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Presenter
Presentation Notes
Good evening!  Thank you for having me this evening as I present the finding from 2022 rate review and present our proposal for a reduced rate program.


- Rate review background

Rate review is conducted on an annual basis

* Goal: Ensure community members are charged
reasonable, fair and just rates for garbage &
recycling collection services

* Purpose: Review programmatic and financial data
submitted by all certificated haulers for accuracy
and assessment of trends/industry impacts

* Desired outcomes of each rate review cycle are
ensuring the financial health of the collection
system and adjusting rates to target a Return on

Revenue.
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Presenter
Presentation Notes
Rate review is conducted each spring. The goal of conducting annual analysis is to ensure community members are charged reasonable, fair and just rates for essential garbage & recycling collection services

The in-depth review of financial and programmatic data supplied by the haulers is an opportunity for the County to ensure each hauler is meeting the requirement of their certificate. The process is facilitated by a contracted CPA firm which looks for anomalies in reported information, recommends adjustments to align the reports with supporting documentations, and looks at year of year & industry trends.

Staff report the findings to GRAC each May and make recommendations for rate changes that impact the system. The desired outcome this evening is for this committee to make a recommendation to be moved forward to the Board. Staff will then present the rate review findings to the BBC in June, this year at a Work Session on June 14 and at the June 28 BCC Meeting.



= County authority to set collection rates

* Authority of the Code:

» Section 8.04.330 provides that increases or
decreases In the rates shall not be made by the
board unless the board finds that the increase or
decrease Is based upon an increase or decrease
In the cost of doing business or an increased
cost of additional, better or more comprehensive
service.
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Presentation Notes
Title 8.04 sections 320, 330, 340 discuss rate provisions in detail, however it is section 330 that gives the Board the authority to institute rate changes.

Pursuant to Washington County Code (WCC) 8.04.330(A), the annual rate review process ensures that any garbage and recycling collection rate changes (increases or decreases) are just, fair, reasonable, and sufficient to provide proper service to the public – while also allowing for a reasonable return for certificate holders.






- Cost of service model

Return on Revenue (ROR)
methodology is utilized

Revenues — Expenses = Profit

Profit/Revenues = Return on
Revenue

Current target ROR
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Presentation Notes
The return on revenue (ROR) methodology is a standard approach for establishing appropriate profit margins in regulated solid waste collection systems that do not require significant capital expenditures and investments.

If the prior year’s systemwide ROR is more or less than the target ROR then the financial performance of each line of business (residential, commercial, and drop box) will be further evaluated to determine areas of under or over financial performance. 

The goal is to set uniform collection rates which provide revenues that cover allowable collection costs plus a profit margin for the certificated collection companies. Variations of rates occur between rural and urban areas to account for additional transportation cost.




- 2022 Rate review findings

System Revenue $39,456,262
Income (Profit) S4,975,794

Return on Revenue (ROR) 12.61%
oo ——

Residential (can/cart) 12.14%
Commercial (container) 13.50%
Drop Box/Compactor 13.69%

12.61%
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Presentation Notes
Summary = System over performed by $1,1500,000. Each line of service would require a rate decrease to return to 10% ROR target

Line of service = each line of service over performed as well, requiring reductions of each to achieve an ROR of 10%

Residential applies to all can/cart rate for services of 90 gallons per week or less.
Commercial applies to all containerized waste for service in volume of 1 yard or larger
Drop box and compactor applies to occasional use or ongoing service and is based on each time the container is hauled.

The over earning in residential sector provides an opportunity to fund the reduced rate program we discussed at the April 14th GRAC meeting. 

*****

Line of service		Revenue needed for 10% ROR	Rate change needed 		Cost to average customer
Residential		$ (632,000)		-2.4%		$ (0.62)/month, 32 gal
Commercial		$ (287,000)		-3.9%		$ (4.23)/month, 4 yds
Drop Box/Compactor		$ (225,000)		-4.1%		$ (7.16)/haul, 10 yd box



- Balancing the system ROR

Rate

: Revenue | change
Line of reeded for | needed Cost to average

service 10% ROR for 10% customer

ROR
LESTEETIN S (632,000) $ (0.62)/month, 32 gal
Commercial EYREZAL0) $ (4.23)/month, 4 yds

Drop Box S (225,000) -4.1% S (7.16)/haul, 10 yd
/Compactor box
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Presentation Notes
As mentioned, the system over performed by $1.15 million dollars.  When looking at each sector of business the following adjustments would be required to return at a 10% ROR

…..


- Rate setting key considerations

* Variables to determining whether a rate
change should be considered

* Concentration of customer in the area served
e System impacts (foreseen and not)

* Methods of collection and transportation

* Disposal costs

* Local wage scales

e Services of management

* Investment in facilities and equipment

* Reasonable return on revenue for the haulers
* Programmatic changes
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- Equity In rate setting

&

Matro

Reduced Rate Project Goal:

Develop equitable garbage and recycling collection service rates
improving access for historically marginalized and low-income
community members in unincorporated Washington County.

