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State of New York
Office of the State Comptroller

Division of Local Government Services
and Economic Development

December 2005

Dear Authority Officials:

One of the Office of the State Comptroller’s top priorities is to identify areas where local governments can
improve their operations and provide guidance and services that will assist local officials in making those
improvements. Further objectives are to develop and promote short-term and long-term strategies to enable
and encourage local government officials to reduce costs, improve service delivery and to account for and
protect their governments’ assets.

The reports issued by this Office are an important component in accomplishing these objectives. These reports
are expected to be a resource and are designed to identify current and emerging fiscally related problems and
provide recommendations for improvement.  These reports also may identify effective governmental operations.
The following is our report on the Oneida Herkimer Solid Waste Management Authority — Estimated Disposal
Costs for a Proposed Regional Landfill.

This audit was conducted pursuant to the State Comptroller’s authority as set forth in Article 5, Section 1 of the
State Constitution and Section 2049-rr of the Public Authorities Law.

If we can be of assistance to you or if you have any questions concerning this report, please feel free to contact
the local regional office for your county listed at the back of this report.

Respectfully submitted,

Office of the State Comptroller
Division of Local Government Services
and Economic Development
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Office of the State Comptroller

ES-1

State of New York

EXECUTIVE SUMMARY

Since 1989, the Oneida-Herkimer Solid Waste Management Authority (OHSWA) has been trying to develop
a regional landfill as an alternative to waste exporting. OHSWA officials justify their desire to establish a
regional landfill with their claim that waste export options will dwindle and become more expensive. Moreover,
officials said they want more control over final disposal of the region’s waste stream in order to reduce their
exposure to liabilities for possible cleanup costs at landfills they use but do not manage.

In September 1998, after an extensive site selection process, OHSWA’s Board of Directors (Board) chose a
site in the Oneida County Town of Ava for its regional landfill and began the process of obtaining the necessary
regulatory permits.  The State Department of Environmental Conservation (DEC) gave final approval to construct
and operate the landfill in March 2004. Construction began later that year.

The landfill proposal has generated significant public interest and stirred strong opinions from those favoring
and opposing the plan. The Office of the State Comptroller (OSC) received numerous requests from State and
local officials, interest groups, and private citizens to review various aspects of the proposed project.  One of
the concerns landfill opponents expressed was that OHSWA cost estimates supporting the project’s economic
assessment were not reliable.

Scope and Objectives

During this audit we examined cost estimating practices OHSWA officials used during the period April 21,
2004 to June 30, 2005.  Our audit sought to answer the following question:

• Were the cost estimates used to assess the economic benefits of the proposed regional landfill project
based on complete, objective, and verifiable information and analysis? 1

Audit Results

A relevant measure of expected regional landfill operating costs is the estimated average cost of the disposal of
a ton of waste.  In April 2004 OHSWA projected disposal costs to be between $30.60 and $34.62 per ton at
a rate of 250,000 tons per year.  The methodology used to develop this projection was well-documented and
underlying assumptions and estimation methods were objective and reasonable.  All major cost categories had
been considered and included in cost estimates.

1 Our audit focused specifically on the cost projections and methodologies used to assess the viability of the OHSWA
landfill project.  It did not address other important matters concerned residents raised with us, such as the potential social
costs and quality of life impact of the Ava landfill site.  These issues are better addressed by the residents of the affected
communities and their elected representatives, rather than by an audit.
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We identified new information that became available after April 2004 which indicated that some minor cost
components that had been omitted, and some major costs were now known or could be better estimated.  We
used this information to calculate a revised estimated disposal cost of $32.09 per ton.  That estimated cost is
35 percent less than the $49 per ton that OHSWA would otherwise pay during 2007 under its contract for
waste exportation.  The potential cost savings from the landfill option projected to a volume of 250,000 tons
would total $4.2 million per year.  Furthermore, if the quantity of waste delivered to OHSWA is greater, the
marginal cost savings per ton would increase.

OHSWA estimated the total capital project cost for landfill site development and the construction of the first
three of 19 planned landfill cells to be $29.3 million, which included a $2.6 million allowance for contingencies.
The methods OHSWA officials used to estimate the capital project costs were complete, objective and
reasonable.  Major underlying assumptions used in estimating costs were well-documented and verifiable.

Although methods used to determine capital costs were generally sound, we did find that subsequent design
changes caused an increase in building construction costs, manufacturer price increases had raised equipment
expenses, and officials had significantly underestimated costs for wetlands mitigation.  Officials had also
overestimated other expenditures such as professional services and bond issuances.  Altogether, estimated
capital project costs had increased by $1 million.

