
 

MONROE CITY COUNCIL 

Agenda Bill No. 20-089 
 

SUBJECT: Approve Republic Services Contract Amendment #3 – Sustainability 
Surcharge 

 

DATE: DEPT: CONTACT: PRESENTER: ITEM: 

06/23/2020 Finance Becky Hasart Becky Hasart New Business #1 
 
Discussion: Finance Committee 06/18/2019 
Attachments: 1. Republic Amendment #3 

2. Recycling & Comp Update presentation from 06/18/19 Finance 
Committee 

3. Republic Services Contract 
 

REQUESTED ACTION:  Move to approve Amendment #3 to the Republic Services Contract 
imposing a sustainability surcharge for solid waste services. 

 
POLICY CONSIDERATIONS 
The City of Monroe has entered into 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.  Based on 
worldwide changes to the recycling and solid waste markets affecting the entire industry 
(determined to be qualified as force majeure by legal), Republic Services is requesting a 
sustainability surcharge to address the industry changes which have occurred as a direct result 
of “China Sword.”  

 
DESCRIPTION/BACKGROUND 
The City is currently in the fourth 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 (Attachment 3), second bullet 
point, requires the City to review and approve any rate adjustments requested by our solid waste 
provider. Republic Services is requesting to implement a sustainability surcharge to assist with 
the operational impacts precipitated by China Sword. 
 
China Sword is the label assigned to the worldwide effects of China’s decision, as far back as 
2017, to limit the amount of recycled materials it would accept from various national providers.  
For decades, China was the largest importer of the world’s recycling, with the US providing 
approximately 40% of the inbound stream.  Changes imposed by China regarding acceptable 
contamination levels and China’s ban on accepting any mixed paper has had a profound effect 
on the global recycling industry, leading to higher disposal costs and lower resale cost recovery. 
 
In order to manage the impacts of China Sword, industry providers across the board have either 
raised their rates, or limited the materials which can be recycled, or imposed some combination 
of rate increase with new limitations.  Page 17 of the presentation made to the Finance 
Committee (Attachment 2) illustrates the initial request made by Republic Services regarding 
what type of surcharge was needed to maintain our current curbside standard for recycling and 
organics disposal (no new limitations).  The attached amendment number three (Attachment 1) 
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represents the final negotiated sustainability surcharge after discussion with the Finance 
Committee and negotiation among City and Republic staff.  This surcharge will be reassessed 
on an annual basis.  Monroe consumers subject to this franchise agreement will not need to 
make changes to their existing recycling and yard waste (organics) materials.  Republic Services 
will advertise the surcharge for a minimum of 45 days before becoming effective. 
 

 
FISCAL IMPACTS 
Amendment #3 would impose a $1.86 per month sustainability surcharge per dwelling unit for 
residential and multifamily customers and a $0.50 per month per municipal solid waste yard 
(MSW Yard) for cart based commercial customers.  (Original request was $2.78 per 
residential, $1.18 per commercial yard, and $0.47 per multifamily unit).  The yard 
waste/organics sustainability surcharge would be $0.49 per month (same as original request). 
 
Amendment #3 does include a monthly rate for those households who currently utilize the 
monthly garbage service level.  And all low income senior and disability discounts will also 
apply to this sustainability surcharge. 

 
TIME CONSTRAINTS 
Republic Services had originally requested to impose the sustainability surcharge beginning 
July 2019.  Due to negotiations, and the subsequent COVID-19 limitations on Council actions, 
this request is not being considered more than a year after first discussed.  Once approved, 
there is a 45 day advertising period which must occur prior to the start of the surcharge. 

 
ALTERNATIVES 

 Approve Amendment #3 as is. 

 Direct staff to areas of concern for further negotiation. 
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AMENDMENT #1 – Page 1 of 4 

to Comprehensive Garbage, Recyclables 

and Yard Debris Collection Contract 

AMENDMENT #3 

COMPREHENSIVE GARBAGE, RECYCLABLES AND YARD DEBRIS COLLECTION 

CONTRACT  

between the CITY OF MONROE and RABANCO LTD.D/B/A/REPUBLIC SERVICES OF 

LYNNWOOD 

This AMENDMENT #3 is made and entered into this 23rd day of June 2020 by and between the 

CITY OF MONROE, a municipal corporation of the State of Washington (“City”), and 

RABANCO LTD. A Washington corporation (“Contractor”). 

RECITALS 

WHEREAS, the City and Contractor entered into a Comprehensive Garbage, Recyclables and 

Yard Debris Collection Contract dated January 1, 2017 (“Contract”); and 

WHEREAS, THE TERM OF THE Contract is from January 1, 2017, through December 31, 2021; 

and  

WHEREAS, the parties wish to amend certain terms and conditions of the Contract to improve the 

quality of Recyclables and compostable material collected in the City and to accommodate adverse 

changes in recyclable commodities markets; and 

AMENDMENT 

NOW, THEREFORE, the City and Contractor agree as follows: 

Section 1.  Compensation – New Sustainability Adjustment. Section III.3.2 of the Contract, 

entitled “Rate Modification,” is amended to add a new sustainability adjustment at Subsection 

3.2.3 and to renumber the Contract’s existing subsection 3.2.3 to a new subsection 3.2.4 as follows: 

3.2 Rate Modification 

. . . 

