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The King County Solid Waste Division is seeking budget approval to purchase an approximately 12-acre site on Harbor Island, known as the Fisher Mill site, for potential future use as a solid waste intermodal/transfer facility.

The Division is making the request at this time, and in advance of completing a formal siting process that fully analyzes other alternatives, because the site is for sale, and because the site has all the unique characteristics necessary to function as an intermodal/transfer facility.  The purchase of the site at this time preserves the option of developing the site at a future date.  Should that option not be selected, the completed appraisal supports the idea that the property could be sold with no loss to the County.  Actual site development would still require completion of a formal siting process, and further King County Council action that would include, at a minimum, a policy decision to build a public intermodal facility, a formal decision to site the facility at a particular location, and budgetary authority to develop the site.

The Division’s “Business Case for a County-Owned Intermodal Facility: Promoting Competition for Disposal” summarizes why public ownership and operation of an intermodal facility is crucial for meeting the region’s solid waste disposal needs, after the closure of Cedar Hills Regional Landfill, in a manner that minimizes ratepayer costs and ensures high quality services.  In particular, the facility will provide the region with competitive choices for waste disposal after Cedar Hills reaches capacity, and will ensure there is adequate intermodal capacity available to handle the region’s waste.

Promoting Competition

A dedicated intermodal facility that is not owned or controlled by either the Union Pacific (UPRR) or Burlington Northern/Santa Fe (BNSF) railroads, but is accessible to both of them, eliminates a key physical barrier to additional private sector competition for waste disposal services in several ways:

· Existing intermodal and spot capacity 
 in the region available for handling solid waste is under contract to Waste Management Inc. at the Argo Yard, and leased to Allied Waste Industries at their Third & Lander and Black River Quarry facilities.  

· This condition eliminates at least two potential providers of waste export disposal services from competing and reduces it to two for the region’s disposal of solid waste.  Without access to intermodal capacity, these two other companies, which own and operate landfills that could handle King County’s waste, cannot gain access to the rail system necessary to receive King County’s waste.

· A site with access to both the UPRR and the BNSF not only allows competition between Waste Management Inc. and Allied but also broadens it to others as well.

Ensuring adequate intermodal capacity

If the site were ultimately selected for development as a intermodal/transfer facility, the County’s waste flow would not negatively impact the existing intermodal capacity necessary for cargo and solid waste traffic:

· The two railroad companies own the intermodal and rail tracks at the spot facilities in the region.  The facilities serve their own trains.  The primary purpose of intermodal capacity is to move commercial cargo.  Space is limited for cargo handling today and cargo traffic is expected to grow over time.  Moving solid waste is a much lower volume and lower revenue generating business for the railroads.   

· It will be difficult to expand existing intermodal handling sites for solid waste.  Existing intermodal and spot yards are built out, and expanding capacity by operational means (e.g., adding shifts) will be first dedicated to meeting the growing needs of the commercial cargo market, which is more central to the railroads’ business.

· There is a clear risk that existing available capacity will not be sufficient to meet the entire region’s waste needs (including Seattle and King County) anticipated in 2012, given these increased demands on such capacity from commercial cargo.

· Sufficient intermodal capacity is absolutely essential for waste export to be a viable means of waste disposal.  Garbage flows from the region will be constant and grow over time.

Compatibility with the 2001 Comprehensive Solid Waste Management Plan

The 2001 Comprehensive Solid Waste Management Plan (the Plan or CSWMP) recommends that the County move to a system of waste export once Cedar Hills closes (Chapter 7, page 7-14).  The Plan directed the Division to prepare a detailed waste export implementation and coordination plan by March 31, 2003 (Chapter 7, page 7-15).  The Division has arrived at the recommendation to purchase the Fisher Flour Mill site as a potential future intermodal site through its initial work to develop the waste export implementation and coordination plan.  While the detailed implementation and coordination plan is not yet completed, the analysis undertaken to identify potential sites, the status of rail and intermodal capacity, and evaluation of the specific property will be incorporated into the final plan for Council approval.

