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METRO COUNCIL

Work Session Worksheef

Presentation Date: March 2 Time: 1:00 PM Lengih: 45 min.

Presentation Titl_e: | FY 2004-05 Solid Waste Rates

Departmént: : Solid Waste & Recycling
Presenter: - Douglas Anderson
ISSUE & BACKGROUND

Every’Ycar, the Council adjusts solid waste rates to account for changes in costs, tonhage, and to remain
in compliance with the rate covenant of the bonds. o

An additional element in the rate process this year has been a detailed study of the Department’s cost

_ structure by the Rate Review Committee (“RRC”). The RRC requested this study after the FY 2003-04
rate process, in order to improve the quality of their recommendations. The RRC has formulated three

'~ basic recommendations that affect cost allocations and rates:

1. Maintain a financial model of the true full cost of programs and services, and
allocate fullp-loaded programs and services largely according to the current rate model.
This recommendation is based on the RRC’s‘opinion that the current rate n'l_odél (1) allocates the -
direct costs of programs and services appropriately—with the exception of private facility regulatory
costs and debt service; and (2) does not work as well for relating the costs of administration and
overhead with the activities that cause those costs. ' :

2..  Establish a new feé. ' . o :

A new fee, to be levied on non-Metro users of the system should be established. This -
recommendation is consistent with collecting the true and full costs of programs from the persons
who cause the cost—in this case, privately-owned and Metro-regulated facilities.

‘3. Extend the philosophy above to the recovery of debt service.
Debt service (amortized capital costs) should be partitioned into two elements, one representing the
cost of utilized capital, and the other representing the cost of underutilized, or “stranded” capacity.
Users—Metro customers—should pay for the utilized portion, and the entire region should pay for the
stranded capacity through the Regional System Fee. ) :

The thinking and justification behind these recommendations will be presented at the March 2 work
session. The implications of these recommendations—qualitative and quantitative—for the FY 2004-05
rates are captured in the attached rate ordinances and staff reports. Staff will also expand upon these at
.the March 2 work session. :

" The budget process this year has necessitated a tight schedule for the rate ordinances. Specifically, in
order to meet the traditional implementation date of July 1 for rates, the rate ordinances had to be filed by
February 25. This means that the RRC has not yet reviewed the quantitative implications of their
recommendations or the specific level of the FY 2004-05 rates, but plans to do so in early-to-mid
March. If the RRC or the Council recommends any substantive amendments to the rate ordinances,



BEFORE THE METRO COUNCIL

FOR THE PURPOSE OF AMENDING
METRO CODE CHAPTER 5.02 TO
AMEND DISPOSAL CHARGES AND
SYSTEM FEES

ORDINANCE NO. 04-1042

Introduced by: Michael Jordan, Chief Operating
Officer, with the concurrence of David Bragdon,
Council President

'vvvvv

WHEREAS, Metro Code Chapter 5.02 estabhshes solid waste charges for disposal at Metro
South and Metro Central transfer stations; and,

WHEREAS, Metro Code Chapter 5.02 establishes fees assessed on solid waste generated within
the District or delivered to solid waste facilities regulated by or contracting with Metro; and,

WHEREAS, pursuant to its charge under Metro Code Chapter 2.19.170, the Solid Waste Rate
Review Committee, has reviewed the Solid Waste & Recycling department’s budget and organization,
and has recommended methodological changes to the calculation of administrative and overhead costs,
and the allocation of these costs to rate bases; and, ' :

WHEREAS, Metro’s costs for solid waste programs have increased; now, therefore,
. THE METRO COUNC]L ORDAINS AS FOLLOWS: ‘

Section 1. Metro Code Secﬁon 5.02.025 ie amended to read:
15.02.025 Disposal Charges at Metro South & Metro Central Station

(a) The fee for dlsposal of solid waste at the Metro South Station and at the Metro Central
Station shall consist of: :
) The following charges for each ton of solid waste delivered for disposal:
(A)  Atonnage charge of $42-55-47.75 per ton
(B) The Regional System Fee as provided in Section 5.02.045,
© An enhancement fee of $.50 per ton, and
(D)  DEQ fees totaling $1.24 per ton;

3} All applicable solid waste taxes as established in Metro Code Chapter 7.01,
- which excise taxes shall be stated separately; and '

3) A Transaction Charge of $9.506:00 for each Solid Waste Disposal Transaction. | ‘

) Notwithstanding subsection (a) of this section, there shall be a minimum solid waste
disposal charge at the Metro South Station and at the Metro Central Station for loads of solid waste
weighing 2203490 pounds or less of $17, which shall consist of a minimum Tonnage Charge of $7.5041-00
plusa Transactlon Charge of $9.506-69 per Transaction.
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(© Total fees assessed in cash at the Metro South Station and at the Metro Central Station
shall be rounded to the nearest whole dollar amount, with any $0.50 charge rounded down.

(d) The Director of the Solid Waste & Redycling Department inay waive disposal fees
created in this section for Non-commercial Customers of the Metro Central Station and of the Metro
South Station under extraordinary, emergency conditions or circumstances.

Section 2. Metro Code Section 5.02.045 is amended to read:

5.02.045 System Fees

(a Regional System Fee: Solid waste system facility operators shall collect and pay to
Metro a Regional System Fee of $13.2036:57 per ton for the disposal of solid waste generated,
originating, collected, or disposed of within Metro boundaries, in accordance with Metro Code Section

5.01.150.

- (b) Metro Facility Fee: Metro shall collect a Metro Facility Fee of $1.09 per ton for all solid
waste delivered to Metro Central Station or Metro South Station.

: (c) System fees described in paragraph (a) shall not apply to exemptions listed in Section
£ 5.01.150(b) of this Code. : .
Section 3. Effective Date

The provisions of this ordinance shall become effective on July 1, 2004, or 90 days after adoption by
Metro Council, whichever is later. - -

ADOPTED by the Metro Council this day of -, 2004.

.David Bragdon, Council President .

ATTEST: ; Approved as to Form:

. Christina Billington, Recording Secretary Daniel B. Cooper; General Counsel
m\rem\od\proj ".," ion\ch502ratesord.doc
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STAFF REPORT

IN CONSIDERATION OF ORDINANCE NO. 04-1042 FOR THE PURPOSE OF
AMENDING METRO CODE CHAPTER 5.02 TO AMEND DISPOSAL CHARGES
AND SYSTEM FEES

Date: February 24, 2004 Prepared by: Douglas Anderson

BACKGROUND
Summary

Ordinance No 04-1 042, and a compamon Ordinance No. 04-1043, would establish soltd waste
fees (but not excise tax) for FY 2004-05. The two ordinances are related, and changes to one
should be reflected in changes to the other.

- Ordinance No. 04-1042 is the basic rate ordinance adopted by Council each year. This ordinance
amends Metro Code Chapter 5.02 to set three basic rates: the transaction fee and tonnage charge
at Metro transfer stations, and the Regional System Fee charged against all regional solid waste
disposal. By setting these rates, the Metro tip fee is established. The ordinance also adjusts the
minimum load charge to reflect these changes.

" “Depending on the Council’s decisions on the Solid Waste & Recycling budget, acceptance of the
recommendations of the Solid Waste Rate Review Committee, and the FY 2004-05. excise tax, the
Metro tip fee would rise from its current 367.18 per ton to either $68.44. or. $70.97 per. ton—an
increase ranging from $1.26 to $3.79 per ton. This increase is exaggerated by the fact that the
current tip fee is subsidized by $1, but the FY 2004-05 rates are proposed at their full cost recovery
levels. Depending on these same decisions, the transaction fee (an important component of the
disposal charge at Metro transfer stations) would remain flat at $6.00 or rise as much as $3.50, to
$9.50. - This difference is largely a function of the Solid Waste Rate Review Committee
recommendations. -

The companion Ordinance No. 04-1043 amends Metro Code Chapter 5.03 to establish new license
and franchise fees to be charged at privately-owned facilities. . These new fees, recommended by -
the Solid Waste Rate Review Committee, are designed to recover Metro’s costs of regulating
private facilities. Unlike Metro’s other rates, the new license/franchise fees would not be incurred
by customers of Metro transfer stations. By absorbing some of the costs currently recovered by
the Regional System Fee, these new. charges reduce the Regional System Fee. If Ordinance No. 04-
1043 is not adopted, the level of the Regional System Fee in Ordinance No. 04-1042 would have to -
be adjusted.

