Board Meeting

Agenda Item

December 15, 1998

Attachment 1


Scope of Work for

Information Technologies Evaluation of the Waste Tire Program

and

Captive Insurance for Solid Waste Facilities

WORK PROGRAM

Work on this contract will commence immediately upon approval by the Board.

AB 117
The contractor will assist Board staff in evaluating the performance and cost effectiveness of California's waste tire program as required by AB 117 (Escutia), and benchmarking California's program against those in other states.

The contractor’s work will be under the direction of Board staff and will be completed by the Board-established deadlines.

The contractor will provide Board staff with:

· An evaluation of the effectiveness of California's tire program.  Effectiveness will be measured in terms of cost, number of tires from stockpiles used and number of tires that are put to a "productive end use."


· Other criteria that could be used to determine environmental safety/public perception of the waste tire use, efficiency and timeliness, cost‑effectiveness, degree to which the use is truly "sustainable" (does not require government intervention), etc.


· A comparative analysis of programs that represent "best practices" in four other states and how California is "doing" compared to these states.


· An overview, with cost estimates, of tire program strategies that have proven effective in other jurisdictions and that could reasonably be implemented in California

AB 715
This contract will build on the preliminary evaluation of AB 715 recently completed by KPMG Peat Marwick for the Board.  Additional information is now needed regarding the impact of

AB 715, alternatives for mitigating potential risks associated with the statutory amendment, and appropriate criteria and best practices for the Board’s review of captive insurers.

The primary objective of this effort is to develop recommendations for the regulatory framework through which a captive insurer will be evaluated for providing closure and postclosure maintenance insurance.  Specifically, the contractor will review and evaluate:

· Potential utilization of captives in the state,


· The use of AM Best as a regulatory control mechanism,


· Current best practices used by state regulators in licensing, regulatory review, and corrective action, and


· Potential alternatives for mitigating the Board’s risk of accepting captive insurance demonstrations.

Discussion and recommendations for each of these items will be included in a report to the Board.  The contractor will also work with the Board and industry representatives in supporting the development of regulations to implement AB 715.

In order to assist staff in complying with the requirements of AB 117, the contractor will undertake three main tasks:

Task 1: Identification and preliminary evaluation of the components of California's tire program.

1. Assessment of California's tire program.

The contractor will use the Work Group's Subject Area and Issues paper as a guide to help them

organize their efforts into three larger categories for evaluating California's tire program and the

benchmarking outlined in Task 2.  Component parts of these three activities will be identified and include:

Permitting/enforcement activities encompassing:

· Tire haulers.


· Legal and illegal stockpiles.


· Landfilling.


· Monofilling.


· Enforcement powers of the Board and local agencies (established legislatively and by regulation)

Aspects of illegal tire pile clean ups, including:

· Inventory of illegal tire piles.

· Barriers to legal disposal (i.e., geographic, financial).


· Barriers to CIWMB clean up of illegal piles (i.e., access to property, fiscal resources, legal resources, etc.).


· Penalties for illegal stockpiling.


· Clean up process (including CIWMB contracting processes, disposal of cleaned up tires).

Market development activities including:

· Rubberized asphalt concrete.


· Energy recovery uses (i.e., MELP, cement kilns, etc.).


· Consumer products.


· Engineering uses.


· Research and development.

The contractor will compile a summary of California program costs and revenues, which will include:

· Point of collection of the fee.


· Program revenues.


· Program expenses (including staff, overhead, etc.).

The contractor will also compile an overview of California waste tire production and utilization including:

· Definition of waste tire.


· Number of tires imported and exported.


· Number of waste tires disposed of annually or put to a productive end use (i.e., landfilled, shredded into crumb, etc.).

Other activities in Task 1 will include attendance at working sessions with the waste tire working group.

Task 2: Benchmark California’s tire program.

Incorporating the program elements identified for California's tire program in Task 1, the contractor will benchmark California's tire program against four other states.

If practical, information gathered for California (including permitting/enforcement, illegal tire pile clean ups, market development, cost/revenues and tire production/usage) will also be gathered for the comparative states.  This information will be of a general comparative nature, rather than detailed data comparisons.  The contractor will focus on comparing program structures identifying best practices and gathering available information on successes and challenges generally.

Activities in this task will include:

· Determining which states to use in the benchmark (through discussions with Board staff,

Dr. Dana Humphrey, representatives of the Scrap Tire Council, research of innovative programs nationwide, etc.).


· Identifying appropriate tire program contacts with the selected states.


· Determining the data to collect from these states.  Based on discussions with Board staff a more general version of the information collected in Task 1 on California's tire program will likely provide sufficient comparative data.  Best practices, successes and challenges and program structures will be emphasized during data collection.


· Collecting and analyzing the data from the four comparative states.

Because of the tight deadlines for this project, the contractor will provide the Board with data from each state as it is collected and analyzed, rather than "hold" all of the information for a final report.  This information will be transmitted at briefings held with Board’s staff.  All appropriate information can be included in the optional final report.

