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REVISED STAFF REPORT
On August 16, 2011, the Budget and Fiscal Management Committee heard this item, approved a striking amendment which increased the Basic Fee and related fee levels, and added a preamble addressing key solid waste transfer station construction policies and a table illustrating the impact of various bonding periods, and forwarded it to the County Council with a do pass substitute recommendation.

STAFF REPORT
SUBJECT:  AN ORDINANCE setting solid waste rates for 2012.
SUMMARY:  
This proposed ordinance as transmitted by the Executive would set the 2012 Basic Fee for solid waste disposal as follows:

· Passenger Cars


$17.28 per entry

· Other Vehicles


$108.00 per ton

· Rates for charitable organizations, minimum per vehicle charges, charges for disposal at stations without scales, and other fees are also adjusted.  

August 16, 2011 Status Update

At the July 6, 2011 meeting of the Budget and Fiscal Management Committee, staff updated the Committee on progress towards a consensus recommendation from Executive and Council staff regarding the solid waste rate proposal.  Issues concerning the appropriate means to communicate and emphasize the importance of long-term commitments to the regional solid waste system (with regard to future rates) had arisen, and alternative approaches to address this were under discussion between Executive and Council staff.

At that July 6, 2011 meeting, staff reported that resolution had been largely achieved, and a consensus recommendation was nearing completion.  Key elements in that resolution were an increase in the proposed Basic Fee from the $108 per ton originally recommended by the  Executive, to $109 per ton to address revenue and reserve needs because investment earnings have been less-than-anticipated due to low interest rates.  

Additionally, the parties acknowledged the need for adjustments to related rates including the transfer station minimum entry fee, the moderate risk waste fee, the fees charged at stations without scales, and others to reflect the Board of Health’s proposed fee increase for the Moderate Risk Waste program. 

The parties also agreed to recommend a number of policy statements that would emphasize the importance of extended interlocal agreements (“ILAs”), and note the county’s intent to consider appropriate policies and alternative strategies, in the event that extended commitments are not achieved.  These policy statements were to be added as a preamble to the proposed ordinance.   

The committee directed that input from cities participating in the regional solid waste system be sought regarding the proposed adjustments.  The Executive described the proposal at the July 8, 2011 meeting of the Metropolitan Solid Waste Management Advisory Committee (“MSWMAC”), which represents cities participating in the system.  The proposal was also addressed at the July 7, 2011 meeting of the Interlocal Agreements subcommittee, a group made up primarily of city staff which has worked to provide recommendations to MSWMAC on revisions to the interlocal agreements.  In both instances, there appeared to be general understanding of the need for the proposed revisions and there was no voiced dissent on the recommended changes.  

Proposed Striking Amendment
Based on the Budget and Fiscal Management Committee’s direction, staff has prepared a striking amendment (with the active participation and review of Executive staff) which addresses the changes identified above.  Specifically, the striking amendment includes the following:

· Proposes a $109/ton solid waste Basic Fee

· Proposes the following rates or other fees:

· Passenger cars
$17.49 per entry

· Charitable Organizations
$84.00 per ton

· Minimum entry fee
$17.49 per vehicle

· Charitable Organizations, minimum charge
$13.39 per entry

· For disposal sites without scales:

· Passenger cars
$17.49 per entry

· Compacted Wastes
$31.61 per cubic yard

· Uncompacted Wastes
$18.53 per cubic yard

· Minimum charge
$17.49 per vehicle

· Cedar Hills service fees:

· Cedar Hills Regional Direct 
$93.50 per ton

· Other vehicles
$109.00 per ton

· Moderate Risk Waste surcharge for sites with scales:


· Self-haulers
$4.73 per ton

· Minimum charge
$1.81 per entry

· Passenger cars
$1.81 per entry

· Moderate Risk Waste surcharge for sites without scales

· Compacted
$1.04 per cubic yard

· Uncompacted
$0.59 per cubic yard

· Minimum Charge
$1.81 per entry

· Passenger cars
$1.81 per entry

The striking amendment replaces the Statement of Facts with a Preamble, which addresses:

· King County's role as regional solid waste provider;

· the County’s efforts to keep rates as low as possible, while stating key system values of protection of human health and the environment, extending the life of the Cedar Hills Landfill, renovating the transfer system, and keeping reserve funds at appropriate levels;

· the benefits of a regional solid waste system;

· the County's commitment to collaboration and service delivery;

· the need for long-term commitment by participants in the regional system, and the importance of early, unambiguous and full commitment to long-term system participation in support of collaboration;

· the need for extension of the interlocal agreements;

· the County’s intention, in the absence of such extensions, to continue to deliver quality services but will consider policies addressing capital improvements, reserves, financing, and construction sequencing;

· the proposal’s increase in the Basic Fee from $95 per ton to $109 per ton, projected for a one year period in anticipation of further revision following decisions by cities on extension of the interlocal agreements;

· the region’s interest in continued work with participating cities towards extended ILAs, and for execution of ILA extension or a determination not to extend, by the end of the first quarter of 2012, is stated;

· the $0.82 monthly estimated cost impact of the $109/ton rate proposal on the average one-can residential customer;

· the intended three year term of the existing rate, and its actual four-year application; and the inability of the current rate to support system costs beyond 2011;

· the rate proposal as a response to the 2011 Budget Ordinance, Ordinance 16984, Section 101, Proviso P2;
· The Solid Waste Rate Study (Attachment A) is amended to attach Table B-2, which illustrates the rate impact of various bonding periods, including 20-year and 30-year bonding periods.  
The Rate Study referenced above, which is included as an attachment to Proposed Ordinance 2011-0145, provides a rate model which projects potential rates over time.  It is important to note that the rate projections contained in this rate model, including the amendment to the rate model described above, are projections provided to illustrate anticipated rates under conditions of the model over time.  The projections are not actual rate proposals, and are not contained in the body of the legislation being considered in Proposed Ordinance 2011-0145.

BACKGROUND:

In the 2011 County operating budget, the Council required a proposal for a rate adjustment by the Executive by March 2011:

This proviso requires a proposal that recommends a solid waste rate adjustment that addresses the following criteria:  1) remedies the forty-five day cash reserve shortfall identified in the financial plan submitted with the Executive’s 2011 proposed budget ordinance; 2) provides resources for the anticipated costs for the transfer system upgrade as described in the solid waste management and transfer plan, assuming the current term of interlocal agreements with cities; 3)avoids committing the county to defeasement of bonds beyond the period of contracted participation in the regional solid waste management system by regional partners; 4) compares rates to the levels of other major regional waste generators; 5) identifies any needed adjustments to the 2011 adopted solid waste budget to address the anticipated conflicts in available revenues and anticipated capital costs associated with the proposed transfer system upgrade described in the solid waste management and transfer system plan, and 6) preserves options for means of eventual waste disposal upon closure of the Cedar Hills landfill.  The proposal should include a rate study supporting the proposed rate adjustment and a proposed ordinance providing for the adoption of the proposed rate adjustment. 

.

On March 30, 2011 the Executive transmitted Proposed Ordinance 2011-0145, recommending proposed solid waste disposal rates for 2012.  The rates recommended are detailed below:

	Service Fees for Disposal Sites With Scales

	Disposal Customer Type
	Current Fee
	Proposed Fee

	Passenger Cars
	$15.31 per entry
	$17.28 per entry

	Other Vehicles (Basic Fee)
	$95.00 per ton
	$108 per ton

	Charitable Organizations
	$73.25 per ton
	$83.25 per ton

	Minimum
	$15.31 per vehicle
	$17.28 per vehicle

	Charitable Organizations, minimum charge
	$11.69 per entry
	$13.32 per entry

	Service fees for Disposal Sites Without Scales

	Passenger Cars
	$15.31 per entry
	$17.28 per entry

	Compacted Wastes
	$27.55 per cubic yard
	$32.32 per cubic yard

	Uncompacted Wastes
	$16.15 per cubic yard
	$18.36 per cubic yard

	
	
