GEORGIA DEPARTMENT OF NATURAL RESOURCES

ENVIRONMENTAL PROTECTION DIVISION

SOLID WASTE MANAGEMENT

 FINANCIAL ASSURANCE MECHANISM 

FOR CLOSURE AND POST-CLOSURE CARE COSTS

FINANCIAL TEST FOR CORPORATIONS
Characteristics
This allows corporations to use a financial test to comply with the financial assurance requirements for closure, post-closure care, and corrective action.

To pass the financial test, a corporation must:

- meet the requirements of each component, (1-3) and

- the financial component must be updated annually to determine continued eligibility, and you

- must send GA EPD the company year end fiscal report

The financial test mechanism has two components:

I.    FINANCIAL COMPONENT 

II.  RECORD KEEPING and REPORTING COMPONENT
I.
FINANCIAL COMPONENT
To satisfy the financial component of the test, a firm must:

1.
A. use Alternative 1 - by demonstrating financial soundness with investment grade bond ratings by having a current rating for his most recent bond issuance of AAA, AA, A, or BBB as issued by Standard and Poor’s, or Aaa, Aa, or Baa as issued by Moody’s; 

or 

pass one of two financial ratios.

1.
B. Alternative 2 (1st of the 2 financial ratios) - To pass Alternative 2 of the financial test, the owner or operator must meet a ratio of total liabilities divided by tangible net worth, and this ratio must be less than 1.5 to pass the test.

Total Liabilities /Tangible Net Worth =                   which must be < 1.5
or
1.
C. Alternative 3 (2nd of the 2 financial ratios) - To pass Alternative 3 of the financial test, the owner or operator must meet a ratio of the sum of net income plus depreciation, depletion, and amortization, minus $10 million, to total liabilities, and this ratio must be greater than 0.1 to pass the test.  This ratio attempts to show cash flow from operations relative to the firm’s total liabilities.

[net income + depreciation + depletion + amortization] =                             -   $10 million 

=                          
  /  total liabilities =                                which must be > 0.1
To satisfy the financial component of the test, a firm also has to meet a requirement for minimum size:
2.
Minimum Size Requirement - The tangible net worth of the owner must be greater than the sum of the current estimates of the costs of closure and post-closure care and corrective action, plus any other obligations covered by a financial test, plus $10 million.

To satisfy the financial component of the test, a firm also has to meet a requirement for domestic assets:

3.
Domestic Assets Requirement - The owner or operator must have assets located in the United States at least equal to the sum of the current estimates of the costs of closure, post-closure, and corrective action, plus any obligations covered by a financial test.  This requirement is intended to ensure that funds will be available in the event of bankruptcy.


II.
RECORD KEEPING and REPORTING COMPONENT
A.
RECORD KEEPING
1.
A firm is required to update all documentation related to the financial test within 90 days of the close of its fiscal year.

2.
The financial component must be updated annually to determine continued eligibility. 

B.
REPORTING COMPONENT
Items that must be submitted to Georgia EPD each year by the owner or operator include:

1. 
Chief Financial Officer’s (CFO’s) Letter
2.
Accountant’s Opinion (an unqualified, clean opinion)


3.
Alternative Financial Assurance - If a firm no longer can meet the terms of the financial test, the owner or operator, must notify the Georgia EPD Director, and submit to Georgia EPD, alternative financial assurance within 120 days after the end of its fiscal year.

EXAMPLE LETTER - (from Chief Financial Officer of the Corporation to the GA EPD Director)
Jeffrey W. Cown, Director

Environmental Protection Division

Georgia Department of Natural Resources

4244 International Parkway, Suite 104

Atlanta, Georgia 30354
Dear Sir:

I am the chief financial officer of [name and address of firm].  This letter is in support of this firm’s use of the financial test to demonstrate financial assurance for closure, and/or post-closure, and/or corrective action care, as specified in paragraph 391-3-4-.13 of the Rules of the Department of Natural Resources, Environmental Protection Division.

