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Executive Proposed Solid Waste Disposal Fees for 2019-2020
[bookmark: _Toc514166394]Executive Summary
King County’s solid waste basic fee is proposed to increase from $134.59 per ton to $140.82 per ton for 2019-2020. The increase will sustain current services and fund improvements essential to the future of the regional system. 

The proposed fee is lower than projected for 2019-2020 in the Solid Waste Division's (SWD's) last rate proposal and is increased at a rate lower than consumer inflation. The proposal reflects Metropolitan Solid Waste Management Advisory Committee (MSWMAC) feedback from partner cities that smaller, more frequent fee increases are preferred over larger, less frequent ones. 

The fee supports Solid Waste Division (SWD) services at an important crossroads. In the last year, five cities extended their interlocal agreements with the County, securing participation of all 37 partner cities through 2040. Strong regional growth continues to increase demand for SWD’s services. This rate proposal supports increased capacity and furthers County goals. Specifically, the proposed fee supports SWD’s current services including the Cedar Hills Landfill, 10 transfer facilities, and recycling programs. The added $6.23 per ton supports SWD’s activities in four categories:

· Increased cost of current services: Inflation and increases in Central Rate Agencies’ charges, and other operating costs.
· Capacity projects: Further development at the Cedar Hills Landfill and a Northeast Recycling and Transfer Station.
· Investment in infrastructure: Upkeep of existing facilities and new debt for the South County Recycling and Transfer Station.
· Meeting increased demand and County goals: Resources to meet demand for SWD services and advance County priorities including a low-income discount pilot program to help implement the Equity and Social Justice Strategic Plan.

Robust economic growth brought more tons of waste to the regional system than expected, building SWD’s reserves. A draw down of reserves is proposed to begin in 2019-2020, aiming to smooth the rate path and gradually reach a target minimum balance in 2024. The minimum balance would provide financial stability in case of a moderate economic recession.

[bookmark: _Toc514166395]Introduction

The proposed fee increase described in the following sections will sustain current services and fund improvements essential to the future of the regional system. 

[bookmark: _Toc514166396]Proposed Fees
The current basic fee is $134.59 per ton. In the 2017-2018 Rate Proposal, as modified and approved by Council, the basic rate was projected to be $141.66 per ton in 2019-2020. SWD’s new proposed $140.82 per ton fee for 2019-2020 is lower than that previous projection (See Figure 1 and Table 1, below). SWD’s projected rates for the following two biennia, 2021-2022 and 2023-2024, are slightly higher than previously projected, due to major capital capacity projects including continued development of the Cedar Hills Landfill and a new Northeast Recycling and Transfer Station. The six-year projection of future fees is designed to match the six-year planning period for the capital improvement program. 

[bookmark: _Toc514167531]Figure 1. Proposed Fee Is Below Previous Projection (Projected Fee Is Above Previous Projection)


	[bookmark: _Toc514167509]Table 1. Fee Projection Comparison

	
	Current Fee
	Proposed
2019-2020 Fee
	% Increase
	Projected
2021-2022 Fee
	% Increase
	Projected
2023-2024 Fee
	% Increase

	Projections from 2017-2018 Council-Passed Fees 
	$134.59
	$141.66
	5.3%
	$147.33
	4.0%
	$153.22
	4.0%

	New Projection
(Proposed Fee)
	$134.59
	$140.82
	4.6%
	$147.34
	4.6%
	$154.16
	4.6%



(See Appendix A for the tonnage forecast underlying the rate model used to develop this rate proposal, and Appendix B for a summary of the rate model.)

This proposed fee represents a smaller increase than if it were to simply increase at the rate of consumer inflation projected by the Office of Economic and Financial Analysis (OEFA)[footnoteRef:1] ($143.94 per ton in 2019). Under this proposal, King County would remain in the middle of the pack among neighboring jurisdictions, as shown in Figure 2, below. [1:  March 2018 OEFA Forecast] 


[bookmark: _Toc514167532]Figure 2. Under SWD’s Proposed Per Ton Fee, King County Would Remain Middle of the Pack


[bookmark: _Toc514166397]What the Fee Will Support

[bookmark: _Toc514166398]Current Services
Most of the proposed fee supports SWD’s current services including the Cedar Hills Landfill, 10 transfer facilities, recycling programs, and support services such as accounting and system-wide planning.

[bookmark: _Toc514166399]Actions Supported by the Increase
The additional revenue from the $6.23 per ton rate increase will support SWD’s activities in four categories:

Increased cost of current services - Almost half of the fee increase funds inflation, increases in Central Rate Agencies’ charges, and other costs such as new regulatory requirements on diesel exhaust fluid and enforcement of stricter recycling requirements.

