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Dennis O'Nei1 began the staf f  d iscussion of  the Ki l l inqsworth
Fasl  Disposal Rate Study by stat ing that the staf f  had prepared
the rate study to best serve the conmittee by giving it- soirething
to respond to.  the Ut i l i ty Method was used in this-part icular
study. He stated that staf f  needed a recornmend.at ion concerning
the.Ki lJ. ingsworth Fast Disposal_ rates tonight.  Among Conmitree
opt ions would be to accept the conclusions-and methoiology of
this study, to recoluneni l  modif icat ions, or to base a rat ;
recomrnendation upon some other type of methodology. He stated
that the recommendat ions must qive due considerai ion to i tems
in  Sec t i on  19 (4 )  (a -e ) .  These  6 r i t e r i a  a re  a l so  l i s ted t  i n
Art ic l -e l f r  of  the By-Laws

Doug Robertson surnmari  zed the major assrmptions, calculat ions
and conclusions of  the staf , f  study. Anong the assumptions,
was that all f Lc,vr from the Lavelle Landfitl woul_d be diverted
to Ki l l ingsvrorth Fast Di  sposal landf i l l  r^rhen the Lave] l_e
Landf i l l  c loses. He also pointed out and explained di f ferences
between the f igures reported by the appl icant and the staf f
t r -gures. Among these are removal of  both projected revenues
?rrg gosts of  any saLvage. Conversions to wl ight assumed a
325  lbs . . / cu .  yd .  dens i t y  f o r  l oose  was te .

Doug Robertson also covered var ious cr i ter ia.  methods and
phi losophies for determining al lowable prof i t  1evel .  He stated
that th is staf f  report  used a prof i t  1evel  cr i ter ia based on
the Motor Carr ier Divis ion of  the Oregon pUC. the staf f  report
used a rate of  return based on the pr ice Waterhouse Operat i -ng
Rat io Method, compared to the pUC rate of  return. Thlse f igures
were compared to the rate of  return yielded by the appl icanlrs
proposed rate structure. f t  $ras found that the preslnt  rate
structure conforms to these cr i ter ia.

Some Commi ttee members questioned whether the trucking induscry
would be subject to direct ly comparable r isk to this l_andf j ,1I .
George Hubel based his concern on the perpetual  l - i fe of  a
trucking company compared to a l imitecl  l i ie span for a landf i j - I
project .  He favored an internal  rate of  return method. He
bel ieved that in evatuat ing r isk,  one could look at  the l -evel
of  expected future earnings and the certainty (stabi l i ty)  of
earnings .  He did not nec€ssar i ly favor using the corporal ion's
internal  rate of  return. Edward Brunet bel ieved i t -was desirable
to look at  the parent company and choose an internal  rate of
return. To do this one would need to have a past history of
the Parent company in related enterpr ises. Mr.  Aanderud commented
that the methodology comes up with iates which are the same
u" . th:  appl icantrs proposed iates now, but perhaps the present
methodology coul-d cause probJ.ems with future rate change requests
if we accept this methodology at the present tj.me. tfr 6 Comrii ttee
members then asked Mr. Neu/bore to make cornrnents concerninq the
c + a f f  r a n n r +  

-
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Mr. Ne\. /bore stated that-  h. is companyrs rates were based. pr imari ly
?r- t-  go.mpet i t ion rather than on a-cei tain rate of  return. TheKi l l ingsworth Fast Disposal operat ion must compete w1th theSt.  Johns Landf i l1 for-  ccrnmer-cial  waste. nor 

- the 
publ ic,  he

.I lcT,e?s ed .  the .  pr ice somewhat over the Lavel le tandf i l l  rates.Ar cnr.s tr.me Lt was prirnarily the maximum that the trafficwould bear.  He poinled out ihat *u.ry ot  his numbers wereestrnates, especial ly those for the publ ic.  He did not expectaLl  of  LaVel le 's f ]ow once the Lavel ie Landf i l l  c losed. H;expected some undetermined amount of  loss. He expected thatthis loss would be di f f icul t  to predict ,  but hroula be 1ow,probably in the one. or two perce'nt  area. He also pointed outthat nearry al l  costs are f ixed .osi"  
"o 

that the f tow ratemakes a cruci 'a l  d i f ference in the rate of  return. ReidelInternat ional  Corp. would not consid.er a business venture i fr -r  only suppr- ied a r5g pre-tax rate of  return. For 10ng- termcons t ruc t i on  p ro iec ts ,  t hey  usuaL ly  requ i re  a  15B  p re_ t i x
p t " { l g .  p lus  i 0a "con t i "g ;n l v . - - rh ; i . - ; ; .  nany  unknowns  in  rhelandf i lL operat ions and-theie .r"  , i= i" .  He also pointed out
I l i^ .  l :^ ."pected to have to spena $i . i -mi l l ion *o.L on rhe pi t  orr zuv ,uuu  ove r  t ] - ve  yea rs .  Th i s  was  no t  i n  t he  f i gu res  hesubmit ted at  the present l ime. He also bel ieves that thestate tax rate shouLd be added to the federal  tax fate.  He alsopointed out that for credi t  custorneis,  the operator does not
M!i""_p"Vnrent for.  an average of .45 -days past the actual  dumptLme.  The re  i s  an  i n te res t  cos t  i n  ae t6 r r l d  rece ip t s .  He  a l sostated that they had ant ic ipated that the LaVel l -e Llndf i l l -  wouldcrose nrne months ago, He has est imated that they have 1ostapp rox ima te l y  $300r000  i n  l os t  p ro f i t .  He  s ta ted  tha t  he  hadno preference concerning the rale of  return approach. In summary,he agreed with the rate but not wi th the methodology. A corpora_
:] : f  

- t  the present day cannot make any money usin!  th is rnethod_o_Logy.

