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RAMSEY/WASHINGTON
RECYCLING & ENERGY

MEETING NOTICE
RAMSEY/WASHINGTON RECYCLING & ENERGY BOARD

Date: Thursday, May 28, 2020

Time: 10:00 a.m. to 12:00 p.m.

Virtual meeting: https://zoom.us/j/97959606472?pwd=bW9sTzBVL3BVNmMx6MFppQmp3eVhjZz09
Meeting ID: 979 5960 6472 | Password: 111810 | Phone 1-312-626-6799

The Chair of the Ramsey/Washington Recycling and Energy Board has determined that an in-person meeting is not
practical or prudent because of the COVID-19 pandemic and the declared state and local emergencies. Commissioners
will participate by telephone or other electronic means and the Board meeting will be conducted pursuant to and in
compliance with Minnesota Statute 13D.021 and 13D.04 Subd. 3. Members of the public will be able to watch the
public meeting live online.
AGENDA:

I.  Call to Order and Commissioner Roll Call

Il Approval of Agenda Action Page 1

lll.  Approval of Minutes
a. January 23, 2020 Board Minutes Action Page 2
b. March 12, 2020 Board Workshop Minutes Action Page 6
IV. Consent Agenda
V. Governance
VL. Management and Administration
VII.  Policy
a. Termination of Negotiations with Enerkem Action Page 11

b. Enhancements Financing Report Discussion  Page 14

VIII.  Updates and Reports
a. Facility Update Information Page 72

IX.  Other
X. Adjourn

Next Meeting:
Thursday, June 25, 2020 | 10:00 am-12:00 pm | Zoom meeting


https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fzoom.us%2Fj%2F97959606472%3Fpwd%3DbW9sTzBVL3BVNmx6MFppQmp3eVhjZz09&data=02%7C01%7CJody.Tharp%40CO.RAMSEY.MN.US%7Cd060be1ef0a044e2b58808d7f8df77a6%7Cc073ebb35b56471386cf555efc97f68f%7C0%7C0%7C637251510970548397&sdata=vNDnCiImrYn3dM6IR2Z7jBVTajIN9eRYcgqzRkoeTWk%3D&reserved=0
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RAMSEY/WASHINGTON
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THURSDAY, JANUARY 23, 2020
RAMSEY/WASHINGTON RECYCLING & ENERGY BOARD MINUTES

A meeting of the Ramsey/Washington Recycling & Energy Board (R&E Board) was held at 10:00 a.m. on
Thursday, January 23, 2020 at Ramsey County Environmental Health, 2785 White Bear Ave. N., Suite
350, Maplewood, Minnesota.

MEMBERS PRESENT

Commissioners Wayne Johnson, Stan Karwoski (Alt), Gary Kriesel, Fran Miron, Lisa Weik — Washington
County

Commissioners Toni Carter, Trista MatasCastillo, Mary Jo McGuire, Rafael Ortega, Victoria Reinhardt —
Ramsey County

MEMBERS ABSENT
Commissioner Jim McDonough (Alt) — Ramsey County

EX-OFFICIO MEMBERS PRESENT
Dave Benke, MPCA
Dan Lund, Mayor, City of Newport

ALSO ATTENDING

Zitlali Chavez Ayala, Leigh Behrens, Mary Elizabeth Berglund, Gary Bruns, David Dean, Dan Donkers,
Dushani Dye, Jamie Giesen, Kelli Hall, Zack Hansen, Sam Hanson, Sam Holl, Filsan Ibrahim, Kevin
Johnson, Lowell Johnson, Katie Keller, Nate Klett, Nick Kluge, Kevin Magnuson, Andrea McKennan, Tate
Moeller, Leo Moreno, Ahmed Nawal, Jennifer O’Rourke, Jessica Paquin, Michael Reed, Mark Riegel, John
Ristad, Afriani Rohim, Minette Saulog, John Springman, Nikki Stewart, David Suinkonen, Jody Tharp, Jeff
Travis, Ryan Tritz, Kris Wehlage, Tim Williams, Joe Wozniak

CALL TO ORDER/APPROVAL OF THE AGENDA
Chair Miron called the meeting to order at 10:07 a.m. Introductions were made.

