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Part 1. Update Current Funding Mechanisms

Overview and Recommended Focus Areas for Part 2 Research

As the Department of Ecology was updating the State Solid Waste Plan, local governments and other
stakeholders expressed concerns regarding how to strengthen the state’s funding system for solid waste
management. To help address those concerns, the Department of Ecology contracted with Cascadia
Consulting Groups to research potential options. Thisresearchis divided into three parts. This paper
reportson Part 1, updatinginformation on existing funding mechanisms. It also lays the ground work for
ideastoresearch for Part 2. Part 3 will make recommendations based on research findings and
stakeholderinput.

Cascadia Consulting Group (Cascadia), with input from FCS GROUP and Abbe and Associates, identified,
reviewed, and summarized 27 solid waste funding mechanisms currently used in Washington State into
an Excel-based spreadsheet (included as an attachment). Of these, 10 mechanisms are used at the state
level, 15at the local level, and 2are or could be implemented at eitherthe state orlocal level. A
description of key information and criteria collected for each funding mechanism s presented in the
Matrix Spreadsheet section on page 7. Appendixlincludesadiscussion of additional backgroundissues
that are importantto understand when considering funding mechanisms, including those listed in the
matrix spreadsheet. Of the reviewed mechanisms, Cascadiaidentified 19 current funding mechanisms
that have potential to address funding and stability concerns, in some cases with adjustments. In Part 2,
the Cascadiateam will research and add potential funding mechanisms from outside of Washington
State to the spreadsheet and develop afull list of potential funding mechanisms for the Department of
Ecology.

Researchincludedaliterature reviewand stakeholder survey, which are described in Research
Methodology on page 11 along with a high-level summary of survey results. Appendix 2 contains a list of
the funding mechanisms that Cascadiareviewed in detail based on those identified in the initial
literature review and the stakeholder survey. The survey instrument and individual stakeholder survey
comments are presentedin Appendix 3.

Research Themes and Recommended Focus Areas for Part 2

Cascadiareviewed the matrix of current funding mechanisms and stakeholder survey responses to
identify gaps and focus areas that will benefit from additional researchin Part 2 (listedin Table 1 below;
Cascadiawill focus onthe large gaps). Overall, the following themes emerged from the Part 1 research;
relevant considerations from stakeholders are noted initalics.
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System components without transactions that can easily be converted into fee-for-service
activities and that do not correlate with tonnages generated are a large or moderate-to-large
funding concern and would benefit from focused research in Part 2. These elementsinclude:

® Education, outreach, and waste reduction.

® Moderate risk waste collection, transport, and disposal, along with operations and
infrastructure for active MRW facilities. Note that charging a fee could discourage residents
from using proper disposal methods.

® General administration and planning.

® Litter clean-up and education. The Litter Tax on the sale of items that commonly become
litter is not necessarily directly proportional to the amount of litter collected using Litter Tax
funds; moreover, a portion of the Litter Tax was redirected between 2009 and 2017.*

® |llegal dumping and other enforcement. The violators cannot always be identified;
jurisdictions may not be able to set fines high enough to cover investigation and cleanup .

® Monitoring, maintenance, and remediation of inactive facilities—when post-closure funds
are insufficient, either because not enough was saved pre-closure or because required
post-closure activities increased after the facility had already closed.

In contrast, fee-for-service system components that are associated with regular transactions are
less of a concern and do not require focused research in Part 2. These include:

® Garbage collection, transport, and disposal along with operations and infrastructure for
active facilities—adequate when the collection system charges rates to cover these costs.
However, public infrastructure financing poses a concern: approximately 10 percent of solid
waste collection tax revenues are estimated to have historically been used for solid waste
infrastructure loans while the remaining 90 percent funded other types of public
infrastructure loans; moreover, solid waste collection tax revenues have been redirected
away from the Public Works Trust Fund since 2011. 2

® Some recycling and organics collection, transport, and processing along with operations and
infrastructure for active facilities—adequate when the collection system charges rates to
cover these costs without relying on commodity sales, which can fluctuate. However, similar
to garbage infrastructure, recycling and organics infrastructure also has public infrastructure
financing concerns.

® Permitting and permit-based enforcement—adequate when permit fees have been set to
cover these costs.

® Contract administration—adequate when contracts include sufficientadministrative fees.

! Washington State Legislature, HB 1060 - 2015-16, “Directing state investments of existing Litter Tax revenues
under chapter 82.19 RCW in material waste management efforts withoutincreasingthe taxrate,” 2015,
http://app.leg.wa.gov/billsummary?BilINumber=1060&Year=2015.

2 CascadiaConsulting Group, “Solid Waste Management Cost Flows in Washington State,” 2007,
https://fortress.wa.gov/ecy/publications/SummaryPages/1607013.html.

Washington State Legislature, RCW 82.18.040 (Solid Waste Collection Tax: Collection of tax—Payment to state).
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Collection rates must sustainably cover costs for all waste streams as total waste decreases and as
more waste moves from garbage to recycling and composting, so Part 2 will include a discussion
of setting sustainable utility rates.

® Rates must be able to cover recycling and composting costs; calculating rates solelyon
garbage quantities is expectedto pose funding challenges first as recycling and composting
increase and, second, when commodity prices for recyclable materials are low.

® Rates should sufficiently cover fixed costs-- those that do not decrease in direct proportion
with tonnage decreases, such as the cost of household pick-up by a collection vehicle (which
is more related to the number and distance between households than whether the vehicle
picks up 5 pounds or 50 pounds per household).

State-level funding—such as the Hazardous Substance Tax, the Solid Waste Collection Tax, and
the Litter Tax—supports local programs but risks being redirected to other uses:

® State-level funding supports grants that are a key source of funding for local governments,
particularly for rural and Eastern Washington communities.

