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March 29, 2007
The Honorable Larry Gossett
Chair, King County Council

Room 1200
C O U R T H O U S E

Dear Councilmember Gossett:

As required by Ordinance 15652, I am transmitting to the King County Council for approval by motion a report on the financial savings or policy advantages associated with insourcing the hauling of recyclables.  The report is required by the adopted 2007 Budget, Section 92, which states:
Of this appropriation, $540,000 shall not be expended or encumbered until the council adopts by motion a report and recommendations submitted by the executive on the financial savings or policy advantages gained by insourcing of solid waste recyclable hauling work currently provided by third-party vendors.  The report shall discuss alternatives to insourcing and shall include a five-year projection of insourcing-related program costs, including vehicle replacement plans, estimated employee escalation costs and other costs associated with absorbing this body of work and a five-year projection of the impact of those program costs on solid waste disposal fees.

The proposed motion, report and recommendations required to be submitted by this proviso shall be filed by March 31, 2007, and must be filed in the form of 12 copies with the clerk of the council, who will retain the original and will forward copies to each councilmember and to the lead staff for the growth management and natural resources committee and the operating budget committee, or their successors.
Since the late 1980s, the hauling of recyclables collected at Solid Waste Division transfer stations and rural drop boxes has been contracted to the private sector.  Over the years, concerns about the quality of service and rising costs have led the division to consider insourcing this work.  Recent analyses conducted by the division demonstrate both cost savings and operational efficiencies can be achieved by bringing this body of work in-house.
In the first year of the program, capital costs associated with purchasing five trucks and operations and maintenance costs exceed the cost of the contract.  In subsequent years, however, the costs of insourcing the work are roughly $400,000 less than the cost of the contract.  The initial capital investment will be recouped in the third year of the program.  Over the five year period the division projects it will save about $1.16 million if it insources recyclables hauling.

Because the division’s most recent rate forecast and proposal for 2008 through 2010 assumes that recyclables hauling will be insourced, the effects of implementing the program will have a negligible impact on disposal fees.  Beyond 2011, sustained annual savings could slightly reduce the increase in future tipping fees as the division prepares for the transition to waste export.
From a policy perspective, this proposed change supports the division’s commitment to routinely evaluating its business practices to ensure that its operations and services are as efficient and cost effective as possible.
If you have any questions or would like more information, please contact Theresa Jennings, Division Director of the Solid Waste Division of the Department of Natural Resources and Parks, at 206-296-4385 or via e-mail at theresa.jennings@metrokc.gov.
I request your approval by council motion of the recyclables hauling analysis report.  I also request your approval of the ordinance updating Ordinance 15652 to reflect that the requirements of the proviso have been met.

Sincerely,

Ron Sims

King County Executive
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