Commissioner McGuire moved; seconded by Commissioner Weik to approve the agenda.
Roll Call: Ayes: 7 Nays: O Motion Carried.
APPROVAL OF BOARD MINUTES - September 26, 2019
Commissioner Reinhardt moved, seconded by Commissioner MatasCastillo, to approve the September

26, 2019 R&E Board minutes.

Roll Call: Ayes: 7 Nays: O Motion Carried.
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CONSENT AGENDA
No agenda items.

GOVERNANCE

Election of Officers

Nikki Stewart reviewed the Bylaws specifying the biennial term of office for the secretary/treasurer.
2020 begins a new term. Commissioners were asked to nominate and elect the Ramsey/Washington
Recycling & Energy Board (R&E Board) secretary/treasurer.

Commissioner Carter arrived.

Commissioner MatasCastillo moved to nominate Commissioner Carter as secretary/treasurer for the
term 2020-2022. Commissioner MatasCastillo moved, seconded by Commissioner Reinhardt to approve
the nomination. The R&E Board:

e Approves the election of Commissioner Carter as secretary/treasurer for the term 2020-2022.
Roll Call: Ayes: 7 Nays: O Motion Carried.

Appointments to the Facility & Finance Committee

Nikki Stewart reviewed the Bylaws specifying an annual term for members of the Facility & Finance
Committee. Members are appointed by the chair each year and ratified by majority vote of the R&E
Board.

Chair Miron recommended Commissioner Johnson, Commissioner Carter, and Commissioner
MatasCastillo as members of the Facility & Finance Committee for the term 2020-2021.

Commissioner Kriesel moved, seconded by Commissioner Carter to ratify the appointments. The R&E
Board:

e Ratifies the appointment of Commissioners Johnson, Carter, and MatasCastillo to the R&E Facility
& Finance Committee for the 2020-2021 term.

Roll Call: Ayes: 8 Nays: O Motion Carried.

Bylaw Amendment: Enterprise Reserve Fund (ERF)

Zack Hansen reviewed the September 26, 2019 approval of the mandatory 30-day notice for
amendment of the Bylaws modifying the Operating Reserve Fund (ORF) and creating an Enterprise
Reserve Fund (ERF) maintained by Recycling & Energy (R&E).

Hansen summarized the resolution for the proposed amendment to the R&E Bylaws.

Commissioner Reinhardt moved, seconded by Commissioner Johnson to approve amendment to the
Bylaws following the mandatory 30-day notice. The R&E Board:
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e Approves the amendment to the Bylaws to change Article V. Section 10 modifying provisions
related to the Operating Reserve Fund and creating an Enterprise Reserve Fund.

Roll Call: Ayes: 7 Nays: O Motion Carried.

Commissioner Ortega arrived.

MANAGEMENT AND ADMINISTRATION

2020 R&E Board and Committee Schedule

Nikki Stewart introduced a proposed calendar of meetings of the R&E Board, Executive Committee, and
Facility and Finance Committee for 2020. Dates and anticipated topics are proposed, understanding that
changes may be necessary as the year progresses. Zack Hansen explained that, while the 2020-2021
budget has been approved, the Facility & Finance Committee will be reviewing the second year of the
budget. He also observed that the work of the board and committees is weighted heavily to the first half
of the year. Commissioner Reinhardt requested an alternate date for September 2020, due to
commissioner participation in RailVolution. Staff agreed to work with commissioner schedules for an
alternate date. A request was made to add the schedule as an addendum to Resolution R&EB-2020-02.

Commissioner MatasCastillo moved, seconded by Commissioner Ortega, to approve the 2020 R&E Board
and Committee Schedule, with an alternate date to be arranged for September. The R&E Board:

e Approves the 2020 R&E Board and Committee Schedule, and

e All meetings shall be at the offices of Ramsey County Environmental Health located at 2785
White Bear Avenue North, Suite 350, Maplewood, MN, 55109, unless otherwise changed by
board action.

Roll Call: Ayes: 9 Nays: O Motion Carried.

Procurement Report

Sam Holl, Contract Manager, provided a written report of all contracts and amendments executed under
authority of the R&E Board’s procurement guidelines for the period September 1, 2019 through January
1, 2020. Zack Hansen pointed out that a new format for these reports provides additional information
requested by the commissioners.

