   the   implementation   of   cart-based   

collection   to   all   single   unit   customers.   The   following   table   outlines   the   proposed   cart   rates   for   2022   

and   the   actual   adoption   of   garbage   carts   by   single   unit   customers.     

2022   Cart   Rates     

  
*Available   only   to   residents   that   meet   unique   requirements   to   qualify.     

  

The   variable   cart   rates   provide   financial   incentives   for   customers   who   embrace   waste   reduction   and   

waste   sorting   behaviours   that   reduce   the   amount   of   garbage   they   generate   and   help   to   achieve   the   

City’s   waste   diversion   targets.   For   2022,   the   difference   between   the   120   litre   rate   and   the   240   litre   rate   

will   be   $5   per   month   and   the   difference   between   the   240   litre   rate   and   the   360   litre   rate   will   be   $10   

per   month.   The   360   litre   cart   is   available   to   households   that   meet   specific   criteria   including   very   large   

households   and   those   generating   non-hazardous   home   healthcare   waste.   The   above   rates,   taking   

into   consideration   the   customer   adoption   rates,   are   designed   in   alignment   with   the   rate   differential   

discussed   in   the   City   Council   approved   Single   Unit   Waste   Set-Out   Business   Case   (CR_7173).   The   

differential   pricing   allows   customers   to   determine   the   amount   of   service   they   require,   along   with   the   

financial   flexibility   associated   with   the   variable   rates.     

  

Customers   in   the   multi-unit   sector   receive   communal   bin   or   cart   collection.   These   customers   typically   

consist   of   condominium   and   apartment   units.   The   residential   communal   collection   rate   is   set   to   

remain   at   $30.69   in   2022.   The   rate   for   customers   who   began   transitioning   from   the   communal   

collection   rate   to   the   curbside   collection   rate   in   2020   will   increase   from   $37.30   in   2021   to   $41.27.   The   

rate   for   customers   who   began   transitioning   from   the   communal   collection   rate   to   the   curbside   

collection   rate   in   2021   will   increase   from   $34.00   in   2021   to   $37.74.     

  
  

Garbage   Cart   Size   
(in   litres)   

Monthly   Rate      Customer   Adoption   

120L    $43.32    9.75%   

240L    $48.32    89.75%   

360L*    $58.32    0.5%   
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7.2    General   Comments   for   Financial   Indicators   

  
Target:   Rates   Sufficient   to   Meet   Expenditures     

The   proposed   and   forecasted   years   all   meet   the   requirement   of   generating   sufficient   net   income   to   

cover   operating   expenses.   

  

Target:   Cash   Position   

The   target   cash   position   for   Waste   Services   includes   capital   funding   to   meet   Pay   As   You   Go   (PAYG)   

requirements   for   the   next   fiscal   year   plus   a   risk   allowance   to   mitigate   exposure,   such   as   volatility   of   

the   markets   for   recyclable   commodities,   as   outlined   in   the   Waste   Management   Utility   Fiscal   Policy   

C558B.   As   the   Utility   moves   forward   with   the   necessary   upgrades   for   the   Material   Recovery   Facility   

(MRF)   and   Refuse   Derived   Fuel   Facility   (RDF)   to   improve   efficiency,   the   PAYG   requirement   is   expected   

to   remain   high   at   $21.4   million   in   2022.   The   calculation   of   the   risk   exposure   includes   the   following   

identified   risks   (in   thousands   of   dollars):   

  

  

The   allowance   for   operational   impacts   and   strategic   changes   include   provision   for   operational   risks   

associated   with   the   citywide   cart   rollout   and   implementation   of   source   separated   organics.   These   

risks   are   expected   to   reduce   over   time   as   the   Utility   incorporates   changes   to   its   operations   based   on   

learnings   and   experiences   from   the   Source   Separated   Organics   program.   After   accounting   for   the   
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PAYG   requirements   and   risk   allowance,   the   cash   balance   is   positive   in   all   years   due   to   the   significant   

cash   reserves   held   for   both   the   Landfill   Post   Closure   Liability   and   the   Bremner   Lagoon   Liability.     

  

Target:   Stable   and   Consistent   Utility   Rates   

As   the   Utility   moves   toward   financial   sustainability,   achieving   stable   and   consistent   rates   has   been   

given   a   high   priority.   As   defined   in   the   Waste   Services   Utility   Fiscal   Policy   C558B,   utility   rates   are   

considered   to   be   stable   and   consistent   when   the   year   over   year   change   in   rates   is   within   ±   2%   of   the   

Consumer   Price   Index   for   the   Edmonton   metropolitan   region.   For   2022,   the   target   will   be   achieved   

with   a   proposed   zero   per   cent   rate   increase   across   all   residential   customer   classes.   To   achieve   this   

target,   the   utility   will   focus   on   service   delivery   transformations,   opportunities   to   generate   additional   

revenue   through   the   sale   of   waste   byproducts,   enhanced   asset   optimization   and   operational   

efficiencies.     

  

Target:   Debt   Service   Coverage   Ratio   

Debt   service   coverage   measures   the   ability   of   the   Utility   to   meet   its   debt   servicing   obligations   using   

annual   revenues.   The   debt   service   coverage   indicator   is   achieved   when   the   Utility’s   Debt   Service   

Coverage   Ratio   is   not   greater   than   22   per   cent.   Based   on   the   anticipated   capital   financing   

requirements   for   the   Utility,   the   debt   service   ratio   is   expected   to   remain   well   below   22   per   cent.   
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8.    UTILITY   SUMMARY   SCHEDULE      
 
(in   thousands   of   dollars)   

  
  

  
Line   1   -   Operations   and   Maintenance   

The   increase   in   operations   and   maintenance   from   the   2021   Forecast   primarily   reflects   an   

increase   to   personnel   for   the   return   of   temporary   seasonal   staff   to   pre-Covid   levels.    Other   

increases   include   increased   utility   costs   required   for   the   Anaerobic   Digestion   Facility   and   other   

facilities   at   Edmonton   Waste   Management   Centre   (EWMC),   anticipated   cost   increases   due   to   

customer   growth   and   increased   Fleet   fuel   and   maintenance   from   higher   volume   of   seasonal   

yard   waste   pickup   and   inspection   requirements   for   automated   arm   maintenance   related   to   the   

Edmonton   Cart   Rollout.     

  

Line   2   -   Amortization   of   Non-Contributed   Assets   

Increases   in   amortization   results   from   the   commissioning   of   assets   into   service   related   to   the   

Source   Separated   Organics   Program,   Refuse   Derived   Fuel   Enhancements,   Materials   Recovery   

Facility   (MRF)   renewal,   site   infrastructure   and   facilities   projects,   and   vehicle   and   equipment   

purchases.   
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Line   4   -   Intra-municipal   Recoveries   

The   increase   in   intra-municipal   recoveries   from   the   2021   Forecast   primarily   reflects   an   increase   in   

internal   cost   recoveries   relating   to   the   Commercial   Collection   program,   Aggregates   and   an   

increase   in   capital   recoveries.   For   additional   details,   please   refer   to   schedule   9.8   Intra-Municipal   

Recoveries.   

  

Line   6   -   Amortization   of   Regulatory   Asset   

A   deferral   account   was   approved   in   the   Utility’s   2019   Rate   Filing   to   allow   the   Utility   to   recover   the   

incurred   Edmonton   Composting   Facility   expenses   through   customer   rates   over   a   reasonable   time   

period   in   order   to   minimize   the   rate   impact   and   to   maintain   stable   and   consistent   utility   rates.   

  

Amortization   of   the   regulatory   asset   represents   the   annual   amount   of   the   deferral   account   

balance   recovered   through   utility   rates   in   a   given   period.   No   additions   to   the   previously   

approved   deferral   account   balances   are   anticipated   in   the   2022   Rate   Filing.   Please   refer   to   

schedule   10.2   for   additional   details.     

 

Line   7   -   Non-Rate   Revenue   

Decrease   in   non-rate   revenue   is   related   to   2021   grant   revenue   that   reflects   the   transfer   of   

appropriated   funds   from   the   tax   supported   Financial   Stabilization   Reserve   to   the   Utility   in   order   

to   fully   write   off   the   notional   non-regulated   loan   which   was   approved   by   City   Council   on   July   05,   

2021.   No   grant   revenue   is   forecasted   for   2022.    Also,    MRF   revenues   are   anticipated   to   be   lower   

in   2022   for   a   period   of   time   when   planned   upgrades   to   improve   processing   efficiencies   are   made   

to   the   facility.      This   is   partially   offset   by   increased   rental   revenue   and   Eco   Station   revenue.     

 

Line   8   -   Rate   Revenue   

Increase   in   rate   revenue   is   primarily   driven   by   Pay   As   You   Go   requirements   to   support   capital,   

additional   requirements   to   fund   landfill   liability,   additional   requirements   to   support   growth   in   

customer   base,   and   increased   processing   and   diversion   of   waste   from   landfill.     

  

Further   detailed   analysis   of   proposed   expenditures   and   revenues   are   provided   in   subsequent   

schedules.   
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9.    OPERATIONS   &   MAINTENANCE      
 
(in   thousands   of   dollars)   

  
  

Line   8   -   Other   Expenses   

Other   expenses   primarily   include   insurance   premiums   associated   with   waste   collection   and   

processing   facilities   at   the   EWMC   and   Eco   Stations,   bad   debt   expense   and   service   charges   for   

credit/debit   card   processing   at   the   EWMC   scalehouse   and   Eco   Stations.   The   2021   forecast   

includes   a   one-time   non-cash   adjustment   to   write-off   incurred   project   costs   following   City   

Council’s   approval   to   not   pursue   the   Organics   Processing   Facilities   (OPF)   capital   project   (August   

16,   2021   -   CO00430).      

  
Line   13   -   Grants   

Grants   reflected   are   flow   through,   received   from   Alberta   Innovates   Energy   and   Environment   

Solutions   and   disbursed   to   the   owner   of   the   Edmonton   Waste   to   Biofuels   and   Chemical   Facility   

upon   achievement   of   contractual   milestones.   The   net   operating   impact   of   these   grants   is   zero   

with   the   offset   in   grant   revenue   (Schedule   11.1).   No   additional   grant   for   this   facility   is   expected   in   

2022.   For   additional   details,   please   refer   to   the   schedule   for   each   line.   
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9.1    PERSONNEL        
 
(in   thousands   of   dollars)   

  
  
  

Personnel   costs   include   Wages,   Overtime,   Employment   Allowances   and   Benefits.   The   City   of   

Edmonton’s   Capital   and   Operating   Budget   System   (COBS)   utilizes   the   City's   payroll   system   as   the   

source   for   the   personnel   budget   for   both   wages   and   benefits,   thereby   providing   a   reliable   and   

consistent   source   of   information.   Vacant   positions   are   set   at   mid-range   with   family   benefits.   

Included   in   the   2022   Proposed   Budget   is   an   assumption   of   a   vacancy   discount   of   four   per   cent   

for   all   positions.   

  

Line   1   -   Wages   

Wages   are   expected   to   increase   over   the   2021   forecast   with   the   return   of   temporary   seasonal   

staff   to   pre-Covid   levels.      

  

Line   2   -   Overtime   

Overtime   is   expected   to   increase   over   the   2021   forecast   primarily   to   support   the   

implementation   of   the   diversion   targets   and   due   to   the   additional   requirements   for   the   seasonal   

grass,   leaf   and   yard   waste   collection.   

  

Line   3   -   Allowances   and   Benefits   

Benefits   mainly   consist   of   Local   Authorities   Pension   Plan   (LAPP),   Canada   Pension   Plan,   

Employment   Insurance,   Major   Medical   and   Dental   Plan,   Group   Life   Insurance   and   Health   Care   

Spending   Account.   
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9.2    MATERIALS,   GOODS   &   SUPPLIES      
 
(in   thousands   of   dollars)   

  

  

Line   5   -   Other   

The   increase   in   Other   from   the   2021   Forecast   is   primarily   related   to   an   increase   in   hired   

equipment   costs   for   the   Aggregates   program   resulting   from   higher   contract   rates.     
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9.3    EXTERNAL   SERVICES      
 
(in   thousands   of   dollars)   

  
  

Line   1   -   Waste   Collection   Services   

Collection   Services   external   contracts   include   single   unit   residential   garbage,   recycling,   organics   

and   seasonal   yard   waste   collection.   It   also   includes   multi-unit   residential   garbage   and   recycling   

collection   as   well   as   costs   for   contracted   equipment,   services   at   the   Eco   Stations   and   other   

Collection   Services   programs.      

 

Contract   work   is   anticipated   to   increase   due   to   population   growth   and   increased   waste   volume.   

Current   contracts   are   adjusted   annually   using   a   cost   index   that   includes   CPI,   fuel   and   labour   to   

better   reflect   annual   changes   in   direct   operating   costs.     

  

Line   2   -   Materials   Recovery   Facility  

The   Materials   Recovery   Facility   (MRF)   sorts   and   processes   recyclables   collected   through   the   blue   

bag   and   recycling   depot   programs.   A   small   reduction   from   the   2021   Forecast   is   the   result   of   a   

planned   upgrade   to   the   plant,   resulting   in   anticipated   lower   operating   costs.       

  

Line   3   -   Organics     

Contracted   organics   costs   include   operations   and   maintenance   cost   for   the   High   Solids   

Anaerobic   Digestion   Facility   (HSADF)   allowing   for   approximately   40,000   tonnes   per   year   of   

organic   material   to   be   processed   and   diverted   from   landfill.    In   addition,   the   projected   cost   in   

2022   includes   cost   for   processing   organics   under   a   number   of   distributed   off   site   processing   
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contracts   with   the   private   sector,   allowing   for   an   additional   42,000   tonnes   per   year   to   be   

processed   and   diverted   from   landfill   for   the   next   five   years.     

  

Line   4    -   Integrated   Processing   &   Transfer   Operations   (IPTF)   

Feedstock   for   waste-to-biofuels   or   waste-to-energy   applications   is   prepared   at   the   Refuse   

Derived   Fuel   facility   (RDF),   located   within   the   IPTF.   Waste   Services   pays   a   contractually   agreed   

upon   fee   to   the   Waste   to   Biofuels   and   Chemicals   Facility   for   the   conversion   of   feedstock   into   

alcohol   fuels.   The   fee   includes   a   tipping   fee   for   the   delivery   of   acceptable   feedstock   to   the   

facility.    In   2021   the   Waste   to   Biofuels   and   Chemicals   Facility   required   less   feedstock   from   the   

RDF   due   to   an   unplanned   shutdown.   It   is   anticipated   that   more   feedstock   will   be   required   in   

2022   resulting   in   higher   contract   costs   than   in   2021   and   similar   contract   costs   to   those   incurred   

in   prior   years.   

  

Line   5   -   Haul   and   Landfill   Operations   

Hauling   and   Landfill   Operations   represents   the   contract   fees   for   all   of   Waste   Services   Utility   

operations.   The   increase   from   the   2021   forecast   is   related   to   yearly   escalating   contract   costs.   

  

Line   6   -   Customer   Billing   Services   

Waste   Services   has   a   contract   with   EPCOR   for   the   provision   of   customer   billing   and   collection   

services.   EPCOR   replaced   its   billing   system   with   a   modern   cloud   based   system   in   2020,   and   the   

new   system   is   expected   to   provide   a   more   streamlined   billing   service.    A   new   contract   takes   

effect   in   2022.   

