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INTRODUCTION 
This guidebook was designed to assist local governments with analyzing the costs of the services 

that make up their integrated solid waste management (ISWM) programs. Additionally, the guide will 

assist local government staff members in using full cost accounting (FCA) to identify, collect, track 

and analyze costs associated with ISWM.  

 

 

WHY ARE WE DOING THIS ANYWAY? 

 To understand the cost of programs and be able to explain those costs 

to others 

 To answer questions about the cost of solid waste and recycling 

 To accurately price services for solid waste and recycling collection 
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WAYS TO FUND SOLID WASTE MANAGEMENT 
Funding mechanisms for local 

government recycling programs vary from 

state to state based on the enabling 

legislation in each state, as well as the 

history and preferences of each local 

government. Some of the funding 

options available to states are described 

below. 

Local Government  

Funding Tools 

GENERAL FUND APPROPRIATION 

The most straightforward funding mechanism is an appropriation from a local government’s general 

fund. Using general fund dollars to support solid waste programs does not require action by voters, 

however, it is subject to review by elected officials, who may change the amount allocated in the 

next budget cycle. This can make general fund dollars are relatively unstable way to finance solid 

waste programs. 

DISPOSAL SURCHARGES (TIPPING FEES) 

Counties with a landfill have the option to impose a surcharge for the disposal of waste on the 

disposal of waste by the cubic yard or ton, commonly called a tipping fee. The landfill operator must 

collect the surcharge and pay it to the county for use in established solid waste and recycling 

programs, consistent with state legislation and rules. In most cases, counties with their own solid 

waste disposal facilities may charge a fee for the use of those facilities, including the cost of running 

a recycling program. The amount and structure of the tipping fee and what the revenues are used 

for varies among states and by region of the United States. 
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INDEPENDENT COST SHARING 

In some states, counties and local units can work together to operate recycling programs through 

intergovernmental agreements. Each local government can use its own method of raising funds to 

pay for its share of the program cost, consistent with state legislation and rules.  

MATERIAL SALES REVENUES 

Local governments can sell recycled materials and use the sales revenues to offset the costs for 

operating the program. These can include revenues paid by a MRF, or sales of yard waste that is 

processed into compost or mulch. 

USER FEES 

In many cases, local governments may charge fees to provide services. These are rates charged in 

exchange for the provision of a service, in this case, ISWM services. Unlike taxes, fees are only 

charged to those that use the fee. Fees may be a flat rate, such as a fixed rate per household, or 

they may be variable, for example, charging different rates depending on the amount of water 

consumed by a household. 

In the context of ISWM, fees used can range from franchise or permit fees charges to haulers, permit 

fees for landfills or transfer stations, to user fees charged to residents for the use of convenience 

centers or solid waste collection services. In Kentucky, counties can charge a licensing fee of up to 

2% of gross receipts of a solid waste management facility owned or operated by businesses.  

User fees are a common way to fund solid waste programs. User fees can support an enterprise fund, 

although a local government does not have to operate an enterprise fund to charge user fees. A 

combination of user fees and tax revenues can support solid waste management, whether or not an 

enterprise fund is used. 

Typically, user fees are based on a household unit and are used to fund residential collection and 

disposal or recycling programs. Depending on state laws, user fees can fund convenience centers, 

recycling collection, solid waste collection and disposal, special waste disposal (like household 

hazardous wastes, yard waste and white goods), and even solid waste services such as education and 

enforcement. Also depending on state law, user fees cannot exceed the cost to provide the service. 
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In some localities, a private hauler collects solid waste and recycling, and the private hauler may charge 

residents a user fee directly. In other places where a private hauler collects waste, the local government 

may collect the user fee and pass it on to the private hauler. 

North Carolina local governments sometimes use availability fees to fund their programs. . Availability 

fees differ from other user fees in that they are authorized specifically to allow a local government to 

fund the availability of a solid waste disposal facility. Because North Carolina local governments may 

use fee revenues to cover more than one type of service (such as collection of solid waste in addition 

to providing the availability of a landfill), the fees are not always called an availability fee even when 

they are funding the availability of a solid waste disposal facility. 

Permitting fees are a type of user fee charged by communities to permit private haulers or landfills. 

This fee could be a one time fee, an annual fee, or an occasional fee for permit renewals. States have 

different laws governing the types of permitting fees that are authorized. 

BONDS 

Bonds may be used to help fund larger purchases such as collection vehicles, landfills and transfer 

stations.  

