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** The budget assumed the same proportions of scalehouse

and automated transactions as during the previous two years.

* September 2006 through January 2007


Meeting:
Rate Review Committee, Meeting 1

Date:
Tuesday, February 27, 2007

Time:
6:00 – 7:30 p.m.

Place:
Metro Regional Center, Room 270
Agenda

I. Call to Order (10 min)
Rod Park
· Welcome and introductions

II. Last Year Review and this Year’s Work Plan (30 min.)
Tom Chaimov/Rod Park
· Summary of last year’s issues and recommendations. *

· Report on the split transaction fee. *

· Draft Committee planning calendar for this year.*

· Identification and discussion of other issues that the RRC may wish to address

Desired outcome:  Agreement on the RRC’s objectives and work scope for this year.

III. Household hazardous waste charges* (45 min.)
Jim Quinn
Metro receives and disposes of household hazardous waste (HHW) at no direct charge to users.  The net cost of handling and disposal—approximately $56 per occurrence—currently is recovered through the Regional System Fee.   Should Metro charge a direct fee for disposal?  If so, how much?

Desired outcome:  recommendation(s) on user charge for household hazardous waste.

IV. Other Business and Adjourn (5 min.)
Rod Park
Next meeting:  Thursday, March 15, 6:00 p.m., Room 270.

* Starred (*) items are included with this agenda.  Other materials will be distributed at the meeting.

All times listed on this agenda are approximate.  Items may not be considered in the exact order listed.

Please contact Tom Chaimov at Metro with any questions at chaimovt@metro.dst.or.us or 503-797-1681.

	Rate Review Committee Members, Affiliation (Representation)

	Matt Korot, City of Gresham (Recycling Interests)
	Paul Matthews, Malcolm Pirnie (Rate Setting Expertise)

	Mike Leichner, Pride Disposal (Haulers)
	Mike Miller, Gresham Sanitary (Business Finance Experience)

	Ray Phelps, Allied (Haulers)
	Michelle Poyourow, Bicycle Transport. Alliance (Citizen Interests)

	Councilor Rod Park, Chair
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List of Attachments

Agenda Item II
Last Year Review and this Year’s Work Plan

Attachment A.
Summary of Last Year’s Issues and Recommendations 

Attachment B.
Report on the Split Transaction Fee
· Year-to-date transaction counts vs. the budget assumption

· The approach to unknown elasticity effects
· Year-to-date and projected transaction fee revenue

Attachment C.
Draft Calendar for this Year
Agenda Item III
Household Hazardous Waste Charges

Attachment D.
White Paper on Household Hazardous Waste Charges
Dinner Provided

Dinner for this evening will consist of:

Meat Lasagna
Vegetarian Lasagna

Garlic Bread

Assorted Sodas

Agenda Item II 

Attachment A.  Summary of Last Year’s Issues and Recommendations 

Recommendations of the Rate Review Committee
Adopted by the Metro Council through Ordinance 06-1118

The Final Report and Recommendations of the Rate Policy Subcommittee of SWAC was accepted unanimously by SWAC on March 23, 2006 and later incorporated in the recommendations of the Rate Review Committee and adopted by the Metro Council on June 1, 2006.

The following table summarizes the main recommendations, and describes their implications for FY 2006-07 rates.  

	Issue
	Policy Question or Policy Finding
	Recommendation
	Implementation

	
	
	
	

	Sustainable purchasing
	Should Metro customers alone pay additional operating costs when specifically intended to promote production and markets for environmentally friendly products?
	The cost of sustainable products above the cost of conventional alternatives should be paid by all ratepayers, until  these products are widely available and adopted by the solid waste industry.
	Re-allocate ~$115K  in costs from the tonnage charge to the Regional System Fee.

	
	
	
	

	Self-haul
	The public policy toward self-hauling should be neutral—neither encouraging it or discouraging it.
	Self-haul prices should reflect the cost of service and be borne by the user.
	A split transaction fee to better align costs with prices.

	
	
	
	

	Private facility regulation
	Should the regulated community bear the costs of regulation? Or should these costs be borne more broadly?
	The principle that the regulated community should pay is valid, but is not currently cost-effective to administer.  
	Metro’s regulatory costs should be paid by all ratepayers (no change from current practice).*

	
	
	
	

	Tip fee issues
	What rate structure best supports Metro’s management objectives for the entire regional solid waste system?
	Address these issues within the Disposal System Planning project
	No effect on rates at this time.


