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AGENDA 
 
 

 
I. Call to Order 
 

 
II. Approval Minutes (Meeting of Tuesday, May 14, 2019) 

 
 

III. Unfinished Business 
 
 

IV. New Business 
 

A. YMCA Contract Briefing (Finance) 
 

B. Recycling/Organics Rate Presentation (Republic Services) 
 

C. Reserve Policy – continued (Finance) 
 

V. Other 
 
 
VI. Next Committee Meeting (July 16, 2019, 5:30 p.m.) 

 
A. Agenda Items: TBD Allowable Costs Review (Finance/Public 

Works); Six-Year Utility Funds Projections/Modeling - continued 
(Finance/Public Works) 

 
VII. Adjournment 
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SUBJECT: Recycling/Organics Rate Presentation (Republic Services) 

 
DATE: DEPT: CONTACT: PRESENTER: ITEM: 
06/18/2019 Finance 

 
Becky Hasart Republic Services New Business B.

 
Discussion: 06/18/2019 
Attachments: 1. Republic Services PowerPoint 

2. Current Solid Waste Contract with Republic Services 
 

REQUESTED ACTION:  None.  Information only. 

 
POLICY CONSIDERATIONS 
The City of Monroe has entered a garbage franchise agreement with Republic Services. Per the 
contract, the City is responsible for reviewing and approving any rate adjustment requests by our 
garbage, recycling, and organics (solid waste) disposal provider. 
 
DESCRIPTION/BACKGROUND 
The City is currently in the third year of its five year contract with Republic Services to provide 
garbage, recycling, and organic (solid waste) disposal services (January 1, 2017, through 
December 31, 2021). This contract does automatically renew for successive three year terms 
unless either party provides proper notice to the other prior to the current term’s expiration date. 
 

Section 2.3.1.2 City’s Responsibilities of the attached contract, second bullet point, requires the 
City to review and approve any rate adjustments requested by our solid waste provider. Republic 
Services is here tonight to present to the Finance and Human Resources Committee their request 
for a recycling and organics surcharge.  



Russell Joe
Municipal Relationship Manager

Recycling and Organics 
Challenges
City of Monroe Update
June 2019



Partnering Regionally to Power the Puget Sound’s Organics 
Recycling Infrastructure

Clue Westmoreland
Executive Vice President
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Key Ask from Republic Services
• Continue our active communication concerning 

National Sword developments and potential 
solutions 

• Request Surcharges

1.  Single Family/month $ 2.78

2.  Commercial/month $ 1.18

3.  Multifamily/month $  .47

The path to creating a durable recycling program requires multi-faceted approach
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Key Ask from Cedar Grove 
• Composting costs have risen for two primary 

reasons:

1.  New Department of Ecology Regulations 
implemented into permits 

2.  Increased contamination organics stream

• Cedar Grove is requesting a $ .49 a month 
organics surcharge
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Trends Implications

Some material changing faster than 
capital investment cycles

18M tons in 2000  ~2M in 2015

Trends Strain Existing Model

Material Light-weighting skews current 
success metrics

Water Bottles  Almost 2x transactions

Commodity markets have steadily declined
OCC down 40%  Mixed Paper down 95%

Some material has limited end markets
HDPE (Good)  off-spec PET (Limited)
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Recap - China Sword Explained

Reductions took effect in March 2018, which drove costs and changes at 
most recycling facilities in the country to meet new standards

• A significant reduction in acceptable 
contamination levels (From ~3% to 
0.5%) in any recovered paper and 
plastic grades. 

• Additionally, China banned all mixed 
paper from import, regardless of 
contamination levels. (20% of 
historical stream). 

For decades, China has been the largest importer of the world’s recycled 
commodity, and the U.S. was 40% of the inbound stream.

In 2017, China announced efforts to clean up the country, which included 
dramatic changes for acceptance criteria of imported recyclables.
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Post China – Shift in Commodity Markets

Source:  Financial Times, Oct 24, 2018

• China consumed 
a majority of 
Commodities 
globally

• Alternate 
markets are 
saturated; 
Some countries 
unprepared for 
influx 

Supply and demand economics kick in as commodities flood alternate 
markets world wide
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Post China – Dramatic Shift in Values

Source:  NLC Report, 2018

• Only 35% of processed 
commodities have 
current positive value 
(Metals and OCC).

• Excess material results 
in low/negative value for 
most commodities 
(Mixed Paper and Mixed 
Plastics)

• Normal supply and 
demand theories in play.