PUBLIC-PRIVATE PARTNERSHIPS 

Local governments and private companies can work together to fund solid waste programs.  For 

example, Athens-Clarke County Unified Government in Georgia has a public-private partnership with 

ReCommunity Recycling.  The unified governments owns the MRF where materials are sent, while 

ReCommunity operates it. 

OTHERS 

There are also less common ways to fund solid waste projects or programs. In Georgia, special 

purpose local option sales taxes have been used to fund capital projects, such as building a MRF.  In 

Columbus, GA, county inmates work on collection vehicles.  

In Kentucky, counties and waste management districts may create a “109 Board” that has the ability 

to levy a property tax to fund solid waste management programs. Some Kentucky counties have a 
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109 Board that provides solid waste management planning and decision making but does not levy 

taxes, while a few have 109 boards that do tax and also handle all solid waste issues in the county.  

State Funding Tools 

TAXES 

Some state governments charge a tax on materials or services associated with solid waste 

management, and may revert some of that funding to local governments. State legislation 

authorizing such taxes varies by state.  

GRANTS 

Grants can also help local governments fund ISWM programs. While grants cannot provide all the 

funding necessary to keep ISWM programs operating on a daily basis, they can help local 

governments expand to new services or large capital purchases more manageable. Grants can come 

from a number of sources, including state agencies, federal agencies, or non-profit organizations 

such as The Closed Loop Fund or The Recycling Partnership. 

At the time of printing, Region 4 states that offer recycling grants to local governments include 

Alabama, Kentucky, Mississippi, North Carolina, South Carolina and Tennessee. Grant opportunities 

vary by state. Grants offered by The Recycling Partnership and the Closed Loop Fund are open to all 

states. 

SPECIAL WASTE FEES 

States may adopt legislation to attach fees to special types of wastes, and then use the revenues 

from those fees to pay for properly disposing of the waste or for other purposes. For example, a 

state may charge a fee for disposing of tires or electronic waste.1  

Many states charge a fee for the disposal of scrap tires. The revenue from these fees may be used 

for a variety of purposes, depending on state law. In Alabama, a portion of the scrap tire fee 

                                       

1 MDEQ, 2010. 
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revenues goes to counties who use the funding to remediate roadside scrap tire piles and a 

marketing program to fund beneficial reuse projects. Not all states use the fees for dealing with tire 

waste. The revenues from Alaska’s tire fee are sent to the state’s general fund and are not used for 

scrap tire programs.2 

Similarly, some states charge fees to help pay for the costs associated with disposing of electronic 

waste, primarily computers and televisions. The types of electronics vary, but may include computers, 

monitors, printers and scanners. In California, the Electronic Waste Recycling Fee varies by size of the 

electronic, ranging from $3 for items between 4 and 15 inches, $4 for items 15 to 35 inches, to $5 

for items 35 inches or larger. Consumers pay the fee at the retail point of sale.3 In other states, such 

as Indiana and North Carolina, fees are paid by manufacturers through an annual registration 

requirement.4 

Enterprise Funds 

Enterprise funds are independent, self-sustaining funds supported primarily by user fees or dedicated 

taxes or millages to fund a local government’s solid waste management programs. With an 

enterprise fund system, revenues for solid waste programs are placed in a specific fund and 

committed to covering solid waste system costs. Enterprise funding has several advantage.  It makes 

full cost accounting easier, because all of the costs of the program are managed in a separate 

account. This also allows for better information for tracking costs and revenues. The purpose of an  

enterprise fund is that by relying on user charges rather than taxes, the revenues are less likely to be 

reallocated to another government service. The funds cannot be used to fill general fund needs, and 

any funds that are left over at the end of the year stay within the enterprise fund. In addition, 

                                       

2 Rubber Manufacturers Association (RMA). “State Scrap Tire Legislation Summary.” January 2015. Retrieved from: 

http://www.rma.org/download/scrap-tires/state_&_federal_reports/legislation_chart_2015.pdf.  

3 CalRecycle. “Retainer Information & Electronic Waste Recycling Fee.” April 9, 2015. Retrieved from: 

http://www.calrecycle.ca.gov/Electronics/Retailer/.  

4 N.C. Division of Waste Management. “North Carolina Electronics Management Program.”  

http://www.rma.org/download/scrap-tires/state_&_federal_reports/legislation_chart_2015.pdf
http://www.calrecycle.ca.gov/Electronics/Retailer/
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enterprise funds create a situation in which capital replacement and the cost of money is better 

accommodated. 

There are also disadvantages to operating solid waste funding using an enterprise fund. User fees 

can have a larger impact on low-income families than a progressive property tax funded system. An 

enterprise fund also places a greater administrative burden on staff to manage the financing. 

