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PLACE;

MEETING: Rate Review Comminee

Wednesday

Janualy 22, I997

5:30 p.m.  ro 7:00 p.m,

Metro Headquarters, Room 370A

l. Forest Grove Transfer Station (A.C. Trucking)
. Stafi informarion
. A.C- Trucking i nformation

2. Solid Waste Disposal Rare 1997-9g

Merno

NOTE: DAYANd ROOM CHANGE

RC:ay
cc: Mike Burton, Executive Officer

Bruce Warner, Director of Regional Environmental Manasement
Rate Rcvie w Commirtee
Don Morissettc, Metao Counciior
Ruth McFarland, Metro Councilor
Jon Kvistad, Chair of rhe Metro Council
Susan Mclain, Metro Couocilor
Roosevelr Carter, Budget & Finance Manager
Terry Perersen, Environmenlal Services Minaeer
Doug Anderson, Acting Waste Reduction & pl-anning Services Manager
Jcnnifer Sims, Finance & Managemenr Information Director
Craig Prosser, Financial planning Manager
Dennis Strachora, Principal Adminisrrative Services Analyst
Maria Robens, Principal Administrative Services Analyst
Jeff Stone, Seaior Management Analyst
Tim Raphael, Execurive Analysr
John Houser, Senior Council Analyst
Lindsay Ray. Council Assisranr
Jennifer Schmit. Administrative Secretarv
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MEETING: Rate Review Comntitree

I)AY:

DATE:

TIME:

PLACIT:

Thursday

Ianuary 72, 1997

5:30 p.m. to 7;00 p,m.

Metro Headquarters, Council Annex

I . Forest Grove Transfer Starion (A_C. Trucking)
. Staff in formation
. A.C. Trucking in Formation

2.  Sol id  Wasr i  Disposal  Rare 1997-98

RC:ay
cc: Mike Burton, Executive OtTicer

Bruce Warner, Dircctor of Regional
Rate Review Commit|l] e

Envjronmental Management

Don Morissette, Metro Councilor
Ruth McFarland, Metrb Councilor
Jon Kvistad, Chair of the Metro Council
Susan McLain, Metro Councilor
Roosevelt Caner, BudgeL & Finance Manager
Terry Petersen, Environmental Services Manager
DougAnderson, Acting Waste Reduction & planning Services Manager
Jennifer Sims, Finance & Management Information Director
Craig Prosser, Financial PLanning Manager
Dennis Strachota, principal Administrative Services Analyst
Maria Robens, Principal AdminisLrative Services Analysr
Jeff Stone, Scnior Managcment Analyst
Tim Raphael, Exccutive AnalysL
John Houser, Senior Council Analvst
Lindsay Ray, Council Assisranr
J;nnifcr Schmit, Adminisrrative Secretary
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MNoMM D

DATE:

TO:

FROM:

lantary 22, 1997

SUBJECT; Metro Analysis of AC Trucking Costs

During the Rate Review Committee meeting held January 16, 1997, Bruce Wamer, Director of the
Regional Environmental Management Department, instructed staff to provide additional data relative to
staffs estimates of reasonable costs for specific items. Much of this information was included in the
staff report prepared for the Metro Council's action on the resolution authorizing the current rate review
proceedings. A copy of that Staff Report is attached as Exhibit A to this Memo.

Operating and Administrative Expenses

A number of issues discussed in the staff report have been resolved. For example, AC Trucking has
provided staff with sufficient information to explain the significant increases shown in utilities.
AC Trucking has agreed on the issue of penalties and a number of items in the calculation of a rate base.

To assist the committee in evaluating these costs we have attached spreadsheets showing the calculations
involved in our reasonableness determinations for data processing, rent, travel and entenainment, and
public relations. These spreadsheets are included in Exhibit B.

The staff estimate of reasonable accounting costs was based on previous expenditure levels for AC
Trucking and an estimate of 1995 expenses d^ted 417195. Exhibit C is a spreadsheel showing rhe
reported operating and administrative costs ofAC Trucking, which was developed by Metro from
financial information provided by the company. Exhibit D are two spreadsheets provided by AC trucking
which provide a comparison of the reported expenditures in 1992 through 1994 with a 1993 pro forma
prepared by the company and an estimale of 1995 costs based on an adjusted 1994 cost base.

A number of new issues relative to the franchisees' expenses have arisen as a result of rate analyses
provided by AC Trucking's rate consultants. These include:

o Equipment Repairs and Pans(Composite of Repair Expenses)
. Equipment Leases
. Legal and Consulting
e Truck Rental
o Building and Other Equipment Repair

METRo



Rate Review Committee
January 21, 1997
l-Ape z

AC Trucking predicts dramatic increases in these expense categories over previous years. Metro does

not have sufficient information to evaluate whether these are necessary or reasonable expenses. To

properly analyze these costs staff would need to know specifically what is proposed and the terms of any

leases or rental agreements with related companies to determine the reasonableness of these agreements-

Capital Structure

Metro was forced to estimate the capital structure of AC Trucking from limited data provided by AC

Trucking. Metro's calculation of the rate base from the 1995 financial statements is included in the

attached staff report. It should be noted that Metro utilized this calculation for 1995 even though the

methods the company utilizes to book certain liabilities could call the actual working capital into

question. A leadJag study would be needed to adequately evaluate the working capital

An estimate of the amount of capital provided by debt was developed based on the interest expense

booked. AC Tmcking's representatives later confirmed our estimate when they stated that debt to the

parent company was listed as "Intercompany Payables." Since the amount ofdebt exceeded the rate

base, all of the rate base was considered debt, Since there are no taxes associated with return on debt, no

adjustment was made for taxes.