  

Line   7   -   Other   

The   increase   in   Other   contract   costs   from   the   2021   forecast   is   primarily   related   to   additional   

operating   costs   for   the   Waste   Characterization   Study,   Household   Hazardous   Waste   disposal,   

general   maintenance   of   the   Compost   S’Cool,   education   and   outreach   and   implementation   of  

the   digital   strategy.   Contract   costs   related   to   Community   Relations   and   Program   Management,   

Engineering   Analysis,    Administrative   Services,   and   other   facilities   such   as   Edmonton   Waste   

Services   Centre   Operations,   Advanced   Energy   Research   Facility,   Research   &   Development   and   

Environmental   are   also   included   under   Other.     
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9.4    FLEET   SERVICES       
 
(in   thousands   of   dollars)   

  

  
As   Fleet   Services   recovers   100   per   cent   of   branch   costs,   a   portion   of   indirect   branch   overhead   is   

charged   to   Waste   Services.   The   indirect   overhead   is   allocated   through   work   order   fees,   vendor   work   

charges   and   fuel   surcharges.   The   remaining   overhead   costs   are   recovered   through   shop   rates   on   

shop   labour   hours.   Indirect   overhead   includes   branch   administration,   training,   engineering,   

procurement,   safety,   client   relations   and   facility   and   equipment   maintenance.   Estimates   for   Fuel   and   

Direct   Charges   &   Repairs   are   estimated   by   Fleet   Services   in   consultation   with   Waste   Services   and   

ali gned   with   Fleet   Services   four-year   operating   budget.   

  

Funding   for   Waste   Services   vehicle   and   equipment   replacements   are   incorporated   into   the   Waste   

Services   capital   program   instead   of   the   Fleet   Services   Reserve.   As   older   equipment   purchased   by   

Fleet   Services   gets   replaced,   the   remaining   reserve   contribution   will   be   exhausted.     

  

In   2021,   higher   summer   temperatures   and   lower   amounts   of   rainfall   reduced    the   overall   volume   of   

grass   clippings   and   seasonal   yard   waste   generated   in   Edmonton.   Lower   amounts   of   grass   clippings   

and   yard   waste   corresponded   to   fewer   amounts   of   waste   to   collect,   process,   or   transfer;   resulting   in   

lower   fuel   consumption.   The   increase   in   fuel   from   the   2021   Forecast   reflects   an   anticipated   increase   

in   fuel   requirements   to   previously   estimated   levels   to   support   an   increased   volume   of   seasonal   yard   

waste   pickup   in   2022.     

  

The   increase   in   Direct   Charge   &   Repairs   from   2021   Forecast   reflects   anticipated   increased   inspection   

requirements   for   automated   arm   maintenance   related   to   the   Edmonton   Cart   Rollout.      
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9.5    SHARED   SERVICES      
 
(in   thousands   of   dollars)   

  
  

The   City   of   Edmonton   employs   a   Shared   Services   model   whereby   support   services   required   for   the   

operations   of   all   City   businesses   are   provided   through   centralized   areas   of   expertise.   This   approach   

takes   advantage   of   efficiencies   gained   through   economies   of   scale   and   opportunities   to   provide   

more   robust   systems   and   services   (e.g.   technology   related   services).   The   Waste   Services   Utility   Fiscal   

Policy   C558B   requires   that   the   utility   operate   under   a   full   cost   approach   requiring   the   utility   to   pay   

for   its   portion   of   shared   services.   

  

In   the   2020   Rate   Filing,   the   Utility   committed   to   initiating   a   benchmarking   study   to   validate   the   

reasonableness   of   shared   service   costs   allocated   to   the   Utility.   The   Utility   engaged   a   third-party   

consultant   to   conduct   this   benchmarking   study   during   2021.   The   study   compared   shared   services   

costs   charged   to   similar   sized   Utilities   by   municipalities   that   participated   in   the   benchmarking   study.   

Overall,   the   study   concluded   that   the   shared   services   costs   allocated   to   the   City   of   Edmonton   Waste   

Services   Utility   was   reasonable   and   within   acceptable   range,   please   see   Appendix   C   -   Affiliate   

Transactions   Benchmarking   Study.     

  

The   increase   from   the   2021   forecast   primarily   reflects   increased   lease   costs   for   the   Coronation   Eco   

Station.      
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9.6    INTRA-MUNICIPAL   SERVICES      
 
(in   thousands   of   dollars)   

  
  

Intra-Municipal   Services   are   charges   for   on-demand   services   provided   through   other   City   of   

Edmonton   programs   which   are   not   incorporated   in   shared   services   charges.   These   are   direct   

charges   for   services   such   as   dedicated   support   for   communication   and   engagement   initiatives,   on   

demand   building   repairs   and   maintenance,   posting   of   vacant   positions   to   job   sites   and   security   

services   for   special   events.     

  

Line   3   -   Law   

The   increase   in   direct   charges   from   the   2021   Forecast   is   related   to   an   increase   in   legal   support   in   

2022.   

  

Line   7   -   Other   

The   increase   in   Other   costs   from   the   2021   forecast   is   primarily   related   to   Aggregates   crushing.   

Increase   in   Aggregates   costs   are   fully   offset   by   higher   Aggregates   revenues   reported   on   line   7   

Other   Program   Revenues   under   Schedule   11.1.      
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9.7    UTILITIES      
 
(in   thousands   of   dollars) 

  

  

  

Power,   natural   gas   and   water   estimates   are   provided   by   Urban   Planning   and   Economy,   Economic   

and   Environmental   Sustainability.   Estimates   are   based   on   historical   consumption   and   future   

forecasted   rates   for   current   service   levels.   Service   level   changes   are   applied   to   the   estimates   to   

determine   the   budget   numbers   for   each   utility.   

  

Line   1   -   Power   

  

  

  

    

  
  



  
  

39          City   of   Edmonton                                  City   Operations,   Waste   Services                                                2022   Rate   Filing   

  
9.8    INTRA-MUNICIPAL   RECOVERIES      
 
(in   thousands   of   dollars)   

  

  

Intra-Municipal   Recoveries   are   billings   to   other   areas   within   the   City   of   Edmonton   for   services   

provided   by   the   Waste   Services   Utility.   These   recoveries   include   direct   charges   such   as   litter   

collection   charged   to   Capital   City   Clean-Up   and   charges   to   other   City   of   Edmonton   areas   for   disposal   

of   waste   at   the   Edmonton   Waste   Management   Centre   and   for   the   purchase   of   Aggregates.   

  

Line   2   -   Landfill   Disposal   Fees   

The   change   in   landfill   disposal   fees   from   the   2021   forecast   is   related   to   cost   recoveries   from   the   

Commercial   Collection   program.   In   2022   Waste   Services   will   collect   commercial   waste   from   City   of   

Edmonton   owned   facilities.   In   the   past,   Commercial   Collection   revenues   were   listed   under   table   

11.1   Non-Rate   Revenues,   however,   with   the   full   wind-down   of   this   business   line   in   2021   no   

external   revenues   are   anticipated   going   forward   and   as   a   result   cost   recoveries   for   services   

provided   to   City   owned   facilities   have   been   reclassified   and   listed   here   starting   in   2022.     

  

Line   3   -   Charges   to   Capital   &   Other   

The   change   in   charges   to   capital   and   other   from   the   2021   forecast   is   related   to   increased   

recoveries   from   internal   sales   of   Aggregates   and   an   increase   in   capital   recoveries.    Internal   

Aggregates   recoveries   are   anticipated   to   be   higher   to   offset   the   increase   in   costs   related   to   the   

program.   As   in-house   engineers   work   on   capital   projects,   a   portion   of   their   time   is   capitalized   to   

the   project(s)   instead   of   being   charged   to   operating   expenses.     
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10.    AMORTIZATION   &   INTEREST   EXPENSE      
 
(in   thousands   of   dollars)   

  

  

Amortization   expense   represents   the   amount   of   asset   life   used   during   a   given   operating   period.   The   

rate   of   amortization   is   dependent   upon   the   asset   class,   each   with   a   predetermined   estimated   useful   

life   based   upon   historical   experience.   Waste   Services   Utility's   assets   are   divided   into   47   different   

classes   with   useful   lives   varying   between   three   years   and   extending   up   to   60   years.   Amortization   

expense   is   calculated   using   the   straight-line   method   which   incurs   half   year   expenses   in   the   first   and   

last   year   of   the   asset’s   life.     

 

Interest   expense   includes   both   interest   for   Government   of   Alberta   (GOA)   (formerly   the   Alberta   

Capital   Financing   Authority)   debentures   related   to   capital   projects,   as   well   as   interest   on   short-term   
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loans   from   the   City   of   Edmonton,   which   has   ended   in   2020   as   outlined   in   Schedule   10.1.   Projected   

rates   are   provided   by   the   City   of   Edmonton’s   Corporate   Accounting   and   Reporting   and   are   based   on   

recent   GOA   rates   and   economic   conditions   (see   section   3.0   Methodology   and   Key   Assumptions).  

  

Line   1   -   Amortization   of   Non-Contributed   Assets     

The   annual   increases   in   amortization   results   from   the   commissioning   of   assets   into   service   related   

to   the   Source   Separated   Organics   Program,   Refuse   Derived   Fuel   Enhancements,   Materials   

Recovery   Facility   (MRF)   renewal,   site   infrastructure   and   facilities   projects,   and   vehicle   and   

equipment   purchases.   The   majority   of   existing   assets   will   not   reach   the   end   of   their   useful   life   for   

several   more   years.   

  

Line   2   -   Amortization   of   Contributed   Assets     

Amortization   of   Contributed   Assets   represents   the   amount   of   benefit   from   assets   which   were   

received   or   funded   by   third   parties.   The   amortization   from   contributed   assets   decreases   the   

amount   of   total   amortization   expense   for   the   Waste   Services   Utility.   This   amortization   represents   

benefits   received   from   the   Advanced   Energy   Research   Facility   (AERF)   and   upcoming   commissioning   

of   projects   related   to   the   Alberta   Clean   Energy   Technology   Accelerator,   both   partially   funded   by   

Alberta   Innovates,   and   a   large   portion   of   the   Edmonton   Waste   Management   Centre   Site   440   

construction   funded   by   an   external   third   party.   The   amortization   reflects   a   gradual   decrease   until   

2024   as   assets   from   the   AERF   reach   the   end   of   their   useful   lives.   

  

Lines   5   and   8   -   Short-Term   Interest   and   Short-Term   Debt   Principal   Repayments   

Refer   to   Schedule   10.1   for   additional   details.   
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10.1    SHORT-TERM   LOAN   FROM   THE   CITY   OF   EDMONTON     
 
(in   thousands   of   dollars)   

  

  
  

Line   1   -   Loan   to   Cover   Non-Regulated   Program   Losses   and   Maintain   Cash   Flow   

To   address   non-regulated   program   losses   and   achieve   target   cash   balances,   the   Waste   Services   

Utility   was   given   authorization   to   draw   on   a   notional   short-term   loan   from   the   City   of   Edmonton   

from   2015   to   2019.   This   ensured   that   non-regulated   program   losses   were   covered   by   the   loan   as   

opposed   to   regulated   revenues   and   assisted   in   reducing   non-regulated   rate   increases.   Principal   

and   interest   (1.5%)   was   paid   annually   from   the   first   draw   in   2015.   Interest   payments   were   

reflected   entirely   within   non-regulated   program   expenses.     

  

As   of   December   31,   2020,   the   outstanding   notional   short-term   loan   balance   was   $7.6   million   

which   provided   financing   for   the   cumulative   losses   generated   by   the   non-regulated   lines   of   

business.   On   July   5,   2021,   City   Council   approved   the   full   notional   loan   forgiveness   for   the   

non-regulated   loan   repayment,   as   outlined   in   the   City   Operations   report   CO00582.   
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10.2    DEFERRAL   ACCOUNT   BALANCES      
 
(in   thousands   of   dollars)   

  
  

*In   the   2019   Rate   Filing,   an   estimated   provision   of   $1.5   million   was   included   for   demolition   cost   in   the   approved   deferral   

account   balance   of   $15.7   million   (on   line   2).   The   required   deferral   account   addition   for   deconstruction   cost   (on   line   4)   has  

therefore   been   reduced   by   $1.5   million   for   calculating   rates   from   the   current   deconstruction   cost   estimate   of   $12   million.     

  

The   Waste   Services   deferral   account   is   a   rate   regulated   accounting   mechanism   which   allows   the   

Utility   to   minimize   rate   volatility   for   ratepayers,   by   recovering   approved   cost   from   ratepayers   over   a   

period   of   time   compared   to   when   the   costs   are   actually   incurred.   This   results   in   the   Utility   recording   a   

regulatory   asset   for   the   deferral   account   balances,   which   is   amortized   over   a   reasonable   time   period   

to   allow   the   Utility   to   recover   costs   from   ratepayers   while   ensuring   rate   stability.   For   Waste   Services,   

the   deferral   account   balances   are   primarily   related   to   asset   write   down   cost   and   demolition   cost   

resulting   from   the   structural   failure   of   the   Edmonton   Composting   Facility   (ECF)   which   was   approved   to   

be   deferred   and   recovered   from   ratepayers.   

  

For   the   2022   rate   filing,   there   are   no   new   additions   to   the   previously   approved   deferral   account   

balances.   
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Lines   2   -   5:   Impairment   of   Edmonton   Composting   Facility   (ECF)   &   Deconstruction   Cost   

  

Line   2    -   During   2017,   structural   issues   associated   with   the   Aeration   Hall   roof   were   identified   

resulting   in   an   initial   financial   impairment   of   $15.7   million.   Waste   Services   received   approval   to   

create   a   deferral   account   for   this   impairment   through   its   2019   Rate   Filing   and   recover   it   over   a   

period   of   12   years   to   minimize   impact   to   ratepayers.     

 

Lines   3   and   4    -   In   spring   2019,   it   was   concluded   that   the   facility   was   no   longer   safe   to   continue   

operating   and   to   begin   the   shut   down   process   to   permanently   decommission   the   facility.   This   

decision   was   based   on   a   structural   scan   and   in   collaboration   with   external   structural   engineers.   

As   a   result,   there   was   an   additional   impairment   related   to   unsalvageable   equipment   of   $5   million.   

In   addition,   the   facility   deconstruction   cost   was   estimated   at   $12   million   (of   which   $1.5   million   

was   previously   accounted   for).   Waste   Services   received   approval   to   incorporate   the   2019   

impairment   and   remaining   deconstruction   cost   as   additions   to   the   previously   approved   deferral   

account   balances   through   its   2020   rate   filing.   These   costs   are   recovered   over   a   period   of   8   years   

to   minimize   impact   to   ratepayers.   

  

Line   5    -   The   initial   impairment   of   ECF   equipment   recorded   in   2019   excluded   $3.3   million   worth   of   

equipment   that   was   expected   to   be   salvaged   and   repurposed   for   interim   organics   processing.  

During   the   course   of   deconstruction   it   became   clear   that   the   option   to   salvage   the   equipment   

was   cost   prohibitive   and   increasingly   challenging   to   achieve   the   desired   outcome.   An   impairment   

of   $3.3   million   was   recorded   at   the   end   of   2020   related   to   these   equipment   and   was   

subsequently   approved   as   additions   to   the   previously   approved   deferral   account   balances   

through   the   2021   rate   filing   to   minimize   impact   to   ratepayers.   

  

Lines   8   -   11:   Amortization   of   Regulatory   Asset   

The   amortization   of   the   regulatory   asset   represents   the   annual   amount   of   the   deferral   balance   

recovered   through   Utility   rates.   The   amortization   period   used   for   the   regulatory   asset   closely   

matches   the   remaining   useful   life   of   the   original   asset,   and   in   the   case   of   decommissioning   costs   

a   reasonable   time   period   was   selected   that   minimizes   rate   impact   while   balancing   

inter-generational   equity.   The   Utility   will   monitor   its   deferral   account   balances   for   appropriate   

additions   or   adjustments   to   the   amortization   periods   when   justified.   