Recycling Processors move the material, but average values are 
down 50%+ from recent years



9

0.00

10.00

20.00

30.00

40.00

50.00

60.00

70.00

80.00

90.00

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Rate per Ton

13 Year Average

The recycling commodities market is full of peaks and valleys. 
For the past 13 years, we’ve seen the average price at 
$64/ton -- as high as $83/ton to a low of $40/ton.  In 2018, 
we fell off the mountain.

Recycling Commodity Value
2005-2017 plus 2018 three-month average
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($5.50)

$0.00

U.S. Recycling Costs: Then and Now
THEN Household cost artificially 

low to foster adoption
Costs lower due to inbound 
material being cleaner and 

heavier

Industry Avg

Net Position

$2.00/Mo $60/Ton

($3.00/Mo) ($1.50/Mo)

Still artificially low but with 
higher costs to run 
Collection service

Dramatically higher costs from 
labor, technology and 

equipment, along with lighter 
material

Contamination average 
up to 30%, requiring 
more transport and 

disposal

$3.00/Mo $100/Ton $100/Ton

($4.00/Mo) ($2.50/Mo) $1.50/Mo

COLLECTION PROCESSING

NOW

Industry Avg

Net Position

$50/Ton

($0.50/Mo)

Average values down 
significantly, further 
impacted by China 

Sword

Low contamination 
averages, attributed to 
focus on basics and no 

diversion mandates

$200/Ton

$4.60/Mo

$25/Ton

($0.10/Mo)

Commodity values 
strong, due to Supply 

& Demand and 
cleaner material

COMMODITY RESIDUAL
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Recommended Business Model

The cost of a recycling program is the sum of fees for two services; the 
Collection Fee and the Net Processing Fee
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Residential Willingness to Pay for Recycling

Based on third-party research, residents are willing to pay a fair price 
for recycling.
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Informing the Public

Over 1 Billion media impressions on the topic, on articles interviewing 
Republic Services team alone

• Public needs 
to understand 
the issue

• Economic 
reset is 
needed for 
long term 
viability

• Public 
awareness on 
what and how 
to recycle
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Reassessment of Accepted Materials

Recycling programs must focus on Sustainable Materials Management, not 
simply diverting material that may have no beneficial use

• Municipalities need to shift program focus to Sustainable 
Materials Management-based views, which looks at the overall 
benefits of each accepted material in the stream.

Some packages have evolved to 
less marketable materials

• Programs have drifted to focus on 
total diversion rates, rather than 
what materials are truly beneficial to 
recycle 

• Some collected materials are 
recyclable, but lack local end 
markets, or have a negative recycling 
value.  These realities render the 
processed materials unmarketable

($10)

Glass has a negative value to recycle
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Key Topics Going Forward

• Evaluate Program Recyclables that offer best 
benefit to planet

• Consider better metrics to track success

• Increase Public Education, leading to lower 
contamination and better commodity values

• Update the Business Model – Two services 
provided in a recycling program (without 
reliance on commodity value)

The path to creating a durable recycling program requires multi-faceted approach
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Key Conclusions

• Continue to communicate with our partner cities 
on new National Sword developments

• Requested Surcharges

1.  Single Family/month $ 2.78

2.  Commercial/month $ 1.18

3.  Multifamily/month $   .47

4.  Organics/month $   .49

The path to creating a durable recycling program requires multi-faceted approach
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Russell Joe
Municipal Relationship Manager
Republic Services
e: rjoe@republicservices.com
o: 425.646.2496 c: 425.503.6994

Clue Westmorland
Executive Vice President
Cedar Grove 
e: cluew@cgcompost.com
o: 877.764.5748 c: 206.713.5680















































































































 

MONROE CITY COUNCIL 
Finance & Human Resources Committee Meeting 

Tuesday, June 18, 2019, 5:30 P.M. 
 

Agenda Bill 

2019 Committee
Councilmembers
Patsy Cudaback

Jason Gamble
Kirk Scarboro

 

SUBJECT: Reserve Policy – Continued  

 
DATE: DEPT: CONTACT: PRESENTER: ITEM: 
06/18/2019 Finance 

 
Becky Hasart Becky Hasart New Business C.

