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Executive Summary 

The King County Council has contracted with Gershman, Brickner and Bratton, Inc. (GBB) and its subconsultant, MSW Consultants, to review and evaluate the financial and operational assumptions the County’s Solid Waste Division provided to the County Council on the topic of performing the collection of recycling roll-off containers at each of its nine (9) recycling drop-off sites and make recommendations.  The County’s Solid Waste Division (Division) has advocated the “in-sourcing” of the roll-off collection work because, over the course of time, the Division believes it will save $5.2 million over a ten-year period of time.
The Division’s proposition to “in-source” this work means that the Division would purchase five roll-off trucks, hire six drivers, and haul the roll-off containers seven days a week to the contracted processors.  The Division would replace the work that now is being done by a private contractor, ReNu Recycling.
To fulfill the County Council’s desire to assess the viability of the Division’s business plan, the GBB Project Team made site visits to the recycling drop-off facilities, interviewed the current collection contractor and Division staff, and reviewed numerous documents pertaining to this issue.  
The GBB Project Team took the County’s numerous editions of its financial model and evaluated them in two ways.  First, the model was reviewed for thoroughness.  This means that GBB Project Team members, who have designed and operated roll-off collections, evaluated the components of the Division’s financial model to see if it adequately accounts for the expenses of such an operation.  Second, the GBB Project Team built its own financial model of a collection system to analyze the roll-off services in question.  This financial model has been prepared in the same format as the Division’s projections for easy comparison. 
The result of this examination is that the County’s business model is ambitious.  The GBB Project Team believes it is unrealistic to expect that five trucks and the personnel the Division has estimated can achieve the productivity levels and cost savings estimated by the Division. 
The following table summarizes the findings of the GBB Project Team.  The findings are not placed in any order of importance.
Table 1:  GBB Project Team Findings and Recommendations
	Subject
	Finding
	Recommendation

	Division’s Financial Model methodology
	Methodology of November’s version of cost is well done by taking into account the capital equipment replacement fund.
	None

	Division’s estimated maintenance cost

	Division costs are underestimated:

Parts: $2,000 per truck;

Tires: $2,500 per truck;

Mechanics: $0 
	Consultant’s estimate:

Parts: $10,500 per truck;

Tires: $4,504 (2 fronts/8 rears)

Mechanic: $3,304 (8 hrs/month @ $24.41 per hr.) per truck.

	Division’s estimate of capital cost 
	Division costs for trucks are  underestimated:

Each truck: $128,000
	Consultant’s cost estimate includes 2007 compliant engine: Each Truck at $150,000

	Division’s estimate of roll-off container up-keep
	Division had nothing budgeted for the up-keep of the roll-off containers
	Consultant’s estimates $7,950 per year for repairs and up-keep of containers

	Division’s estimate of handling heavy-use periods or when mechanical problems keep truck(s) from operating as scheduled.
	In interviews, Division personnel recognized this need but placed no projected cost in its budget to handle the need.
	Consultant’s estimates a baseline projected amount of $85,360 per year to handle these situations.

	Division compares private contract with its projected costs over 10 years.
	Comparison is not appropriate as current contract is for 3 years.  It is reasonable to expect different pricing for a 10-year contract term.
	If the Council wishes to pursue a public verses private collection operation, it could request a managed competition where both the Division and private contractors submit proposals (cost & operations) for a 10-year period of service. 

	Division’s projected service cost
	The Division projects the using 5 trucks with 6 full time drivers working 10 hour shifts over 7 days with 5 drivers on the weekends and 3 drivers Monday through Friday.
Cost: $756,081
	The Consultant estimate is 6 trucks with 6 full time drivers, 1,560 part time hours during the week, and 520 hours more on the weekend.  Annual budget for the collection service results in a much higher cost. 
Cost: $1,116,579.  

	Recycling Drop-off  Sites
	Lack of space slows down switch-out of containers.
	Provide more land with better ingress/egress for sites and space for switching out containers. 

	Recycling Drop-off signage
	Poor signage for customers to understand directions.
	New signage that is easily visible to public and educates them on how to place material in containers.

	OCC Containers
	Customers do not break-down boxes causing containers to fill up faster and with less weight meaning more hauls of the container.
	1) Place compactors at sites for OCC;

2) If compactors are not an option, roll-off containers with thin slats that force customers to flatten OCC before placing into the containers.


1.0   Introduction

1.1   The Assignment 
The King County Council contracted with GBB to provide an independent analysis to the King County Council of the current “debate” between the County’s contracted hauler, ReNu, and the County’s Solid Waste Division.  
The essence of the “debate” between the contractor and the County’s Solid Waste Division is the following: 

· The Solid Waste Division has provided a financial model that projects that the County will save money if it, and not a private contractor,  performs the work of hauling roll-off containers from the recycling  drop-offs.
· In June 2007, the Contractor questioned the specifics of this financial model to the King County Council and suggested the County review the assumptions in the financial model to assure its application to the actual work being done.