Capital project costs were to be financed through bond issuances.  The annual debt service requirement to pay
off the bonds was a component of the estimated per-ton disposal cost. In calculating the estimated disposal
cost ($32.09 per ton), we adjusted annual debt service to correct the $1 million underestimate of project
costs, to reflect OHSWA officials decisions to finance $1.4 million of 2004 construction costs with operating
funds instead of bonds, and to recognize probable changes in bond financing terms.

OHSWA officials excluded $2.6 million of future landfill-related development costs from the April 2004 cost
estimates.  Also, the cost estimates did not account for the $1 million opportunity cost associated with OHSWA’s
decision to use the land it owned for a landfill instead of selling it.  We amortized those costs over the estimated
51 year life of the landfill in our calculation of estimated disposal costs.

Comments of Local Officials

The results of our audit have been discussed with OHSWA officials and their comments, which appear in
Appendix A, have been considered in preparing this report. OHSWA officials generally agreed with our
recommendations and indicated they planned to initiate corrective action.
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Background

Introduction

At the request of Oneida and Herkimer counties, the State Legislature
established the Oneida-Herkimer Solid Waste Management Authority
(OHSWA) in 1988 to provide waste management services and develop
waste management facilities for the counties’ respective populations.
OHSWA is governed by a 10-member Board of Directors (Board) and has
79 employees.  OHSWA operates a recycling center, two major waste transfer
stations, and five smaller waste processing facilities.  It also manages the
contracted trash collection services for the City of Utica.  In 2004, OHSWA
reported $26 million in revenue.  After paying $21.4 million in operating
expenses and $2.1 million in debt service costs, OHSWA reported a net
income of about $2.4 million.  OHSWA’s tipping fees for collecting and
disposing of non-recyclable waste provided the Authority 74 percent of its
total annual revenue.  Fees, sales of recyclable material, interest earnings,
and grant proceeds provided the rest.  OHSWA does not receive county
subsidies.

Oneida and Herkimer County laws require that all waste generated in both
counties be directed into OHSWA’s disposal system, and State Public
Authorities Law bars OHSWA from accepting non-recyclable waste from
outside the region.  OHSWA currently exports waste to landfills outside of
the region, mostly to a private landfill located near Rochester pursuant to a
competitively bid, four-year disposal contract that runs through 2007.
OHSWA pays that contractor fixed per-ton service fees for transporting
and disposing of the waste.

Since 1989, OHSWA has sought to develop a regional landfill as an alternative
to exporting waste.  OHSWA officials based this effort on their assessment,
and that of their consultants, that the availability of waste export options will
decrease and costs will increase.  Officials wanted more control over the
ultimate disposal of the region’s waste stream to reduce exposure to shared
liabilities for possible environmental cleanup costs at landfills it does not
control.

In September 1998, after an extensive site selection process, OHSWA’s
Board chose a site in the Oneida County Town of Ava for its regional landfill
and began obtaining the necessary regulatory permits.  The State Department
of Environmental Conservation (DEC) gave final approval to OHSWA to
construct and operate the landfill in March 2004.  OHSWA’s consulting
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Scope and
Methodology

engineers developed and presented costs estimates for the construction and
operation of the landfill in a written report to the Board.  OHSWA later engaged
another engineering firm to review the cost estimates.  This firm also conducted
a study of the waste disposal market and developed estimates of the future
costs of exporting non-recyclable waste outside of the counties. These
consultants concluded that the methodologies used by OHSWA’s consulting
engineers were appropriate and that the estimates were reasonable. They
also concluded that a regional landfill was a more economically favorable
option than exporting waste.  Upon receiving this report, the Board resolved
on May 17, 2004 to proceed with landfill development.  Landfill construction
began later that year.

OHSWA’s landfill proposal generated significant public interest and strong
opinions both for and against the landfill plan.  The Office of the State
Comptroller received numerous requests from State and local officials, interest
groups, and private citizens to review the landfill project proposal.  Among
opponents’ concerns was the reliability of cost estimates used to support
OHSWA’s economic assessment of the project.

Objective Our audit sought to answer the following question:

• Were the cost estimates used to assess the economic benefits of the
proposed regional landfill project based on complete, objective, and
verifiable information and analysis?2

2 Our audit focused specifically on the cost projections and methodologies used to
assess the viability of the OHSWA landfill project.  It did not address other important
matters concerned residents raised with us, such as the potential social costs and
quality of life impact of the Ava landfill site.  These issues are better addressed by the
residents of the affected communities and their elected representatives, rather than by
an audit.

During this audit we examined cost estimating practices used by OHSWA
during the period April 21, 2004 to June 30, 2005.

Our audit addressed written cost estimates prepared by OHSWA’s consulting
engineering firm, dated April 21, 2004.   We examined the methodology and
assumptions used to develop the cost estimates and the supporting
documentation.  We also assessed the impact of additional information,
including subsequent construction bids and contract awards that became
available through the end of our fieldwork on June 30, 2005.