® State-levelfunding sources risk being redirected to other uses, especially during economic
downturns—even when the original legislation dedicated funding to specific solid waste
system components. While pressures may lessenas the economy improves, the state
legislature’s need for additional education funding to comply with the McCleary decision
may continue both to place pressure on existing state-level solid waste funds and to limit
the creation of new sources of state-level solid-waste funding for the foreseeable future.

While not addressed by this current research effort, opportunities to reduce costs, such as by
switching to every-other-week garbage collection, may existto extend the reach of current funding
sources.

Summary of Current Funding Mechanisms

Table 1 summarizes current funding mechanisms and focus areasto address in the Part 2 research. The
more extensive matrix of currentfunding mechanismsis included as a separate attachment.
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Table 1. Summary of Funding Sources and Part 2 Focus Areas

Solid Waste System Component Current Sources Focus Areas to Addressin Part 2

Components with Large Gaps

Moderate Risk Waste: e Collectionratesandtipfees, e Alternative utility models
utility/administrative fees, taxes e Fundingoptionsnotbased on waste quantities
e Collection, transfer, transport, v/ §op q
. . e Feesongarbage accounts generated
disposal, and processing . . . . . .
. e HazardousSubstance Tax (HST)via = e Fundingoptions particularly for counties with lower
e (Capital improvementsand . . . . .
. . Coordinated Prevention Grants incomesthan the state average and consist mainly of
equipment (ordebt service for ) . . .
] (CPG) (safe disposal of MRW) rural areas that create higher curbside collection
financed purchases) .
e Productstewardship (currently, costs

e Operations, maintenance, or

. . programsare limited tocomputers, e Productstewardship models fromelsewhere
monitoring of active facilities

televisions, mercury-containing
lights statewideaswellas and
pharmaceuticalsin certain counties)

Monitoring, maintenance, and e Collectionrates, tip fees, and e Fundingoptions when closureaccounts are expended
remediation of inactive facilities surcharges e Fundingoptions particularly for counties with lower
(e.g., closed landfills) e Landfill maintenance and closure incomesthan the state average

accounts (established from rates e Fundingoptionstoaddress monitoringand

and fees) remediation requirements that have increased

unexpectedly after closure
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Table 1. Summary of Funding Sources and Part 2 Focus Areas

Solid Waste System Component Current Sources Focus Areas to Addressin Part 2

Components with Moderate to Large Gaps

Education, outreach, or technical e Collectionrates, tip fees, and e Fundingoptionsnotbased on waste quantities

assistance forrecycling, organics, surcharges generated

MRW e Per-accountand household-based ® Fundingoptions particularly for counties with lower
fees incomesthanthe state average

e HSTvia CPG (recycling, composting,
MRW)
e Productstewardship (limited)

Waste reduction programs (for e Collectionrates, tip fees, and e Fundingoptions notbased on waste quantities
example, programs may address surcharges generated
reducing material usein e Per-accountand household-based ~® Fundingoptions particularly forcounties with lower
manufacturing and packaging, reuse fees incomes than the state average
and sharing, other programsto e HSTvia CPG (waste reduction
preventthe generation of solid programs)
waste)
Litter/illegal dumping clean-up and e Littertax e Fundingoptions notbased on waste quantities
prevention e Collectionrates, tip fees, and generated
surcharges e Alternativestoorsupplementsfor CPGand Litter Tax
e HSTvia CPG (enforcement) funding
e Penalties e Fundingoptions particularly for counties with lower

incomes than the state average or with remote areas
forillegal dumping

e AlternativeLitter Tax and product stewardship
models from elsewhere
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Table 1. Summary of Funding Sources and Part 2 Focus Areas

Solid Waste System Component

Current Sources

Focus Areas to Addressin Part 2

General administration and planning

Permittingand enforcement

Components with Limited Gaps
Garbage, recycling, ororganics:

e Collection, transfer, transport,
disposal, and processing

e Capitalimprovementsand
equipment (ordebt service for
financed purchases)

e Operations, maintenance, or
monitoring of active facilities
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Collectionrates, tip fees, and
surcharges

Administrative and planning fees
levied on haulers

HST via CPG (planning)

Permitfees

Penalties

Collectionrates, tip fees, and
surcharges

HST via CPG (enforcement)

Collection rates; tip and processing
fees; commodity revenues; and
utility and administrative fees and
taxes

Feesthrough solid waste districts
HST via CPG (recyclingand
composting)

Product stewardship (limited)
Public Works Trust Fund (limited to
loans for infrastructure)

Funding options not based on waste quantities
generated
Alternatives orsupplements for CPGfunding

Funding options particularly for counties with lower
incomesthanthe state average

Alternative permit and penalty fee models from
elsewhere

Alternatives or supplements for CPGfunding
Funding options that take into account different
enforcement requirements (such as size and
environmental risk) for different facilities.

Guidelinesforsetting sustainable rates

Alternative utility models

Funding options for recyclingand composting
Funding options particularly for counties thatare
more distant from recycling markets, have lower
incomesthan the state average, and have rural areas
that create higher curbside collection costs

Product stewardship models from elsewhere
Funding options forinfrastructure investments
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Matrix Spreadsheet of Current Funding Mechanisms

The Cascadia teamidentified, reviewed, and summarized solid waste funding mechanisms currently
used in Washington State into an Excel-based spreadsheet. Key information and criteriafor each funding
mechanism were developed for the following categories:

® Mechanism name and type

® Who isimplementingthe mechanism

® Components of the waste system that are funded
® Financial strength and stability

® Environmental and social sustainability

® Feasibility

Each fieldincluded in the Excel spreadsheet, as well as key evaluative criteriafor each spreadsheetfield,
isdescribedin more detail in Table 2.