 
Discussion: 02/12/2019; 06/18/2019 
Attachments: 1. Resolution No. 008/2015 Current City Reserve Fund Policy 

2. 2019 Current Reserve Levels (Budgeted) 
3. GFOA Best Practice Guidelines for General Fund 
4. GFOA Best Practice – Working Capital 
5. RCW 35A.33.145 
6. City of Elgin, Illinois article (cite: GFOA website) 

 

REQUESTED ACTION:  None - information only. Further discussion and review of staff 
recommendations will occur at a subsequent committee meeting. 

 
POLICY CONSIDERATIONS 
As we work toward reviewing and potentially updating the City’s reserve policy, the following are 
the policy questions under consideration: 

 Which funds should be included in the reserve policy? 
 What is an appropriate level of reserves for each fund? Appropriate measurement? 
 What is an appropriate level of reserves for the City as a whole? 
 How does each individual fund level relate to the level for the City as a whole? 
 How and when can reserves be used? 
 If fund levels fall below target, how will the reserves be replenished? 

 

It is a goal of this administration to work with the Council toward adoption of an appropriate 
updated reserve policy no later than May 2019. 
 
DESCRIPTION/BACKGROUND 
{The terms fund balance and reserves will be used interchangeably throughout this agenda bill.} 
 

The City Council is responsible for all fiscal policies. The City’s current fund balance policy was 
last updated in 2015. While it is a best practice that is viewed favorably by both the State Auditors 
and debt ratings services to have an adopted policy, it is also a best practice to periodically review 
the policy and update if needed. 
 

A strong reserve fund balance policy will address the following areas: 
 Why we should maintain a fund balance; 
 What is the appropriate level of fund balance; 
 How a fund balance may be used; and 
 How to replenish a fund balance if it goes below the policy level. 

 

As we review our current policy, it is recommended that we address all four areas (if not already 
in the policy) in our update. The first and third bullet points are pretty straight forward. The bulk of 
our discussion will occur in the second and fourth bullet points. 
 

 
  



What is the appropriate level of fund balance? 
 

When establishing an appropriate level of fund balance, there are many guidelines which can 
help inform our analysis. The General Finance Officers Association (GFOA) is a national 
organization which publishes many guidelines and best practices that meet generally accepted 
accounting principles for use by all types of governments. Attachment 3, GFOA Best Practice 
Guidelines for General Fund, is a good starting point as we discuss appropriate reserves for our 
General Fund and general revenue fund types, such as Fund 105 Streets Operations and 
Maintenance (O&M). 
 

In the Guidelines for General Fund, the GFOA recommends consideration of the following items 
when determining an appropriate reserve balance (page 2 of Attachment 3): 

 The predictability of revenues and volatility of expenditures; 
 The perceived exposure to significant one-time outlays; 
 The potential drain on the general fund by other funds; 
 The potential impacts to our bond ratings; and 
 Our various contractual commitments and assignments. 

 

GFOA does recommend that at a minimum, regardless of the government’s size, that an 
unrestricted fund balance be at least two months of our general fund expenditures, which is our 
current policy (two months equals seventeen percent). 
 

For our utility funds, fund balance is defined by the GFOA as working capital. Attachment 4, GFOA 
Best Practice – Working Capital, is a good starting point for discussion regarding an appropriate 
fund balance level for water, sewer, and storm O&M. 
 

As with the general type funds, GFOA recommends specific items to consider when determining 
an appropriate fund balance (page 2-3 of Attachment 4). For our purposes, the following are the 
items most related to our operations: 

 Support from the General Fund; 
 Transfers out; 
 Cash cycles; 
 Customer concentration; 
 Demand for services; 
 Control over rates and revenues; 
 Separate targets for operating and capital needs; and  
 Debt position. 

 

GFOA does recommend that at a minimum a target of forty-five days of working capital would be 
the minimum we should target in our policy (forty-five days equals twelve percent). Our current 
policy does target twelve percent for the three utility O&M funds. 
 

Other required reserves. 
 

In addition to the targeted reserves for the General Fund and utility O&M funds, the City’s current 
reserve fund policy also requires funding a Contingency Fund. RCW 35A.33.145 allows for the 
ability to have a contingency fund, but does cap the amount at thirty seven and one half cents per 
each one thousand of assessed value for the entire city ($0.375 per $1,000 AV). Per our policy, 
this is in addition to the seventeen percent held in the General Fund.   
 

Other policy required reserves include Risk Management (Fund 622), Employee Sick Leave 
(Fund 621), Information Technology Services (Fund 510), Equipment & Fleet Management (Fund 
520, Facilities Management (Fund 530), General City Capital (Fund 307), and utility capital funds. 
 

