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George Hubel convened the meet ing at  F: .05 p.m. He asked for

changes or acldi t ions to the previous meet ingts minutes and

there $rere none.

Mr. Hube1 began by introducing the guests at tending the meet ing;

Ms. Banzer,  Mr.  Gustafson and Mr. Newbore. He then began the

f i rst  or i ler  of  business by addressing the f i rst  pol icy quest ion.

I t  r . /as whether rates should be based str ict ly upon f inancial

cost considerat ions, or rdhether rates should aLso ref lect

impacts on sol id waste f low and social  goals such as hras te

reduct ion.

Rick Gustafson stated that the Rate Review Committee should

provide advice on how to control  waste f low with pr ice mechanisms.

Cindy Banzer said that present ly rates are set to cover costs,

but that the Council would ilesire a report from the Conmittee

out l in ing al ternat ives and the social  impacts associated with

the CoEmit tee 1s rate recommendat ions.

Edward Burnet mentioned that such a project would demand large

guant i t ies of  work which would reguire a signi f icant amount of

ef fort  f rom the s taf f  .

Mr.  Hubel moved onto the next pot icy issue, which is what role

the staf f  should play in the rate sett ing process. Edward

Burnet ment ioned that Publ ic Ut i l i ty Commiss ions are, by nature,
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dependent upon their  staf f  for nost al l  informat ion and the

staf f  of ten works to defend the Commissionrs viewpoint .

He asked whether staf f  here would be adversar i"es or advisors

to either the public or the Rate Review Cornmi ttee.

George Hubel guest ioned what the interreLat ions among the staf f ,

the Counci l ,  the Execut ive Off icer and the Committee are:

should the staf f  be impl ic i t ly connected with any of  these

groups--or should the staf f  be responsibLe for conveying a

speci f ic groupr s v iewpoint?

Mr. Gustafson responded by stat ing that the Conmit tee is an

inclependent group and that the staff hriLl cornmunicate the

Counci l rs opinions to the Comnit tee. Ms. Banzer added that whi le

there is no set policy on staff involvement, the Committee

should push the staff as much as they can or need. Furthermore,

she expressed that the Committee does not have policy making

power,  but i f  their  recommenda t ions are wel l  prepared, they

wi l l -  more than l ikety be looked upon favorably.

The issue of shadow pr ic ing was discussed next.  Ttre quest ion '

of  whether rates be based on a cei l ing mechanism or by a cost

plus method was introaluced by Mr.  Hubel.  Edward Burnet ment ioned

the problems with a cost plus method by i lJ.ustrat ing the ahort-

comings experienced by electr ical  rate sett ing. l le stated that

the cost pl-us method should not be used, and that the shadow



Rate Review Commi ttee
February 3t  ] -982
Paqe 4

pr ic ing method is s imple, fast ,  rel iabIe,  and wou1Cl al ]ow

(some) benef i ts of  a compet i t ive system into the rate levels.

Mark Gardiner brought up the points voiced by the staff in a

memo received by the Conmittee members. He highlighted the

disadvantages with shadow pricing that were mentioned by the

staf f !  f i rst  the bench mark or cei l ing rate would not be

based so1e1y on speci f ic operat ing costs and prof, i t  margins--

hence leading to potent ial ly unreal ist ic and excessively hj .gh

ratesr second the rates would not be uni form from si te to

site and, third the ordinance does not accommodate such a shadow

pric ing method.

The Comnittee asked Gary Net^tbore for his opinion on the shadow

pric ing methoi l .  He responi led that shadow pr ic ing would Proba-b1y

resul t  in operators charging rates onLy as low as the cei l ing

pr ice. I f  that cei l ing rate was "too lo l4t"  for any operator,

he,/she would reguest a rate above that level .  He did not

forsee any compet i t ive pr ic ing occurr ing under this method

since each operatcbr woul i l  typical ly v iew the cei l ing as the

minimum.