Table 2. Funding Mechanism Matrix Fields

Matrix Field Description

Overview
Mechanismname Formal name of the mechanism (orif common name, if applicable).

Mechanismshort = Short description of the mechanism, including an overview of who pays, on what
description basis, and for whatend use.

Data sources Websites, reports, orotherreferences used to obtaininformation about the
funding mechanism.

Who pays? Indicates which of the following pays eitherindirectly or directly underthe
funding mechanism:
e Consumer(atpurchase)
e Disposer(duringdisposal)
e Collector/hauler/processor/facility
e Manufacturer/retailer
e Other(describe)

For example, curbside collection fees are an example of afunding mechanism
that is paid directly by the disposer.
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Table 2. Funding Mechanism Matrix Fields

Matrix Field Description
Fundingtype Categorize the funding mechanism type as one of the following:
o Userfee

e Extended producerresponsibility (EPR)or product stewardship program
e Otherwaste-related fee(including permits)

e Waste-related tax

e Excise, sales, ormanufacturingtax/fee

e Commoditysales

e Enforcementfine/penalty

e Grants and loans

e Non-waste funds

Whois using the mechanism?

Jurisdictions Example list of jurisdictions where the mechanismis used. In addition, specify:

where used and e Theregionwhere used: Western Washington, Eastern Washington, another

applicability of U.S. state, outside of the United States

the mechanism ¢ The populationsize category of jurisdictions where used: large (greaterthan

(list) 250,000 residents), medium (50,000to 250,000), and small (lessthan
50,000)

Example entities  Description of the entity (e.g., city, hauler) that uses the mechanism, including
(descriptive) partners, if applicable.

Applicability of Description of the applicability of the mechanism by the following:
mechanism e Urban, rural, or both
e Type of entity (city, county, state, collector/hauler, processing facility,
retailer/manufacturer, other)

Components funded
Waste streams Notes whetherthe mechanism funds garbage, recycling, organics processing, or
funded moderate risk waste. Foreach funded waste stream, indicates whetherthe

majority of funding fromthe mechanismis used on that waste stream
(“primary”) ornot (“secondary”).
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Table 2. Funding Mechanism Matrix Fields

Matrix Field Description
System Notes which of the following system components the funding mechanism
components supports:
funded e Collection, transfer, transport, disposal, and processing
e Capitalimprovementsand equipment (or debt service forfinanced
purchases)

e Operations, maintenance, or monitoring of active facilities (active landfills,
otherdisposal sites, recycling, composting, and moderate risk waste
facilities)

¢ Monitoring, maintenance, and remediation of inactive facilities (e.g., closed
landfills)

e Education, outreach, ortechnical assistance

e Waste reduction programs

e Litter/illegaldumpingclean-up and prevention

e General administration and planning

e Permittingand enforcement

e Otherexpenditures (such asthe Public Works Trust Fund, city taxes, or the
general fund)

For eachfunded system component, indicate whether the majority of funding
fromthe mechanismis used onthatsystem component (“primary”) ornot

(“secondary”).
Pass-through Note pass-through funding, if any. Forexample, the Washington State
funding (ifany) Hazardous Substance Tax is deposited into various accounts managed by the

state, such as the Local Toxics Control Account, before being distributed to end
usessuch as through Coordinated Prevention Grants thatlocal governments use
to fundtheirrecycling, composting, moderaterisk waste, and enforcement
activities.

Financial strength and stability

Funding base A description of the unit on which the funding mechanismis based. Forexample,
curbside collection fees are based on the number of customers, frequency of
collection, and (depending on the rate structure) the volume of garbage
collected. Otherexamples of funding bases include property squarefootage,
business revenue, and number of permitted landfills.

Fundingbase level A qualitative assessment of the size (narrow, moderate, or broad) of the funding
base. In general, afunding mechanism that can apply to the general population
(e.g.,aproperty tax applied on all households) is broad, while amechanism that
appliestoonlya subset of materials ora small number of customersis narrow.
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Table 2. Funding Mechanism Matrix Fields

Matrix Field

Description

Correlation of the
fundingbasein
relationto...

Adequacy for
purpose

Dedication of the
source to solid
waste

Indicates whetherthe funding base is correlated, somewhat correlated, ornot at
all correlated to each of the following:

e Garbage quantities

e Total waste quantities (including composting and recycling)

e Commodity prices

“Correlated” meansthe funding base increases or decreases directlyin
proportionto changesinthe othervariable; “somewhat correlated” indicates
that the fundingbase islikely toincrease ordecrease with the othervariable,
but the relationshipis not as direct; and “not correlated” means that the funding
base is not affected by changestothe othervariable.

A description of the adequacy of the funding mechanism for the system
componentsitisintendedto fund. Adequacy is based on both the strength
(amount of fundingavailable, which typically depends on setting fees and rates
appropriate) and stability (consistency despite changes in garbage quantities,
waste generation, and commodity prices) of the funding mechanism.

Indicates whetherthe funding mechanismis fully or partially dedicated to the
solid waste system. The funding mechanismis considered fully dedicated if
legislation enabling the funding source specifies thata setamountor portion of
the funding must go to the solid waste system. Partially dedicated indicates that
the waste systemislistedin legislation as a recipient of funding but that the
amount of the allocationis not defined.

