EXHIBIT NO. __L_, /
Gity of Aewandria, Virginia G- 2b-01

MEMORANDUM
DATE: JUNE 21, 2001
T0: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: PHILIP SUNDERLAND, CITY MANAGE@g

SUBJECT: 2001 REPORT REGARDING THE ALEXANDRIA/ARLINGTON WASTE TO
ENERGY FACILITY ISSUE

ISSUE: City Council receipt of the report regarding the Alexandria/Arlington Waste-to-Energy
Facility.

RECOMMENDATION: That City Council receive this report.

DISCUSSION: In response to amendments to the Federal Clean Air Act, the City of
Alexandria and Arlington County (the Jurisdictions) and Covanta Energy, Inc. (formerly Ogden,
Inc.}) committed in 1998 to improve air quality by retrofitting the Alexandria/Arlington Waste-
to-Energy Facility. Funded through a $46.1 million revenue bond issue, the retrofit of the
Waste-to-Energy Facility was substantially completed in November 2000. In addition to the
retrofit the project brought major facility improvements that enhanced the building and provided
a positive contribution to the aesthetics of the surrounding neighborhood. The Facility now has
state-of-the-art emission control systems that are equal to or better than other existing waste-to-
energy facilities in the country. Independent tests on the emissions of the Alexandria-Arlington
Facility have shown that the retrofit of the Facility meets by substantial margins most categories
of the tighter federal air quality standards. This retrofit project was completed on time and $3.2
million under budget. The Jurisdictions and bond counsel are now studying how, under federal
requirements, remaining bond proceeds can be used. While how the proceeds can be used has
not yet been determined, these funds will be used to the financial benefit of the project.

Other major improvements of the retrofit project included a new computerized combustion
control system, new scales and scale-house, new windows, new stack siding, a new entrance,
facility painting and the addition of an on-site access road to reduce congestion. Further
enhancements to be made in the Summer of 2001 include new fencing, noise shielding, and
landscaping improvements.

The Jurisdictions continue to face the challenges of maintaining a reliable, cost-effective, and
environmentally sound municipal waste management system. As a result of expanding waste
reduction and recycling efforts, it will be important to ensure there is a stable waste supply to the



Facility, that we respond to the deregulation of the electric power industry, and that we preserve
the fiscal stability of the Facility.

Waste Reduction and Recyeling:

In 2000, the City implemented several new programs and services and is considering expanding
others to increase waste reduction and recycling and elevate its outreach to residents and
businesses.

The City is looking at several potential locattons for recycling drop-off centers. The Jones Point
Recycling Center will remain open during the Woodrow Wilson Bridge construction, and the
City plans to develop new drop-off sites to maintain options for multi-family and apartment
communities. The City has prepared a report to identify several options for recycling computer
parts and other used electronics equipment, and plans to implement an electronics recycling
program in 2001,

The City participated in America Recycles Day and developed an awards program for residents
demonstrating outstanding participation in recycling. The City also continued its semi-annual
program of “Household Hazardous Waste Collection Day” and achieved a record level of
participation (1,165 vehicles dropped off hazardous waste materials).

Financing Solid Waste Services:

The Waste Disposal Trust Fund, which was established by the Jurisdictions and funded by net
Facility revenues from the late 1980's to the late 1990's, had a balance of $10.8 million as of June
30, 2000. This is $1.4 million less than at June 30, 1999. However, with increased Facility costs
and the need to make payments to cover the difference between contractual obligations (generally
operating costs and debt service) and revenues earned by the facility, the $10.8 million is
forecast to be drawn upon annually and then depleted as early as fiscal year 2005, unless new
funding mechanisms are created. How excess bond proceeds from the retrofit can be used could
extend the time frame when depletion of this fund is anticipated.

During calendar years 1995-2000, waste deliveries to the Facility averaged approximately
324,000 tons per year, but were lower in 1996 and 1997 due to competing, lower priced disposal
facilities in the region. Waste flow to these competing outlets increased after a 1994 U.S.
Supreme Court decision limiting the ability of local and state governments to control the flow of
waste to designated facilities through local ordinances. This loss of waste (and revenue) has
been one of the challenges faced by the Jurisdictions. However, by using pricing strategies to
keep waste haulers at the Facility, almost 329,000 tons of waste were delivered to the facility in
calendar year 2000.

This Facility has reliably processed over 3.8 million tons of solid waste since 1988. The
electricity produced by this Facility is equivalent to the power to operate approximately 23,000
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homes. The Facility’s electricity purchase agreement with Virginia Power (now Dominion
Power) that contained a guaranteed “minimum” price expired in 1995. Since then, due to
electricity market rates dropping, the price paid by Dominion Power has been below this
“minimum” price, from approximately $27 per ton of waste processed in 1993 to less than $18
per ton of waste processed in 2000. Recently, with electricity rates increasing, the Facility’s
electricity revenues have increased to $22 per ton.

Planning for the Future:

In order to keep the finances of the Facility sound over the long term, there are a number of
policies that the Jurisdictions will need to consider. First, the Jurisdictions have urged, and
should continue to urge, Congress to enact the necessary statutory changes to reinstate flow
control for those solid waste facilities that were established when flow control was a generally
recognized a public policy. Legislation has been periodically introduced in Congress to restore
flow control, but to date hearings have not been held. However, the leadership of the key
committees in Congress that handle flow control has changed in 2001 and it is possible that
hearings could be held, and flow control legislation could be considered. With interstate
commerce of solid waste an active legislative issue, it is possible that flow control could be taken
up as part of that legislative debate. Also, the Bush Administration’s new federal energy policy
has identified waste-to-energy facilities as energy smart, environmentally sound, and an energy
strategy that should be encouraged.

