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Subject: 
Briefing on Local Hazardous Waste Management Program: Setting Rates for 2019-2024.
I. Summary

The purpose of this staff report is to provide a briefing on a rate adjustment that will be proposed by the Local Hazardous Waste Management Program in King County (Program) at an upcoming King County Board of Health (BOH) meeting. The BOH is responsible for setting Local Hazardous Waste (LHW) fees, in accordance with BOH Code 11.04. Rates were last adjusted in 2012, and this proposal would set LHW rates for 2019-2024.
The Program operates as a multi-jurisdictional partnership whose mission is to protect and enhance public health and environmental quality throughout King County by reducing the threat posed by the production, use, storage and disposal of hazardous materials. The Program is authorized at the state level by the Department of Ecology and at the local level by the King County Board of Health (BOH Code 11.04), and fulfills local government responsibilities under state law (RCW 70.105.220) for managing hazardous waste from residents and “small quantity” generating businesses. The Program serves all of King County - 38 cities including the City of Seattle, two tribes and unincorporated areas. 

II. Background

The Program serves 2.1 million residents and 60,000 businesses across King County, providing safe disposal of hazardous materials, as well as prevention programs to reduce exposure and risk from hazardous materials. 
Below is a high level overview of the Program. A more comprehensive briefing was provided to the Board of Health in September 2017. Additional details are provided in Attachment A to this staff report.
A. Program Operating Structure

Service Area: The Program’s service area is all of King County. 

Management Plan: The Program operates under a Management Plan, as required by the Washington State Hazardous Waste Management Act, and approved by the Washington State Department of Ecology. 
Management Coordination Committee: The King County Board of Health established a Management Coordination Committee (MCC) to oversee the Program. The Washington State Department of Ecology also designated the MCC as the Program’s official planning body. 
The Management Coordination Committee is comprised of 5 representatives – one each from Public Health - Seattle & King County, the City of Seattle, the King County Solid Waste Division, the King County Water and Land Resources Division and the Sound Cities Association. 

Residential and Business Services: The work of the Program is implemented through a Line of Business structure, and guided by the Program’s Management Plan and the MCC. The Program’s work falls in three general categories as summarized below, and further described in Attachment B to this staff report.
1. Disposal: Hazardous waste disposal at four regular collection sites - north Seattle, south Seattle, Factoria and Auburn. A mobile collection service (Wastemobile) serves other areas of King County and a home collection service is available for homebound residents. 

2. Prevention: A range of programs and services are provided to reduce exposure to hazardous materials and support residents and businesses in using safer alternatives and improving their management practices.  
3. Policy: State and local initiatives target “upstream” opportunities for sustained change in the production, use, and disposal cycles of hazardous materials - including manufacturer responsibility for disposal of hazardous products. 
Budget, Staffing and Work Plans: The Program budget is approximately $19M annually. The Program is staffed by approximately 70 FTEs, which are embedded within four partner agencies. Program services are designed and delivered through matrixed, multi-agency teams, community partners and contracted service providers. 
B. Program Funding Structure

Fees: Program funding comes through Local Hazardous Waste (LHW) fees applied to solid waste collection accounts, transfer station use and wastewater utilities in King County. Rates are applied as surcharges, and collected as pass-through fees by solid waste and wastewater entities in King County. The approximate revenue proportion is: solid waste accounts (62%), transfer stations (17%), and wastewater (21%).  There are currently 23 entities that collect LHW fees – 6 cities, 4 solid waste companies, 5 transfer stations and 8 sewer operators. 
Table 1: Local Hazardous Waste Management Program Biennial Budget

	Local Hazardous Waste – Adopted Budget
	2017
	2018

	Revenues:                                                  Fee Revenue
	$16,081,968
	$16,028,909

	Interest Revenue
	$53,956
	$15,904

	State Grant
	$427,859
	$0

	Fund Balance Draw Down
	$2,572,781
	$3,546,410

	Total Revenue
	$19,136,564
	$19,591,224

	
	
	

	Expenditures:                            Seattle Public Utilities 
	$3,524,731
	$ 3,672,730