  

   
  
  



  
  

45          City   of   Edmonton                                  City   Operations,   Waste   Services                                                2022   Rate   Filing   

  
11.    REVENUE   REQUIREMENT      
 
(in   thousands   of   dollars) 

  

  

Waste   Services   Utility   Fiscal   Policy   C558B   was   adopted   by   City   Council   on   December   9,   2020.   As   per   

this   policy,   "at   a   minimum,   the   projected   total   revenue   generated   will   be   equal   to   the   projected   

expenses   for   the   year.   The   Utility   is   to   generate   positive   net   income   and   sufficient   cash   flow   to   cover  

current   year   expenses,   working   capital   requirements,   and   to   facilitate   the   funding   for   renewal   and   

replacement   of   its   capital   assets."   Costs   associated   with   contributed   capital,   such   as   amortization,   

are   excluded   as   these   are   not   eligible   to   be   funded   through   regulated   utility   rates.     
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11.1    NON-RATE   REVENUE      
 
(in   thousands   of   dollars)   

  
  
Line   1   -   Tip   Fees   Revenue   

Tip   Fee   Revenues   are   generated   from   private   haulers   disposing   of   waste   materials   at   the   EWMC.      

  

Line   2   -   Construction   and   Demolition   (C&D)   Waste   Revenue   

Processing   of   C&D   waste   and   operations   of   the   C&D   facility   is   provided   by   a   third-party   based   on   

the   strategic   direction   to   exit   the   C&D   non-regulated   business   line.   The   revenues   forecasted   for   

C&D   relate   to   royalties   received   from   the   third-party   operating   the   facility.   

  

Line   3   -   Materials   Recovery   Facility   Revenue  

Materials   Recovery   Facility   (MRF)   revenue   from   the   sale   of   recyclable   materials   are   highly   

influenced   by   both   the   commodities   market   and   the   US   exchange   rate.   MRF   revenues   are   

anticipated   to   be   lower   in   2022   for   a   period   of   time   when   planned   upgrades   to   improve   

processing   efficiencies   are   made   to   the   facility.   

  

Line   4   -   Commercial   Collection   Revenue   

Commercial   Collection   is   anticipated   to   be   fully   wound   down   in   2021   based   on   the   strategic   

direction   to   exit   this   business   line.    Waste   Services   will   continue   to   provide   waste   collection   

services   to   City   of   Edmonton   owned   facilities.   The   internal   cost   recovery   for   providing   this   

service   is   listed   under   table   9.8   Intra-Municipal   Recoveries.   
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Line   5   -   Eco   Stations   Revenue   

Continued   growth   in   Eco   Station   usage   results   in   an   anticipated   revenue   increase   in   2022   and   

beyond.   

  

Line   6   -   Other   Program   Revenue   

Other   Program   Revenue   includes   revenues   generated   from   third   parties   operating   at   the   

Edmonton   Waste   Management   Centre   based   on   agreements,   which   includes   sharing   of   third   

party   sales   revenues.   Also   included   in   this   category   are   revenues   generated   from   environmental   

initiatives   such   as   Aggregates   crushing.    The   increase   from   the   2021   forecast   is   related   to   third   

party   rental   revenue   from   the   AERF.   

  

Line   7   -   Investment   Earnings   

Investment   earnings   include   short-term   interest   payments   received   on   existing   cash   balances.   

Interest   earned   is   expected   to   decline   in   the   coming   years   due   to   the   current   economic   

environment   with   lower   interest   rates   and   as   the   amount   of   restricted   cash   held   for   the   Landfill   

Post   Closure   Liability   and   the   Bremner   Lagoon   Liability   are   reduced.   There   is   a   small   increase   

over   the   2021   Forecast   as   interest   rates   are   expected   to   be   slightly   higher   in   2022.   

  

Line   8   -   Grants   

2021   Grant   revenue   reflects   the   transfer   of   appropriated   funds   from   the   tax   supported   Financial   

Stabilization   Reserve   to   the   Utility   in   order   to   fully   write   off   the   notional   non-regulated   loan   which   

was   approved   by   City   Council   on   July   05,   2021.   No   grant   revenue   is   forecasted   for   2022.   
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11.2    CALCULATION   OF   RATE   BASE      
 
(in   thousands   of   dollars)   
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11.3    RETURN   ON   RATE   BASE      
 
(in   thousands   of   dollars)   

  

  

Return   on   Rate   Base   is   the   net   income/(loss)   as   a   percentage   of   the   Mid-Year   Rate   Base.   The   positive   

return   on   rate   base   is   indicative   of   Waste   Services   Utility's   increased   focus   on   working   towards   

financial   sustainability   and   the   need   to   meet   Pay   As   You   Go   capital   requirements.   
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12.    CAPITAL   BUDGET   &   FORECAST   PLAN     
 
CAPITAL   PROJECT   SUMMARY      
As   part   of   the   25-year   Waste   Strategy   and   the   2022-2025   Business   Plan,   the   utility   has   placed   greater   

emphasis   on   delivering   strategic   program   changes   through   focused   prioritization   and   realignment   of   

its   capital   plan.   In   an   effort   of   continuous   improvement   and   response   to   audit   recommendations,   

significant   improvements   have   been   made   in   the   capital   program   over   the   past   few   years.   Aligned   

with   the   City’s   Project   Development   and   Delivery   Model   (PDDM),   a   comprehensive   branch   program   

and   project   management   process   was   developed   and   is   utilized   from   project   initiation,   justification   

(business   case   development),   prioritization,   budget   development   and   expenditure   tracking,   to   

project   delivery   and   close-out.   Emphasis   is   placed   on   ensuring   sustainability   and   growth   in   assets,   

and   to   meet   the   regulatory   requirements   through   proper   program   planning   and   delivery.   

In   the   current   budget   cycle,   a   total   of   $161.5   million   has   been   allocated   to   16   capital   profiles.   This   

includes   funding   for   the   significant,   multi-year,   critical   profiles   such   as   Source   Separated   Organics,   

Facility   and   Infrastructure   Construction   and   Upgrades   and   Vehicle   and   Equipment   Replacement.     

Moving   forward,   the   branch’s   capital   program   will   continue   to   follow   the   developed   best   practices   

that   appropriately   balance   growth,   process   efficiency   improvements,   rehabilitation   and   regulatory   

requirements.   An   asset   management   philosophy   focused   on   safety,   reliability   and   risk   management   

has   been   incorporated   into   future   capital   planning   by   implementing   a   percentage   of   asset   

replacement   value   into   the   capital   plan.   This   ensures   proactive   maintenance   and   repair   based   on   

asset   condition   assessment,   safety,   security   and   environmental   requirements.   
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(in   thousands   of   dollars)     

  
  

Note   1:   At   the   August   16,   2021   City   Council   meeting,   approval   was   granted   to   cancel   the   Organics   Processing   Facilities   

Delivery   Project   and   as   a   result,   the   $13.8   million   approved   budget   for   project   planning   and   approximately   $80   million   of   

unapproved   budget   for   delivery   within   Waste   Services   Project   Delivery   (IIS)   profile   have   been   released   and   removed   from   

Waste   Services’   capital   schedule.   This   adjustment   is   proposed   in   Attachment   3   of   CO00823   Waste   Services   2022   Rate   Filing   

Council   Report.     

  

Lines   1   &   2   -   Facilities   &   Infrastructure   Planning   and   Design   and   Project   Delivery   Composites   

These   composite   profiles   provide   capital   funding   for   planning   and   design   and   project   delivery,   which   

will   be   managed   internally   by   Waste   Services.   The   scope   of   the   Facilities   and   Infrastructure   profiles   

includes   the   capital   maintenance,   renewal   and   upgrade   of   existing   assets   due   to   new   or   increased   

waste   streams,   safety   concerns,   and   design   improvements   that   increase   the   efficiency   of   Waste   

Services’   operations.   This   also   includes   implementation   of   an   asset   management   program   to   deliver   

and   maintain   optimal   service   levels.   Projects   were   prioritized   using   a   branch-wide   process   that   
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identifies   and   ranks   projects   based   on   strategic   criteria   such   as   environmental   impact,   health   and   

safety,   and   alignment   to   strategy.   All   projects   managed   by   IIS   and   some   of   the   larger   projects   

managed   by   Waste   Services   will   follow   the   Project   Development   &   Delivery   Model   (PDDM)   process.   

  

Remaining   projects   anticipated   to   be   undertaken   in   this   budget   cycle   include,   but   are   not   limited   to:   

● Structural   upgrades   to   facilities   at   Kennedale   Eco   Station   

● Accessory   projects   to   the   Integrated   Processing   Transfer   Facility   to   enhance   process   

efficiencies   and   upgrade   safety   requirements   

● Anaerobic   Digestion   Facility   scrubber   project   to   optimize   processing   conditions   

● EWMC   building   infrastructure   renewals   such   as   roofing   reconstruction   and   communication   

upgrades   

● EWMC   site   fire   protection   upgrades   to   address   risk   identified   by   a   third-party   consultant   

  

Lines   3   &   4   -   Waste   Services   Planning   and   Design   and   Project   Delivery   Composite   (IIS   Managed)   

These   composite   profiles   provide   capital   funding   for   planning   and   design   and   for   project   delivery   for   

projects   managed   by   Integrated   Infrastructure   Services   (IIS).   The   profiles   provide   a   budget   to   

support   concept   level   planning   for   major   capital   initiatives   in   accordance   with   the   City’s   Project   

Development   &   Delivery   Model   (PDDM).   Projects   have   been   identified   and   prioritized   based   on   

strategic   criteria   such   as   environmental   impact,   health   and   safety   and   alignment   with   branch   and   

corporate   goals.     

Remaining   projects   anticipated   to   be   undertaken   in   this   budget   cycle   include,   but   are   not   limited   to,   

the   following:   

● Post   commissioning   upgrades   to   the   Anaerobic   Digestion   Facility   to   enhance   safety   

and   efficiency,   such   as   processes   to   further   reduce   pathogens   and   screening   and   

mixing.   

● EWMC   site   security   and   fire   protection   upgrades   to   improve   safety   and   security   

standards   based   on   corporate   security   audit   recommendations.   

● Planning   and   design   of   a   Contaminated   Groundwater   Discharge   Pipeline   for   collecting   

groundwater   and   diverting   it   around   the   landfill   at   the   EWMC.     
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Line   9   -   Cure   Site   Land   Use   and   Development   

This   profile   was   carried   forward   from   the   2015-2018   budget   cycle   and   allows   for   the   

procurement   and   development   of   an   external   cure   site   for   composting   activities.   Due   to   capital   

planning   changes   in   organics   processing,   this   profile   is   not   anticipated   to   incur   further   costs.   

  

   Line   11   -   Alberta   Clean   Energy   Technology   Accelerator   (ACETA)   

The   profile,   formerly   titled   “Advanced   Energy   Research   Facility   (AERF)   Upgrade ”,    has   been   

updated   to   reflect   location   changes   of   the   project   and   a   proposed   increase   in   budget   to   include   

full   provincial   grant   funding   from   Alberta   Innovates   under   the   Climate   Change   Innovation   and   

Technology   Framework   (CCITF).   The   grant   will   be   used   to   upgrade   the   research   and   

development   equipment   and   infrastructure   at   the   EWMC.   This   work   has   been   established   and  

approved   under   a   separate   stand   alone   profile   to   facilitate   cost   and   grant   tracking.   Please   refer   

to   Appendix   B   for   original   and   revised   capital   profiles.   

  

   Line   12   -   Refuse   Derived   Facility   Enhancements   

This   profile   was   approved   in   May   2020   with   the   goal   of   building   an   alternative   load-out   system   

and   structure   to   enhance   the   reliability   of   the   RDF   facility,   and   provide   alternative   opportunities   

and   further   improve   waste   diversion.     

  

   Line   13   -   Materials   Recovery   Facility   (MRF)   Renewal   

This   stand   alone   profile   was   approved   by   Council   in   October   2020   and   supports   the   replacement   

of   various   process   equipment   and   building   components   that   will   extend   the   life,   improve   

efficiencies,   and   increase   the   capacity   of   the   MRF.   

  

Line   15   -   Landfill   Gas   to   Renewable   Natural   Gas   (RNG)   

This   stand   alone   profile   was   approved   by   Council   in   February   2021   and   includes   the   capital   

required   to   collect,   process   and   convert   landfill   gas   into   renewable   natural   gas   (RNG)   to   manage   

environmental   liabilities   associated   with   the   Clover   Bar   Landfill.   Grant   funding   from   Emissions   

Reduction   Alberta   and   partnership   funding   from   Capital   Power   will   finance   the   majority   of   this   

initiative.   

  

Lines   17   and   18   -   Waste   Containers   and   Waste   Services   Equipment   Acquisition   

These   composite   profiles   provide   capital   funding   for   Waste   Containers   and   Mobile   Equipment.   

The   objective   of   these   profiles   is   to   replace   existing   assets   at   the   end   of   their   useful   lives   and   
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provide   funding   for   growth   assets   to   support   the   current   market   conditions   and   the   changing   

needs   of   Waste   Services   customers.   This   entails   the   purchase   of   steel   bins   and   litter   baskets   as   

well   as   carts   required   to   support   the   initial   rollout   of   the   residential   Source   Separated   Organics   

(SSO)   Program   in   2021.   The   equipment   acquisition   profile   supports   the   purchase   and   capital   

refurbishment   of   Collections   and   Sustainable   Waste   Processing   equipment   such   as   waste   

collection   vehicles,   highway   tractors   and   trailers,   and   compost   turners.   Resulting   from   detailed   

reviews   of   equipment   replacement   needs   and   delivery   lead   times,   reductions   to   the   capital   

profiles   have   been   reflected   in   the   current   budget   cycle.   

  

Line   20   -   Source   Separated   Organics   Program   

This   profile   was   approved   by   Council   in   September   2019   and   supports   major   changes   to   the   

current   waste   collection   program   and   the   way   single   unit   residents   set   out   their   waste   for   

collection.   The   capital   procurement   includes   household   carts   and   associated   accessories,   

automated   collection   and   crew   maintenance   vehicles   and   processing   equipment   for   the   citywide   

program   rollout.   Due   to   COVID-19,   the   implementation   of   this   program   was   delayed   until   2021.   

Reductions   to   the   capital   profile   have   been   reflected   to   remove   budget   for   costs   considered   to   

be   operating   and   for   anticipated   savings   related   to   cart   and   facility   requirements.   
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12.1    CAPITAL   PROJECT   FINANCING   SUMMARY      
 
(in   thousands   of   dollars)   

  
  

Line   1   -   Self   Liquidating   Debentures     

Self   Liquidating   Debentures   are   coordinated   through   the   City   of   Edmonton   and   drawn   from   the   

Government   of   Alberta   (formerly   the   Alberta   Capital   Financing   Authority)   in   accordance   with   the  

City   of   Edmonton’s   Debt   Management   Fiscal   Policy   C203C.   The   cost   of   debt   varies   according   to   

economic   conditions   and   length   of   term   (see   Section   3.0).   Details   on   debt   servicing   costs   are   

provided   in   Schedule   10.0.   

  

Line   2   -   Pay   As   You   Go   Requirement   

With   the   approval   of   Waste   Services   Utility   Fiscal   Policy   C558B   on   December   9,   2020,   Pay   As   You   

Go   (PAYG)   requirements   continue   to   be   incorporated   into   the   Financial   Indicators   calculation   for   

Positive   Cash   Position   as   illustrated   in   Section   7.0   Financial   Indicators.   This   term   is   used   to   

identify   the   portion   of   a   given   capital   project   which   is   funded   by   cash   (equity).   The   Pay   As   You   Go   

Requirement   for   the   succeeding   year   is   used   in   calculating   a   given   year's   target   cash   position.   