Because of the budget schedule this year, the numerical values of the FY 2004-05 rates had not
been reviewed by the Solid Waste Rate Review Committee as of the filing deadline for. the
ordinances. This review is expected before mid-March, and should be forwarded to Council prior
to March 25, which is the last day to make substantive amendments to the ordinances and remain
on track for a July 1 implementation date for the new rates. :

Every year, the Council adjusts solid waste rates to account for changes in costs, tonnage, and to remain
in compliance with the rate covenant of the bonds. Council must adopt rates by ordinance. The Metro
Charter requires at least 90-days between adoption of the rate ordinance and the effective date of the rates.

Staff Report to Ordinance No. 04-1042
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Historically, Metro has targeted July 1 as the effective date for new rates. .This date is a matter of
convenience, allowing for business planning and coordination by Metro, local governments and the solid
waste industry. However, there is no legal requirement to meet this date.

An additional element this yeér is a detailed study of the Departmént’s cost structure by the Solid Waste
Rate Review Committee (“RRC”). The RRC requested this study after the FY 2003-04 rate process, in
oi'der_ to improve the quality of their professional recommendations. '

- The cost study has implications for rates, because a basic starting principle in rate-setting (and articulated
by the RRC) is that recovery of costs should be related to the causes of those costs. More simply put,
users (or beneficiaries) should pay for the goods and services they consume, all else equal. If the cost is
generated by a public policy choice—say, the provision of hazardous waste collection—then the
beneficiaries should pay. ‘For example, in the case of hazardous waste, all regional ratepayers contribute
to paying the costs of Metro’s program. . :

The RRC recognizes that this principle is a starting point, and not the only determinant of rates.
However, the RRC felt that they were not in a position to give Council the best advice until they had a
firmer empirical grasp on the basic mechanisms that generate Metro’s solid waste costs.

As a result of the cost study, the RRC makes 3 general recommendations on allocations and rates, listed
below. Ordinances No. 04-1042 and 04-1043 reflect these recommendations on cost allocations. As
mentioned in the summary, however, the RRC has not yet reviewed the specific numerical FY 2004-05
results of these allocation policies, as the budget was not yet available.

: , Summary ,
Rate Review Committee Recommendations on Cost Allocations and Rates

1. Maintain afinancial model of the true full cost of programs and services, and.
allocate fully-loaded programs and services largely according to the current rate model.
This recommendation is based on the RRC’s opinion that the current rate model (1) allocates the
direct costs of programs and services appropriately—with the exception of private facility regulatory
costs and debt service; and (2) does not work as well for relatingthe costs of administration and
overhead with the activities that cause those costs. See Table 1 (next page) for more details.

2 Establish a new Jee. _
A new fee, to be levied on non-Metro users of the system should be established. This
recommendation is consistent with collecting the true and full costs of programs from the persons
who cause the cost—in this case, privately-owned and Metro-regulated facilities.

3. Extend the philosophy above to the recovery of debt service.
Debit service (amortized capital costs) should be partitioned into two elements, one representing the
cost of utilized capital, and the other representing the cost of underutilized, or “stranded” capacity.
Users—Metro customers—should pay for the utilized portion, and the entire region should pay for the

stranded capacity through the Regional System Fee.

For more background on these points, sce Table 1, “Rate Review Committee Preliminary Findings on
Cost Allocations,” on the following page. i :

Staff Report to Ordinance No. 04-1042
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| “Table 1 :
Rate Review Committee Preliminary Findings on Cost Allocations

Center | Direct Costs i Administrative Support & Overhead

Disposal Currently allocatedto - | Administration & overhead are currently allocated to all regional

services Metro customers. RRC ratepayers through the RSF. Therefore, Metro customers as a group
agrees with status quo pay for administration & overhead in proportion to tonnage—currently

47.5%, or about $3.l million. Non-Metro customers pay the balance.

The RRC’s preliminary findings on the $6.45 million in
administration, overhead and service transfers in the FY 2003-04
budget, are:*

O Disposal operations generate administrative and overhead costs of
about $2.10 million. This amount should be paid by the persons
who cause those costs; namely, transfer station customers.

Currently allocated to all | & Regional programs (such as hazardous waste and waste reduction)

Programs : dous wast
regional ratepayers are responsible for about $4.15 million. This amount'should be
through the RSF. : paid by the beneficiaries of those programs; namely, all regional .
ratepayers.
RRC recommends that O Private facility regulation generates about $204,000 of
regulatory and auditing administration and overhead. This amount should be paid by the.
functions be allocated to persons who cause those costs; namely, Metro-regulated facilities.
a new fee paid by non- .
Metro customers, and In order to better associate the activities that generate these costs, the
agrees that the balance RRC recommends that:
should rémain allocated 1. The true administrative costs of programs and services be
to the RSF. established; .
2. ‘These costs be added to the direct costs of programs and services;
3. - These fully-loaded programs and services be allocated to rate
bases according to the recommendations on direct costs (column
left). A
Debt Recommend dividing into two parts, representing (1) utilized capacity & (2) underutilized, or
service “stranded” capacity. Allocate the utilization portion to Metro customers (representing paymerit for

use), and the stranded portion to the RSF (representing policy that all ratepayers should pay for
public investments undertaken on the behalf of the region).

* Observation. A fair allocation of administration & OH costs to Metro customers would be the entire
$2.1 million associated with disposal operations, plus $2 million (47.5%, the tonnage share) of the costs
associated with regional programs, for a total of $4.1 million. Thus, the “tonnage share” allocation that is
implicit within the current rate model collects about $1 million less from Metro customers than when full
costs and cost causation are accounted for. :

Comparative Analysis of the Rates

Staff employed the RRC’s allocation recommendations to calculate the rates in this ordinance. These
rates and the effect on Metro’s tip fee are shown in the following table. The figures in the colunm under
“This Ordinance” are the rates implemented by Ordinance No. 04- 1042 as filed.

Although the overall increase in the tip fee is reasonable and in historical range (less than $2, or 1.9
percent), the changes in the various components are large (over 50 percent increase in the case of the
transaction fee): In the past, the RRC has recommended against abrupt “steps” in the rates; and for this
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reason, staff expects the RRC to look critically at the implementation path and phasing of its
recommendation once the committee has had the opportunity to review these results.

: Table 2
Components of the Metro Tip Fee & Change, FY 2003- 04 to 2004 0s -
Shown for 2 Different Rate Models and 2 Excise Tax Scenarios

(all figures in dollars per ton)

Current FY 2004-05 Rates

) Rates Based on Current Rate Model This Ordinance
Rate Component . (FY 2003-04) Rates Change Rates Change
Transaction Fee - $6.00 $6.00 - $9.50 $3.50
Disposal Operations $4255 $43.79 - $1.24 $47.45 $4.90 -
Regional System Fee $16.57 $16.30 ($0.27)1 $13.20 ($3.37)! -
Excise Tax $ 632 $ 6.612 $0.29 $ 6.612 $0.29
DEQ Fees $ 1.24 $ 1.24 - $ 1.24 -
Host Fee $ 0.50 $ 0.50 - $ 050 -
Tip Fee _ $67.181 $ 68.44 $1.26 $69.00 $1.82
With new excise tax? $67.18 $70.41 $3.23 $70.97 $3.79

1 The FY 03-04 rate is subsidized (“bought down”) by the fund balance. The unit cost is about $1 higher at $17.56, making
the unsubsidized tip fee $68.18/ ton. For better comparability, $1 should be subtracted from the changes. (For example, the
2004-05 tlp fee under the current rate model would become an increase of only 26¢ rather than $1.26.)

2 . Assumes extension or elimination of the sunset on the tax for Parks The resulting total rate of $6.61 is: base excise tax
rate of $5.58, plus $1.03 for Parks. .

3 Assumes $8.58 total rate = base excise tax rate of $5.58 + $3.00 additional tax.

Metro also imposes charges on privately-owned facilities and non-system licensees. These charges are
.added to the private per-ton costs. The fees are shown in Table 3.

Table 3
Components of Metro Charges on Privately-Owned, Metro-Regulated Facilities -

Rates and Changes, FY 2003-04 to 2004-05
Shown for 2 Different Rate Models and 2 Excise Tax Scenarios -

(all figures in dollars per ton)

Current ‘ FY 2004-05 Rates
. , Rates Based on Current Rate Model This Ordinance
Private Facility Charges | (FY 2003-04) Rates Change Rates Change
Regional System Fee $16.57 $16.30 ($0.27) $13.20 ($3.37)
Excise Tax , $ 632 $ 6.612 $0.29 $ 6.612 . $0.29
License/Franchise Fee3 © - - - $ 0.883 $0.88
Total charges $22.89 $22.91 - $0.02 $20.69 (32.20)
With new excise tax* $22.89 $24.88 $1.99 $22.66 (80.23)

—Footnotes to this table may be found at the top of the next page—
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1 This rate is subsidized (“bought down”) by the fund balance. Unit cost rate is ~$1 higher at $17.56. All other rates in this
" table are unsubsidized rates. The excise tax is calculated by a separate formula set forth in Metro Code Chapter 7.01.