	King County Solid Waste Division
	$3,967,225
	$ 4,104,894

	King County Water and Land Resources Division
	$6,811,628
	$ 6,822,729

	Public Health – Seattle & King County
	$4,277,631
	$ 4,422,104

	City and Tribal Contracts
	$527,201
	 $520,033

	City and Tribal Inspections
	$ 23,148
	$23,734

	Disaster Debris Contingency Fund
	$25,000
	$25,000

	Total Expenditures
	$19,136,564
	$19,591,224


Fund Balance (Reserves): The Program is required to maintain a minimum 60-day reserve of its annual budget. The current estimated fund balance at the end of 2018 is $12,984,887. In addition to required reserves, the Program’s fund balance is also used for rate stabilization within a rate period, as needed in the current flat-rate model. Reserves are accrued at the beginning of the rate period and used to augment fee revenue toward the end of the rate period. 
III. LHWMP Rate Adjustment Proposal Development
In developing the proposal, MCC considered and analyzed a range of issues and options, including:
A. Timing – whether to seek a rate adjustment beginning in 2019, or to wait until the Program’s fund balance is projected to reach its required minimum reserve level in 2021. While the estimated the estimated fund balance at the end of 2018 would be sufficient for required reserves, a 2019 start date results in a lower rate increase. A later start date would result in a higher rate increase. 
B. Duration – the preferred duration of the rate period, ranging from two to six years. MCC’s evaluation also included feedback from the Program’s billing entities, and alignment with the biennial budget processes of King County and Seattle.
C. Cost drivers – impacts of various cost increases on the Program’s operations and services, including inflation, labor, contracts and future co-location of services at the new South King County Transfer Station. Increased costs from the following factors were analyzed for the rate adjustment proposal: 
1. Inflation: The last LHW fee adjustment occurred in 2012, and was set at a flat rate that did not adjust for inflation. Inflation impacts between 2012 (the last rate adjustment) and 2024 (the end of the proposed rate period) are significant. Using the CPI-W, cumulative inflation from 2012 to 2019 is 12.7%; and 32.5% from 2012 to 2024. 

2. Labor costs: The Program’s staff are embedded in the Program’s partner agencies. Labor costs (salaries, benefits, overhead) in these agencies are projected to rise at rates 1% to 2% above inflation.

3. Disposal costs: The Program contracts with specialty licensed and permitted contractors for disposal of the hazardous waste it collects. Disposal costs are affected by increased use of services as well as contract costs that increase at rates slightly higher than inflation. 

4. Co-location at the South King County Recycling and Transfer Station: Since 2009, the Program has provided collection and disposal of hazardous materials for south King County residents and businesses from a parking lot at the Outlet Collection Mall (formerly SuperMall) in Auburn. The MCC agreed to co-locate its services with the new King County Recycling and Transfer Station being built in Algona, beginning in 2022. The costs for co-locating include annual capital repayment of $418,000/yr. and increased labor of $285,000/yr. - starting in 2022.

D. One-time or annual increases – whether to seek a one-time adjustment for the rate period, or multiple smaller annual adjustments applied over the rate period.  
E. New initiatives – how to fund strategic enhancements in three key areas: 1) equitable and community-centered service delivery, 2) increased service awareness and access for ratepayers, and 3) policy initiatives that work “upstream” to reduce human and environmental exposures. MCC evaluated whether to seek additional funding for these initiatives, or whether they could be supported by other means.