Agenda Item II 

Attachment A.  Summary of Last Year’s Issues and Recommendations 

Recommendations of the Rate Review Committee
Adopted by the Metro Council through Ordinance 06-1118

Solid Waste Disposal Charges

Effective September 1, 2006 through August 31, 2007

Rate Components

FY 2005-06

FY 2006-07

Change

Transaction Fees

Scalehouse users
     $7.50

        $8.50

 $1.00

Automated scale users 
     $7.50

        $3.00

($4.50)

Per-ton rates:

Tonnage charge
   $46.80

      $46.20

($0.60)

Regional System Fee
   $14.54

      $13.57

($0.97)

Excise tax

     $8.33

        $8.35

  $0.02

DEQ & host fees
     $1.74

        $1.74

   – 0 –

Metro Tip Fee

  $71.41

     $69.86

($1.55)

Minimum load charge*
      $17


        $17

  $0.00

*Minimum load charges are based on 260 pounds in a single load in FY 2005-06, and 240 pounds in FY 2006-07.

Agenda Item II 

Attachment B

Report on the Split Transaction Fee

[image: image1.wmf]
As part of a new "neutral" stance toward self-haul, the RRC recommended—and the Council adopted—a transaction charge more directly aligned with cost of service.  The RRC anticipated that raising the scalehouse fee by one dollar over the previous year, and lowering the automated transaction charge by over half would provide enough incentive for some (unquantified) number of scalehouse customers to seek out the lower automated charge.  For each load that switched, Metro would lose $5.50 in transaction revenue (lose $8.50, gain $3.00), with no decrease in scalehouse costs in the short-run.

Metro has in fact experienced a mild shift from the scalehouse to the automated scales, as shown in the following table.

Table B.1
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To soften the revenue impact of any elasticity-induced customer shifts and for ease of administration, the RRC recommended that the per-transaction fees be rounded up.  A review of the exact unit (per-transaction) costs vs. the adopted fees is shown below.  A revenue analysis is shown on the next page.

Table B.2

Elasticity Effects Partially Addressed through Rounding-Up

Table B.3

[image: image3.wmf]Transaction Counts at Both Metro Stations

Budget Assumption*

Year-to-Date**

Count

Percent

Count

Percent

294,582

73.7%

109,283

71.2%

105,122

26.3%

44,130

28.8%

399,704

100%

153,413

100%

** The budget assumed the same proportions of scalehouse

and automated transactions as during the previous two years.

* September 2006 through January 2007


Agenda Item II

Attachment C. Committee Planning Calendar for this Year

Discussion Draft

Meeting 1
February 27

· Where we are: review of policies, rates, performance.

· This year’s work plan (scope, objectives, schedule).

· Charges for Household Hazardous Waste?

Meeting 2
March 15

· Foundations of FY 07-08 rates: budget (revenue requirements), allocation factors, tonnage.

· Discussion:  synthesis of policies, assumptions, numbers.

Option: Presentation to SWAC
March 22

Meeting 3
April 5 

· Rate discussion continued.

· Action:  recommendation of FY 2007-08 rates.

Option: Council Work Session
April 10

Option: Additional Meetings
open

Topics that have been previously identified as suitable for discussion off the regular rate-making cycle. 

· Recommendations on the purpose, role, scope, and composition of RRC.

· Recommendations on rate path management ahead of upcoming changes.  For example, a new transport contract (probably a cost increase) and retirement of the bonds (cost reduction).

· Review and comment on the adopted rate criteria; recommend changes if needed.

The Committee may wish to identify other discussion topics.

—————————

Legislative Schedule

File Rate Ordinance
April 19

First Reading
May 3
(Council approves budget for TSCC review at same meeting)

Second Reading
May 17
Drop-dead last chance second reading
May 31

Agenda Item III

Attachment D.   White Paper on Household Hazardous Waste Charges

Should Metro Charge a Fee to Household Hazardous Waste (HHW) Customers?

Introduction

From 1993 to 2001 Metro collected a fee from customers who brought in household hazardous waste to its HHW collection facilities, located at the Metro South and Metro Central transfer stations.  From 2001 through the present this fee has been waived by the Metro Council.  The current waiver ends September 30 of this year.  SWR staff is analyzing the issues associated with an HHW fee, and plans to bring this information to the Council, with the intention of either permanently eliminating the fee, or reinstating a fee. 

History

Metro’s first permanent HHW facility opened at Metro South in February of 1992.  Initially no fee was charged to customers bringing in their HHW.  In July 1993 Metro instituted a fee for these customers, charging $5 for the first 35 gallons of waste, plus $5 for each additional 35 gallons.  In November 1993 Metro’s second HHW facility opened, at the Metro Central Transfer Station.

Beginning in 1993 Metro also conducted a series of HHW collection events, intended to provide a convenient disposal option for residents located in parts of the region more distant from the permanent facilities.  No fee was collected from customers bringing HHW to these events.  In addition, Metro chose to waive the fee for customers bringing HHW in to the permanent facilities if they also paid for trash disposal at the adjacent transfer station. 