We conducted our audit in accordance with Generally Accepted Government
Auditing Standards.  More information on such standards and the methodology
used in performing this audit are included in Appendix C of this report.
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Comments of
Local Officials and
Corrective Action

The results of our audit have been discussed with OHSWA officials and their
comments, which appear in Appendix A, have been considered in preparing
this report. OHSWA officials generally agreed with our recommendations
and indicated they planned to initiate corrective action.

OHSWA officials have the responsibility to initiate corrective action.  As such,
OHSWA officials should prepare a plan of action that addresses the
recommendations in this report, and forward a plan to our office.
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An accurate assessment of the proposed regional landfill’s economic viability
requires a competent estimation of the costs to construct, operate and maintain
the facility throughout its useful life. It is important that officials responsible
for the project consider all capital, operating and closure costs, and ensure
that estimates are logically developed using reliable data and realistic
assumptions. Equally important are well-founded waste volume projections
for future years, taking into account factors that could have a significant
impact on the waste stream.  By determining the average per-ton cost of
waste disposal, officials can accurately compare the cost of operating a
landfill vs. waste exportation.

In an April 21, 2004 cost estimate report, OHSWA projected that total
disposal costs would fall between $30.60 and $34.62 per ton for waste
delivered to the regional landfill at a rate of 250,000 tons per year.  OHSWA’s
consulting engineers employed a well-documented methodology to develop
this projection; underlying assumptions and estimation methods were
objective and reasonable.  We also concluded that the consultants included
all major cost categories in their cost estimates.

At the time of our audit, many of the major estimated costs were known and
other costs could be better estimated based on new information that became
available after April 2004.  We also identified some cost components that
had been omitted from OHSWA’s formal analysis.  We used this information
to calculate a revised estimated disposal cost of $32.09 per ton.  That
estimated cost is 35 percent less than the $49 per ton that OHSWA will
otherwise pay during 2007 under its existing contract for exporting waste.
The potential cost savings from the landfill option projected to a volume of
250,000 tons would total $4.2 million per year.  Furthermore, if the quantity
of waste delivered to OHSWA is greater, the marginal cost savings per ton
would increase.

Original and updated disposal cost estimates are summarized in Appendix
D.

Average Annual Tonnage The annual quantity of waste tonnage delivered to the regional landfill directly
impacts operating costs and the landfill’s useful life.   Higher average tonnage
increases the amount of funding that must be set aside annually to pay for
future liner extensions, equipment replacement, and eventual closure costs.
Likewise, lower tonnage delays these larger future costs and reduces the

Disposal Costs
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annual amount needed to fund capital reserves.  OHSWA’s April 2004 cost
estimates projected total annual landfill disposal costs at four average tonnage
levels: 150,000; 200,000; 250,000; and 300,000 tons.  That analysis showed
that the average per-ton cost decreased as waste volume increased.  For
example, when the projected tonnage increased by 20 percent from 250,000
tons to 300,000 tons, the total estimated disposal cost increased by 10 percent,
but the cost per ton decreased by seven percent.

OHSWA officials said they expected average annual tonnage to fall between
275,000 and 300,000 tons, but they had no formal analysis to support that
estimate.  The consultants they engaged to review OHSWA’s waste disposal
plans during 2004 projected that 2005 tonnage would reach 301,900 and
that waste volumes would gradually decline over the next 25 years.

We examined the region’s historical tonnage data and researched published
information about solid waste disposal trends, and concluded that OHSWA’s
estimate of between 275,000 and 300,000 tons per year was reasonable.
However, we noted that OHSWA’s historical tonnage only exceeded 266,000
tons during 2003 and 2004.  In those years, the region’s total tonnage was
boosted with debris generated by several one-time industrial demolition
projects.  Moreover, the region’s population was not projected to increase,
and trends reported by other experts did not project a significant increase in
the quantity of waste generated per person   In that light, we concluded that
the more conservative estimate of 250,000 tons per year was best supported
by the region’s historical tonnage data and general solid waste disposal trends.
Accordingly, this report focuses on OHSWA’s disposal cost estimates for
250,000 tons per year.

Debt Service Cost OHSWA officials estimated that debt service would be about $2 million per
year on the long- term bonds they planned to issue to finance the initial landfill
construction.  They based that estimate on borrowing $29.3 million for
construction, and reasonable assumptions over the terms and costs of municipal
borrowing.  Underlying assumptions also included a significant interest rate
subsidy offered by the Clean Water State Revolving Fund program
administered by the State Environmental Finance Corporation (EFC).  EFC
officials told us that a substantial portion of the project’s costs qualified for
program assistance, as they are directly related to protecting groundwater
from contamination.