F. Underspending – how to responsibly plan for anticipated underspending. Like most programs, the Program does not fully expend its budget each year, with savings typically occurring in two areas: labor and disposal costs. Salary savings accrue from staff turnover/retirements and time lags in filling positions. Disposal savings occur due to conservative budgeting, which ensures sufficient funds to accommodate the unknown quantities and types of hazardous materials that will be received at Program facilities. MCC considered whether to reduce the proposed rate adjustment by anticipated underspending, or to apply anticipated savings to desired initiatives. 
IV. Rate Adjustment Proposal
A. Proposed Rate Adjustment Schedule

Table 2: Current and Proposed Rate Schedule for 2019 through 2024   

	Local Hazardous Waste Proposed Rates 2019-2024
(Dollars/mo.)
	2018
	2019
	2020
	2021
	2022
	2023
	2024

	
	Current Rate
	Proposed Rate

	Wastewater Fee (per 1 million gallons)
	45.79
	49.00
	52.42
	56.09
	60.02
	64.22
	68.72

	Transfer Station/Landfill Fee

Private vehicle (per trip)
Commercial vehicle (per ton)
	1.81

4.73
	1.94

5.06
	2.07

5.42
	2.22

5.79
	2.37

6.20
	2.54

6.63
	2.72

7.10

	Solid Waste Fee

Single-Family Residential (curbside/mo.)

Commercial Cart (<0.48 cu. yds./mo.)

Commercial Dumpster (>0.48 - <10 cu. yds./mo.)

Commercial Roll-Off (>10 cu. yds./mo.)
	0.84

1.46

12.01

46.15
	0.90

1.56

12.85

49.38
	0.96

1.67

13.75

52.84
	1.03

1.79

14.71

56.54
	1.10

1.91

15.74

60.49
	1.18

2.05

16.84

64.73
	1.26

2.19

18.02

69.26


Table 3: Estimated Average Rates by Ratepayer Category
	Local Hazardous Waste Proposed Rates 2019-2024: Average Rates (Dollars/mo.)
	2012-2018
	2019
	2020
	2021
	2022
	2023
	2024

	Single Family Ratepayer (Average) 

Solid Waste

	1.08 (2012-14) 0.84 (2015-18) 
	0.90
	0.96
	1.03
	1.10
	1.18
	1.26

	Wastewater
	0.26
	0.27
	0.29
	0.31
	0.34
	0.36
	0.39

	
	
	
	
	
	
	
	

	TOTAL
	1.10
	1.17
	1.25
	1.34
	1.44
	1.54
	1.65

	Multi-family Ratepayer (Average) 

Solid Waste
	0.60
	0.64
	0.69
	0.74
	0.79
	0.84
	0.90

	Wastewater
	0.16
	0.18
	0.19
	0.20
	0.22
	0.23
	0.25

	
	
	
	
	
	
	
	

	TOTAL
	0.76
	0.82
	0.88
	0.94
	1.01
	1.07
	1.15

	Business Ratepayer (Average) 

Solid Waste
	12.01
	12.85
	13.75
	14.71
	15.74
	16.84
	18.02

	Wastewater
	1.12
	1.16
	1.25
	1.33
	1.46
	1.55
	1.68

	
	
	
	
	
	
	
	

	TOTAL
	13.13
	14.01
	15.00
	16.04
	17.20
	18.39
	19.70


B. Proposed Rate Adjustment Features and Rationale: 

The following proposal is being provided to the King County Board of Health with a request to set LHW rates for 2019-2024. The proposed rate schedule provide sufficient revenue to maintain current Program services. The rate levels reflect adjustments to accommodate inflation and other cost drivers detailed below. 

6-year timeframe: The proposed rate schedule is for a six-year period, 2019-2024. This timeframe will provide predictability for Program partners and billing entities, and align with the biennial budget cycle of King County and the City of Seattle. 
2019 start date: The rate adjustment is proposed to take effect starting in 2019. The proposal also includes applying the Program’s 2018 year-end fund balance (described in Fund Balance section below) in excess of the required minimum reserve, to reduce the size of the rate increase.  
Phased, annual adjustments: The proposed rate schedule is applied in annual adjustments over the six-year period – rather than the current flat-fee model which applies the same fee each year since 2012. This avoids a large one-time increase, and accruing future reserves in excess of required minimums.  
Revenue needs: The proposed rate schedule maintains most Program services at current levels, with enhanced collection service in south King County. Increased costs are based on the four factors described in section III (C), including 1) inflation, 2) labor, 3) disposal costs and 4) co-location of services in the new south King County Recycling and Transfer Center. 