3.2.2.1      Sustainability Adjustment 

To fund the increased costs of the recycling program, including increased costs associated 

with the processing and marketing of Recyclables and compostable material, a 

sustainability adjustment (“Adjustment”) shall be added to each rate charged by the 

Contractor for recurring (i.e. monthly or weekly) service. The Adjustment shall take effect 

on July 1, 2020 or as soon as applicable after RCW 35A.21.152 required notice, whichever 

is later, and terminate one year after the rate takes effect.  The Adjustment shall initially be 

$1.86 per month for single-family residential customers and $1.86 a month per dwelling 

unit for Multifamily Complex Customers and $.50 per month, per MSW Yard for cart-
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and Yard Debris Collection Contract 

based Commercial Customers. The Adjustment shall be subject to any senior low-income 

and disabled resident discount for qualifying single-family residential customers. 

 

The Adjustment shall be re-evaluated, and potentially modified or removed, on an annual 

basis. By April 7, 2021, and every year thereafter until the Contract expires or is terminated, 

the Contractor shall submit a report with the following information from the previous 

period: 

 

1. number of current residential, multifamily, and cart-based commercial 

customers; 

2. tonnage of recycling produced by residential and multifamily customers; 

3. monthly garbage service levels for multifamily and cart-based commercial 

customers (expressed in cubic yards); 

4. commodity revenue (expressed in dollars per ton); 

5. commodity sampling for residential and multifamily recycling (expressed as a 

percentage of all commodities collected); 

6. comparison of commodity revenue and commodity sampling to those of the 

previous period; and 

7. recalculation of the Adjustment. 

 

Adjustments shall be based on changes in commodity value and changes in processing 

costs. The City shall either approve the recalculated Adjustment or modify or deny it if the 

City reasonably believes that the proposed Adjustment exceeds the amount necessary to 

cover losses from commodity revenue. Implementing the modified Adjustment will require 

City Council approval if the recalculated Adjustment is greater than or equal to the June 

over June Seattle-Tacoma-Bellevue CPI-U of the original Adjustment taking effect on July 

1, 2020.  

 

The following table outlines the evaluation periods and deadlines applying to any 

modifications to the Adjustment. 

 

 

Adjustment 

Evaluation Period 

Report to 

City By 

City Decision 

By 

Notify 

Customers 

By 

Modified 

Adjustment 

Effective 

Date 

 

September 

1, 2021  
 October 16 * 

November  

1* 

January 1, 

2022* 

July 1, 2020 to December 31, 2021  

* If the recalculated Adjustment is greater than or equal to 5% of the original Adjustment, the City 

may take longer to decide on and implement the Adjustment, as approving it will require City 

Council approval.  In no event shall any approved adjustment take effect except upon the 

Contractor’s provision of 45 days’ notice to customers in accordance with RCW 35A.21.152. 
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to Comprehensive Garbage, Recyclables 

and Yard Debris Collection Contract 

 

The following definitions shall apply to this subsection 3.2.2.1 

 

 “Commodity revenue” means the average revenue, per ton of inbound material, from the 

sale of commodities produced at the materials recovery facility (“MRF”).  

 

 “Commodity sampling” means a proportionate breakdown of each marketed commodity 

per ton of processed Recyclables. 

 

 “Processing costs” means the average cost, per ton of inbound material, of operating the 

MRF that receives the City’s Recyclables, including but not limited to the cost of Residue 

disposal. 

 

 “Residue” means the material separated during the processing of Recyclables that has no 

market value. 

 

3.2.3 Other Modifications 

 

The Contractor shall not adjust or modify rates due to employee wage increases, the value of 

Recyclables, Garbage collection service level shifts, or other changes affecting the collection 

system other than provided for under Section 3.2.3.  

 

 

. . . . 

 

 

 

 

Section 2.  Effect of Amendment.  The Amendment is in addition to the Contract.  Except as 

otherwise provided herein, the provisions of this Amendment modify, but do not supersede, the 

provision of the Contract.  Except as otherwise provided herein, each provision of the Contract 

shall continue in full force and effect as if this Amendment did not exist.  Except as otherwise 

provided herein, capitalized words and phrases shall have the meanings ascribed to them in the 

Contract. 

 

 

 

 

 

 

IN WITNESS WHEREOF, the parties have executed this Amendment #3, which shall 

become effective as of July 1, 2020. 

 

CITY OF MONROE, WASHINGTON RABANCO LTD. d/b/a/ Republic Services of 

Lynnwood 
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and Yard Debris Collection Contract 

 

 

 

By:      By:       

Geoffrey Thomas, Mayor   Its:       

 

(SEAL) 

 

 

ATTEST: 

 

 

 

      

Interim City Clerk 

 

Approved as to form: 

 

 

 

      

City Attorney 
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Russell Joe
Municipal Relationship Manager

Recycling and Organics 

Challenges
City of Monroe Update

June 2019
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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
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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.

MCC Agenda 6-23-20 
Page 18 of 78

New Business #1 
AB20-089



13

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
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