We identified two significant changes in the underlying assumptions supporting
the debt service estimate.  However, these changes offset each other and did
not have a significant net impact on the projected debt service cost.  The net
impact decreased estimated debt service costs by about $57,000 per year.
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• Based on the actual contract awards, landfill construction costs
increased by about $1 million from the original estimates.  (See the
section of this report entitled Updated Cost Components.)  However,
OHSWA used $1.4 million in operating funds to pay for some of the
estimated construction costs during 2004.  OHSWA’s Executive
Director told us that as a result of these two factors, OHSWA planned
to borrow about $400,000 less than had been originally estimated.
To properly calculate revised disposal costs, we accounted for the
$1.4 million of project costs that were paid from operating funds by
amortizing the cost over the 51 year expected useful life of the landfill.
(See the section of this report entitled Amortization of Capital
Development Costs.)

• An EFC official informed us that federal funding cuts limited the
number of projects eligible for long-term financing assistance under
EFC’s Clean Water State Revolving Fund.  OHSWA’s financial
advisor subsequently told us that the project was not included in
EFC’s most recent draft funding plan due to these funding constraints.
Because of the uncertainty of future EFC funding, we asked the
financial advisor to base annual debt service cost projections on a
more conservative assumption that OHSWA will finance the entire
borrowing with 30 year municipal revenue bonds without an EFC
subsidy.  This recalculated debt service projection has been used in
our cost analysis. OHSWA’s Executive Director and the financial
advisor said they were optimistic the landfill project would eventually
receive EFC assistance.  The EFC program subsidy would reduce
the average annual debt service by $556,000 or 29 percent of the
revised debt service estimate of $1.9 million per year.

Landfill Operating Costs When considering the landfill option officials must factor in annual costs such
as hauling waste to the landfill, operating the landfill facility, and funding of
necessary capital reserves.  In addition, all related development costs should
be estimated and considered.

Waste Transfer Hauling – OHSWA plans to hire private haulers to bring
waste from the Utica and Rome transfer stations to the landfill.  The April
2004 disposal cost estimate for this service ranged from $1.6 to $2.5 million
per year, depending on which among many prospective transportation routes
they would use.  OHSWA staff members had since identified specific routes
to be used, enabling us to narrow the projection to a single estimate.  We
also adjusted the estimate to correct an error in the number of tons hauled
and to reflect significant increases in the price of diesel fuel as of June 30,
2005.  Our updated estimate, using the same underlying methodology,
calculated the waste transportation cost to be about $1.5 million per year.
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• We calculated the aggregate haul distance based on OHSWA’s
emerging transportation plans.  OHSWA officials provided information
identifying specific truck routes and estimating the traffic allocations
among alternative routes.

• We reduced the estimated tonnage to be hauled by 13 percent, to
221,850 tons, based on a review of the amount of waste that some
commercial waste generators historically delivered to landfills at no
transportation cost to OHSWA.  These waste generators will continue
to bypass the transfer stations and deliver sludge, construction and
demolition debris, and industrial wastes directly to the regional landfill.

• As of June 30, 2005, diesel fuel price increases had added $99,000
to the estimated annual cost of transfer hauling.

Equipment Operations and Maintenance – OHSWA estimates of annual fuel,
maintenance, and repair costs for landfill operating equipment totaled
$665,000.  Officials supported these estimates with documented assumptions
about the operating hours, fuel consumption, and purchase price for each
piece of equipment.  Although the underlying methodology and assumptions
were reasonable, we increased the estimates by $129,659 (19 percent) to
reflect fuel and equipment price increases, changes to the proposed equipment
list, and reasonable adjustments to the estimated operating hours and fuel
consumption rates for several items

Omitted Costs – We identified minor landfill operating expenses that OHSWA
should have included in the cost estimates such as property insurance on the
facility ($27,000) and the annual jet cleaning of the piping in the leachate
collection system ($4,500).

Allowances for Capital
Reserve Funds

OHSWA’s 2004 disposal cost estimates included $2.5 million annually to
fund three capital reserve funds.  Future capital costs associated with these
reserves include phased expansion of the landfill liner system, routine equipment
replacement, and eventual landfill closure and post-closure maintenance.  Our
audit determined that annual costs will likely exceed OHSWA’s projections
by about $59,000.

The engineering firm engaged to review OHSWA’s cost estimates reported
that some of the underlying assumptions used to estimate the 51-year useful
life of the landfill were very conservative.  These experts calculated that if
OHSWA achieved industry norms for capacity utilization, the estimated life of
the landfill would be extended by 39 percent to about 70 years.  As a result,
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the annual allowance necessary to fund future liner extension and closure
costs could decrease proportionally.  Despite this observation, we did not
assume that OHSWA would achieve the industry norms the consultants cited.
We retained OHSWA’s conservative useful life estimate of 51 years for
calculating revised annual disposal costs.