2 Assumes extension or elimination of the sunset on the tax for Parks. The resulting total rate of $6.61 is: base excise tax
rate of $5.58, plus $1.03 for Parks.

3 The License/Franchise Fee shown is the average rate per ton. Rates incurred at individual facilities may be higher or lower
than this figure.

4 Assumes $8.58 total rate = base excise tax rate of $5.58 + $3.00 additional tax. -

 INF ORMATION/ANALYSIS

1. Known Opposntlon. .

Although no spec1ﬁc opposition has been v01ced as of this writing, there is precedent for opposmon
to solid waste rate increases. The following are historical reactions from various user groups:

Haulers. Haulers’ reactions to rate increases have been mixed. . But generally, haulers tend to
dislike rate increases because these costs are passed on to their customers, and the haulers are
typically the first in line to field the resulting complaints and potential loss of business. In
some local jurisdictions that regulate haulers’ service charges, the allowed rate-of-return is
based on the cost-of-sales; and in some of these cases, haulers may profit mildly from a rate
increase because it increases the base on which their rate of return is calculated. However,
historically, the majority of haulers have testified that negative customer relations issues
outweigh any other advantages to rate increases, and therefore haulers have generally opposed
such increases.

Ratepayers. Ratepayers’ costs will go up. Ratepayers fypically oppose rate increases, although
increases of $1 to $2 per ton have historically not motivated significant opposition. However,
the current economic climate may magnify the effect of any rate increase.

Mixed Reaction.

Recycling Interests. Recycling interests have historically supported higher disposal fees,
because that makes recycling relatively more attractive. However, because the Regional
System Fee is levied on disposal only, it is a powerful region-wide price incentive for
recycling—and for this reason, recyclmg interests would tend to disagree with reductions in

. the Reg10na1 System Fee

Probable Support.

_ Private Facility Operators. Private solid waste facility operators have historically supported
increases in Metro’s tip fee because their own private tip fees can follow the public lead—so
long as the increase is not due primarily to the Regional System Fee, which is a cost to these
same operators. Because this ordinance raises the tip fee through an increase in the tonnage
charge and transaction fee, and at the same time reduces the Regional System Fee (although
this reduction is partially offset by the imposition of the new license/franchise fee), facility
operators are likely to support this change. ' v

Private Disposal Site Operators. Landfills and private transfer stations simply pass any changes
in the Regional System Fee on to their customers. The reduction of the system fee means that
private operators have an opportunity to reduce or hold the line on their own tip fees. As all
but one local private disposal operation are rate regulated (the exception being Forest Grove
Transfer Station), the increase in the Metro tip fee is not likely to confer any relative pricing
advantages.
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2. Legal Antecedents. Metro’s solid waste rates are set in Metro Code Chapter 5.02. Any change in
these rates requires an ordinance amending Chapter 5.02. Metro reviews solid waste rates annually,
and has amended Chapter 5.02 when changes are warrantéd.

3. Anticipated Effects: This ordinance will increase the cost of disposal at Metro transfer stations.
Historically, most private facilities have mirrored the Metro increases. The reduction of the Regional
System Fee will improve operating margins at private facilities, which provides Metro with an
opportunity to examine the level of Regional System Fee credits.

4. BuAdget Impacts. These rates are designed to recover fully the department’s budgeted costs. These -
rates are in full compliance with the rate covenant of the solid waste revenue bonds.

RECOMMENDATION

The Chief Operating Officer generally recommends adjustment of solid waste rates to recover costs and
remain in compliance with the bond covenant. However, the Chief Operating Officer awaits the final
findings and recommendations of the Solid Waste Rate Review Committee before taking a specific
position on Ordinance No. 04-1042. : ' :

\rerrtadoraiectMepichation\ch502 "
m\r proj g 0 pt.doc
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BEFORE THE METRO COUNCIL

FOR THE PURPOSE OF AMENDING ) ORDINANCE NO. 04-1043
METRO CODE CHAPTER 5.03 TO ) . ‘ A
AMEND LICENSE AND FRANCHISE ) - Introduced by: Michael Jordan, Chief Operating
FEES, AND MAKING RELATED ) . Officer, with the concurrence of David Bragdon,
- CHANGES TO METRO CODE ) Council President
- CHAPTER 5.01 ‘ ) '

: WHEREAS, Metro Code Chaptef 5.03 establishes fees for solid waste facilities that are
franchised by Metro; and,

WHEREAS, the Solid Waste Rate Review Committee has reviewed the Solid Waste & Recycling
Department’s budget, and has recommended that certain costs of regulating solid waste facilities,
currently recovered from the Reglonal System Fee, instead be recovered from license or franchise fees;
and, .

_ WHEREAS, the FY 2004-05 Regional .System Fee set forth in Metro Code section 5.01.045, as
amended by Section 2 of Ordinance No. 04-1042, reflects the reallocation of certain regulatory costs to
license and franchise fees; now therefore, o

THE METRO COUNCIL ORDAINS AS FOLLOWS:
Section 1. Metro Code Chaptef 5.03 shall be retitled “License and Franchise Fees and Related Fees.”

Section 2. Metro C(;de Section 5.03.010 is amended to read:

5.03.010 Purpose and Authority

It is the purpose of this chapter to establish selid-waste-dispesal-license and franchise fees charged to

~ persons regulated pursuant to Metro Code Seetion-Chapter 5.01-148; fees on persons licensed to use a
non-system facility pursuant to Metro Code section 5.05.035; and fees collected from users of facilities
operating under special agreements with Metro adopted pursuant to Metro Code section 5.05.030,
hereafter “Designated Facility Agreements.” '

Section 3. Metro Code Section 5.03.020 is repealed.

Section 4. Metro Code Section 5.03.030 is amended to read: .

5.03.030 Annual License, Franchise and Designated Facility Fees

() Licensees, Efranchisees and parties to Designated Facility Agreements;issued-a-solid :
waste-disposal-franchise; shall pay to Metro en-annual franchise fees as set forth in this section. Such fees
shall be paid in the manner and at the time required by the Chief Operating Officeren-or-beforeJanuary 1

Ordinance No. 04-1043
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(b)» Annual selid-waste-dispesal-franchise-fees shall be-consist of a fixed charge $306-per site as set

forth in the following table: plus a charge per ton of solid waste, exclusive of source-separated material,
accepted by the site. as set forth in the following table. :

Entity Fixed Site Fee Tonnage Fee
Party to a DFA ) $0 - $0.77
Licensees:
*Tire Processor $300 -$0-—
Yard Debris $300 -$0-—
‘Roofing Processor ‘ $300 -$0—
Non-System $300 $0.77
Mixed waste/other $3.000 $0.77
Franchisee - $5.000 $0.77
(c)  Notwithstanding the charges set forth in subsection (b), +-previded;- however;-that said Fixed Site

{Fee shall be $100 per site with no ($0) Tonnage Fee for each non-system licensee franchised-site-that

enly-transportsreeeives waste exclusively from the-a licensed or franchisede facility, er-a company,
partnership or corporation in-which the-franehisee-has a financial interest in, and is held in the same name

as, the non-system licensee.;

(de) Licensees, Efranchisees and parties to Designated Facility Agreements who are issued
licenses, franchises or Designated Facility Agreements during a calendar year shall pay a fee computed on
a pro-rated quarterly basis such that ene-quarter-the same proportion of the annual fee shall be charged for
‘any quarter-or-portion of a year quarter-that the license franchise or Designated Facility Agreement is in
effect. The franchisee shall thereafter pay the fee annually as required by subsection (a) of this section.
Franchise fees shall not for any reason be refundable in whole or in part. Annual franchise fees shall be

in addition to franchise application fees.

Section 5. Metro Code Section 5.03.040 is amended to read:

5.03.040 Non-Paymer'lt of Franchise-Fees

. (@) The issuance of any license, franchise or Designatéd Facility Agreement shall not be
effective unless and until the annual franchise fee has been paid for the calendar year for which the
franchise is issued. '

N ()] Annual franchise fees are due and payable on January 1 of each yeaf. Failure to remit
* said fee by said date shall constitute a violation of the Metro Code and of the franchise and shall subject
the franchisee to enforcement pursuant to Code Section 5.01.180 in addition to any other civil or criminal

remedies Metro may have.
Section 6. Metro Code Section 5.03.050 is amended to read:

5.03.050 Transfer and Renewal

For purposes of this chapter, issuance of a franchise shall include renewal and transfer of a franchise;
provided, however, that no additional annual franchise fee shall be paid upon transfer.or renewal when the
annual franchise fee for the franchise being renewed or transferred has been paid for the calendar year in
which the transfer or renewal becomes effective.

