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SPU Recycling Processing Contract SUM
Sally Hulsman
D1

Screen Reader Users: Make sure settings include reading strikethrough and underline font attributes.

Summary and Fiscal Note

1. Legislation Summary
Department: Seattle Public Utilities

Title: An ordinance relating to Seattle Public Utilities; authorizing the General Manager
and Chief Executive Officer of Seattle Public Utilities to enter into a contract with Waste
Management of Washington, Inc., to provide recycling processing services for The City

of Seattle; and ratifying and confirming certain prior acts.

Background: The Seattle Public Utilities’ current recycling processing contract with
Rabanco, Ltd. expires on March 31, 2027. The utility in 2025 issued a Request for
Proposals (“RFP”) for new contracts and reviewed the submitted proposals. It selected
Waste Management of Washington, Inc. (“‘WM?”) based on the evaluation criteria in the
RFP and negotiated a new five-year processing contract, with two 3-year extensions,
that will begin in April 2027. This ordinance would authorize SPU to sign and implement
the contract in 2026 to provide sufficient lead time for WM to purchase, receive, and

deploy new equipment for an additional recycling material receiving facility.

The new contract aligns with the 2026-2028 approved rates. The contract would cost

more than the current recycling and disposal contract primarily for two reasons:

1. The expiring contract was signed in 2007 and recycling processing rates have

increased since that time.
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2. The new contract will improve recycling materials processing outcomes that
result in several key benefits. It improves the sorting of recycling materials into
higher grade commaodities and reduces the loss of recyclables into garbage. It
also has higher goals for regional markets and markets that have reduced
negative environmental impact and improves overall end-market transparency.
These improvements will result in higher commodity revenues, reduced costly
residual (garbage) disposal charges and improved trust and participation in

recycling.

Summary Attachments: None

2. Capital Improvement Program (CIP)

Does this legislation create, fund, or amend a CIP Project?
L] Yes

X No
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3. Summary of Financial Implications

Does this legislation have financial impacts to the City? Yes. The new contract is
estimated to cost $6.4 million in 2027, an increase in overall processing costs since the
last contract was signed in 2007. The new contract rates are in line with current
recycling processing industry standards for strong recycling outcomes, including high
capture rates, high quality commodity manufacturing, lower disposal rates and improved
sales and marketing outcomes and transparency.

Projected contract costs for the remainder of the Strategic Business Plan period (2027-
2030) are an additional $4.2 million compared to the latest solid waste rate study.
Recycling commodity revenue is expected to decrease during the same period by
$2.4M due to declining market prices for recycling commodities. Rates are set through
2028 and due to strong financial performance of the solid waste fund there should not
be an impact to the SBP rate path. Annual inflation adjustments are at 80% CPI, the
same terms as the Organic Processing Contracts, which are the most recent solid
waste contracts.

Yes

O No

a. Expenditure Change to Other Funds

2026 2027 est. 2028 est. 2029 est. 2030 est.
NA ($34,690) $1,234,198 $1,381,995 $1,605,924
b. Revenue Change to Other Funds
2026 2027 est. 2028 est. 2029 est. 2030 est.
NA ($653,817) | ($605,660) | ($596,215) | ($541,168)
3

211



SPU Recycling Processing Contract SUM
Sally Hulsman
D1

3d. Other Financial Impacts

a. Does this legislation create any other financial impacts for The City of
Seattle, such as direct or indirect costs, one-time or ongoing, that aren’t
mentioned above? If yes, please explain these impacts.

No.

b. If the legislation has costs that can be covered within the current budget,
explain how. Does the department have extra resources in its budget to handle
these costs? Or does the department need to shift resources away from other
work to handle these costs?

NA

c. What financial costs or other impacts might happen if this legislation is
not implemented?

The current contract term ends March 31, 2027, with no option for an extension.
Without the new contract in place, there will be no mechanism for the City to process its
recyclables.

d. How might this legislation affect other City departments besides the one
that proposed it?

NA

4. Other Impacts

a. Does this legislation require a public hearing?
X Yes

X No

b. Does this legislation require a notice to be published in The Daily
Journal of Commerce and/or The Seattle Times?

1 Yes

X No
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c. Does this legislation affect a piece of property?

No

d. Race and Social Justice Initiative impacts:

1. How does this legislation affect vulnerable or historically
disadvantaged communities? How did you come to this conclusion?
Please consider both impacts within City government (like employees and
internal programs) and in the broader community.

The recycling processing contract is one of several large SPU solid waste
contracts and is one of the smaller contracts in terms of net financial impact,
compared to the solid waste disposal and collection contracts. Therefore,
increases in the recycling contract cost will have lower overall rate impact to
customers than the other contracts. This contract’s processing fee has increased
over the prior contract. To address this, it introduces terms to offset the higher
processing fee. These terms include improved recycling processing and
commodity quality requirements which increase commodity volumes and
revenues and reduce disposal costs to ratepayers.