Liner System Extension Reserve – OHSWA projected that it would need to
set aside $1.6 million annually to fund the phased expansion of the landfill
over its expected 51 years of operation.  OHSWA’s consulting engineers
supported this projection with an itemized cost schedule based on their landfill
permit design drawings.  We updated the cost estimate for the liner extension
fund by adding another $11,000 per year.  That annual cost adjustment
incorporates a $289,000 increase in the estimated cost of creating
replacement wetlands and $276,000 for the cost of installing future
groundwater monitoring wells that were omitted from the original estimate.

Closure and Post Closure Reserve – OHSWA projected it would need to
set aside $450,000 annually to fund the phased closure of the landfill and 30
years of post-closure monitoring, maintenance, and leachate disposal.
OHSWA’s consulting engineers based this projection on their analysis of
reported construction costs for four previous landfill closure projects and
previously estimated leachate disposal and groundwater monitoring costs.
We did not identify any reason to revise OHSWA’s closure and post-closure
cost estimates.

Equipment Replacement Reserve – OHSWA projected $405,000 per year
to fund the regular replacement of landfill operating equipment.  OHSWA’s
consulting engineers supported this projection with a schedule of annual
replacement allowances for each item.  We increased the annual allowance
by $48,000 to reflect net changes to the proposed landfill equipment list and
some significant price increases that occurred after OHSWA prepared the
April 2004 estimates.

Amortization of Landfill
Development Costs and
Some Construction Costs

We identified $3.6 million in capital development costs that were excluded
from the April 2004 disposal cost estimates.  In addition, officials had funded
$1.4 million in 2004 construction costs from operating revenue instead of
long term debt as originally estimated.  To properly account for this $5 million
total, we amortized it over the 51-year estimated useful life of the landfill
using the straight-line method.3 This amortization increased the disposal cost
estimate by $98,000 per year.  The details concerning these adjustments are
discussed below.

3 “Straight-line method” means we assigned an equal amount of cost to each year of
operation by simply dividing the total cost by the number of years of operation.
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Development Costs Incurred May 1, 2004 to June 30, 2005 – OHSWA
recorded $1.8 million in landfill development costs – not reflected in the disposal
cost estimate – for engineering design and bidding services, environmental
testing, legal fees for ongoing litigation, short term construction financing, and
land acquisition.  These costs were relevant to the economic decision about
whether to proceed with the landfill project, and should be included in the
cost estimate. Amortizing these costs increased the annual disposal cost
estimate by $35,000.  They are further discussed in this report under Omitted
Capital Development Costs.

Future Capital Development Costs – We identified estimated future
development costs totaling $765,000 for short term construction financing,
the cost of an OHSWA employee assigned to the construction site, and the
acquisition of adjacent property for traffic safety reasons.  Amortizing these
costs increased the annual disposal cost estimate by $15,000 per year.

Opportunity Cost4 of Landfill Property – As of June 30, 2005, OHSWA had
paid about $1 million for land on which to construct and operate the landfill.
The decision to use this land for waste disposal precluded the possibility of
realizing future revenues by selling it.  This represented an opportunity cost
that should be incorporated into the cost estimates for the project.  Amortizing
the cost of the land increased the adjusted disposal cost estimate by $20,000
per year.

Capital Construction Costs Paid From Operating Funds – We subtracted
$1.4 million from projected capital borrowing because OHSWA officials said
they had already financed these costs from current operating funds.  (See the
preceding section of this report titled Debt Service Cost.)  As these costs still
need to be included in the disposal cost estimate, we included them in the
amortization of development costs over the life of the landfill project.
Amortizing these costs increased the adjusted disposal cost estimate by
$27,000 per year.

4 “Opportunity Cost” describes the cost of forgoing an economic benefit.  In this case,
we assumed that OHSWA could have recouped the cost of purchasing the land for the
landfill if it had decided not to proceed with the project.
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OHSWA plans included issuing bonds to finance the construction of facilities
and development of the first three of 19 planned landfill cells.  The bonds will
also finance the acquisition of operating equipment, and pay for professional
services, wetlands mitigation, financing costs, and contingencies.  As the
debt matures it is to be paid by revenue generated from the landfill’s operation.
OHSWA incorporated its debt obligations into the estimated annual cost to
calculate the average disposal cost per ton of solid waste. Thus, the accuracy
of OHSWA’s estimate of the cost of the landfill construction is a critically
important question regarding the landfill’s economic feasibility.

