SOLID WASTE LANDFILL RESERVE CAPITAL 
ANALYST: TERRA ROSE

	
	
	2021-2022 Proposed
	
	2023-2024 Projected
	
	2025-2026 Projected

	Revenues
	
	$35,144,250
	
	$87,848,876
	
	$36,804,728

	Expenditures
	
	$35,144,250
	
	$87,848,876
	
	$36,804,728

	Major Revenue Sources:  Transfer from solid waste operating fund (disposal fees), bond proceeds. 




DESCRIPTION

The Solid Waste Capital Improvement Program is comprised of three funds: the Solid Waste Construction fund, the Capital Equipment Replacement fund, and the Landfill Reserve fund. The Landfill Reserve fund, which is the subject of this staff report, covers the costs of new area development at the Cedar Hills Regional Landfill, capital investments to sustain landfill infrastructure and operations, closing operating areas within the landfill, and accumulating funds for post-closure maintenance of Cedar Hills.

Historically, projects in the Landfill Reserve fund have been paid for entirely using cash proceeds through transfers of disposal fee revenues from the Solid Waste Operating fund. However, in the 2021-2022 biennium, the Solid Waste Division (SWD) proposes using bond proceeds, as well as cash, to finance projects to smooth the effect that landfill projects would have on disposal fees.[footnoteRef:1] Additional information about this proposal is provided in Key Issue 1 later in this staff report.  [1:  Proposed Ordinance 2020-0318, transmitted with the proposed budget, would clarify in King County Code that bond financing of projects budgeted in this fund is allowable. Council staff analysis on this proposed ordinance is ongoing.] 



SUMMARY OF PROPOSED BUDGET AND CHANGES

The proposed budget would appropriate approximately $35.1 million for the development of further capacity of the Cedar Hills Regional Landfill consistent with direction in the adopted Comprehensive Solid Waste Management Plan,[footnoteRef:2] as well as provide for landfill maintenance projects. Noteworthy proposed project expenditures are described below.  [2:  Ordinance 18893] 


· Area 8 Development / Facility Relocation: $1.2M The proposed budget would include a $1.2 million appropriation to finish construction work related to Area 8, which began accepting waste in 2019. According to Executive staff, previously planned construction work was delayed due to extreme weather and differing site conditions encountered during excavation that required implementation of a control system. Executive staff indicate that the planned work is expected to be complete in 2021. 

· Area 9 Development: $12.0M The proposed budget would include approximately $12 million for the Final Design and Construction phases of the previously approved project to develop a new area in the southeast section of the Cedar Hills Landfill, referred to as Area 9. This project is consistent with the direction in the adopted Comprehensive Solid Waste Management Plan.[footnoteRef:3] Project documentation indicates that construction must be complete by the end of 2025 and ready to accept waste in 2026 given the remaining capacity in the other areas within the landfill. Executive staff indicate that the new capacity developed in this area is expected to extend the landfill life approximately seven years. According to project documentation, the estimated cost at completion of the new area development is $82.9 million. As part of this capacity development project, support and administrative facilities at the landfill are expected to be relocated. This work is being completed under a separate capital project and appropriation.  [3:  Ordinance 18893] 


· Leachate Lagoons Upgrade: $19.4M The proposed budget would include approximately $19.4 million for Final Design and Construction phases of the previously approved project to upgrade the leachate lagoons at the landfill to bring the liner system into regulatory compliance and make other improvements. Leachate refers to the water that percolates through garbage at the landfill and requires collection and treatment before being sent to a wastewater treatment facility. Project documentation indicates that the estimated cost at completion of this project is approximately $30.4 million.

· Leachate Conveyance System Improvements: $1.1M This new project would conduct an assessment of the leachate conveyance systems at the Cedar Hills Regional Landfill, Vashon Landfill, and transfer stations, and make recommended improvements to support compliance with state regulations related to leak detection. Project documentation indicate that the estimated cost at completion of this project is $11.6 million.