The purchase of the site to preserve future options is consistent with the CSWMP.   Additionally, any future decisions to actually develop the site as an intermodal facility are consistent with the Plan so long as the siting process for an intermodal facility outlined on page 7-12 of the Plan is followed.  

Analysis of the Suitability of the Fisher Flour Mill Site
Site Availability and Characteristics
In beginning its own work on developing the waste export implementation and coordination plan, the Division began a joint study of potential intermodal sites with the City of Seattle.  W&H Pacific, a land use planning, surveying, and engineering firm, was used to develop site criteria and to complete a search of potential sites.  The search criteria was as follows: 

· Intermodal Site Size – 10 acres or greater

· Site configuration – Able to support a minimum intermodal layout

· Land Use Zoning – Industrial 

· Proximity to Residential Areas – Potential sites that are not near, or do not impact, residential areas are preferred

· Railroad Proximity – Within 200-feet of an existing railroad controlled track

· Assessed land Value – Improvement value should be no more than land value

Of the seven sites identified, the Fisher Flour Mill property appears to be ideally suited to meet the region’s needs for an intermodal facility.

Land Use Considerations

King County will need to dispose of approximately 1.1 million tons of mixed solid waste when it moves to waste export after Cedar Hills Regional Landfill reaches capacity.  A site suitable for providing intermodal capacity for this volume of waste and associated intermodal functions must be at least 10 acres in size, have access to rail lines, and be level in order to house the necessary loading/unloading tracks, container storage areas, and rail car storage (HDR Engineering).

As a result of the small number of sites with access to both rail lines, few sites are available in the County for an intermodal facility that effectively promotes competition.  Potential site availability is narrowed further because intermodal facilities are a heavy industrial activity involving the movement of cargo from trucks to trains.  Given the volume of activity that King County’s waste would generate, an intermodal facility must be able to operate 20 hours per day on weekdays and 10 hours per day on weekends.  Therefore, potential intermodal sites must also be located within larger industrial areas away from residential or general commercial and business uses in order to avoid land use impacts.  The Fisher Mill site meets these criteria.  It is located in the middle of the larger Harbor Island industrial area and is zoned IG-1, General Industrial, by the City of Seattle.  The surrounding zoning is also General Industrial.  More significantly, the surrounding land uses are also industrial, which limits the potential for land use impacts that may otherwise arise from the operation of a solid waste intermodal facility.

The land use map from the City of Seattle, below, shows existing land uses on Harbor Island and surrounding area.
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Due Diligence Evaluation

The Purchase & Sale Agreement for the property included a due-diligence period for the County as purchaser to conduct a thorough investigation of the site.  Due diligence tasks included:

· A review of the environmental condition of the site including on-site sampling of soils and ground water;

· Development of a conceptual site plan to determine if the site could function as a solid waste intermodal facility

· An independent appraisal;

· A title search;

· A survey of the property;

· A review of land use and environmental permit standards; and

· A traffic time and cost study.

The results of the due diligence tasks were favorable and support purchase of the property.  A separate document summarizing the due diligence work is being developed by the Division for use by the Council in their consideration of the request.

Compatibility with Regional Transportation Systems

For a publicly-owned intermodal facility to accomplish the objectives of reducing demands on limited regional intermodal capacity and promoting open market competition for waste export services, it is necessary to find a site with equal access to both the Burlington Northern/Santa Fe and Union Pacific mainlines.  The Fisher Mill site has equal access.  Both main lines can be reached via a jointly-owned spur track that runs onto the southern portion of the site.  

Truck access to the Fisher Mill site from I-5 is off of the West Seattle Freeway and S.W. Spokane Street.  Only one intersection with a stoplight must be crossed to reach the site from the freeway.  According to a traffic time and distance study conducted for the Division by HDR Engineering Inc., the Fisher Mill site is well situated to handle truck traffic from the transfer stations.  If developed, short haul costs between the transfer stations and the Fisher Mill site would be reduced by nearly $1-million per year when compared to the short-haul costs between the transfer stations and Cedar Hills.