How to replenish a fund balance if it goes below the policy level. 
 

As part of the adopted policy, GFOA recommends that the policy address how reserves would be 
replenished should the balance fall below target. Various potential sources of replenishment could 



include prior year excess reserve over target, banked property tax capacity, rate increases, 
transfers from non-restricted funds, one-time revenue sources such as construction related sales 
taxes, etc. When determining the appropriate sources of reserve replenishment (and priority of 
the sources), we should use the same considerations that are recommended for determining an 
appropriate reserve level (listed above). 
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Budgeted Policy
Fund No. Fund Name Amount Target Required Notes

F001 General Fund 2,875,083 2,479,945 Y
Budgeted amount includes $63,374 in restricted reserves.  
Unrestricted frequently exceeds targeted amount (For FY 2019, 
$331,764)

F002 Contingency 975,760 975,760 Y
Changes each year based on assessed value.  Is trued up with first 
amendment.

F105 Street O&M 292,801 NA N

F307 Capital Improvement Projects 0 0 Y
Target amount is the statutorily required hold for trails from gas 
taxes.  Trails money in F317 (Parks CIP)

F317 Parks CIP 33,740 33,740 N
While not required by our policy, is required by statute (0.42% of 
fuel tax collected) and fluctuates depending on use

F411 Water O&M 638,359 638,359 Y
Each year, excess over reserve is tranferred to the corresponding 
capital fund.

F412 Water CIP 4,158,329 TBD Y

F421 Sewer O&M 847,945 847,945 Y
Each year, excess over reserve is tranferred to the corresponding 
capital fund.

F422 Sewer CIP 6,990,247 TBD Y

F431 Stormwater O&M 235,178 235,178 Y
Each year, excess over reserve is tranferred to the corresponding 
capital fund.

F432 Stormwater CIP 175,484 TBD Y
F510 Info Technology Services 152,069 NA Y Amount is 19% of budgeted expenses
F520 Equip & Fleet Management 4,548,489 4,260,270 Y Amount is $288,219 over target
F530 Facilities Management 75,911 NA Y Amount is 5% of budgeted expenses

Subtotal 21,999,395 9,471,197

F621 Employee Sick Leave 425,000         425,000         Y
Fund is not budgeted (trust fund).  Amount exceeds policy but is 
only about 1/3 of our potential liability.

F622 Risk Management  148,898         148,898         Y Fund is not budgeted (trust fund)
Subtotal 573,898       573,898      

Total all reserve 22,573,293 10,045,095
Total without capital funds 6,700,744   5,784,825  

2019 Current Reserve Levels (Budgeted)





















General Fund Reserves Help Boost Bond Ratings 
 
Thursday, January 14, 2016 
Since the recession of 2008, economic conditions have fluctuated between adequate and poor 
for the City of Elgin, Illinois, but it has been able to stabilize its bond rating through strong 
financial policies – most notably, those governing its general fund reserve levels. In fiscal 2009, 
on the heels of the largest economic downturn in recent history, Elgin’s revenue picture looked 
uncertain. The city had demonstrated sound financial stewardship but couldn’t escape the 
impact of broader, nation-wide, economic conditions. And despite cutting spending by 
approximately 10%, as well as adopting a new service delivery model, Elgin was worried about 
its bond rating – the city simply wasn’t in a position to absorb increased borrowing costs. 
 
The Finance Department therefore identified several financial objectives for the coming years 
and drafted them into formally adopted financial policies. One objective was to maintain or 
upgrade Elgin’s bond rating by Standard and Poor’s (AA+), Fitch Ratings Services (AA+) and/or 
Moody’s Investors Service (Aa2). Making such an explicit statement provided focus, giving the 
city a clear and easily quantifiable target. 
 
Determining how to achieve this goal was the next step. The city met the challenge by creating 
additional policies requiring the city to keep cash reserves at 16% to 19% of annual 
expenditures. The commitment did not go unnoticed by the rating agencies, untimely resulting in 
the city gaining AAA status on its general obligation bonds from Fitch Ratings in 2015. Among 
the positive factors the agency noted were “very strong liquidity in unrestricted government cash 
and short-term investments” and “very strong budgetary flexibility [due to] available reserves.” 
The rating agency’s Financial Management Assessment methodology also found the city’s 
management conditions to be very strong because of it financial policies and practices. 
 
For more information on Elgin’s financial policies and bond rating, please visit the city’s website. 
 
From GFOA website 
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