OHSWA estimated it would cost $29.3 million to construct and equip the
landfill, including $2.6 million estimated for contingencies.  The methods
used to estimate these costs were generally complete, objective and
reasonable.  In most cases major underlying assumptions were reasonably
well-documented and verifiable. Our audit nevertheless identified a number
of necessary adjustments that increased the total initial capital cost estimate
by about $1 million or four percent.  OHSWA and its consultants
underestimated costs to construct replacement wetland areas by about
$746,000.  Capital construction costs increased by about $2.1 million due
to changes in final landfill design.  Equipment price increases added about
$495,000.  These increases were partially offset by cost decreases in other
areas such as project contingences, professional services and bond issue
costs.  Finally, the April 2004 cost estimates did not include about $2.6
million in development costs incurred after the cost estimate was prepared.

Estimated landfill capital construction costs and adjustments can be found in
Appendix E.

Updated Cost Components Wetlands Mitigation – Landfill construction will destroy some federally- and
State-protected wetland areas.  Under the detailed terms of a U.S. Army
Corps of Engineers permit, OHSWA must create approximately 20 acres of
replacement wetlands on landfill property during the initial construction phase,
and take specific actions to restore or preserve 22 acres of other off-site
wetlands areas.  The Corps also required that OHSWA create another 13
acres of replacement wetlands on the landfill property when future waste
cells are developed.

Capital Construction Costs



1717DIVISION OF LOCAL GOVERNMENT SERVICES AND ECONOMIC DEVELOPMENT

The April 2004 cost estimates included $200,000 for wetlands mitigation
during the initial construction phase.  However, as of June 30, 2005, creation
of the first eight acres of replacement wetlands had already cost $457,000
and OHSWA’s consulting engineers revised the cost estimate for the
remaining 12 acres of wetlands to $696,000.  The 2004 cost estimate also
omitted the cost of restoring or preserving 22 acres of off-site wetlands
that OHSWA staff estimated would cost about $165,000.  Based on actual
costs to date and the revised cost estimates, we calculated that wetland
mitigation work during the initial construction phase would cost about
$946,000, or $746,000 more than the original estimate.  OHSWA officials
did not retain written support for their $200,000 cost estimate and said the
projection had been based on a small, in-house experimental project.

Construction Contracts – The April 2004 cost estimates projected the
cost of the major construction phases would be about $20.7 million.  The
actual contract bid awards for 2004 and early 2005 exceeded cost estimates
by about $2.1 million, or 10 percent.  Contract awards for site preparation,
the liner system, and roadwork were consistent with the cost estimates, but
OHSWA experienced higher bid prices for the construction of major landfill
facilities such as buildings, utilities, and the leachate collection and storage
systems.  Prior to the bid opening, OHSWA officials and consultants said
cost increases were expected because OHSWA had incorporated concept
changes into the final landfill design.  The independent engineers who
reviewed the April 2004 cost estimates in May 2004 had commented that
design changes might occur between the permit and final design stages.

Capital Equipment – OHSWA officials estimated the cost of capital
equipment would be about $2.4 million based on a list of necessary landfill
equipment items and reasonable price estimates.  We identified two changes
to the estimate’s underlying assumptions, causing an increase in the cost
estimate by $495,000, or 21 percent.

• OHSWA staff members indicated there were recent price increases
totaling about $320,000 on heavier equipment items.  Manufacturer
price increases were attributed to sharp rises in the cost of steel,
and the added costs of meeting new diesel engine emission
regulations.

• OHSWA staff members identified six smaller trucks and two other
capital equipment items that should be added to the landfill
equipment list at a total cost of about $175,000.
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Contingency Allowance – The April 2004 cost estimates included a $2.6
million contingency allowance to manage cost escalation and underestimation
risks.  The contingency was based on 10 percent of project costs.  After
awarding the last of the major construction contracts in May 2005, OHSWA
decreased the contingency allowance by $2 million to $557,000 because
the majority of estimated project costs had been established through fixed-
price contracts.

Professional Services – The DEC sets specific environmental testing
requirements for landfill construction projects.  OHSWA allowed for the
cost of extraordinary soil testing requirements that landfill opponents sought.
However, a subsequent DEC administrative decision concluded that the
extraordinary testing requirements were not justified.  OHSWA, therefore,
did not incur these costs that had been estimated at $195,000.

Bond Issuance Costs – OHSWA capital cost estimates included $570,000
for bond issuance costs based on two percent of the total estimated
construction costs.  OHSWA’s financial advisor refined that estimate to
$511,000 when he prepared revised annual debt service projections for our
audit.

Omitted Capital
Development Costs

OHSWA properly excluded $11.6 million of landfill development costs that
had already been funded from OHSWA operating revenues over a 13-year
period preceding the April 2004 cost estimates.  These unrecoverable costs
were irrelevant to the economic decision about whether to proceed with the
regional landfill project. They included engineering and environmental studies,
hydrological and geological testing, legal fees, and permit application costs.