	


The Regional Solid Waste System

The regional solid waste system is a cooperative, integrated system, with participation by 37 cities, solid waste haulers, and the County.  King County receives solid waste at its eight transfer stations and two drop boxes from solid waste haulers, who collect it door-to-door from households in cities and in the unincorporated area.  Cities are empowered to manage solid waste disposal within their jurisdictions, including the power to contract with others, such as solid waste haulers, to provide service within the city
.

Since the 1960s, the County has operated this network of transfer stations and drop boxes, now collectively receiving and processing over eight hundred thousand tons of mixed municipal solid waste annually. These transfer stations, as well as drop boxes serving more remote locations, are distributed throughout the region, as shown on the graphic below:
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A basic fee is charged to discharge waste at the transfer stations.  Since 2007, that fee has been set at $95 per ton of waste.  The basic fee, and other rates, are established through a rate study conducted about every three years.  In the case of the current rate cycle, a rate adjustment occurred in 2007, so that a rate proposal would have been expected in 2009, with a 2010 effective date.  

The transfer stations and drop boxes also accept waste delivery from self-haulers—residents and small businesses who accumulate small loads of garbage and deliver it to transfer stations or drop boxes for disposal. The cost per carload is currently set at $15.31. 
The Transfer System network receives and consolidates these waste loads, transfers them onto trailers and transports them by truck to the Cedar Hills Regional Landfill, in Maple Valley.  The Cedar Hills Regional Landfill is a 920 acre facility located in Maple Valley, about 20 miles southeast of Seattle.  It is anticipated that the landfill will reach its permitted disposal capacity in 2025; the region will need to identify alternative means of waste disposal prior to the facility’s closure date.  The landfill is owned by King County, and a rental fee is paid for its use for landfill purposes by the Solid Waste Fund to the County’s General Fund.  The site has been operating as a landfill since 1965.  Until last year, it was anticipated that the landfill would reach its permitted capacity in 2018, at which time it would be required to close.  In 2010, the Council acted to modify the facility’s Site Development Plan, resulting in the expansion of landfill capacity by 56 acres, and extending its useful life; the anticipated closure date is now 2025. 

At Cedar Hills, waste delivered from transfer stations is buried in “cells”—multi-acre disposal areas that are engineered to hold the waste permanently while  managing the accumulated volumes to assure that leachate runoff and methane gas are appropriately captured and addressed.  A limited number of waste haulers deliver waste directly to Cedar Hills; they pay a “regional direct” rate of $92.50 per ton. 
Transfer Station Network Upgrade

The regional solid waste system has provided transfer and disposal services for many years at rates that are significantly below those rates charged by neighboring jurisdictions.  The current $95/ton rate contrasts with rates charged by surrounding systems, whose rates are as follows:  

· Seattle--$145/ton

· Snohomish County--$105/ton

· Pierce County--$112.94/ton

· Tacoma--$130/ton (residents); $150/ton (nonresidents)

This rate has been consistent with the County’s efforts to provide participating cities with competitive rate profiles that will incentivize their continuing participation in the system.  For an extended period before 2007, program operations continued with no rate adjustment.  However during that time frame, it became apparent that the region’s aging transfer network (built in the 1960s) would not adequately address the needs of the region for waste transfer services, and that the eventual closure of Cedar Hills Regional Landfill would require additional functional capacity at transfer stations.  Among the demands placed upon transfer stations in recent years are the following:

· Compactor Capacity — Older transfer stations currently do not have the capacity to compact and bale waste.  Waste compactors have the capacity to more efficiently package the waste load such as to substantially reduce the numbers of truck/trailer trips required to transfer loads.  While the region has not made a final determination as to ultimate waste disposal upon closure of Cedar Hills, compactor capacity helps retain options by preparing waste loads for efficient transport.

