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Subject
An initial briefing on a proposed Rule and Regulation which changes the Local Hazardous Waste Management Program’s fee structure for business and multi-family residential solid waste accounts to a volume-based tiered system; proposed changes to be effective no sooner than six months after Board of Health approval.
Summary

The Local Hazardous Waste Management (Program) is proposing a structural change to its Local Hazardous Waste (LHW) fees on business and multi-family residential solid waste accounts.  The change would more fairly distribute fees among affected ratepayers, based on the volume of solid waste generated.  These changes are intended to be revenue-neutral to the Program.  The LHW rate structure for single-family residential accounts would not be affected, nor would transfer station or sewer account fees.  This is an initial briefing on the proposal.
The proposed revisions to Board of Health Code Section 11.04.060 “Fees” would change the current flat monthly LHW fee on commercial solid waste accounts (business and multi-family residential) to a three-tiered rate ranging from $1.46 to $46.15.  Tier rates would be charged for each solid waste collection service based on the size of ratepayers’ solid waste container(s) irrespective of the total number of containers.  Note, however, that some ratepayers receive multiple services, and would be charged once per service.  The proposed change would also resolve current inconsistencies between multi-family accounts in Seattle (which are charged at the Program’s residential rate of $1.08) and those in other areas of King County (which are charged at the Program’s business rate of $11.24).
Table 1: Proposed LHW Rates for Commercial Solid Waste Services (Business and Multi-Family)
	Proposed Tier
	Solid Waste Container Size
	Current LHW Fee
	Proposed LHW Fee

	1. Small volume
	< 0.48 cu. yds. (Cart or can )
	$ 11.24/mo.
	$ 1.46/mo.

	2. Medium volume
	0.48 to < 10 cu. yds. (Dumpster )
	$ 11.24/mo.
	$ 12.01/mo.

	3. Large volume
	> 10 cu. yds. (Roll-off container)
	$ 11.24/mo.
	$ 46.15/mo.


Background

The Local Hazardous Waste Management Program in King County is a multi-jurisdictional program for King County and its 38 cities.  The Program fulfills local government responsibilities under state law (RCW 70.105.220) for managing hazardous waste from residents and in limited volumes by businesses and other “small quantity generators” (medium and large quantity hazardous waste generators are directly regulated by the Washington Department of Ecology).  The Program serves King County’s 1.9 million residents and 60,000 businesses, providing safe disposal of hazardous materials, as well as delivering prevention programs to reduce exposure and risk from hazardous materials.  The Program was chartered in 1990, and is authorized under Board of Health Code 11.04.  Program funding comes through Local Hazardous Waste (LHW) fees, which are set by the King County Board of Health.  The fee structure was established in 1990 and has not changed since.  Adjustments were made to LHW fees in 1995, 2006, and 2012.

Program oversight, including approval of annual budgets and work plans, is delegated to the Program’s Management Coordination Committee.  The Management Coordination Committee is comprised of representatives 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. 

Program Funding Structure

Program revenues come from Local Hazardous Waste (LHW) fees charged to solid waste collection accounts, transfer station use and wastewater utilities.  The approximate proportion of Program revenues from LHW fee types is outlined below:  
· Solid Waste Account Fees (61%)

· Commercial (business, institutional and multi-family residential)

· Single-family residential 

· Transfer Station Fees (14%)

· Private vehicles 

· Commercial vehicles

· Wastewater (Sewer) Fees (20%)

· Grants (5%)

Solid Waste Collection - Service Types 
LHW solid waste fees are currently charged to 503,102 accounts across King County by solid waste billing entities (solid waste hauling companies and cities) which collect the fees and forward them to the Program’s Local Hazardous Waste Management Fund. 

Table 2:  Solid Waste Collection Services by Type

	Solid Waste Service Type
	Number
	Percent

	Single-Family Residential (no change proposed)
	467,462
	93%

	Commercial
	
	

	Business/Institution
	25,136
	5%

	Multi-Family Residential
	10,504
	2%

	TOTAL
	503,102
	100%


Analysis
Rate Structure Change Proposal 
The proposed changes will affect only commercial accounts, which include businesses, institutions and multi-family residential complexes. A change to the LHW rate structure is proposed to more fairly apportion fees among commercial ratepayers – by establishing a tiered system which assigns fees based on relative volume of solid waste generated (i.e., those generating small volumes would pay less than those generating large volumes).  
This proposed change would replace the existing flat-rate business fee with a three-tiered fee structure based upon solid waste container size.  Small-volume ratepayers (using carts or cans, less than or equal to 0.48 cubic yard) would pay the Tier 1 fee ($1.46).  Medium-volume ratepayers (using dumpsters, less than 10 cubic yards) would pay the Tier 2 fee ($12.01), and Large-volume ratepayers (using containers of 10 cubic yards or more) would pay the Tier 3 fee ($46.15).  Fees would continue to be charged on a per-month basis.  