The 2001 Comprehensive Solid Waste Management Plan recommends developing comprehensive emergency response procedures for the region’s waste export system and have them in place by the time waste export is implemented.  Further, the Plan identifies that the most significant emergency that would disrupt normal export operations is a subduction zone earthquake that could halt normal rail service for as long as two to three weeks (Chapter 7, page 7-9).  The Fisher Mill site provides added operational flexibility for emergency operations because the site is accessible by barge.  Barging containerized waste as a back-up mode of export during prolonged emergencies could be beneficial if access to regular rail service is blocked for several weeks.  It is a viable means of transport because ocean-going barges are used to move cargo up and down the west coast and rivers regularly.  Additionally, three possible landfills that waste could be exported to are located near the Columbia River, and one, the Finley Buttes Landfill, has developed barge access.

Barging of containerized waste may also be a viable primary mode of waste export.  Its costs and benefits are not analyzed here or in the “Business Case” because ocean-going barging is an infrequent method of transport from the Puget Sound to the Columbia River.  However, the presence of a predictable constant flow of material (containerized waste) may be attractive enough to cause barge companies to compete with rail providers.  Though barging waste would increase the distance traveled over more direct rail lines, a single ocean going barge can carry 400 containers of garbage, thus doing the work of more than three trains (HDR Engineering).    Since the Fisher Mill site has barge access, landfill owner/operators would have the option to propose this mode of export if they were able to arrange a cost-competitive arrangement with a barging company.

Solid Waste Transfer System Flexibility

Most of the transfer stations that serve ratepayers in the region are in need of significant upgrade in order to serve growing tonnage volumes, and be ready for eventual waste export.  To prepare for waste export, the 2001 Comprehensive Solid Waste Plan recommended installing solid waste compactors at all facilities that did not already have them (2001 CSWMP, pages 6-10 and 6-20).  This recommendation assumed that the region’s eventual waste export system would include an intermodal site (either public or private), but that the site would only perform intermodal functions while all waste compaction would occur at the transfer stations.   

The Fisher Mill site is of sufficient size and configuration to provide space for both intermodal functions as well as space for compaction of up to half of the County’s waste.  If the Fisher Mill site were developed, it would allow the Division to concentrate its investment in compactors at a few facilities rather than all of them.  Practically speaking, the need for installing compactors at the Algona, Houghton, and Renton transfer stations could be eliminated.  The difference in capital costs for compactors if the Fisher Mill site is developed vs. building in compaction equipment at all transfer stations would be as follows:

	Facility
	Fisher FlourMill Site Developed
	Compactors at all Stations

	Algona
	$0
	$5,000,0002

	Houghton
	$0
	$4,000,000

	Renton
	$0
	$4,000,000

	Fisher Mill site
	$2,000,0001
	$0

	Total Compactor Costs 
	$2,000,000
	$13,000,000


1The Fisher Mill site would have two compactors, if developed.  The capital cost estimate is based on the cost of purchasing and installing equipment in a new facility designed to house compactors.

2The cost estimates for installing a single compactor each at Algona, Houghton, and Renton are significantly higher than for the Fisher Mill site due to the need to retrofit the facilities to house compaction equipment.

Installing compactors at the Fisher Mill site also improves the overall capacity and flexibility of the County transfer system.  Due to the design constraints at older transfer stations, installing compactors would reduce the capacity of Algona, Houghton, and Renton.  Not installing compactors would help maintain current customer service levels and limit the need to build additional transfer station capacity in the future.

Finally, there are likely to be operational cost savings from compacting waste at the Fisher Mill site.  While it would require waste transferred from stations without compactors to be handled twice, higher payloads for export could be achieved because the compacted waste containers would not have to travel on public roads before being exported, or at the landfill when they are unloaded.  As a result, payloads could be raised from 27-tons to 35-tons per trailer, an approximate 25-percent increase.  Using results of a rail transport model developed by HDR Consultants, the per-ton cost difference between exporting 27-ton waste containers and 35-ton waste containers to sample destinations in eastern Oregon and Idaho were estimated to be around  $.90-$2.90 per ton (Business Case for a County-Owned Intermodal Facility: Promoting Competition for Solid Waste Disposal, HDR Engineering; Appendix J).  