  

Line   3   -   Existing   Cash   

Existing   cash   balances   are   used   to   fund   capital   expenditures   when   feasible   after   taking   into   

account   target   cash   position   requirements   and   cash   requirements   to   meet   post-closure   liability   

requirements.   Utilizing   existing   cash   helps   the   Utility   to   reduce   PAYG   and   debt   requirements,   

thereby   allowing   the   Utility   to   maintain   stable,   consistent   rate   increases   while   managing   the   

Utility’s   Debt   Service   Coverage   Ratio.   
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Line   4   -   Provincial   Grants   &   Partnership   

Provincial   grant   funding   for   equipment   and   infrastructure   upgrades   for   the   Alberta   Clean   Energy   

Technology   Accelerator   (ACETA)   is   provided   by   Alberta   Innovates   in   the   amount   of   approximately   

$2.1   million.   A   significant   portion   of   the   landfill   gas   to   renewable   natural   gas   project   is   funded   by   

a   $10   million   grant   from   Emissions   Reduction   Alberta   and   $4   million   of   partnership   funding   from   

Capital   Power.   
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13.    SEGMENTED   REPORTING   -   PROGRAM   REVENUES   &   EXPENSES   
 
(in   thousands   of   dollars)   
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Note:    Program   and   Rate   Revenues   sufficient   to   achieve   a   net   income   of   zero   are   transferred   from     
Collection   Services   to   Sustainable   Waste   Processing.   The   net   income   for   Waste   Services   is   therefore   wholly     
contained   within   Sustainable   Waste   Processing.   
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13.1    REVENUES   &   EXPENSES   BY   REGULATED   AND   NON-REGULATED   PROGRAM      
 
(in   thousands   of   dollars)   
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To   address   non-regulated   program   losses   and   achieve   target   cash   balances,   the   Waste   Services   Utility   was   
given   authorization   to   draw   on   a   notional   short-term   loan   from   the   City   of   Edmonton   from   2015   to   2019.   
This   ensured   that   non-regulated   program   losses   were   covered   by   the   loan   as   opposed   to   regulated   
revenues   and   assisted   in   reducing   non-regulated   rate   increases.   On   July   5,   2021,   City   Council   approved   the   
full   notional   loan   forgiveness   for   the   non-regulated   loan   repayment,   as   outlined   in   the   City   Operations   
report   CO00582.   2021   Grant   revenue   reflects   the   transfer   of   appropriated   funds   from   the   tax   supported   
Financial   Stabilization   Reserve   to   the   Utility   in   order   to   fully   write   off   the   notional   non-regulated   loan.     
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13.2    REGULATED   ACTIVITIES   EXPENSE   CHANGES      
 
(in   thousands   of   dollars)   

  
  

Line   1   -   Personnel   

Inflation   reflects   the   merit   and   benefit   increases   for   current   positions   and   consumption   reflects   

the   expected   return   of   seasonal   and   permanent   positions   to   pre-Covid   levels   to   support   the   

implementation   of   the   diversion   targets   and   due   to   the   additional   requirements   for   seasonal   

yard   waste   collection.   

  

Line   2   -   Materials   Goods   &   Supplies   

Decrease   reflects   the   reduction   in   material   requirements   for   cart   maintenance   costs   related   to   

the   Source   Separated   Organics   Program.   

  

Line   3   -   External   Services   

Increase   in   the   number   of   customers   represents   the   additional   costs   to   provide   service   to   a   

larger   customer   base.   Consumption   is   related   to   higher   volume   of   feedstock   requested   from   the   

Refuse   Derived   Fuel   facility,   increase   in   hauling   requirements   to   process   organics   using   regional   

partners   and   increased   volumes   at   the   Eco   Stations.    Other   contract   costs   include   customer   

billing,   Community   Relations   and   Program   Management,   Administrative   Services,   and   other   

facilities   such   as   Eco   Stations,   Edmonton   Waste   Services   Centre   Operations,   Advanced   Energy   

Research   Facility,   Research   &   Development   and   Environmental.     
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Line   4   -   Fleet   Services   

Consumption   costs   reflect   an   increase   in   fuel   requirements   to   support   the   increased   volume   of   

seasonal   yard   waste   pickup   in   2022.   This   was   lower   in   2021   due   to   the   higher   summer   

temperature   and   reduced   rainfall.   Also,   there   will   be   a   higher   number   of   inspection   

requirements   for   maintenance   of   the   arms   on   the   automated   collection   vehicles   related   to   the   

Edmonton   Cart   Rollout.   

  

Line   5   -   Shared   Services   

Consumption   represents   increased   lease   costs   for   the   Coronation   Eco   Station.     

  

Line   6   -   Intra-municipal   Services   

Consumption   represents   additional   legal   requirements   required   in   2022.   

  

Line   7   -   Utilities   &   Other   Expenses   

Consumption   represents   the   increases   to   power   primarily   associated   with   the   EWMC   facilities   

such   as   the   Integrated   Process   Transfer   Facility,   EWMC   Site   Operations   and   the   Anaerobic   

Digestion   Facility.      

New   activities   and   activities   no   longer   required   are   identified   in   note   1   &   2   below.   

  

Line   8   -   Intra-municipal   Recoveries   

Consumption   costs   reflect   an   increase   in   capital   recoveries   in   2022.   

  

Note   1:     New   activities   represent   the   increase   in   landfill   liability   provision   included   in   2022   to   fully   

fund   the   liability   over   the   post-closure   period.   Collecting   the   required   sum   over   the   full   term   of   the   

post-closure   period   will   minimize   the   impact   to   ratepayers   and   allow   the   Utility   to   maintain   stable,   

consistent   rate   increases.   

  

Note   2:     Activities   no   longer   required   represent   a   one-time   non-cash   adjustment   in   2021   to   write-off   

incurred   project   costs   related   to   the   cancellation   of   the   Organics   Processing   Facilities   (OPF)   capital   

project.         
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14.    HISTORICAL   TRENDS     
 
(in   thousands   of   dollars)   

 

  

  
  
  
  

  
  

Includes   the   reclassification   of   7,233   customers   from   Multi-unit   to   Single   Unit   in   2020   and   12,572   in   2021.   Refer   
to   Sec   3.0   for   additional   information.   
 

  

All   Customer   Counts   shown   represent   December   31   balances.   For   budget   and   forecast   purposes   the   

utility   rates   are   calculated   using   a   phased-in   increase   to   Customer   Counts   over   a   given   year   to   ensure   

representation   of   consistent   growth.   As   a   result,   mid-year   customer   counts   are   used   in   these   

calculations.   
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APPENDIX   A:   OPERATING   BUSINESS   CASES   

  

There   are   no   Waste   Services   Operating   Business   Cases   for   the   2022   Rate   Filing.   
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APPENDIX   B:   SUPPLEMENTAL   CAPITAL   BUDGET   ADJUSTMENTS   &   CAPITAL   
PROFILES     

  

The   following   capital   profile   provides   additional   information   for   budget   adjustments   related   to   the   

initiative   noted   under   Schedule   12.0   Capital   Budget   and   Forecast   Plan:   

  

● Alberta   Clean   Energy   Technology   Accelerator   (ACETA)   

This   is   a   previously   approved   profile,   however   it   is   pending   a   budget   adjustment   for     

additional   grant   funding   along   with   title   and   profile   wording   changes   as   requested   in   Council     

Report   CO00823   Attachment   3.   The   original   profile   titled   “Advanced   Energy   Research   Facility     

(AERF)   Upgrade”   is   also   attached   for   comparison   (page   69).   

  

  
  



  
  

66          City   of   Edmonton                                  City   Operations,   Waste   Services                                                2022   Rate   Filing   
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APPENDIX   C:   AFFILIATE   TRANSACTIONS   BENCHMARKING   STUDY      

  

In   March   2021,   Waste   Services   engaged   MNP   to   conduct   a   benchmarking   study   of   

municipally-owned   utilities   that   are   allocated   costs   for   receiving   corporate   or   centralized   services.   

The   scope   of   this   study   included   a   review   and   comparison   of   cost   allocations,   methodologies,   

policies,   and   procedures   with   the   intent   to   evaluate   if   the   Shared   Services   costs   allocated   to   Waste   

Services   at   the   City   of   Edmonton   are   on   par   with   comparable   municipalities.     

  

To   enable   reasonable   comparisons   between   municipalities,   the   six   most   common   service   

categories   that   are   provided   through   central   services   were   selected   including:    Information   

Technology,   Human   Resources,   Financial   Services,   Communications   Services,   Law   (Legal   Services),   

and   Procurement.   Overall,   the   study   concluded   that   the   shared   services   costs   allocated   to   the   City   of   

Edmonton   Waste   Services   Utility   was   reasonable   and   within   acceptable   range.   See   detailed   report   

below.     

  

Affiliate   Transactions   Benchmarking   Study     
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Executive Summary
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Why

The City of Edmonton (the “City”, “Edmonton”, or “CoE”) has been operating under a Shared 

Services model since 1997 to support the operations of City departments. The Waste Services 

Branch (“Waste Services” or “the Branch”) is undergoing a benchmarking study to validate the 

reasonableness and appropriateness of Shared Services costs allocated to Waste Services. 

The Branch recovers 100% of its costs, including Shared and Corporate Service Costs allocated to 

Waste Services, through Utility rates and fees, which means Utility ratepayers essentially pay all 

the Shared Services costs allocated to Waste Services. If Shared Services were to ever overcharge 

(or undercharge) the Branch for services provided, it would be shifting the costs onto Utility 

ratepayers that all taxpayers should have borne (or vice-versa). Therefore, it is vital to ensure that 

Shared Services’ charges to Waste Services accurately reflect the services provided and benefits 

received.

Executive Summary

“Utility ratepayers essentially 

pay all the Shared Services costs 

allocated to Waste Services.”
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What and How

In March 2021, the City engaged MNP to conduct a benchmarking study of municipally-owned 

Utilities that allocate Shared Services using a financial lens. The scope of this study included cost 

allocations, methodologies, policies, and procedures with the intent to evaluate if the Shared 

Services costs allocated to Waste Services at the City are on par with comparable municipalities. To 

enable reasonable comparisons between municipalities, we selected the six most common service 

categories that are provided through central services. Those services were: Information Technology, 

Human Resources, Financial Services, Communications Services, Law (Legal Services), and 

Procurement.

MNP conducted Primary Benchmarking with six Canadian municipalities to gather Utility-specific 

financial data and information. This Primary Benchmarking was conducted through a series of 

interviews and workbook exercises. In addition, MNP conducted Secondary Benchmarking, which 

included identifying common costing methods using four American municipalities and comparing 

city-wide Shared Services costs at six Canadian municipalities. With the data collected, MNP 

assessed the reasonableness of Shared Services cost allocation to Waste Services at CoE against 

the benchmarking participants in terms of the cost methods and cost as a percentage of Utility’s 

annual expenditure. If Waste Services’ cost allocation for a service was less than 20% above the 

average costs of the benchmarked utilities and cities for that service or lower, it was considered to 

be reasonable.

It should be noted that most of the quantitative financial information collected for this study is for 

participant internal use-only. That being the case, names of the primary benchmarking  

participants will remain anonymous throughout this report.

Executive Summary

“Are the Shared Services costs 

allocated to Waste Services at 

the City of Edmonton on par 

with its peers?”
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Challenges and Assumptions

This review was conducted under the general assumption that all the Utilities receive similar levels 

of services unless differences can be identified clearly. Although municipalities provide similar 

services in general and it is common for municipalities to allocate centralized support services to 

their internal business functions, the structures, scopes, and levels of these services often vary 

greatly from city to city. Without thorough operational and service level details, accurately 

comparing the service costs line-by-line can be challenging. However, our goal here was not to 

draw absolute conclusions on the precise value for money Waste Services is receiving for specific 

services. Instead, we focused on evaluating if a cost is “reasonable” and identifying outliers that 

may merit further review by the City. Specifically, we designed a 3-step Reasonableness Evaluation 

process (page 16) to evaluate the services’ cost allocations and rationales. 

Findings

Based on the Reasonableness Evaluation, the Shared Services cost methods and allocations to 

Waste Services at the City of Edmonton are largely on par with the benchmarking municipalities. 

Costs allocated to Waste Services for IT, HR, Financial Services, Communications, Law, and 

Procurement were reasonable for each of the years 2018 through 2020, on both assessment bases. 

MNP also notes that cost allocations at Waste Services and the comparator municipalities in this 

study are impacted by variations in the sub-service categories included within the municipalities’ 

service areas, differences in service levels provided, variances in utility operations, and other 

differences between comparators.

“The Shared Services cost 

methods and allocations to 

Waste Services at the City of 

Edmonton are largely on par 

with the benchmarking 

municipalities.”

Executive Summary

“The structures, scopes, and 

levels of Shared Services often 

vary greatly among 

municipalities.”
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Definitions

Municipalities have different definitions for Shared Services and 

Interdepartmental Services. In addition, there are always exceptions under 

each definition. The definitions used in this study are summarized below to 

suit the City of Edmonton’s context and to simplify the analyses. 

Shared Services

Ongoing pooled cost allocation 

• The total cost of the centralized service is distributed among 

departments. Typically the distribution is based off of cost drivers (for 

example, number of FTE’s).

Ongoing direct support

• FTE’s are assigned to a specific department. The FTE cost (salary and 

benefits) is accounted for within their assigned department’s budget.

Interdepartmental Services

On-demand direct support

• Ad-hoc services, billed at cost to the department that requests them.

Internal Support

• Services provided directly within department.

7
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In March 2021, the City of Edmonton’s Waste Services Branch engaged MNP LLP 
(“MNP”) to conduct a benchmarking study of the Shared Services costs allocated 
to Waste Services. This report describes MNP’s approach and methodology for 
this study, the study’s findings, and a summary of recommendations resulting 
from the study.

The City of Edmonton employs a Shared Services model whereby ongoing 
support services (e.g., Information Technology, Human Resources, 
Communications, Financial Services, etc.) required for the operations of all City 
businesses are provided through centralized areas of expertise – Financial & 
Corporate Services. This approach takes advantage of efficiencies gained through 
economies of scale and opportunities to provide more robust systems and 
services. The Waste Management Utility Fiscal Policy C558B requires that the 
Utility operate under a full cost approach thus requiring the Utility to pay for its 
portion of Shared Services. 

As part of the City’s 2019-2022 Operating Budget development, Shared Services 
providers performed a review of their costs and the shared service allocation 
model, resulting in several changes to the allocation of shared service costs from 
the service providers to the Utility, including Waste Services Branch. To validate 
the reasonableness of Shared Services costs allocated to the Utility, Waste 
Services Branch initiated a benchmarking study among other municipal-owned 
Utilities in 2019. This initiative was delayed due to the Covid-19 pandemic in 2020. 
In the spring of 2021, Waste Services kicked off this project and engaged MNP to 
conduct the benchmarking study. 

The focus of this benchmarking study was to compare the City of Edmonton’s 
Shared Services cost allocation and methods against other municipality-owned 
Utilities to assess the reasonableness of allocation. It should be noted that Waste 
Services receives certain services on both an on-going and on-demand basis. For 
on-demand services not incorporated in Shared Services, direct charges for 
services are billed to Waste Services. This study included Shared Services costs 
only. 

Corporate 

Allocation
Communications

Human 

Resources

Customer 

Information 

Services
Real Estate & 

Housing

Procurement

Financial 

Services
Safety

LawInformation 

Technology

Background
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Approach and Methodology Overview

11

This study was completed in five phases, as depicted 

in Exhibit 1.

A key component of this study was to gather 

sufficient cost allocation information from 

comparable Utilities to enable sound data analysis. 

After reviewing the City of Edmonton’s Shared 

Services costing methods and allocation, we 

recognized that this benchmarking would require 

large amounts of internal data, which may demand 

extensive research from benchmarking participants. 

This can be a challenge especially considering the 

project timeline coincided with the summer when 

staff often take vacations. 

Therefore, to ensure the study had sufficient 

comparable data, we designed two information 

streams for the benchmarking process: Primary 

Benchmarking and Secondary Benchmarking.

