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SUBJECT

Proposed Ordinance 2018-0486 would establish a Solid Waste Environmental Reserve Fund that would be restricted to the purchase of insurance coverage for solid waste system environmental liabilities or the cost of actual environmental liabilities associated with the operation of the solid waste system. 

SUMMARY

The King County Solid Waste Division (SWD) operates a regional solid waste system in which the County is responsible with providing solid waste planning, management, transfer, and disposal services through 2040 for the unincorporated area and 37 partner cities that have signed interlocal agreements.

Proposed Ordinance 2018-0486 would establish a Solid Waste Environmental Reserve Fund in response to provisions in the interlocal agreements. The Proposed Ordinance states that appropriations from solid waste system fee revenues shall be deposited in the fund to the extent required by the interlocal agreements and that money deposited into the fund shall be used only to cover the cost of insurance coverage for solid waste system environmental liabilities if coverage is available under reasonable terms or the cost of actual environmental liabilities associated with operation of the solid waste system.

The Executive’s Proposed 2019-2020 Budget[footnoteRef:1] includes a $1 million transfer of solid waste operating funds to the Environmental Reserve Fund that would be established by Proposed Ordinance 2018-0486. The Executive has not requested expenditure authority for the Environmental Reserve Fund in the proposed budget. In order for the $1 million or future appropriations to be expended towards any future environmental liabilities or to pay insurance premiums related to environmental liabilities, the Council would have to approve expenditure authority in a future budget ordinance.  [1:  Proposed Ordinance 2018-0465] 




BACKGROUND 

Regional Solid Waste System. The King County Solid Waste Division (SWD) operates a regional solid waste system in which the County is responsible with providing solid waste planning, management, transfer, and disposal services through 2040 for the unincorporated area and 37 partner cities that have signed interlocal agreements (ILA). By ILA and state law,[footnoteRef:2] the partner cities manage solid waste handling within their jurisdictions, and, in general, contract with private solid waste haulers to provide collection service within the city. [2:  RCW 35.21.120] 


SWD operates eight transfer stations, two drop boxes, the Cedar Hills Regional Landfill, as well as waste prevention and recycling programs in support of the regional solid waste system. King County receives solid waste at its transfer stations and drop boxes from solid waste haulers and self-haul customers. These waste loads are consolidated, transferred onto trailers, and transported by truck to the County’s Cedar Hills landfill in unincorporated Maple Valley.

The solid waste system is supported by disposal fees that are approved by the Council.

Interlocal Agreements with Partner Cities. All cities in King County with the exception of Seattle and Milton currently have agreements in place that govern their participation in the regional solid waste system. Between 2011 and 2013, the County and its city partners in the regional solid waste system entered into a process to update and extend the previous ILAs, which were in effect to 2028. As of this year, all 37 cities have signed the Amended and Restated Interlocal Agreements (Extended ILAs) that ensures their participation through 2040. 

Included in the Extended ILAs (provided as Attachment 3 to this staff report) are a series of provisions related to the establishment and use of an Environmental Reserve Fund to cover potential future environmental liabilities using solid waste system revenues. The Extended ILA notes that “Nothing in this Agreement is intended to create new Environmental Liability nor release any third-party from Environmental Liability. Rather, the intent is to protect the general funds of the Parties to this Agreement by ensuring that, consistent with best business practices, an adequate portion of Disposal Rates being collected from the System Users are set aside and accessible in a fair and equitable manner to pay the respective County and City’s Environmental Liabilities” (8.6.b).

ANALYSIS

Proposed Ordinance 2018-0486 would establish a Solid Waste Environmental Reserve Fund to be managed by the Director of the Department of Natural Resources and Parks in response to provisions in the Extended ILAs.  

The Proposed Ordinance states that appropriations from solid waste system fee revenues shall be deposited in the fund to the extent required by the Extended ILAs and that money deposited into the fund shall be used only to cover:
· The cost of insurance coverage for solid waste system environmental liabilities to the extent coverage is available under reasonable terms; or
· The cost of actual environmental liabilities associated with operation of the solid waste system.

Executive staff indicate that efforts to identify a commercial carrier from whom the Solid Waste Division could purchase environmental liability insurance have not been successful and that the Division anticipates pursuing the self-insurance option. They further note that they expect to work with the Metropolitan Solid Waste Management Advisory Committee per the terms of the Extended ILAs in 2019 around topics such as a fund contribution schedule and fund target. The Extended ILAs provide guidance related to how money will be distributed if and when such liabilities should arise, how long funds shall be retained, and a process if the funds available are insufficient to cover the cost of the entirety of any potential environmental liabilities. 

The Executive’s Proposed 2019-2020 Budget[footnoteRef:3] includes a $1 million transfer of solid waste operating funds to the Environmental Reserve Fund that would be established by Proposed Ordinance 2018-0486. The Executive has not requested expenditure authority for the Environmental Reserve Fund in the proposed budget. In order for the $1 million or future appropriations to be expended towards any future environmental liabilities or to pay insurance premiums related to environmental liabilities, the Council would have to approve expenditure authority in a future budget ordinance.  [3:  Proposed Ordinance 2018-0465] 


ATTACHMENTS

1. Proposed Ordinance 2018-0486
2. Fiscal Note
3. Restated and Amended Interlocal Agreement
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