Initiating user fees can also be unpopular with residents, especially if they expect solid waste services 

to be provided from general fund revenues. 

Subsidies to the Enterprise Fund 

Generally speaking, enterprise funds are self-sustaining. However, an enterprise fund may also be 

subsidized by the local government’s general fund. Although some local governments rely entirely 

on user fees and other program revenues to fund ISWM enterprise funds, this option may not work 

for all local governments.  

Subsidizing an enterprise fund using general fund dollars may be especially useful when the 

enterprise fund is just starting. Enterprise funds may need a few years to become established as 

independent budgeting units. Local governments may also choose to subsidize an enterprise fund in 

order to keep user fees low, or while user fees are phased in over time.  

SOLID WASTE FLOW CONTROL 

Solid waste flow control is a legal provision that allows local government control of the waste 

streams generated within or imported into their jurisdiction. The primary role of flow control is to 

guarantee flow of material into an ISWM system to ensure revenues and costs, but it can also help 

local governments achieve a system of ISWM. Flow control can be either exclusionary or inclusionary. 

Exclusionary flow control seeks to keep waste out of a jurisdiction, for example, a local government 

attempting to conserve landfill capacity by keeping waste from other local governments out of the 

landfill.  Inclusionary flow control tries to keep waste within a jurisdiction, for example, so that the 

local government can benefit from landfill tipping fee revenues. 
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The Commerce Clause (Article 1, Section 8, Clause 3 of the U.S. Constitution) restricts flow control 

measures to some extent and flow control regulations have been the subject of multiple law suits 

and Supreme Court cases.  Because of this, local ordinances that seek to control the flow of waste 

into or out of a jurisdiction are often controversial and can be challenging to implement. The most 

recent Supreme Court ruling (United Haulers Association v. Oneida-Herkimer Solid Waste 

Management Authority, 2007) sided on behalf of the Solild Waste Management Authority and 

reversed an earlier decision barring the Authority to direct all waste to their landfill. One of the key 

findings of the ruling was that in order for flow control to legal, the facility to which flows are being 

directed must be publically owned and operated. 

In addition to regulatory flow control, a local government can contracts with waste haulers to or 

economic incentives to achive flow control. Contractual flow control can include requirements about 

how the contractor collects solid waste or recycling including designating facilities to which materials 

should be delivered. Under economic flow control, jurisidictions use tipping fees, rate setting, or 

other economic tools to direct mateirals toward desired facilities or away from other facilities. Unlike 

contractual or regulatory flow control, ecocnomic flow control allows for the potential of significant 

seepage of materials, and revenue, from the system.  
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FULL COST ACCOUNTING EXPLAINED 
Full Cost Accounting (FCA) is a method of identifying and reporting the costs of providing ISWM 

services to communities. It is a tool that can help local governments identify the costs of different 

ISWM programs and report those costs accurately. 

It takes into account past and future expenditures, 

overhead and support services costs, and operating 

costs. FCA can help you make informed decisions 

related to ISWM services and help you 

communicate them to the public. 

When solid waste services are paid for through the 

general fund, the cost of these services can be 

allocated to several different departments and are 

easy to overlook. FCA provides knowledge of what 

these costs are and control over managing them. 

When citizens and elected officials have questions 

about the costs of operating ISWM programs, FCA 

can provide a complete picture of the cost to 

manage our waste streams, including collection, 

composting, recycling, landfilling and waste-to-

energy.  

Because FCA provides data on the total costs of 

ISWM, it can also be used to compare the costs of 

different program options, consider changes to 

services, establish rates and user fees that are 

sufficient to recover the full costs of the services 

provided, and clarify the costs of recycling versus 

the costs of landfilling. 

 

BENEFITS OF USING  
FULL COST ACCOUNTING 

 Identifies the costs of 

ISWM services 

 Creates a planning tool for 

preparing budgets and for 

determining the future of 

ISWM services 

 Exposes hidden costs to 

allow for a more accurate 

comparison of the various 

ISWM services 

 Helps explain ISWM costs 

to the public 

Provides a way to examine 
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Using FCA within Enterprise Funds 

An enterprise fund is a separate accounting and financial reporting mechanism for local government 

services that charge a fee in exchange for goods and services. Public utilities, such as water and 

sewer services, are often accounted for as an enterprise fund. Enterprise funds allow the local 

government to determine the total cost of providing a service and to show the public which portion 

of that cost is paid for by user fees rather than by taxes. Enterprise funds do not necessarily collect 

all costs through user fees, rather, they may be subsidized by general fund revenues. 