Detailed approach descriptions for phases 1 through 

4 are available between page 11 and 19. The 

approach for Phase 5 is not described in detail in this 

report; however, the resulting findings are captured 

in this report’s Findings Summary section.

CoE Shared 

Services Review

Primary Benchmarking

Benchmarking Data 

Analysis 

Secondary Benchmarking

1

5

4

2

3

Findings and Report 

Development

Review data and documents from CoE to establish 

understanding of background and data availability

Exhibit 1: Shared Services Benchmarking Review Overall Approach 

Review findings and draft benchmarking 

report

Categorize and normalize data from 

benchmarking participants and desktop 

research for cost allocation comparison

Conduct desktop research based on 

published reports about municipal 

Shared Services

Conduct interviews and gather data from 

benchmarking municipalities
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Methodology |CoE Shared Services Review 

12

The City adopted its Shared Services model in 1997. In the years since 

then, many of the corresponding policies and procedures which may have 

described the City’s cost allocation approaches and rationale are no 

longer available. The information provided comprised mainly financial 

documents with some quantitative cost drivers. The documents that MNP 

reviewed and relied upon for this study included:

• Waste Services Rate Filing (2020, 2021)

• Waste Services Utility Statements (2019, 2020)

• Shared Services Costing Summary (2019-2022)

• The City of Edmonton Approved Operating Budget (2019-2022)

• City of Edmonton Waste Services Fiscal Policy Benchmarking Final 

Report

• IT Device Information

To establish a baseline for service categories, Utility revenue sources, 

service governance, allocation processes, and costing data profiles, MNP 

conducted six interviews/meetings and numerous information exchanges 

with City staff from Finance and Business Strategy, Planning Performance 

at Waste Services. The baseline was later used to structure the approach 

and interview protocols to gather comparable information from 

benchmarking participants. 

The City of Edmonton’s Shared Services Review phase consisted of a detailed review of relevant background documents that 

the City provided to MNP, as well as interviews and correspondence with Waste Services and Financial Services personnel 

identified by the City. 
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Methodology |Primary Benchmarking

13

As shown in Exhibit 2, we implemented a 4-step method to conduct Primary 

Benchmarking research. 

Step 1: The City identified preferred participants based on the Utility size, geography, 

cost recovery model, service delivery and operating model. MNP contacted ten 

municipalities/districts and one utility company, out of which, four 

municipalities/districts participated in the study and provided information with varied 

levels of detail.

Step 2: MNP conducted four interviews and numerous information exchanges with 

four Canadian municipalities/districts inquiring about the cost allocation and costing 

method for Shared Services to understand the costing methods currently in place at 

comparator organizations. The Interview Guide is available in Appendix I. 

Step 3: Three participants provided Shared Services cost allocation data using a 

Service Profile Workbook, which is available in Appendix I. 

Step 4: Some supplemental data and information was provided by Primary 

Benchmarking participants through existing documents such as policies, guidelines, 

financial statements, and budgeting reports, to name a few.

Exhibit 3 summarizes the benchmarking participants and information provided at a 

high level. Utility D will not be included in the quantitative analyses due to lack of 

data. 

Benchmarking

Respondents

Interviewed 

at high-level

Interviewed Data Provided

Utility A

Utility B

Utility C

Utility D

Step 1: Benchmarking 

participants selection

Step 2: Benchmarking 

interview

Step 3: Service profile 

workbook

Step 4: Policy, guidance, 

budgeting review

Exhibit 3: Primary Benchmarking Participants

Note: Three of the participants were from Western Canada and one was from Eastern 

Canada.

Exhibit 2: Primary Benchmarking Steps

Most of the quantitative financial information is for participant internal 

use-only. Therefore, the primary benchmarking participants will remain 

anonymous in this report.
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The Secondary Benchmarking is 

from two data sources:

• Local Government Allocating 

Overhead Costs Audit provided 

municipality Shared Services 

common cost drivers

• Municipality Benchmarking 

Network provided cost allocations 

for Shared Services

Methodology |Secondary Benchmarking

Municipal Benchmarking Network (MBN):

Municipal Benchmarking Network Canada is a partnership between Canadian municipalities. The partner 

municipalities identify and collect consistent and comparable data on their municipal service areas and provide 

this data to MBN annually. MBN then compiles and analyzes those results and reports their findings publicly. 

Municipalities use this data to support Council decisions, set policy, inform reviews, evaluate programs, support 

budget recommendation, identify trends, and develop data dashboards. 

For this study, we selected the City of Calgary, City of Hamilton, City of Montreal, and City of Toronto as 

Secondary Benchmarking municipalities. It should be noted that the data from MBN is city-wide and not 

department-specific (i.e. it is not specific to a utility). The cost allocations from MBN were compared to the cost 

allocations to the City of Edmonton Waste Services in the Benchmarking Results section. 

Qualitative

Quantitative

Desktop research 

on municipal 

Shared Services 

cost allocations 

Desktop research 

on municipality 

Shared Services 

common cost 

drivers

Local Government Allocating Overhead Costs Audit:

Washington State conducted an audit on Washington’s cities and counties in 2011 to evaluate how municipalities 

allocate central Shared Services costs (i.e., described as “centrally provided services” in the report) to their Utilities 

and other programs. This audit reviewed the allocation methods and costs of eight cities. 

As this study was conducted a decade ago, the cost allocation may not accurately reflect their allocation amounts 

today. However, the cost drivers and allocation methods usually remain consistent within a municipality and can 

be used as references. 

For this study, we selected four relatively larger cities and looked in their cost drivers for allocating costs of 

centralized Shared Services, including IT, HR, Finance, Communication, Legal, and Procurement. The common cost 

drivers from this audit were compiled with cost drivers from the Primary Benchmarking participants and presented 

in the Benchmarking Results section.
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Service Selection

The benchmarking 

municipalities centralize 

multiple services to support 

their internal operations, and 

the service categories vary from 

municipality to municipality. To 

enable reasonable comparison 

between municipalities, we 

selected the six most common 

service categories that are 

provided through central 

services. Those services are:

• Information Technology

• Human Resources

• Financial Services

• Communications Services

• Law (Legal Services)

• Procurement

Methodology |Benchmarking Data Analysis

How are the costs allocated?

Cost drivers, governance, allocation process, etc.

How much does a service cost relative to 

the Utility’s total expenditure? 

Cost allocation as a percentage of total annual expenditure of 

Utilities

Does the cost align with the service 

received?

Cost allocation per service unit (e.g., FTE, number of invoices, 

expenditure, etc.) 

Are the cost and driver reasonable?

Conduct 3-step Reasonableness Evaluation to identify cost outliers

Services 
dollar 
value

Reasonableness 
Evaluation

Cost 
allocation 

percentage

Cost 
allocation 
approach

Through the benchmarking study, the City was seeking 

the answer to this question:

“Are the Shared Services costs allocated to Waste 

Services reasonable?”

Although there is no absolute definition of 

reasonableness for service costs, there are some 

common indicators. To allow the City to have a robust 

assessment of the reasonableness and appropriateness 

of Waste Services’ Shared Service cost allocations, we 

analyzed the data from the four perspectives shown in 

Exhibit 4.

Exhibit 4: Data Analysis Methods
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Is the cost at CoE less than 

+20% of the Average values 

of all Utilities and Cities?

Are there rationales 

supporting the deviation?
The cost seems reasonable

Classify cost as outliner and 

recommend further review

Yes

Yes

No

No

Start Evaluation

Cost from CoE and benchmarking 

municipalities

End Evaluation

To evaluate if a cost is “reasonable” and 

identify significant outliers that require 

further review by the City, MNP designed a 

3-step Reasonableness Evaluation process. 

When evaluating CoE costs against the 

Average values, the relatively small sample 

sizes limited the opportunity to conduct 

rigorous statistical analysis to identify 

outliers. As such, to test reasonableness for 

the purposes of this study, MNP defined the 

following ranges:

• Green: cost below 10% above the 

Average value calculated using data from all 

Utilities and Cities.

• Yellow: cost between 10% and 20% above 

the Average value

• Red: cost more than 20% above the 

Average value

MNP notes that the City should follow up 

on the items identified as outliers to 

understand what the underlying reasons for 

the differences are in detail.

Step 1 

Step 2 

Step 3

Exhibit 5: Cost 3-step Reasonableness Evaluation Process

16

Methodology |Benchmarking Data Analysis



MNP.caWherever business takes you MNP.caWherever business takes you 17

Data Sources Summary
In this study, MNP relied on three main data sources, as summarized on this page.

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook – by MNP

As stated on page 13, MNP interviewed four benchmarking Utilities, of which three provided quantitative data. 

These data are Utility-specific and compared from-service-to-service in the Benchmarking Results section. 

Data Source 2: Local Government Allocating Overhead Costs Audit – by Washington State

For each reviewed service, the common cost drivers reported in the Local Government Allocating Overhead Costs Audit together with cost drivers 

used by the Primary Benchmarking Participants were summarized to provide a qualitative overview of common cost allocation methods. 

Data Source 3: Municipal Benchmarking Network (MBN) – by Municipal Benchmarking Network Canada

Municipal Benchmarking Network's results are City-wide and were used to analyze the cost allocation quantitatively when data is available.

It is important to note that most of the 

quantitative financial information is for 

participant internal use-only. Therefore, 

the primary benchmarking participants 

will remain anonymous in this report. 

Data Analysis Component Data Sources

Common Cost Drivers 1, 2

Cost allocation as a percentage of total annual expenditure of Utilities 1, 3 (Note: Mostly 1, data source 3 includes this percentage for legal services, therefore is used for the analysis)

Services dollar value: Cost allocation for IT per FTE 1, 3

Note that the data from the above three sources were gathered individually without coordination. Therefore, the data and their structures are 

inconsistent between sources. In this study, the approach to choosing data sources was to include as many data points as possible based on data 

availability, which means that the number of data points may vary between services and between data analysis components. 

Exhibit 6 summarizes the data analysis components and their data sources.

Exhibit 6: Data Analysis Components Sources
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Limitations Description Limitation Mitigation and 

Assumptions

Varied Shared Services 

categories among 

municipalities

• The service categories delivered through Shared Services vary from municipality to municipality. • Selected six common 

services for benchmarking 

Inconsistent service 

sub-categories among 

municipalities

• This study focuses on six common services. Under each service type, multiple services are provided. 

Usually, these services are described by sub-service categories. However, these sub-service categories are 

largely inconsistent among municipalities, which makes it difficult to evaluate if the same services are 

being provided, or if they are being provided at comparable service levels, before comparing the service 

costs.

• There is a rare exception when sub-category differences are obvious and can be easily adjusted for more 

direct comparison. For example, payroll service is included under Financial Services at Utility B, while under 

Human Resources at the City of Edmonton. In this case, to make a more consistent and relevant 

comparison, we calculated the payroll service costs as part of the HR cost for Utility B.

• Assumed similar services 

are provided under each of 

the six services.

• Adjusted obvious sub-

service categories to keep 

the comparison consistent

Lack of information on 

level of service

• This study focuses on the financial lens. Therefore, financial data and cost drivers are the main data sources 

being provided and reviewed. By looking at the dollar amount of service costs, the City can gain a good 

sense of how the Utility compares to other municipalities. However, analyzing the cost from a financial angle 

only, without in-depth assessment of service levels, makes it difficult to draw conclusions on the 

reasonableness of the service costs.

• Assumed similar level of 

services are provided under 

each of the six services.

• Analyzed the cost using 

multiple indicators

Data availability • This study analyzed the service cost per service unit, which is an important indicator to evaluate value for 

money regardless of the cost drivers. To analyze the cost per service unit, the service unit data (e.g., service 

hours, procurement amount, number of invoices, etc.) are required. However, the availability of service unit 

data is a common challenge among all the municipalities due to the following key reasons:

• Data not being gathered 

• Data available, but requires extensive research to pull the required data

• Knowledge holders unavailable to participate

• Used FTEs as service unit 

when service unit data is 

not available

Review Limitations

18

To support this study, the City of Edmonton and the Primary Benchmarking participants provided invaluable data and information through participating 

interviews, supplying documents, and conducting internal research. This study, however, is subject to several limitations, which are summarized below. 

Exhibit 7: Review Limitation Summary
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Benchmarking Respondents Data Quality Score

City of Edmonton Medium

Utility A Low

Utility B Medium

Utility C Medium

Utility D Poor

Data Quality Rationale

Poor Include expenditure and service allocation as total without cost drivers –

not sufficient for service-specific comparison. 

Low Include expenditure and allocation per service without cost drivers – can 

conduct high-level service-specific comparison. 

Medium Include expenditure and allocation per service with cost drivers and some 

service units – can conduct detailed service-specific comparison. 

High Include expenditure and allocation per service with cost drivers, including 

all relevant service units (e.g., number of purchase orders, number of 

invoices, etc.) – can conduct detailed service-specific comparison and 

value for money analysis. 

Review Limitations (Continued)
Exhibit 8 and 9 below summarize the quality of data provided by the City of Edmonton and each benchmarking participant. 

Due to the limitation of data quality, Utility D will be included only in the Benchmarking Overview.

Exhibit 8: Benchmarking Respondents Exhibit 9: Data Quality Rationale
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Participants Utility Reviewed Costing Model Service Governance FTE (2020)

City of Edmonton Waste Services Pooled cost allocation + Direct support cost 

Centralized department+ 

individual departments 

providing service

524.1

Utility A Waste & Recycling Services Pooled cost allocation
Individual Business Units 

providing service
588

Utility B Solid Waste Services

No actual allocation 

(Pooled cost allocation for provincial 

reporting) 

Centralized department + 

Individual departments 

providing service

73.4

Utility C Wastewater Services Pooled cost allocation
Individual departments 

providing service
42

Utility D Solid Waste Services Pooled cost allocation + Direct support cost 
Individual departments 

providing service
40

Exhibit 10: Benchmarking Utility Summary

Exhibit 10 summarizes the Utility reviewed of each benchmarking municipality and its costing model, governance structure of Shared Services. 

Benchmarking Overview

The Summary of City of Edmonton’s and Utility A, B, C, D’s Shared Services models is available at Appendix II.
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Benchmarking Overview

22

Utility Utility Charges and Other Property Tax (including Municipal Levies)

Waste Services 100% 0%

Utility A 87% 13%

Utility B 68% 32%

Utility C 100% 0%

Utility D 100% 0%

Note: Others include MF and ICI collection Contracts,  EPR/Stewardship Funding, Lease of Containers and other equipment, Operational 

Grants, Permits and License Fees, Tipping Fees, Sale of Compost, Sale of Recyclables, Surcharges/ Bylaw Enforcement, Sales of bins, bag 

tags, composter and other user pay, Sales of gas/power/heat, and Surplus.

Exhibit 11 summarizes the Utility Revenue Sources from utility charges and property tax. Although the Utility revenue is not the scope of this 

project, this revenue structures show that the Utility operations costs (including Shared Services costs) are mainly recovered by Utility users, which 

highlighted the importance to ensure reasonable and fair service charges to Utilities. 

Exhibit 11: Municipal Utility Revenue Sources

Note that the City of Edmonton Waste Services is referred as “Waste Services” in the following analyses.
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Cost allocation as a percentage of total 

annual expenditure of Utilities

Services dollar value: Cost allocation for IT 

per FTE

Overall: City of Edmonton Waste Services’ IT Services cost 

allocation is within range of its peers

Information 
Technology

23

How much does a service cost relative to 

the Utility’s total expenditure? 

Does the cost align with the service 
received?

Not an 

Outlier

Not an 

Outlier
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Exhibit 12: IT Services Common Cost Drivers

Information Technology

The common cost drivers for IT Services among benchmarking municipalities/municipal districts are summarized 

in Exhibit 12. These cost drivers were identified through both Primary and Secondary Benchmarking. 