· Recycling services — The County’s increasing emphasis on waste reduction and recycling highlights the need for recycling capacity at transfer stations.  Current stations provide opportunities for the public to deposit certain common recyclables, like newspaper, bottles, and others; however, space limitations constrain the potential to provide recycling capacity for other wastes, which, consequently, remain as part of the waste stream.  These include wood waste, yard waste, etc.  

· Larger trucks — in recent years, disposal trucks have become larger, capable of handling greater loads.  However, older transfer stations were not designed with these trucks in mind — with the consequence that they have difficulty maneuvering in certain facilities. 

· Self haul — There remains significant interest on the part of the public in delivering waste loads to transfer stations in personally-owned vehicles, and unlike some other areas of the country, municipal waste systems in this region do not mandate residential participation in door-to-door collections.  While this is an expensive element of the King County's solid waste system, transfer stations currently accommodate self-haulers.  However, the wait for disposal can be long and result in line-up of vehicles sometimes extending onto public streets.

· Federal Emergency Management Agency (FEMA) requirements—Solid Waste transfer stations play an important role in responding to natural disasters such as earthquakes, flooding and windstorms, providing a place for disposal of large volumes of waste resulting from such disasters.  FEMA has established standards indicating that transfer stations should be available for immediate occupancy following a seismic event, and have capacity for receiving and holding at least three days volume of waste to support natural disaster response.  None of the five urban transfer stations meet the FEMA waste storage standard.  

· Accurate load weighting — The issue of accurate weighing of truck/trailer combinations leaving transfer stations for the Cedar Hills landfill has become acute in recent years.  In 2009, the County Ombudsman prepared a report recommending trailer weighing capacity at transfer stations to accurately assess weights of trucks and trailers carrying waste loads to Cedar Hills.  This was based on a concern that trailers were leaving transfer stations with loads that exceed maximum weight limits established by the State of Washington.  While the Solid Waste Division has responded to the concern by attempting to more accurately assess the load using revised procedural approaches, it is recognized that the long-term solution is the utilization of trailer scales that will be included in waste compacting capacity at new or rebuilt transfer stations.  

As a result of these increasing demands on the system, and the recognition of the limitations of the existing transfer station network, the Council in 2004
 directed the formation of an advisory group of participating cities to make recommendations for addressing these concerns.  This group, the Metropolitan Solid Waste Management Advisory Committee, labored for several years working with Solid Waste Division staff to review and develop recommendations.
  In 2007, after review of the group’s recommendations by an independent consultant, the Council adopted the Solid Waste Transfer and Waste Management Plan, which directed significant upgrades to the existing transfer station network, including:

· Upgrade the Bow Lake and Factoria transfer stations in place

· Replace the Algona station with a new Southwest Recycling and Transfer Station at a site to be determined

· Replace the Houghton station with a new Northeast Recycling and Transfer Station at a site to be determined

· Close the Renton Transfer Station—

· Retain the Shoreline, Enumclaw and Vashon Recycling and Transfer Stations, which had been recently upgraded or were more recently constructed.  

As noted, system revenues are derived primarily from basic fees assessed to those utilizing the transfer station network and the landfill.  Thirty-seven cities within the County—(all except Seattle and Milton)—currently participate in the system, based on existing interlocal agreements (‘ILAs’) that bind them to the system through the expiration date of the agreements in 2028.  Those agreements provide that waste generated within those cities and collected by waste haulers, is disposed through the County’s system.  This waste stream guarantees an associated revenue stream, through the period of the ILAs.  
The transfer stations rebuilt or replaced through the upgrade process are expected to have life span of at least 30-40 years.  Long term capital costs for the transfer system upgrade are expected to be supported by sale of general obligation bonds, guaranteed by the full faith and credit of the County.  Bond repayment is derived from rate revenues.    