Enterprise funds are used to account for governmental activities or services that are operated in a 

manner similar to private business. The purpose for placing a governmental activity, such as an 

integrated solid waste management program, in an enterprise fund is to clearly identify the costs 

and revenues associated with that activity or set of services and to prevent those cost and revenue 

funds from being commingled with other expenditures in the general fund. Doing so equips 

managers to manage and monitor the financial performance of the program by segregating the 

costs and revenues, including capital costs, associated with the activity or set of services. 

An important characteristic of enterprise funds is their dependence on fees and charges to support 

the operations, including dedicated tax revenue (millage) for recycling and solid waste services. In 

establishing a solid waste enterprise fund it is essential that the user fees are sufficient to support all 

costs, both operational and capital, incurred by the solid waste and recycling programs. By 

establishing user fees that recover all costs associated with the provided services, it is possible to 

track the relationship of revenues to expenditures of the solid waste and recycling services. 

An enterprise fund approach to managing services also provides for a clearer and more efficient 

method for capital planning and expenditures. It provides two major advantages for accessing capital 

markets: 1) the ability to demonstrate a reliable revenue stream to fund integrated solid waste 

management activities and therefore debt service; and 2) the ability to provide audited statements 

for all program activities. 

Developing baseline “business as usual” forecasts going out five to 10 years directly from an 

organization’s budget line item format, using cost allocation to break out costs to all major cost 
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centers (transfer, MRF, drop-off, curbside, commercial, etc.) provides an excellent tool for tracking 

and projecting financial performance. These forecasts document what financial and performance 

trends will emerge that may constrain operations and prevent achievement of goals during the 

forecast period.   

Key assumptions are documented, often with guidance from reliable sources, such as human 

resources (e.g. health insurance/benefit escalator trends). Key metrics are identified and their baseline 

values established (costs per ton and costs per capita being just a few).  This baseline forecast is 

soundly grounded in past performance data, such as tons, sources, type of material, and time period, 

as well as financial data such as program costs, comparison to budget, and allocation of costs to 

programs/sector.   

Over the years this budget forecast provides a sound foundation for decision making for both 

program managers and their administrative and elected decision makers, especially with regards to 

rate and fee setting, overhead cost allocation, restricted fund targets for capital renewal/replacement 

and the like.  It also becomes the baseline benchmark against which all proposed new program 

expansions and additions can then be measured. Once a baseline forecast is completed the 

foundation would then be established for:  

1) Annual operating budgeting in the context of longer-term financial trends and issues;  

2) Long term capital budgeting; and  

3) Near term capital and operating analysis of emerging projects such as:  

a. MRF upgrade; 

b. Rate setting for curbside contract renewal;  

c. Rate setting for disposal fees; and 

d. Rate setting for recycling tipping/processing fees. 

FCA and enterprise funds are complementary. Having FCA information in hand will allow local 

governments to feed information into budgets prepared for enterprise funds. 
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Using FCA with User Fees 

A user fee is a charge for a service or access to a facility. Examples of user fees include water and 

sewer fees, highway tolls, parking charges and park entry fees. User fees should only cover the cost 

of providing the service received. Taxes differ from user fees in that the amount each taxpayer pays 

is not directly tied to the services that he or she uses, unless the tax is a dedicated tax for a specific 

well defined purpose related to ISWM activities.  

FCA can be used to help identify the cost of providing a service, which can then be used to identify 

a rate structure that will generate the necessary revenues to operate the service.  

Accounting Methods 

The cash basis and accrual basis of accounting are the two principal methods of keeping track of a 

business’s income and expenses. They differ in terms of the timing of when transactions are credited 

or debited to accounts.  

CASH BASIS OF ACCOUNTING 

The cash basis of accounting does not recognize transactions until a check (or cash) is actually 

received and does not recognize expenses until they are actually paid.  The advantage of the cash 

basis of accounting is that it is simple to maintain and allows you to quickly see how much cash is 

actually available at any given time.  

ACCRUAL BASIS OF ACCOUNTING 

In the accrual basis of accounting, revenues and expenses are recorded when they are earned, 

whether or not the money has been received or paid yet. In other words, transactions are counted as 

soon as the order is made or the service has occurred, whether or not the money for receivables has 

actually been paid. Income is counted when the sale occurs, and expenses are counted when you 

receive the goods or services. However, the disadvantage of the accrual basis of accounting is that it 

does not provide an awareness of cash flow. 
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FCA AND ACCOUNTING METHODS 

Historically, most local governments use on the cash basis of accounting. The accrual basis of 

accounting may give a fuller picture of solid waste management because building and managing 

solid waste facilities and programs requires significant expenditures both before and after the 

facilities are in use. Some organizations choose a modified accrual approach for accounting, in which 

some transactions are recognized when cash changes hands but others are accrued. An organization 

must decide which system is best for them. 