The second major policy area to address is how any potential facility operating deficit that occurs
in FY 2005 or later can be addressed. At the City Council Retreat last fall, a major study of
commercial solid waste policies and practices was proposed to determine if the creation of
Jurisdiction contracted-out, unified commercial collection systems would produce sufficient
benefits to warrant a change in how commercial waste is handled in the Jurisdictions. This study
is underway, in cooperation with Arlington County and should be completed this coming fall.

ATTACHMENT: Partners for Progress, Environmental Stewardship in Waste Management
programs

STAFF:
Richard J. Bater, P.E., Director, Transportation & Environmental Services
Mark Jinks, Director, Assistant City Manager



: E‘nvironmenta! stéwa'rdsh'ip' in waste management programs




Introduction

1h 1983, the City of Alexandria and
_Arlington County (“the Jurisdictioris’}).
* forged a partnership for ‘managing.
‘munlmpal solid waste and created a :

cost-effectlve system that minimizes the 1 :

V'rehance on landfilling and emphasizes -
the re'c_ovéty_‘of energy and materials. .

Warking through the City of Alexandria Al

Sanitation Authority and the Arﬁngton

. County Solid Waste Authonty and -

* "their contractor Covanta Alexandrla/
‘Arhngton Inc. (/ Covanta”), the

Junsdlctxons financed and constructed

the Alexandrla/ Arlington Waste-to- '

-,agement system: costs of the Fac1hty,

mcludmg Fac1hty unprovements

. The. J'urisdi'ctiohé are obligated urider

their contract w1th Covanta to deliver

© - at least 225,000 tons per year of accept-

Energy,Fac_ll.lty (the “Facility”). Since . .-

© 1988, this 975 tons-per-day plant,

- located on Eisenhower Avenue in the

. City of Alexandria, has been relia’biy

~ processing municipal solid waste from’

the Jurisdictions and converting it into

“electricity. The Facility is the center- -

- piece of the Jurisdictions’ solid waste

managerﬁent system of 'W'aste reduc-
tion, eollection, recyclmg, processmg
and dlsposal

The Jurisdictions are parties to a Waste L

Dlsposal Trust Fund Agreement, Wthh
established a Waste Disposal Trust Fund
that pays for certain solid waste man-

- able waste to the Facility or pay a .
shortfall, fee Qverall, the Fac111ty has .
'-capac1ty to process 356,000 tons annu-

ally. While confronting many chal-
lenges, the Jurisdictions have met their

" obligation, and have continued to WOrk :
closely with each other and Covanta to -
-maintain a stable Facﬂity 'operatmn, ok
'respond to dramatic changes‘m the
‘waste management 1ndustry, and pro-
tect am:l 1mprove the envuonment

Over _the last.two years, the Jui’isdic‘tibné :

and Covanta have made Facility

improvements in response to the 1990
~ Amendments to the federal Clean Air
" Act and their commitment to improv-
ing air quality in the region. These sub-
stantial Facility improvements, funded
‘through a $46.1 million revenue bond

issue, include'one of t'he most modern,

advanced emissions control systems Qf :
"any existing waste-to-energy fac1hty
.Additional landscaping upgrades are
_belng added in 2{)01 to further ok

1 Mumctpal solid waste generally: mcludes non-hazardous garbage, trash, and other waste generated in house
holds, commermal and busmess establishments, mstltunons and light mdusmes . )

The Alexandria/Arlington
Waste-to-Energy Facility

i

'.enhartée Facili.tjt ae;:‘thet;ics ah‘dhenefit ,
“its neighbors, Now, the Jurisdictions .

face additional challénges and opportu-

nities in maintaining a reliable, cost- *
: effectlve environmentally sound
j mun1c1pal waste management system

Needs.lasso_qated with expanding waste
reduction and recycling; assuring the
waste. -supply to the Facility; respondmg
to the deregulation of the electnt:

~poweér industry; an_d preservmg the eco- - -

nomic stability of the Trust Fupd must
be met: The Jurisdictions have been

_' solid i in the1r commitment to progress

and environmental stewardshlp, and

‘ dlhgent in their planmng for the .

future. Through their continued vigi- .~
lance and partnership,- they plan to
meet the. challenges :

This Reﬁort'ptovid’eé'an overview of .
the Junsdictlons solid waste manage-‘ i

: 'ment system, describes the improve--
.. ments to the Fdcility, identifies new
; 'programs and services 1mplemented
and planned to advance waste' reduc-
' tion and recycling, and outlines the

initiatives under conmdetatlon )%

the Jutisdictions to meet future needs
“in this dynamlc hlghly regulated

env1ronment ;i



" . eral government, trade associations,

County Contract Haulers - — 14

County Crews ——— 144%
- City Crews

Private Haulers e 7 D05,

City of Alexandria Arlington County

Solid Waste Management in the Jurisdictions

.Solid Waste Generation
-~ The Jurisdictions have experienced sub-
stantial population growth in the last
20 years. Continued growth is project-
ed, with population rising from an
aggregate level of approximately
319,000 1n 2000 to 336,000 by- 2010