However, rate revenue for bond repayment can only be assured through the period of the participation of cities in the regional transfer system, affirmed through existing ILAs that continue through 2028.   Bond repayment projections assuming a 2028 completion date would require substantially higher rates than would be required if bonds were repaid over a longer period—such as the 30-40 year lifespan of the upgraded transfer stations.  The proposed 2012 rate and financial plan that accompanies the rate proposal assumes construction and/or rebuilding of four transfer stations financed through 2028 – as directed by the budget proviso.

Beginning in 2008, and for several years consecutively, the Council included provisos in the County budget intended to spur movement on discussions to address the matter of extending the interlocal agreements
.  Formal discussions were eventually initiated at the start of 2011, through the Metropolitan Solid Waste Management Advisory Committee.  

Changing Revenue Landscape

Certain elements of the financial landscape have changed since the Council encouraged discussions to extend the interlocal agreements.  The nation has been in a recession, with major impacts on the County solid waste system’s tonnage—and consequent revenue reductions.  Projections made in 2007 assumed volumes of over 1.1 million tons of solid waste processed by the regional solid waste system by 2011.  Current projections are for about 828,000 tons for 2011—a reduction in tonnage of over a quarter of projected amounts.
  As the Solid Waste Division’s operating budgets are based primarily on fees for disposal of waste, the loss of revenue resulted in layoffs of tonnage-driven positions such as transfer station operators and truck drivers.  Additionally, at the time of the 2007 rate adjustment, it was projected that rates would be modified on a three-year cycle to remain current with system demands and costs.  That schedule would have provided for a rate adjustment, reflecting projected system costs, in the 2010 budget cycle.  However, citing the national recession, the Executive did not propose a rate adjustment in his 2010 or 2011 budget proposals.

Upgrade Planning and Scheduling

Meanwhile, the schedule for construction of the first of the urban transfer station upgrades recommended for upgrade by the Solid Waste Transfer and Waste Management Plan, the Bow Lake Recycling and Transfer Station, provided for construction to begin in 2010, with completion scheduled for 2012.  In order to provide revenue needed for the start of the Bow Lake upgrade, — in the absence of an extended ILAs with the cities-- the Executive proposed a financing mechanism known as  “Bond Anticipation Notes” (BANs)—short-term borrowing tools in anticipation of longer-term revenue from bonds that would be sold based on repayment from solid waste rates. The Executive noted that these BANs are available at an attractive financing rate because of historically low interest rates.  The BANs were intended to support funding needs to allow for construction of the Bow Lake station, in anticipation of sales of longer term bonds.

The table below describes the anticipated scheduling of transfer station upgrade/replacement efforts.

	
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018

	Bow Lake
	Construction        Open

	Factoria
	Design and Permit             Construction         Open

	Northeast
	   Site New Facility                       Design and Permit                 Construction         Open

	South County
	   Site New Facility                       Design and Permit                 Construction         Open

	Houghton
	Close

	Algona
	Close

	Renton
	Close

	
	


Extending the Life of the Landfill

In recent years, the region recognized the value of the existing Cedar Hills Landfill as a disposal option.  Reports indicated the probable expenses associated with any alternative disposal plan for the region’s wastes, including waste export to landfills in eastern Washington or eastern Oregon, or thermal recycling of wastes.  Cost estimates consistently showed that extending the life of Cedar Hills would be significantly less expensive than other disposal options.  It also became evident through changed assumptions regarding the site development plan for Cedar Hills, as well as operational changes, that additional capacity for the landfill could be realized.  

In 2010, the Council approved a modified Cedar Hills Site Development Plan, making available an additional 56 acres at the landfill through repositioning operating facilities and opening new areas to landfilling
.  As a result the landfill now has a projected closure date of 2025.  This has allowed more time to complete the upgrade of the solid waste transfer system.  