2. Please attach any Racial Equity Toolkits or other racial equity
analyses used to develop or assess this legislation.

3. What is the Language Access Plan for communicating with the
public about this legislation? SPU will update all educational communications
related to this new contract.

e. Climate change impacts:

1. Emissions: Will this legislation significantly increase or decrease
carbon emissions? Attach any studies or materials that inform your
answer.

This contract will improve the processing of recyclables into commaodities,
reducing carbon emissions. It will also ensure SPU can intervene if garbage is
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introduced into the environment based on poor capture rates and poor
commodity sales.

2. Resiliency: Will this legislation make Seattle more or less able to
adapt to climate change? If it reduces resiliency, explain what can be done
to lessen the impact.

NA

f. If this legislation creates a new program or expands an existing one, what
are the long-term, measurable goals? How will this legislation help achieve those
goals? What methods will be used to track progress?

NA

g. Does this legislation create a non-utility CIP that involves shared funding
with a non-City partner or organization?

No
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Procurement Process

Governance & Utilities Committee

June 11, 2026
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Legislation Purpose

* To authorize Seattle Public Utilities to enter into a
contract with Waste Management of Washington
(WM), Inc., to provide recycling processing services
for the City.

Seattle Public Utilities @ City of Seatim



Solid Waste Contracts Overview
ContractType | Curent Contractor__|start____|end

Recyclables Republic 4/1/2009 3/31/2027
Processing
Long-haul & WM 4/1/1991 3/31/2028
Disposal
Curbside WM 4/1/2019 3/31/2029
Collection ReCOlOgy (ext. options 2031 / 2033)
C&D Collection WM 4/1/2019 3/31/2029

(ext. options 2031)
Organics Cedar Grove 4/1/2024 3/31/2030
PrOCGSSi ng LE NZ (ext. options 2034 / 2036)

Seattle Public Utilities @ City of Seattjs
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Seattle’'s Recycling Background

Estimated Overall Tons Generated (Disposed + Recycled
+ Composted) and Population
Generated = Disposed + Recycled
900,000
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Seattle’'s Recyclables Processing Contract &
Procurement Process

* Seattle contracts for residential Cities with Processing Service Contracts
recyclables processing separately

from collection contracts. WA: Tacoma, Olympia, Spokane, Vancouver

. i Others: Los Angeles, San Diego, NYC, DC
) ’ I r ¥
* Seattle’s contract with REpUb“C Minneapolis, St. Paul, San Antonio, Austin, Fort

Services started in 2009. Worth, Durham, Toronto
* Current contract terms are outdated
and insufficient.
* To prepare for this contract:

 Benchmarking study & RFI
* RFP issued April 2025

Seattle Public Utilities @ City of Seattm



RFP Responses & Evaluation

* Two Proposals were received from
Republic and WM

WM scored higher on both technical
and price.

* Technical: WM >50% higher

* Criteria include: commodity capture
residual waste rates, processing,
marketing and operator
performance/experience, contingency
processing options.

* Price: WM > 43% lower

Seattle Public Utilities @ﬁ City of Seatigy


Presenter Notes
Presentation Notes








Proposal Evaluation

SCORES BY EVALUATION CRITERIA:

Vendor Processing Experience, Operational, System Price Inclusion Plan Final Result
and Marketing Past Sustainability (AppendixB  (Appendix B (Max Score
Philosophy & Performance and Workforce Form 4) Form 1) 100)
Proposed and Feasibility Success 0-10 Points 0-10 Points
Approach (Appendix A  (Appendix A 30 Points 10 Points
(Appendix A Section B) Section C) (30%) (10%)
Section A) 0-10 Points 0-10 Points
0-10 Points 20 Points 10 Points
30 Points (20%) (10%)
(30%)
Waste 7.8 7.8 7.8 10 4.6 81.4
Management of
Washington,
Inc.
Republic 5.4 4.6 5.4 5.5 4.8 52.1
Services

Seattle Public Utilities @ City of Seattym



New Contract Cost Overview

* New contract is estimated to cost
approximately $6.4 M in 2027, an increase
from $S1.4 M in 2025.

* Solid Waste Fund will absorb the costs with
no rate path impact

* Contract costs are based on several factors:
* Recyclable Materials Processing Fee
* Monthly Commodity Credit revenue

* Since 2009, the industry has seen significant
changes impacting overall processing costs.

