BENCH REQUEST NO. 2 (to all Companies):

Please provide an estimate of the total revenues the Company anticipates receiving from the sale of recyclable materials during the 2011-2012 plan period, including any work papers that support the total revenue projection.

RESPONSE

Objection to this Request, to the extent it implies or infers that revenue share plans under RCW 81.77.185 would necessarily involve or require any projection of revenues from secondary market sales.  Without waiving this basic objection, the Respondents answer as follows:  even random, historic reviews of annual revenue sales by the Companies would reveal such an undulating pattern of revenues from 2008 to the present that any projection of revenues accruing from revenue share plans would be of little value and constitute a relative waste of accounting and administrative time in the Companies’ view.

Revenue share, as Mr. Eckhardt made clear in his remarks at the Open Meeting on October 27, 2011, has nothing formulaicly to do with the deferred accounting mechanism used for recycling commodity credits and thus has never involved any “projection forward” that is subject to true-up at the end of the reporting period as with commodity credits.  While in “budget based” revenue share plans such as those reviewed by the Commission in Order No. 10, TG-101220, 101221 and 101222, In re WUTC v. Waste Management of Washington et al. (Oct. 2011), projections of revenues and expenses are apparently necessarily important elements, performance-based revenue share plans such as those implemented by Murrey’s and American in Pierce County since 2005 have never relied upon hypothesized revenue and expense benchmarks to develop or implement a plan.  Admittedly, that is a departure from conventional business operations in which budgets and projections often provide important direction and guidance to management.  Revenue share, however, has always been viewed by the Companies and Pierce County as a program apart from any conventional financial or ratemaking analysis whose revenue results are completely outside the control of the public sector or the hauler, controlled instead solely by the vagaries of the truly world marketplace for recyclable commodities.  These have recently been on a “roller coaster ride,” plumbing the depths of valuations in late 2008 and early 2009 and restored to solid levels in much of 2010.  Projection of revenues in the current financial and recyclable sales in this environment would simply not be a useful exercise in the Respondents’ view (see Exhibit 2, bates numbers MCG 00003-4 from a contemporary trade publication in reference thereto).
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