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Enclosed is Crowe Horwath’s (Crowe) assessment of a potential assignment of Sierra Disposal Service’s Solid 
Waste Services Agreement with El Dorado County (County) to Waste Connections of California, Inc. (Waste 
Connections). The County currently has a Solid Waste Services Agreement with South Tahoe Refuse Company 
Inc., dba Sierra Disposal Service (SDS), which became effective on December 2, 2014 (hereafter referred to as 
“Agreement”).  The Agreement expires in four (4) years, or on December 1, 2018, but the County has the option 
to extend the term for two (2) additional terms of three (3) years each, or through December 1, 2024. 
 
On May 12, 2015, Waste Connections and SDS jointly submitted a letter to the County requesting the County 
provide written consent to the assignment of the Agreement. This letter indicated that SDS had agreed to sell 
certain assets to Waste Connections, including its hauling assets in the western portion of the County (the letter is 
provided as Attachment A to this report). 
 
This report provides the County with selected information to use in performing due diligence related to 
consideration of the assignment of the SDS Agreement to Waste Connections. The report provides analyses of 
several factors the County can use to evaluate whether (1) Waste Connections is financially able to perform the 
contractor’s obligations, (2) Waste Connections management has adequate experience in municipal solid waste 
(MSW) services and (3) Waste Connections has consistently provided similar operations in a satisfactory manner 
to other municipalities in compliance with laws and regulations. 
 
The County requested that Crowe analyze the following three (3) factors (specified in Section 12G of the 
Agreement titled “Conditions for Obtaining the County’s Consent” [to an Assignment]): 
 

1. Financial statements of the proposed assignee for the immediately preceding five (5) operating years, 
indicating that the proposed assignee's financial status is sufficient to perform all [of the] Contractor’s 
obligations (Section 12 G(1)(c)); 
 

2. Satisfactory proof that the proposed assignee or the management thereof has at least seven (7) years of 
MSW experience on a scale equal to or exceeding the scale of operations conducted by Contractor and 
has operated in a manner consistent with its contractual obligations to other municipalities which it serves 
in respect of Assembly Bill 939 (Section 12 G(1)(d)); 
 

3. Satisfactory proof that in the last seven (7) years, the proposed assignee has maintained its waste 
management operations in a manner satisfactory to other municipalities in which it operates and in 
compliance with applicable law and regulations (Section 12 G(1)(e)). 
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This report is organized into five (5) sections as follows: 

A. Background 
B. Waste Connections Financial Information 
C. Waste Connections Management Experience 
D. Waste Connections Performance in Other Similar Jurisdictions 
E. Conclusions. 

 
There are three (3) attachments to this report: 

A. Letter from SDS and Waste Connections Requesting Assignment (May 12, 2015) 
B. Waste Connections Letters of Recommendation 
C. Survey of Waste Connections Performance in Two Other California Jurisdictions. 

A. Background 

In order to assess whether Waste Connections met the three (3) Conditions for Obtaining the County’s Consent in 
Section 12G of the Agreement, Crowe: (1) obtained and reviewed financial statements of Waste Connections 
from the proceeding five (5) years, (2) obtained background information on the experience of the proposed 
assignee and assessed whether satisfactory proof existed to show that the proposed assignee or the 
management had at least (7) years of MSW experience, and (3) reviewed maintenance records provided by the 
company related to other similar operations and identified violations of laws and regulations of similar companies 
operated by Waste Connections. 
  
B. Waste Connections Financial Information 

The County needs to assess Waste Connections current and future financial stability in order to ensure their 
financial status is sufficient to perform the Contractor’s obligations. Crowe calculated five financial ratios to assess 
Waste Connection’s financial capacity and stability. We compared Waste Connections’ financial performance to 
other similar waste management companies, including those for Republic Services and Waste Management Inc. 
(see Tables 1 through 5).  

As shown in Table 1, Waste Connections has consistently held a better asset to liability ratio over the past five 
operating years than the two other companies. This ratio shows Waste Connections has the ability to meet its 
short-term operational obligations. 

As shown in Table 2, Waste Connections has consistently held a low debt to equity ratio over the past five 
operating years, well below that of Waste Management and relatively similar to that of Republic Services. This 
ratio represents Waste Connections ability to finance growth without debt. Waste Connections’ continual 
expansion has put them in a positive financial position in which they can stimulate internal growth with equity 
rather than borrowing and increasing debt. 
 
As shown in Table 3, Waste Connections had a greater than 0.60 quick ratio over the past five operating years. 
This shows Waste Connections ability to meet its short-term obligations with its most liquid assets. A quick ratio of 
above 0.60 for the past five years means that Waste Connections has consistently had more than $0.60 of liquid 
assets available to cover each $1.00 of its current liabilities. 
 
As shown in Table 4, Waste Connection’s return on equity (ROE) ratio has been relatively constant at 
approximately 10 percent over the past five operating years. This ratio shows Waste Connections ability to 
generate profit with shareholders investments.  Waste Connections’ ROE ratios fall in between those of the other 
two companies. 
 