Metro has been unable to determine how AC Trucking has calculated the capital structure of the firm-

We are also unable to verify the tax rates used in their calculations.

RC:PE:ay
cc: Mike Burton, Executivc Officer

Bruce Warner, Director of Regional Environmental Management
Rate Review Committee
Don Morissette, Meto Councilor
Ruth MiFarland. Meuo Councilor
Jon Kvistad, Chair of the Merro Council
Susan Mcl-ain, Metro Councilor
Roosevelt Caner, Budget & Finalce Manager
Terry Petersen, Environmental Services Manager
Doug Anderson, Acting Waste Reduction & Planning Services Manager
Jennifer Sims, Finance & Management Information Directo!
Craig Prosser, Financial Planning Manager
Dennis Strachota, hincipal Administrative Services Analyst
Maria Roberts, Principal Administralive Services Analyst
Jeff Stone, Senior Management Analyst
Tim Raphael, Executive Analyst
John Houser, Senior CounciJ Analyst
Lindsay Ray, Council Assistant
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RESOLUTION NO.96-2411



STAFF REPORT

IN CONSIDERATION OF RESOLUTION NO. 96-24I1 FOR THE PUR"OSEOF AUTHORIZING THE COMMENCEMENT OF REVIEW OF THE RATESFORAMBROSE CALCAGNO, JR,, DOING EUSTNSSS AS A.C. TRUCKINCCOMPANY, FOR THE OPERATION OF THE FOREST GROVE TRANSFERSTATION,

Date: October I  g, 1996

PROPOSED ACTION

Adopt Resolut ion No. 96-241 i

Presentcd bl,: Rooseveh Cartcr
David Civen
Paul Ehince r

executive olficer and council

The current franchise agreement with A,C. Truckinq provides for an annual rate reviet,
Tj]l'l]tl* 

in l99i' The purpose ofa rate ."r,ieu,is io deterrnrne lirc reasonableness oldirecr andlll{lrcct cxpelrses associaled rvith providing the services ior rvhich A.c. Trucking is franchiscda:td 1o ensure that the rate recommended docs not subsidrze a non-rianchised portiou ofthisbusi l tess'  A.C. 'J-r :L:cking 
r i 'as iorural ly not i f ied of  l4erro's rr tent to conduct a rcvie*,of  theirrates on Decctlber 21 , I 995 aud was invited to submit their own proposed rate acconrparied b\.sLrpplc:rrental  f i  nanc ia l  data.

TIte REM Der)artrnellt sraff carefuly exami'ed a infornration submitted by A.C. Truckiir,raloDg rvith appropriate tonlage information contained in Metro records. Application of Merrocode pro' is ions and the rate methodology outr ined in Executrve order No. 25 (both explainedbelou') results in a combined transfer/transport rate of $16.74lton which is a reduction of s I0_60fronr tlre current rate of s27.34lton- The Execulive officer recontmenrjs a careful revjery of rbeslaff s anall,sis by the Rate Review Commit(ee.

Ilt"^:tiil"r9r 
applied during rhe review process are specified in Metro code provisions

s\5.01 .  170 (d) as fol lorvs:

(t)

(2)

(3)

S t a f f  I { c p o r l
O c t o b e r  I 8 .  1 9 9 6

(d) In determinotion of rates, the rate leview commi ee
shall givc due consideration to the follon.ing;

Operating and non-operoting re\)enues.

Dir t u and 
-ind 

i re c I opc rat i D g a nd no n,ope rat ing cxpense s in cl tttl i n g
Jranchisc Jces.

Non-j'anchise prof ts.

P a g e  1



(4) Reasonabre rerurn on investment excrusive of any capirar invesrment in the
franchisc or any sum paidfor rhe value oJtiet rr"i*",, iy 

"ii,",intangible value.

(5) Any otherJactors deented relevant by the council.

I*:"::*",,"Eu.:: 
fo, calculating rhe rate is contained in Execurive Order No. 25, datedrcoruary lu' lyE6. l'e a*ual revenue requirernent is carcurated for the entity accoriing to thefollorving forntula:

l r)e re'enue reqrirer.uent is then divided bt' the anticipated waste florv (tons per year) in order tocalculate the rate This approach has been used previously to set rates tbr the Forest GroveTransfer station and is designed to provide a fair and ."n.onuur. rate of retum on the capitalIuvested iu the busitress' (A brief history of Metro's rate setting relationship rvit; A.c. Truckingis contained in Attachment # -  ,

'l-lrc 
current tipping fce ar Forest Grove includes disposar costs, r4ctro lees, excisc tax andenhancentcnt lces rr ,hich are triurired irs..,i",,rorn i-i;;:?:T,::fi:ilTJ::;ffiix,,::fl"il-"ff:::il""n:illill,i:'

The f i rst  phase o1' this rate analvsis entai led a studl 'of the operat ing and adnrinistrat i 'e e\pensessubnri t red b-v A C- Trucking, o 'e of trvelve conrpanies orvned rvhoJly or in pan by AnrbroseCalcagno l4any of the costs identified in the financial stute-"nt, are fbr ser'ices provided b1,relatcd cor'pa.ies or for costs shared by these sarne entities. As a result of this ,.vertical
tntegration," starfhad the additional responsibirity to detemline that fees charged by reratedcompanies represenred the fair nrarket value ofthe services provided and that a ocation ofs'ared costs rvitlrin rhe Ambrose carcagno & Sons, Inc. organrzatron were reasonabre.

Trending analysis and contparisons ofcosts with other similar facilities rvere conducted. Staffnoted that these tn'o categories (operating and administrative expenses) increased a subsrantial3370 bet*'een 1992 and 1995. After revilwing each individual expense, staff recommends
allowable operating and administratiu. 