Ordinance No. 04-1043
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Section 6. Metro Code Section 5 .01.i4O is amended to read:

5.01.140 License and Franchise Fées '

(@) The annual fee for a solid waste License or shall-net-exceed-three hundred-dellars-($300);
and—the—aﬂﬂ&al—fee-fbr—a solid waste Franchise shall be as set forth in Metro Code Chapter 5.03.net-exceed -

five-hundred-deHars{$560). The Council may revise these fees upon 90 days written notice to each
Licensee or Franchisee and an opportunity to be heard. ,

®) The License or Franchise fee shall be in addition to any other fee, tax or charge imposed
-upona Licensee or Franchisee.

. (©) The Licensee or Franchisee shall pay the License or Franchise fee in the manner and at
the time required by the Chief Operatmg Officer.

Section 7. Effective Date

The provisions of this ordinance shall become effective on July 1, 2004 or 90 days from the date this -
ordinance is adopted, whichever is later. : v

ADOPTED by the Metro Council this___- day of , 2004

. David Bragdon, Council President

. ATTEST: | . Approved as to Form:
. Christina Billington, Recording Secretary Daniel B. Cooper, General Counsel
nr\remlod\projects\legist ?-n-‘m.‘|50]+503fmorddo;
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STAFF REPORT

IN CONSIDERATION OF ORDINANCE NO. 04-1043 FOR THE PURPOSE OF
AMENDING METRO CODE CHAPTER 5.03 TO AMEND LICENSE AND FRANCHISE
FEES, AND MAKING RELATED CHANGES TO METRO CODE CHAPTER 5.01

Date: February 24, 2004 ‘ : o Prepared by: Douglas Anderson

BACKGROUND

Summary

Ordinance No. 04-1043, and a companion Ordinance No. 04-1042, would establish solid waste
fees (but not excise tax) for FY 2004-05. The two ordinances are related, and changes to one
should be reflected in changes to the other.

This Ordinance No. 04-1043 amends Metro Code Chapter 5.03 to establish new license and
franchise fees to. be charged at privately-owned facilities. These new fees, recommended by the
Solid Waste Rate Review Committee, are designed to recover Metro’s costs of regulating private
facilities. Unlike Metro’s other rates, the new license/franchise fees would not be incurred by
customers of Metro transfer stations. By absorbing some of the costs currently recovered by the
Regional System Fee, these new charges reduce the Regional System Fee. If Ordinance No. 04-
1043 is not adopted, the level of the Regional System Fee in Ordinance No. 04-1042 would have to
be adjusted. -

Because of the budget schedule this year, the numerical values of the FY 2004-05 rates had not

been reviewed by the Solid Waste Rate Review Committee as of the filing deadline for the

ordinances. This review is expected before mid-March, and should be forwarded to Council prior

to March 25, which is the last day to make substantive amendments to the ordinances and remain
* on track for a July 1 implementation date for the new rates. :

This ordinance emerged from the detailed study of the Department’s cost structure by the Rate Review
Committee (“RRC”) this year. A basic starting principle in rate-setting (and articulated by the RRC) is
that recovery of costs should be related to the causes of those costs, all else equal. Through their work
this year, the RRC came to understand that certain of Metro’s costs—regulation and auditing—are
incurred because of the existence and operation of private solid waste facilities. Therefore, according to
the basic principle, the regulated community should bear those costs. The RRC recommended that Metro
investigate annual license and franchise fees to recover those costs. -

This ordinance amends Metro Code Chapter 5.03, Disposal Site Franchise Fees, to accomplish this task. '
As Ordinance No. 04-1043 is closely related to the elements of the annual rate ordinance amending Metro
Code Chapter 5.02 (Ordinance No. 04-1042), the reader is directed to the staff report for that ordinance
for more information on the RRC’s findings and recommendation.

Staff Report to Ordinance No. 04-1043
Page 1 of 2 :



INFORMATION/ANALYSIS

1. Known Opposition..

Although no specific opposition has been voiced as of this writing, this ordinance represents a new
concept that has not had wide distribution and review.

Because this ordinance would reduce the Regional System Fee by reallocating costs to the new
license and franchise fees, in general, persons who currently pay the RSF would be in favor of this
ordinance. This is a broad class of persons, as the RSF is levied on all regional waste.

The licensees and franchisees who would be subject to the new fee can generally be assumed to be in
opposition. However, two points argue against them being in strong opposition: (1) the
license/franchise fee is less than the amount by which the RSF dropped, and so their entire fee burden
will drop; (2) facility owners were well represented and participated in the public meetings when this
fee was developed. ' .

2. Legal Antecedents. Metro’s license and franchise fees are set in Metro Code chapters 5. 01 and 5.03
(where they currently conflict). Any change in these fees requires an ordinance amending Chapter
5.03 (and by implication, 5.01). This ordinance also corrects the dlscrepanc1es between Chapters 5.01
and 5.03. .

3. Anticipated Effects: This ordmance will decrease the Regional System Fee levied on all regmnal
ratepayers. The separate funding base helps to stabilize revenue.

4. Budget Impacts. These rates are designed to recover fully the department’s costs of regulating
private disposal facilities.

RECOMMENDATION

The Chief Operating Officer agrees with the prmmples embodied in this ordinance.. However, the Chief
Operating Officer awaits the final findings and recommendations of the Solid Waste Rate Review
Committee before taking a specific position on Ordinance No. 04-1043.

nr\remlod\projects\egislation\ch501+ 503 feesstfrpt.doc
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Agenda Item Number 3.0

REGI ONAL SYSTEM FEE CREDIT PROGRAM ISSUES

Metro Council Work Session
Tuesday, March 2, 2004
Metro Council Chamber



METRO COUNCIL

Work Sess1on Worksheet
Presentation Date: March 2 Time: 1:00PM . Length 30 min.
Presentation Title: . ~ Short, Medium and Longer-Term Decisions on Regional System Fee Credits;

~ Status Report on the Worlg of the Recycling Credit Evaluation Task Force

Department: " Solid Waste & Recycling
Presenter: . Michael Hoglund, Douglas Anderson
ISSUE & BACKGROUND

Last spring Metro created the Recycling Credit Evaluation Task Force to provide an independent and

objective look at the $1.3 million Regional System Fee credits, which provide operating subsidies to..

encourage post-collection recovery of mixed dry waste. The Task Force has examined questions of -
_program efﬁc1ency, fairness, consistency with other waste reduction policies, and alternatives.

The Task Force’s draft recommendations are:

1. Immedlate term (thls ﬁscal year) The Task Force made no récommendation. - -

2. Medium-term (~1 year)
If recovery credits remain in effect, then certain adjustrnents could be made to bnng efﬁmencxes tothe -

admlmstratlon of the credits: ' , =

Q Excludmg certam materials from the recovery rates on wh1ch the per—ton credlts are based would
rexgn in spendmg with little or no impact on regional recovery. ‘ S

O A two-tiered Regional System Fee (one flat rate for MRF residual; another, higher rate for all other)
as opposed to the current credit schedule which depends on recovery rates, would simplify
administration substannally but might not offer as much’ 1ncent1ve for the hlghest Tecovery rates.

a0 Inlieu of—or in addition to—the recommendation above, lower per-ton credits across the board
would reign in spending, but would also 11ke1y reduce recovery. :

3. Longer—term (beyond 1 year)

In the absence of existing waste reduction goals, letting markets drive recovery would create the most
economically efficient system; but waste reduction goals, such as the 62% recovery target, necess1tate
market intervention because disposal is still the cheapest alternative.

O Credits should be phased out under any of the following conditions:

The credits are not achieving their stated objectives (higher recovery, higher rate)
The region’s recovery rate goal is achieved, or the goal is revised downward

A more efficient form of market intervention replaces the credits

MRFs are able to recover their full costs via tip fees, i.e., “at the front door”

O Metro should consider repealing the 25% minimum recovery rate requirement, especially if
mandatory MRFing becomes a reality.