Capacity projects - The fee increase also funds two major capital projects.

Further Developing Cedar Hills Landfill: Southeast Area
Under SWD’s latest tonnage projection, current Cedar Hills Landfill (CHL) capacity is expected to be exhausted in 2028. The rate proposal includes a project to develop new Cedar Hills capacity. Until further State Environmental Policy Act work is done, the proposal assumes the landfill height will not exceed the 800’ evaluated in the 2010 CHL Site Development Plan. Work on this project must begin in 2019 for it to be ready in time.

Northeast Recycling and Transfer Station
The Houghton Transfer Station in northeast King County is among the oldest stations in the transfer system. The 2007 Solid Waste Transfer and Waste Management Plan recommends closing the Houghton station and building a new Northeast transfer station. A new facility will provide the northeast service area the same level of service provided in other parts of the county—notably, modern environmental control systems and metal, wood, and yard waste recycling services, which currently are not available at Houghton.

Investment in infrastructure - The proposed fee funds upkeep on current facilities such as the Shoreline Recycling and Transfer Station dust control system and Cedar Falls Drop Box leachate collection system rehabilitations, as well as new debt issued for the South County Recycling and Transfer Station.

Meeting increased demand and county goals - The fee includes resources to handle increasing tonnage in the county system, and to address County strategic priorities of addressing climate change (the Strategic Climate Action Plan), Equity and Social Justice, investing in the County’s employees, and making King County the best run government. 

The Equity and Social Justice Strategic Plan is addressed by a low-income discount pilot program for self-haulers at transfer stations.[footnoteRef:2] The discount will be $12 off self-haul transactions to qualifying low-income customers. Customers will be able to show their ORCA Lift, Electronic Benefits Transfer (EBT), or Medicaid (ProviderOne) cards at transfer stations to qualify. Potentially 300,000 customers would be eligible. The discount would shift about $300,000 per year from low-income customers to customers who pay the standard fee (See Appendix C for more details on the proposal). [2:  SWD also conducted an assessment of the Equity and Social Justice implications of the division’s disposal fees. This assessment is available upon request.] 


Figure 3 and Table 2 below break down these four categories’ share of the rate increase.

[bookmark: _Toc514167533]Figure 3. Nearly Half of the Fee Increase Pays for Increased Cost of Current Services
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	[bookmark: _Toc514167510]Table 2. Breakdown of Fee Increase by Category of Spending

	
	$ Share of Fee Increase
	% Share of Fee Increase

	Increased Cost of Current Services
	$2.95
	47%

	Capacity Projects
	$1.73
	28%

	Investment in Infrastructure
	$1.41
	23%

	Meeting Increased Demand and County Goals
	$0.14
	2%



[bookmark: _Toc514166400]Reserve Fund Management
In recent years, the amount of disposed tonnage has been higher than projected due to the region’s burgeoning growth. These higher-than-expected tons have brought both higher revenues and operating costs. SWD proposes to use these funds to (1) make a one-time Landfill Reserve Fund deposit for essential landfill projects and (2) moderate and smooth the future rate path by drawing down reserve funds to a strategic level.
Landfill Reserve Fund Transfer - Some unexpected revenue is proposed to be transferred to the Landfill Reserve Fund (LRF) to help fund current projects and moderate future landfill reserve contributions. Under the current proposal, SWD would make a $10 million transfer from the operating fund to the LRF in 2020, in addition to the normal annual contribution. The per ton contribution rate to the LRF is expected to be around $2.20 per ton lower in 2019 (with the difference growing over time) - or roughly $2.2 million per year initially - than it would be without this additional transfer.

Rainy Day Reserve - The Rainy Day Reserve provides a ready source of revenue in case of abrupt service and revenue disruptions from natural disasters or other circumstances. This rate proposal continues past practice of maintaining a Rainy Day Reserve equal to 30 days of operating expenses.

Rate Stabilization Reserve - The Rate Stabilization Reserve is proposed to be drawn down through 2024 to maintain a gradual, smooth rate path. To prepare for a potential economic recession, SWD proposes to maintain a minimum balance in the Rate Stabilization Reserve. It has been nine years since the end of the Great Recession, and the current economic expansion is now second only to one other in length (the 1991-2001 expansion was the longest in U.S. history, at 120 months). Based on the historical impact on SWD disposal revenues from a mild recession, SWD proposes to maintain a minimum Rate Stabilization Reserve balance equal to 5 percent of projected disposal revenues in a given year. This will help to stabilize SWD operations if a moderate economic recession occurs during the rate period, with the expectation that subsequent rate proposals would respond to circumstances over the longer term.