As shown in Table 5, Waste Connections has had a relatively stable, double digit, net profit margin in four of the 
past five operating years. This double digit ratio shows Waste Connections’ ability to produce net income through 
sales in an efficient manner. Waste Connections profit margin exceeded those of its competitors in all five years 
which may be an indicator that the company has better control over its expenses than these other companies. 
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Table 1 
Comparison of Waste Connections “Current” Ratios  
(Current Assets / Current Liabilities) to  
Similar Waste Management Industry Companies 

Year 
Waste 

Connections 
Republic 

Services Inc. 
Waste 

Management Inc. 
2014 1.02 0.76 1.04 
2013 0.95 0.83 0.83 
2012 0.87 0.73 0.80 
2011 0.88 0.76 0.78 
2010 0.85 0.47 1.00 

 
Table 2 
Comparison of Waste Connections “Debt to Equity” Ratios 
(Total Liabilities / Shareholders Equity)  
to Similar Waste Management Industry Companies 

Year 
Waste 

Connections 
Republic 

Services Inc. 
Waste 

Management Inc. 
2014 0.89 0.91 1.42 
2013 1.01 0.89 1.66 
2012 1.19 0.92 1.44 
2011 0.84 0.90 1.50 
2010 0.67 0.75 1.39 

 
Table 3 
Comparison of Waste Connections “Quick” Ratios  
(Current Assets – Inventories)/ Current Liabilities to  
Similar Waste Management Industry Companies 

Year 
Waste 

Connections 
Republic 

Services Inc. 
Waste 

Management Inc. 
2014 0.76 0.64 0.93 
2013 0.72 0.70 0.68 
2012 0.62 0.60 0.67 
2011 0.67 0.53 0.66 
2010 0.64 0.39 0.88 

 
Table 4 
Comparison of Waste Connections Return on Equity Ratios 
(Net Income/Shareholders Equity)  
to Similar Waste Management Industry Companies 

Year 
Waste 

Connections 
Republic 

Services Inc. 
Waste 

Management Inc. 
2014 10.89% 7.00% 22.43% 
2013 9.98% 7.55% 1.63% 
2012 9.72% 7.43% 13.15% 
2011 11.97% 7.59% 15.59% 
2010 9.93 % 6.57% 15.19% 
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Table 5 
Comparison of Waste Connections Net Profit Margin  
(Net Profit/Net Sales)  
to Similar Waste Management Industry Companies 

Year 
Waste 

Connections 
Republic 

Services Inc. 
Waste 

Management Inc. 
2014 11.18% 6.23% 9.27% 
2013 10.14% 7.00% 0.70% 
2012 9.57% 7.04% 5.99% 
2011 10.98% 7.19% 7.18% 
2010 10.24% 6.25% 7.61% 

 
C. Waste Connections Management Experience 

In this section, we assess whether there is satisfactory proof that the Waste Connections or its management has 
at least seven (7) years of MSW experience on a scale equal to or exceeding the scale of operations conducted 
by Contractor. We developed an organization chart of the proposed staffing for the SDS franchise under Waste 
Connections operations (see Figure 1 on the following page). The proposed team has a sufficient breadth of 
personnel and skill sets to operate the SDS franchise. 
 
We identified the proposed management structure and determined Waste Connections’ proposed franchise 
management (i.e., the Divisional Vice President and District Manager) had between 10 and 28 years of waste 
management experience (see Table 6).  The remainder of the management team had between 13 and 40 years 
of professional experience and between 5 and 28 years of waste management experience. This proposed team 
also has been in place serving the City of Placerville, Cameron Park, El Dorado Hills, and other areas of 
unincorporated El Dorado County, so the team’s experience is directly related to similar El Dorado County areas. 
 
Table 6 
Waste Connections 
Management Experience of Proposed Personnel 

 Operations Administration 

 

Divisional 
Vice 

President 
District 

Manager 

Division 
Maintenance 

Manager 
Office 

Manager 
Division 

Controller 

Community 
Relations 

Manager/HR 

Name Susan Farris Jeffrey 
England 

Jerry 
Holderman Jessie Baratta Jeff Stevens Debi Harlow 

MSW 
Experience 1988-2015 2006-2015 2010-2015 2011-2015 2006-2015 1988-2015 

MSW Years 
of Experience 28 10 6 5 10 28 

Waste 
Connections 
Experience 

2004-2015 2008-2015 2010-2015 2012-2015 2006-2015 1988-2015 

Qualifications 
27+ years of 
management 
experience 

20+ years of 
management 
experience 

40 years of 
maintenance 
& 20 years of 
management 
experience 

20+ years of 
management & 

customer 
service 

experience 

Licensed CA 
CPA since 
2006 (13 
years of 

experience) 

27+ years of 
management 
experience 
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Figure 1 
Waste Connections 
Organization Chart of Proposed Team 

 
 

 
D.  Waste Connections Performance in Other Similar Jurisdictions 

Attachment B provides three recent letters of recommendation from areas served by Waste Connections 
companies within El Dorado County. These included the City of Placerville, Cameron Park Community Services 
District, and El Dorado Hills Community Services District. These recommendation letters expressed positive 
experiences with Waste Connections and its present management team and the company’s willingness to work 
with the jurisdictions to implement new programs. 
 