Desired Outcomes:

* Increased accessibility to garbage and recycling collection
 Reduced financial barriers to garbage and recycling collection

e Collection rates that are reasonable and well understood

e Collection rates that are responsive to user economic needs
 Low-income rate program that can serve as a model for regional

partners

2030 Regional Waste Plan

Equity, health and
the environment
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Presentation Notes
The County has the responsibility of ensuring the health, safety and welfare of its community members. Many community members struggle to maintain steady access of essential services, including garbage and recycling collection. The 2030 Metro Regional Waste plan highlighted community members voices around this issue and prioritized a region wide implementation of a low-income assistance program.

Staff are confident that moving forward with a reduced rate program approval during this rate review cycle is a natural next step to a successful project launch.  We estimate that approximately 20% of residential households, within unincorporated Washington County, earn annual wages at or below 185% of the federal poverty level, or approximately $49,000 or less per year for a family of four. With this understanding, Staff recommend the County establishes an approach that increases accessibility and affordability of these essential services to all community members in our certificated service areas by implementing a reduced rate program.



- Reduced rate program net-zero funding

Standard Rate

Payer
Standard Rate COmmunity
$27.98 month/$335.76 annually Hauler COunty Partner
Participant
Discounted Rate Franchise Fees Administrative Fees
$7.00 month/$83.94 annually 3% Gross Receipts ~$15,000 annually

$1.2 million annually
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Presentation Notes
As mentioned, research concluded that 20% of the $66K community members in unincorporated Washington County could be eligible for the reduced rate program.  Based on analysis conducted of similar program, staff project a participation level of 15% of eligible households, that would mean @ 2000 households would be enrolled at peak program participation.  

The current collection rate system is a closed loop system, meaning assessments of all costs and revenues are considered annually in the rate setting process.  Staff are purposing that an integrated approach be taken to launch a reduced rate program. Offering a fixed reduced rate over an extended period-of-time offers the lowest administrative overhead, allows for continual monitoring, and offers the flexibility to be adjusted annually during the rate review process. 

Analysis determined the volume of eligible customers to be proportionately distributed amount hauler service areas. Therefore, Staff purpose the annual rate review process be used to reset the base service rate needed to fund the program in the upcoming rate cycle. For example, the system brought in $39.5 million in revenue in 2021.  Program implementation would require a counterbalance in rates of approximately $600,000 annually to reach a net-zero cost impact on the system.

With a single community group contract to process applications, the administrative cost remain low, Staff estimate $15-20 per application processed and the costs will be paid for through franchise fees. 







- Reduced rate proposal

Proposed parameters:

* Eligibility — 185% of Federal Poverty Level

* Discount— 75% reduction from standard garbage &
recycling collection service rate

Reduced rate adjustments:
* Reduced rate of $7.00 per month for 32-gal service

 §520.99 monthly/$251.82 annually (75%
reduction)

* Standard rate of $27.98 per month for 32-gal service
« % 50.70 monthly/$8.37 annually (2.5% increase)
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Presentation Notes
With this purposed program structured, Staff modeled what the standard 32 gallon can/cart customer’s annual rate impacts could be.  The standard rate payer could see an impact of 2.5% of their payment be applied to the reduced rate program (equal to $0.70 per month or $8.37 annually).  On the flipside, at a discount of 75%, the saving for a program participant would equal $20.99 per month or $251.82 annually.  



- 2022 Rate review opportunity

ROR by Line of Service

Residential 12.14%
Commercial 13.50%
Drop Box 13.69%
Total System 12.61%

Revenue — Expenses = Income (Profit)
Profit - Revenue = Return on Revenue

Estimated revenue over target ROR = $632,191
Estimated revenue needed to offset reduced rate = $609,412
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Presentation Notes
Much consideration has gone into developing a program that was simple to apply for and meets program candidates where they are at.  Strong partnerships between the haulers, the County and community actions groups will ensure the program reaches those most vulnerable and in need of receiving support in maintaining these essential services.




- Staff recommendations

 Decrease in rates for commercial & drop box customers

* Residential rates remain as established on July 1, 2021, with excess funds
over 10% ROR offsetting the costs of implementing a reduced rate
program beginning on January 1, 2023

Line of service Revenue % change to return Impact on average
Change to 10% target ROR collection rate

Commercial S(287,000) -3.9% S (4.23)/month, 4 yds
(container)
Drop S(225,000) -4.1% S (7.16)/haul, 10 yd box
box/compactor
Residential S(0) 0% Established Rates remain

(can/cart)
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Presentation Notes
Staff recommend the following adjustments, as shown in Attachment A, to become effective August 1st, 2022, upon approval by the Washington County Board of Commissioners.
.
3.9% rate decrease for commercial (container) service
4.1% rate decrease for drop box/occasional container service 
 
Additionally, staff recommends a reduced rate program be implemented on January 1, 2023, in lieu of a residential (can/cart) rate decrease. The revenue surplus of $632,191 in the residential (can/cart) line of service,  off-sets estimated revenue reduction from a reduced rate program. 
 
75% discount applied to standard residential can/cart service collection rates and recycling surcharge for households with income at or below 185% of the federal poverty level .
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