Agenda Item Number 4.0
. BUDGETARY ISSUES
Metro Council Work Session

Tuesday, March 2, 2004
Metro Council Chamber



METRO COUNCIL

Work Session Worksheet

Presentation Date: ~ March 2, 2004 Time: 1:00 Length: 30 minutes

Presentation Title: FY 2004-05 Budget Schedﬁle and Process

Department: Finance & Administrative Services
Presenters: Bill Stringer, Casey Short, Kathy Rutkowski
ISSUE & BACKGROUND

The FY 2004-05 Proposed Budget is scheduled to be released at the Council’s regular meeting on April 1.
Council has scheduled a series of budget briefings in March to receive information on the content of the
Proposed Budget and to discuss relevant issues prior to the Proposed Budget’s formal release. The
agenda item for the March 2 meeting is to discuss the process for conducting the March briefings and the
formal budget sessions that will take place in April. ' ' ‘

OPTIONS AVAILABLE

The Council could choose to forgo the budget briefings or to change their format. Council could also
‘choose to change the process for consideration of the budget following release of the Proposed Budget.
Certain elements of budget law do govern the process, including the requirement of a Proposed Budget,
holding of public hearings on the budget, and timelines for submitting the budget to the Tax Supervising
and Conservation Commission (TSCC). ’ 4 ’

- IMPLICATIONS AND SUGGESTIONS

Finance & Administrative Services has proposed a process for the schedule of the March budget
briefings, and for Council consideration of the Proposed Budget. The March briefings are to be for the
purpose of providing information to the Council on the content of the Proposed Budget, so Council can
make best use of its time for considering the budget in April. The proposed schedule and processes have
been discussed with the Council President and Chief Operating Officer. :

The briefings in March must be limited to presenting information and discussing issues. Budget law
precludes the Council from taking formal action on the budget before the formal presentation of the
Proposed Budget. :

QUESTION(S) PRESENTED FOR CONSIDERATION
Does tﬁe Council agree with the process as outlined in the packet materials?

LEGISLATION WOULD BE REQUIRED FOR COUNCIL ACTION _Yes X No*

DRAFT IS ATTACHED __Yes___No
*L egislation not required for Council approval of process; the budget itself requires adoption of a
Resolution to transmit the budget to TSCC, and an ordinance to adopt the budget prior to July 1.

SCHEDULE FOR WORK SESSION

Department Director/Head Approval
Chief Operating Officer Approval




FY 2004-05 BUDGET PREPARATION CALENDAR

Council Review, Approval & Adoption

¥

Date

Council Retreat discussions on program and fiscal policy issues

September - February

Publication of 1% required notice of the Proposed Budget presentation

March 12, 2004

Publication of 2™ required notice of the Proposed Budget presentation

March 19, 2004

Budget Briefings with Council /
e Budget Briefing (1:30 — 4:30)
e Budget Briefing (1:30 — 4:30)
e Budget Briefing (1:30 — 4:30)

Wed., March 17, 2004
Wed., March 24, 2004
Wed., March 31, 2004

Presentation of Proposed Budget to Council — PUBLIC HEARING

April 1, 2004

Council Review of Proposed Budget 0 P
e Budget Meeting Work Session (1:30 —4:00) //
e Budget Meeting Work Session (1:30 —4:00)
e Budget Meeting (2:00) — PUBLIC HEARING ONLY
e Budget Meeting Work Session (1:30 — 4:0
e Budget Meeting, (5:00 meeting in Gresham) — PUBLIC HEARING ONLY
e Budget Meeting, Vote on Amendments/~ PUBLIC HEARING

Wed., April 7, 2004
Wed, April 14, 2004
Thurs., April 15, 2004
Wed., April 21, 2004
Thurs., April 22, 2004
Tues., April 27, 2004

Council Approval of Budget — PUBLICHEARING
: 4

April 29, 2004

Deadline for Submittal of Apprcyéd Budget to TSCC May 15, 2004

TSCC Public Comment Peri May 16, 2004 —

(20 days following submittal to TSCC) June 4, 2004
June 9, 2004

TSCC Public Hearing oq/Approved Budget (12:00 — 1:00) — PUBLIC HEARING
/

Council Adoption oﬁ/Budget (no later than June 30"™) — PUBLIC HEARING
s

,//

June 17, 2004

File required materials with county tax assessors

by July 15, 2004

File budggt/document with TSCC and county clerks

///

by September 30, 2004

0 B,ﬁdget meeting schedule is subject to change. Meetings days and times may change.

Additional meetings may be added if necessary.

mi\asd\finance\confidential\budget\fy04-05\council budget review\informal - march 2, 2004\final materials\fy 2004-05 budget schedule- council

only (revised on 2-24-04).doc
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FY 2004-05 Budget Review Calendar and Process
Council Discussion — March 2, 2004 ‘

Revisions to Calendar:

e Moved vote on amendments from Thursday, April 22™ at 5:00 meeting in Gresham to
Tuesday, April 27" at 1:00 at Metro.
v' There were no other agenda items scheduled for the April 27th Informal meeting
v Meetmg is currently scheduled for 3 hours

e Moved approval of budget from Thursday, Apr11 29" at 5:00 meeting in Hillsboro to
Thursday, May 6™ at 5:00 meeting in Tualatin - .
v’ Was uncertain if there would be sufficient time to process amendments and prepare
summary materials for Council review and discussion
v' Approval of budget by resolution must be at a formal Council meetmg
v' Alternative — Have special Council meeting Wednesday, May 5" for approval of budget
(Tuesday May 4™ is scheduled for pubhc hearing on Goal 5 at Sunnybrook)

e Requested extension of TSCC deadline from Saturday, May 15% to Wednesday, May 19%to
accommodate change in approval date to May 6
v' Last available day for extension.
v TSCC must hold budget for 20 day public comment period prior to hearing on June 9%

. Qutstanding Questions:

1. Are revisions acceptable?
2. Will the Tuesday, April 27" meeting to vote on amendments be a formal Council meeting?

3. Do you still w1sh to have pubhc hearings on the budget at the Apnl 22 meetmg in Gresham
and the April 29™ meeting in Hillsboro?

4. Do you wish to approve the budget at the 5:00 meetmg in Tualatin on May 6th or designate a
special Council meeting on Wednesday, May 57

5. The budget is currently schedule to be adopted on June 17, That meeting is currently listed
as a 5:00 Council meeting but does not state where it will be held. Does the Council wish to
" defer the adoption of the budget to Thursday June 24, which is still listed at a 2:00 meeting

at Metro (this would be the last possible Thursday in the fiscal year to adopt the budget)?



FY 2004-05 BUDGET PREPARATION CALENDAR

Council Review, Apbroval & lAdoption

Revised

Date

Council Retreat discussions on program and fiscal policy issues

September - February

Publication of 1* required notice of the Proposed Budget presentation

March 12, 2004

Publication of 2™ required notice of the Proposed Budget presentation

March 19, 2004

Budget Briefings with Council
¢ Budget Briefing (1:30 — 4:30)
¢ Budget Briefing (1:30 —4:30)
e Budget Briefing (1:30 — 4:30)

Wed., March 17, 2004
Wed., March 24, 2004
Wed., March 31, 2004

Presentation of Proposed Budget to Council — PUBLIC HEARING April 1, 2004

(2:00 meeting at Metro) .

Council Review of Proposed Budget ‘
e Budget Meeting Work Session (1:30 —4:00) Wed., April 7, 2004

o Budget Meeting Work Session (1:30 — 4:00)

e Budget Meeting (2:00 meeting at Metro) — PUBLIC HEARING ONLY .

o Budget Meeting Work Session (1:30 — 4:00)

e Budget Meeting, (5:00 meeting in Gresham) — PUBLIC HEARING ONLY

e Budget Meeting, Vote on Amendments (1:00 — 4:00) — PUBLIC HEARING
¢ Budget Meeting, (5:00 meeting in Hillsboro) — PUBLIC HEARING ONLY

Wed, April 14, 2004

- Thurs., April 15, 2004

Wed., April 21, 2004
Thurs., April 22, 2004
Tues., April 27, 2004
Thurs., April 29, 2004

Council Approval of Budget — PUBLIC HEARING
(5:00 meeting in Tualatin)

Thurs. May 6, 2004 _

Deadline for Submittal of Approved Budget to TSCC May 19, 2004
(requested extension of deadline from May 15" to May 19"%) -
TSCC Public Comment Period May 16, 2004 —
(20 days following submittal to TSCC) . June 4, 2004
TSCC Public Hearing on Approved Budget (12:00 — 1:00) — PUBLIC HEARING June 9, 2004
Council Adoptlon of Budget (no later than June 30™) — PUBLIC HEARING June 17, 2004

(5:00 meeting at Metro?)

File required materials with county tax assessors

by July 15, 2004

File budget document with TSCC and county clerks

by September 30, 2004

)" Budget meeting schedule is subject to change. Meetings days and times may change.

Additional meetings may be added if necessary.

c:\docume~I\leverett\locals~1\temp\fy2004~1.doc
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FY 2004—05 Budget Briefing & Revlew Calendar

Revised

e

=“March 2004 *:i s

Sunday Monday Tuesday Wednesday ' Thursday

Friday

éaturday

i APl 2004 5 e T

technical amendments)

Sunday - Monday Tuesday Wednesday - Thursday ‘ Fr'ida; - éatm;day
9
Depariment generated
amendments due (L.e.