The Executive’s 2011 budget proposal did not include a recommendation for a rate increase, again noting the region’s weak economy.  Each year that an adjustment is deferred though, a higher eventual rate increase is required.  This situation exists because bonds can only be sold for the length of the existing contracts, which expire in 2028 – without an extension of the contracts, the costs of the system improvements must be paid off in a shorter and shorter amount of time.  The table below illustrates the projected rate impacts in the absence of an ILA extension, and with such an extension.  
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In response to this situation, the Council approved the proviso in the 2011 Budget quoted at the beginning of this report.  Of particular note is the requirement that the Executive return with a rate proposal that assumes bond repayment based on existing contracted agreements, —requiring completion of bond repayment by 2028.  

Meanwhile, in January 2011, the Metropolitan Solid Waste Management Advisory Committee established a subcommittee charged with leading discussions to review the interlocal agreements, staffed and supported by the Executive.  The subcommittee has been active in its review process, meeting twice monthly with participation by cities from various parts of the County, and of varying sizes.  

In March of this year, the Executive transmitted a rate ordinance which proposes a Basic Rate level of $108 per ton.  The proposed rate would increase collection rates for the average residential customer with weekly one-can collection service by $0.76 per month.  This is proposed as a one-year “bridge” rate, intended to provide revenue for the continued operation of the system for the short term while allowing the interlocal agreement review process to go forward

Analysis
As noted previously, the Metropolitan Solid Waste Management Advisory Committee (“MSWMAC”) is currently involved in a review of the existing interlocal agreements which define participation in the regional solid waste system by 37 cities and the County through 2028.  That review process has been active and robust, with engagement of cities in twice-monthly meetings of a subcommittee charged with developing recommendations for consideration by the full MSWMAC.   The process has now moved on to actual drafting of interlocal agreements with a smaller group of city and county representatives.   The process is supplemented by the efforts of the Solid Waste Division to attend meetings of city councils, describing the process and its purpose, and to receive input from cities.  

This process is not without challenges.  Participating cities had identified and worked through concerns with the current interlocal agreement.  It is clear that any new agreement will include significant revisions to the existing agreement.  There are ongoing questions about the means of waste disposal following the closure of the County’s Cedar Hills Regional Landfill.  Also, the County has historically charged a rent assessment for use of the landfill to the Solid Waste Division; the completion of that rental payment obligation and a process for examining the level of any future rents has been the subject of significant attention by some cities.  Any model agreement developed through this process will need legal drafting and review, and separate agreement from each of the 37 cities, —some of whom are not active on MSWMAC.  This effort will need to occur over the same general time frame that participants in the system are considering the Comprehensive Solid Waste Management Plan.  Following completion of this process, the Executive will need to prepare a rate proposal based upon the revised agreements, gain approval from advisory bodies, and allow time for Council review.  Waste haulers must also submit waste collection rates to state authorities.  All of these activities need to be completed by about August of 2012 to allow for a January 2013 effective date of new rates.  

The County is mandated by the existing interlocal agreements to construct, maintain and operate the transfer network and ultimate disposal.  The transfer station upgrade is important to assure the capacity of the system to address worker and client safety, system functionality, and service needs.  The importance of achieving regional consensus on interlocal agreements becomes increasingly clear as the rate implications of delay are confirmed.  

The Rate Model

As required by the proviso, the Executive prepared and transmitted a rate study, entitled Executive Proposed Solid Waste Disposal Fees 2012 as an attachment to the rate proposal.  The rate study includes a rate model as an appendix.  The rate model identifies, in tabular form, system expenditures and revenues by discrete categories.  The model presents this information over the period through 2030.

Several key assumptions should be highlighted regarding the model:

· As directed by the proviso, the model assumes bond repayment over the period of the existing ILAs, — that is, repayment of bonded indebtedness for transfer system upgrade must be completed by the time of the ILAs expire in 2028.

· The model identifies rental payments through the period currently required for payment of the value obligation as recommended by the rental appraisal conducted by a third party appraiser and confirmed by the State Auditor; that payment obligation provides for payments through 2014.  Following that year, the model does not identify any payment levels, though recognition of the extended life of the landfill, with the implication of expanded disposal capacity —and thus, extended disposal value, is footnoted.