This growth coupled w1th a locatlon as
“a major employment center for the fed-

and many national corporations, con- In Arlington County, one-family and
tributes to a sizeable municipal solid -~ - . two-family dwellings are required to-
waste stream and an increased demand participate in the County’s waste col-
for collection and disposal’ semces Solid lection system. Town hoise develop-

waste generatlon (net of recycling) in ' ments may.participate under ¢ertain
the Jurisdictions is forecast to increase conditions. Other multi-family and
from approximately .320,000 tonsin . .commercial businesses must contract
2000 to over 338,000 tons in 2010. with private contractors. The County
i ' : ; . provides collection service to approxi- -

Solid Waste Collection . mately 31,700 customers through a -
Both municipal and private haulers col-  combination of County and County-
lect solid waste in the ]ur1sd1ct10ns as’ " contracted collection crews.
illustrated in the charts above. In’ ' i e :
Alexandria, residential properties of- ~ Much of the Jurisdictions’ population
f_our units or less are required to ufilizc resides in hi_gh-rise apartments and

" the City’s solid waste collection service. - " .town houses requiring the specialized
This includes approximately 18,600 collection service and equipment of ;
service locations and about 300 small “private haulers. In addition, waste
commercial establishm'ents that were generated at businesses, government -
served prior to 1983 when the current - offices, and institutionis is generally

* requirements were set by City Council. ~ collected by private collectors.

Other commercial and multi-family
property ownérs contract with private
hau]ers

" Alexandria delivers recycllrig bins to residents.

Solid Waste Collection
Both municipal and private
haulers collect solid waste

in the Jurisdictions

-~ Waste Reduction and
‘Recycling i
~ The City of Alexandria and Arlington -

County operate comprehensive recy-
cling programs that divert:a significant
portion of the Juris_dicﬁons' waste from
disposal. These programs foster the goal
of resource conservation. i ; '

The Cit)}’s-i recycling program includes -

weekly curbside collection by City
crews of iewspaper and commingled
recyclables (glass, cans, and plastic con-
tainers) and the maintenance of three .
drop-off centers for these same materi-
als. The City also has 15 newspaper =
recycling stops ds well as recycling of -

- its-own office paper. Leaves are collect- :
..ed at the curb for recycling in the fall. -

. The County’s tecycling system includes

the curbside collection of commingled - -
materials, scrap metal, and mixed
paper, as well as brush and leaves for
mulching. In addition, the County

_maintains two drop-off centers for recy-

clables and provides County facility
collection of office paper, corrugated

- containers, and aluminum. The County °
- also recycles used concrete and asphalt.

The costs of the Jurisdictions’ tecycling
programs are funded through user
charges to residences, revenue from
sale of recyclables, and other sources.



.. Solid Waste Management in the Jurisdictions (continued)

- New Initiatives and Expanded
Programs in Waste Reduct:on Reuse,

“and Recychng :

In 2000, the Jurisdictions lmplemented

-several new’ programs and services and
expanded others to increase waste
teductlon and recycling and elevate
their outreach to residents and busi-
nesses. Further initiatives are planned
for'2001. A. brief overview of these -

~ programs and initiatives in each

: Jurisdiction is ‘provided below. -
Arhngton County o A

. County Office Paper Recycling
_The County expanded its office paper
recycling program to include addi-

- tional sites, and doubled the tonnage
«collected since January, 2000.

-~ . North County Recycling Center

The County’s Waste Reduction ‘Office . .

sited and constructed a new recycling
drop-off center on North Quincy
“Street near Ballston to replace the
Clarendon Fresh Fields site, which
_closed in May. The new site accepts
. both Commmgled containers and 5
~ paper.. ;
. Electronics Recychng
- The County expanded its annual 2
Environmental Extravaganza to
include electronlcs recycling. -
Computers, televisions, printers, .
copiers, speakers, pagers, and: cell

phones were accepted for recycling.
“The event was successful, and over
350 electromcs components were
recovered for recychng

. Brachures and Publications : N
| The County updated the waste'reduc-

tion section of the Solid Waste
_ Division’s Guide to.Services, devel-

oped a Waste Reduction Tips brochure,

“and prepared Green Buildings and -
~ Buy Recycled brochures,

-+ Outreach/Education - : .
Many outreach and educatlon activi-

ties were conducted and various’
" events-were held. Among these were

(displays at the Atlington County Fair;

Environmental Extravaganza featur-
-ing household hazardous waste col-

lection and recycling/reusé opportu- -

“nities for bicycles, textiles, electron-
ics, and building supplies; America -
Recycles Day; Clarendon Day, the
Washington- -Lee High ‘School
Resource Fair, and several presenta-

~tions and/or exhibits at schools,
parks libraries, recreatlon Centers
and local falrs

In addition, Ar]ington_Counfy worked

with the media to promote its facilities,

services and new programs on televi-
sion, and through the press, plus

updated its website with expanded fea-

tures such as scrolling text to announce
its new drop -~off center

Old Town Alexandria

Electronics ileéycling at Arlington County’s ;

annual Environmental Extravaganza.

. The County continued its technical -
~ support to commercial and multi- fami- ", .

ly properties, processing approximately

2,000 recycling plans and conducting

site visits to bring properties-into com-

- pliance with County recycling ordi-

nances. The County also-processed
more than 50 hauler reports to assist in
the détermination of recychng quantl- :

. ties from the multi- family and com-
~ mercial sectors, ;

% City-of Alexandria
'~ Electronics Recycling e
“The City prepared a _iepo_rt to identify .

several options for recycling comput-
_er.parts and other used electronics
equipment, including several local
_ charities that accept donated com-
puter equipment. An electronics recy-
cling program is planned for 2001.