‘|16

Councilor generated

-|amendments due.

5:00 (Hlllsboro)

PUBLlC HEARING

130

m:\confidentiaNbudgef\fy04-05\presentations\informal-March 2, 2004\FY 04-05 revised 2-24 Budget Review Calendar.xls
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FY 2004-05 Budget Briefing & Revlew Calendar Revised

SR ol ‘May 2004 Sk el I I
Sunday Monday Tuesday Wednesday Thursday Friday Saturday
. 1
2 3 4 5 |7 8
INFORMAL EQRMAL
§:00 (Tualatin)
Approvai of Budg
PUBLIC HEARING
1" 12 15 :
INFORMAL TSCC Deadline for
submitta! of budget. -
18 19 20 21
INFORMAL _ |Requested extension of |FORMAL

TSCC Deadline. Will
need acceptance by

| TSCC Public Comment Period |
25 26 . 27 28 29 -

CC Public Comment Period

SRS st htdune 2004 50 R R I R R I R
Tuesday Wednesday . Thursday Friday Saturday

T B e T

{INFORMAL FORMAL

TSCC Public Comment Period )
{10 1 V '

Councﬂ Cha Ser.
PUBLICHEARING

TSCC Public Comment Petiod |
N [ 15 16

INFORMAL
121 22 _ 23 26
128 29 . 30
: INFORMAL

. rd:\cenﬁdeﬁtlaﬁﬁu pely04-0Ub\presentationsumiormal-March 2, 2004 Y 03-05 revised 2-24 Budget Review Celendar.xls ' - v “rPage s



FY 2004-05 Council Budget Review Calendar

Revi.i‘ed

Date Time Agenda
Formal Council Meeting
sz;fggy 2:00 Council President presentation of Proposed Budget
PUBLIC HEARING
Council Budget Work Session ("
Wef/r;;a(;s;ay 1:30 Discussion with departments (see schedule on back) @
' Question & answer
Wednesda Council Budget Work Session (" :
4114103 y 1:30 Discussion with departments (see schedule on back) @
: Discussion of proposed amendments
Thursday 2_60 Formal Council Meeting
4/15/03 : PUBLIC HEARING ONLY
Wednesday 1.30 | Council Budget Work Session M
4/21/03 S Discussion of proposed amendments
Thursday 5,06 Formal Council Meeting (meeting in Gresham)
" 4/22/03 ) PUBLIC HEARING ONLY :
. Formal Council Meeting
'Zl;g;;;ioegy 1:.00 Vote on Amendments
PUBLIC HEARING
Thursday 5:00 Formal Council Meeting (meeting in Hillsbdro)
4/29/03 e PUBLIC HEARING ONLY
Thursda ' Formal Council Meeting (meeting in Tualatin)
5/6/04 y 5:00 Final consideration and approval of FY 2004-05 budget
PUBLIC HEARING _
Tax Supervising and Conservation Commlssmn Hearing
Weecjgja:gay 12:00 Council Chamber Annex
PUBLIC HEARING
Thursday’ 4 Formal Council Meeting (meeting at Metro?)
6/17 /03y 5:00 Adoption of FY 2004-05 Budget
PUBLIC HEARING

() Additional Council budget work sessions may be scheduled at the discretion of the Council

President.

@ gchedule of department presentations subject to change.

Page 4




* Schedule of Department Discussions with the Council

All departments will have had a briefing with the Council in March. For the department discussions with
the Council in April, each department should prepare a short 2 — 3 minute review of the budget

briefing.

Tje

0

_April 7, 2004

April 14, 2004

et

1:3 \ ‘Cioun(il (10 iutesv)\‘ | | Oregbﬁ “Zoo' (30 mlnutés)
Metro Attorney (10 minutes)
Public Affairs (10 minutes)
2:00 MERC (30 minutes) Solid Waste & Recycling (30 minutes)
""" 2:30 'ié'ééi'd’rié’l’ﬁ'éik‘é’(éb"riiih'diéé’)'"""""""" ‘Auditor (30 minutes)
3:00 Planning (30 minutes) General discussion and follow-up -
o Discussion of potential amendments
(time remaining) -
""" 3:30 | Finance & Administrative Services | T

(30 minutes)

All times subject to change. Additional
- the Council President.

Page 5

work sessions may be scheduled at the discretion of




Department #

AMENDMENT TO FY 2004-05 BUDGET

PRESENTER
DRAFTER:
DATE

PROPOSED AMENDMENT (provide a brief summary'of the requested action along with the
specific line item affected)

DE?ARTMENT‘S! FUND(S) LINE ITEMS

Acct# | Account Title Amount

. PROGRAM/STAFFING IMPACTS

ARGUMENTS IN FAVOR OF PROPOSED AMENDMENT (not necessary for tech.nical adjustments)

OPTION'S FOR FUNDING THIS AMENDMENT.- What reductions, credits, changes, or adjustments
in other budget/program areas will be necessary to accommodate this amendment?

EFFECT ON KEY BUDGET ISSUES - Provide a brief response to each of thé following questions

=  Will this amendment increase/decrease fund balance draw? If so, which fund(s) and by how
much? R

»  Will this amendment increase/decrease central overhead spending? If so, by how much?

c:\dqcume~l\leverett\locals~1\temp\amendm~l.doc
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FY 2004-05 Budget
Budget Briefings to Council

Budget Brieﬁngs will be provided to the Council on the following schedule:

Date/T ime

Agenda

Wednesday, March 17, 2004
1:30 - 4:30

Overview (15 minutes)
General Fund: (30 minutes)
e Excise Tax -
e Council
e Public Affairs
e Special Appropriations
MERC (30 minutes)
Central Services: (45 minutes)
Finance & Administrative Services
Creative Services '
¢ Human Resources
Office of Metro Attorney
Office of the Auditor
General Council discussion (60 mlnutes)

Wednesday, March 24, 2004
1:30 - 4:30

Solid Waste & Recycling (60 minutes)
Planning (60 minutes)
General Council discussion (60 minutes)

Wednesday, March 31, 2004
1:30-4:30

'Oregon Zoo (60 minutes)

Regional Parks and Greenspaces (60 minutes)

. | General Council discussion (60 minutes)

e Foreach depértment, the assigned Financial Planning analyst will present a short (5 - 10
~minutes) summary of the budget. The presentation will include a financial summary and

significant highlights.

e Following the brief presentation, it will be opened up for Council discussion of .
- programmatic issues with specific department staff.

e The agenda prbvides a time at the end of each day for general Council discussion.

* e\docume~I\leverett\locals~1\temp\budget~1.doc
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FY 2004-05 Solid Waste Rates
Council Work Session
" March 2, 2004

Today’s Presentation

Introduction
Rate Ordinance Schedule
FY 2004-05 Rates: Current Rate Model
The Work of the Rate Review Committee
e The Model " '
o The Raie Implications

0 0 O O
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Council Work Session
March 2, 2004

Introduction

Today’s topic: annual solid waste rate ordinances.
These are “placeholder” ordix_lancés, filed to stay on schedule.

" Two related ordinances have been filed:

Ordinance No. 04-1042: Standard annual rate ordinance. Amends Chapter 5.02 to
set new Regional System Fee, Transaction Fee, Tonnage Charge (and by
implication, Metro tip fee and minimum charge).

Ordinance No. 04-1043: A companion to the rate ordinance. Amends Chapter 5.03
to set new license and franchise fees designed to recover Metro’s cost of
regulating private disposal and recovery facilities.

These reflect the wofk of the Rate Review Commiittee.

Background covered today: ‘
¢ Rate Réview Committes Witk ki insi e '
. -s. ..Comparison with current rate.-model .

‘s Council’s'options

I IGT e e TH Py

Desired outcomes today:
Council understands
o Schedule
« Rate Review Committee work, and
« Difference between current rate model
+ Council’s options.

Opporﬁlnity for Council feedback to staff, Rate Review Committeé

?za’.}‘l*«ﬂ:ﬂq’:ﬂwhmElq%mg%iﬁ;@{mr',:.‘ o :l,«g.‘!ﬁ;é:t:?qgu‘;;q ‘.;.:.mgh.xs sobr s ‘_i“,&bﬂl.l\‘u;.f!":ﬂu PR AT
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FY 2004-05 Solid Waste Rate Legislation: Calendar

Schedule Designed for July 1, 2004 Implementation of New Rates

)

e

S Monday Tuesday Wednesday Thursday Friday S
M 1 2 Work |3 4 5 6
A ' Session
Rl 718 9  RRC |10 11 1" |12 13
C meets Reading
H | 1415 16 Optional | 17 18 19 20
ch.Session
2 1o |2 23 Optional | 24 25 md | 26 27
0 Wk. Session _ / Reading
0 1 28 |29 30 31 /1 2" 3
4 / ' Vote

1 Pt G T g i i p bt A I TR a8 et M a‘.{-&:a.é,us,‘;_v;!ﬁqu‘!»s_a)l;_;,_'f}}gv_} AL L R LR / AR

e o

Last opportunity to make

substantive am
remain on July

endments and
1 schedule.