FCA is based on principles of accrual accounting. This means that FCA annualizes certain costs that 

were incurred in the past or that will be incurred in the future.  

Under full cost accounting, past capital costs are annualized through depreciation while future capital 

costs are annualized through amortization. This helps to communicate the full costs of solid waste 

management to the public and helps local governments make sound management decisions. 

ACCOUNTING TERMINOLOGY 
In order to have the information to fill out the FCA spreadsheets, you will need to gather various 

costs associated with ISWM. There are several different types of costs that will be needed, and it will 

be helpful to understand a few categories of costs.  

Direct costs 

Direct costs are those costs that are directly linked to a specific activity, product or service. For 

example, a transfer station may incur the cost of wages and benefits for employees who operate the 

site, equipment that is used at the site, and utility bills for water and power. These are all direct 

costs.  
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Indirect (or Overhead) costs 

Costs that are not directly linked to a product or service are indirect costs, also called overhead 

costs. For example, the salary and benefits of a receptionist who answers phone calls for all local 

government offices – not just ISWM – is an example of an overhead cost. Overhead costs cannot be 

tied to a single activity. Other examples of overhead costs your ISWM program might incur include 

salaries for management and HR, legal costs that affect the whole local government, phone and IT 

systems and facilities costs. 

Operating costs 

Operating costs are expenses associated with the maintenance and administration of a business on a 

day-to-day basis.5 Operating costs are regularly recurring costs that are used over a short period, 

usually less than one year, and that are routinely incurred for ongoing operations. Salaries, wages 

and benefits are usually the largest component of operating costs. Operating costs may also include 

rent or lease payments, maintenance costs, utilities, fuel, supplies and interest payments. Operating 

costs are made up of fixed costs and variable costs. In FCA, outlays are the same as operating costs 

because the outlay and the cost occur in the same period.  

Capital costs 

The cost of large purchases that have an expected life span of several years and that are used up 

over that several year period are considered capital costs. This type of outlay is not used in the one-

year period in which it was purchased. Instead, the cost of this purchase should be spread out over 

the years in which it used.  

                                       

5 “Operating Cost.” Investopedia. Web. 
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Depreciation 

For accounting purposes, depreciation expense does not represent a cash transaction, but it indicates 

how much of an asset's value has been used up over time. This method of allocating the cost of a 

large purchase over the years of its useful life is called depreciation.  Full cost accounting uses 

straight-line depreciation to calculate depreciation costs. Under this method, the cost of a capital 

outlay is divided by the difference between the asset’s cost and its expected salvage value by the 

number of years it is expected to be used, as shown below: 

 

Amortization 

Like depreciation, amortization is a method of allocating the cost of a purchase, but in this case, we 

are paying off debt from a purchase via a fixed repayment schedule over a period of time. 

Amortization is a more sophisticated tool than depreciation, and is used for projecting the cost of 

http://www.investopedia.com/terms/a/amortization_schedule.asp
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capital, whereas depreciation is a tool for estimating roughly the amount that should be set aside in 

a capital replacement fund. A payment plan for a piece of equipment is one type of amortization.  

  



 

 
19 

GASB AND GAAP 
The Government Accounting Standards Board (GASB) is an organization that establishes accounting 

and financial reporting standards for U.S. state and local governments that follow Generally Accepted 

Accounting Principles (GAAP). GAAP are a common set of accounting principles, standards and 

procedures that local governments use to compile financial statements. Accountants use GAAP to 

ensure consistency, honesty and accuracy in managing financial information. 

GASB publishes statements intended to guide state and local governments in the use of GAAP. 

GASB’s Statement No. 55 identifies the GAAP hierarchy, which lists the order of priority of 

pronouncements that governments should follow when looking for advice on accounting and 

financial reporting. The first item on this prioritized list is GASB statements and interpretations. 

Several of these statements relate to full cost accounting for integrated solid waste management. For 

example, GASB Statement No. 18 addresses accounting for landfill closure and post-closure care. 

GASB Statement No. 51, Accounting and Financial Reporting for Intangible Assets, helps local 

governments understand when intangible assets should be considered capital assets for financial 

reporting purposes. All GASB statements can be found on GASB’s website.  