Environmental and social sustainability

Environmental
sustainability

Equity,
environmental
justice, and social
justice
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For each mechanism, categorizes whetherthe mechanism supports
environmental sustainability as one of the following: incentive, noimpact,
disincentive, or mixed. Includes a description of how and what the mechanism
incentivizes, such as:

e Recycling, organics processing, and waste prevention

e Properwaste disposal; notlittering ordumping

e Feedbacktomanufacturers(e.g., incorporating end-of-life costs)

e Otherenvironmental standards

A description of the impact of the mechanism on equity, environmental justice,
and social justice. Elements to considerforeach mechanisminclude:

e Who paysunderthis mechanism, andisthe burden onthose who are
able to pay and those who benefit fairly?

o Aretheredifferentcostsandimpactsto urban versus rural customers, or
based on where the material isto be disposed versus where it was
generated?

e Doesthis mechanism have geographically disproportionate impactson
the prevalence of littering, illegal dumping, or toxicwastes disposed?
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Table 2. Funding Mechanism Matrix Fields

Matrix Field Description

Feasibility

Administrative A rating of the administrative complexity as high, moderate, orlow. In general,
complexity factors thatadd complexity include the need for tracking and reporting systems,

the method by which material fees are assessed, and how and from whom
paymentsare collected.

Include notes that provide context for the administrative complexity rating; in
particular, indicate what particular elements of the funding mechanism either
add to or reduce complexity.

Feasibilityrating = A ratingof the feasibility of implementinga mechanism as high, moderate, or
low.

Include notes that provide contextforthe feasibilityrating related to political
and technical considerations, particularly which elements of the funding
mechanism are likely to face political or technical barriers. For mechanisms that

are alreadyin place across Washington state, the feasibility ratingis noted as
“high” since no additional work is needed to implement the mechanism.

Research Methodology

To identify and assess current funding mechanisms used in Washington State and potential new
mechanisms, Cascadia reviewed previously published papers and conducted aweb-based survey of solid
waste system stakeholders. More details on each of the research methods are provided inthe sections
that follow.

Literature Review

Cascadiareviewed the following existing documents previously written or commissioned by the
Department of Ecology to compile current funding mechanisms used in Washington:

® financing Solid Waste for the Future: Background Paper for Beyond Waste (2004)
® Solid Waste Management Cost Flows in Washington State (2007)

® Revenue Sources to Fund Recycling, Reuse, and Waste Reduction Programs (2011)

Cascadiaincluded all mechanisms reported as used in the Washington (either statewide or by individual
jurisdictions) inthe funding mechanisms matrix. Funding mechanisms used elsewhere in the United
States or internationally will be added in Part 2.
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Stakeholder Engagement—Survey Responses

Cascadiaengaged solid waste system stakeholders through a web-based survey conducted December 7-
23, 2016. The Department of Ecology sentinvitation emails to the State Waste Plan Listserv; local
jurisdiction recycling coordinators, environmental health directors, and moderate risk waste
coordinators; members of the Waste 2 Resources Advisory Committee; and Ecology Waste 2 Resources
staff members. Inaddition, the Washington State Recycling Association (WSRA) included a notice of the
surveyinits email newsletter. The survey asked respondents about the following topics:

® New and innovative mechanisms that have been implemented or considered but not
implemented.

® Most pressing gaps in funding and funding mechanisms.

® Additional resources (e.g., other jurisdictions or utilities) for research on innovative funding
mechanisms.

Overall, 127 respondents participated in the survey. Cascadiaincluded questions regarding
demographicsto assess whetherrespondents represented the range of solid waste system stakeholders.
A summary of survey resultsis provided below. Verbatim responses, excluding contactinformation and
information that could identify individual respondents, are attached as Appendix 3.

To obtain additional input regarding solid waste collection rates regulated by the Washington Utilities
and Transportation Commission (WUTC), Cascadiainterviewed the Assistant Director for Waterand
Transportation at the WUTC. Information from this interview on WUTC-regulated collectionratesis
incorporated into the summary in the Rate Models section of Appendix 1.3

Respondent Demographics

Respondents represented a broad cross-section of the solid waste industry by geography, organization
type, solid waste material, and solid waste system component. Percentages sum to more than 100
percent because respondents wereinvited to selectall responses thatapplied tothem.

Figure 1 showsthe distribution of survey respondents across Eastern and Western Washington as well
as across urban/suburban and rural areas. The majority of respondents (70%) said they workin (orlive
in, for members of the public) Western Washington. Approximately two-thirds (68%) said they work in
an urban or suburban area, and about one-third (35%) said they workin a rural area. Respondentswho
selected “Other” indicated that they worked in all areas of the state, out of state, or on projectsat a
national orglobal scope.

3 Interview with Danny Kermode, AssistantDirector for Water and Transportation, Washington Utilities and
Transportation Commission, December 2016.
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Figure 1. Survey Respondents’ Area of Work by GeographicAreaand Population Density

n=122
Western WA, urban or suburban area 55%
Western WA, rural area 17%
Eastern WA, urban or suburban area 16%
Eastern WA, rural area 19%
Other 4%
0% 20% 40% 60%

The types of organizations that survey respondents worked fororrepresented are shownin Figure 2.
Two-thirds (67%) of respondents worked for a county or city publichealth or publicworks departmentin
solid or household hazardous waste. Respondents who selected “Other” described themselves as
members of solid waste industry associations, federal employees, city or county publichealth
employees notinsolid waste, water and resource conservation department employees, and university
staff.