[Fill out the following five paragraphs regarding facilities and associated cost estimates.  If your firm has no facilities that belong in a particular paragraph, write “None” in the space indicated.  For each facility, include its Solid Waste Handling Permit or EPA Identification Number, name, address, and current closure, and/or post-closure, and/or corrective action cost estimates.  Identify each cost estimate as to whether it is for closure, and/or post-closure, and/or corrective action care.]

1.
This firm is the owner or operator of the following facilities which are located in the State of Georgia and for which financial assurance for closure, and/or post-closure, and/or corrective action care is demonstrated through the financial test specified in paragraph 391-3-4.13.  The current closure, and/or post-closure, and/or corrective action cost estimates covered by the test are shown for each facility:   ___         .

2.
This firm guarantees, through the corporate guarantee specified in paragraph 391-3-4-.13, the closure, and/or post-closure, and/or corrective action care of the following facilities which are located in the State of Georgia and which are owned or operated by subsidiaries of this firm.  The current cost estimates for the closure, and/or post-closure, and/or corrective action care so guaranteed are shown for each facility:                         ___  .

3.
In states outside of Georgia, where EPA or some designated authority is administering financial responsibility requirements, this firm, as owner, operator, or guarantor, is demonstrating financial assurance for the closure, and/or post-closure, and/or corrective action care of the following facilities through the financial test or corporate guarantee specified in Subpart H of 40 CFR Parts 264 and 265 or through a test which is equivalent or substantially equivalent to it.  The current closure, and/or post-closure, and/or corrective action care so guarantee are shown for each facility:                           .

4.
This firm is the owner or operator of the following solid waste management facilities for which financial assurance for closure, and/or post-closure, and/or corrective action care, if a disposal facility, post-closure care, is not demonstrated either to EPA or a State through the financial test or any other financial assurance mechanism specified in Subpart H of 40 CFR Parts 264 and 265 or equivalent or estimates not covered by such financial assurance are shown for each facility:         .

5.
This firm is the owner or operator of the following UIC facilities for which financial assurance for plugging and abandonment is required under 40 CFR Part 144.  The current cost estimates for the closure, and/or post-closure, and/or corrective action care so guaranteed are shown for each facility:                                   .

The total of the current cost estimates for closure, and/or post-closure, and/or corrective action care, listed in the five numbered paragraphs above, is $                ___.  To the best of my knowledge, this figure is sufficient to execute the closure plans and to perform post-closure care, and/or corrective action responsibilities for all of the facilities listed in paragraphs 1 through 5 above.

This firm [insert “is required” or “is not required”] to file a Form 10K with the Securities and Exchange Commission (SEC) for the latest fiscal year.  The fiscal year of this firm ends on [month, day].  The figures for the following items marked with an asterisk * are derived from this firm’s independently audited, year-end financial statements for the latest completed fiscal 
year, ended [date]. 

[We must have the following information in order to consider you as a legal corporation in the state of Georgia.  

Annually your company must send the GA EPD a copy of your fiscal year ending financial statements/report. 

If you have any questions about registering with the State of Georgia contact: Georgia Secretary of State, Corporations Division, Suite 315, West Tower, 2 Martin Luther King Jr. Drive, Atlanta, Georgia 30334-1530, (404) 656-2817]
What is the name and address of the corporation that you have registered with the Georgia Secretary of State?

What is the name of the registered agent? 








What is your control number? 






What is your status? 






What is your status date?






Corporate Audit Firm: 












Mailing Address: 












Audit Team Leader-Name: 








Audit Team Leader-E-mail Address: 







Audit Team Leader-Telephone Number: 






Corporate Attorney, Address, E-mail Address & Telephone Number:

Facility EPD Permit #




Corporate Fiscal Year Ends


Corporate Financial Test - Work Sheet (page 1 of 2)
1.
Sum of current closure, post-closure, corrective action cost 

estimates [total of all cost estimates shown in the five 

numbered paragraphs above].........................................