The County’s assignment to the GBB Project Team included site visits, interviews with both the contracted hauler and members of the County’s Solid Waste Division, evaluation of the County’s financial model, and a review of other pertinent documents (e.g., invoices from the current County Contractor, weight tickets of the County’s roll-off containers from the two recycling processors, and the contract between the current Contractor and the County). 
1.2   Report Outline

This report is constructed as follows: 

· Chapter 2: Provides the background to the context of in-sourcing e.g. what are the terms of the current contract
· Chapter 3: Overview of findings, site visits
· Chapter 4: GBB Project Team’s analysis of hauling work
· Chapter 5: Analysis of Division’s cost projections
· Chapter 6: Other observations by the GBB Project Team
· Appendix A:  GBB Project Team Members

· Appendix B: Scope of Work

2.0   Background
2.1   Background of In-sourcing 

The County’s Solid Waste Division (Division) has outsourced both the collection of roll-off boxes and processing of their contents for the past few decades.  In 2004, the County released a Request for Proposals for the hauling of these primarily County-owned roll-off boxes to the processors under contract. 
ReNu, a subsidiary of Nuprecon, Inc., which currently operates the collection of roll-offs for the Division, submitted a proposal on September 2, 2004, to the County’s Request for Proposal 144-04RLD.
  Nuprecon began in 1986 as a full-service demolition contractor.  The company formed ReNu, a roll-off collection company, in 2001 to provide a full package of services to its clients.  ReNu currently operates 32 trucks for collection in the King County area.  The number of trucks provides the company with the ability to make collections at the Division’s drop-off sites any day of the week and is of the size to be able to handle times when a surge of activity occurs at these sites.  

In its proposal, ReNu agreed to collect all recycling roll-off containers from “King County Division Transfer Stations and Drop Box facilities to a local recycler’s receiving facility for all areas except the Vashon Transfer Station….”
  ReNu submitted an addendum on November 17, 2004, to this proposal where it added drop-box service rates for recycling roll-offs on Vashon Island.  Total number of sites under this contract would be nine: Renton, Bow Lake, Houghton, First North East, Enumclaw, Vashon Island, Cedar Falls, Skykomish, and Snoqualmie transfer stations.
The final contract had the Contractor collect mixed paper, old corrugated containers (OCC/cardboard), PET plastic jugs and bottles, the three colors of glass bottles and jars, tin and aluminum cans segregated into specific categories.  The public places these materials into designated roll-off containers, and the Contractor collects the roll-off containers and hauls them to one of two post-consumer processors under contract with the County: Rabanco and Smurfit. The contract (M10234M) went into effect on February 14, 2005 for one (1) year with two (2) additional one (1) year renewals. 
2.2   Contractor’s Proposal
ReNu proposed a flat-rate pricing structure instead of providing pricing fees from each drop-off site.  The fees in the contract are listed in Table 2. 

Table 2: ReNu’s Proposal
	Amount
	ReNu’s Proposal

	$196.45
	Cost per round-trip haul of roll-off container

	$70.00
	Roll-off container rental per month

	$100.00
	Initial roll-off container delivery or pick-up fee for rentals (one way)

	Pass-through
	Fares paid to Washington State Ferries related to servicing Vashon Transfer Station is a pass-through expense

	$100.00
	County requested roll-off container hauling for maintenance or refurbishment (one way) 


The contract allows for ReNu to submit a request for a rate increase each year.  No rate increase, however, was neither requested nor occurred after the first year but ReNu did submit and receive a 4 percent increase based on the consumer price index (CPI) for the current year of operation.  This has raised ReNu’s rate, the fee paid by the Division, from $195.45 to $204.30
 for round trip hauling services provided to the County.
When the CPI increase and the continuation of the contract with the hauler was granted in Amendment 3, the Division acknowledged that the “[a]ctual haul costs to date have been lower than the amounts previously budgeted.” As a result, “the budget requested for the term of this extension was not increased over the prior year’s budget amount.”

2.2   Contractor’s Work Duties
Services agreed to in this contract are listed under “M10234M Exhibit A: Scope of Services.”  The essential elements of these services are: 
i. “The Contactor will provide collection of box pickups as necessary for the County to maintain adequate recyclable collection capacity at each collection site for which the Contractor is engaged;” 
ii. “The Contractor will be available for and respond to hauling requests from at least 8 AM to 6 PM Monday through Friday and 10 AM to 4 PM Saturday and Sunday including all holidays other than Thanksgiving Day, Christmas Day, and New Year’s Day;” and,  
iii. Provision 10 states that “[t]he Contractor will accept dispatch from the County to [go to] a County site when a collection container needs to be hauled and respond by the same day [by] close of business for requests made prior to noon and by noon next day for requests made after noon the previous day.”
3.0   GBB Project Team’s Findings

3.1   Overview of Findings

The general findings of GBB’s independent review are the following:

Table 3: General Findings
	
	General Findings

	A.
	The sites are severely limited in space, signage, and oversight by the County.

	B.
	The County’s financial model sent to GBB on November 28, 2007, accounts for the capital expenditures of its projected service.

	C.
	The County’s financial model underestimates the time to switch out roll-off containers, to clean up the site, and the hauling times from collection point to processor.

	D.
	The County’s financial model does not take into account projected workflow surges into its operational costs.

	E.
	The County’s financial model appears to be built upon the hauling costs of the facilities closest to the processing operations and underestimates the hauls from those facilities further away from those processors.

	F.
	The County’s model compares its estimated cost of service with the estimated service from the contractor, yet, the County has no such long-term contracted number from the private contractor since the County only procures such services for one year with two one-year addendums.

	G.
	The County’s financial model underestimates the mechanical and parts support for equipment.

	H.
	The GBB Project Team’s examination of the County’s operations and applying an estimate of equipment, drivers, loading and unloading time, and driving time to and from Rabanco and Smurfit indicate that it will cost the County more money to in-source the hauling service than to continue with a private contractor.