Figure 2. Organization Types Represented by Survey Respondents

H Western WA Eastern WA  m Other n=121
State agency [ 5%
County public works department [ 25%
County public health department [ 21%

City I—— 21%
Privatesector [ [ 12%
Advocacy organization [ 3%
Member of the public not in solid waste Wl 1%

Other INNNNNN [0 12%
0% 5%  10%  15%  20%  25%  30%

Most respondents reported working on multiple waste types. Asshown in Figure 3, three-quarters (75%)
of respondents reported working on recycling. Each of the other major material type areas (garbage,
composting ororganics processing, household hazardous or moderate risk waste, or waste reduction or
reuse) were represented by atleast half of respondents. Other areas noted by respondentsincluded
product stewardship and upstream materials management (design for recyclability and reuse), program
management, publichealth, construction and demolition materials, industrial and industrial hazardous
waste, water quality, and government relations.
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Figure 3. Solid Waste Types with which Respondents Work

m Western WA Eastern WA m Other n=121

Garbage _ . 70%
Recycling _ . 78%
Composting or organics processing _ I 58%
Household hazardous or moderate risk waste _ I 69%
Waste reduction or reuse _ . 65%

Not applicable - do not work in solid waste I 3%

Other -I 13%

0% 20% 40% 60% 80% 100%

Finally, the survey asked respondents to indicate which components of the overall waste system they
worked on. Figure 4 shows which solid waste system components respondents reported working on.
Approximately half of respondents reported working on education, outreach, or technical assistance
(52%) and administration and planning (48%). Other common areas of work included waste prevention
or source reduction (39%), regulatory activities such as permitting and enforcement (38%), and
collection, transfer, and transport (30%). Othersolid system components in which respondents reported
workingincluded engineering, utility billing, water quality, and grant or contract administration.

Figure 4. Solid Waste System Componentsin which Respondents Work

m Western WA Eastern WA 1 Other n=121

Collection, transfer, and transport [ 0 31%
Active disposal facilities [ 0 18%
Active processing facilities [ 77 21%
Inactive disposal facilities [ 719%

Regulatory activities, permitting, or enforcement [ I 40%
Education, outreach, or technical assistance [ I 55%
Waste prevention or source reduction programs [N N 40%
Clean-up and prevention of litter and illegal dumping [ I 29%
Administration and planning [ | 50%

Not applicable - do not work in solid waste [l 3%

Other [ 7%

0% 20% 40% 60%
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In general, the organization types, solid waste types, and solid waste system componentsin which
respondents worked were similarly distributed among respondents working in Eastern and Western
Washington. Key differences were:

® Alarger percentage of Eastern Washington respondents (74%) worked on household hazardous
or moderate risk waste than those in Western Washington (64%).

® Asmaller percentage of Eastern Washington respondents (55%) worked on waste reduction or
reuse (64% in Western Washington).

® Alarger share of respondents in Western Washington (60%) report working on education,
outreach, and technical assistance than those in Eastern Washington (39%).

® Asmaller share of Western Washington respondents (24%) work on clean-up and prevention of
litter and illegal dumping than Eastern Washington respondents (45%).

Respondent-identified Funding Gaps

Cascadiaasked each surveyrespondenttoanswerthe following question: “What parts of the solid
waste system doyou see as having majorgaps infunding now or inthe foreseeable future?” Inreply,
75 respondents provided comments. Figure 5shows areas with funding gaps highlighted by more than
foursurvey respondents. Respondents noting a need for alternative funding sources primarily cited cuts
in Coordinated Prevention Grant (CPG) funding and other grant funding, an overreliance on grant
funding, orthe instability and insufficiency of disposal -based funding.

Figure 5. Top Funding Gaps Identified by Respondents

m Western WA Eastern WA

Need for alternative funding sources [ 18 respondents
Education [N 16respondents

Permitting/enforcement/regulatory [N 14 respondents
Recycling system [ 12 respondents
Household hazardous waste [N 10 respondents

Clean-up & prevention of litter/dumping [ 10 respondents
Waste prevention/reduction [ 7 respondents
Organics [ 5 respondents
Closed site clean-up & monitoring [ 5 respondents
Infrastructure funding [ 4 respondents
Producer responsibility [ 4 respondents

0 5 10 15 20

In general, Eastern Washington respondents were more concerned about recyclingand household
hazardous waste fundingthanthose workingin Western Washington. Western Washington respondents
were more concerned about education. Western Washington respondents were also more concerned
about closedsite clean-up and monitoring and funding for waste system infrastructure. The percentage
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of respondents who cited the top funding gaps fora given region (Eastern or Western Washington) is
shownin Figure 6.

Figure 6. Top Funding Gaps by Percentage of Respondents

B Western WA (54 respondents) Eastern WA (18 respondents)

] 9
Need for alternative funding sources 22% 26%

Education 11%
Permitting/enforcement/regulatory 2 22%
Recycling system 22%
Household hazardous waste 28%
Clean-up & prevention of litter/dumping 17%
Waste prevention/reduction 6%
Organics 6%

Closed site clean-up & monitoring

] 0,
Infrastructure funding 7%

I 0,
Producer responsibility g%

0% 10% 20% 30%

When asked about funding mechanisms forindividual system components that could address current
and potential future gaps, respondents continued to emphasize current gapsin their responses. One
majortheme emergedin the respondent comments: ahigh reliance on Coordinated Prevention Grants
(CPG). Respondents cited use of CPG funds to support a portion of nearly all system components. Many
respondents also noted that recent cuts to available CPGfunding have resulted ininsufficient funding
for the system components. When describing funding mechanisms for system components (see next
sectionformore detail), alarger portion of respondents working in Eastern Washington cited CPGor
othergrants as part of theirexisting system component funding, suggesting greater relianceon grant
fundinginthisregion. Overall, 63 percent of Eastern Washington responses concerned CPGor other
grant funding, comparedto 25 percent from respondents who work in Western Washington. For other
types of funding mechanisms such as tip fees, several respondents recognized and noted that funding
based on disposal volumesis unsustainable, but they did not suggest alternatives.