From 1993 through 2001 the average cost of handling the waste from a single HHW customer was between $82 and $118, so the $5 fee collected only covered a small percentage of the actual cost.  During the final year that the fee was collected, although over 35,000 customers brought waste to the program, only about $40,000 was collected, covering only about 1% of the HHW program’s operating costs.

Beginning in 2001 the Metro Council waived the HHW fee.  This was originally envisioned as a three-year temporary waiver, to help encourage residents to bring in old stockpiles of HHW.  (The waiver does not apply to drums and other containers larger than 10 gallons in size, for which a charge of $5- $15 a piece is collected.) In 2004 the Council extended the fee waiver for an additional two years, so that staff could hear comments from stakeholders during the RSWMP development process.  The fee waiver ended on December 31, 2006.  An ordinance passed in January 2007 extended the waiver through September of 2007, so that the issue may be considered by the Rate Review Committee.

Arguments in Favor of a Fee

As spelled out in the Interim Waste Reduction Plan passed by the Metro Council in 2006, the goal of Metro’s hazardous waste management efforts is to: “Reduce the use and improper disposal of products generating hazardous waste in order to protect the environment and human health.”
Charging a fee to HHW program customers could further this goal in two ways: providing an alternative source of revenue for the collection program, and communicating a message to customers regarding the cost of managing HHW in order to foster waste reduction.

Generating Revenue.  The primary source of funds for Metro’s HHW program is the regional system fee.  The direct cost of the program in the proposed FY 2007-08 budget is just over $3.6 million.  Approximately $0.25 of the monthly garbage bill each household in the region pays goes towards this expenditure. 

For FY 2007-08 about 48,000 customers are anticipated to bring waste to Metro’s permanent HHW facilities, while an estimated 12,000 customers will attend the “roundup” HHW collection events.  Charging a fee to HHW customers could serve to shift some of the program funding from the Regional System Fee to a more direct user-fee based source.  If all HHW customers were charged $5, this would raise about $300,000 (about 8% of the program budget); if they were charged $10, this would raise about $600,000 (about 16% of the program budget)—assuming there was no drop-off in use of service.  These amounts would, presumably, be accompanied by an equal reduction in costs now allocated to the Regional System Fee.

Sending a Message.  Arguably, charging a fee to customers as they deliver their HHW to Metro could help raise awareness that proper handling and disposal of these wastes comes at a cost.  Further, this awareness could help foster an attitude of waste reduction, encouraging residents to find alternatives to the more toxic products they use around their homes.

Arguments Against a Fee

Cost to administer.  Collecting money from customers bringing in HHW imposes a significant administrative burden.  Additional staff effort at the permanent facilities would be required to handle the approximately 48,000 annual money transactions.  Based on current average scalehouse costs, labor alone would cost about $3.50 per transaction, for a total annual cost of approximately $168,000.  This does not include any materials and services costs or allocated costs, nor does it include one-time costs that could be incurred, such as development of procedures or procurement of equipment for handling this volume of money.

While fees were not historically collected at HHW collection events, this would raise serious fairness issues, and so any restoration of the HHW fee should include fee collection at HHW collection events, including Metro’s current roundup system.  

However, collecting money at the roundups has a much higher administrative burden.  An additional staff person would be needed on site to handle money, with the awkward schedule of about five hours per collection day, around 60 days per year, for a total cost of approximately $5,600 annually.  An armored car would need to service the site both at the beginning of the day, to deliver change, and at the end of the day to pick up money collected.  Based on the Department’s current armored car contract for the transfer stations this would cost approximately $3,200 annually.  There is also an added concern regarding security at the roundups, as the staff person handling the money could be walking around the site with cash in excess of $1,000. 

Combined, these administration costs total nearly $180,000 annually.  In contrast, recovering the HHW program costs through the Regional System Fee does not incur any of these costs. 

Ineffectiveness of message.  While there may be some merit to the notion that charging a fee will send a message to residents, a fee in the range of $5 to $10 may send the wrong message—people may believe that the total cost of handling their load is only that much.  The average HHW load currently costs Metro about $56, much more than the fee they would be paying.  It may be better to have no fee, and rely on education and promotion to let residents know that there is a cost incurred by Metro, rather than giving them a mistaken impression of the true cost.

There are certainly alternative ways to deliver a message about the cost of managing HHW, such as a handout detailing the actual costs.  There are also alternative means of encouraging waste reduction, many of which are currently being undertaken by Metro’s education staff.

Increased risk of improper disposal.  While many customers using Metro’s HHW program indicate that they are willing to pay a fee for the service, and some were surprised at how low the fee was when we charged, there are certainly some potential customers who will not make the trip if they have to pay, or if they have to pay what they perceive as “too much.”  While there is little in the way of academic literature regarding the willingness of the public to pay for this sort of service, what there is does confirm the notion that fees in the $5-to-$10 range will have a substantial impact on customer participation.