- * New Recyclmg Drop-Off Centers

- Several potential locations for new



d'rop-off centers are being identified ;
~and evaluated. The Jones Point :

Recyclinig Center will remain open
during the Woodrow Wilson bridge

- construction, and the City plans to

develop new qtop-off sites to main-

tain options for multi-family and

apartment communities.
School Education Programs

" The City’s Office of Recycling devel-

oped a special recycling educational
program designed for elementary stu-
dents from the third through fifth

. grade. It includes a presentation that:

_can range from 30 to 60 minutes, a

video explaining recycling, and a

- unique “environmental ]eopardy

game” to challenge students about

- their knowledge of recycling. The

Offlce of Recycling is currently

engaging all City elementary schools .

to apply its.new edlica'tional program
in 2001.

Expanded Outreach to Nelghborhood'

. and Community Groups

. The City is eXpandmg its outreach -

through incréased promotion of
curbside service and drop-off centers
to City neighborhood associations
and various community groups. -

Special mailings were completed, and -

presentations are being scheduled as
a result of the enthusiastic response

“from re31dents

Solid Waste Deliveries to
Waste-to-Energy Facility

Waste deliveries to the Facility aver

aged approximately 324,000 tons per

year during this period, but were
lower in some recent years due to
competing, lower-priced disposal

facilities in the region

* Promotion to Multi-Famlly

Commumtles

. The City desxgned a new brochure

about recycling opportunities for
multi-family communiities that do

. not provide recycling services. The

brochure was distributed to building
managers and also used as an enclo-

“sure in information packets prov1ded

to new residents. :
Expanded Recycling in City
Departments

* The City reviewed the recycling pro-
" - grams in all City departments and is

now. developing recommendations

-for improved services and enhanced

outreach to emplayees to increase
waste reduction and recychng
Special Events '

The City participated in- America
Recycles Day and developed an
awards, program for residents demon-
strating outstanding participation in.
recycling. The City-also continued its

- semi-annual program of “Household

Hazardous Waste Collection Day”

events and achieved a record level of
participation (1,165 vehicles in total).

The City is evaluating the potential
to increase this special service to six
times per year. ; :

126 279 330,078

1995 1996 1997 1998 1999 2000

calendar year

Waste.—to-Ener’gy Facility

The majority of municipal solid waste
from the Jurisdictions, after waste =
reduction and recycling, is delivered to
the Waste-to-Energy Facility. Employing
“mass-burn” technology to combust =~
municipal solid waste at high tempera- -

_tures and produce steam, which is then -

used to generate electricity for sale to
Virginia Power, this Facility has reliably
processed over 3.8 million tons of solid
waste since 1988. The electricity pro-
duced by the Facility is equivalent to
the power to operate approximately
23,000 Homes. The chart above shows
waste deliveries te the Facility in calen-
dar years 1995-2000. ;

Waste deliveries to the Facility averaged
approximately 324,000 tons per year

-during this period, but were lower in

some recent years due to competing,
lower-priced disposal facilities in the

region. Waste flow to these competing

outlets increased after a 1994 U.S.
Supreme Court decision limited the

 ability of local and state governments

to control the flow of waste to desig-
nated facilities through local ordi-
nances. This loss of waste (and rev-
enue) has been one of the challenges
faced by the Junsdlctions ancl is dis-
cussed later. = -



Waste-to-Energy Process

Scale-House - - g3y ,
The first stop for trucks after entering the ' Baae e
| Facility is the scale-house. Haulers are charged | -~ .. \ :
‘a fée based on 'the weight of their load and ! p o 20 PRI
the type of waste they are transporfing.

1: Tipping Floor
2. Refuse Holding Pit : S ‘ :
3. Feed Crane x5 SE T EEs N 7

4, Feed Chute : i b i HES ;
5. Martin Stoker. Grate i T Ll
6. Combustion Air Fan" ‘ - 12. Economizer

.: 'P ng Hall 7. Martin Residue Discharger and Handling System g vii3: Dy Ga's'_Scrubber
rucks dump the;r Ioads Operators screen | b Chaimib 4 ? s :
incoming material to keep inappropriate Eo g 8. Combustion Chamber . - it -Baghouse is k
wastes out of the combustion process. . j 9. Radiant Zone (furnace) : ! . - 15.Fly Ash Handling System
» ' ' Drba ot R R MO Cobvedtion Zole . - L0 - .~ " 16.Induced Draft Fan '

lT.Supérheater'r— P TLSiEE R Rl E iR e T

Waste is moved to combustron g . | Combustion Chamber . .~ | {Control Room

< | Overhead cranes move the waste from the .| = | Waste i is burned on the patented Martin Haghly trained: personﬁel monitor operatmg :
- | pit to the charging hoppers, nearly three - Grates, where ffnger-hke devices are .. ‘| conditions in the entire facility, lncludmg the
tons at a time; for introduction int‘o the LT constantly exposmg the unburned waste to .| state-of-the-art continuous emlsslons moni-

combustlun chambers i 1. |fire, ensurlng the most efficlent combustlon. . | toring system



 Air Pollution Control . ;
‘The Facility’s new emissions control system
can process emissions to exceed 1 990 federal
Clean Air Act requirements. The first of four

| stages Is where anhydrous ammonia injection

turns smog-causlng nitrogen oxides into
nltrogen and water :
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3 4 3 A% y
. | Scrubbers & Fabric Filter Baghouse
| Hot gases, after-passing through the boiler,

are washed with lime slurry to stabilize acid

| gases. Next, activated carbon scrubs out mer- |
| cury, dioxin, furan and other pollutants me
the final stage, minute particles, not visible to

the human eye, are filtered out by some two
thousand cylindrical bags (as seen here).