However, the April 2004 cost estimates also excluded a significant number
of similar landfill development costs that were or will be funded by operating
funds after April 2004.  From May 1, 2004 to June 30, 2005 OHSWA
incurred $1.8 million of landfill development costs that had not been considered
in the cost estimates.  The development costs were primarily for engineering
design, permitting, environmental testing, ongoing litigation, and short term
construction financing.  We also identified another $765,000 of prospective
landfill development costs as of June 30, 2005.  Finally, the April 2004 cost
estimates did not include the $1 million opportunity cost associated with the
decision to build the landfill.  (For details see the section of this report entitled
“Amortization of Landfill Development Costs and Some Construction
Costs.”)  We added these capital development costs to the revised disposal
cost estimate by amortizing the total $3.6 million over the 51 year estimated
useful life of the landfill.  These costs should have been considered in the
cost projections because they were the direct result of the decision to construct
the landfill.
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Other Potential Costs and Revenue

We identified several potential costs associated with the development of the
regional landfill that were not included in OHSWA’s estimates as well as one
potential revenue source.  OHSWA is under no legal or regulatory obligation
to implement the following initiatives, and we have not attempted to assess
their probability, associated costs or revenues.  We outlined these scenarios
below in an effort to fully disclose the potential for significant additional landfill
costs that were not included in landfill option’s economic assessment.

By-Pass Road – Officials discussed building a road that would allow waste
trucks to by-pass streets in the Village of Boonville.  The Executive Director
told us that OHSWA is not currently pursuing this option, and both the Town
and Village of Boonville have refused to discuss any landfill issues with them.

School District PILOT Agreement – The Executive Director told us that
OHSWA has not paid school taxes on the landfill property.  The local school
board voted unanimously against conducting talks with OHSWA officials on
the matter.

Enhanced Community Benefits – OHSWA included a cost estimate for
community benefits to  local governments, consistent with arrangements with
other municipalities in the region.  The Executive Director said there was also
a potential for other types of agreement with local communities to compensate
them for hosting the landfill.  However, the towns of Ava and Boonville have
both refused to discuss any landfill issues with OHSWA.

Property Value Protection Program – OHSWA staff was investigating a
program to protect or reimburse adjacent property owners, who elect to sell
their property, for the potential devaluation that might occur as a result of the
landfill being built and operated.  The program under consideration would
generally pay the property seller the difference between the hypothetical market
value of the property without the landfill and the actual sales price.

Landfill Gas Power Generation – OHSWA’s engineers estimated that the
landfill would generate enough landfill gas to warrant installation of a power
plant by the year 2013, and that production should increase through 2054.
Although OHSWA had not developed formal plans for a power plant, the
landfill design and initial construction included the station pad.  The Executive
Director said such facilities are net revenue producers for other landfills.
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Recommendations 1. OHSWA officials should revise their current, published cost estimates
based on the updated cost information contained in this report.

2. OHSWA officials should routinely update their published cost estimates
as conditions change or more accurate information becomes available.
This routine updating will provide more public transparency for this
controversial governmental operation.
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local officials’ response to this audit can be found on the following pages.
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APPENDIX B

OSC COMMENTS TO THE OHSWA RESPONSE

Note 1

These comments refer to $2.1 million that OHSWA will borrow to establish a debt service fund.  We concur
that the funds should not be classified as a cost of the landfill and have revised the disclosure in Appendix E
accordingly.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS

Our audit included the following procedures to achieve our stated audit objectives:

• We interviewed appropriate officials and staff at the Oneida-Herkimer Solid Waste Authority (OHSWA)
and a representative of the consultant engineering firm OHSWA engaged to develop the proposed
regional landfill.  We also interviewed the financial advisor OHSWA hired for services related to
project borrowing.

• We reviewed two reports on the economic costs and benefits of the proposed regional landfill.  The
reports, dated December 1997 and May 2004, were prepared by two different outside consultants
OHSWA engaged.

• We reviewed a report by the United States Environmental Protection Agency on trends in municipal
solid waste generation and disposal.

• We discussed the proposed landfill project with representatives of the State Department of
Environmental Conservation (DEC) and the State Environmental Facilities Corporation (EFC).

• We reviewed OHSWA financial records and reports, budgets, project documents, studies, contracts
and agreements, and correspondence. The project-related documents we reviewed included
Environmental Impact Statements and Local Solid Waste Management Plans OHSWA developed,
reports on the solid waste management system prepared by consultant engineers, relevant sections of
the DEC permit application and the associated engineering reports and drawings, and OHSWA waste
disposal contracts with local haulers and outside landfill facilities.  We also reviewed reports on decisions
by various Federal and State courts and the DEC regarding flow control laws and various actions filed
to either block landfill construction or the landfill operating permit application.