Crowe also conducted telephone calls with the City of San Jose, and San Luis Obispo County, asking five (5) 
performance related questions (see Attachment C).1 The responses to these questionnaires provide evidence 
that Waste Connections has maintained its waste management operations in a manner satisfactory to other 
municipalities and in compliance with applicable law and regulations.  

 
E.  Conclusions 

Crowe reviewed financial statements of the proposed assignee for the prior five (5) operating years and found 
Waste Connection’s current financial status more than sufficient to be assigned the SDS franchise. This 
conclusion was based on a financial ratio analysis comparing Waste Connections with two other large similar 
waste management companies since 2010.  

1 These two jurisdictions represent two of the primary jurisdictions that Waste Connections provides waste collection services to in California. 
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We reviewed whether satisfactory proof exists that Waste Connections has sufficient prior experience, by 
obtaining information on Waste Connections management and staff, including their prior experience, skills and 
positions. Crowe reviewed whether there was satisfactory proof that Waste Connections maintained its operations 
in a manner satisfactory to other municipalities and in compliance with applicable laws and regulations by 
reviewing the experience of other California jurisdictions served by Waste Connections.  
 
We conclude that based on the data we have collected, and as of the time of this writing: (1) Waste Connection’s 
financial status is sufficient to perform the current Contractor’s obligations, (2) Waste Connection’s management 
has at least seven (7) years of MSW experience on a scale equal to or exceeding the scale of operations 
conducted by the current Contractor, and has operated in a manner consistent with its contractual obligations to 
other municipalities which it serves in respect of AB 939, and (3) Waste Connections has provided satisfactory 
proof that in the last seven (7) years, the company has maintained waste management operations in a manner 
satisfactory to other municipalities in which they operated and in compliance with applicable law and regulations. 
 
 

* * * * 
 

Should you have any questions regarding this report, please do not hesitate to contact Erik Nylund at (415) 230-
4963. 
 
 

Very truly yours, 

Crowe Horwath LLP 
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Attachment A 
Letter from SDS and Waste Connections Requesting Assignment (May 12, 2015) 
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Attachment A 
Letter from SDS and Waste Connections Requesting Assignment (May 12, 2015) (continued) 
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Attachment A 
Letter from SDS and Waste Connections Requesting Assignment (May 12, 2015) (continued) 
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Attachment B – Waste Connections Letters of Recommendation 
 
(1) Cameron park Community Services District, June 17, 2015 
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Attachment B – Waste Connections Letters of Recommendation (continued) 
 
(2) El Dorado Hills Community Services District, June 18, 2015 
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Attachment B – Waste Connections Letters of Recommendation (continued) 
 
(3) City of Placerville, June 18, 2015 
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Attachment C 
Survey of Waste Connections Performance in Two Other California Jurisdictions 
 
City of San Jose Questionnaire and Results: 
 
1. How has Waste Connections performed with respect to complying with terms and conditions of its 

franchise agreement? 
 
Answer: Waste Connections has performed very well with respect to complying with the terms and conditions 
of its franchise agreement. 8 out of 10 on a 1-10 scale. 
 

2. Has Waste Connections violated any laws and regulations in operating the franchise in your area? 
 
Answer: No. 
 

3. Can you identify specific areas where Waste Connections exceeded expectations? 
 
Answer: There is new management at Waste Connections. However, previous management was timely and 
made large efforts to meet community needs. The company often provides free or discounted services and 
puts on events. 
 

4. Can you identify specific areas where Waste Connections has not met expectations? 
 
Answer: Waste Connections did not always provide San Jose with the promised monthly reports. 
 

5. Are you satisfied with Waste Connections overall services? 
 
Answer: Yes. 

 
San Luis Obispo County Questionnaire and Results: 

 
1. How has Waste Connections performed with respect to complying with terms and conditions of its 

franchise agreement? 
 
Answer:  Full compliance. 
 

2. Has Waste Connections violated any laws and regulations in operating the franchise in your area? 
 
Answer: No. 
 

3. Can you identify specific areas where Waste Connections exceeded expectations? 
 
Answer: They are working to implement a new anaerobic digester facility. They have leased back some land 
to use for this facility at a very reasonable price. They also are implementing a foodwaste program. Rates 
currently are very reasonable. 
 

4. Can you identify specific areas where Waste Connections has not met expectations? 
 
Answer: They have met expectations. An area that has changed recently is that the general manager retired. 
He had been the owner of the business prior to its sale to Waste Connections. Since this time, the company 
has become more corporate. The company has argued on rate setting matters more than in the past. 
 

5. Are you satisfied with Waste Connections overall services? 
 
Answer: Yes, satisfied. 
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