I R T G N o Yo T PV ERNE LTI Y L (R ST AR IR N

Historically, Metro has targeted July 1 as the effective date for new rates.

This date is a matter of convenience, allowing for business planning and
coordination by Metro, local governments and the solid waste industry.

However, there is no legal requirement to meet this date-



FY 2004-05 Solid Waste Rates
Current (FY 2003-04) Rate Model

Beloe are FY 2004-05 rates, based on:

o Department’s requested budget, developed with President Bragdon.
o The rate model used for the current year (more on this later).

These rates are in full compliance with the bond covenants.

Current Rates FY 2004-05 Rates
Rate Component - (FY 2003-04) Rates Change
Transaction Fee $6.00 $6.00 -
Disposal Operations - $42.55 $43.79 - $1.24
Regional System Fee > $16.57! $16.30 (30271
- Excise Tax > - § 632 $ 6.612 $0.29
DEQ & Host Fees '$ 1.74 $ 1.74 -
tﬁ:mé&ﬁ%cﬂ@%‘%“*"’l‘ip Fee [ F Al -»ii‘t.«-*:x}::: RO R ERRNR i;?,f’: R RS »"="$ 67.181#“'1’ MANSFan sl s 68.44“’: "'~*i:-<?‘~","~"‘$l.26"‘“."‘.’I— @

> Métro‘alsocharées these fees at privately-owned facilities.
Total of private charges - $22.89

" Notes

The FY 03-04 rate is subsidized (“bought down”) by the fund balance. The unit cost is about $1 higher at $17.56, making
the unsubsidized tip fee $68.18/ ton. For better comparability, $1 should be subtracted from the changes. (For example, the
2004-05 tip fee under the current rate model would become an increase of only 26¢ rather than $1.26.)

Assumes extension or elimination of the sunset on the tax for Parks. The resulting total rate of $6.61 is: base excise tax

1

rate of $5.58, plus $1.03 for Parks.

$22.91 $0.02

U &Qi:ﬁ,ﬁl\nznr::ga -.z‘l.r.-,ql&q.-'
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Allocation Map
Current (FY 2003-04) Rate Model
This map shows which budget costs are assigned to which rate bases.
This assignment determines who pays for the program or service.
Rate Bases
Metro Everyone Non-Metro
TS Fees (Regional Fees

Budget Area : : (exclusively) System Fee) - (exclusively)
Disposal Services

MELIO ceverirecnranererssnsssressensrssnersassnesssasseseses X

CONtractS....cueveererereresseresenssrseresssesesaennaes X
Programs _ v

Hazardous Waste .........ceeeeereienieiecnsnntenes seresessessersssessessessesensenes X

Latex Paint.......cocvvivieresnnnsosinoresssisssnecs seseesssesassessssnssesasessseenes X

Hlegal DUMPINEG....ccovisiiviicimiinnccnissnsinses sorcessecacereeseeseesassassasses X

Waste RedUCHION......coccvurreeceersesssnsisaeserses sonersanssssresessessens ersenses X

. " Facili yR oulation y , -
SAFRGE B 20y e ‘.uth;gu,g.- 4 .ac:.- bg ..neg LSRRI IRARR L ISR RO R R NS R PARIIRI M N0: 7 IR IREIG TG SRRRS PRSI I IRt aTT RO Y C1 TN ;;mu:uu“.sm.@i-Znsii"_m..;gm{.-!:.-:;;xi.r&mn;ﬂ:h'
g TS tig v B R e R . ‘e A e e n e PR R P L e, -

A Facility Auditing."......0.

Déebt Service.............. JR—— reeuens ssseone JE— SES—
Support Services
Admin. & OVETNEAd......ccivvireeeiinicnrtiirens crerericeseressssesssssasssssssans X
SEIVICE TTANSIELS uueveivieeereerecreerieeerererseae ceessesseesssessoseseerssessnsens X
Totals - $26.3 $19.9. -
~ million million



AT ¥altharogoh o o,
I R S DA R

An Overview of the Wdrk of the Rate Review Committee

The RRC asked to study the Department’s cost structure after the FY 2003-04
Purpose: to improve the quality of their professional recommendations.

Starting principle: recovery' of costs should be related to the causes of those costs.
o User pays (case of demand for goods or services—e.g., transfer station customer)

e Beneficiary pays (cost is generated by a public policy choice—e. g., all regional
ratepayers contribute to paying the costs he provision of hazardous waste collection)

Recognition that this principle is a sfarting point, not the only determinant of rates.

However, the RRC felt that they were not in a position to give Council the best advice
until they had a firmer empirical grasp on the basic mechanisms that generate Metro’s
solid waste costs.

Rate Review Committee’s Recommendations

1. Maintain a financial model of the true full cost of programs and services, and

AR

This recommendatlon is based on the RRC’s opinion that the current rate model

- (D a]locates the direct costs of programs and services appropnately—w1th the

" exception of private facility regulatory costs and debt service; and (2) does not work
as well for relating the costs of administration and overhead with the activities that
cause those costs.

2. Establish a new fee.

A new fee, to be levied on non-Metro users of the system should be established. This
recommendation is consistent with collecting the true and full costs of programs from
the persons who cause the cost—in this case, privately-owned and Metro-regulated
facilities.

e @llocate fully-loaded programs and seryices, Mordmg ta the current ratemrgodel A e e

3. Extend the philosophy above to the recovery of debt service.

Debt service (amortized capital costs) should be partitioned into two elements, one.
representing the cost of utilized capital, and the other representing the cost of
underutilized, or “stranded” capacity Users—Metro customers—should pay for the
utilized portion, and the entire reglon should pay for the stranded capacity through the -
Regional System Fee.



Allocation Map
Rate Review Committee Proposal

This map shows which budget costs are assigned to which rate bases.
This assignment determines who pays for the program or service.

Rate Bases

Metro Everyone ‘Non-Metro
_ TS Fees (Regional Fees
Budget Area ‘ {exclusively) System Fee) (exclusively)
Disposal Services '
1LY (1 ¢ o2 X K
CONETACES .cverermeeee Dgeracssessassersossesscrssens X
Programs
Hazardous Waste .........\civerrnerinrenisiines serevsnsesessesnsecsesssssasseses X
- Latex Paint...ceneedennceencnnninines e X
Illegal Dumping......cccceceokeeeeenes eseneertrenes vescrsreernesarisanernesrarensas X
Waste Reduction.........oeceedveeireeeeiniinrense coveerrerensieeeereesteneesennes X
Facility Regulation.......\...lecoercrinneccninees covereennnenannnene S D eerevrmseerenesacasacsrsenens %
Facility AUIting....cccceeeedeedeerrrrerereeinensens crvrnsenernessinsniseesieseesses seeressassssessasssessesssssnseses X

~1c¢4!4q._\.3.g.4q.amnu(u Debt Sem Ce.,i % -rH"’ ot . n.‘,qm.a-.

ste Pref ey -1'5 W . 3 DR
- I ll & (uttlzzatton} (stranded)

Support Services Hnese
Admin. & Overhead '

costs are fi rst aIIocated to programs & serv:ces h

Service Transfers
Totals , $29.5 $16.1 $585
million million thousand

e S e T S TR R
o L



, FY 2004-05 Solid Waste Rates
Rate Implications of the Rate Review Committee Model

Below are the FY 2004-05 rates in Ordinances 04-1042 & 1043, based on:
o Department’s requested budget, developed with President Bragdon.

o The rate model developed by the Rate Review Committee.

These rates are in full compliance with the bond covenants.

FY 2004-05 Rates

Current Rates

Rate Component (FY 2003-04) Rates Change
Transaction Fee $6.00 $9.50 . $3.50
Disposal Operations $42.55 $47.45 $4.90
Regional System Fee > $16.57 $13.20 (33.3N!1
Excise Tax > $ 632 $ 6.612 "~ $0.29

. DEQ & Host Fees $ 1.74 $ 1.74 -
‘?é_ﬁlzﬁlKﬁ;&gﬁs&é"ﬁfk%ﬁgﬁ;ﬁf"il‘in Feery sra mn s in v shiia sitrsedoy § 6718 mer | wprems .. $69.00 - s 5t $1.82:0hten.