3.2   Site Visits 

Bow Lake
On Wednesday, October 24, 2007, at 1 p.m., the GBB Project Team members inspected the Bow Lake recycling drop-off and witnessed customers using the facility, County employee’s oversight of the drop-box area, and Contractor’s driver switching out the roll-off containers. 

This space allowed for citizens to enter and use the recycling drop-off is limited.  When the Contractor makes a switch-out of containers there is a high chance that the Contractor’s driver will have to wait until an opportunity presents itself to pull the full container to a temporary site, pick-up the empty container, and drop the empty container into the slot formerly used by the full container.  (This is called a switch-out.)  This process could be accelerated if the driver had a County employee to stop customer traffic and allow the driver to immediately make the switch-out.  

The two pictures below illustrate how the roll-off containers are slanted so that the nose of each container is directed to the openings in the fence.  The roll-off truck backs in, hitches a cable to the container, and rolls it onto the frame of the roll-off truck.  The second picture shows how two vehicles block any chance of a roll-off truck being able to back in and remove the roll-off container. 
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Signage at the facility is inadequate.   The picture below shows a small typewritten laminated paper attached to the corner of the OCC container instructing the citizens as to what can and cannot go into the container.  The sign is too small to notice let alone read.  When interviewed, the Contractor’s driver reported that he made larger signs using a pen, cardboard, and tape and placed them on the containers so that people can read the instructions.  
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Citizens load the OCC container with boxes that were not broken down flat.  When boxes are not flattened, the container fills up very quickly thereby making the haul of that container more frequent, less efficient, and more costly to the Division.  The picture to the right shows the unbroken boxes in one of the roll-off containers.

The Contractor came to the facility while the GBB Project Team was there.  He first stopped to use the bathroom facility at the transfer station.  Since this facility’s site configuration does not provide a space to place the empty switch-out containers in the recycling facility itself, the driver had to drop the empty roll-off container in a muddy area near the on-ramp to the highway.  
The driver checked each of the containers to gauge when they should be collected.  He picked up litter around the facility and asked citizens to flatten their OCC (cardboard) so as to provide more room in the roll-off containers.  The pictures below show the driver dropping his empty container, checking the facility, and carrying the glass he cleaned up.
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When the driver was done cleaning up the site, the GBB Project Team members introduced themselves and discussed the operations with this driver.  
Vashon Island
In contrast to sites such as Bow Lake, the Vashon Island Transfer Station has more space for the roll-off containers.  The GBB Project Team members drove to the ferry terminal, purchased a ticket, drove into line, and immediately was directed onto the waiting ferry, which left for Vashon Island shortly after boarding.  The time from which the ticket was purchased and our car drove onto Vashon Island was thirty (30) minutes. (The Division allotted 30 minutes for this crossing in its financial model, apparently leaving little margin for wait-time.)
The Vashon Transfer Station has:

· Four roll-off containers for recyclable material;  
· A wide area in front of the containers for citizens to park; and 
· A potential location for an empty switch-out container to be placed next to the existing roll-offs.  
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The Transfer Station building is artful, as the pictures below illustrate, with its panel of portals for recyclable containers for citizens to use.
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Two mixed paper drop-off systems co-exist at this site.  There is a roll-off container for mixed paper and a portal into the transfer station building for mixed paper.  On the other side of these portals is the operation of a transfer station for MSW and a horizontal baler with a manual tie (meaning the employee, and not the machine, slips wires through guides to wrap around and secure the compressed blocks of OCC).  

The GBB Project Team asked the Division’s solid waste staff whether the mixed paper delivered by citizens through the portal is handled differently than the mixed paper deposited into the roll-off.  Specifically, was it baled with the OCC, baled separately, or did the employee scoop-up the mixed paper and take it to- and place it in the mixed paper roll-off container?   Staff was uncertain how this separate collection of mixed paper was actually handled at the site.

The Team learned that the onsite employee bales the OCC and places it into an enclosed roll-off container.  The GBB Team estimates the weights of these bales to be approximately 1,500 pounds each, much less than OCC bales (typically closer to 2,500 pounds each) that are generally shipped to consuming mills.  The roll-off container holds approximately eight bales.  The pictures below show the empty space around the bales in the roll-off container.


According to the Division, there is no revenue benefit to the County for baling the OCC.  The County chose to bale the OCC to make the shipments more efficient in terms of weight rather than if it were hauled loose in roll-off containers.  
Rather than baling, the GBB Project Team recommends that the County evaluate compacting the OCC into an enclosed twenty-foot container for volume reduction and increased OCC weights for transporting and eliminate the additional labor and expense of baling the OCC.   