In 2003 Metro conducted a survey of HHW customers; several questions related to the payment of HHW fees.  Respondents were evenly split on their willingness to pay a fee at the permanent facilities, while 58% were opposed to paying a fee at HHW events.  Of those who indicated a willingness to pay, 53% were willing to pay $5; 32% were willing to pay $10; and the remaining 15% were willing to pay $15 or more.   

If prospective customers choose not to bring in their waste, there are a number of potential health and environmental impacts.  The biggest impact would likely be increased stockpiling of hazardous waste in the home, which increases the risk of poisonings, fires, releases of hazardous materials during natural disasters, etc. While survey responses may not reflect actual behavior, in the 2003 survey 27% indicated that they would stockpile waste rather than bring it in if a fee were imposed. 

Another likely result of a fee is that some may choose to dispose of HHW with their trash.  This leads to increased risk to solid waste haulers and transfer station personnel, increased work for spotters in the transfer stations, and the need to segregate the waste and manage it in the HHW facilities, incurring all the of processing and disposal costs that would have been incurred if the waste had been properly brought in to the program. 

Finally there is a possibility that HHW may be poured down the drain, abandoned, or disposed of in other environmentally destructive ways, although this is very difficult to quantify.

Other Considerations

RSWMP stakeholder process.  During the development of the Interim Waste Reduction Plan, which will ultimately be incorporated into the Regional Solid Waste Management Plan (RSWMP), a stakeholder group was convened to focus on HHW issues.  This group expressed their opinions on a variety of issues relating to managing HHW in the region.  In discussions relating to paying for the HHW program, the group expressed a clear preference for paying through up-front fees as a part of product stewardship programs, as opposed to paying at the point of disposal. 

Other HHW programs around the country.  In the course of Metro staff’s interactions with other HHW programs around the country, the issue of HHW fees sometimes comes up.  Based on the results of a survey of HHW programs that was conducted in 2005, discussion on a national HHW listserve, and other conversations with colleagues nationwide, staff has become aware of only one HHW program that currently charges a fee.  Clearly, the consensus among program managers is that the potential benefits are outweighed by the problems associated with charging a fee.  

Summary

There are some potential benefits in charging a fee to customers using Metro’s HHW program, including generating revenue from end users, and the potential of sending a message that could help with waste reduction.  However, these must be weighed against numerous difficulties: the public would only be willing to support a small fee, covering only a modest portion of the program’s costs; a significant administrative burden would be incurred to collect the funds; and there would be a risk of increased stockpiling and improper disposal.  
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* For the last two years, the tonnage charge and Regional System Fee have been adjusted so that the tip fee paid by Metro customers was the same as if a “3rd Fee” on regulated facilities were in effect.  Consistent with the recommendation, this “magic math” adjustment was not be applied to FY 2006-07 rates.
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		FY 2006-07 Transaction Cost Analysis for Three User Groups

								User Groups

								Scalehouse (staffed scales)				Auto.Scales

				Description				Point-of-Purchase		Metro Account		Metro Account		Total

				Direct Costs

				Scalehouse (base hours)				$735,930		$45,226		$81,868		$863,024

				Scalehouse (public hours)				$399,001		$24,520				$423,521

				Management/oversight				$632,382		$38,863		$70,349		$741,593

						Subtotal		$1,767,312		$108,610		$152,217		$2,028,139

				General & Administrative Expenses*

				Automation operation/maint								$2,500		$2,500

				Accounts Receivable						$10,398		$64,102		$74,500

				Collections, bad debt						$3,737		$13		$3,750

				Point-of-purchase (PoP) costs				$70,000						$70,000

				Other G&A - base hours				$88,723		$5,452		$9,870		$104,045

				Other G&A - public hours				$48,103		$2,956				$51,059

				Other G&A - mgmt/o'sight				$311,672		$19,154		$34,672		$365,498

						Subtotal		$518,498		$41,698		$111,156		$671,352

				Debt Service*				$102,666		$6,309		$38,896		$147,871						* Half of the allocation studied by the Rate Review Committee in FY 2004-05										($20,268)

				TOTAL				$2,388,477		$156,617		$302,268		$2,847,362

				Less: allocated revenue				($56,305)		($3,692)		($7,126)		($67,123)