Exhibit 12 shows that number of devices (e.g., computers, printers, servers, etc.) or number of user accounts are 

commonly used as cost drivers to reflect the cost of IT services. The City of Edmonton’s IT Services has a detailed 

list of sub-service categories and the corresponding cost drivers are tailored towards each sub-service category, 

which allows the costs to reflect the nature of a specific IT Services. 

Exhibit 13 shows the IT Services Categories among Primary Benchmarking Utilities (interviewed by MNP). The cost 

allocation of these services are analyzed in the following pages. 

Benchmarking 

Utilities/Municipalities
All IT Services

City of Edmonton

Number of Computers and Applications 

/ Number of Accounts for applications 

(Google messaging, Telecom, etc.) / Cost 

allocated to users / Work Order Counts / 

Project Costs

Utility B Number of User Accounts

Utility C
FTEs and

Utility Annual Expenditure

Bellevue

Number of Computers and Printers on 

the network

Redmond Number of Computers

Spokane FTEs

Tacoma

Number of Computers, Servers, 

Databases

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Data Source 2: Local Government Allocating Overhead Costs Audit

Note the cost driver using a combination of FTEs and Utility Annual Expenditure is 

from a participant who uses the same cost driver to allocate all Shared Services. 

Edmonton Utility A Utility B Utility C

• Digital Enablement

• Technology Planning

• Corporate Data & Analytics, 

Infrastructure (Data centers)

• ERP Applications / Corporate Systems

• Business Applications

• Information Security

• Management Services overhead

• IT Staff Support & Project

• TCM (Network access, 

lifecycle replacement)

• Postage/Courier/Freight

• Telecommunication

• Printers and Photocopier

• Reproduction/Printing

• Network Operations

• Frontline Services

• Applications Management

• SAP Solutions.

• Technology Security

• Technology Modernization

• Technology Solutions

• Repair parts

• Telephone

• Internet

• Training & Education

• Material & Supplies 

(Computer, Photocopier)

• IT department overhead

Exhibit 13: IT Services Categories
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Information Technology
Exhibit 14: Cost allocation for IT as a percentage of total annual expenditures of Utilities 

• The IT cost allocated to CoE’s Waste Services as a percentage 

of Waste Services’ total annual expenditure are in green (less 

than 10% above the Average) or yellow (between 10% and 

20% above the Average) zones – slightly higher than the 

Average value. 

• The IT supports for CoE’s Waste Services appear to cover 

some additional service categories (e.g., digital enablement, 

technology planning, corporate data analytics) that are not 

provided by the Utility A and B’s IT. This observation is not 

validated due to the lack of information on detailed service 

levels and categories. However, it is possible that some of the 

CoE’s higher IT costs are driven by a larger scope of services. 

• This cost indicator appears to be reasonable. 

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Utility B: Data is Province Program Support Reporting cost allocation calculated using actual service costs

Utility C: The City is adopting a new Shared Services allocation model in the next budgeting cycle. Data is based on 

projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Waste Services) has been included as a reference point. 

0.00%

0.50%

1.00%

1.50%

2.00%

2.50%

2018 2019 2020 2018 2019 2020 2018 2019 2020 2020

Waste Services Utility A Utility B Average

20% Above Average
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Not an 

Outlier
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• The IT cost per FTE for CoE’s Waste Services is below the Average. 

Therefore, it is not an outlier.

• For the purpose of this study, the cost per FTE for CoE’s Waste 

Services appears to be reasonable considering all benchmarking 

results. 
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Information Technology
Exhibit 15: Cost allocation for IT per Supported FTE

Data Source 1 (Waste Services, Utility A, B, C): MNP Municipal Primary Benchmarking Interviews and 

Workbook

Data Source 3 (City-wide Calgary, Hamilton, Montreal, Toronto): Municipal Benchmarking Network

FTE: Waste Services’ 2018 FTEs (561.6) were used to develop the 2018-2022 budget and therefore used here 

for the calculation. The FTEs of Utility A, B, and C in 2018, 2019, 2020 were used corresponding to their 

costing years.

Utility B: Data is Province Program Support Reporting cost allocation calculated using actual service costs

Utility C: The City is adopting a new Shared Services allocation model in the next budgeting cycle. Data is 

based on projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Waste Services) has been included as a reference point. 

20 % Above Average

Not an 

Outlier
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Human 
Resources

27

How much does a service cost relative to 

the Utility’s total expenditure? 

Does the cost align with the service 
received?

Not an 

Outlier

Not an 

Outlier

Cost allocation as a percentage of total 

annual expenditure of Utilities

Services dollar value: Cost allocation for HR 

per FTE

Overall: City of Edmonton Waste Services’ Human Resources 

cost allocation is within range of its peers
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Exhibit 16: HR Services Common cost drivers

Human Resources

The common cost drivers for HR Services among benchmarking municipalities/municipal 

districts are summarized in Exhibit 16. The cost drivers are from both Primary and Secondary 

Benchmarking. 

Exhibit 16 shows that number of FTEs is commonly used as cost drivers to reflect the cost of 

HR service. The cost drivers for HR Services at the City of Edmonton is on par with the 

benchmarking participants. 

Exhibit 17 shows the HR Services Categories among Primary Benchmarking Utilities 

(interviewed by MNP). The cost allocation of these services are analyzed in the following 

pages. 

Benchmarking 

Utilities/Municipalities
Recruitment Payroll

Training and Other 

Supports

City of Edmonton FTEs FTEs FTEs

Utility B
Number of Job 

Posting

Number of Direct 

Deposits
FTEs

Utility C

FTEs and

Utility Annual 

Expenditure

FTEs and

Utility Annual 

Expenditure

FTEs and

Utility Annual 

Expenditure

Bellevue FTEs Number on payroll
FTEs

Redmond, Spokane, 

Tacoma
FTEs FTEs FTEs

Edmonton Utility A Utility B Utility C

• Compensation

• Org Design & 

Transformation

• Labour Relations

• Payroll

• Recruitment

• Strategy

• School of Business

• HR Management

No ongoing HR cost 

allocated to Utility

• Innovative Solutions

• Total Rewards

• HR Programs and Planning

• HR Business Services

• Staffing

• Training and Development

• Payroll (moved from Financial 

Services for this study)

• Compensation & Benefits

• HR Services

• Training & Education

• Payroll

• Rewards & Recognition

• Professional & Consulting 

Services

• Recruitment

Exhibit 17: HR Services Categories

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Data Source 2: Local Government Allocating Overhead Costs Audit

Note the cost driver using a combination of FTEs and Utility Annual Expenditure is 

from a participant who uses the same cost driver to allocate all Shared Services. 
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• The HR Shared Services cost allocation to CoE’s Waste Services as a 

percentage of the Utilities’ total annual expenditures are within the green 

zone thus seem reasonable. 

• At Utility B, some of the HR Services for Solid Waste are provided in-

house. For example, there is a Training and Development group within 

Public Works and Environmental Services Department that provides 

training to various Service Areas including Solid Waste Services. Those 

costs are not allocated back to Solid Waste or any other Program, except 

for some specific trainings. This means the actual HR cost for Solid Waste 

at Utility B is higher than the cost allocation presented. 
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Human Resources
Exhibit 18: Cost allocation for HR as a percentage of total annual expenditures of Utilities

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Utility A: No HR cost is allocated to Solid Waste, so Utility A is excluded from this category.

Utility B 1: Data is Province Program Support Reporting cost allocation calculated using actual service costs.

Utility B 2: Payroll cost originally included under Financial Services is moved to HR cost for the purpose of this study.

Utility C: The City is adopting a new Shared Services allocation model in the next budgeting cycle. Data is based on 

projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Waste Services) has been included as a reference point. 

20 % Above Average

Not an 

Outlier
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• The results in Exhibit 19 indicate that HR cost per FTE for Waste Services is on par with the rest of the 

benchmarking participants. 

• Utility B had a significant increase of HR cost from 2019 to 2020. Most of the cost increase came from 

recruitment, which is reflected in the increases of its cost driver - number of job postings. 
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Exhibit 19: Cost allocation for HR per FTE

Data Source 1: MNP Municipal Primary Benchmarking Interviews 

and Workbook

FTE: Waste Services’ 2018 FTEs (561.6) were used to develop the 

2018-2022 budget and therefore used here for the calculation. The 

FTEs of Utility A, B, and C in 2018, 2019, 2020 were used 

corresponding to their costing years.

Utility A: No HR cost is allocated to Utility A

Utility B 1: Data is Province Program Support Reporting cost 

allocation calculated using actual service costs

Utility B 2: Payroll cost originally included under Financial Services is 

moved to HR cost for the purpose of this study.

Utility C: The City is adopting a new Shared Services allocation 

model in the next budgeting cycle. Data is based on 

projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Edmonton) has 

been included as a reference point. 

20 % Above Average

Not an 

OutlierHuman Resources
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Cost allocation as a percentage of total 

annual expenditure of Utilities

Services dollar value: Cost allocation for 

Financial Services per FTE

Overall: Overall: City of Edmonton Waste Services’ Financial 

Services cost allocation is within range of its peers

Financial 
Services
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How much does a service cost relative to 

the Utility’s total expenditure? 

Does the cost align with the service 
received?

Not an 

Outlier

Not an 

Outlier
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Exhibit 20: Financial Services Common cost drivers

Financial Services

The common cost drivers for Financial Services among benchmarking 

municipalities/municipal districts are summarized in Exhibit 20. The cost drivers are 

from both Primary and Secondary Benchmarking. 

Exhibit 20 shows that cost drivers for Financial Services are quite diverse among 

municipalities. There are multiple cost drivers to allocate Financial Services costs. 

Examples include number of transactions, number of invoices, budgets, and 

estimated time. Compared to its peers, the City of Edmonton uses a balanced 

approach between service level indicators (e.g., number of invoices and operating 

expenses) and direct support staff costs to allocate financial costs. This is a good 

example of the cost allocation choices municipalities face in balancing between 

expending effort to track cost indicators and allocating costs accurately. 

The Financial Services categories provided to each Utility are summarized below.

Benchmarking 

Utilities/Municipalities

Accounts 

Receivable

Accounts 

Payable
Budgeting

Compensation 

Management

Program 

Accounting

City of Edmonton
Number of 

Invoices

Number of 

Invoices

Operating 

Expenses

Direct Support 

FTEs

Direct Support 

FTEs

Utility B
Number of 

transactions

Number of 

invoices paid
Estimated Time FTEs Estimated Time

Utility C

FTEs and

Utility Annual 

Expenditure

FTEs and

Utility Annual 

Expenditure

FTEs and

Utility Annual 

Expenditure

FTEs and

Utility Annual 

Expenditure

FTEs and

Utility Annual 

Expenditure

Bellevue Budget
Number of 

transactions
FTEs N/A

Number of 

transactions

Redmond Budget Budget Budget N/A Budget

Spokane N/A N/A
Operating 

Expenses
N/A N/A

Edmonton Utility A Utility B Utility C

• Accounts 

payable

• Accounts 

receivable

• Finance 

branch 

overhead

• Landfill customers billing

• Direct (Financial) support

• Finance Management / 

Finance Corp Functions / 

Branch Overhead-

Indirect/Strategic Analysis

• Budgeting

• Program Accounting (various 

internal systems)

• Rates analysis and modelling

• Accounts 

Receivable

• Accounts Payable

• Budgeting

• Compensation 

Management

• General Financial 

Services

• Program 

Accounting

• Accounts Receivable

• Accounts Payable

• Budgeting

• Payroll

• Purchasing

• Direct support for 

MFA borrowing and 

modeling

• Statements

• Financial oversight

Exhibit 21: Financial Services Categories

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Data Source 2: Local Government Allocating Overhead Costs Audit

Cost driver unavailable for Tacoma.

Note the cost driver using a combination of FTEs and Utility Annual Expenditure is 

from a participant who uses the same cost driver to allocate all Shared Services. 



MNP.caWherever business takes you MNP.caWherever business takes you

0.00%

0.20%

0.40%

0.60%

0.80%

1.00%

1.20%

2018 2019 2020 2018 2019 2020 2018 2019 2020 2020

Waste Services Utility A Utility B Average

• As a percentage of Waste Services’ total annual 

expenditures, the Financial Services costs allocated to 

Waste Services at CoE are in the green zone.

• The sub-service categories provided to Waste Services at 

CoE include accounts payable, accounts receivable, and 

Finance branch overhead. Note that direct financial staff 

support, an on-demand service provided by Financial 

Services to Waste Services at an interdepartmental charge, 

is excluded from cost allocations shown here.

• Utility B’s financial costs had significant fluctuations from 

2018 to 2019. The differences resided in the Account 

Receivable allocation. This was mainly due to a cost driver 

change to Transit, which moved a significant amount of 

Account Receivable allocation from other City departments 

(including Finance) to Transit. 

• This cost indicator appears to be reasonable relative to the 

CoE’s peers.
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Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Utility B 1: Data is Province Program Support Reporting cost allocation calculated using actual service costs

Utility B 2: Payroll cost originally included under Financial Services is moved to HR cost for the purpose of this study.

Utility C: The City is adopting a new Shared Services allocation model in the next budgeting cycle. Data is based on 

projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Edmonton) has been included as a reference point. 

Exhibit 22: Cost allocation for Financial Services as a percentage of total 

annual expenditures of Utilities

Financial Services

20 % Above Average

Not an 

Outlier
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• As shown in Exhibit 23, the Financial Services cost per 

FTE for CoE’s Waste Services is below the Average. 

This means that from cost per FTE’s perspective, the 

CoE’s Financial Services cost allocated to Waste 

Services is on par with its peers and appears to be 

reasonable. 
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Financial Services
Exhibit 23: Cost allocation for Financial Services per FTE

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

FTE: Waste Services’ 2018 FTEs (561.6) were used to develop the 2018-2022 budget and therefore used here for the calculation. The FTEs of Utility 

A, B, and C in 2018, 2019, 2020 were used corresponding to their costing years.

Utility B 1: Data is Province Program Support Reporting cost allocation calculated using actual service costs.

Utility B 2: Payroll cost originally included under Financial Services is moved to HR cost for the purpose of this study.

Utility C: The City is adopting a new Shared Services allocation model in the next budgeting cycle. Data is based on 

projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Waste Services) has been included as a reference point. 

20 % Above Average

Not an 

Outlier
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Cost allocation as a percentage of total 

annual expenditure of Utilities

Cost allocation for Communications Services 

per FTE

Overall: City of Edmonton Waste Services’ Communication 

cost allocation is within range of its peers

Communications
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How much does a service cost relative to 

the Utility’s total expenditure? 

Does the cost align with the service 
received?

Not an 

Outlier

Not an 

Outlier
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Exhibit 24: Communications Services Common cost drivers

Communications

The common cost drivers for Communications Services among benchmarking 

municipalities/municipal districts are summarized in Exhibit 24. The cost drivers are from 

both Primary and Secondary Benchmarking. 

The City of Edmonton’s approach of allocating most Communications costs based on FTEs is 

common. Waste Services at the City of Edmonton utilizes a fair amount of communications 

services for 311, inside information, web office, and public communications. Those ongoing 

services are provided by direct support staff. 

Another example of a Communications cost driver is Estimated Time, which can be time 

consuming to track the data. 

Exhibit 25 shows the Communications Services Categories among Primary Benchmarking 

Utilities (interviewed by MNP). The cost allocation of these services are analyzed in the 

following pages. 