Although not mentionedinthe survey responses, Washington State budget allocations show that the
Solid Waste Collection Tax has historically been deposited into the Public Works Trust Fund (which funds
publicinfrastructure improvements) but has not beenreserved forsolid waste.* Instead, Public Works
Trust Fund money can be used for any type of publicinfrastructure, notably drinking waterand
wastewater.® Analysis of spending on solid waste managementin 2005 estimated that approximately 10

4 Washington State Legislature, RCW 82.18.040 (Solid Waste Collection Tax: Collection of tax—Payment to state).
5 Washington State Legislature, Chapter 43.155 RCW (Public Works Projects).
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percent of Solid Waste Collection Tax revenues are used for solid waste infrastructure.® Since 2011, the
Solid Waste Collection Tax has been fully redirected away from the Public Works Trust Fund to the
state’s General Fund.” Forfiscal years 2016-2018, half of revenues from the Solid Waste Collection Tax
will be depositedintothe Education Legacy Trust Account, and half will continue to be depositedinthe
General Fund. Because funds deposited in the Public Works Trust Fund are not reserved to the type of
infrastructure that created the revenues, somesolid wasteinfrastructure projects have received funding
fromthe PublicWorks Trust Fund even duringthis period of redirection.

Startingin 2009, fundingredirections of the Litter Tax forced Ecology to suspend litter programs such as
a prevention campaign and survey, litter hotline, and efforts related to secured load requirements.®
Agency work on waste reduction and recycling was also reduced with the funding cuts. The main
funding redirection of $5 million perbiennium to state park maintenance was supposed to end in fiscal
year 2017 (HB 1060).° However, as of this writing, draft budgets for FY 2017-19 are still diverting this
money to State Parks.

Respondent-identified Funding Mechanisms

Cascadiareceived 74 funding mechanism suggestions from 40 different respondents covering the range
of solid waste system components. Of the funding mechanisms suggested, about1in 5 were not
currentlyinuse (that respondents knew of). Proposed funding mechanisms notyetin use are included
inresearch under Part 2.

Though already in use for collection and recycling of some toxicor hard-to-handle productsin
Washington (e.g., computers, televisions, and mercury-containing lighting statewide and
pharmaceuticalsinlimited counties), product stewardship and extended producer responsibility
programs were a mechanism commonly noted by respondents for arange of system components,
particularly for collection and recycling.

The remainder of comments from survey respondents addressed funding mechanisms already in use by
specificjurisdictions or organizations. Many comments also described funding gaps for waste system
components ratherthan funding mechanisms.

Based on the surveyresponses, we observed that jurisdictions lacked reliably dedicated funding
sources for nearly all system components, except solid waste handling (excluding moderate risk waste),
permitting, and litter. Respondents reported system components such as education, enforcement,
waste reduction, and moderate risk waste collection as typically lacking fully dedicated funding. Funding
for these componentsincludesolid waste handling sources (such as collection, tip, or hauler contract
fees) aswell as city general funds and grants that have many allowable uses. Even forcomponents with
dedicated funding sources, the level of “dedication” canvary, such as when the state legislature

6 CascadiaConsulting Group, “Solid Waste Management Cost Flows in Washington State,” 2007,
https://fortress.wa.gov/ecy/publications/SummaryPages/1607013.html .

7 Washington State Legislature, RCW 82.18.040 (Solid Waste Collection Tax: Collection of tax—Payment to state).
8 Washington State Department of Ecology, “Budget & Program Overview 2015-2017,” December 2015,
https://fortress.wa.gov/ecy/publications/SummaryPages/1501007.html.

9 Washington State Legislature, HB 1060 - 2015-16, “Directing state investments of existing Litter Tax revenues
under chapter 82.19 RCW in material waste management efforts withoutincreasingthe taxrate,” 2015,
http://app.leg.wa.gov/billsummary?BilINumber=1060&Year=2015.
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redirected Litter Tax receipts to fund State Parks. In addition, dedicated funding does not necessarily
provide adequate funding: several respondents noted that existing permitting fees were inadequate to
support compliance with mandates, ongoing monitoring activities, and enforcement activities.

Appendix 1: Background Discussion

When considering funding sources and mechanisms forsolid waste, itis helpful tounderstand afew
background topics:

® The difference between fees and taxes.

® Coordinated Prevention Grants, a major source of funding for local governments to support
activities not related to waste handling.

® Options for counties to establish solid waste disposal districts.
® Considerations when developing rate models.

Fees and Taxes

Authorizationand allowable uses forfunding depend on whetherthe funding sourceisafee or a tax.
Fees have more restricted uses but are easierto assess while taxes have more flexible uses but are more
difficultto obtain authorization for. Taxes fund general benefits to a broad population, while fees fund
specificand particular benefits to those who pay the fees.

A feeisa charge imposed forthe primary purpose of recouping costs of providing a service to the payer.
If an excess portion of the fee is used to pay for something otherthan costs related to the service on
whichthe feeisapplied, the excess portionisatax. A charge imposed by the governmentis considered
atax ifit has the primary purpose of raising revenue, with funds used for general government services.

In Covellv. Seattle (1995), the Washington State Supreme Court described three ke y factors that
determine the legality of fees:

® The primary purpose must be regulatory in nature.
® The money collected must be used only for the authorized regulatory purpose.

® There must be "a direct relationship betweenthe fee charged and the service received by those
who pay the fee or betweenthe fee charged and the burden produced by the fee payer.”