$                      

*2.
Total liabilities [if any portion of the closure, post-

closure, corrective action cost estimates is included in total 

liabilities, you may deduct the amount of that portion from this

line and add that amount to lines 3 and 4].....................



$                      

*3.
Tangible net worth.........................................................



$                      

*4.
Net worth.......................................................................



$                      

*5.
Current assets.................................................................



$                      

*6.
Current liabilities............................................................



$                      
  7.
Net working capital [line 5 minus line 6].......................



$                      
*8.
The sum of net income plus depreciation, depletion, and

amortization....................................................................



$                       

*9.
Total assets in U.S. [The owner or operator must have 

assets located in the United States at least equal to the 

sum of the current estimates of the costs of closure, 

post-closure, and corrective action, plus any obligations 

covered by a financial test.  This requirement is intended 

to ensure that funds will be available in the event of bankruptcy.] 


$                       

Answer with Yes or  No       

10.
Is line 3 less than $10 million?...........................................


 
  

                

11.
Is line 3 at least 6 times line 1?..........................................


 


              
12.
Is line 7 at least 6 times line 1?.......................................... 





                        

13.
Is line 2 divided by line 4 less than 1.5?............................


 


                        
14.
Is line 8 minus $10 million, divided by line 2, greater than 0.1?.......................

                    
 
 

15.
Is line 5 divided by line 6 greater than 1.5?.......................


  
                    
 

Facility EPD Permit #




Corporate Fiscal Year Ends




Corporate Financial Test - Work Sheet (page 2 of 2)

1.
Sum of current closure, post-closure, & corrective action cost

 estimates (total of all cost estimates shown in the five numbered 

paragraphs above)............................................................ 





                       
2.
Current bond rating of most recent issuance of this firm

and name of rating service...............................................





 
                         
3.
Date of issuance of bond..................................................







                          
4.
Date of maturity of bond..................................................

 

              



*5.
Tangible net worth [if any portion of the closure, post-

closure, & corrective action cost estimates is included in 

total liabilities on your firm’s financial statements, you 

may add the amount of that portion to this line]..............


 


                         
*6.
Total assets in U.S..........................................................


  
            

 


     Answer with Yes or No    

7.
Is line 5 at least $10 million?.............................................


 
     

                    
*8.
The owner or operator must have assets located in the 

United States at least equal to the sum of the current 

estimates of the costs of closure, post-closure, and 

corrective action, plus any obligations covered by a 

financial test? 






  
                          
[Signature]

[Name]

[Title]

[Date]

EXAMPLE LETTER - (from Corporation’s Independent CPA to Corporation)

Copy MUST be sent to GA EPD (Keith Stevens – Address Below)

(date)
To: (Corporation Name)

We have audited, in accordance with generally accepted auditing standards, the consolidated financial statements of (firm name) and subsidiaries (the Company) for the fiscal year ended (date) and have issued an unqualified opinion in our report dated (date).  We have not performed any auditing procedures since that date.

At your request, we have read the letter dated (date) from your Chief Financial Officer to the Georgia Department of Natural Resources and compared the data therein that are specified as having been derived from the audited financial statements and/or supporting financial information of the Company for the year ended (date), referred to above, with the corresponding amounts in those financial statements or supporting financial information.  In connection with this procedure, no matters came to our attention that caused us to believe that the specific data should be adjusted.

This report is furnished solely for the use of the Company and the Georgia EPD, which  was prepared to comply with regulations of the Georgia Department of Natural Resources, Environmental Protection Division concerning financial responsibility of solid waste handling facilities, and is not to be used for any other purpose.

Sincerely,

(type name and sign, corporate address, e-mail address & telephone number)

ALL documentation MUST be sent to:


Any questions, contact: 









Keith Stevens





Keith Stevens
GA EPD - Solid Waste Management Program 

(470) 251-2515

  

4244 International Parkway, Suite 104


E-Mail: Keith.Stevens@dnr.ga.gov

Atlanta, Georgia 30354

1