Ash ‘Management
Ash is collected from the combustion cham— aid
ber, scrubbers and baghouse to be disposed - |

of at an approved landfill.

Steam Condensing & Water Reuse

.| spray system, cool-and condense the steam

Large fans, used in conjunction. with a water

produced for électricity generation. The
condensed steam, reconverted to water, is
then pumped to the boilers to generate
additional steam, completing the cycle.

Eiectnaty Generation

*| Electricity, enoughto power some 23,000
'homes, is distributed to the power grid via .

Virginia Power’s onsite transformer.




Improvements to the
- Waste-to-Energy Facility

‘In response. to the.federal Clean Air’

" _Act Amendments of 1990 and the

; ]unsdlcnons desire to. make 1mpr0ve- |

“ments to the Facility that would ensure -
the highest level of envuonmental ‘pro-

tection,.reduce impacts and: provide
beneflts to the neighborhood, the
" Jurisdictions and Covanta have under-
taken a Facility retrofit program,
_ financed by a $46.1 million revenue
bond issue: These improvements are
déscribed below. .

Advanced Em:ss:ons C ontro! System .
Completed and successfully passing.

% performance testing in 2000, the new -

emissions control system is one of the

most modern, advanced emission con- -

'~ trol systems of any. existing waste-to-

j energy facility in the United States. _'
Included in thlS new system are acid
gas. scrubbers and fabric filters, a car- .

: bo,n,injectiori*—system, and continuous

: -erhissions monitoring, equipnient. )

: Other Fac:lity Chnnges it
-During this recent retrofit, the Fac111ty
- has also beerni equlpped with a hew

computerized combustion control sys-
tem and new scales and scale-house. .

- Neighborhood lmproveinentsl i
* As part of the Facility modifications,

~ Improvements completed include new

- “windows in the Facility; new stack sid-
ing; a new entrance Facility pamtmg, A

~and on-site access road to reduce traffic

~ and landscaping improvements are
. being undertaken in 2001. . .-

- The efforts by the ]urlsdlctlons and
_Covanita, to reduce Facility 1mpacts on:

recognized by local résidents and busi-
* ness owners. Among them, Sharon

Facility modifications under construction.

Several general building repairs also
have been completed,

several Facility improvements that
benefit the neighborhood have been
installed and others’ are underway
and will be completed in 2001.

Facility_modiﬁchtibnf-hnder construction.

“Hodges, Executive Diréctor of the
Eisenhower Partnership, noted:

“...The biggest impact to the .
area has been the change in
truck access to the Facility. This
‘has'made a tremendous differ-_ -
ence in traffic flow, extremely
- helping to reduce the conges-
. tion in traffic Heading toward
Van Dorn Street. We are looking
- forward to the changes in the
Iandscapin'g,_and the new fenc-
_ing and sighage. This should be
- a huge improvement and help
- the Facility better fit into the
neighborhood.”

congestion. Fencing, noise shielding;

Covantd, as part of its outrea'ch' to the .
community, has-also initiated a series
of sg:hool'outreach programs. -

the neighborhood and maintain the
Facility as a good neighbor, have been



Federal Clean Air Act Amendments and

a 1994 Supreme Court decision have created

significant challenges for the Jurisdictions

5 _'Responding to.;'the-..Chelle'nges

i The Jurlsdlcuons have encountered
many challenges in mamtalmng a reh-
able, stable solid waste management

system,, partlcul_al_-ly in recent years and
throughout a period of dramatic change

in the regional and national waste
industry. Several developments have -
impacted the costs of operating and -

: rnainta-ining the Jurisdictions’ system -
and its revenues, and the Jurisdictions -

~ have successfu]l'y, _add'ressed these needs -
through a sound management strategy.

Now, the Jurisdictions are diligently -

- planning for the future and evaluating
 vari6us options as they formulate addi-
tional changes necessary to stabilize

_ both waste flow and revenue for the

Facility. This section describes the most = -

significant challénges they have faced
and the anticipated future needs to .-

ensure the économic stability of the .
‘solid waste management system. :

Meeting the Clean Air Act
Amendments of 1990

The retroﬁt modifications that have
_.enabled the Fac:lity to meet 1990

g Amendments to the federal Clean Air -
Act were financed through a $46. g
mllhon revenue bond issue. The -

" advanced emissions control system is

. now operating, and the remainder of
the improvements will be complete.in
- 2001; Operating costs have risen with'.

this additional debt and mainfenance

* of this new emissioris control system
and sophisticated emissions monitor-
ing equipment. These costs, to be fully
incurred in 2001,'ré5u1t in the need to -
-inicrease revenues to the Facility.

~ Ensuring the Waste Supply
- The Jurisdictions are obligated to deliv-

er at least 225,000 tons per yéar of

‘ accépfable waste to the Facility or pay

a shortfall fee pursuant to their agree-

sment w1th Covanta. In recerit years,-

due to factors outside ‘the Jurisdictions’

“control, their ability to ensure this

waste supply has been-impaired. These
factors are disctmsed below.