Coordinated Prevention Grants

Coordinated Prevention Grants (CPG) are grants distributed by the Washington State Department of
Ecology to helplocal governments develop, implement, and enforce solid and hazardous waste
management plans and projects. CPG funding typically comes from the Local Toxics Control Account
(LTCA), whichisfunded by the Hazardous Substance Tax on the first possessionin the state of
substances such as petroleum products, pesticides, industrial chemicals, and acids. The Washington
State Legislature sets the exact disbursement of LTCA funds to CPG every two years. For the 2017-2019
biennium, the proposed CPGfundingis $10 million inthe Governor’s Budget, down from $15 millionin
2015-2017 and $28 millionin 2013-2015. Hazardous Substance Tax collection levels decreased between
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2013 and 2017, and the Legislature used a portion of these funds to support Ecology staff and programs
that had previously been paid for by the General Fund.® Occasionally CPG funding comes from other
sources; forexample, fundingin 2015-2017 came from the State Building Construction Account.!?

The grants are splitacross two differentareas: 80 percent of the available CPGfunding goesto solid and
hazardous waste planning and implementation; and the remaining 20 percentis usedto fund solid
waste enforcement projects. Grants for both planning/implementation and enforcement projects are
funded on a combination of formula grants and competitive applications, with the maximum potential
award by county (orcity, for those that are not signatories on a countywide plan) determined by
formula.

For the planningand implementation grants (80% of CPG funding), each county is eligible forabase
fundingamount plus an amount determined on a per-capita basis. 12 Cities that have an approved
independent solid waste management plan are eligible forafundingamount equal only to the per-
capita determination; they are noteligible for the base funding amount. Ecology uses official population
estimatesfrom the state’s Office of Financial Management to determine the per-capitaamount. CPG
reimburses upto 75 percent of eligible costs; recipients must contributea minimum of 25 percent cash
or in-kind match.

Eligible enforcement projects (20% of funding) can include both direct enforcement activities and
educational programs that facilitate enforcement forthe applying jurisdictions.*® Enforcement award
amounts are setinthe same manneras planning and implementation grants (described above), but
both the base amountand per-capitaaddition are lower. County health departments use CPGto fund
solid waste enforcement staff to monitor and oversee facilities, conduct facility inspections, respond to
illegal dumping complaints, and providetechnical assistance on hazardous waste handlingand disposal.

Historically, Washington jurisdictions—particularly smaller counties and cities—haverelied on CPG
fundsfora significant portion of theirlocal recyclingand hazardous waste programs.* CPGfunds have
been usedto helplocal governments pay for new recycling containers, processing equipment such as
balersand conveyers, new trucks, and education programs.

Solid Waste Disposal Districts

State law (Revised Code of Washington 36.58.100) authorizes the establishment of asolid waste
disposal district by any county with a population of less than 1 million residents. A solid waste disposal
districtauthorizesthe levy and collection of an excise tax on residents and businesses who live or

10 Washington State Office of Financial Management (Budget Division), “Report to the Legislature: Washington
State Model Toxics Control Act Accounts,” November 2016,
(www.ofm.wa.gov/reports/MTCA_ReportNov2016.pdf).

11 Department of Ecology, “Waste 2 Resources Program Funding Opportunities: Coordinated Prevention Grants
(CPG),” http://www.ecy.wa.gov/programs/swfa/grants/cpg.html (Accessed January2017).

12 Department of Ecology, “2015-2017 Coordinated Prevention Grant Guidelines,”
https://fortress.wa.gov/ecy/publications/SummaryPages/1507003.html (Accessed January 2017).

13 Department of Ecology, “2015-2017 Coordinated Prevention Grant Guidelines,”
https://fortress.wa.gov/ecy/publications/SummaryPages/1507003.html (Accessed January 2017).

14 http://www.ecy.wa.gov/services /fs/2016_ECY 461 Suplmntl Budget FINAL v2.pdf, August 2015:p.7.CPG
provides 31 percent of funding for local recycling and hazardous waste programs (excludingthe largest counties).
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operateinthe district to provide forand fund solid waste services. Asolid waste disposal district may
also collectdisposal fees based on weight or volume at disposal sites or transfer stations.

Solid waste disposal districts may provide for all aspects of solid waste disposal; however, asolid waste
disposal district does notauthorize the jurisdiction to engage in collection for residential or commercial
garbage. Solid waste disposal districts are also authorized to:

® Levy a property tax within the district for a one-year period for operating or capital purposes
when authorized by its electors (registered voters who reside in the district); levy authority
must be renewed annually.

® |ssue general obligation bonds for capital projects.

® |Issue revenue bonds to fund other disposal activities.

Jurisdictions in Washington that have formed solid waste disposal districts include Whatcom, Lewis, and
San Juan counties and LopezIsland (within San Juan County). Examples of funding sources that these
jurisdictions use underthe authority of the solid waste disposal district are below:

® Whatcom County Disposal District charges an excise tax of $8.50 perton on charges paid for
solid waste collection by each residential unit and by each businessin the district. Whatcom
County uses collected funds for overall solid waste management planning, education, and
community outreach activities.?®

® San Juan County Disposal District leviesa surcharge on the operator of vehicles deliveringloads
to disposal sites or transfer stations based on vehicle type; this funding goes to the district solid
waste fund. Use of the solid waste fund is restricted to waste disposal activities, including, but
not limited to, the closure of the Orcas Island Landfill; expenses for selection, study, planning
for facilities for handling solid waste and recyclable materials; and construction of any County-
owned facilities for handling solid waste and recyclable materials.!®

® Both the San Juan Disposal District and Lopez District are authorized to levy an excise tax on
charges paid to certificated haulers for solid waste (garbage only); the charge is a percentage of
collection charges billed by haulers and is set by ordinance by the governing bodies of the
districts.