[bookmark: _Toc514167534][bookmark: _Toc514166401]In 2019-2020, SWD will begin to draw down the reserve balances that came with higher than expected tonnage, aiming to reach the minimum level after three biennia. Figure 4 below shows the projected fund balances of the Rainy Day Reserve plus the Rate Stabilization Reserve, and the path down to their minimum combined reserve balance in 2024.

Figure 4. SWD Will Begin to Draw Down Reserves in 2019-2020

[bookmark: _Toc514166402]Eliminating the Fee On Appliances Without Regulated Refrigerants
SWD will eliminate the $10 fee currently charged on the disposal of appliances without regulated refrigerants (e.g. dishwashers), because such appliances are already simply treated as scrap metal recycling, which is not charged a fee. This has a very minimal effect on revenues due to the low fee and low volume of such transactions. 
Ensuring Code Consistency for Vehicle Categorizations
To ensure consistency with the Board of Health code definitions, SWD will move several categories of vehicles from flat rate per vehicle rates to tonnage or volume rates. This move is made in consultation with the Prosecuting Attorney’s Office and is consistent with their recommendations. 



[bookmark: _Toc514166403]Exhibit A: Tonnage Forecast Through 2024
The rate proposal was developed using a forecast of the amount of waste that will be disposed of at division facilities during the rate period. The forecast relies on established statistical relationships between waste being disposed and some economic and demographic variables that affect it, namely population, employment, and consumption (measured in terms of dollars spent for retail sales, except auto). 

This forecast assumes the recycling rate will remain at 52 percent as reported by the Washington State Department of Ecology (Ecology) for 2011 through 2014. It does not use the most recent Ecology data showing a 54 percent rate in 2015 because that rate has not yet been shown to be sustained beyond one year. 

Future forecasts could incorporate increased recycling rates if new actions show results. A 1 percent increase in the recycling rate reduces the garbage disposed by about 20,000 tons. Resource recovery (recycling that takes place after waste is delivered to division transfer stations) would be expected to increase significantly as new recycling and transfer stations are built with the ability to handle more recyclable materials and station-based resource recovery is expanded. New programs under consideration would also be expected to increase curbside recycling. Future recycling rates reported by the Ecology should show the results of these efforts as well as any suppression of recycling due to China’s recent reduction in importing recyclable materials. 

	Table A-1. Tonnage Forecast Through 2024

	 
	Basic Fee Tons
	Regional Direct
	Special Waste
	Tons Disposed
	Yard/Wood Waste
	System Tons

	2017 Actual*
	915,570
	12,161
	3,446
	931,177 
	21,966 
	953,143 

	2018
	942,121 
	9,000
	2,300
	953,421 
	21,000 
	974,421 

	2019
	951,789 
	9,000
	2,300
	963,089 
	23,500 
	986,589 

	2020
	995,756 
	9,000
	2,300
	1,007,056 
	25,000 
	1,032,056 

	2021
	1,018,811 
	9,500
	2,400
	1,030,711 
	25,700 
	1,056,411 

	2022
	1,058,156 
	9,500
	2,400
	1,070,056 
	28,000 
	1,098,056 

	2023
	1,077,007 
	9,500
	2,400
	1,088,907 
	31,000 
	1,119,907 

	2024
	1,117,620 
	9,600
	2,400
	1,129,620 
	34,000 
	1,163,620 


*Amounts for 2018 onward are projections.
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[bookmark: _Toc514166404]Exhibit B: Rate Model Through 2024
	Table B-1. Rate Model Through 2024

	
	2017 Actual
	2018
	2019
	2020
	2021
	2022
	2023
	2024

	Basic Fee (proposed)
	$134.59
	$134.59
	$140.82
	$140.82
	$147.34
	$147.34
	$154.16
	$154.16

	Percent change
	
	
	4.6%
	0%
	4.6%
	0%
	4.6%
	0%

	
	
	
	
	
	
	
	
	

	REVENUES
	
	
	
	
	
	
	
	

	Disposal Fees
	$129,771,426
	$130,251,197
	$137,611,483
	$143,923,834
	$154,137,771
	$160,117,229
	$170,697,073
	$177,255,063

	Landfill Gas
	$8,011,249
	$3,000,000
	$3,000,000
	$3,000,000
	$3,000,000
	$2,500,000
	$2,500,000
	$2,500,000

	Other Revenues*
	$6,739,890
	$13,215,324
	$6,228,590
	$6,265,227
	$6,303,140
	$6,441,235
	$6,486,230
	$6,489,734

	Total Revenues
	$144,522,565
	$146,466,521
	$146,840,072
	$153,189,061
	$163,440,910
	$169,058,464
	$179,683,303
	$186,244,797

	
	
	
	
	
	
	
	
	

	EXPENDITURES
	
	
	
	
	
	
	
	