• We reviewed the minutes of OHSWA Board meetings for the period January 1, 2003 through January
17, 2005, and the lists of Board resolutions for the years 1989 to 2002.

• We visited OHSWA’s Eastern Transfer Station to observe waste processing operations, and the landfill
construction site to observe construction activity.

We conducted our audit in accordance with Generally Accepted Government Auditing Standards. Such
standards require that we plan and conduct our audit to adequately assess those municipal operations within
our audit scope. Further, those standards require that we understand the municipality’s management controls
and those laws, rules and regulations that are relevant to the municipality’s operations included in our scope. An
audit includes examining, on a test basis, evidence supporting transactions recorded in accounting and operating
records and applying such other auditing procedures, as we consider necessary in the circumstances. We
believe that our audit provides a reasonable basis for the findings, conclusions and recommendations contained
in this report.
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APPENDIX D

DISPOSAL COST ESTIMATES

 Annual Costs  

4/21/04 
Authority 

Estimates  
Audit 

Adjustments  
Adjusted 

Estimates  

         
 Operations & Maintenance        
 Annual Debt Service  2,004,954   (56,560)  1,948,394   
 Equipment O&M  665,000   129,659   794,659   
 Leachate Disposal  385,000   0   385,000   
 Environmental Monitoring  85,000   0   85,000   
 Labor  580,000   0   580,000   
 Utilities & Misc.  50,000   0   50,000   
 Community Benefits  255,000   0   255,000   
 Contingencies (5%)  185,000   12,520   197,520   

 Waste Transfer Hauling1  2,500,000   (926,690)  1,573,310   
 Insurance premiums  0   27,000   27,000   
 Sewer Jet service  0   4,500   4,500   
 Daily Cover Revenue  (510,000)  0   (510,000)  
 subtotal operating costs  6,199,954   (809,572)  5,390,382   
         
 Reserve Allowances        
 Landfill Liner Extension  1,600,000   11,000   1,631,000   
 Equipment Replacement  405,000   48,232   453,232   
 Closure & Post Closure  450,000   0   450,000   

 
subtotal reserve 

allowances  2,455,000   59,232   2,534,232   
         

 
Amortization of Development 
Costs2 

not 
included  97,530   97,530   

         

 
Total Annual Disposal 
Costs  $8,654,954   ($652,810)  $8,022,144   

         
 Landfill Disposal Cost Per Ton $34.62  ($2.61)  $32.09   
         
 2007 Contracted Disposal Price $49.00    $49.00  
         
 Projected Savings (per ton)   $14.38        $16.91    
           
 x  250,000 tons per year   $3,595,046        $4,227,856    

 

1 High cost estimate from Authority projections.
2 $5 million amortized over 51 years for development costs after 4/30/04, construction costs funded by operating funds, and
opportunity costs associated with land owned by OHSWA for the landfill.
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APPENDIX E

CAPITAL COST ESTIMATES

  

4/21/04 
Authority 

Estimates  
Audit 

Adjustments  
Adjusted 

Estimates 

       
Initial Landfill Capital Costs:       
Major construction contracts  20,760,000   2,103,000   22,863,000  
Capital Equipment  2,405,000   495,000   2,900,000  
Professional Services  2,760,000   (195,000)  2,565,000  
Wetlands Mitigation  200,000   745,663   945,663  
Contingencies  2,610,000   (2,052,867)  557,133  
Bond Issue Costs  570,000   (59,350)  510,650  

subtotal  29,305,000   1,036,446   30,341,446  
       

Other Development Costs 
Incurred After April 30, 20041  0   2,558,574   2,558,574  
       

Total for Initial Landfill  $29,305,000   $3,595,020   $32,900,020  
       

       
Future Landfill Capital Costs:       
Construct remaining cells  80,976,230   275,835   81,252,065  
Construct wetlands  472,500   288,600   761,100  
Closure costs  17,089,300   0   17,089,300  
Post closure maintenance  5,917,214   0   5,917,214  

Total for Future Landfill  $104,455,244   $564,435   $105,019,679  
       

       
Debt Service Reserve Fund2  0   2,100,000   2,100,000  

 
 

1  Other Development Costs includes development costs after 4/30/04, but does not include the construction costs funded
by operating funds or the opportunity cost associated with the land owned for landfill site.
2 Bonds to be issued for the project will include an amount sufficient to fund a debt service reserve fund (DSRF). The DSRF
will remain an asset of the Authority, held in escrow, and will not be expended unless Authority operations do not generate
sufficient revenues to fund the debt service payments.  Authority officials anticipate that interest earned on the DSRF will
largely offset interest expense. Consequently, we did not include interest expense on funds borrowed for the DSRF in the
disposal cost estimate
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APPENDIX G

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

To obtain copies of this report, write or visit our web page:

Office of the State Comptroller
Public Information Office
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/
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