4.0   Work Requirements
4.1   Daily Work Load

The GBB Project Team viewed the Division’s analysis of collecting and hauling the roll-off containers from the drop-off sites to the two processors.  The County collection estimate appears to be ambitious in the GBB Project Team’s opinion. 
The GBB Project Team asked the Division to provide several documents:

· A ReNu invoice (B 45643 was provided) listing service by date, time of service, charge description, weight ticket, roll-off box number, type of material in the roll-off box, processor the material went to, price per haul, ferry fee (if any), and total fee.  
· A table showing the average hauls per week from each drop-off location to processing facilities as well as weekly hauls from the drop-off centers (the County did not provide, but instead provided the invoices and average hauls per week). 
The GBB Project Team attempted to develop a breakdown of time spent by the driver during each day in order to estimate the total time needed to perform the overall work of collecting the recyclables from all nine of the drop-off sites.  Table 4 provides a breakdown of minutes spent doing tasks: 
· In the morning, the driver is projected to spend 60 minutes getting the truck ready and doing the required pre-trip inspection of the vehicle.  
· Then, there is an estimate of the total daily minutes taking material to and from the processors.  This includes the time it takes to drop an empty box at the site, collect the full box and move it out of the space and drop it to the side, and finally placing the empty box in its place.  
· It also provides time for the driver to check the roll-off boxes and clean-up around the area.  
· Finally, there is the return to the yard and the post trip review of the vehicle and paper work.
By breaking down the day’s work requirements in this manner, the GBB Project Team derived an estimate for the number of routes.
Table 4: Travel Times and Number of Routes Required

	 
	 
	Mon
	Tues
	Wed
	Thurs
	Fri
	Sat
	Sun

	 
	Estimated Routes/Day
	4
	4
	3
	3
	4
	6
	5

	 
	Pre Trip
	60
	60
	45
	45
	60
	90
	75

	Rabanco
	Total Daily Minutes
	992
	680
	668
	585
	638
	1404
	1010

	 
	Return to Yard
	88
	88
	66
	66
	88
	132
	110

	Smurfit Stone
	Total Daily Minutes
	852
	1290
	943
	858
	1362
	2189
	1589

	 
	Return to Yard
	124
	124
	93
	93
	124
	186
	155

	 
	Post Trip 
	60
	60
	45
	45
	60
	90
	75

	 
	Total Daily Minutes
	1932
	2058
	1677
	1509
	2088
	3725
	2709

	 
	Working Minutes / Day
	600
	600
	600
	600
	600
	600
	600


The number of routes projected was then further broken-down to an estimate of containers hauled from each site per day.  Table 5 presents the results of this analysis of daily hauls ranging from as low as 10 to as high as 22 for a total of 96 hauls.  
Table 5: Number of Hauls Per Day
	Site Name
	Mon
	Tues
	Wed
	Thurs
	Fri
	Sat
	Sun
	Total

	Bow Lake
	3
	3
	4
	3
	3
	5
	4
	25

	Cedar Falls Drop Box
	1
	2
	0
	0
	1
	3
	2
	9

	Enumclaw
	0
	2
	0
	0
	0
	2
	2
	6

	1st Northeast
	2
	1
	1
	2
	1
	4
	2
	13

	Houghton
	2
	2
	2
	1
	3
	3
	3
	16

	Renton
	2
	2
	2
	1
	3
	4
	3
	17

	Skykomish Drop Box
	0
	0
	0
	2
	0
	0
	0
	2

	Snoqualmie Pass Drop Box
	0
	0
	2
	0
	0
	0
	0
	2

	Vashon
	1
	0
	1
	1
	1
	1
	1
	6

	Total Hauls
	11
	12
	12
	10
	12
	22
	17
	96


The Division provided a daily estimate of the number of hauls that would be needed from each location.  The GBB Project Team attempted to reconstruct the same table and developed numbers that slightly differ from the County’s per Table 6.   Given time demands on the driver, volume of material, and travel time, GBB Project Team members believe that 12 loads a day, rather than the 10 used by the Division, is the minimum number to use in doing cost projections.
The GBB Project Team extended the daily number of hauls to weekly workloads.  Monthly estimates were then projected.  Table 6 compares the County’s estimate with the GBB Project Team’s estimate of daily hauls and shows the GBB Project Team’s estimate of number of loads per day per drop-off location. Table 7 summarizes the weekly estimate of hauls.
Table 6: Comparison of Daily Hauls
	
	
	County Estimate
	GBB Project Team Estimate

	Site Abrev.
	Site Name
	10 Loads per Day
	19 Loads per Day
	28 Loads per Day
	12 Loads per Day *
	18 Loads per Day
	28 Loads per Day

	BL
	Bow Lake
	4
	4
	6
	4
	6
	8

	CFDB
	Cedar Falls Drop Box
	
	
	3
	1
	1
	2

	EN
	Enumclaw
	
	3
	
	1
	1
	2

	FNE
	1st Northeast
	
	1
	
	1
	1
	2

	HT
	Houghton
	3
	5
	5
	2
	4
	6

	RE
	Renton
	3
	4
	8
	2
	4
	6

	SK
	Skykomish Drop Box
	
	
	
	0
	0
	0

	SNQ
	Snoqualmie Pass Drop Site
	
	
	4
	0
	0
	0

	VA
	Vashon
	
	2
	2
	1
	1
	2

	 
	Total
	10
	19
	28
	12
	18
	28

	* 12 loads per day used for GBB/MSW cost evaluation
	
	
	
	