Though it appears that the Fisher Mill site offers substantial savings through centralized waste compaction, these projected savings would be offset by the capital and operating costs of the transfer facility at the Fisher Mill site, as well as by the added short-haul costs of hauling waste in 17-ton payloads from transfer stations to the Fisher Mill site.  Further system-wide cost/benefit analyses will need to be conducted to accurately project the actual cost savings of centralized compaction prior to making a final decision to develop the Fisher Mill site.  However, the ability of the site to house this added function demonstrates the ability of the site to meet a range of solid waste system needs. 

Initial Identification of Alternative Sites

· As indicated previously, the Division has not undertaken a formal site selection process.  However, in identifying the Fisher Mill site as a likely candidate for a public intermodal facility, the Solid Waste Division worked jointly with Seattle Public Utilities to identify potential sites across the region.

The search yielded six potential sites in addition to the Fisher Mill property using the criteria highlighted earlier.  Other than the Fisher Mill site, none are for sale at this time.  These sites will be analyzed further to determine their development feasibility as the County moves forward with formal intermodal siting studies mandated in the adopted 2001 Plan (page 7-12).  All analyses will be completed and presented to the Council before it is asked to make any formal decisions to site an intermodal facility.

The work product detailing the potential sites identified by W&H Pacific is an oversized color map atlas not suitable for reproduction in this paper.  The information will be presented to the Council during hearings on the intermodal subject.  The work product is also available for review at any time by contacting the Solid Waste Division.

The result of this initial identification of alternative sites indicated that there are few locations in the County potentially suited to siting an intermodal facility.

Coordination with the City of Seattle and Neighboring Counties

Waste export costs tend to be reduced when greater economies of scale can be realized.  As a result, the Plan identified the importance of looking for opportunities to partner with Seattle or neighboring counties to operate a joint waste export system.  The Fisher Mill site is uniquely situated to support this approach, should it be implemented.  It is directly adjacent to a site that the City of Seattle is also considering for development as a solid waste intermodal facility.  The potential exists to develop a larger single intermodal facility across the Fisher Mill site and Seattle’s site that could handle the waste from both disposal systems and maximize potential economies of scale.  Purchase of the Fisher Mill site preserves this opportunity, which will likely not be available if a different site is chosen.  Barge access at the site also allows for partnering opportunities with Island and San Juan counties.

Timing of Purchase

The request for purchase is being made now because the site meets the unique siting criteria for an intermodal facility, and because the site is for sale.  Given that there are few suitable sites, it is highly unlikely that a suitable site will happen to be on sale at any given time.  Additionally, even though waste export is not anticipated to begin until the end of 2012, making such a purchase now may be prudent given the time needed to develop the facility (if the decision is made to do so).  If the site is developed as an intermodal facility, there must be adequate time available to complete siting studies and environmental reviews in advance of making a formal decision to develop the site, and then obtain the necessary land use and development permits.  The Solid Waste Division’s prior experiences with siting and permitting solid waste transfer stations shows that a ten-year time window is not an unusual length of time to complete the steps necessary for selecting and developing a new solid waste handling facility.  Selecting the site early will also allow the Division to prepare the system for waste export in an efficient manner.  The location and characteristics of an intermodal/transfer site will influence capital improvements at individual stations.  It will take time to plan and implement such improvements and having decisions made about the intermodal system will allow these improvements to be made efficiently.

Financial Risk

The land cost of the Fisher Mill site is $8.5-million to $9-million, depending on the closure date on the sale.  Due to the immediate availability of the site, the request to purchase is also being made in advance of a formal siting study and environmental review being completed.  However, the purchase represents a reasonable risk to the County in exchange for securing a strong candidate parcel for an intermodal facility.   The risk is reasonable for at least two reasons.

· The property has been appraised at $9-million by an independent property appraiser.  The appraisal set the value of the property based on its use for general industrial activities.  This value is likely to rise at least as fast as the rate of inflation.  Therefore, if the County chose not to develop the site at a later date, the property could be sold to recover the County’s original investment.