= Metro also charges these fees at privately-owned facilities.

License/Franchise Fee (new)
Total of private charges

Notes

$22.89

$ 0.88
$20.69

- $0.88
($2.20)

e e o AN

1 The FY 03-04 rate is subsidized (“bought down™) by the fund balance. The unit cost is about $1 higher at $17.56, making
the unsubsidized tip fee $68.18/ ton. For better comparability, $1 should be subtracted from the changes. (For example, the
2004-05 tip fee under the current rate model would become an increase of only 26¢ rather than $1.26.)

2 Assumes extension or elimination of the sunset on the tax for Parks. The resulting total rate of $6.61 is: base excise tax
rate of $5.58, plus $1.03 for Parks.
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Next Steps and Options Available

Next Steps

The Rate Review Committee has not yet analyzed the numerical results of its model

This is scheduled for March 9

The RRC’s recommendations will be available by March 11 (1* reading of ordinance)

Staff expects the RRC to look critically at the implementation path and phasing

Options Available

The Council will have several opportunities for further discussion:

Ordinance readings, March 11 and 25

.-‘.f.;'.i Opﬁonal addiﬁonal work SeSSi-OD.S,' Mal’Ch 16 and23 ,th.ér::‘;,rtdlx-:_fs'i., R ot u.nu.i “ustadin AL .n!‘..miw‘u J- 1

R LRSS Y o RTINS LSNP OCT e DR »uu =]

After March 25, if the Jul-y 1 implementation date is delayed. -

The Council has several options for action:

1.
2.
3.

Adopt the ordinances substantially as filed;
Adopt the substance of the ordinances as filed, but phase-in the changes;

Adopt rates under the current rate model as a placeholder; take more time to study
the RRC recommendations and aim at later implementation;

Adopt rates under the current rate model and work with staff on findings that
explain why the RRC’s recommendations were not accepted.
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Implications For The
RSF Credit Program:

Task Force Recommendations

March 2, 2004

Presentation Overview

RSF Credits

e Short-term
direction on handling this year

* Medium-term
explaining the transition year
* Long-term
understanding the pieces & interrelationships




Long-term:
Task Force Draft Recommendations

» Continue credits if 62% remains the goal
* Credits should boost recovery; if not, eliminate
* Phase out if...

— regulatory approaches are taken; or
— MRFs are able to recover costs at “front door”

* Phase out should consider prior private capital
investment

(No task force recommendation for this fiscal year)

Identified Issues that Affect
Long-run Decision

* Rates

» RSWMP Contingency implementation
» RSWMP update

» RSF Credits




Short-term:
Budgeting through June 2004

Options
1. Maintain status quo (~$1.25 million)
2. Eliminate inerts (save ~$125,000)
3. Target a number higher than $750,000;

extend through June

Medium-term:
FY 04-05
Transition from this year to long-term

Options

Implications of new rates

Timing of mandatory MRFing
Eliminate inerts; or

Lower per-ton credit for inerts
(“two waste streams” approach)




Elements of

RRC Recommendation

» Re-allocation of overhead & debt service

(fully loaded program costs)

* New fee

 Lower RSF

 Higher tip fees

Effect on Private Facility’s Costs

$ 4.91

$ 337
$  1.82
$  0.60
$ (0.88)

Net Revenue Increase
(per ton)

RSF relief

Tip fee increase
Transaction fee increase
New private facility fee




Implications for RSF Credits

 Current credit payout: ~$11.00/ton
 Less netrev. increase: ($ 4.91)
 Implied new payout:  $ 6.09

Implications for RSF credit budget:

45% reduction

Presentation Review

e Medium-term

balance issues in transition

* Long-term

balance system design objectives

 Short-term

budget for remainder of this year

10




Desired Outcome for Today

Council direction on remainder of this year.

11

Short-term:
Budgeting through June 2004

Options
. Maintain status quo (~$1.25 million)

. Eliminate inerts (save ~$125,000)

. Target a number higher than $750,000;

extend through June

12




RSF Credit Options for Remainder of This Year
(through June 2004)

Budget Increase Feb-June ‘04

Budget Cap Needed This Monthly
Year Payout
current budget cap = $750,000 $0 $0
$900,000 $150,000 $30,000
$1,100,000 $350,000 $70,000
current spending track > $1,300,000 $550,000 $110,000

3/2/2004



FY 2004-05 Council Budget Review Calendar

NES

Revised

Date Time Agenda
Formal Council Meeting
TT/J;/SS:? y 2:00 Council President presentation of Proposed Budget
PUBLIC HEARING
Wednesda : :
417103 y 1:30 Council Budget Work Session
Wednesday . : i ()
4/14/03 1:30 Council Budget Work Session
" Thursday 2:00 Formal Council Meeting
4/15/03 ' PUBLIC HEARING ONLY
Wednesday 1:30 Council Budget Work Session "
4/21/03 ) : Discussion of proposed amendments
Thursday 5:00 Formal Council Meeting (meeting in Gresham)
4/22/03 ) PUBLIC HEARING ONLY
Formal Council Meeting
-E'.l/g;?oa:%y 1:00 Vote on Amendments
PUBLIC HEARING
Thursda Formal Council Meeting (meeting in Hillsboro)
4/29 /03y} -5:00 Final consideration and approval of FY 2004-05 budget
PUBLIC HEARING ONLY
Thursday 1« FormalCounc:I ﬁéeting' (fn/éeting’iﬁh Wilsohvil/e)
| . 56/04 _Hold for possible approval of budget if can’t be done on April 29th
Tax Supervising and Conservation Commission Hearing
Wescjgja;gay 12:00 Council Chamber Annex ' :
PUBLIC HEARING
Formal Council Meeting (meeting at Metro)
Pt 4:00 | Adoption of FY 2004-05 Budget

PUBLIC HEARING

™) Additional Council budget work sessions may be scheduled at the discretion of the Council
President.
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Revised 3/1/04

FY 2004-05 Budget
Budget Briefings to Council

Budget Briefings will be provided to the Council on the following schedule:

Date/Time

Agenda

Wednesday, March 17, 2004 .
1:30 -4:30

Overview (15 minutes)
General Fund: (30 minutes)
e Excise Tax
e Council
¢ Public Affairs
e Special Appropriations
Regional Parks & Greenspaces (60 minutes)
Central Services: (45 minutes)
Finance & Administrative Services
e Creative Services
e Human Resources
Office of Metro Attorney
o Office of the Auditor
General Council discussion (30 minutes)

Wednesday, March 24, 2004
1:30 - 4:30

Solid Waste & Recybling (60 minutes)
| Planning (60 minutes)
General Council discussion (60 mmutes)

Wednesday, March 31, 2004
1:30 - 4:30

Oregon Zoo (60 minutes)
MERC (30 minutes)
General Council discussion (90 minutes)

o For each department, the assigned Financial Planning analyst will present a short (5 - 10
minutes) summary of the budget. The presentation will include a financial summary and

. significant highlights. -

« Following the brief presentation, it will be opened up for Council discussion of
programmatic issues with specific department staff.

e The agenda provides a time at the end of each day for general Council discussion.

c:\documents and setfings\rebeccallocal settings\temp\budget briefing schedule.doc
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Revised 3/1/04

FY 2004-05 Budget
Budget Briefings to Council

Budget Briefings will be provided to the Council on the following schedule:

Date/Time

Agenda

Wednesday, March 17, 2004
1:30 — 4:30

Overview (15 minutes)
General Fund: (30 minutes)
e Excise Tax
e Council
e Public Affairs
e Special Appropriations
Regional Parks & Greenspaces (60 minutes)
Central Services: (45 minutes)
o Finance & Administrative Services
e Creative Services
e Human Resources
o Office of Metro Attorney
o Office of the Auditor
General Council discussion (30 minutes)

Wednesday, March 24, 2004
1:30 — 4:30

Solid Waste & Recycling (60 minutes)
Planning (60 minutes)
General Council discussion (60 minutes)

Wednesday, March 31, 2004
1:30 — 4:30

Oregon Zoo (60 minutes)
MERC (30 minutes)
General Council discussion (90 minutes)

« For each department, the assigned Financial Planning analyst will present a short (5 — 10
minutes) summary of the budget. The presentation will include a financial summary and

significant highlights.

« Following the brief presentation, it will be opened up for Council discussion of
programmatic issues with specific department staff.

« The agenda provides a time at the end of each day for general Council discussion.

m:\asd\ﬁnance\conﬁdential\budget\fy04—05\council budget review\informal - march 2, 2004\final materials\budget briefing schedule.doc
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