Table 7: Weekly Estimated Number of Hauls 
	
	
	GBB Project Team  Estimate

	Site Abbrev.
	Site Name
	12 Loads per Day *
	18 Loads per Day
	28 Loads per Day

	BL
	Bow Lake
	25
	40
	59

	CFDB
	Cedar Falls Drop Box
	6
	9
	14

	EN
	Enumclaw
	6
	9
	14

	FNE
	1st Northeast
	6
	9
	14

	HT
	Houghton
	17
	26
	39

	RE
	Renton
	17
	27
	39

	SK
	Skykomish Drop Box
	1
	1
	2

	SNQ
	Snoqualmie Pass Drop Site
	1
	2
	3

	VA
	Vashon
	6
	9
	13

	 
	Total
	85
	132
	197

	* 12 loads per day used for GBB/MSW cost evaluation


Since one route equals one truck and driver, the GBB Project Team estimates that the County will need more trucks and drivers than it had budgeted.  
5.0   Financial Analysis
The following looks at the different categories of the Division’s financial model.  The categories discussed are the labor costs involved in doing the work, the capital expenditures and the replacement costs of the equipment. Operational and maintenance estimated costs to complete the in-sourcing work. Finally, a net present value comparison estimate of the cost of doing these services over both a five and a ten year range.  
5.1   Labor

Section 4.1 broke the work-load down to daily and weekly hauls showing that the GBB Project Team believes that more hauls will be needed than the Division estimates - the more hauls, the more demand on labor.  

The table below illustrates where the Division’s and the GBB Project Team’s numbers agree with each other.  Where it differs is on the need for part-time driving assistance during the weekday and on the weekend.  The GBB Project Team anticipates 1,560 additional hours needed during the week to assist in the collection of the roll-off containers.  The GBB Project Team also anticipates an additional 520 hours on the weekends over the course of a year.  These differences amount to a labor cost difference of $80,427 higher than originally projected by the Division.

Table 9: Labor Estimates
	Components of Wage
	County
	GBB Project Team
	Difference

	2006 hourly wage + 2% cola
	$24.90
	$24.90
	$0

	With 14.3% premium
	$28.46
	$28.46
	$0

	Benefits (41%)
	$10.21
	$10.21
	$0

	6 truck drivers
	$422,243
	$422,243
	$0

	Weekday Only
	
	
	

	1 Part Time (PT)
	No
	Yes
	Yes

	Weekday PT Hours
	0
	1,560
	1,560

	Weekday PT Cost
	$0
	$60,320
	$60,320

	Weekend Only
	
	
	

	PT Workers
	Yes
	Yes
	No

	Weekend PT Hours
	2,080
	2,600
	520 hours

	Weekday PT Cost
	$80,427
	$100,534
	$20,107

	Total Annual Labor Cost
	$502,670
	$583,097
	$80,427


5.2   Capital

Since the GBB Project Team has estimated a greater number of hauls and more time at each collection point, the Team believes that an additional truck is needed by the Division.  These vehicles must also be fitted with 2007-compliant emission engines.  The difference in engines, which is estimated to be $7,000, helps to account for a portion of the $22,000 difference in purchase price between the Division’s and the GBB Project Team’s estimates.  The final total difference in the purchase cost of the fleet is $260,000 higher than the Division’s.

The difference in the number of trucks and the initial purchase price accounts for the difference in the “10 Year Depreciation” in Table 11 below that refers to trucks, trailers, and roll-offs.   

The “Annual Vehicle Replacement” line in the table below refers to the amount of monies saved annually for new trucks.  To estimate the future cost of collection vehicles, the GBB Project Team assumed a 3 percent annual increase in cost for ten years resulting in the following: 

Table 10: Replacement Costs for Collection Vehicles

	Vehicle Type
	Future Purchase Amount

	Collection Truck
	$195,716

	Trailer
	$54,800


In calculating the replacement fund, the GBB Project Team assumed an annual contribution of $16,002 per truck with a 4.4 percent interest accrued at the end of each year.  At the end of ten years, $195,723 would be saved for the purchase of a new collection vehicle.  In calculating the replacement of a trailer, the same methodology was used for the collection vehicle, resulting in an annual contribution per trailer of $4,550 and ending after ten years with $54,800 to cover the purchase price of a replacement trailer.
The GBB Project Team estimates an annual Vehicle Replacement Fund $41,740 higher than the Division’s estimate. 
Table 11: Equipment Requirements Estimates
	Equipment
	County
	GBB Project Team
	Difference

	Trucks
	
	
	

	Number of Roll-off Trucks
	5
	6
	1

	2007 compliant engine
	No
	Yes
	

	Cost Per Truck
	$128,000
	$150,000
	$22,00

	Total Cost of Trucks
	$640,000
	$900,000
	$260,000

	Trailers
	
	
	

	Number of Trailers
	2
	2
	0

	Cost Per Trailer
	$42,000
	$42,000
	0

	Total Cost Per Trailer
	$84,000
	$84,000
	0

	Containers
	
	
	

	Number of Additional Containers
	7
	7
	0

	Cost Per Container
	$5,000
	$5,000
	0

	Total Cost of Containers
	$35,000
	$35,000
	0

	10 Year Depreciation
	$75,900
	$125,633
	$49,733

	Annual Vehicle Replacement
	$65,160
	$106,900
	$41,740

	TOTAL ANNUAL COST
	$141,060
	$232,533
	$91,743


5.3   Operations and Maintenance

Table 12 illustrates significant differences between the Division’s and the GBB Project Team’s emphasis on maintenance. These trucks will be operating seven days a week nearly every day of the year, wearing down tires, bearings, and brakes.  Mechanics will have to perform preventive maintenance on these vehicles to keep them from being out of commission.  