Anticipated Rates through 2029

Excerpted from the rate model and summarized below are Anticipated Rates through 2029. (For presentation purposes, rates are presented for only those years that an adjustment is anticipated—in the intervening years, rates continue at the same level.) 

	Year
	2010
	2012
	2013
	2016
	2019
	2022
	2026
	2029

	Rate per ton 
	$95
	$108
	$115
	$123
	$132
	$133
	$160.50
	$133


The following points are emphasized:

· By 2026 a rate of $160.50 is anticipated based on assumptions in the model.  This level would be necessary were bond repayment by 2028 required, in the absence of agreement on ILA extension

· This calculation does not include a Cedar Hills rental payment amount after 2014.  The current rental payment is over $8 million annually—about 10% of Division expenditures.   The Council has expanded capacity at Cedar Hills, with an anticipated closure date of 2025, rather than 2016.  Including any reasonable level of payment is likely to increase the rate amount following 2014.

Debt Service

Excerpted and summarized below is the debt service line from the rate model (for presentation purposes, debt service for each third year is identified).

	Year
	2010
	2013
	2016
	2019
	2022
	2025
	2028

	Debt Service 
	5,871,848 


	7,211,700 


	21,307,225 


	31,651,159 


	31,650,909 


	31,648,659 


	28,401,159 




The debt service obligation of the rate model demonstrates an increase from $5.8 million to $28 million by 2028, the date that bond repayment must be completed under current assumptions regarding the ILA’s expiration.  This expense is a key driver behind the increasing rates identified in the rate model.
45-day Reserve

Also described in the rate model is the Executive’s plan for addressing reserve requirements.  Proposed annual budgets transmitted by the Executive are accompanied by Financial Plans that address, among other fund status conditions, the status of reserve funds—those fund pools, generally identified as “Undesignated Fund Balance”, that are intended as backup revenue sources to support unanticipated operational needs or emergencies.  During the review of the 2011 County Budget, the Council paid particular attention to the trends of the Solid Waste Division’s Undesignated Fund Balance.  Historically, the Solid Waste Division has managed the Solid Waste Fund with the expectation of retaining an Undesignated Fund Balance reserve amount equal to the cost of operating the utility for 45 days, or the Target Fund Balance referenced below.  The Executive Proposed 2011 Budget’s Solid Waste Financial Plan addressed the undesignated fund balance policy as detailed in the excerpt below:

	Year
	2009 Actual
	2010 Adopted
	2010 Estimated
	2011 proposed
	2012 projected
	2013 projected

	Ending Undesignated

Fund 

Balance 
	 $17,255,469 
	 $9,429,430 
	 $9,704,256 
	 $4,340,199 
	 $ 4,983,621 
	$ 2,798,277 

	Target Fund Balance
	 $ 8,153,211 
	 $8,764,130 
	 $8,514,130 
	 $8,585,663 
	 $ 8,671,519 
	$ 8,758,234 


According to the excerpt from that Financial Plan above, the reserve amount in 2013 is projected at $2.79 million, against a target of $8.75 million—almost $6 million less than the targeted 45-day reserve.  This raised a question as to the capacity of the system to respond to emergencies.  

This led the Council to include in its 2011 budget proviso a requirement that the rate to be proposed by the Executive “remedies the forty-five day cash reserve shortfall identified in the financial plan”.  The rate model included within the rate study transmitted with the proposed rate ordinance includes an entry addressing the target fund balance, ending fund balance and the “amount above target”.  In sum, the proposed rate does result in an ending Undesignated Fund Balance that remains above the Target Fund Balance in each of the years portrayed between 2012 and 2030, though the margin is slender in several years.
   In particular, the rate proposal provides for an Ending Undesignated Fund Balance that exceeds the Target Fund Balance in 2012 and 2013—achieved by rate adjustments to $108 a ton in 2012, and $115 in 2013.  This demonstrates an Executive strategy of keeping the fund balance above the Target Fund Balance in each year of the rate cycle. 
Cedar Hills Closure

As noted above, the Council approved legislation in 2010 that opened additional acreage at the Cedar Hills Landfill to waste disposal, based on the assumption that extending the life of the landfill is the most economic approach to disposing of the region’s waste.  