Seattle Public Utilities @ﬁ City of Seatty



Recycling Market Context

 Market context is VERY different today
than in 2009

* Materials mix in curbside recycling
has changed substantially

* More complex stream requires
processing improvements

* Markets now demand cleaner
commodities

« Commodity values are continually
changing

Seattle Public Utilities @ﬁ City of Seatiy




Recycle Reform Act Impacts

» Statewide Recycle Reform Act
legislation. Passed last year.

e Packaging producers will fund
recycling for packaging
products.

e Reimbursement schedule:
2030 -50%, 2031 — 75%, and
2032 -90%

i 7e
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Additional Contract Terms updates

* Maintain Affordability

* High quality processing. Capture as much ;"‘ - ] B
. . . . 1 _, - -
recyclables as possible into high quality _ e —x Tiem— e
commodities s _._..__,H“.l“ :

* Flexibility to adjust to industry changes

* Strong Environmental Outcomes

* Transparency. We will know where our
materials are being sent and whatis
happening to them.

* Accountability. Performance Fees and
Audits to ensure high quality processing

Seattle Public Utilities @ﬁ City of Seatigy
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In Summary

 Goalto approve Contract atthe June 11 Committee
meeting in order to purchase equipment to build out
systems for 2027 contract start date

* This contract will move our recyclable materials to
Tacoma and Woodinville with increases in Seattle
receiving facility infrastructure and labor.

* Increase to Seattle employment to receive material

* RRA will grow volumes so all MRFs will be at capacity.

* Current Republic MRF will likely see significant
automation improvements

* |Improved contingency processing

Seattle Public Utilities @ﬁ City of Seatigy



Contract Principles & Goals

Principles: Goals:

- Transparency 1) Responsibly recycle materials from the blue cart by:
e Capturing as much recyclable material as possible and
- Flexibility * Delivering commodities to buyers that will use materials in a
way that maximizes positive enviro/social outcomes
(preference for local/domestic, highest/best use).
2) Have a cost structure that:
* Maintains Affordability
* Pays for efficient/effective service that meets goal #1, and
 Assigns City credit / risk for value of commodities.

- Accountability

Seattle Public Utilities @ City of Seatigy



Marketing & End Use Reporting

Goals for delivering to Responsible e By

; Becomes polyester fiber
Becomes new plastic A
3 for clothing
. containers
T Stanley, NC \
Becomes compost /
\ Becomes picture frames

Recycling Markets

. Commodltles primarily marketed in North Dissover where of thot '\
Amenca diverted waste ends Up.’ ’ \ CAIEI:‘OAIRD&PI::PER P':L:;Ttltl;zﬂ:fhgs
* Once under contract, names, locations of Ll e
recycling market(s)/broker(s) used and end
u S e S Becoges gtlu_ss bottles
* Ability to intervene on sales to markets
that do not operate sustainably. TR i

plastic containers
Becomes pulp for paper

e Contract will include structured processes
for addressing large market fluctuations.

Seattle Public Utilities @ City of Seatigy




Materials & Processing Audits
SYSTEM UIT

\

* Annual materials & processing audits will:

 Determine the proportions of each Commodity and of Residual.
* Evaluate compliance with processing specifications. RESIDUAL AUDIT
e Calculate the Average Market Value per ton (for commodity credits).

 Determine the amount of Contaminants/Residual to be returned for disposal.

Seattle Public Utilities @ﬁ City of Seatm



Performance Management

Performance Monitoring & Fees Highlights:

* >10% Residual
> 30% Glass contamination limit (NGR +fines)

Commodity quality failures

Failure to process materials

Failure to perform required audits

Performance Reporting :

* Required reporting expanded significantly to
manage all facets of Contract

Seattle Public Utilities @ﬁ City of Seatm




Additional Notable Contract Terms

 Current contract terms are outdated
and insufficient.

* New contract includes needed
improvements that ensure affordability
and strong environmental outcomes.

Seattle Public Utilities @ﬁ City of Seatfmy




Additional Notable Contract Terms
ContractType | CurentContractor | start____|end | Dollars(2025)

.Recyclables Republic 4/1/2016 3/31/2027 Gf0§82$7.6M
Processing MBS TA
Long-haul & WM 4/1/1991 3/31/2028 $21.5M
Disposal

Curbside WM 4/1/2019 3/31/2029 WM §50,3M
Collection Recology (ext. options 2031/2033) Recology: $54,2M

C&D Collection WM 4/1/2019 3/31/2029 Approx. $70,000

(ext. options 2031) Franchise Fee to City

Organics Cedar Grove 4/1/2024 3/31/2030 Cedar Grove: $1.8M
Processing LENZ (ext. options 2034 /2036) Lenz: $3.9M

Seattle Public Utilities @ City of Seatify