Benchmarking 

Utilities/Municipalities
All Services

City of Edmonton FTEs, Ticket Counts, and Number of Webpages

Utility B Estimated Time

Utility C
FTEs and

Utility Annual Expenditure

Edmonton Utility A Utility B Utility C

• Communications

• 311

• Inside Information

• Web Office

• Marketing

• Engagement

• External Relations 

• Communication 

(SW & OH)

• Creative Services

• Media Relations & Legislative 

Support

• Public Information

Note: Web Services, Call Center 

Services, Counter Services are not 

allocated to any City departments

• Community 

Communications

• Community Engagement

• Corporate 

Communications

• Media Relations

• Public Relations

• Marketing

Exhibit 25: Communications Services CategoriesData Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Data Source 2: Local Government Allocating Overhead Costs Audit

Cost driver unavailable for Bellevue, Redmond, Spokane, and Tacoma.

Note the cost driver using a combination of FTEs and Utility Annual Expenditure is 

from a participant who uses the same cost driver to allocate all Shared Services. 
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• Exhibit 26 shows that CoE’s

Communications costs allocated to Waste 

Services are in the green zone. 

• This cost indicator appears to be 

reasonable relative to the CoE’s peers.
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Communications
Exhibit 26: Cost allocation for Communications as a percentage of total annual expenditures of Utilities

Data Source: MNP Municipal Primary Benchmarking Interviews and Workbook

Utility B: Data is Province Program Support Reporting cost allocation calculated using actual service costs

Utility C: The City is adopting a new Shared Services allocation model in the next budgeting cycle. Data is based on 

projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Waste Services) has been included as a reference point. 

20 % Above Average

Not an 

Outlier
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• The Communications cost 

per FTE allocated through 

Shared Services at Edmonton 

is at the lower end when 

compared to other 

municipalities. 
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Communications
Exhibit 27: Cost allocation for Communications per FTE

Data Source: MNP Municipal Primary Benchmarking Interviews and Workbook

FTE: Waste Services’ 2018 FTEs (561.6) were used to develop the 2018-2022 budget and therefore used here for the calculation. The FTEs of Utility A, B, and C in 

2018, 2019, 2020 were used corresponding to their costing years.

Utility B: Data is Province Program Support Reporting cost allocation calculated using actual service costs

Utility C: The City is adopting a new Shared Services allocation model in the next budgeting cycle. Data is based on 

projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Waste Services) has been included as a reference point. 

20 % Above Average

Not an 

Outlier
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Cost allocation as a percentage of total 

annual expenditure of Utilities

Services dollar value: Cost allocation for 

Legal Services per FTE

Overall: City of Edmonton Waste Services’ Law cost allocation 

is within range of its peers

Law 
(Legal Services)
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How much does a service cost relative to 

the Utility’s total expenditure? 

Does the cost align with the service 
received?

Not an 

Outlier

Not an 

Outlier
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Exhibit 28: Legal Services Common cost drivers

Law (Legal Services)

The common cost drivers for Legal Services among benchmarking municipalities/municipal 

districts are summarized in Exhibit 28. The cost drivers are from both Primary and 

Secondary Benchmarking. 

The Legal Services costs are largely allocated through FTEs, estimated time, or expenses. 

The City of Edmonton also tracks number of pending/closed files, which is an indicator for 

amount of service received. This cost driver is often easier to track than estimated time and 

more accurate than FTEs. 

Exhibit 29 shows the Legal Services Categories among Primary Benchmarking Utilities 

(interviewed by MNP). The cost allocation of these services are analyzed in the following 

pages. 

Benchmarking 

Utilities/Municipalities
All Services

City of Edmonton Pending or closed files in tracking system / FTEs

Utility B Estimated Time

Utility C
FTEs and

Utility Annual Expenditure

Bellevue FTEs

Redmond Estimated Time & Expenses

Edmonton Utility A Utility B Utility C

• Legal Services

• Risk 

Management

• Corporate 

Security

• Insurance

• Legal fee

• Security Services

• Security Investigations

• Security Advisor

• Security Maintenance

• Legal Services

• Labour Relations

Legal service not part of 

Shared Services

Exhibit 29: Legal Services Categories

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Data Source 2: Local Government Allocating Overhead Costs Audit

Cost driver unavailable for Spokane and Tacoma.

Note the cost driver using a combination of FTEs and Utility Annual Expenditure is 

from a participant who uses the same cost driver to allocate all Shared Services. 
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20 % Above Average

• CoE’s Waste Services costs are in the green zone and appear to be reasonable.
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Law (Legal Services)
Exhibit 30: Cost allocation for Law/Legal as a percentage of total annual expenditures

Not an 

Outlier

Data Source 1 (Waste Services, Utility A, B, C): MNP Municipal Primary Benchmarking Interviews 

and Workbook

Data Source 3 (City-wide Calgary, Hamilton, Montreal, Toronto): Municipal Benchmarking 

Network

Utility B: Data is Province Program Support Reporting cost allocation calculated using actual 

service costs

Utility C: Legal Services is not part of Shared Services

The Average value of all data points (including Waste Services) has been included as a reference 

point. 



MNP.caWherever business takes you MNP.caWherever business takes you

 $-

 $500

 $1,000

 $1,500

 $2,000

 $2,500

2018 2019 2020 2018 2019 2020 2018 2019 2020

Waste Services Utility A Utility B Average

• The Legal Services cost per FTE for CoE’s Waste 

Services is on par with or lower than other 

participating benchmarking municipalities.
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Law (Legal Services)
Exhibit 31: Cost allocation for Law/Legal per FTE

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

FTE: Waste Services’ 2018 FTEs (561.6) were used to develop the 2018-2022 budget and therefore used here for the calculation. The 

FTEs of Utility A, B, and C in 2018, 2019, 2020 were used corresponding to their costing years.

Utility B: Data is Province Program Support Reporting cost allocation calculated using actual service costs

Utility C: Legal Services is not part of Shared Services

The Average value of all data points (including Edmonton) has been included as a reference point. 

20 % Above Average

Not an 

Outlier
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Procurement

43

How much does a service cost relative to 

the Utility’s total expenditure? 

Does the cost align with the service 
received?

Cost allocation as a percentage of total 

annual expenditure of Utilities

Services dollar value: Cost allocation for 

Procurement per FTE 

Overall: City of Edmonton Waste Services’ Procurement cost 

allocation is within range of its peers (based on annual 

expenditure of Utility)

Not an 

Outlier

Not an 

Outlier
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Exhibit 32: Procurement Services Common cost drivers

Procurement

The common cost drivers for Procurement Services among benchmarking municipalities/municipal 

districts are summarized in Exhibit 32. The cost drivers are from both Primary and Secondary 

Benchmarking. 

Procurement Services are often delivered on a project-basis. To properly allocate procurement costs, 

municipalities use a number of indicators to reflect the service levels – for example, number of 

transactions, number of purchase orders, budget, or procurement amount. The City of Edmonton 

uses FTEs as a cost driver. This approach does not reflect the cost or value of procurement services 

received. However, using FTEs as cost driver does not require any information gathering on 

procurement efforts, which avoids large amount of research and data entry time. It should be noted 

though that most municipalities track the procurement data (e.g., number purchase orders or 

procurement contract dollar amounts). 

Exhibit 33 shows the Procurement Services Categories among Primary Benchmarking Utilities 

(interviewed by MNP). The cost allocation of these services are analyzed in the following pages. 

Benchmarking 

Utilities/Municipalities
All Services

City of Edmonton FTEs

Utility B Number of Transactions

Utility C
FTEs and

Utility Annual Expenditure

Bellevue Budget

Redmond Estimated Time

Edmonton Utility A Utility B Utility C

• Continuous 

Improvement

• Mail

• Procurement

• Supply Chain 

Management 

• Only ongoing stores 

overhead is charged to 

Utility

• Procurement

• Strategic Sourcing

• Energy Management & 

Strategy

• Purchase Services

• Advertising

• Materials & Supplies

• Postage & Freight

• Contract Services

• Central Store Material

• Professional & Consulting 

Services

Exhibit 33: Procurement Services Categories

Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Data Source 2: Local Government Allocating Overhead Costs Audit

Cost driver unavailable for Spokane and Tacoma.

Note the cost driver using a combination of FTEs and Utility Annual Expenditure 

is from a participant who uses the same cost driver to allocate all Shared Services. 
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• The Procurement cost allocated to Waste Services at 

Edmonton as a percentage of total Waste Services’ 

expenditure is on par with other benchmarking 

municipalities.
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Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

Utility A: Waste is only charged with Store Overhead for Supply/Procurement Services. Therefore, data is regarded as outliers and 

not compared here. 

Utility B: Data is Province Program Support Reporting cost allocation calculated using actual service costs

Utility C 1: The Procurement costs are under Financial Services at Utility C and were isolated for comparison in this study. 

Utility C 2: The City is adopting a new Shared Services allocation model in the next budgeting cycle. Data is based on projected

costs utilizing the new cost allocation method. 

The Average value of all data points (including Waste Services) has been included as a reference point. 

Procurement
Exhibit 34: Cost allocation for Procurement as a percentage of total annual expenditures of Utilities
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Data Source 1: MNP Municipal Primary Benchmarking Interviews and Workbook

FTE: Waste Services’ 2018 FTEs (561.6) were used to develop the 2018-2022 budget and 

therefore used here for the calculation. The FTEs of Utility A, B, and C in 2018, 2019, 2020 

were used corresponding to their costing years.

Utility A: Waste is only charged with Store Overhead for Supply/Procurement Services. 

Therefore, data is regarded as outliers and not compared here. 

Utility B: Data is Province Program Support Reporting cost allocation calculated using actual 

service costs

Utility C 1: The Procurement costs are under Financial Services at Utility C and were isolated 

for comparison in this study. 

Utility C 2: The City is adopting a new Shared Services allocation model in the next 

budgeting cycle. Data is based on projected costs utilizing the new cost allocation method. 

The Average value of all data points (including Waste Services) has been included as a 

reference point. 

Procurement
Exhibit 35: Cost allocation for Procurement per FTE

• The Procurement cost per FTE for Edmonton’s Waste Services is on par with 

or lower than other participating benchmarking municipalities.

Not an 

Outlier
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Findings Summary

Exhibit 36: Summary of Findings

Waste Services engaged MNP to study and assess the reasonableness of its cost allocations for six Shared Services: Information Technology (IT), Human 

Resources (HR), Financial Services, Communications, Law (Legal Services), and Procurement. MNP’s approach for this study was grounded in conducting 

Primary and Secondary Benchmarking research of Shared Services cost allocations other municipal Utilities for the year 2018 through 2020. We then 

assessed reasonableness by comparing those to the Shared Services costs allocated to Waste Services on the bases of cost as a percentage of the Utility’s 

total expenditures and cost per service unit (e.g., cost per FTE). If Waste Services’ cost allocation for a service was below 20% above the average costs of 

the benchmarking Utilities and cities for that service, it was considered to be reasonable. 

Through this study, we found that the costs allocated to Waste Services for IT, HR, Financial Services, Communications, Law, and Procurement seemed 

reasonable for each of the years 2018 through 2020, on both assessment bases. 

MNP also notes that cost allocations at Waste Services and the comparator municipalities in this study are impacted by variations in the sub-service 

categories included within the municipalities’ service areas, differences in service levels provided, variances in utility operations, and other differences 

between comparators.

Exhibit 36 below summarizes this study’s findings.

Shared Services Cost as  Percentage of Total Expenditures Cost Per Service Unit Reasonableness

Information Technology Not an Outlier Not an Outlier Reasonable

Human Resources Not an Outlier Not an Outlier Reasonable

Financial Services Not an Outlier Not an Outlier Reasonable

Communications Not an Outlier Not an Outlier Reasonable

Law Not an Outlier Not an Outlier Reasonable

Procurement Not an Outlier Not an Outlier Reasonable
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Appendices
• Appendix I: Shared Services Cost Allocation Review 

Interview Guide

• Appendix II: Benchmarking Utilities Shared Services 

Summary
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Appendix I
• Shared Services Cost Allocation Review Interview 

Guide

❑ Interview Guide

❑ Appendix A – City of Edmonton Shared Services 

Background

❑ Appendix B – Service Profile Workbook Example
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SHARED SERVICES COST ALLOCATION REVIEW 

 
1 

 

Interview Guide 

PURPOSE OF THE INTERVIEW 
The Waste Services branch at the City of Edmonton is undergoing a benchmarking study to validate the 

reasonableness of Shared Services costs allocated to the Utility. The City of Edmonton has engaged MNP 

to conduct the benchmarking study of municipally-owned utilities operating under a full cost accounting 

approach that allocates Shared Services. The scope of this study regards costs allocations, methodologies, 

policies, procedures, and service levels. Appendix A includes the background of the City of Edmonton’s 

Shared Services.  

This interview will start with general questions so that you can provide an overall landscape of the 

Shared/Corporate Services of your organization. The second half of the interview will be around questions 

designed for each service provided to Waste Services to build a service profile. We will follow up with an 

updated service profile workbook template for you to populate afterward for services we may not discuss 

during the interview. We recognize some information (i.e., especially around costs) may not be available 

due to constraints of timeline, your workload, confidentiality, and data readiness. We are determined to 

make the process efficient and willing to work with you to gather alternative data/formats. 

GENERAL QUESTIONS 

1. Shared Services 

a. How are the operations of all City departments supported? (e.g., City of Edmonton employs Shared 

Services + Intra-municipal Services + Fleet & Facilities Services) 

b. When did the City start employing Shared Services model?  

c. What are the services incorporated under Shared/Corporate Services? 

i. ☐ Information Technology 

ii. ☐ Financial Services 

iii. ☐ Human Resources 

iv. ☐ Fleet 

v. ☐ Facility Management 

vi. ☐ City Clerks 

vii. ☐ Intergovernmental and Corporate Strategy 

viii. ☐ Customer Service and Communications 

ix. ☐ Law 

x. ☐ Real Estate and Development Services 

xi. ☐ Resilience and Infrastructure 

xii. ☐ Supply 

xiii. ☐ Corporate Analytics and Innovation 

xiv. ☐ Environmental and Safety Management 

xv. Others 

d. How is Shared/Corporate Services governed? Are all the service providers under a central 

department? Or do multiple individual departments provide corporate services across the 

municipality?  

e. How does the City decide/evaluate the level of services? Is there a Shared Service Agreement or 

Contract being used? 

f. How are service recipients prioritised? 

g. What is the general satisfaction of Shared/Corporate Services? How is it measured? 
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2. Waste Services 

a. Does Waste Services operate under a full cost accounting approach? 

b. What are the gross annual expenditures of Waste Services for 2018, 2019, 2020 (i.e., Financial 

Statement)? 

c. What is the number of FTEs for Waste Services? 

3. Cost Allocation 

a. What Cost Allocation Model is used by the City’s Shared Services? (e.g., department costing, step-

down costing, activity-based costing, a combination, etc.)  

b. How often does the City review/update the Shared Services cost allocation model/rates?  

c. Are there actual costs transactions to the receiving departments?  

d. What is the process to allocate Shared Services costs? 

e. In general, what constitutes the Shared Services costs to Waster Services? (e.g., City of Edmonton 

has direct support staff costs + Indirect overhead distributed based on Cost Drivers) 

SERVICE PROFILE WORKBOOK 
For each service listed below, please answer the following questions. We will populate a Service Profile 

Workbook (i.e., example in Appendix B) with the answers. 

a. What are the services provided under this category? 

b. What are the day-to-day Operational activities? 

c. How are the costs broken down (e.g., direct staff support/program costs, pool of overhead, etc.)? 

d. What are the cost drivers that decide the cost allocation? 

e. What are the cost drivers counts of Waste Services and all City Departments? 

f. What are the cost allocations to Waste Services in 2018, 2019, and 2020 (i.e., If detailed breakdown 

is not available, total costs or percentage of Waste Service Gross Annual Expenditure is acceptable.)? 