The Carbone Dec:smn and Competmg
Mega - Landfills

During recent decades, many commua
nities enac_ted_ ordinances ‘that con-

trolled the flow of solid waste by desié— :

nating. the fac111ty or facilities to which

- solid waste generated within their

boundaries must be taken for process-.

-ing or disposal. The purpose of this

“flow control” legislation was to ensure
that sufficient amounts of waste were

received to cover the costs of operatmg

the facilities and retire the debt issued
to finance them. Flow control is con-
sidered to be an essential tool i in plan-

" ning for the long-ter{m management of

" solid waste bécausef it guarantees the
“economic integrity of the systém once.

it is operating. Use of flow control has

~been particularly important for waste-

to-energy facilities, since they depend

- on the waste supply not only for sery-

ice fee revenues but also for the conver-

 sion of waste to electricity, which is

sold to help offset the system costs. In

a 1994 landmark decision, Carbone vs.
Town of Clarkstown, N.Y., the U.S.
Supreme Court rtuled that leg1slated

flow control, where it interferes with -
interstate commerce. is a violation of
federal law. Following this decision, . -
local flow control ordinances became
invalid. As a result, waste flows to com- -

peting fac111t|es, particularly those in’

adjoining or nearby states, sharply
increased. In many cases, this develop-
ment seriously jeopardized the eco-
nomic stabilitjr of the facilities from

‘which the waste was divefted.

_ This situation has been especially trou- . .
" blesome to local governments in the .

Washington, D.C. metropohtan reglon.
Waste has been diverted by pnvate

" haulers from established facilities to’

private transfer stations in the District,
~ Maryland and Northern Virginia from -
which it is transported to large, private

- landfills (“mega-landfills”) in Virginia
_ - and Pennsylvania. Many of these land-



- Responding to the Challenges (continued)'_.

fills were built around the time of the _
Carbone decision; many years after the
Jurisdictions had planned, fmanced
and constructed.the Facility.

- in fact, at the time this Facility was
being planned, landfill capacity in the
‘region and throughout the nation was
rapidly decreasing, and a d1sposa1
. capacity crisis was projected.

Today, a-significant quantity of waste -
generated in Northern Virginia,

* Washington, D.C:, and Maryland flows
to these mega-landfills. There is excess
capacity in these sites, and the owners,
‘primatily the large waste service com-.
panies, have deeply discounted disposal
pricing because of the over capacity

“and the desire to divert waste from
‘competing disposal and _processing

3% facilities like the Facility. In the recent

past, the disposal fee at some of these
~ landfills has been less than half the .
cost-based disposal fee charged at the -

Facility. As a result, private collectors " -

. have taken some waste from the

: jur1sd1ct10ns to these landfills, reducing

* the revenues needed to support the
Junschctlons solid waste management
: system

" Responding to the Carbone

Decision — Contracting for -

Waste Supply '

In the wake of the Carbone decmon
and the pressures presented by the pri- '
vate transfer stations and mega-land-

fills in the region, Covanta, working
. with the Jurisdictions, successfully
" negotiated waste supply contracts with

two of the major waste collectors in the

 City of Alexandria and ‘Arlington

County. The contracts ensure that
waste collected in the Jurisdictions by

‘these two.large haulers will continue to

be delivered to the Facility over the -
next several years, contributing to its

- economic stability. The Facility also

receives a small amount of supp_lemenQ
tal non-hazardous waste that generally
originates oufside,’of the Jurisdictions,

from generators who require secure and .

complete destruction of the waste.

it hdse genérators_pay‘ a significant pre-
mium to have their waste disposed of
at the Facility. Additionally, week-to-

. week, the Facility may have a small

amount of excess capacity. In such

 instances, Covanta has the flex1b111ty to
enter into “spot” delivery arrangements

wnth regional haulers outside of the
_]ur]SdlCthHS to deliver addmonal

_ waste. In addition to the tipping fee
-revenue, the processing of this waste

Waste supply contracts with private haulers
have helped to stabilize Facility revenues.

_brings with it reveriue from the sale of -

electricity produced. Combined, these
additional revenues help to reduce the

 Jurisdictions’ financial obligations to

Covanta

; Efforts_to Restore Flow- Control

The Jurisdictions have been working

* with their congressional delegation,

both in the House and Senate, to sup-

- port proposed national legislation that
" would restore flow control powers, and

they renewed their efforts with the new
Congress However, there is no certain-
ty that national legislation will be
enacted, as there have been several blllS

-introduced over the years without suc-
- cess. Therefore, the Jurisdictions recog- .
- nize that additional contracts for waste
.'s_upply'and/or other funding approach-

es are the primary means to address the
longer-term revenue needs of the

- Facility.