The GBB Project Team estimates that two front- and eight-rear tires will need to be changed 1.5 times over the course of a year and that a mechanic would need to spend eight (8) hours a month on each truck at a labor cost of $24.41 per hour.  Roll off trucks sometimes drive through broken glass that can cause a high number of flats. The amount specified for tires includes monies for repairing flats. These items result in a $13,808 per truck expenditure compared to the Division’s $4,500 per truck estimate.  
The Division calculated its fuel cost by the number of miles a truck travels.  This is acceptable for many types of collections, but with roll-off hauling, trucks run idle while the driver waits for customers to withdraw from the recycling drop-off points so the driver can switch-out a roll-off container safely, or while the driver is checking the roll-off containers, or answering questions from customers, or while the driver is cleaning-up around the roll-off container, or waiting in line to unload the material at the processors locations, or waiting in traffic.  Because of these reasons, many roll-off collection operations calculate the fuel based on the number of hours the truck operates.
The GBB Project Team estimates that a truck will consume 2.6 gallons of fuel an hour.  The GBB Project Team estimates that the trucks will operate 13,605 hours annually, resulting in a fuel budget 35 percent higher than the Division projects.  
The GBB Project Team applied monies to the upkeep and repair of the roll-off containers the County owns and uses.  This includes keeping the safety chains of the container doors in good condition, repairing damage done to the containers, cleaning the containers, and painting the containers when needed.  The GBB Project Team took the total number of containers (53) and estimated a capital cost of $5,000 per container equaling a total capital sum of $265,000.  It then allocated 3 percent of that total a year to handle the repairs and upkeep mentioned.  

When interviews were held with members of the Division, these personnel understood that a contingency plan is needed for the operations when mechanical breakdowns and/or volume surges occur that would result in more collections than the Division could perform.  Some operations maintain contracts with collection companies to be called on to handle such emergency collections.  While other  operations have accounts set-up to rent trucks quickly to handle such emergency situations. 

Division personnel who were interviewed verbally informed the GBB Project Team members that the Division would choose to rent the collection vehicles since the Division had a stable of drivers to come in and perform the work in either situation. Yet, the financial business plan provided to the GBB Project Team did not reflect any expense for such activity.
The GBB Project Team added the total estimated for labor, parts and maintenance, fuel, and monies for the Vashon Ferry and applied 10 percent of that total to the “Contingency” shown in the Table 12 below.
Finally, the Division did not apply monies to the time a dispatcher would expend on the roll-off collections.  Neither did the Division allocate expense to a supervisor for the operation.  For the position of Dispatcher, the GBB Project Team applied 25 percent of an estimated annual salary of $30,000.  The same was done for the position of “Supervisor” by applying 25 percent of an estimated salary of $55,000.  
The GBB Project Team applied a total of $188,597 annually more to Operations and Maintenance than the Division did in its projections.

Table 12: Operation and Maintenance Estimates
	Components 
	County
	GBB Project Team
	Difference

	Parts and Tires
	
	
	

	Parts Budgeted Per Truck
	$2,000
	$10,500
	$8,500

	Tires Budgeted Per Truck
	$2,500
	$4,504
	$2,004

	Mechanic Labor Budgeted
	$0
	$3,304
	$3,304

	Subtotal
	$22,500
	$109,848
	$87,349

	Fuel
	
	
	

	Methodology
	Per Mile
	Per Hour
	

	Amount
	$75,000
	$101,609
	$26,609

	Vashon Ferry
	
	
	

	No Difference
	$14,851
	$14,851
	$0

	Roll-off Container Repair
	
	
	

	Methodology
	None
	3% of capital
	

	Amount
	$0
	$7,950
	$7,950

	Contingency
	
	
	

	Collection Support
	No
	Yes
	

	Amount
	$0
	$80,941
	$80,941

	Overhead Expenses
	
	
	

	Dispatcher 
	$0
	$8,750
	$8,750

	Supervisor
	$0
	$13,750
	$13,750

	OE Subtotal
	$0
	$22,500
	$22,500

	Annual O & M Expense
	$112,351
	$337,699
	$225.348


5.4   Projected Versus Actual Expenditures
Annual Expenditure
The Division projected an annual expenditure of $756,081 based on the numbers shown in Sections 5.1 through 5.3.  The current contractor’s 2006 annual cost to the County was $1,142,000.  The savings to the County, then, is a projected $385,919 a year.  The GBB Project Team’s projected annual budget, however, is $1,153,330.  When compared to the private contractor’s annual invoice, it is $11,330 more a year.  The following table summarizes these results.

Table 13: Annual Total Estimates
	
	Division
	GBB Project Team

	Annual Projected Budget
	$756,081
	$1,153,330

	2006 Contractor’s Invoice
	$1,142,000
	$1,142,000

	Difference Between Projected and Actual
	$385,919
	$11,330


Net Present Value
The Division provided a Net Present Value (NPV) over both five- and ten- years to compare its projected cost with the contractor’s invoice for performing the roll-off collection service.  NPV is a method to compare today’s value of the dollar to a dollar spent in the future.  This calculation takes inflation into account to compare expenses on a dollar valued the same.  