				equals: net rate requirements				$2,332,172		$152,925		$295,143		$2,780,239

				divided by: transaction count				277,513		17,054		105,137		399,704

				equals: Unit Cost by user group				$8.40		$8.97		$2.81		$6.96

				Figures Aggregated to Customer Classes

								Customer Classes

				Figures from table above				Scalehouse		Automated		All

				Net rate requirements				$2,485,096		$295,143		$2,780,239		2,798,803

				divided by: transaction count				294,567		105,137		399,704

				proportion of total transcations				73.7%		26.3%		100.0%

				equals: Unit Costs				$8.44		$2.81		$6.96

								2,500,876		297,927		2,798,803

								8.49		2.83

								89.4%		10.6%

								$2,503,821		$315,410		$2,819,232

				Adopted (rounded) transaction fees				$8.50		$3.00

				Actual proportion of transactions				71.2%		28.8%

				If 399,704 transactions in FY06-07				284,555		115,149

				Expected revenue				$2,485,096		$295,143

				Annual revenue projection				$2,418,715		$345,448		$2,764,163

				Overage (underage)				($66,382)		$50,305		($16,076)				net

														-0.58%

														-$55,069





post-RRC adjustments

				Solid Waste & Recycling Department FY 2006-07 Rates

				Showing Net Cost Allocations, Unit Costs, and Derivation of the Tip Fee

								Net Rate				Requirements by Rate Component																												Revenue Recovey Analysis

								Requirements				RSF		Trans.Fee		Ton.Chg.																										Net Revenue		Proposed		Revenue		Projected		Difference

				Regional Programs & Services																																				Fee		Requirement		Rate		Base		Revenue		(Proj-Req)

				Solid Waste Reduction				4,917,107				4,917,107

				Hazardous Waste Reduction				5,117,374				5,117,374																												Regional System Fee		$18,988,017		$13.57		1,399,689		$18,993,780		$5,762

				W.Reduction Education & Outreach				2,555,810				2,555,810																																		regional tons

				Private Facility Regulation				1,073,250				1,073,250

				Illegal Disposal				540,712				540,712																												Transaction Fee(s)

				Landfill Stewardship				1,620,676				1,620,676																												Scalehouse				$8.50		294,567		$2,503,820

				Other*				1,611,217				1,611,217																												Automated				$3.00		105,137		$315,411

				Subtotal				$17,436,147																																Subtotal		$2,780,239				399,704		$2,819,231		$38,991

																																														transactions

				Disposal Services

				Oversight & Management				1,248,982						1,248,982																										Tonnage Charge		$27,901,285		$46.20		603,937		$27,901,889		$605

				Scalehouse Operations				1,549,821						1,549,821																																Metro tons

				Operating Contracts*				27,901,284								27,901,284

				Subtotal				$30,700,087																																Grand Total		$49,669,541						$49,714,900		$45,358

				Administrative & Support Services

				Intra-Departmental				436,321				436,321

				Interfund				745,696				745,696

				Debt Service				369,854				369,854

				Subtotal				$1,551,871

				Total Department				$49,688,105				$18,988,018		$2,798,803		$27,901,284

										divided by:		1,399,690				603,937

												regional tons				Metro tons

										equals: unit costs		$13.57				$46.20

												per ton				per ton

												Staffed Scales				Automated Scales

												$2,501,689		Requirements		$297,113

												294,567		Transactions		105,137

												$8.49		Unit Cost		$2.83

				NOTE

				* Reflects reeallocation of sustainability costs (per RRC recommendation) in the amount of:												$110,000

						Calculation of the Metro Tip Fee

						(based on unit costs from the previous table)

								Transaction Fees*

								Staffed scales				$8.50

								Automated scales				$3.00

								Tonnage Charge				$46.20

								Regional System Fee				$13.57

								Excise Tax				8.35

								Host & DEQ fees				1.74

								Metro Tip Fee				$69.86

						NOTE

						* Adopted transaction fees are rounded up to the

						nearest 50 cents per RRC recommendation

						as a hedge against elasticity effects.





Transaction fee - how we doin

				Revenue Collection under Metro's Split Transaction Fee

						Metro allocated		$2,798,803				net costs to the Transaction charge

						in order to recover the costs of		399,704				transactions during FY 06-07.

				Transaction fees were set at				$8.50				per load for Scalehouse customers,

						and		$3.00				per load for Automated customers.

																						FY07-08 Projection

				Metro expected to recover				$2,503,820		(		89.5%		)		from Scalehouse customers;						0.38		% of 12-months of deliveries in Sep thru Jan

						and		$315,411		(		11.3%		)		from Automated customers.								*this number is based on 40.3% of annual tons loaded out in Sep05-Jan06; Joel to supply monthly load data

						for a total of		$2,819,231				without elasticity effects.								diff fr. exp.		406,321		annual loads extrapolated from Sep-Jan

						This amounts to		$20,428				more than needed to cover costs.								(4,622)		289,945		Scalehouse

																				11,240		116,376		Automated														-1.63%

				Sept06 thru Jan07 loads were				110,179				at the Scalehouses,																								expected		new projection		diff

						and		44,223				at the Automated scales.																								294,567		285,223		(9,344)		-3.2%

																				Proportion of Loads																105,137		114,481		9,344		If total loads matched projections, then this would be a shift of about 9,300 loads from the scalehouse to the automated scales.