Electricity Sales from the

- Facility and the Uncertainties |
of Deregulation

- Electricity from the Facility is sold to .
“Virginia Power under a long-term .
-agreement. The agreement provides for

an “energy” paymentand a “capacity” -
payment as components of the pur-- :

~ chase price. The capacity payment



,results from Vlrglrua Power bemg able
to depend on the electricity from the
Facility during periods of peak demand
when power supply. is most critical.
The energy payment is based oh the .
costs Virgihia Power avoids by purchas-
ing electricity from the Facility: The
avoided costs are revised from time-to-
time under a tariff approved by the
 State C'orp,o'ratioh Commission. :
In p]annlng for the Facrhty, it was pro-
jected that future electr1c1ty prices
~ would increase with rising energy costs.
The Facility’s electricity purchase agree-
“ment with Virginia Power contains a

. guaranteed “minimum’ purchase price .

for energy, but only through December
- 1995. Since then, however, the price
‘paid by Virginia Power has been below
this "minirriurn’j price. As a result, rev-
enues from the sale of electricity have"
decreased significantly, droppmg from
.an average of apprommately $27 per
="ton of waste processed in 1993 to less .
than $18 per ton of waste processed in-
2000, as shown above i

£!ectnctty Saies ina Deregulated

Market

" Electric utility (:ustomers tradrtional]y
have been served by regulated “monop-

~olies.” Now, there is a national move-

: rnent from this rate-regulated environ-

ment to a deregulated, competitive

. retail and wholesale generation - market-

place. ‘Many states are 1mp]ement1ng

- legislation designed to increase compe-
tition and provide for consumer choice’
_of an electricity supphen :

' A ma;or policy reso'lut'ion'was péssed at

the U.S. Conference of Mayors annual

‘meeting in June 2000, urging federal
and state law makers to ensure that any ‘

utility restructuring legislation like

: : deregul_ati_on includes provisions to

promote renewable energy in all forms,
including waste-to-energy. ' -

The Commonwealth of Virginia has
' legislated the restructuring of the utili-
ties for the phasing in of a deregulated

‘market fgr the _generari'on and trans-
mission of electricity. The Virginia
Electric Utility Restructurlng Act (SB .
1269) was passed in March of’ 1999,

" which provided. for consumer choice
pilot programs in selected areas, includ-"

ing Faitfax County, since January 2001.
According to the Act, state-wide dereg-
ulation is to begin implementation in
January 2002 and be completed by

- January 2004, The State Corporation. .
Commission (SCC) is _considering,ac_cel-,
. erating this by one year to attract more

energy suppliers that are requesting :
access to the entire State’s market to

make participation more feasible.

The Act provides for the recovery of
stranded costs through cappecl rates, for
custogners staying with the mcumbent

utility and through a “wires charge

for those who switch to competmve
suppliers.

Deregulétion of the electric power :

1ndustry in Virginia could create oppor-
tunities for the. Jurisdictions. The

. Facﬂrty, as a power generator, could .. .

have an expanded geographic base and
possibly export power. Wasté-to-energy -
also could be given special treatment as
a renewable fuel or “green power”

‘source in certain markets.

However, there are many uncertainties.

‘and issues regarding developmerits ina

future deregulated marketplace for the
purchase of €lectricity at the retail
level, mcludmg the means and terms ~

by which the Facility could séll electric-' :

ity to retail customers.

Cova'nta ar"rd the Jurisdictions are con-
tinuing to evaluate.this changing mar-

: ketplace and the potentra] impacts on’
" the Facrhty
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. The WaSte Dis_pdsai_.Tqut .Fund:"An Ovérview

.The Waste Disposal Trust Fund (“the
Trust”) was established by the
]unsdlctlons when the Facility was con-
 structed. The City of Alexandria and
Arlmgton County each have a 50 per- '
cent ownership interest in the Trust;
‘however, because Arlington. County

- performs the administrative functions
* for the Trust, it is a component unit of
Arlington County and the financial :
‘position and results of 'o,pe.rati_ons of
the Trust are reflected in the compre--
: henswe annual financial report of .
Arlmgton County :

'RevenuES to-the‘Waste Disposal Trust
Fund generally come from two sources:
‘(1yamounts payable to the Jurisdictions
by Covanta under its agreement with
the Jur_isdi-ctions, and (2) a portion of
the real 'prop'erty"taxes levied-on the
Fac111ty by the Clty of Alexandria. i

Expendltures such as caplta] costs of

i repairs, replacements and changes to

- the Facility, and waste re'cycl_ing-.pfo-'
- grams which benefit the Jurisdictions

e eligible for reimbursement through |

the Trust. In-fiscal year 2'000, the 4Tru*st

- Hhas been used primarily to provide . -

© “tipping fee differential payments,” ix
“which' cover the difference_ between

10

- the solid waste marketplace

contractual tipping fees p&id by haulers
'-undé; 'special contracts and the stan-
. dard cost-based tipping fee. It can also
‘be viewed as the difference between the
operatlons and maintenance costs and ;

debt service of the Facility in comparb
son to what-the Facility can charge in.

Six T-rustees administer the Fun’d: the

Vil Alexandria City Manager and two -

designees, and the Arlington County

-Manager and two designees. These
Trustees are experienced in' finance and
. accounting, law, government adm1n1_s_- it
. tration, and solid waste management. =~
‘They rely on professional advisory and
_consultirig services, as necessary, in -

such matters as investments, securities : Trust Fund Revenues are

and tax law compliance, and engineer-

" ing. The Trustees are committéd to -
; ,ensuriug that the citizens of Alexandria -
~and Arlington receive high quality =
- service through a fiscally and
énwronmental]y sound solid waste

management system

'The Waste DisposaI.Trust provides for

the prudent-management of its cash

. . resources, with investment objectives
- and procedures to ensure compliance

with State law and the bond ind_enturés

and to ﬁl‘aintain so}Vency of the Pand:.
Trust Fund balances at. the end of the

“ last four fiscal years are shown above. .

