STAFF REPORT

To: PED Committee Date: May 17, 2016
From: Barbara Whitehorn, CFO Prepared by: Frank McGowan,
Finance & Strategic Services Manager
Via: Gary Jackson, City Manager
Subject: Pay As You Throw Study Update

Summary Statement: To provide the Planning & Economic Development Committee with an
update on the City of Asheville’s study of pay as you throw (PAYT) strategies and next steps.

Review:

In December 2015, the results of the City’s PAYT study were presented to the PED Committee.
At the conclusion of the presentation, members of the PED Committee requested additional
information about options to provide financial relief to low-income individuals who may be
negatively impacted by a PAYT solid waste model. Additionally, the PED Committee asked for
the report from SERA to be shared with the Finance Committee.

After the original PAYT study was provided to PED in December, a critique of the study and
sensitivity analysis were received. This information was also shared with the Finance
Committee and is included with this report.

Fee Relief for Low-Income Residents

Staff requested the assistance of the Legal Department to provide guidance on the permissibility
of discounts or financial aid for low-income individuals. In short, while the City is allowed to
charge different rates for different classes of services (i.e.: based on the cost to deliver the
particular service or the amount received); State and Federal Equal Protection principles require
that the City not unlawfully discriminate between different customers or classes of customers.
One type of unlawful classification is a distinction based on income levels or the ability to pay.

While the City cannot charge low-income or elderly customers a lower service rate based on
their classification, there are other avenues that the City may explore to achieve the same
effect. These options may include establishing a utility rate subsidy program for senior citizens
(statutorily defined as citizens who are at least 60 years old), or establishing a community
development program concerned with the welfare needs of persons of low and moderate
income. If there is interest in either of these programs, further research will need to be
conducted by City staff as to the feasibility, administration and implementation of such a
program.

Critique of SERA’s PAYT Option Analysis by WasteZero

In January 2016, the City of Asheville received a critique of the SERA PAYT Options Analysis
from WasteZero, a B-Corp specializing in bag-based PAYT systems design and solid waste
metering. Waste Zero was specifically mentioned in the SERA report because the company had
presented its services to SACEE as an option to achieve the City’s solid waste reduction goal.

WasteZero questioned the usefulness of the report and cited errors, poorly represented data,
and faulty assumptions. Staff contacted WasteZero to inform them that the concerns would be



reviewed by staff. Staff requested additional information from WasteZero and the company
supplied data to further the City’s analysis.

In addition, staff shared WasteZero’s critique with SERA and requested a written response to
the issues raised by WasteZero.

In February, SERA provided a report to staff responding to WasteZero’s concerns. Their
sensitivity analysis supports the original recommendations across a range of values and
assumptions.

Finance Committee Actions

As part of the City’s budget process, in February the Finance Committee recommended an
increase in the City of Asheville’s solid waste fee from $10.50 to $14.00 per month. This
increase was recommended to increase the level of cost recovery and to advance the long-term
strategy for PAYT.

Subsequently, staff presented the PAYT Options Analysis Report to the Finance Committee as
well as a critique of the report by WasteZero and the sensitivity analysis conducted by SERA.

The Finance Committee endorsed the continued pursuit of a PAYT model solid waste services.
The implementation of PAYT aligns with the City Council 2036 Vision by supporting the goals of
A Clean and Healthy Environment and Smart City. Additionally, the action complies with the
goals outlined in the Sustainability Management Plan and Resolution 14-27 Waste Reduction
Goal for the City of Asheuville.

Staff intends to continue exploring PAYT delivery service models and to return to PED and the
Finance Committee with a recommended model in the near future.

Pros:
o Staff will gain a greater understanding of the bag-based PAYT business model and
financial implications
¢ New vendors will have an opportunity to present their waste reduction solutions

Con: None

Fiscal Impact: None.

Recommendation

Continue to explore a PAYT system for solid waste. Staff intends to issue a Request for
Information for PAYT vendors with specific requests to demonstrate the workings of the
business model, estimated waste reduction, estimated reduction in subsidy for the City, and
financial impacts to residents. In a concurrent process, City staff will model a cart-based
implementation for viability and comparison.

Attachments:
(1) WasteZero Critique of SERA’s PAYT
report
(2) SERA Sensitivity Analysis