"*p.ni", 
of$ I ,067,344 which include reductions of54.6'672 in allorvable operating costs and $346,327 in allowable administrative cosrs. (A derailedschedule and explanation are contained in Attachment #2.)

Revcnuc
Requircnrctt

S t a f f  R e p o r r
O c t o b c r  t  8 .  1 9 9 6

: Ope rating and
Administrative
Espenses

* Capital Cosl
Recovcr),
(Depreciarion)

I Retunt On
R at cltas e

nrinistrat i r .e Ex

P a e e  2



The second phase of this rate analysis involved determining reasonable compensation for capitalequipment provided by the owners and compensation for other capitar invesiment (capital costrecovery)' This calculation includes recognition of reasonable intLst expense (ret.rri on debrequity), owners net equity, and an adjustrnent for income taxes.

A.c. Trucking claimed $208,164 in depreciation for 1995. staff recommends $90,061 as an
leelT^rlate amount. (Attachment #3 contains a risting and explanation of adjustments made tothe 1995 depreciation schedule submiued by a.C. Tnicking).

Retum on Ratebase

Calculat ion ofrhe rate base requires exanrination ofrhe f ixed assets ofthe f irm and cajcularion of
!lt-t:qtt-r:d rvorking capital. staff recommends a total rate base of $5g4,692 co-priseJofs240,448 in working capiral and an adjusted u,,,".ou"rJ capital investment ors:+q,laa aI 5% rate was selected to apply ro this iatebase. A professional utility rate speciarists wasengaged to review the methodology applied and the assumptions made in this report, He hasconcurred that the l50Z rate and process applied is reasonable. (Attachment #4 provides anrtemized iisting ofadjustntents made and calculation ofthe retum on rate basc).

Rate Calculat io l i

Dividrng the total  revenue lgqlr i lgnrents of  s I .245,109 by the 74,392 tor ls processcd b),A.c,Trucking in 1995 results in a transfer/transport rate of$l6.7qlron.

The cunent franchise agreement provides for a $4.g3/ton suppremenrar fee for all tons A.c.
lT:li* 

r:ldr to.the 
\yer!e1! Landfi'. ne francrr;se agreement calts for removal of i'i, f.e

P]::19"'1t;.1::l'*j th:'td council conclud" ttre revl"i pro;;;; ;il;;;;;;;;';';.;.Trucking's currenr rate, Metro revenues would decline - 
"J;;;; i;;ftffi;:;";:,r"

Excise Ta-x revenues of $25,000.

StafiRepon
Ocrober 18, 1996

B.evenue Reouirement

lotal  revenue requircments of .$r,245,109 is nrade up of$ r .06?, j44 in a orvabre operat ions andadministrative expenses, $90,061 in allowable depreciation and Sg7,704 in return on ratebase.



The Executive Officer recommends that:

The council authorize commencement of a review ofthe rates for the operation of the Forest ,Grove Transfer Station.
The Rate Review committee review a combined transfer/transporr rate of $r 6.74lton for theForest Grove Transfer Station
The estimated savings of$g0g,7g0 per year be passed on to a Metro solid waste rate-payers
in the form of a transfer station rate reduction.
Concuneut rvith this new rate, coirsideration be given to establishr.nent of a Rate Equaliantion
Fee under a separate ordinance, The latter fee rv*ould bring A.C, 

,l-rLrckinq,s 
tippinj fee up toa unifonl rate charged at other Metro lacilities.

s:\hare\bf\davc\forJroy\sratlrpt\r(a frpLl doc

S t a f f  R e p o r r
O c r o b c r  1 8 ,  1 9 9 6
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ATTACHMENT #1
Chronology of AC Trucking Rate Reviews

t-l)::.":*"::":1 
.l,lr" franchisc was granred in 1988. ertcnding rhe expiratior) date toq a ^ r ^ - , L ^ -  1 1  |  ^ n .  _ ,  , 6  r r r u  ! ' \ p r r d u ! , i l  u i l L c  t o

i l i ' l f j l i j r ' ; , " , : ] . , - , , : ] : l : l ] : l r iseerequcsreda.rarcofs i ler4perron Arareof$le,25perron
);:T:i,',,::1,;:.::lli1:1.,"::?::,ll1rv n.;.1",,., , Again, rr,e rarc revie\y r,,,as conducrcd uririzingU I I I I Z I

l ] : , , ] : : l ' : -O^"1: - lout l inedinExecur i . ,eOrderr , \o :s l - i t rer ia ; rcntseercquesrcdarareof rerLr rnr L t u L r r L U  d  l a l L c  u l  r (

: j , j ; ; :?:: : : : : , . , :"  : .r : i : : : :quit1'exis.red 
ar rhis t ime; rhe equit l ,ponion rvas made up

::i]l::::""tj,"::l:rj; l:.r.lrl be nored rhat rh. .ai"s,"ia,,l,r-',r,J.il;;;".;;;il11.,"
rna.ri.runrs and rhar rhe fra.chjsee did not nomralil;;;.;";j;il;;,;;i;;:. *-ti,.t o r a a ' ! r ^ 1 1 r  T L -  l . - ^ -  - r - :  -Aqreer l )cr l t .  The f rancl t iscc \ \ .as qrrnre.J  . . , , , , ; . . ,^ , ,  ,^  ^^ ] ._as granted pernr iss io l  ro  accept  publ ic  se) fhaul  u ,aste at  t l r is  t ime.