The Trust Fund balance w_a's approxi- |
mately $10.8 million as of June 30,

2000, but with increased Facility costs
-“and-the need to make payments to -

Covanta for the disposal fee differential
under waste supply agreements with =
private haulers, demands on the Trust -
Fund have elevated Substantlally, and ..

- the reserves are forecast to be depleted

as e_arl_y as fiscal year 2005, unless new
funding mechanisms are created. -

Used to Support: -
'Faoility service charges-and tipping
fee differential payments;

'Funding of certain repairs and
replacements at the Facility;
Trust Fund administrative and
Voperating expenses; and

.Inclependent pubhc accountmg
fees : :




Recycling workshop with
City of Alexandria school children
and “Robbie The Recycling Squirrel.’

‘Planning for t-lll'e' Future

-"Recycling is a ‘key‘.compo‘nent"in planning for

- the future,

7C05t5 at the Facrhty have risen due to:
the addrtlonal debt and increased oper-
ating and mamtenance expenses.made

necessary by the new-air pollution con- 1

trol required by the federal Clean Air
. Act amendments and other Facrhty
Vrmprovements

‘Additional revenues. will be needed to -
support these 1ncreased costs and to

maijntain the economic stability of the

Facility. Substantially increasing rhe

disposal fee at-the Facility is an ‘optiorr

'but this optron is not likely to be feasn-
ble, at least not as the only source of
_addltlonal revenue, as long as the

"' Jurisdictions lack authonty to eénforce

“flow control”’ ordinances. Any s1gnifi—
" cant lncrease in disposal fees at the--

Facility; would likely cause haulers to

- take waste to other di'spnsal locations,

Part of the Jurisdictions’ waste supply

: .commrtment to Covanta is met
- through agreements that the
.jﬁrisdictions and Coyanta have

arranged w1th certain private haulers.

_ These agreements only extend over the'_
-next few years and reflect reduced drs-

posal fees

The Wast_e Disposal Trust Fund has

been paying the difference between
disposal charges required by the agree-

-ment with Covanta and amounts col-
- lected under Covanta’s contracts with

these private haulers Under current :

; _prolectrons -and wrthout addrtronal
source(s) of revenue, the Trust Fund .

may only be able to Support—these pay-

ments through fiscal year 2005, before - :
~Trust Fund balances are exhausted.” -

The Jdrisdic'tions 'ha\}e sought out’
opportunities to reduce costs where -

possible. Recognrzmg an opportunity
to lower interest costs on the outstand-
ing debt for the Facility, given changes

vin the market for municipal bonds, the

Jurlsdlctrons arranged in 1998 for the

re’funding of approﬁm&tely 562 mil-
lion of the bonds that were initially

issued in 1984 to finance facility con-

struction. This refunding will result in
savings of more than $8.9 million over
the term of the bonds, and will help

" stabilize the costs of the Facility,

There are three primary, potential

_ options to help-meet the future

increased revenue needs of the Facility.
These include (1) an increase or reallo-
cation in the real estate tax; (2) the

‘imposition of an environmental invest-

ment charge as a special assessment on
property owners; and (3) the creation

. of-a “franchise” system for waste

haulers. A franchise system would

- allow the Jurisdictions to select waste

haulers for designated'collectien areas

' and require, through franchise agree-’
.ments that the’ franchrsed haulérs

use the Facility and pay the requrred_.

~ disposal fees.

In addition to the on-going evaluation -
of these reveénue options, the

Jurisdictions, with Covanta, will be

evaluating other opportunities to con-

. -tract for waste supply, including the
. potential to extend existing contracts

11



. Planning for the Future ( continued)

with privei_t‘é haulers. They will also be
assessing how the unfolding :de_velopf
:ments in electric power deregulation
 can best be applied to open potential
‘new markets and/or increase electricity
reventues for the Facilit-y. The :

. Jurisdictions will maintain their efforts

- to gain legislation to restore flow C‘Ol'l:-
trol powers and will continue to search
out opportunities for cooperation with

other communities in the region that. £

could increase levéls of recycling
and/or reduce the costs of recycling.

12

The Trustees, alo'ﬁg with the leadership

of the Jurisdictions, are committed in
their efforts to plan for the future, meet
the-challenges they face, atcesﬁ new
opportunities‘and.apply management
solutions that are in the best interests

- of their residents and businesses. The

City of Alexandria and Ailington
County ate dedicated to maintaining a -
financially stable and environmentally
sound solid waste management system
through their partnership for progress.’

Arlington County and the City of Alexandria
are working toward a green environment.
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For more information regarding the

solid waste management program in

the Jurisdictions, please contact:

City of Alexandria
Department of Transportation

& Environmental Services
703-838-4966
http://www.ci.alexandria.va.us/city/
tr_es ut idx.html

Arlington County
Department of

Environmental Services
703-228-4488
http://www.co.arlington.va.us/des/

index.htm

Covanta Energy

For more information regarding
Covanta Lnergy, contact 703-370-7722
Or see

Inl|1:/‘,’w\~.‘\\'.ccs\‘.lllt.lvlu-l'gy.tnm,"
energy/facilities/waste to_energy/

alexandria.php4

Report prepared by Gershman,
Brickner & Bratton, Inc. (GBB) with
design assistance trom Parkside Design

Printed on recycled paper with 100% post
consumer fibers using soy inks