						Extrapolated to		399,704				total transactions for the year,								Jul04-Jun06		Sep06-Jan07																		(0)

						revenue would total		$2,767,838		,										73.7%		71.4%		Scalehouse

						or		$51,393				less than requirements.								26.3%		28.6%		Automated

				(mainly due to customers switching from scalehouse to lower-priced automated scales)																Proportion of Revenue

						In fact, delivered loads are up ~		1.7%				vs. expectations for the year, so								89.5%		87.6%		Scalehouse

																				11.3%		12.4%		Automated

				the full-year revenue projection based on 5 months of transactions is…

								$2,464,530		(		87.6%		)		from Scalehouse customers;

						and		$349,129		(		12.4%		)		from Automated customers.

						for total revenue of		$2,813,659		,

						or		$14,856				less than expected.

				If total loads matched projections, then this would be a shift of about 9,300 loads from the scalehouse to the automated scales.

				Metro's Split Transaction Fee:  The Effect of Rounding

				Design parameters (to the penny)

						Loads		Fee per load								Revenue

				Scalehouse		294,567		8.49								2,501,689

				Automated		105,137		2.83								297,113

				Total		399,704		6.96		(avg.)						$2,798,802

				Rounded (as adopted)

						Loads		Fee per load								Revenue

				Scalehouse		294,567		8.50								2,503,820

				Automated		105,137		3.00								315,411

				Total		399,704		7.05		(avg.)						$2,819,231

												Overcollection if no elasticity:				$20,429				% elasticity		loads

																				1%		291,621		SH

						Overcollection (shortfall) if 1.0% of scalehouse loads switch:																108,083		auto

																$4,226						399,704

						Actual trend is about a 3.2% shift:														3.2%		285,223		SH

																($30,964)						114,481		auto

																						399,704
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Sep06-Jan07
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As part of a new "neutral" stance toward self-haul, the RRC recommended--and the Council adopted--a transaction charge more directly aligned with cost of service.  The RRC anticipated that raising the scalehouse fee by one dollar over the previous year, and lowering the automated transaction charge by over half would provide enough incentive for some (unquantified) number of scalehouse customers to seek out the lower automated charge.  For each load that switched, Metro anticipated losing $5.50 in transaction revenue (lose $8.50, gain $3.00), with no anticipated decrease in scalehouse costs.

Thus, to soften the revenue impact of any elasticity-induced customer shifts and for ease of administration, both tiers of the Transaction Fee were rounded up prior to adoption.  A review of the design parameters vs. the adopted charges is shown below along with a revenue analysis.
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Sheet1

				CENTRAL												SOUTH

				SCALEHOUSE				AUTOMATED				OTHER				SCALEHOUSE				AUTOMATED				OTHER

				CASH		ACCOUNT		CASH***		ACCOUNT		CASH		ACCOUNT		CASH		ACCOUNT		CASH***		ACCOUNT		CASH		ACCOUNT

		September-06		9211		422		17		4743		7		170		16788		577		9		4214		0		0

		October-06		8474		457		9		4905		13		195		14863		574		9		4398		0		0

		November-06		6758		352		7		4778		7		172		11552		514		5		3853		0		0

		December-06		6769		352		15		4579		5		187		11998		546		6		3847		0		0

		January-07		6496		384		15		4785		6		134		11676		520		1		4028		0		0

				37708		1967		63		23790						66877		2731		30		20340

				NOTES

				o  "Scalehouse" refers to staffed scales, or non-automated transactions where [Tax] field = 8.5

				o  "Automated" refers to automated transactions where [Tax] field = 3

				o  "Other" refers to Organics loads not subject to any transaction fee, where [Tax] = 0

				o  "Cash" are cash, check or credit card transactions, where [Pay_type] = 2 or 3 or 5

				o  "Accout" are metro account transactions, where [Pay_type] = 1

				FOOTNOTE

				***  These should be coding errors in the data from sites - can't have an "automated" cash transaction

						Either:

								1.  Transaction is truly automated, but [Pay_type] incorrectly coded as 2 or 3 or 5

								when should be 1

								OR

								2.  Transaction is truly cash, but [Tax] incorrectly coded as 3 when should be 8.5
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																										Rate_Asm

								MCS		MSS		YTD_Tot		Rate_Assumption		Year-to-Date										0.694

						Scalehouse ("Cash")		37708		66877		104585		0.694		0.681721888										0.043

						Scalehouse (Credit)		1967		2731		4698		0.043		0.0306232197										0

						Automated Scales (Credit)		23790		20340		44130		0.263		0.2876548923										0.263

								63465		89948		153413		1		1										1

						Transaction Counts at Both Metro Stations

						Budget Assumption*				Year-to-Date**

						Count		Percent		Count		Percent

						294,582		73.7%		109,283		71.2%

						105,122		26.3%		44,130		28.8%

						399,704		100%		153,413		100%

						** The budget assumed the same proportions of scalehouse

						and automated transactions as during the previous two years.