 

1. Information Technology 

SERVICE 

CATEGORY 

SERVICE 

DESCRIPTION  
COST DRIVERS 

WASTE SERVICES 

COST DRIVER 

COUNTS 

TOTAL COST 

DRIVERS 

COUNTS 

2018 

COST 

ALLOCATION 

2019 

COST 

ALLOCATION 

2020  

COST 

ALLOCATION 

 
  

      

2. Financial Services 

SERVICE 

CATEGORY 

SERVICE 

DESCRIPTION  
COST DRIVERS 

WASTE SERVICES 

COST DRIVER 

COUNTS 

TOTAL COST 

DRIVERS 

COUNTS 

2018 

COST 

ALLOCATION 

2019 

COST 

ALLOCATION 

2020  

COST 

ALLOCATION 
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3. Human Resources 

SERVICE 

CATEGORY 

SERVICE 

DESCRIPTION  
COST DRIVERS 

WASTE SERVICES 

COST DRIVER 

COUNTS 

TOTAL COST 

DRIVERS 

COUNTS 

2018 

COST 

ALLOCATION 

2019 

COST 

ALLOCATION 

2020  

COST 

ALLOCATION 

 
  

      

 

4. Fleet Services 

SERVICE 

CATEGORY 

SERVICE 

DESCRIPTION  
COST DRIVERS 

WASTE SERVICES 

COST DRIVER 

COUNTS 

TOTAL COST 

DRIVERS 

COUNTS 

2018 

COST 

ALLOCATION 

2019 

COST 

ALLOCATION 

2020  

COST 

ALLOCATION 

 
  

      

5. Facility Management Services 

SERVICE 

CATEGORY 

SERVICE 

DESCRIPTION  
COST DRIVERS 

WASTE SERVICES 

COST DRIVER 

COUNTS 

TOTAL COST 

DRIVERS 

COUNTS 

2018 

COST 

ALLOCATION 

2019 

COST 

ALLOCATION 

2020  

COST 

ALLOCATION 

 
  

      

6. Central Management (i.e., City Manager, City Clerk, Office of City Audit, Mayor & Council, 

Intergovernmental and Corporate Strategy)? 

SERVICE 

CATEGORY 

SERVICE 

DESCRIPTION  
COST DRIVERS 

WASTE SERVICES 

COST DRIVER 

COUNTS 

TOTAL COST 

DRIVERS 

COUNTS 

2018 

COST 

ALLOCATION 

2019 

COST 

ALLOCATION 

2020  

COST 

ALLOCATION 

 
  

      

7. Other Services 

We will provide you with an updated Service Profile Workbook template for services not discussed based 

on the discussions during the interview. Please gather information accordingly and populate the tables. 

The possible services are:  

i. Customer Service and Communications 
ii. Law 
iii. Real Estate and Development Services 
iv. Resilience and Infrastructure 
v. Supply 
vi. Corporate Analytics and Innovation 
vii. Environmental and Safety Management 
viii. Others 
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The City of Edmonton employs a Shared Services model whereby support services required for 

the operations of all City businesses are provided through centralized areas of expertise. This 

approach takes advantage of efficiencies gained through economies of scale and opportunities 

to provide more robust systems and services. The Waste Services branch operates under a full 

cost accounting approach thus is required to pay for its portion of Shared Services. 

For on-demand services not incorporated in Shared Services, direct charges for services are 

billed to Waste Services. On-demand services may include dedicated support for 

communications and engagement initiatives, on-demand building repairs and maintenance, 

postings of vacant positions to job site security services for special events. The table below 

summarizes all services provided supporting the City’s operations and their cost drivers for 

deciding service cost allocations. 

Table 1 Overview of City of Edmonton Shared & Interdepartmental Services 

Service Category 
Shared Services 

Cost Drivers 

S
h

a
re

d
 

S
e
rv

ic
e
 

O
n

-

D
e
m

a
n

d
  

Corporate Allocation (Central 

Management) 

• Department Gross Expenditure 

Budget 

X  

Communications & Public 

Engagement 

• Approved Communications FTEs X X 

Customer Information Services • Ticket Counts 

• FTEs 

• Number of Web Pages 

X  

Financial Services • Number of Invoices 

• Department Gross Expenditure 

Budget 

• Direct Support FTEs 

X X 

Safety & Employee Health • FTEs X X 

Human Resources • FTEs X X 

Law • Number of Pending or Closed Files 

• FTEs with Boards & Authorities 

X X 

Corporate Procurement and 

Supply Services 

• FTEs with Boards & Authorities X X 
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Service Category 
Shared Services 

Cost Drivers 
S

h
a
re

d
 

S
e
rv

ic
e
 

O
n

-

D
e
m

a
n

d
  

Information Technology • Number of PCs and Applications 

• Number of Accounts 

• Number of Phone Lines 

• Incident/Work Order Counts 

• Total Project Costs 

X  

Real Estate & Housing • Square Footage 

• Direct Cost Recovery 

X  

Corporate Strategy • Department Gross Expenditure 

Budget 

X  

Transportation Operations   X 

Fleet Services • Fuel Consumption 

• Labour Hours 

 X 

Facilities and Landscape 

Infrastructure 

• Labour Hours  X 
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Financial Services 
Note:  

1. The numbers and information below are only for example purposes. They are not reflections of data 

belonging to any benchmarking participants nor the City of Edmonton. 

2. If detailed breakdowns are not available, total costs or percentage of Waste Service Gross Annual 

Expenditure is acceptable. 

SERVICE 

CATEGORY 

SERVICE 

DESCRIPTION  
COST DRIVERS 

WASTE 

SERVICES COST 

DRIVER COUNTS 

TOTAL COST 

DRIVERS 

COUNTS 

2018 

COST 

ALLOCATION 

2019 

COST 

ALLOCATION 

2020  

COST 

ALLOCATION 

Accounts 

Payable 

 Number of 

Invoices 

5,000 50,000 $70,000 $75,000 $80,000 

Accounts 

Receivable 

 
Number of 

Invoices 

4,500 150,000 $70,000 $75,000 $80,000 

Direct Staff 

Support 

• Remittance 
processing 

• Credit 
management 
and 
collections,  

• Bylaw ticket 
administration 

Direct Support 

FTEs 

5 50 $900,000 $925,000 $950,000 

Branch 

Overhead-

Indirect 

 
Department 

Gross 

Expenditure 

$200,000,000 $2,000,000,000 $90,000 $100,000 $150,000 
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Appendix II
• Benchmarking Utilities Shared Services Summary

❑ City of Edmonton

❑ Utility A

❑ Utility B

❑ Utility C

❑ Utility D
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The City of Edmonton's internal operations are supported through Shared 

Services and Interdepartmental Services. The City adopted the Shared Services 

model in 1997. Currently, the majority of Shared Services are provided by the 

Financial & Corporate Services department with customer service and 

communications provided by the Communication & Engagement department. 

Cost allocations generally follow a cost driver method and are coordinated by 

the Financial & Corporate Services department. 

To allocate the centralized Shared Services costs, the City uses various cost 

drivers, including FTE, annual expenditure, number of computers, and number 

of service tickets (among others). In addition to pooled cost allocation, ongoing 

direct staff support and recovery costs are allocated through Shared Services.

Since 2019, the City has adopted a 4-year budgeting cycle. The Shared Services 

cost allocation is estimated at the beginning of each budgeting cycle and 

allocated throughout the 4-year period. No adjustments are made to the actual 

allocations at the end of a fiscal year to account for any differences between the 

estimated and actual Shared Services costs.

Since 1997, the Administration has taken several steps to enhance the City's 

Shared Services model and increase service delivery operational efficiency and 

effectiveness. Service Level Agreements (SLA) that serve as contracts between 

the service providers and the users of those services were established for 

Shared Services in 1998. However, the SLA is no longer in use. In 2018, the City 

adopted an Enterprise Performance Management (EPM) Policy. "It guides our 

work by giving us data that tells us how we are doing and where we can 

improve. Measuring our performance enables data-driven decision-making and 

drives continuous learning and improvement. “

The Waste Services Branch uses a full cost accounting approach, which means 

all operations costs are recovered through user fees. Utility Reviewed: Waste Services

City of 
Edmonton 
Affiliate 
Transactions
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This benchmarking participant uses Shared Services to support its operations. Unlike 

municipalities with a centralized department that provides most of the Shared Services, 

Utility A’s Shared Services are provided by individual business units without central 

governance and coordination. Each business unit calculates its cost allocation at the 

beginning of a 4-year budgeting cycle and can make amendments annually. Note that 

this municipality is currently undergoing an organizational restructure that will group 

business units based on functions. Supporting services such as financial and human 

resources are going to be under the same unit after the restructure. The new 

organizational structure will take effect on January 1, 2022.

For this benchmarking study, MNP reviewed the cost allocation to Waste & Recycling 

Services. 

Most of the Shared Services costs allocated to service recipients are in an ongoing 

fashion with some on-demand charges. Overall, the ongoing charges are distributed 

based on cost drivers such as the number of computer accounts and telephone lines as 

well as wages and benefits of direct support staff. Besides cost drivers, the service 

providers also consider some other factors such as a recipient’s size and its ability to 

generate revenue. 

The detailed information about cost drivers resides within the business units doing the 

charges and was not available within the Finance team of the Waste & Recycling Services 

MNP interviewed. 

• Information Technology

• Financial Services

• Fleet Services

• Facility Management Services

• Communications and Customer Services

• Legal Services

• Supply Services

• Corporate Analytics and Innovation

• Environmental and Safety Management

• Roads

• Other Services

Utility Reviewed: Waste & Recycling Services

Utility A Shared 
Services 
Overview
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This municipality employs a Shared Services model supported by a centralized 

department and some other departments, including but not limited to Finance Services 

and Recreation, Cultural, and Facility Services. The Shared Services are tax funded, and 

no service costs are allocated to the service recipients except for fleet, facility 

management, and a small administrative costs for central management. According to 

the Municipal Act, all municipalities in the province have a legislative obligation to report 

back to the province on their financial affairs, accounts and transactions in the form of 

an annual financial return report. In the report, Shared Services costs are allocated to 

each department using cost drivers to reflect each department’s operating costs. 

MNP reviewed the cost drivers and allocations to Solid Waste Services based on the 

annual financial return report. Note that the actual costs are not allocated to Solid Waste 

Services unless noted otherwise.  

Utility B provides solid waste collection services to its residents through Solid Waste 

Services and third-party contractors. Currently, there are five service zones in the 

municipality – three of which are collected by contractors, with the other two being 

collected by the City’s Solid Waste Services. All service providers (i.e., Utility B and the 

contractors) need to succeed in the public bidding process to win the service contracts 

for certain zones. 

The actual operating costs of Solid Waste Services are recovered from a hybrid funding 

model where costs for garbage collection and disposal, landfill operations, some 

administrative overhead, debt servicing costs as well as contributions to the capital 

reserve fund and to the landfill are recovered from user fees. Recycling and waste 

diversion costs as well as costs from Shared Services are recovered from tax levy. 

Shared Services provided by the centralized department

• Information Technology

• Human Resources

• Fleet Services

• Public Info & Media Relations

• Legal Services

• Supply Services

• Central Management

Shared Services provided by other departments

• Finance Services

• Recreation, Cultural and Facility Management Services

Utility Reviewed: Solid Waste Services

Utility B Shared 
Services 
Overview
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This municipality has been employing a Shared Services model for over 20 

years. The Shared Services (listed to the left of this page) are provided through 

individual divisions/departments who are also responsible for allocating service 

costs. Over the years, there have been concerns about the lack of coordination, 

complexity and fairness of the cost allocation. In 2021, the City initiated a 

Shared Services Cost Allocation Model Review to develop a consistent, simple, 

and reasonable cost allocation model with a centralized approach to 

coordinate the allocation process. A new Shared Services model will take effect 

in the next budgeting cycle. Therefore, this study focuses on the newly 

developed Shared Services model unless noted otherwise. 

The municipality aims to have a Shared Services model that is simplified, 

transparent, effective, consistent, and strategic. For simplicity, the City will use 

only two cost drivers (i.e., FTE and annual operating costs) to allocate the 

indirect operating costs of the Shared Services providers using the calculation 

below. Note that there are direct staff supports allocated to service recipients 

under Shared Services. However, the costs of the direct support staff are 

regarded as indirect costs and allocated using the same cost drivers as 

mentioned above for simplicity. 

Interestingly, certain City functions have their own internal operating supports. 

For example, the a city function has its own financial department supporting 

majority of the financial operation needs. The City is in the process to 

determine if certain City functions should have reduced cost allocations from 

Shared Services. 

Overall, in designing the new Shared Services model, the City values the 

system's simplicity and intentionally avoids excessive emphasis on the 

correlation between the demands and service costs. This approach focuses on 

meeting City departments' needs, balancing capturing the costs accurately, 

and gaining administrative efficiency and clarity of communication.

The Utility reviewed is Wastewater in this study. 

• Financial Services

• Corporate Strategic Services

• Communications

• Information Services

• Corporate Strategy & Performance

• Corporate & Protective Services

• Human Resources

• Risk Management

Utility C Shared 
Services 
Overview

Utility Reviewed: Wastewater Services

𝑆ℎ𝑎𝑟𝑒𝑑 𝑆𝑒𝑟𝑣𝑖𝑐𝑒𝑠 𝐶𝑜𝑠𝑡 𝐴𝑙𝑙𝑜𝑐𝑎𝑡𝑖𝑜𝑛

= 𝐴𝑣𝑒𝑟𝑎𝑔𝑒
𝐹𝑇𝐸 𝑏𝑦 𝑎𝑟𝑒𝑎

𝑇𝑜𝑡𝑎𝑙 𝐶𝑖𝑡𝑦 𝐹𝑇𝐸
,
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 𝑏𝑦 𝑎𝑟𝑒𝑎

𝑇𝑜𝑡𝑎𝑙 𝐶𝑖𝑡𝑦 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒
𝑥 𝑇𝑜𝑡𝑎𝑙 𝑆ℎ𝑎𝑟𝑒𝑑 𝑆𝑒𝑟𝑣𝑖𝑐𝑒𝑠 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑜𝑛 𝐵𝑢𝑑𝑔𝑒𝑡
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This participant provides centralized Shared Services to all business activities 

pursuant to the a Corporate Allocation Policy. These centralized services are 

listed to the left. 

The Local Government Act requires that rates, fees and charges must reflect 

the full cost of the participants’ services to which they relate, including those 

costs incurred by centralized Shared Services. Overall, the services costs are 

allocated following four principles, which are efficient, transparent equitable, 

and consistent. 

For Shared Services that have demonstrated and quantified benefits for a 

certain recipient, the associated costs are allocated directly to that service 

recipient. Examples of directly allocated Shared Services include pooled fleet 

vehicles and equipment acquisitions, external legal counsel services, and 

contracted security services. For the other centralized services, the service 

costs are allocated to service recipients based on the recipient’s prior year 

operating budget. The operating budget is further broken down to serve as 

two types of indicators that reflect number of staff supported and the level of 

business activity. These indicators are used to determine the weights of 

allocation based on centralized service types. 

Centralized Services:

• Corporate Administration

• Information Technology

• Building Operations

• Corporate Safety

• Corporate Communications

• Financial Oversight

• Human Resources

• Legal and Legislative Services

Utility Reviewed: Solid Waste Services

Utility D
Shared Services 
Overview

Operating Budget Indicator Types Allocation Consideration Centralized Services examples

Salaries and 

benefits

Number of staff Recipients with higher numbers of staff 

are allocated a higher proportion of 

centralized services costs with larger 

staff complements

Payroll, recruiting services, 

organizational support, benefit 

administration, IT computer support, 

training and head office building 

operations

Other 

expenditures

Level of business 

activity

Recipients with higher levels of business 

activity are allocated a higher 

proportion of centralized business 

support costs

Purchasing, accounts payable, debt 

management, budgeting, accounts 

receivable, legal, business applications 

and corporate planning 
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