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Meeting Purpose: 

Solicit 
Feedback:  

Community input 
on Staff 

recommendation 

 

Present 
Findings:  
Economic 

evaluation of 
extension 
options 

Provide 
Information: 

Extension 
options 

available under 
Agreement 



Agenda: 

Brief History: Alexandria/Arlington Waste-to-Energy Facility 

Overview: Disposal & Service Agreement Extension Options 

Issue at Hand: When and If to Extend Existing Agreement 

Findings:  Economic Evaluation of Alternatives 

Conclusion: Staff Recommendation and Next Steps 

Question and Answers 
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Brief History of the Alexandria/Arlington 
Waste-to-Energy Facility 

10/28/2013 

50 year typical 
operating life 

1988 
Jointly 

developed by 
City and 
County 

Processes 
975 tpd and 

generates 
21 MW of 

energy 

Excellent operating 
record 

Emissions 
record 

below EPA 
permitted 

levels 

2008/2009 
Land Use Studies 
(Industrial Use) 

New 
Agreement 

Commenced 
January 1, 

2013  



Existing Governing Agreements 

Interjurisdictional Joint 
Action Agreement 

City/County 
jointly share in 
Facility 

County provides 
Host Fee to City 

Existing Waste Disposal and 
Service Agreement 
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Provides Covanta Facility Operating 
and Site Leases (thru Oct 1, 2025) 

Provides Jurisdictions reasonably 
priced waste disposal services  

Flexibility to enhance environmental 
controls 

Option to extend term through 2038 

Potential “value” of extension is $42 
million in disposal cost savings 
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Overview 



Waste Disposal and Service Agreement 
Extension Opportunities 
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Initial Term 
Jan 2013  to Jun 

2019 

• Current rate of $43.15 per ton, escalated annually at 2.75% thru Jun 2019 

• If Extend, rate freezes (e.g. $43.15); then drops to $0 per ton from Oct 2025 thru Dec 2038 

• Jurisdictions can extend at anytime, however, Covanta can opt out from Jul 2018 thru Dec 2018 

 

Renewal 
Term  

Jul 2019 to Sep 
2025 

• If not extended during Initial Term, rate jumps to $60.56 in Jul 2019, and escalates annually at 
2.75% thru Sep 2025 

• If Extend, rate frozen thru Sep 2025; then drops to $0 from Oct 2025 thru Dec 2038 

• Jurisdiction have sole right to Extend 

 

Extension 
Term  

Oct 2025 to Dec 
2038 

• Rate is $0 per ton thru Dec 2038 

• Jurisdictions protected from Change-in-Law risks 

• Facility and site revert back to Jurisdiction ownership on January 1, 2039 



Extension Benefits and Risks 

Benefits: 

Maintains current waste disposal 
system 

Provides cost certainty (tip fee 
freezes, drops to $0 in 2025) 

Maintains below market rates 

Can provide immediate savings 

Protects against change-in-law risks 

The sooner exercised the greater 
the savings 

Savings allow expansion of reuse 
and recycling programs 

 

 

 

Risks: 

Potential future under-
leveraged Facility value 

Facility at end of its useful 
life in 2038 

Unknowns 
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Issues at Hand 



Should the Jurisdictions Extend the term of the 
Agreement and, if so, in what timeframe? 
 
In 2013-14, the Jurisdictions can: 
• Elect to Extend Agreement to 2038, maximizing 

extension option savings 
 

• Elect to make no decision (watch and wait) until June 
30, 2018 (when Covanta has the right to opt out)                      
or as late as Sept. 30, 2025 
 

• Elect to make no decision, intending to take          
ownership of Facility in 2025 
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When and If to Extend Existing  
Agreement 



• Agreement & Complementary Documents 

• Jurisdictional Planning Information 

• Current & Potential Future Markets 

• Transportation & Disposal Cost Analysis 

• Short-term Options 

• Longer-term Options 

• Risks, Benefits and Costs 

• Financial Model Developed for Three Scenarios 

Review New 
Agreement 

Solid Waste 
Market 

Analysis 

ID Issues / 
Evaluate 

Alternatives 

Cost of 
Extended Term 

Options 

Economic Analysis Process 
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Scenarios and Assumptions 