						* September 2006 through January 2007
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Note: each % point equals almost 4,000 transactions.

Rate_Assumption

Year-to-Date

Breakdown of Transaction Types 
(Rate Assumption vs. Year-to-Date Experience)
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		FY 2006-07 Transaction Cost Analysis for Three User Groups

								User Groups

								Scalehouse (staffed scales)				Auto.Scales

				Description				Point-of-Purchase		Metro Account		Metro Account		Total

				Direct Costs

				Scalehouse (base hours)				$735,930		$45,226		$81,868		$863,024

				Scalehouse (public hours)				$399,001		$24,520				$423,521

				Management/oversight				$632,382		$38,863		$70,349		$741,593

						Subtotal		$1,767,312		$108,610		$152,217		$2,028,139

				General & Administrative Expenses*

				Automation operation/maint								$2,500		$2,500

				Accounts Receivable						$10,398		$64,102		$74,500

				Collections, bad debt						$3,737		$13		$3,750

				Point-of-purchase (PoP) costs				$70,000						$70,000

				Other G&A - base hours				$88,723		$5,452		$9,870		$104,045

				Other G&A - public hours				$48,103		$2,956				$51,059

				Other G&A - mgmt/o'sight				$311,672		$19,154		$34,672		$365,498

						Subtotal		$518,498		$41,698		$111,156		$671,352

				Debt Service*				$102,666		$6,309		$38,896		$147,871						* Half of the allocation studied by the Rate Review Committee in FY 2004-05										($20,268)

				TOTAL				$2,388,477		$156,617		$302,268		$2,847,362

				Less: allocated revenue				($56,305)		($3,692)		($7,126)		($67,123)

				equals: net rate requirements				$2,332,172		$152,925		$295,143		$2,780,239

				divided by: transaction count				277,513		17,054		105,137		399,704

				equals: Unit Cost by user group				$8.40		$8.97		$2.81		$6.96

				Figures Aggregated to Customer Classes

								Customer Classes

				Figures from table above				Scalehouse		Automated		All

				Net rate requirements				$2,485,096		$295,143		$2,780,239		2,798,803

				divided by: transaction count				294,567		105,137		399,704

				proportion of total transcations				73.7%		26.3%		100.0%

				equals: Unit Costs				$8.44		$2.81		$6.96

								2,500,876		297,927		2,798,803

								8.49		2.83

								89.4%		10.6%

								$2,503,821		$315,410		$2,819,232

				Adopted (rounded) transaction fees				$8.50		$3.00

				Actual proportion of transactions				71.2%		28.8%

				If 399,704 transactions in FY06-07				284,555		115,149

				Expected revenue				$2,485,096		$295,143

				Annual revenue projection				$2,418,715		$345,448		$2,764,163

				Overage (underage)				($66,382)		$50,305		($16,076)				net

														-0.58%

														-$55,069





post-RRC adjustments

				Solid Waste & Recycling Department FY 2006-07 Rates

				Showing Net Cost Allocations, Unit Costs, and Derivation of the Tip Fee

								Net Rate				Requirements by Rate Component																												Revenue Recovey Analysis

								Requirements				RSF		Trans.Fee		Ton.Chg.																										Net Revenue		Proposed		Revenue		Projected		Difference

				Regional Programs & Services																																				Fee		Requirement		Rate		Base		Revenue		(Proj-Req)

				Solid Waste Reduction				4,917,107				4,917,107

				Hazardous Waste Reduction				5,117,374				5,117,374																												Regional System Fee		$18,988,017		$13.57		1,399,689		$18,993,780		$5,762

				W.Reduction Education & Outreach				2,555,810				2,555,810																																		regional tons

				Private Facility Regulation				1,073,250				1,073,250

				Illegal Disposal				540,712				540,712																												Transaction Fee(s)

				Landfill Stewardship				1,620,676				1,620,676																												Scalehouse				$8.50		294,567		$2,503,820

				Other*				1,611,217				1,611,217																												Automated				$3.00		105,137		$315,411

				Subtotal				$17,436,147																																Subtotal		$2,780,239				399,704		$2,819,231		$38,991

																																														transactions

				Disposal Services

				Oversight & Management				1,248,982						1,248,982																										Tonnage Charge		$27,901,285		$46.20		603,937		$27,901,889		$605

				Scalehouse Operations				1,549,821						1,549,821																																Metro tons

				Operating Contracts*				27,901,284								27,901,284

				Subtotal				$30,700,087																																Grand Total		$49,669,541						$49,714,900		$45,358