® Lewis County Disposal District establishedinter-local agreements with cities in Lewis County to
direct all garbage to the county’s transfer station, from which the district receives tip fees. Tip
feesare currently transferred to the county’s solid waste divisionto pay for transfer station
operations, landfill post-closure activities, and all other solid waste division activities not funded
by other sources. Other sources of funding include grants from Ecology, recycling revenues, and
funds from other departments for solid-waste-related activities (such as litter clean-up along
county-owned roads).’

15 Interview with Jeff Hegedus, Whatcom County Solid Waste Management Program (February 2017).

16 San Juan County Code 8.12.160:
http://www.codepublishing.com/WA/SanJuanCounty/html/SanJuanCounty08/SanJuanCounty0812.html#8.12.160
(Accessed January 2017)

17 Interview with Steve Skinner, Lewis County Solid Waste Services (February 2017).
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Solid waste service providers can use avariety of rate models to set customerfees forservice. Municipal
service providers and private providers contracted to a municipality have greaterflexibility in choosing
theirrate model. Solid waste collectors regulated by the Washington Utilities and Transportation
Commission (WUTC) must follow state regulations, particularly the core principle that rates collected
from one set of customers cannot be used to subsidize rates foranotherset of customers (exceptin very
limited circumstances). Cities and counties can also affect rate models by setting service standards and
requirements, such as mandatory service, even if they do not set the rate model directly.

In general, service providers can set rates based on varied combinations of flat and variable fees. Fees
may be additionally segmented by criteriasuch as:

® Container type (e.g., roll-offs, dumpsters, carts).
® Customer type (e.g., single-family residential, multifamily, commercial).

® Material stream (e.g., garbage, recycling, organics).

Ratherthan charging differentfees for each material stream collected, some municipal and municipally
contracted providers offer “embedded” recyclingand/or organics service, which means that the cost of
recyclingand/ororganics collection is bundled in with the cost charged for garbage service. Underthis
structure, recycling and/ororganics collection often appears “free” to the subscriber. WUTC-regulated
collectors are prohibited from this rate model —although counties can mandate subscription torecycling
and composting service forall who sign up for curbside garbage service.

Variable fees can be levied as an alternative orin addition to flat fees. Variablefees may be based on:

® Volume of service (by container size and/or by number of containers for pick-up).
® Quantity of disposed material (e.g., tonnages).

® Frequency or number of pick-ups; this is a common fee structure for collection of large roll-off
containers, for example, instead of a monthly collection fee.

Service providers can use variable fees to incentivize waste reduction and recycling through forms of
pay-as-you-throw (PAYT) rate models in which rates vary substantially based on waste volume or
guantity. New technology can expand options for charging variable fees by actual service usage;
examplesinclude on-board scales that weigh containers when they are collected and radio frequency
identification (RFID) tags that allow collection trucks to identify when each containeris collected.

Finally, service providers mayinclude avariety of additional fees, such as fees foratypical and harder-to-
collect material such as bulky item pick-up (e.g., mattresses, appliances), fees foradditional services
such as unlocking agate to reach containers, penalties for contaminated material streams, and
administrative feesimposed by ajurisdiction to coverregulatory or contract administration or
jurisdictional othersolid waste activities.

Factors to considerin settingan appropriate rate model include equity, affordability, desired levels of
service, financialincentives for desired behaviors (e.g., recycling over disposal), and stability of revenue.
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Appendix 2: List of Current Funding Mechanisms

| Mechanism Name
Hazardous Substance Tax (Washington State)
Coordinated Prevention Grants (cities and counties across the state)
Solid Waste Collection Tax (Washington State)
Voluntary Reduction Plan Fee (Washington State)
Hazardous Waste Generation Fee (Washington State)
Litter Tax (Washington State)

Feeson Gross Revenues for Solid Waste Collectors (Washington Utilities and Transportation
Commission)

Enforcement penalties for littering and illegal dumping (Washington State and local governments)
Permit Feesforsolid waste handling facilities (local governments)

Excise Tax via Solid Waste Disposal District (Counties in Washington State)

Local Hazardous Waste Fee

Administrative Fees, Franchise Fees, Surcharges, and Other Feesin Collection Contracts (Washington
State citiesand counties)

Administration and Planning Fees Outside Collecting Contracts (Washington State counties)
Performance fees on solid waste contracts

E-Cycle Washington (electronics EPR program)

LightRecycle

Enhanced producerresponsibility for pharmaceuticals (Washington State counties)

Core Vehicle Battery Charge (Washington State)

Tire Retailer Fee (Washington State)

Tip Fees

Flow Control Measures (jurisdictions in WA state)

Curbside collection fees (variant: fee-based garbage service with “free” recycling and/or composting)

Curbside collection fees (variant: separate fees for garbage, recycling, and composting with voluntary
subscription to recycling/composting)

Curbside collection fees (variant: separate fees for garbage, recycling, and composting with
mandatory subscription to recycling/composting)

Sales of Recyclable Commodities, Compost, or Organic Products

Revenue-sharing Agreements with Haulers

Energy Recovery, Landfill Gas, Biogas, Waste to Energy, and Refuse -Derived Fuel
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Appendix 3: Stakeholder Survey Instrument and Comments

The following appendix contains:

® The survey instrument
® Verbatim stakeholder comments regarding:

® |dentified gaps in solid waste system funding

® Funding mechanisms currently in use in Washington or mechanisms that should be

researched

® Other people, organizations, reports, or funding mechanisms to research

® Other comments, suggestions, and concerns

Note: comments were edited to remove email addresses and phone numbers.
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