KEY ISSUES

ISSUE 1 – BONDING LANDFILL CAPACITY PROJECTS

As noted in the staff report for the Solid Waste operating fund, the per ton basic fee to dispose solid waste[footnoteRef:4] is expected to remain flat in 2021. Executive staff indicate that to accommodate the lower projected revenue resulting from not increasing fees for 2021, the Division made the decision to use General Obligation (GO) bond financing for projects in the Landfill Reserve fund starting in the upcoming biennium. Historically, the Division has paid entirely in cash for landfill-related projects. According to Executive staff, GO bonds would be issued beginning in 2021 for a term of 20 years. This would suggest that the duration of debt service may exceed the estimated useful life of the landfill even with the development of Area 9. Executive staff state that Area 8, which is currently receiving refuse, is estimated to reach capacity in mid-2026 and that additional capacity in Areas 5 and 6 could extend the overall life to mid-2028. With Area 9 expected to extend the lifespan an additional seven years, the current estimated closure of Cedar Hills is expected to be sometime in 2035, six years before the conclusion of debt service. Additionally, the current interlocal agreements with the partner cities, which obligate waste collected within the city jurisdiction to be brought to County facilities and which results in disposal fee revenues to the County, extend only through December 31, 2040. Discussions with the partner cities about potentially extending the interlocal agreements are in the very early stages and are tied to the ongoing discussion about the next disposal method following landfill closure.     [4:  The per-ton basic fee does not include the moderate risk waste surcharge established by the Board of Health and the state refuse tax] 


According to Executive staff, if the landfill development projects were not bond financed, the Division would have to increase disposal fees substantially in 2021-2026, beyond the fee trajectory assumed in the financial plan and provided in the table below. Executive staff note that actual fee proposals transmitted to the Council will be adjusted from these projections based on updated expenditures and waste tonnage projections.  For context, the current per ton basic rate for the City of Seattle, which is not a part of the County's regional solid waste system, is $149 per ton.[footnoteRef:5] [5:  http://www.seattle.gov/utilities/your-services/collection-and-disposal/transfer-stations/rates (Note that it is unclear from the City's website if taxes and other surcharges are included)] 


Projected Per-ton Basic Fee Assuming Bond Financing of Landfill Projects

	Year / Biennium
	
	Projected Per-Ton Fee
	
	% Change
	

	2019-2020
	
	$140.82
	
	-
	

	2021 
	
	$140.82
	
	-
	

	2022
	
	$160.53
	
	14.0%
	

	2023-2024
	
	$190.00
	
	18.4%
	

	2025-2026
	
	$217.00
	
	14.2%
	



Additionally, Executive staff note that using cash proceeds would create a problem of intergenerational equity, where current fee payers would be subsidizing the cost of the system for future users even though the benefits of the landfill development projects will accrue to the users of the system in the future. Executive staff state that, "In the past this was less of a concern because the landfill had many years of capacity and each new 'generation' of rate payers could pay for the next generation's capacity. As the landfill reaches the end of its life there is no future capacity for next year's payors to pay for. Using bond proceeds to pay for a portion of landfill development costs solves this problem by taking the high, concentrated costs of opening the new cell, and spreading them over the remaining life of the landfill."

Council staff analysis is ongoing. 

[bookmark: _GoBack]UPDATE:  Following the release of the initial staff report, Executive staff provided additional information noting that the exact capacity in Area 9 may vary depending upon the final design option selected after the Environmental Impact Statement process, which would then in turn impact the estimated closure date for Cedar Hills. Executive staff note that the overall closure date of the landfill may also be influenced by the tonnage received in the intervening years, as well as the effectiveness of the Division's zero waste of resources efforts in reducing the amount of waste going to the landfill.

Council staff worked with legal counsel for additional information about the bond issuance process. Prior to bond issuance, the Finance and Business Operations Division, in conjunction with the County's financial advisor and bond counsel, will structure the bond issue to be consistent with federal law around allowable terms based on the life of the asset. Additionally, Executive staff confirmed that the terms of the bonds used by SWD will not extend past the end of the interlocal agreements with the partner cities.

Executive staff also indicated that they briefed both advisory committees – the Metropolitan Solid Waste Management Advisory Committee, comprised of city representatives, and the Solid Waste Advisory Committee, made up of interested citizens and industry representatives  -- on the plan to bond finance landfill projects and no objections were raised by members.

Staff analysis is complete.

RESPONSE TO COUNCIL INQUIRIES

QUESTION 1:  IS THE LEACHATE ONLY AERATED OR IS IT ALSO TREATED? 

ANSWER:  Executive staff indicate that currently the leachate and contaminated stormwater are not treated on-site, only aerated, and then it is discharged to the sanitary sewer and ultimately undergoes further treatment at the wastewater treatment plant. The proposed budget request would add a treatment process to the system intended to reduce arsenic and other metals in the discharged leachate to below regulatory limits so that the Division is compliant with the operating permit. 