The proposed fees would be applied per solid waste “service” type charged by the solid waste haulers and cities.  Billing by service type differs from the current billing unit (which is per account).  This change was preferred by the billing entities, as it enables them to systematically incorporate LHW fees within their respective billing systems. 
How the Proposed Change was Determined

Working with a consultant, the Program obtained data from solid waste billing entities, developed analytical models, and evaluated different billing methodologies - to capture relative solid waste volume within a rate structure.  Various alternatives were analyzed and presented to the billing entities and the Management Coordination Committee for feedback.  A detailed description of the analysis, alternatives considered and rationale for the recommendations presented in this proposal is contained in a report entitled Recommended Rate Design for Solid Waste Fee, Final Report (Dec. 2013) and is provided as Attachment 1.  Supplemental information which updates and clarifies the December numbers is provided as Attachment 2.
Key guidance from the Management Coordination Committee for the rate structure change proposal was to balance both fairness and feasibility:  1) fairness - in terms of achieving better equity among business and multi-family ratepayers by incorporating relative solid waste volume in the determination of LHW fees, and 2) feasibility - related to how proposed changes could most effectively be incorporated within the financial systems of our various billing partners.
The proposal represented here provides greater fee equity than the current flat rate, as it incorporates consideration of volume.  Some alternatives captured volume more precisely by incorporating frequency of pick-up, compaction, and/or multiple containers of the same size.  However, these would have resulted in a more complicated rate structure and created significant implementation challenges for the billing entities.  The selected alternative uses service type and container size as a proxy for volume, with a rate structure that can be reasonably accommodated within the billing systems of solid waste service providers.
The Program believes the existing proposal achieves increased fairness while being administratively feasible for billing entities to implement.  These recommendations were approved by the Management Coordination Committee on December 17, 2013, to be brought forward to the Board of Health for consideration.
Impacts and Affected Parties

Based upon the distribution of solid waste accounts within the tiered structure (shown in Table 1), approximately 20% of ratepayers would see a significant reduction in their fees; approximately 71% would see a slight increase; and approximately 8% would see a more significant increase.  The highest LHW rate ($46.15) would still represent less than 3% of each Tier 3 ratepayer’s solid waste collection costs.
A small percentage of commercial ratepayers (approximately 6%) have more than one service within their accounts.  Under the proposed structure changes, these ratepayers will pay LHW fees on each service.  LHW fees on about 85 percent of these multiple service accounts will be less than the Tier 3 rate.  A small number of multiple service accounts (about 30 countywide) will see LHW fees over $100/month.  Though higher in total, LHW fees for these ratepayers will be consistent with other commercial ratepayers and will remain a small proportion of their total solid waste collection costs. 
Additionally, though the rate structure for single family residential accounts is not proposed to change (remaining a flat rate per account), fees to individual ratepayers will go down slightly (from $1.08 to $0.84 per month) as a result of consistently charging multi-family complexes under the proposed volume-based system described above.

Conclusion
The Local Hazardous Waste Management Program’s Management Coordination Committee requests that the King County Board of Health consider the proposed volume-based, tiered fee model for LHW fees on commercial solid waste accounts – as detailed above.  A proposed Rule and Regulation is being developed to that effect.  If approved by the Board of Health, changes would become effective no earlier than six months after adoption - allowing billing entities the time necessary to incorporate the new rate structure into their billing systems. 
Attachments
1.  Local Hazardous Waste Management Program in King County, Recommended Rate Design for Solid Waste Fee, Final Report, FCS Group (Seattle, WA:  LHWMP, December 2013).  Cited hereafter as December 2013 Final Rate Design Report.
2.  Local Hazardous Waste Management Program in King County, Supplemental Information to December 2013 Final Rate Report.
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