In the benchmarking process, particular focus will be placed on the program elements identified for analysis of California's program, but also on the results of tire programs in other states in terms of:

· Reduction of legacy stockpiles (both legal and illegal).


· Efforts that have resulted in increasing the commodity value of waste tires.  (Those tires that are put to a productive end-use.)


· Program cost calculated per tire, either removed from a stockpile or used as a commodity.

As necessary, any additional information needed to complete the description of the California tire program can continue to be collected and analyzed during Task 2.
Task 3: Program recommendations and options.

Based on the information collected regarding California's tire program (Task 1) and the benchmark (Task 2), the contractor will provide the Board with:

· A synopsis of new tire program options for the agency's consideration.  The options will be of successful programs identified in other states or on variations of “best practices” programs identified in the course of our research.


· Estimated costs (based on experiences in other states) of those programs.

· This document will be in "menu" form to assist the Board staff with determining those programs or options to present to the Board which will reduce stockpiles, increase productive end uses of waste tires and/or enhance revenues to finance alternative or additional programs.

In order to assist staff in developing regulations to implement AB 715, the contractor will undertake six main tasks:

Task 4: Review and quantify closure and postclosure maintenance requirements for potential captive insurance applicants.
The contractor will review and compare financial assurance mechanisms currently in place for Waste Management, Inc., Browning Ferris Industries, and Allied Waste.  This analysis will allow the contractor and the Board to determine potential risks associated with AB 715 in comparison to risks the Board is currently exposed to.

Task 5: Evaluate the use of AM Best as a regulatory control mechanism.
The contractor will further evaluate the AM Best rating process to determine the appropriateness of using AM Best as a regulatory mechanism.  This task is intended to determine if AM Best is well suited to be used as the primary control mechanism for captive insurers or if additional regulations are needed.

Task 6: Evaluate current best practices used by regulators in licensing, regulatory review, and corrective action.
The contractor will continue to review state licensing requirements to develop a list of best practices used in other states for reviewing captive insurers and other similar insurance programs.  As a result of this review, the contractor will compile best practice information from other states that license and accept captive insurers.

Task 7: Develop potential alternatives for mitigating risk.
The contractor will review and evaluate alternatives to potentially mitigate risks associated with captive insurers.

Task 8: Develop report.
The contractor will prepare a report and present its findings to the Board, including an analysis of AM Best, best practices, alternatives to mitigate potential risk, and recommendations regarding potential regulatory framework.

Task 9: Implementation support.
At the Board’s direction, the contractor will continue to work with the Board to support the development of regulations to implement the statutory amendments of AB 715.

DELIVERABLES

AB 117

The Board indicated that the contractor’s work products need to comply with critical deadlines.  Therefore, the contractor will provide the Board with information as it is gathered and analyzed.  The information from Tasks 1, 2 and 3 will be provided individually at the appropriate point in each task either verbally or by a brief written report to Board staff.  The contractor will provide one written summary report (incorporating the results from Tasks 1-3) to the Board by March 31, 1999.
AB 715
The deliverables for this project will include a draft report for Board staff review and comment, a final report and presentation by March 1, 1999 detailing the contractor’s findings and recommendations, and support for the development of regulations to implement the statutory amendments of AB 715.

Tentative Project Timeline

TASK 1

· Preliminary assessment of California's tire program; identify program elements to assess; research, collect, and analyze data; compile comparative charts; attendance at Tire Legislation Work Group meetings; and focus on permitting/enforcement of illegal tire pile clean ups, market development activities, and cost effectiveness of program.

To be completed before February 1, 1999

TASK 2

Benchmarking other states; determine comparative states; identify appropriate tire program contacts; determine data to be collected; collect and analyze data; focus on reduction of legacy stockpiles, increasing commodity value of fires and cost effectiveness of programs.

To be completed before February 15, 1999

TASK 3

· Program recommendations and options; a synopsis of program options for the agency's consideration; and estimated costs (based on experiences in other states) of those programs.

Preliminary report by March 1, 1999, with a final report due by March 31, 1999.

TASK 4

· Review and compare current closure and postclosure maintenance financial assurance requirements against the use of captive insurance; and quantify potential risks of accepting captive insurance for closure and postclosure maintenance financial assurance demonstrations.

To be completed before January 29, 1999

TASK 5

· Evaluate the AM Best rating process; and compare AB Best ratings methods to current controlled regulatory financial assurance mechanisms.

To be completed before January 29, 1999

TASK 6

· Develop and compile a list of the best practices used in other states for reviewing captive insurers; and evaluate best practices used by regulators in licensing, regulatory review, and corrective action of captive insurers.


To be completed before January 29, 1999
TASK 7

· Review and evaluate alternative to mitigate risks associated with acceptance of captive insurers.

To be completed before January 29, 1999
TASK 8

· Prepare a report and present findings to the Board.

· To be completed before March 1, 1999

TASK 9

· Work with Board staff on the development of regulations to implement the statutory amendments of AB 715.

To be completed during 1999/2000 rulemaking process
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