BizRecycling Grant Guidelines

Sam Hanson, Joint Activities Manager, provided an overview of joint activities and 2019 progress on
goals. He identified areas that fall into joint activities for 2020-21 funding and areas that will be pursued
under the Ramsey-only budget. These areas are pilot areas in which Ramsey will begin the work and, at
some point in the future, Washington County will hopefully contribute funding and benefit from the
work started in Ramsey County.

Hanson explained updates to the BizRecycling Guidelines that reflect the changes in grant monies
available in the 2020-21 budgets. Multi-unit residential dwellings have been added to the institutions
eligible for grants, and a new focus will be on food waste reduction and organics.

A request was made that future updates be presented as separate: joint activities and Ramsey-only
initiatives.
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POLICY
No agenda items.

UPDATES AND REPORTS

Legislative Update: Bonding Request

Jennifer O’Rourke, Ramsey County Director of Government Relations, provided an update on the
upcoming legislative session, which begins February 11, 2020.

OTHER

Report: St. Paul Cogeneration (St. Paul Cogen)

Commissioner Reinhardt provided an overview of a meeting held Wednesday, January 22, 2020 to
explore the impact of emerald ash borer, the handling of wood waste by St. Paul Cogeneration, and the
requests for funding to continue operations and to extend the agreement between St. Paul Cogen and
Xcel Energy through 2023. U.S. Rep. Betty McCollum joined a group of state lawmakers, county
commissioners and other officials at the Environmental Wood Supply facility. Rep. McCollum provided
an update from the national level.

ADJOURN

Commissioner Reinhardt moved, seconded by Commissioner MatasCastillo to adjourn. The meeting was
adjourned at 11:40 a.m.

ATTESTED TO:

Approved:
May 28, 2020 Commissioner Fran Miron, Chair

Approved:
May 28, 2020
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THURSDAY, MARCH 12, 2020
RAMSEY/WASHINGTON RECYCLING & ENERGY BOARD WORKSHOP MINUTES

A workshop of the Ramsey/Washington Recycling & Energy Board (R&E Board) was held at 10:00 a.m.
on Thursday, March 12, 2020 at Ramsey County Environmental Health, 2785 White Bear Ave. N., Suite
350, Maplewood, Minnesota.

MEMBERS PRESENT
Commissioners Wayne Johnson, Gary Kriesel, Fran Miron, Lisa Weik — Washington County
Commissioners Toni Carter, Trista MatasCastillo, Rafael Ortega, Victoria Reinhardt — Ramsey County

MEMBERS ABSENT
Commissioners Mary Jo McGuire, Jim McDonough (Alt) — Ramsey County
Commissioner Stan Karwoski (Alt) — Washington County

EX-OFFICIO MEMBERS
Dave Benke, MPCA — Present
Dan Lund, Mayor, City of Newport — Absent

ALSO ATTENDING

Caroline Arkesteyn, Zitlali Chavez Ayala, Leigh Behrens, Dee Bernard, Shannon Conk, Kevin Corbid, Max
Dalton, Dan Donkers, Tim Farnan, Leslie Duling McCollam, Rae Eden Frank, Jamie Giesen, Kelli Hall, Zack
Hansen, Sam Hanson, Sam Holl, Filsan Ibrahim, Fatima Janati, Kevin Johnson, Hannah Keller, Katie Keller,
Jennefer Klennert, Nathan Klett, Kevin Magnuson, Ashley Marston, Andrea McKennan, Leo Moreno,
Mike Moroz, Rob Murray, Michael Reed, Mark Riegel, John Ristad, Afriani Rohim, Minette Saulog, Ken
Smith, Nikki Stewart, David Suinkonen, Jody Tharp, Mark Thompson, Ryan Tritz, George Walter, Kris
Wehlage, Jim Wollschlager, Susan Young

CALL TO ORDER/APPROVAL OF THE AGENDA
Chair Miron called the workshop to order at 10:00 am. Commissioner MatasCastillo moved, seconded by
Commissioner Johnson, to approve the agenda.

Roll Call: Ayes: 8 Nays: 0 Motion Carried.
Introductions were made. Commissioner Miron introduced the purpose of the workshop.

MANAGING WOOD WASTE ASSOCIATED WITH EMERALD ASH BORER
Ken Smith, Ever-Green Energy and St. Paul CoGen, introduced the topic and provided an overview of
facility, which receives significant material from Hennepin, Ramsey, Washington, and Anoka counties.