The GBB Project Team took its annual projected budget and ran it through the same NPV calculation to compare with the Division’s.  The results are in the following table:

Table 14: Net Present Value (NPV) Estimates

	Category
	Contractor
	Division
	GBB Project Team

	5 YR NPV
	$5,536,394
	$3,641,585
	$5,579,730

	10 YR NPV
	$10,794,159
	$5,556,617
	$8,847,502


The GBB Project Team’s NPV estimate is nearly identical with the County’s projection of the Contractor’s fee for the first five years and falls between the Contractor’s and the Division’s at the end of ten years.  The flaw in the County’s methodology is that the Contractor’s numbers are assumed for the long-term based on the actual invoicing of a short-term contract.  Most contractors will provide savings to the customer if the term of the contract is extended.  The only way to know what contractors will actually submit to the County for a ten-year period is for the County to procure for offers of such long-term services.  
6.0   Final Observations
6.1   Service

In interviews with representatives from the Division there appeared to be no concern that the Contractor was not performing its duties adequately.  Observations of the Contractor’s driver at one of the County’s site suggest that the County is receiving quality service.  The driver checking the roll-off containers, answering citizens’ questions, cleaning up litter around the containers and the site in general showed a pride and concern on the Contractor’s part to help maintain and manage the facility.  
6.2   Competition
The financial results of the GBB Project Team’s analysis show higher costs than originally projected by the Division.  The Division’s estimate of the Contractor’s long-term NPV numbers are based on invoices from an extremely short-term contract and must therefore be questioned.  Such numbers can only be verified through a competitive process.

It is understood that the County’s procurement laws prohibit long-term agreements for such services as hauling roll-offs and that is why the Division chose to juxtapose current to projected costs.  Nevertheless, the comparison is still invalid because it provides the impression that the contractor would knowingly bid such a number.  Perhaps a better approach would be to compare NPV numbers over a three year period.   
The GBB Project Team recommends that the in-sourcing proposal by the Division be turned down.  If the County Council wishes to further this examination, then it should compel the Division to compete with the private sector in a managed competition procurement process.

Appendix A

GBB Project Team

Gershman, Brickner & Bratton, Inc., (GBB)

GBB’s professional staff includes engineers, planners, economists, environmental scientists, and policy specialists. Our commitment to excellence, the highest quality work products, and years of proven experience offer our clients the best results.  When making recommendations, GBB maintains its objectivity by avoiding situations that could create a conflict of interest.  GBB is independent of technology, financing, construction, and operational interests. We have earned our solid reputation by understanding our clients’ needs, and working hard to achieve their goals. Our corporate resources are committed to implementing economically sound and environmentally sustainable solid waste management systems.  Areas of expertise include the following: 

· Solid Waste Management Planning and Implementation

· Landfill Management

· Collection and Routing

· Full Cost Management

· Municipal, Commercial, and Industrial Recycling

· Construction Waste and Demolition Debris Recycling

· Markets Analysis

· Procurement, Evaluation, and Construction, Acceptance, and Operations Monitoring

· Community Information, Technical Assistance, and Training

· Administrative and Management Evaluations

· Waste-To-Energy Project Development

· Waste Composition and Quantity Analysis

Harvey Gershman, President
With over thirty years of experience, Mr. Gershman provides strategic advice on all aspects of waste management including Waste-to-Energy, Recycling Operations and Education, and Full Cost Management.  His work has been instrumental in providing successful outcomes in City of Alexandria/Arlington County, VA; City of Fort Worth Texas; City/Parish of Baton Rouge, LA; Metropolitan Government of Nashville and Davidson County, TN; Town of Babylon, NY, to name a few.

Chace Anderson, Project Manager and Vice President

Mr. Anderson has nearly 20 years experience in the solid waste management field from owning his own recycling collection company to being a Director of Solid Waste and Heavy Equipment Garage for the Metropolitan Government of Nashville and Davidson County.  There he managed the development and implementation of a solid waste management plan valued at approximately $80 million.  This plan lowered the annual operating budget from $33 to $24 million while also increasing services to the jurisdiction.  
MidAtlantic Solid Waste

MidAtlantic Solid Waste (MSW) Consultants was formed in 1992 as a direct result of the waste industry consolidation that took place among private sector waste management companies.  Walt Davenport established the company with an objective to help public and private sector solid waste organizations intelligently evolve with the industry, meet administrative and financial needs, improve efficiency, establish effective contracts and apply best practices to their solid waste management systems.  The firm specializes in collection efficiency, collection contract and franchise procurement services, waste composition and generational analysis, recycling, and financial analysis.

Walt Davenport, President

For over 30 years, MSW Consultants founder and President, Mr. Walt Davenport, has worked in the public and private sectors of the solid waste management industry as a team leader, technical expert, operations specialist, and problem solver.  His early career in the private sector was characterized by his ability to increase productivity and profitability, improve customer and employee satisfaction, and negotiate and manage contracts.  Since the early 1990s, Mr. Davenport has shifted his consulting focus by assisting dozens of state, county, and city clients across the nation while working as a subcontractor to larger national consulting firms.  

John Culbertson, Vice President

For 14 years, Mr. Culbertson has provided waste management and information management consulting services to federal, state, county and city governments and organizations across the nation.  His expertise encompasses all aspects of the waste management industry, including collection efficiency and routing; transfer and long-haul logistics; solid waste system planning and strategic analysis; financial analysis and system funding; procurement assistance and contract negotiations; MRF operations and efficiency; waste stream and waste generation analysis; and a wide range of information management and statistical analysis.  Mr. Culbertson was the lead database architect and data manager for several large-scale national information management projects targeting solid waste industry issues, and he has managed technical staff in the design, development, and implementation of numerous data-intensive and statistical projects.