· The property contains tenants in an existing warehouse who will remain until the County must begin actual development work on the site.  The County can expect to receive between $10,000 and $15,000 in monthly lease payments through at least 2005.  These lease payments would accrue to the Solid Waste Division, and would be held in reserve to offset land development costs.  If the site were not developed, the lease revenue would be available for other solid waste purposes.

Financing the Acquisition

The base cost for the property is $8.5 million plus $180,000 in due diligence costs.  The acquisition of the property will not impact solid waste rates.  Funds to close the transaction will come from accumulated cash reserve in the Solid Waste Construction fund (approximately $16.5 million).  The cash fund balance in the Solid Construction Fund has accumulated over the last several years to provide for future capital improvements to the system in preparation for waste export.  This cash fund balance will be replenished through a variety of one-time actions including reimbursement from an insurance company for the Brighton settlement; changes in post closure monitoring, several cost reduction efforts and 2003 vacancies.

Timeline for Future Decisions
Should the Council approve the acquisition of the property, the Division will then initiate the siting process articulated in the Plan:

DSW-8 If the need arises for the county to develop one or more such facilities, the process for siting intermodal facilities where containers are transferred from trucks to rail cars or barges shall include:

1. Involving all affected jurisdictions and interested parties in the siting process in decision making, and providing access to relevant information to affected jurisdictions and interested parties;

2. Listening and responding to input from all affected jurisdictions and interested parties; and 

3. Developing jointly with all affected jurisdictions and interested parties criteria for identifying prospective sites that comprehensively evaluate environmental, technical, financial, and community needs.

The following table lists major County decisions that will need to be made prior to development of the Fisher Mill site.  Many will involve Council approval along the way.

	Decision Point
	Anticipated Date of Decision

	Purchase Fisher Mill site
	July through December 19, 2003

	2004 budget appropriation for SEPA work
	Fall 2003

	CSWMP siting process with cities and interested parties
	Late Summer 2003 – Summer 2004

	Complete regional analyses of potential sites by the Solid Waste Division
	December 2003

	Environmental Impact Analysis required under SEPA
	December 2003-Summer 2004

	Siting decision by Council
	Fall 2004

	Budget Appropriation for capital construction of intermodal facility
	2005 or later


Summary

In sum, there are several reasons to purchase the Fisher Mill property at this time:

· The site has all the unique characteristics of an intermodal and transfer facility to meet the County’s needs for waste export.  Such a facility is needed to provide the region with cost-effective, and reliable disposal services.

· The decision to purchase the site now preserves the option of developing the site as an intermodal/transfer facility, but does not commit the County to doing so.  If the site is purchased, there will be several specific Council actions that will be required before the site can be developed as an intermodal facility.

· The decision to purchase the site now preserves and enhances the opportunity to partner with at least the City of Seattle in implementing a joint waste export system.

· The purchase of a site and future development of a solid waste intermodal facility is consistent with the adopted 2001 Comprehensive Solid Waste Management Plan and the Interlocal Agreements.

· The County may lose the opportunity to secure a suitable site if it does not purchase this property.  The property is for sale at this time; other suitable sites may not become available.

· The decision to purchase the site now will allow sufficient time to prepare the transfer system for waste export in an efficient manner, if a decision is made to develop the site.

· There is little financial risk to the County in making the decision to purchase this site at this time.  The site is valuable, will provide rental income, and can be sold at a later time if a decision is made not to proceed with a public intermodal facility.

Purchase of the site will not necessitate an increase in rates.  Funding will come from a variety of sources, including savings in the Capital Improvement Program because the facility will eliminate the need for compaction at several of the Division’s transfer facilities.  The facility is expected to more than pay for itself due to long term savings in disposal prices, because it will increase private sector competition for the County’s waste stream after Cedar Hills closes.

� Spot facilities are areas where groups of rail cars can be set or “spotted” for loading and unloading by switch engines.  Spot facilities do not have the rail space to arrive and depart whole trains and are dependent upon other rail yards for this function.





Page 10