In response, staf f  pointed out that bad debts or cost of  deferredrecer-pts couLd have been included in the appl icant 's f igures
under Other and Direct Costs f ine in the al l t icat ion. 6orrgRobertson pointed out that the addit ional  ?ir ture capi ta:-  c ists
Y:: :  l : t  

repor-ted. by.  the appl icant.  Staf f  cout_d oniy assume
tnat these would be incorporated in the costs which i ,ere reported.Staff  d id assume only a federal  tax ratei  did not assume u- 'St. t
l?x ra!e.-  He pointed out that past l_osses wi l l  reduce the federal
:?x rale.by up to one-haLf s incl  these losses can be carr iedrondarcl  r-nto future taxing years.  He also pointed out thatthe l5t  rate of  return is a post- tax rate of  return not apre-tax rate of  return. ue quest ioned whether users shoufdbear  the  respons ib i l i t y  f o r  pas t  l osses .

fn response to Committee member quest ions, Mr.  Newbore indicated
that insurance costs were incrud.a i '  t t re r the- i tem other of faceExpense. He stated that the indirect l -abor costs,  such as
vacat ions, i -nsurance. Tr i -Met tax,  FfCA, penslon were approxj_mately
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25? of,  d irect  salary costs.  He ant ic ipated that , the si te l - i fewoul-d.be approximatefy seven years depinding on waste f low.
:r_" "  : r : .  -can accept a totaL volume of 1.5 mi l l_ ion cubic yards.
He stated that the loan for the pi t  i tse] f  was for appro"ximate].y
91.7 rni l l ion at  l_89 interest u" 

' th.  
fegi"ni"g- i ; l ; r ; ; ' l - ; ; ; ; .

. I t  Yl"  an equal-  payment l -oan with the interei t  rate going down.
He thought that the term of the . Ioan was seven years,  uuf aia
not recol lect  exact l -y.

: : : tg: , I r?: I  
requested informat ion about the method for calculat ing

Ere. rate for stumps, cable.  etc.  Mr.  Nei,rbore said that the
!r-gner pr ices are based on a rack of  compact ibi l i ty and/or increased
dif f icul ty ancl  landf i l l ing the u'aste.  staf f  indicated that thesepar t i cu la r  ra tes  had  no t  been  l ooked  a t  i n  de ta i l ,  f i r s t  

-o i  
a I1

l : : : : : :  
staf f  agreed with Mr.  Ner,rbore I  s reasons, ani l  second,

Decause t iese part icular wastes represent extremely 1ow percentage
of the total  waste stream.

Mr. Aanderud stated that he was comfortable with the spl i t t ing
of publ ic and pr ivate waste f lohrs on a 36E _ 64t basis-.
Mr.  Nev,rbore said he had no part icular problem r,r i th this ei ther,a l t hough  he  d id  no t  use  i t  i n  f i gu r i ng 'ou t  h i s  ra tes .  Mr .  Aanderudwondered whether the Rate Review Coruni t tee should support- this
type of methodology now or Look further j .nto t t re conl lpt-oi
shadow p r i c i ng .

Mr. .  Wiett ing pointed out that i t  was important to decide themethodology now, s ince for the xi l l ingtsivorth s i te we wir . r  soonbe in a reduced compet i t ion si tuat ion when the LaVel le Landf i l1
c -Loses .

Mr.-Hubel saw some problems with the pr ice Waterhouse Chart
ot  Accpunts.  For example, i t  ignored taxes. He r^rondered
whether rate of  return should bE pre-tax or post_tax.

Edward Brunet made the motion that the Rate Review Corunittee
recolunend to the Executive Officer that he approve the commercial
and publ ic rate structure as an inter im rate- ioi thout approving
the methodology. The Coll|Irittee approved this motion ,i-th thr""yes votes from the three members piesent.

Doug Drennen br ief ly discussed Metrors schei lu le and need for
a declsaon concerning the uni form rate issue. Mr.  Aanderud
stated that he needed to see numbers for the var ious al ternat ives
that have been given to the Conmit tee. He also preferred tosee a reconmend.at ion from the staf f  to react to.-  Fj-na1ly,  hewould l ike to see project ions of  the ef fect  four or f ive'years
in the future i f  th is,or that pol icy were adopted. Doug Diennen
said that staf f  could ?upp1y 

- the 
Committee ,- i th rough 6st imates

of th is j -nformat ion qui te-soon. He pointed out that i t  was
highly i rnportant that the counci l -  m"i .e a f inal  decis i ;"  ; t -
october.  Therefore, the Rate Review committeers comments and
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Sol id Waste Pol icy Al ternat ives Comnit tee conments must go
to the Council by the end of August.

ceorge Hubel said that he q/ou1d pol1 the Committee as to
the best date for a next meet ing-of the Coruni t tee.

There being no further business, the meet ing was adourned.

ri.-, : DD
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ACENDA

Dare: i lu ly 22, 1992

Day; Thursday

f ime :  6 :30  p .m .

Place: I461sq - Conference RoOm C

I. UNIFORM RATE - Discussion and Recommendation

rr. GENERAL ES TABLTSHJ'IENT OF RATE METIIODOLOGY -
Decision

NoTE: Dinner wi l l  be provided.