Appendix B

WORK APPROACH
FOR 

CONTRACT FOR PROFESSIONAL SERVICES
INDEPENDENT REVIEW 

‘IN-SOURCING’ OF RECYCLABLES TRANSFER
METROPOLITAN KING COUNTY COUNCIL, 

                                          KING COUNTY, WASHINGTON
Gershman, Brickner & Bratton, Inc. currently is finishing an independent review for King County Council on the County’s Solid Waste Export plan.  The GBB Team has made site visits, evaluated the local waste market, interviewed both government and private sector representatives as well as reviewed and analyzed the financial modeling of the Solid Waste Division.   In undertaking this new independent review of “in-sourcing” of recyclable transfer, there will be little to no learning curve of the data or the political, social, bureaucratic, and market forces that influence operational realities in King County.  Yet even with this depth and breadth of knowledge of King County’s waste system, the GBB Team remains objective in viewpoint and unconnected to any of the local firms, contracts, and trends that may affect the course of solid waste policies.  The GBB Team is objective and knowledgeable. 

This Work Approach follows the needs set out in King County’s Request for Proposals but it provides an option to present, in person, the findings if requested by King County’s Project Manager. 

Task 1: Project Management

Our project plan assigns Chace Anderson as day-to-day project manager, with primary responsibility for coordinating with the Metropolitan King County Council Project Manager.  Mr. Anderson will maintain direct contact with all GBB Project Team members to assure rapid response to any King County inquiry.

Mr. Anderson will be the point of contact for the King County Project Manager for both the course of the independent study and all concerns related to logistics and account information.  He will provide a monthly activity list to the King County Project Manager with each invoice submitted to King County by GBB.  He is located on the west coast thereby being available during the same hours that King County Staff operates.

The Project Managers for both GBB and King County will develop a communication timeline by which information is shared between client and contractor to mutual benefit.

Work Output:

Communications timeline

Monthly activity reports submitted with invoices

Task 2: Document Review

The GBB Team will review the specified documents as specified by King County’s Project Manager as well as any pertinent documents previously provided to the GBB Team.  The team shall review the documents in the following manner: to understand the context of the situation, operational logic, financial soundness, market awareness, and for options not presented. 

From these readings and evaluations, the GBB Team will develop a list of questions and request for information that it submits to the King County Project Manager.  

Work Output:

Questions and informational requests

Task 3: Site Visit and Interviews

Two members of the team, Walt Davenport and Chace Anderson, will make visits to the operational sites, interview contractors and division staff, and make further queries into market and operational influences.  Both of these gentlemen have made recent visits to King County’s operational facilities as has the principal in charge, Harvey Gershman.  With this recent experience, the Team will be able to be specific and detailed in its inspections.  

The Project Manager will coordinate these visits with King County’s Project Manager with the expectation that these interviews and tours will occur in approximately 35 days upon initiation of the contract.

Work Output:

Coordinated schedule

Interview times made available 

Site visits to operations and contractor’s facility

Task 4: Cost Modeling

From the documents provided in the request for proposals, there appears to be a discrepancy of cost that must be cleared up.  The GBB Project Team which already has analyzed much of the Solid Waste Division’s cost figures will model the costs specific to “in-sourcing” of recyclables transfer.  The intent of this is to seek a methodological baseline, account for logical operational needs, and legal/contractual demands that may influence costs for the public sector specifically.

The GBB Team will provide a preliminary draft of the results and factors of this model for review and comment before inclusion into draft report.

Work Output:

Preliminary draft of model results and factors

Task 5: Report

Based on the evaluation of the data, site visits, interviews, and cost modeling, a written report will be developed.  A preliminary draft will be made available to the King County Project Manager to review and comment.  A conference call will be scheduled among team members and King County representatives to methodically go through comments and suggestions.

Based on written comments and information from the conference call, a final written report shall be completed and provided to King County.

Work Output:

Preliminary draft report

Conference call

Final Report

Option 1: Presentation

GBB has included an option to present its findings.  Harvey Gershman and Chace Anderson will travel to King County and make a presentation if requested by King County’s Project Manager.   A PowerPoint presentation will be developed for the presentation and provided to King County before the date of the presentation.  The GBB Team will need a minimum of thirty days notice to make travel arrangements for this presentation.

Work Output:

PowerPoint presentation

Presentation in King County of report

Figures 1 and 2 show the small space available for both customers and roll-off containers.  It takes only two cars to fill the space in front of the roll-off containers.
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�Figure 3: Instructional signage consisting of a 12-point typed list laminated on the side. 








�Figure 4: Unflattened cardboard boxes
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Figure 5





Figures 5, 6, and 7: Contractor’s employee drops container off at recycling site, checks containers, and cleans up broken glass left where customers’ vehicles drive through facility.
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Figures 8, 9, 10, & 11 show Vashon Island recycling depots which has more space but two different collection systems.  Figure 12 is the baler located on the other side of the portals.
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Figures 13 & 14 show baled OCC at Vashon Island.
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� The editions of the Division’s financial model do not demarcate the cost of mechanics, but its PowerPoint presentation of May 15, 2007, “Recycling Hauling Proviso Response,” slide 7, lists the cost at $21,000 per year.


� For further information on ReNu and Nuprecon, see www.nuprecon.com.  ReNu’s licenses: Washington State UBI #600-640-239 and WUTC Motor Carrier Permit #CC-60084.


� “Recyclables Hauling & Processing / Marketing Services,” September 2, 2004, pg. 3.


� Contract #M10234M, “Basic Recyclable Hauling Services,” Amendment 3, January 3, 2007.


� Ibid. pg. 2. 
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