Public organizations, like private ones, should consult with a skilled public accountant about the 

intracacies of GAAP and its application to your situation. 
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REVIEW YOUR RECORDS 
In order to complete the FCA spreadsheets that 

accompany this guidebook, you will first need to 

review your existing records on the costs of your 

ISWM program. Which costs to collect for FCA can 

be a question of judgement, but we have broken 

it down into several categories to help you decide 

what to consider pulling into your analysis. In 

some states, there are laws governing what costs 

to include in an FCA analysis, but for those of you 

working on this analysis for a reason other than complying with a law, the decision will be up to you. 

The following sections outline the types of costs that could be included in an FCA analysis and 

reasons to include or exclude each.  

What activities? 

You will need to collect cost and revenue information for the following general types of activities 

within your ISWM program: 

1. Collection 

2. Disposal 

a. Landfilling 

b. Waste-to-energy 

3. Recycling 

a. Consumer products and packaging 

b. Composting 
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To ensure that you are capturing all of the activities that you are aiming to include in your FCA 

analysis, it may be helpful to write a list of the steps within your program that solid waste follows, 

from its generation to its final disposal or recovery.  

Whose costs? 

LOCAL GOVERNMENT COSTS 

The most obvious costs to include in an FCA analysis are those of the local government. This 

includes costs to collect recycling and solid waste, address field calls from residents, operate landfills, 

transfer stations and other facilities, and any other cost that is directly related to ISWM operations. In 

addition, this includes overhead costs – the costs to operate the local government that are not 

directly related to but inform or influence ISWM operations, such as administrative costs and 

managerial costs. 

VENDOR COSTS 

Costs to provide ISWM services should be included whether they are services provided by the local 

government staff or by a private contractor serving the local government. In some cases, some 

services of ISWM might be provided by a local government while others are provided to citizens by 

a private contractor. For instance, a county may have a drop-off recycling facility that is operated 

and paid for by the county, while residents of the county may also hire a waste hauler to collect 

trash at the curb. In this situation, whether or not to include the costs of the waste hauler is up to 

you, and depends on what you would like to share with your audience – citizens, management, 

elected officials or others – about your ISWM program. 

CUSTOMER COSTS 

Another consideration is which customer costs to include – residential, commercial, industrial or all 

of the above. This guidebook focuses on two sets of customers: residential and non-residential. 

However, you could use the ideas presented in this guidebook to break your costs down into 

customer sets of your own choosing as needed.  
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COMPILING FINANCIAL RECORDS 
Once you have made decisions about whose costs to include and what costs to include, you will 

need to begin collecting information to prepare the FCA spreadsheet included as a part of this 

guide.  

To perform the FCA analysis for your local government, you will need to undertake the following 

steps: 

 Step 1: Identify all of the direct costs associated with providing ISWM services. 

 Step 2: Identify all of the indirect costs associated with providing ISWM services. 

 Step 3: Use your local government’s financial records to assign the costs of ISWM services to 

the specific ISWM program (recycling collection, solid waste collection, landfill disposal, etc.). 

 Step 4: Allocate the program costs between residential and non-residential customers6. 

To accurately identify all of the costs listed in Steps 1-3 above, it will be helpful to create or gather 

the following information: 

1) A description of your program; 

2) An inventory of assets; 

3) A list of staff directly reporting to the ISWM services included in your scope; 

4) A list of overhead costs for your local government; 

5) Available financial reports. 

1) Program Description 

A first step is to write a brief description of your ISWM program, including the history of the ISWM 

services offered by your local government, the services currently offered, and your future plans. This 

does not need to take a lot of time; it can be a bulleted list. The goal is to help you identify all the 

                                       

6 From the perspective of a public program and its operators, the Customer both incurs the costs and provides revnues.   
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areas in which there are costs. Although the goal of the FCA analysis is to understand the costs of 

your current program, looking to the history or future of the program can help highlight current 

costs you might otherwise overlook, for example, the cost of purchasing the land on which a landfill 

is located, or future costs, such as landfill closures or purchasing new recycling containers. 

2) Physical Asset Inventory 

The next step in the process is to create an inventory of all the vehicles, buildings, equipment and 

land associated with your ISWM program that are owned or used by your local government.  For 

each item in your inventory, you will want to know the age, condition, make, model and any 

modifications made after it was purchased. A sample inventory is included in the spreadsheets that 

accompany this guidebook. Review the inventory and compare it to your program history – this 

could help identify gaps in either document. 

3) Human Resources Inventory 

To ensure that you’ve captured all the costs for staffing your ISWM programs, create a list of staff 

who support them. This should focus on employees who directly support ISWM programs, along 

with their wages and benefits.  