				Administrative & Support Services

				Intra-Departmental				436,321				436,321

				Interfund				745,696				745,696

				Debt Service				369,854				369,854

				Subtotal				$1,551,871

				Total Department				$49,688,105				$18,988,018		$2,798,803		$27,901,284

										divided by:		1,399,690				603,937

												regional tons				Metro tons

										equals: unit costs		$13.57				$46.20

												per ton				per ton

												Staffed Scales				Automated Scales

												$2,501,689		Requirements		$297,113

												294,567		Transactions		105,137

												$8.49		Unit Cost		$2.83

				NOTE

				* Reflects reeallocation of sustainability costs (per RRC recommendation) in the amount of:												$110,000

						Calculation of the Metro Tip Fee

						(based on unit costs from the previous table)

								Transaction Fees*

								Staffed scales				$8.50

								Automated scales				$3.00

								Tonnage Charge				$46.20

								Regional System Fee				$13.57

								Excise Tax				8.35

								Host & DEQ fees				1.74

								Metro Tip Fee				$69.86

						NOTE

						* Adopted transaction fees are rounded up to the

						nearest 50 cents per RRC recommendation

						as a hedge against elasticity effects.





Transaction fee - how we doin

				Revenue Collection under Metro's Split Transaction Fee

						Metro allocated		$2,798,803				net costs to the Transaction charge

						in order to recover the costs of		399,704				transactions during FY 06-07.

				Transaction fees were set at				$8.50				per load for Scalehouse customers,

						and		$3.00				per load for Automated customers.

																						FY07-08 Projection

				Metro expected to recover				$2,503,820		(		89.5%		)		from Scalehouse customers;						0.38		% of 12-months of deliveries in Sep thru Jan

						and		$315,411		(		11.3%		)		from Automated customers.								*this number is based on 40.3% of annual tons loaded out in Sep05-Jan06; Joel to supply monthly load data

						for a total of		$2,819,231				without elasticity effects.								diff fr. exp.		406,321		annual loads extrapolated from Sep-Jan

						This amounts to		$20,428				more than needed to cover costs.								(4,622)		289,945		Scalehouse

																				11,240		116,376		Automated														-1.63%

				Sept06 thru Jan07 loads were				110,179				at the Scalehouses,																								expected		new projection		diff

						and		44,223				at the Automated scales.																								294,567		285,223		(9,344)		-3.2%

																				Proportion of Loads																105,137		114,481		9,344		If total loads matched projections, then this would be a shift of about 9,300 loads from the scalehouse to the automated scales.

						Extrapolated to		399,704				total transactions for the year,								Jul04-Jun06		Sep06-Jan07																		(0)

						revenue would total		$2,767,838		,										73.7%		71.4%		Scalehouse

						or		$51,393				less than requirements.								26.3%		28.6%		Automated

				(mainly due to customers switching from scalehouse to lower-priced automated scales)																Proportion of Revenue

						In fact, delivered loads are up ~		1.7%				vs. expectations for the year, so								89.5%		87.6%		Scalehouse

																				11.3%		12.4%		Automated

				the full-year revenue projection based on 5 months of transactions is…

								$2,464,530		(		87.6%		)		from Scalehouse customers;

						and		$349,129		(		12.4%		)		from Automated customers.

						for total revenue of		$2,813,659		,

						or		$14,856				less than expected.

				If total loads matched projections, then this would be a shift of about 9,300 loads from the scalehouse to the automated scales.

				Metro's Split Transaction Fee:  The Effect of Rounding

				Design parameters (to the penny)

						Loads		Fee per load								Revenue

				Scalehouse		294,567		8.49								2,501,689

				Automated		105,137		2.83								297,113

				Total		399,704		6.96		(avg.)						$2,798,802

				Rounded (as adopted)

						Loads		Fee per load								Revenue

				Scalehouse		294,567		8.50								2,503,820

				Automated		105,137		3.00								315,411

				Total		399,704		7.05		(avg.)						$2,819,231

																$20,429				% elasticity		loads

																				1%		291,621		SH

						Overcollection (shortfall) if 1.0% of scalehouse loads switch:																108,083		auto

																$4,226						399,704

						Actual trend is about a 3.2% shift:														3.2%		285,223		SH

																($30,964)						114,481		auto

																						399,704
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As part of a new "neutral" stance toward self-haul, the RRC recommended--and the Council adopted--a transaction charge more directly aligned with cost of service.  The RRC anticipated that raising the scalehouse fee by one dollar over the previous year, and lowering the automated transaction charge by over half would provide enough incentive for some (unquantified) number of scalehouse customers to seek out the lower automated charge.  For each load that switched, Metro anticipated losing $5.50 in transaction revenue (lose $8.50, gain $3.00), with no anticipated decrease in scalehouse costs.

Thus, to soften the revenue impact of any elasticity-induced customer shifts and for ease of administration, both tiers of the Transaction Fee were rounded up prior to adoption.  A review of the design parameters vs. the adopted charges is shown below along with a revenue analysis.