A r r a c h m e n t  # l t o  S l a f f  R c p o r t
O c t o b e r  1 8 .  t  9 9 6

Metro granted Franchise No- 4 to Ambrose carcagno, Jr. on March 22, Igg4to operate a transferstation in Forest crove- The transfer station *^ ir-it.J to accepting waste from only his orvncollection vehicles. The term of the franchise *", fi;;;;, and trrere was no rare estabrishedsi'ce the transfer station r'as onr.r, handring 
",rr,", 

i*;,i.Jared cntrties. Trre actuar transreroperat ions began in I9g5.

The franchise rvas auleuded in 1985 to granr a 'ariance to rhe 'efircal iutegration prohibitions inthe N4etro code- Since the statio'*'oufu u"..p, ,,'or,.-fronr other haulers, a rate was establishedfo-r transfer alid transportation of the ivaste. A rare or s i+.s r per ton was requested, based onl5% after tax rcturn on equity capi tal  a 'd I7.5% on a"u, ."prt^r  A rate of  .$ l3.gg per to 'wasgranted by the Metro councir using a I5% retum ofequitl, caprtal and a r4.5o/oretum on debtcapital rhis first rate revierv utirized the mcrhodologl,outi,nea in Executi'e order No. 25.

Lr.1991 the franchisee requested and \ \ , rs granted a ratc ors22.75 pcr to1. TJre rat ionare ior th isadjustnlent *'as the assertion tbat an insufficient rate of return existed under the current rate. Thentethodology used for the revie* ' is unclear f rom the.fo. ,nat ion in our f i les.  There is no recordof an1, revielv of the reasonableness of operating o. nanlinirou,,ve costs.

The franchisee requested an increase in rale to s26.22 pcr ron in May of r992_ The initiar requesrindicated tliat the increase rvas n^eeded 1o reco'er the sirt,coo cost ofresponding to Metro.srequest for proposals for a transfer station to serve westem washington county. This rvas
lllu::ntty 

questioned by the rate review committee. A revised reqiest ro increase th". r" tos25.50 per ton rvas received in June. The reasons stated for the adjustment was the expecreoincrease in overall expenses' a reduction in payloads due to pUC requirements and a reduction inthe hours of operation ofthe Riverbend I-anidtt. rh" rur" orszs.sO per ton was authorized.

The franchisee requested a renewal of his franchise on September 15, 199i. The franchiseeproposal provided substantiar increases in revenues for the franchisee. The franchisec alsorequested that the rates increase with inflation. Another schedure was provided in November.



Meko conducted a review of the costs and hired a consultant to examine some of the informationprovided. A decision was made to defer rate revi"* fo, o* y.* -ail;;; il"i,r"".ocharge a tip fee not to exceed Meho's tip fee pending rate review. The franchise renewalincluded a provision that Metro courd take .esponsitltit ror disposal of the waste fiom tiretransfer station and that Metro could direct rhe op"r"torio inst"ti a compacror.

on December 2l' 1995 Metro staff initiated the rate review process and requesred the submissionof a 
91oq1s,ea rate accompanied by suppremental financial data. on March 7, r996 AC Truckingprovided Metro staff with part o.f the financial data requested. An additional information requestt'vas issued on April 25, 1996 arising from the firranciar data provided Metro dur;ng the previoustnonth' A C' Trucking did not provide the additional data citing concerns ou". 

"o,ifid"niiulity-Alter-repeated attelrlpts to resolve A.c. Trucking's objection to providing the requested financialdata, Metro staff proceeded to-calculate u ,run.f.-rlr.un.port rate ivith th" 
-i"ta 

pr.r,iou.ry
provide.d 

-A'c rrucking staff was notified ofrhe p.opos"d rare ano gl'en an opportunity rorespo,d. Subsequent discussions with A.c. Trucking representatives did not change rr4ctro
staff s original recommended transfer/transporl rate Jf S'16.Zqlton.

s:\.share\b Adavc\for erov\slaffrp(\sia frD13.doc

A r r a c h n r e n l  * - l  r o  S t a f f  R e p o . t
O c t o b e r  1 8 ,  1 9 9 6



Attachment 2
METRO

A C TRUCKING INC. RATE REVIEW
SCHEDULE OF-PROPOSED--TRANSPORT & TRANSFER RATE

FISCAL YEAR 1996 - 97

A dj ustmen ts

Operat ingExpenses

Trucking Management

fgcygtgg tla_uling Expense)
Other Operating Expenses 685,938 685,938
Total Operating Expenses 732,610 $ (46 ,672) 685,938

Administrat iveExpenses:

Data Processing o ?  1 1 0 (8S,819)  3 4,500
Facil i ty Rental Pavments 14O,B8O (87  7go \  4  - -

\ v , , ,  r w /  5 3 , 0 9 0
Rccou n!i19

Util i t ies
40,933 (27 933) u r  s ,oOo

Penalt ies 1  ? n ?

Public Relat ions

Contributions

Travel 58,644 t e a  a t  t t  1 o(ro,o+.+) 2,000
Other Administrative Expenses zsz,i la
Total Administrat ive 727,733 (346,327) $ 381,406

Totrt Ail t"-e oaa-- - --t 
l*,+so,r+g: (392,999) $ 1"06ft44

Note: Only expenses that are in dispute have been l isted.All other expenses have been
summarrzed to preserve confidential i ty.

s:\shar.\b fda!c\Ior_ero\1srafi rp:\comn g rpt r ls



ATTACHMENT2
METRO

A.C. TRUCKING,INC. RATE REVIEW
SCIIEDULE OF' PROPOSED TRANSPORT &TRANSF'ER RATE

FISCAL YEAR 1996.97

EXPLANATION OF FOOTNOTES

l. Trucking Management

An amount of $ i r ,698 and s l 7,943 is listed as trucking rnanagemenr expense ibr r 994 and1995 respect i 'ery This l i r re i rem has no, upp""."J in f . ior  appr icat ions ancr seemsurueasonable in l ighr of thc increasing level  of t ruck expense (s rg7,47g vs.s rg5.3_36] rnspi te of  th is apparent nranagement cost,  A.c.  Trucking asserted that th is consult ing expenseprovides driver and safety education training for ltt iu-uiing staff. while sa{bty education is areasonable costs, Metro staffquestions the Jnount attributed to this function considering thattheir transfer operations make use ofonly ttr.".ig.. v"t.o staff have repeatedl,v requestedthe financial records of the other calcagno entitie; to verify allocarion, 
"r 

irri, ."p"ir". o.cTrucking staffhave declined to provide such access. Staff reconrmends the exclusion ofthisexpense itcnr.