4) Overhead Costs 

After looking at the people that directly staff ISWM services, make a list of the staff members and 

departments that support ISWM indirectly, such as the budget office, the manager’s office, and 

administrative staff. This will help you understand all of the indirect costs that contribute to the 

success of ISWM.  
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5) Financial Records 

Finally, you will want to gather your local government’s financial records. This will help you fill in 

blanks where did not know information on costs as well as help you understand how your local 

government organizes its accounts.  

You will need to collect several types of costs for each of the activities listed above.  Depending on 

the solid waste services you provide, you may not have costs in each of the five categories listed 

below. 

1. Wages and Benefits 

2. General Operations and Maintenance 

3. Depreciation of Capital Outlays 

4. Amortization of Future Outlays 

5. Indirect Costs 

You may also want to consider including costs for special circumstances.  

Remediation costs at inactive hazardous waste sites. If you have an inactive landfill that requires 

corrective action for contamination of groundwater, soil or surface water, you can estimate the 

remediation costs and include those in your FCA spreadsheet. Whether or not to include these costs 

is a management choice.  

Form B: Wages and Benefits 

Under the first category, which is tracked in Form B, you will account for your annual costs related to 

solid waste services for direct labor and employee benefits for full-time, part-time and former ISWM 

employees. This category covers personnel who work directly for the ISWM program. People who do 

not work directly for ISWM, such as a city manager, will be captured as indirect costs under Form F.  

For each employee in this category, you will need the following information: 

 Name and position title 
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 Total annual wages 

 Total cost of benefits paid by the ISWM program, including any current payments for 

retirement funds, such as a 401k match 

 Total post-employment benefits, such as payments for pensions, paid by the ISWM program 

for former ISWM employees or their families 

Form B also allows you to allocate the costs of employee wages and benefits among four different 

ISWM program areas: solid waste collection, solid waste disposal, recycling and composting. You will 

need to determine the percent of time an employee spends on each program area, and enter that 

into the appropriate cell in Form B. 

Form C: General Operations and Maintenance  

The costs of general operations and maintenance are the costs incurred to acquire current assets or 

resources that are used over a relatively short period of time (usually a year or less) and that are 

required routinely to support ongoing operations. This may include parts and supplies, fuel, minor 

repairs, rent or lease payments, utility payments, office supplies and consultant fees. Operations and 

maintenance costs should not include the costs for the purchase of capital goods, cash outlays for 

repaying the principal on debt for purchasing capital goods, payments for up-front expenses such as 

siting and construction of landfills, transfer stations or other ISWM facilities, or payments for the 

closure or long-term care of existing facilities – these capital costs will be entered on Form D. 

You can also use Form C to allocate costs among the four program areas, by determining the 

amount of time a vehicle or piece of equipment is used to perform tasks for each program area.  For 

example, if a bulldozer is only used at a landfill, then 100% of that cost should be allocated to the 

disposal program area. If a truck is used three days a week to collect yard waste materials and two 

days a week to collect materials at a landfill, then you would apply 60% of the cost of the truck’s 

fuel to composting and 40% to disposal. 
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Form D: Capital Outlays 

A capital outlay is an expenditure of funds to acquire a resource that will be used for more than one 

year, such as vehicles, buildings and equipment. Under the full cost accounting approach, capital 

purchases should be depreciated. We annualize the costs of capital outlays so that we can 

understand their impact on the ISWM program over the course of their useful lives.  

Depreciation of capital outlays applies to assets purchased by your local government, including 

purchases that were financed. Interest payments should be included in this calculation. However, 

buildings, vehicles and equipment that are leased should not be included here (these go on Form C). 

Up-front costs should also be included. For example, the cost for starting up a new ISWM program, 

such as implementing a curbside recycling program, should also be considered a “capital” expense 

and depreciated over the life of the activity. This could include graphic design costs for education 

and outreach materials, purchasing recycling containers, and other start-up costs. Up-front costs for 

new activities should be depreciated over the period of time the activity will be in effect or a 

reasonable estimate of the life of the activity.  

Another example of an up-front cost that should be included in Form D is the planning, permitting 

and construction of ISWM facilities, such as landfills and transfer stations. Up-front costs for facilities 

can be depreciated using the straight-line method, over the expected life of the facility.  

Form D should also include buildings, vehicles, equipment and other capital goods, and they should 

be depreciated over their useful lives. However, for purchases that have been financed the interest 

payment should be included on Form C, as operating costs. These costs should not be depreciated. 

