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Summary 
Senate Bill 1 (SB1) has an impact on fuel prices (an estimated $0.30 per gallon). However, the 
Exclusive Service Area Program (ESAP) rate methodology already takes into account increases in 
fuel costs and ESAP haulers are already compensated for these increases through the rates.  
 
The ESAP rates include fuel price increases of 20% since 2007, while the average price of fuel 
(including the SB1 surcharges) is only 6% more in 2018 than it was in 2007. Should the Board of 
Supervisors elect to increase rates due to SB1 fuel surcharges, these new charges will 
automatically be escalated again in 2019. Essentially, the rate payers will be charged twice and 
this increase would be compounded annually for the life of the contracts. 

Background 
Senate Bill 1, approved by the Governor on April 28, 2017, increases several taxes and fees. The 
law increased the excise tax on diesel fuel by $0.20 per gallon and the sales tax on diesel fuel by 
4% starting November 1, 2017. The law also levies a Transportation Improvement Fee (TIF) on 
vehicle registrations issued by the CA Department of Motor Vehicles (DMV) on a sliding scale 
based upon the current market value of the vehicles.1 
 
The Board of Supervisors directed staff on October 31, 2017 to review the cost increases to 
Fresno County Exclusive Service Area Program (ESAP) haulers associated with SB1 and 
recommend whether a rate increase should be approved to address these costs.  
 
At its February 6, 2018 meeting, the Board of Supervisors considered the request for a rate 
increase. The Board directed County staff to collect additional cost data from the ESAP haulers to 
determine the impacts of SB1 and postponed further consideration of the matter to the June 5, 
2018 meeting.   

SB1 Cost Estimate Methodology 
The ESAP haulers estimated that the total fuel surcharge based on the SB1 impacts would be 
$0.30 per gallon of diesel fuel. We concur that the total increase to fuel rates based on SB1 is 
$0.30 per gallon ($0.20 per gallon excise tax plus an estimated $0.10 per gallon sales tax).  
 
Seven out of nine ESAP haulers submitted the following data (in response to the original request) 
for the County to determine the cost impacts: 

• Fuel – amount of fuel used monthly over the past year and price per gallon 
• Trucks – numbers and registration information used to provide ESAP services (to ensure 

unique identifiers)  
• DMV registration fees – amount of actual fees paid for licenses over the past year, and 

actual or projected DMV registration fees for 2018 (they are billed on a rolling basis 12 
months from when they first were licensed). Commercial vehicles with an unladen weight of 
more than 10,000 pounds are exempt from the TIF (which exempts most vehicles used for 
ESAP services) 

                                            
1DMV Vehicle Industry News, VIN 2017-25, New Transportation Improvement Fee, based on California Revenue & 
Taxation Code, §§11050, 11051, and 11052; For more information: DMV Customer Communications Section at (916) 
657-6560;  
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Four out of nine ESAP haulers submitted the following data in response to the County’s request for 
additional information on first quarter 2018 fuel prices: 

• Fuel – total fleet fuel purchases, ESAP percent of fuel purchases, ESAP revenues, fuel 
percent of overall ESAP costs 

 
Based on the fuel costs provided by the four ESAP haulers responding to our request, we 
calculated that on average 5.1% of ESAP costs are attributed to fuel. This is a 1% increase 
compared to the prior information provided by seven out of nine of the ESAP haulers. A portion of 
these costs (approximately 10%) are due to the SB1 fuel surcharges of approximately $0.30 per 
gallon of diesel fuel based on current average fuel prices of $3 per gallon.  
 
Since ESAP collection vehicles are exempted from SB1 DMV registration fees, no cost impact 
from the SB1 increase to DMV fees is anticipated. 

CPI Rate Adjustment Methodology 
ESAP rates are adjusted annually based on the percentage increase of the Consumer Price Index 
(CPI). Under the ESAP agreement, cart customers are assessed an annual rate increase based on 
75% of CPI and bin customers are assessed an annual increase based on 65% of CPI. This 
differential takes into account the fixed and variable costs. Total rate increases have also included 
pass-throughs for increases in landfill tipping fees. 
 
Fuel prices are volatile. Average prices were actually 3% lower in 2017 than they were in 2007.  
The impact of the SB1 surcharge could raise 2018 prices to approximately 6% higher than they 
were in 20072 and 10% higher than they were in 2017. However, based on the CPI increases since 
2007, the ESAP rates include fuel price increases of 20% since 2007 and will be increased again 
by the ESAP CPI percentages in 2019.  
 
Thus, the ESAP rate methodology already takes into account increases in fuel costs and ESAP 
haulers are already compensated for these increases through the rates. Should the Board of 
Supervisors elect to increase rates due to SB1 fuel surcharges, these new charges will 
automatically be escalated again in 2019. Essentially, the rate payers will be charged twice. 
 

                                            
2 U.S. Energy Information Administration San Francisco Gasoline and Diesel Retail Prices, 
https://www.eia.gov/dnav/pet/pet_pri_gnd_dcus_y05sf_w.htm 

Attachment 1 
Page 3 of 7



 4 

 

 
  

$0.00
$0.50
$1.00
$1.50
$2.00
$2.50
$3.00
$3.50
$4.00
$4.50

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 1st
Quarter

2018

Average Fuel Prices

$0.00
$0.50
$1.00
$1.50
$2.00
$2.50
$3.00
$3.50
$4.00
$4.50

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 1st
Quarter

2018

Average Fuel Prices Compared to 
CPI Price Increases

Fuel Price Average ESAP CPI Fuel Price Increases

Attachment 1 
Page 4 of 7



 5 

SB1 Adjustment Analysis 
Should the Board of Supervisors elect to increase rates based on the increase in ESAP costs 
attributable to the SB1 fuel surcharges, the rates could be increased by 0.51% (10% of 5.1%) as 
shown in the tables below. Note that these increases take into account the American Avenue 
disposal increases (which are expected to be considered by the Board in May 2018). As 
discussed, we believe that these costs will be sufficiently addressed through the ESAP CPI rate 
adjustment methodology. 
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