 
Base Case 

 
Case A 

 
Case B 

Extend in FY 2014  Pay Market Rate 2019-2025 
(In the range of $58-$88) 

Pay Market Rate 2019-2025 
(In the range of $58-$88) 
 

Tip Fee freezes at $43.16 
per ton then drops to $0 
in 2025 

Facility transfers back to 
Jurisdictions in working 
order in 2025 

Sell Facility in 2025, use 
proceeds to offset disposal 
costs 

Covanta operates Facility 
through 2038 

Jurisdictions operate or hire 
from 2025 to 2038 

Require operator to accept 
Jurisdictional waste through 
2038 at market rate 
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Findings 



Summary of Financial Model Findings 
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Case 
Scenario 

Unknowns Impacting Cost Forecast 
Tipping Fee  
($/ton)* 

Range in 
Tipping Fee 
($/ton)*  

Financial 
Risk 
Assessment 

Base Case - Waste Generation $16 $15 to $18 Low 

Case A - Waste Generation 
- Market Rates 
- Operating Costs 
- Capital/Maintenance Costs 

$23 ($12) to $65 High 

Case B - Potential Buyers 
- Remaining Facility Value 

$21 $5 to $28 Mid-High 

*Represents the net present value of the tipping fee over the life of the contract in current (2013) 
dollars based on a net present value discount factor  (value of money invested) of 5%. 



Comparison of Range of  
Forecasted Annual Cost Per Ton 
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Cost of Deferral 
NPV of Contract Extension Savings (5% 

discount rate) 
Loss in Savings by Waiting to Extend* 

If extend by June Savings Over 
Contract Term 

Annual Cost for 
Delay in Extension 

Cumulative Cost of 
Delay in Extension 

2014 $26.1M $0 $0 

2015 $25.6M $520,000 $520,000 

2016 $25.1M $513,000 $1,033,000 

2017 $24.6M $463,000 $1,546,000 

2018 $24.2M $413,000 $1,959,000 

*2012 agreement estimated that by exercising the extension option in FY2014, the benefit to the 
Jurisdictions would be approx. $42 million, mainly due to reduction in tip fees. The findings of the 2013 

Economic Analysis are consistent, though less due to realization of savings already achieved and the 
assumption of lower waste generation and more conservative discount rate (5% vs. 4.5%) 
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Conclusions 
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Summary of Results 

Each scenario has potential for providing cost-effective, below 
market-rate disposal options 

Base Case contains least pricing risk and is more cost 
effective in short term 

For Case A and Case B scenarios, majority of assumptions 
used in models are outside of Jurisdictions’ control so actual 
costs may vary substantially 

Both Case A and Case B have potential for revenue generation 
in favorable economic conditions and significant pricing risk 
given poor conditions 

Best option for Jurisdictions should be based on the 
Jurisdictions’ tolerance for risk 
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Staff Recommendations 

Extend Agreement in FY14: 
• Maximizes Savings and Minimizes Risks 

• Maintains Existing System 

• Provides Below Market Rates 

• Provides Stability 

Utilize Savings to Meet 2020 Recycling Target of 65%: 
• Expand Public Space Recycling (Single Stream) 

• Provide Tub Grinder (Organics Drop-off and Free Mulch) 

• Expand Organics Collection (On-call Brush, Seasonal Grass) 

• Expand Technical Assistance (Commercial, Multi-family)  

• Offer Recycling Grants (Commercial, Multi-family, Non-Profit) 

• Other (Food Waste, Packaging, C&D, Green Business Initiatives, etc.) 
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Next Steps 

Civic Engagement Process  
• Questions and Answers (Oct. 29th Meeting) 
• Collect Comment Cards (Oct. 29th Meeting) 
• Additional Comments Received Through Nov. 6th 

Docket Item at City Nov. 12th Legislative 
Meeting & Coordinated with County 

Continued Stakeholder  
    Meetings (if needed) 
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QUESTIONS AND ANSWERS 



Contact for Additional Comments 

Yon Lambert, AICP 

Deputy Director, Operations  

Alexandria Dept. of Transportation & Environmental Services 

 
E-mail:  Yon.Lambert@AlexandriaVA.gov 
Phone:  703.746.4081 (direct) 
Address: 2900 Business Center Drive 
 Alexandria, VA 22314 
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Thank You 
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