The net revenue needs are illustrated in Table 4 below. Projected available fund balance will be applied to mitigate and smooth rate increase needs over the six-year period of the proposed rate schedule. The proposed rate schedule will address the net revenue gap shown below.
Table 4: Revenue Needs from Proposed Rate Adjustment
	
	2019
	2020
	2021
	2022
	2023
	2024
	TOTAL

	Projected Revenue Gap
	$3,781,468
	$4,603,069
	$5,282,517
	$6,681,492
	$7,426,503
	$8,172,468
	$35,947,517

	Fund Balance Used
	($2,626,063)
	($2,243,171)
	($1,603,165)
	($1,577,808)
	($790,425)
	($0)
	($8,840,632)

	Net Revenue Gap 
	$1,155,405
	$2,359,898
	$3,679,352
	$5,103,684
	$6,636,078
	$8,172,468
	$27,106,885


Fund balance: The Program is required to maintain a 60-day cash-flow reserve. The timing and scale of the proposed rate schedule maintains this minimum fund balance level over the 6-year period of the proposed rate schedule. 

Mid-period review: The Program plans to request a rate review with the Board of Health in the first quarter of 2022 - following year three of the rate period. This would determine whether the full rate increase will be necessary for years 2023-2024, or whether sufficient reserves exists to allow rate increases to be reduced or eliminated for the remainder of the rate period. 
Strategic initiatives: While the proposed rate schedule is not designed to increase or expand the Program, resources will be strategically targeted for enhancements in the following key areas: 
1) Equity: providing community-centered service delivery, and addressing service gaps;

2) Access: increased service awareness and access for ratepayers; and 

3) Policy: working “upstream” to reduce human and environmental exposures.

The Program intends to support strategic initiatives in a cost-neutral way, by applying funds resulting from annual under-spending. These savings are currently estimated to be approximately $750K/yr. 

C. Outreach to Stakeholders and Ratepayers
Pre-proposal: Prior to this briefing, the Program has provided information on the pending rate proposal to the following:  
· Program partners (i.e. City of Seattle, Public Health – Seattle & King County, Sound Cities Association, King County Water and Land Resources Division, King County Solid Waste Division, city and tribal grant recipients).
· Program billing entities (i.e. solid waste collection providers, wastewater treatment service providers).
· Ratepayers – via web, customer service lines, Program staff and project networks.
In addition, as required by BOH Code, an official public notice will also be provided in advance of a public hearing and final decision by the Board of Health.
Post-proposal adoption (anticipated): After the Board of Health takes action on the proposed rate schedule, the Program will work with billing entities to notify ratepayers. In the past, this has included web-based information as well as billing inserts and responding to ratepayer referral questions.
D. Impacts to Ratepayers from Proposed Rate Schedule

V. Conclusion and Next Steps
The LHW rates are adopted via a Board of Health Rule and Regulation, which is then reflected in updated Board of Health Code. 
The Program’s billing entities have asked for six-to-nine months of lead time between adoption of the rate schedule and implementation of rate changes. A Board of Health decision on this issue in April or May of 2018 would provide sufficient time for the Program’s billing entities to implement the changes prior to a January 2019 effective date. 
The Local Hazardous Waste Management Program thanks the Board of Health for its ongoing leadership in hazardous waste management, and its commitment to reducing hazardous waste exposures in King County. 
VI. Attachments
A. Program Overview

B. Program Services

C. Program Partners and Billing entities 
D. Forecasted Program Revenues and Expenditures 2019-2024
� The LHW charge for wastewater is calculated based on “residential customer equivalent” (RCE).





� 2012-2014 Single Family Solid Waste rate was reduced by $0.24/mo. when rates were restructured in 2015.


� The average multi-family ratepayer is assumed to live in a 20 unit building with dumpster service. The sewer charge is based on volume assuming 64 RCE/unit (the formula used by King County Wastewater Treatment Division in assessing capacity charges.)





� The average business ratepayer is assumed to have dumpster service and to have a sewer charge based on using 4.3 RCEs of wastewater service per month.
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