Current projections are for landfill closure in 2025; closure of the landfill had been anticipated for 2018 prior to the Council’s 2010 action to extend its capacity.  The table below, created from information provided by the rate model, demonstrates the potential impact of the 2025 Cedar Hills closure—driving disposal costs from about $19.6 million in 2025, to almost $59 million in 2026.  It should be noted that the disposal strategy following the closure of the landfill has not been formally decided upon by the region, and thus costs identified below are uncertain—but that, under any likely scenario, disposal costs would increase substantially.

	Year
	2024
	2025
	2026
	2027
	2028
	2029
	2030

	Fixed Disposal Costs
	3,820,232
	3,908,097
	
	
	
	
	

	Variable Disposal Costs
	15,404,172
	15,758,468
	
	
	
	
	

	Total
	19,224,404
	19,666,565
	
	
	
	
	

	Future Disposal Costs (after Cedar Hills Closes)
	
	
	58,798,599
	60,783,820
	62,834,377
	64,958,430
	67,158,333


Landfill Reserve Fund, Capital Equipment Reserve Program Fund

The rate model also describes transfers to the Landfill Reserve Fund (LRF).  Upon closure of the Cedar Hills Landfill, the County will be required to monitor and manage the facility for a period of 30 years, to assure protection against impacts to groundwater and other resources.  Each year, the Solid Waste Division transfers funding into the Landfill Reserve Account to support such post-closure monitoring.  The $4.8 million 2011 transfer increases to 10.6 million for 2025, the year of anticipated closure of the landfill. 

The Capital Equipment Reserve Program (“CERP”) Fund receives annual transfers to support equipment purchases and upgrades such as large earth moving equipment required to manage wastes at the landfill.  The rate model shows transfers of $3.1 million to the CERP fund in 2011, increasing to $4.3 million in 2012, and declining again to $3.5 million in 2018, and $2.8 million in 2026 through the end of the rate period.  

Timing

The proposed one-year rate would become effective in January 2012. Solid waste haulers, who pay the basic rate for deposit of waste at transfer stations, adjust their monthly rates paid by homeowners for residential collection based on this basic rate.  Such residential collection rates require approval by the Washington Utilities and Transportation Commission, therefore requiring action by the Council, ideally by September.
� Ordinance 16984 Section 101 Solid Waste Proviso P2


� RCW 35.21.120


� Ordinance 14971, enacted 8/02/2004


� Solid Waste Transfer and Waste Management Plan http://your.kingcounty.gov/solidwaste/about/Planning/documents/Transfer-Waste-Export-Plan.pdf


�  For example, the 2008 County Budget included the following proviso:


      “Of this appropriation, $50,000 shall not be expended or encumbered until the executive submits two semi annual progress reports on the progress of negotiations to extend interlocal agreements with cities for solid waste services. The progress reports shall, at a minimum, include the following:


      1.  an update of the status of the negotiations with each city; 


      2.  an identification of issues in contention with each city; 


      3.  an identification of cities with which the executive branch feels the county is at an impasse; and 


      4.  for those agencies at an impasse, a detailed summary of the issue causing the impasse.”





� Executive Proposed Solid Waste Disposal Fees 2012, Figure 3, Tonnage Decline since 2007 p.5


� 2010 Motion 13382 Cedar Hills Regional Landfill 2010 Site Development Plan


� Executive Proposed Solid Waste Disposal Fees 2012, Table B-1 Rate Model through 2030 p.B-1 through B-3


� Executive Proposed Solid Waste Disposal Fees 2012, Table B-1 Rate Model through 2030 p.B-1 through B-3
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