2.  Rccl  c l ing Expensc

A recycling expense (later.reclassified as hauling expense) of S 2g.729 appears excessir,e forthe.amounr of recyclables in'orved- It is estimatld r[u, zoo tons/year of this materiar isdeli'ered by self-riaul cLlsrorlers resulting in an average $41/ton transport cost, while curb.side collectiorr opcrations may provide substantiallv iiore recyclable tonnage, staffdoes notconsider i t  appropr iate to c l3ssi fy such costs as tran;fer stat ion expenses. Thesc cosls rerareto uon-regulated operations and rvould more appropriately be included within the indivrdualhauler's fee- Staff recorr)mends that tir" r""y"iing 
"*pense 

be disallorved.

3. Data Processing Expensc

Data processing costs rvere risted as $9j,3 l 9 for 1995. T'his equates to an average of$5.50lor every scalehouse transacrion or.a d.,ta processing cost ofover 5300 per nionrhly billingfor each conimercial hauler using rhe facility. Estiniates were received for the installationand maintenance of comparable *eigtrmaster systems as rhat existing ut a.c- r^"r.i"g. e"average cost of$4,500 was obtained. The $93,319 is inordinately n-igh consiae.ing ttrat therelated company charging these fees provide data pro"...ing s"-i".s1o all the ot#Calcagno companies' many of whictrmake trigtrer servi"e level demands than A.C. Trucking.Access to intercornpany records was requested to verifi the arlocation ortr.." 
"ortr, 

trtA'c' Trucking again declined to provide them. Staff recommends a reduction in allowablecosts to the $4.500 average amount.



) .

6.

7,

4. 
'Rent

Rental charges of$140,880 was shown for 1995. The land owner is a related company and
portions of the Forest Grove Trarsfer Station site are utilized by other Calcagno entiti"s. The
washington county assessor lists the fair market value of the land and imDrovements as
$ 1,014,720. Applying the same allocation of rental expense for e.c. trucking that was used
in 1994 equates to an estimated fair market value of$442,41g. Based upon appraisal reports
and discussions with real estate professionals, a rate ofreturn for this type ofproperty would
range from 10-15%- Staffhas applied a l2T:o average retum to impute a recommenied rental
expense rate of$53,090. A.c. Trucking staffreplied to this estimate that their published
rental charges'"vere based upon fair market value. No documentation was provided to
support this assertion. Access to intercompany records rvas requested to verifl,tl.re allocation
of these rental costs, but A.c. Trucking again declined to provide the..r. Accordingly, Metro
staff recommends that the rental costs sliould not be greater than the calculated s 5 3,090
anlou [ .

Accoun t inc

Accounting fees of $ 40,933 were listed for r995. During the 1992 renewal process, A,c.
Trucking requested only $ 9,905 for accounting fees. This equates to a 3 l3 % increase within
a three year period. while there have been significant changes in the calcagno co'lpany
structure during this time, placing this administrative costs upon the rate pavers appcars to be
unreasonable- stafl- has estinlated that a reasonablc fce to plovide rc'ierved financial
statenrents for an cnr i ty s imi lar in s ize to A.c.  Truckinq coL: ld bc acco:np) is l red for $ 13,000 a
1'ear '  Since rhis i re ' i  is  a shared expe'se, access lo inteiconrpany,records rvas rcquested to
verify the allocation oftirese costs. A.c. Trucking aeain declincd to provide rhem. staff
recommends a reduction in allowable costs to the S I 3,000 a\/cra{.(e amounr.

U t i l i t i es

Ul i l i ty expenses of$ I9,757 rvere l isred 1995. This is rn sharp contrast ro rhe 1992 and 1994
records that l is ted ut i l i ty expenses as $ 8,806 and $ 9,g39. we arc not arvare ofany
significant changes in opcrations or utility rates that rvould justify a l00yo increase. A-c
Trucking staff stated that water usage has increased and that the 1992 allocations may have
been in error- Metro staffrequested access to intercompany records to verify the allocation
of this expense item. A-c. Trucking again declined Io provide this dara. staff reccmmends a
reduct ion in al lou'able costs to $ t  0.000.

Penalties

An anrounts ofs1,302 was listed as penalties for 1995. There are no benefits to the rate
payer's in refunding such costs to the fianchisee, \\rashington county specifically excludes
penalties and fines in their solid waste collection guidelines. Accordingly, sraff recommends
that th is cosr be disal lowed.



8. Public Relations

A Public relation costs of 963,6g7 was published r gg5. whire reimbursement for suchexpenses as Yelrow.page advertising and brochures are expected, amounts of this magnitudeare excessive for a franchised facility. Metro staff req uested access [o intercompany recordsto veri$ the allocation of this sharei expense it.;. lc. Trucking again declined ro providethis data. Staffrecommend a reduction 
^in 

tni. ufioiuUf . costs to $ 1,500.