Typically, purchases of land are not depreciated, because they are kept indefinitely and maintain 

their value. However, when land is purchased for use as a landfill, it does have a finite useful life. 

Eventually, the landfill will be closed. This type of land purchase should be depreciated.  

Similarly to operations and maintenance costs, the costs for capital outlays can be allocated among 

the four program areas, based on how much each outlay is used by each program area. 
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Form E: Amortization of Future Outlays 

A “future outlay” is an expenditure of cash in the future that is obligated by current or prior 

activities. In cash basis accounting, outlay costs immediately reduce earnings. In accrual accounting, 

outlay costs are split across all the periods that the expense applies to and matched to related 

revenues.  This spreading out of capital expenses over a period of time is called amortization. 

Amortizing converts future outlays into annual costs. One example of a future outlay whose cost 

should be amortized for FCA is the closure and long-term care of a landfill. Even though the landfill 

may not close for many years, the landfill’s revenue can be used in part to help cover those future 

costs, ensuring that funds are available to close and care for the landfill when the time comes. 

Form E helps calculate amortization costs, but the basic idea is to take the estimated cost of the 

future outlay, subtract any amounts you have already amortized for that purpose, then divide by the 
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number of years until you will need the funds. GASB 

provides detailed guidance on accounting for the 

costs of landfill closure and post-closure costs in its 

Statement No. 18, Accounting for Municipal Solid 

Waste Landfill Closure and Postclosure Care Costs.7 

Form E also allows you to allocate the costs of 

amortization among the four identified program 

areas.  

Form F: Indirect  

or Overhead Costs 

Indirect costs are the costs of support services or 

oversight provided to the ISWM program by other 

departments or agencies of the local government. 

These may include the cost for a city attorney or city 

buildings, or other essential services that help the 

ISWM program function. Sometimes, ISWM 

programs do not include indirect costs in the solid 

waste budget. However, these costs are still part of 

solid waste services and should be captured for the 

purposes of full cost accounting. 

There are two main ways to account for indirect costs as a part of FCA. Option 1 is to calculate the 

ratio of your local government’s ISWM employees to the total number of employees. The total 

                                       

7 Governmental Accounting Standards Board. Statement No. 18 of the Governmental Accounting Standards Board: 

Accounting for Municipal Solid Waste Landfill Closure and Postclosure Care Costs. August 1993. Web. 

 

HOW TO CALCULATE INDIRECT 
COSTS (OPTION 1) 

Let’s say that your local government 

employs a total of 500 people, and 42 of 

them work on ISWM programs. The ratio 

of ISWM employees to total employees is 

expressed in the equation below: 

42/500 = 0.08 

This ratio of 0.08 can then be applied to 

indirect costs to determine how much of 

those costs should be applied to ISWM 

programs. For instance, if the total cost 

for support services such as budget, 

administrative functions, executive 

functions, tax department and office 

maintenance were $2,500,000, then 

ISWM’s share of that cost is: 

0.08 X $2,500,000 = $200,000 
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budget for each individual, group or department is then multiplied by the ratio of ISWM employees 

to total employees.  

Option 2 is to calculate the ratio of ISWM program costs as compared to overhead costs. For 

instance, if the ISWM program has direct costs of $330,000, and the local government’s total direct 

expenses are $4,200,000, then ISWM direct costs are 7.9% of total direct costs. This percentage is 

then applied to the local government’s total indirect costs to find ISWM’s share of indirect costs.  If 

total indirect costs were $800,000, then the portion ISWM is responsible for is 7.9%, or $63,200. 

Form F guides you through the process of accounting for indirect costs by using Option 1. You will 

need to enter the number of ISWM employees, the total number of employees in your local 

government, and the budget for your various indirect costs. The form will then calculate the cost of 

each indirect service to the ISWM program. The form will also allow you to allocate costs by 

program area using the number of ISWM employees in each program area. 

Form G: Cost Summary 

Form G summarizes all of the costs entered in the previous worksheets. You will need to enter 

certain revenues generated by the ISWM program, such as the sale of recycled materials. Once these 

are entered, you can use Form G to view ISWM net costs by program area.  

Form H: Cost Allocation to Residential and Commercial 

Customers 

Form H allows you to allocate the net costs of each ISWM program area by residential and 

commercial customers, assuming you have data available for the number of customers in each 

program area.  
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Form I: Unit Costs 

Form I calculates unit costs for each program area in cost per ton for residential customers and cost 

per ton for commercial customers. Calculating costs by unit helps contextualize the overall costs of 

integrated solid waste management programs.  