Mr. Newbore of fered three points that he fel t  were important

to br ing to the at tent ion of  the Coluni t tee. First .  the rate

sett ing methodology and structure that wi l l  provide the publ ic

with the lowest rates shoulal  be adopted. Second, operators must
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get an appropr iate return on their  invegtments.  .Third,  he

cler i f iecl  that there is in fact  compet i t ion foi  haulers among

the si tes that is based upon rates.

Mr.  Aanderud asked Mr. NevJbore how Ki l l ingsworth Fast Disposal

includes the salvage value of  the landf i l l  into i ts annual

costs . Mr. Ner./bore said that by quoting the annual J.eas j.ng

costs of  the land, the salvage value of  the land is impl ic i t ly

included in that f igure. Due to the speci f ics of  each f i l l

( i . e . ,  l oca t i on ,  age ,  amoun t  o f  se t t l i ng )  he  d id  concede  tha t

the actual salvage vaLue can vary greatly anil is hard to aleter-

mine accurately.

Mr.  Newbore, i -n response to a conment on present rate structure.

added that the cost plus method of rate setting wouild not work

ei ther.  Uni ler cost p1us, he arguecl  that s ince the operator

makes 'a given percentage above his costs,  there is no incent ive

to l imit  costs.  This resul ts in operators increasing costs

to increase their  gross returns.

George Hubel proceeded to the next issue which concerns how

Post c losure trust  funds should be establ ished ani l  inclui led into

present rate structures. The staf frs opinion is that s. i te

speci f ic t rust  funds should be set up by Metro to assure post

closure costs are covered. Mr.  Hubel and Mr. Aanderud. stressed

the importance of the potent ial  taxabi l i ty of  var ious post

closure trust  funds.
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Mr. Newbore was asked by the Committee for his opinion on the

quest ion. He said that his f i rm l-ooks at  the actual  post

closure that r^rill be incurred and then simply includes those

costs into their annual cost and return on investment calcuLa-

t ions. He stated that the economics of  the residual  value of

the l -and wi l l  assure that the operator wi l l  c lose his f i l - l

properly.  He strongly objected to the concept of  Metro ear-

marking some of an operatorrs money for a post c losure fund--

due to the poor intexest earned on Metror s investrnents.  Instead

of being directei l  by Metro,  Mr.  Newbore bel ieves that the indi-

vidual operator should be allbwed to take care of his own closure

cos ts--incLudi ng finding the appropriate trustee to handle a

cl-osure fund i f  necessarv.

Mr.  Ne\,rbore explained that his f i rm had the closure quest ion

aecounted for totalLy.  First ,  Ki l l ingsworth fast  Disposal has

a performance boncl with Metro guaranteeing that the site r^'ilI

be closed properly.  Seconi l ,  the si te has an environmental

hazard insurance pol icy that wi l l  protect the operator against

damages stemming fron of f-s i te environmental  degradat ion.

Thirdr there is a c leed restr ict ionon the property that requires

the company to maintain the si tets leachater groundhrater,

gas and storm management systems during the term of Metrors

ce r t i f i ca te .

Whi le the Metro staf f  quest ioned the actual  coverage providecl
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by the insurance pol icy.  in part icular,  . the Coruni t tee came to

a general-  concensus that Ki l l ingsworth Fast Disposalts coverage

seemed to be ailequate. Ttre iclea of post closure trust funds

was dropped.

Rick Gustafson proposed a meet ing among Mr. Hubel,  Mr.  f rv ine

(Director of  the Sol id Waste Departnent at  Metro) and himself

to provide direction to the Committee and the Councif on

pol icy and technical  issues. Then, he bel ievei l ,  a c lear

intent of  the agreed upon pol ic ies could be presentei l  success-

fu1ly to the Regional Services Conunit tee.

Mr.  Hubel then introcluced the last  quest ion: whether the

staf f  or the Connit tee should alLocate the speci f ic revenue

requirements and rates to the var ious user c lasses. The staf f ts

response is that the franchisee include a proposal for al locat ing

costs to users,  the staf f  review and cr i t ique the proposals

and then send it to the Corunittee for final recommendations.

The Conmittee agreed upon this answer.

The date for the next meet ing was set for February 17 at  6:00 p.m.

! ,1r.  Hubel acl  journed the meet ing.
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