9. Contributions

An amount of$ I1,885 was listed as contributions for 19g5. while corporate orvners are freeto distribute the profits to wrromever they rvisrr, it i, noi it" obligdtion 
"irrr" 

,"" p"r=" afund this discreetiy experse Borh the citv 
"r 

portL"J and washingro. counrl, spccificallyexclude contr ibut ions as'o ' -a o*,able costs.  accoJ,ngty,  t r rese amounts are disaIo*,ed.

I 0, Travel

Travel expenses for 1995 were listed as $ 5g,644. This figure is trvice the amount for theentire Regional Environmental Management Department. A.C. Trucking staff stated that thisexpense item includes rhe costs of employee functio.,s which they 
"onrii", 

p* oi..p,oy""benefits 
. 
Metro stalfrequested acces;to intercompar+, records to verily the allocatio, of thisexpense itcm A-c rruckirrg again declincd to pro'ide this data. surr.""on,n.,",',o oreduct ion in this al iorvablc costs ro 52.000.

DC;gbc
slshere\bndi \  e. for j ror \5tr l r i r r l  lach_.)  dL,c



Attachment 3
METRO

Calculation of CapGl Recovery
Per Depreciat ionSchedule Provided By AC Trucking

Period Ended December 3t

Fixed Assets - tUaEninenry, EqiripmJnt a f urlishings

I tem #1 9

Item #32 i j ree0j -r.rii-t [ecoi,erei i,r I ttt

\ *uu /  5 rc rco  5 ]  S ter ) t  L r rsa l lo \ \ed

Item ll42
Adjus_te_d Capitat neEovE[ --Group r I 0 ,0  34

croud sl-.No taf easis - Ais-ets

I tem #1 -  " 'No Tax Basrs Fqurpmerrt , '

Adjustments.
Inel ig ible per Meko Code

N_et Adjuste_d Capi

crlr]e 
l L n ar mfiis S-- tf Nochanses

otal Adj

5 t rh3r. \bf ,d3\  e\ lor  ! ro\  e\ l : l l : t ( icorbnmr \ ts



Attachment 4
METRO

calcttation of ACTruckirlq Rate Base
Per ACT Financials of 12131195

Fixed Assets

Total Fixed Assets $ 1.399.916 |
Accumulated Depreciation I (791,310)

Net Fixed Assets s 608.606

Adjustments (Net of Accumulaled Depreciation)j

De le te :  1930 Coupe S (15 ,500)
Deleter Truck Stereo System (2.600)
De le te :  "No Tax  Bas is  Assets"  (2aB 26?: . t

Subtotal Adjusted Fixed Assels s 344.244

5  9 1 0 , 9 2 0

qd jus lmen ls l

Jelete Unsecured loan ro an inO,viOui $ (i0,B0O) .

f elete. Good',\, i l l  ,o^n . 
""' 

5
| : 'UU, I  zuJ

Adjlsted Other Assets

Tota l  Ad jus ted  Unrecovered Cap i ta l  Inves tments rg,zaa.oo

rySf !ti!g aU!,I 
'c-atcutation

-Currenl Assets_ S 500.876

Dele te :  Cu. renr  amoun l  o f  d isa l towed loan ( j ,200)  6

De le te :  lncome Tax  ln tang jDte  1ae3;  
t

Adjusted Current Assets S 4bS.t95

current Liinitities 
- 

s- 
' -i2sri,i+sl

YYorKrng uaprrat S 240.448

Return on Rate Base Calculat ion

Working Capital S 240,448
I olal AdJUSfed Unfecovered Capital Investment $ 344,244
Rate Base $ 584,692

R;turn a;aiutaG- 
- - 

T-dl i--
Return on Rate Base , S SilO4

Adiustment for Income taxes (None) X 1,00

xerurn on Kat€ uase SgZ,704

r tLlr. t fd.!.Vnf_ir6\ r rbn rrr'{hbnrpr rk



Aftachment 4
METRO

_ A.C. TRUCKING,INC. RATE REWEWCALCULATION oF PRoPodED a.c.Tnu.i-"rurvc RATE BASE
FISCAL YEAR 1996-97

EXPLANATION OF FOOTNOTES

L 1930 Coupe

' An amount of $ l 5'500 is listed as a fixed asset for this item. There is no disce'rible be'efitto the rate payers for this asset. No depreciation i, i"ll1g ,ut.n for this item, but the asset
;if;:fiT:,*,i:li#.".ut.,tutiol. itun",.""..n*0, tr,ut tr," sri,iod,"i".i",,r-,.

2. Truck Stereo System

A:iHiHi,:2,60o 
($3,000 net of depreciarion taken of $400) is listed as a stereo systemr,"," i, "*".,,i-u" ;,1;;J:;i."::::sf;*1j:iJ#i,,,f,Jj lllliJlSi?r;,il:rHilji:i

3. No Tax Basis Assets

An i ter descr ibed as , .no rar.basis assets- ofg246,262 ($31i,424 net ofdcpreciat ion alreadl ,
::f#:::1;Jjfr ];1'.i;;:' :l'r'' r sri a.p.J"iui Ll'"..|,.a,, " A C rnrck i n gdu.ng,he.";;;;;;;;;Jil,$::Iiffi il"ir;j,ffi::1".1fi "l:n:T,iffi ij::ilito allow an additional depreciation .*p.nr.'fo. urr"i, *ior. oriqinal cost has alre3fl1, pgs6

::;J,.^.,;"0; 
t,"nrecorrmends that thii item u. JJi"*"a and rernoved from rhe rur" bur.