	SWD Operating Expenditures
	$88,584,146
	$100,753,325
	$100,958,057
	$101,199,021
	$110,591,149
	$113,230,193
	$123,907,245
	$126,524,298

	Landfill Reserve Fund
	$23,759,696
	$18,739,437
	$18,322,138
	$29,688,762
	$20,713,044
	$22,120,890
	$23,130,987
	$24,638,638

	Capital Equipment Recovery Program
	$6,900,000
	$6,900,000
	$6,900,000
	$6,900,000
	$6,300,000
	$6,300,000
	$6,100,000
	$6,100,000

	Construction Fund
	$2,000,000
	$6,000,000
	$2,000,000
	$2,000,000
	$2,000,000
	$2,000,000
	$2,000,000
	$2,000,000

	Debt Service
	$12,109,342
	$13,350,000
	$19,048,262
	$23,267,327
	$27,788,360
	$27,777,485
	$27,786,035
	$32,930,593

	Cedar Hills Landfill Rent
	$3,000,788
	$3,039,274
	$3,062,000
	$3,108,000
	$3,155,000
	$3,202,000
	$3,250,000
	$3,299,000

	Total Expenditures
	$136,353,973
	$148,782,035
	$150,290,457
	$166,163,110
	$170,547,553
	$174,630,569
	$186,174,268
	$195,492,529

	
	
	
	
	
	
	
	
	

	RESERVES
	
	
	
	
	
	
	
	

	Rainy Day
	$8,159,735
	$9,365,198
	$9,739,994
	$10,098,417
	$11,232,856
	$11,440,350
	$12,309,412
	$12,938,885

	Rate Stabilization
	$49,319,854
	$45,798,877
	$43,713,970
	$32,121,771
	$25,802,282
	$21,991,931
	$16,662,422
	$8,862,753

	Total Ending Fund Balance
	$57,479,588
	$55,164,075
	$53,453,963
	$42,220,188
	$37,035,138
	$33,432,281
	$28,971,834
	$21,801,638


*Other Revenues includes: construction and debris fees, recycling fees, scrap metal sales, rental income, interest earnings, and grants. 


[bookmark: _Toc514166405]Exhibit C: Low-Income Discount Pilot Program

Policy Basis	The Equity and Social Justice (ESJ) Strategic Plan (2016-2022) states: “County and department/agency budget requests and decisions identify where budget changes impact communities of color, low income residents, and limited-English speaking populations; and, if the impacts are negative, identify ways to address and mitigate those impacts.”
· RCW 36.58.040 grants broad authority to set solid waste rates.
· RCW 81.77.195 grants authority for low-income discounts.
Customers	Provide a low-income discount to SWD’s only retail customers i.e. self-haulers at transfer stations.
Discount 	$12 discount off all transactions at the station.  This $12 is roughly 50 percent off the minimum fee for garbage.
Eligibility 	Eligible customers must live in households that make <200 percent of the federal poverty level as defined by U.S. Health and Human Services Department. About 20 percent of the population in SWD’s service area meet the proposed eligibility criteria, according to American Community Survey data.
Demographics	The demographics of transfer station self-haulers is unknown at this time. Until more evaluation is conducted, it is assumed that the demographic characteristics of low-income self-haul customers mirror the characteristics of low-income residents in the general King County population (excluding Seattle which is not part of the division’s service area).
Revenue Impact	Based on experience from other jurisdictions, 3 percent of the division’s annual 860,000 self-haul transactions are assumed to claim the discount. Total estimated reduction in revenue:  ($300k) annually.
Income 	To provide high accessibility to this program, the division will accept
Verification 	a variety of cards as proof of eligibility. These cards include ORCA Lift, EBT/SNAP (called Basic Food in WA state), and ProviderOne/Apple Health (Medicaid card). All three of these programs require participants to be at or below the 200 percent of the federal poverty level described above in the Eligibility section.  Customers who wish to receive the low-income discount program will show one of these cards upon checkout to receive the discount.
Ratepayer Impact	Revenue lost due to the low-income discount would be added to the tipping fee paid by other customers. As a result, the transfer station minimum fee would increase by about $0.05 and the typical single-family curbside bill would increase by about $0.02 per month.
Legislation 	KCC Title 10 must be amended to establish a low-income discount
Needed 	and increase the tipping fee to cover program costs. The earliest implementation date for a rate that reflects these changes is January 1, 2019.

[bookmark: _Toc514166406]Future Considerations

Curbside Customers
Another approach to analyze in the future is how to incentivize low income discounts for curbside customers.  The Solid Waste Division decided to pursue implementation of a low-income discount at the transfer stations at this time because of its administrative simplicity, direct benefit to low-income customers and short implementation lead time.
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