4- Unsecured Loan

A note receivabre fronr an individual in.the amount of $12,000 (s10,g00 rong term ponionplus a current ponion of $r-200) was Iirt.a i"ii"'l!'si t-uiun.. ,r',""t. rt was furtherdescribed as an unsecured loan at l% interest with monthil'puy..n,, of $100 plus interest,A financial sratemenr foornote a."tu..a t'"rluy.;il;;iltr note is delinquent. In right ofthe terms and conditions of this note, ,rri. i,.It'"oo.".Jro u" u p..ron^t rather rhan a businesstraasaction' Accordingly, sraff recommend, ,r,",iti, ii.. iot ue inctuaea in the rate base.



5. Goodwill

An amount of$900,120 ($1,000,000 net of $ 99,gg0 amortization already taken) was ristedon the 1995 balance sheet. Goodw r did not appear in the financial statements of A.c.Truckingutil the calcagno companies were restructured in 1994. Goodwil is generally
ca^lculated as the premium for the existence ofa going concem. philosophically, the granting
of a franchise to this company has fumished tt is-uenJnt; the rate payers shourd not have toreimburse the owner for a privilege they themselves granted. Metro code $5.01.1?0 (d) ( )specifically excludes intangibres from the rate base cllcurations. accordingry, this iten isexcluded from these calculations.

6. Current Amount of Disallowed Loan

The $1,200 current port ion of the note receivable is not rncluded in the rate base. See
explanat ion in note #4 above.

7. Defened Tax Benefit

An antounts of$483 is listed as a defened tax benefit. A tootnote disclosure describes this as
a current asset arising from tirning differences in ieporting arnortizarion of'goodrviU for
income lax reporting purposes, As mcntioncd jn Note #5 abovc, goodrvi)l i-s excluded lronrthe rate base calculat ion, Accordin-eJ1,.  lh is anrount is excluded also.

8. Adjustment for Income Tax

1995 revierved financial statements provided by A.c. Trucking,s cpA contained thc nore that
the consolidated entity had no inconre tar riability'for that year. whire an income tax
expense rvas l isted in A.C- Trucking's f inancial  statements for 1995, a fair  a l locat ion of this
tax expense ca*ot be verified rvithout an examination ofthe parent conrpany's financrar
records' Staff requested access.lo inter-conrpanl, records but A.C. Tnrcking decrined toprovide thenr. staff recommend that there ue no tax a justment made to the rate base
calculat  ion.

si\hare\bfdayc\for-!rov\staflrpr\attach_{.doc



EXHIBIT B

SPREADSHEETS FOR
OPERATING AND ADMINISTRATIVE EXPENSES



Rent

Estimate of Fair Market Rent for Forest Grove Transfer Station

TLID OWNERl LAND VAL BLDG VAL TOTAL VAL
1S3068C09700
1S306BC09501
'I S306C800500
15306C800600

CALCAGNO AMBROSE
CALCAGNO AMBROSE JR
CALCAGNO AMBROSE JR
CALCAGNO AMBROSE JR AND

0
$178,850
$44,230
$25,270

0
$71 0,190
$49,930
$6.2s0

n

$889,040
$94,160
$31,520

Total Transter Station 248,350 5766,370 $1,014,720

qlJocation Same Percentage ot All Flenls as 1994 43.60/.

Use Preliminary Value of 953,635

Non Transter Station Propefties
1S3068C08800
1S306BC09000
1S306BC091 00
153068C09200
1S3068C09201
1S3068C09300
1S3068C09400
1 S306C800700

CALCAGNO AMBROSE
CALCAGNO AMBROSE
CALCAGNO AMBROSE
CALCAGNO AMBROSE
CALCAGNO AMBROSE
CALCAGNO AMBROSE
CALCAGNO AMBROSE
CALCAGNO AIVIBROSE

$650
$42,000
$32,640

$980
$42,000

$600
$42,000

$s80

$o
$46,170

$o
$o

$60,870
$o
$o
$o

$650
$88,170
$32,640

$980
$102,870

$600
$42,000

$980

Total Value ol llon-Tnnsler Station nopertibs $161,85A $107,040 $268,890



Data Process

1995 Financials
Reasonableness Test

Assume Hardware/Software Onlv - Administrative Salaries of about $150,000 should include operation,

cost include iniiial software.
(Transfer Station Portion of Total Need for general administration & accounting)

Scalehouse $6,000 (per WRI & ECR)
Otf ice $3,000 (Transfer Porlion assume aboul 25% oflotal)

Capital Cost over 3 years,

zed Capital Gost = $3,000
Maintenance & upgrades $l,500



Public Relations

Reasonableness Tesi (Bevised 12196)
AC Trucking Public Relations

1995 Expenditure $63,697

Based on WUTC policy of Yellow Pages Listing and Brochure

Yellow Pag6s 46 (33% AC Truckino) $10,500 $3,500
Brochure $2,500
Total AC Trucking PH

I
$6,000

Note: These costs are for expenses associaled with providinq useful information to the
99qF such as hours of operation and guidance on recycling, yard debris handlinq or etc.

Per June 7, 1996 Memo from John Merina of Merina Mccoy Gerritz CPA'S, the total
advertising and public education expenses for 22 haulers reOulated by Washinqton Countv
was 929,665



Reasonableness Test
AC Trucking

1995 financials

allows two in-state visits to professional conferences each year

Two Trips @ 1,000 miles each ($0.50/mile) $1,000
Per Diem (10 days at  $100) $1,000

otal Exoenses exclusive of meetino fees $2,000

Note: Aggregate expenditures for 22 haulers regulated by Washington County
were $26,418 or about $1 ,200 per firm.



EXHIBIT C

EXPENSE HISTORY



FOREST 6ROVE TRA},ISFER STATION
Expenr. Hiltory P.r AC Trucking Finahcial Stat m.nt3

Trips ro Landlill

Tons per Trip
Drivers hours p€r hip

Div€r Hours

OPERATING EXPENSES

Salaries
Payroll taxes & benelits
Truck Rsntal
Truck fuel, oil tires
PUC taxes
Repair & maant, trucks
REpair & maint, oth€r
Other
Engiheeing
Truchng Manag€ment

TOTAL OPERATINO EXPENSES

Percent Change from Previous Y€ar

ADMINISTRATIVE EXPENSES

Salaries
Payroll taxes & benefits

Data processing

Utilities

Renl

Adv€rtising & Contributions
T & E
Dues & Subsciptions
Badt debt

Othet

TOTAL AOMINISTRATIVE EXFENSES

Porcent Change from Previous y€ar

TotalExpenses

Percent Change from previous year

1992 1s93 1994 1996

58,6M

190,8E4
21.57

1.77

71,637 73.182 74,392

$191 ,624
$81,710

$59,947
$34,4{9
$65,651
$37,291
s1,738

$2.79
$1 . i  I
$0.00
$0.87
$0.50
$o.96
$0.54
$0 03

$259,93E
$8S,627

$153,EOo

$86,194

$3.63
t1.2s

$2.15

$1 .20

$298,9r0
$ 1 1 1 , 5 1 1

$6.800

s33,466
$s9,4{4
s50,629

$14,2O1
s31.698

$4.08
$1.53
$0.09
$0.78
$0.46
$1.36
$o.69
$0.09
$0 .19
$o.43

$288,704
$r09,322
t29,580
$58,154
s49,76s
$72,O13
$40,582
t39,600
$26,537
s17.943

$3.88
$1.47
i0.40
t0.76
io.67
$0.97
$0.ss
1o.53
1o.36
so.24

t172,120

$166,521
s70,9s1
$6,1s7

.t50,s47
s92,206
s25,869
$13,437
$9,028

.t145,196
$11 ,996
515,' i38
$s,3s0
$2,937

$11 ,064

s1.709

t6.89

$2.43
$1 .03
$0 09
$0.74
$1 34
$0.38
$0.20
$0 .13
$2.12
$0.17
to.22
$0.08
$0.04
$0 .16
t0.00
so 02

f589,559

250

$157,326
$54,383
$23,665
$25,346

s161 ,361

s23,512

$ta3,3t 1
$10,s49

s40.025

t8.23

20%

52.20
$0.76
60.33
50_35

$0.54
s0_33

$0  15

$7t0,297

200k

$135,649
t16,242
$r 0,399
$69,297

$118 , {79
$45,4S9
$33,sE3

s0
5r58,326
s12,132
$7,500

$s0,906
$558
$ 1 4

$2.O24
$1 .318

t9.f1

1Ao/o

$1 .85
$0.63
s0 .14
$0.95
s1.62

$0.46
s0.00
$2 .16
$0 .17
$0 .10
$0_70
$0.01
s0.oo
$0.03
so 02

s732,310

3%

$15'1,798
$49,S31
$9,300

$93,31S
$151,609
$19,s86
$24,525

9235
9142,1N
$13,184
$11,885
$s8,64,4

$306
$o

$1,302
$o

$9.81

1 %

$2.04
$o.67
fo.13
$r.25
$2.04
$0.26
$o.33
$o.00
tr 91
to.16
$o 16
$o.7s
to.00
50.0O
$o.02
30 00

t528,546

31 ,101 ,066

t9.'t6

s'l6.05

s718,243

14%

$1,307,802

19%

110.03

9./.

l i8.zG

14.4

3591,826

-404

s1,402, ' t23

704

$9.4s

4%

s19,16

5"4

$727,733

50a

S'l,460,0,$

19.78

3%

$19.63

24



EXHIBIT D

OPERATING AND ADMINISTRATIVE EXPENSES



AC TRUCKING

Sslaries & lvages

H & W

Beflefits

Sartup
Basic 4
Programming

Prog allo'cated

Data p.oc€ssing

Re.{

Off,.€ supplies

Offlce expense

' lnsurance

Accouding

Legal

Professiohal fees

Telephone

Utilities
Teleprhone & Ltil;ties

Taxes & licenses

Leases

Miscellaneous

Penafties

Bad deus

Advertising

Cofitdhrtions

Travel & entertainment

14,O15

12,512

1,7A2

11,W
15,7F

5,580
J.I.|)J

33,343

2,OD
1 4

43,91 1
7,ffi

50,96

15p13

t3,68

10.297

t,s

13,8
16,914

Otfrcr

Oeprecl:ation I amort

1,ff i ,141

ACT\RATES95.XLS



AC TRUCKING

Salades & !v?g6

H & W

Benefrts

Cbrtua.t Labor

Odside reFairs
Inhouse r€pairs
PUC tax
Truck rer{
Fuel
Oil, gteas€, tires
Tires
Cushman
Profesdonalfees

86€25

21,?6
6,Ttg
35,S

39.424
2,7A

15,371

'1 't 1,611

E,M

7,67
83.179
30,466
6,8CO

50.395
4,36
,,:1

31,694

4.368

11214',1

27,67
58,375
41.856

52,s9
3.44

19,182

Truck epense

Scale/pdnter elpense

Equip parts & repair
Equiprnent leases
Shop supdies
Recycling

Engineering

Radlo .epair

Bldg & equip repdirs
Coanputer repair

166,S9

1,977

14.@

r0,983
1,52.

12,47

,g'to

3,124

1,632
5,'102

14,n1

8ir5o

925

2@,136

16,501

13.706
2.n

u.;
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