Commissioner MatasCastillo asked if there is a predicted peak for emerald ash borer (EAB). Smith
responded that the state completed a report estimating acceleration in years 9-10, which is where we
are currently. The outbreak plays out over the course of 20 years.
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Commissioner Reinhardt noted that, while touring the wood waste site and facility, Rep. Betty
McCollum spoke of the need for federal money for addressing EAB wood waste and reforestation, which
have implications related to climate change. Commissioner Reinhardt met with Rep. McCollum in
Washington, D.C., and received reassurance that she wants to support this effort with federal dollars.
Commissioner Reinhardt also met with Sen. Tina Smith's office and Rep. Angie Craig's office.

Commissioner MatasCastillo commented that Rep. Hansen has introduced bill for $10 million for
reforestation, which is moving forward. Smith said that the tree canopy in the state is anywhere from
20-60% ash.

Commissioner Miron commented that state-owned properties are considerable contributors to the
facility, as well as counties and cities. Smith confirmed that city, county and state entities, as well as the
National Guard, all bring wood waste to the site.

Commissioner Miron commented that there is concern about tree removal costs for fixed or low-income
property owners, as well as public health and safety hazards for trees not removed. Smith responded
that stricken ash trees are particularly dangerous, in that they become brittle and break apart. Many
are seen around multi-family dwellings and in lower income neighborhoods, and they do pose a public
safety and equity issue.

Commissioner MatasCastillo asked whether there is additional information about technology that
CoGen is considering for future processing needs. Smith responded that CoGen has not settled on any
one technology. They are evaluating a variety of technologies and anticipate an integrated system with
multiple technologies.

Commissioner Miron said that in testimony before the legislature, cities report that they are treating
trees to try to protect them from EAB. Smith responded that cities are selecting certain trees, such as
boulevard trees, for treatment every two years, but that these trees will need to come down eventually.

Commissioner Miron commented that trees affected by Dutch elm disease are still being removed, so
clearly this is a long-term situation. Smith indicated a key difference between the two is that Dutch elm
is a contact spread, whereas EAB takes flight, being spread by insects.

Commissioner Miron shared an analogy he has seen that helps visualize the problem: 1.6-1.7 million
tons of EAB-related wood waste will have to be dealt with and, if ground up, semi-truckloads would
extend from St. Paul to New Orleans.

Commissioner Miron asked Dave Benke from MPCA if he wished to add anything. Benke said the
Environmental Quality Board (EQB) is identifying an array of action steps — including slowing spread,
managing diseased trees, reforestation, and repurposing wood from felled trees — as well as dollars
needed.

LEGISLATIVE UPDATE
Dan Donkers presented an update on legislative action for the state bonding requests.

Commissioner Reinhardt said she took a call this morning from the Governor's office regarding the
supplemental budget. The Governor's budget will not provide money for CoGen. The Governor’s office
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indicated that funding for CoGen would likely have been in the budget if not for the current COVID-19
situation. Ken Smith responded that he had also received a similar call this morning.

Dan Donkers indicated the $1.5 billion state surplus is up in the air. The counties’ bonding request for
R&E Center enhancements was for $21 million. The Governor's bonding package had $8 million included
for the R&E project.

Other bills being watched address:
e Development of renewable natural gas
e SCORE solid waste management tax — potentially shifting out of General Fund and into
Environmental Fund
e  Funds to support recycling in multi-units and businesses
e Bans/restrictions on TCE
e PFOS management

Commissioner Miron said that when Sen. Kent toured the R&E Center, she commented about being
opposed to burning. Commissioner Miron pointed out that work moving forward (anaerobic digestion,
DCBs) will reduce the amount of waste being incinerated — an important point to make in
communicating about R&E Center enhancements.

JOINT ACTIVITIES - PROGRESS REPORT
Sam Hanson presented an update on the work being done by Joint Activities teams.

Staffing
Joint Activities is now fully staffed, with two new program coordinators who will work on outreach
efforts and joint activities projects.

BizRecycling
Hanson shared some BizRecycling success stories from the past year.

Commissioner Weik commented that she noticed trash cans at a Woodbury grocery store are labeled
"waste to energy - this trash goes to facilities that generate energy." She asked how long we can
anticipate this to be true. Hanson responded that we have until 2027 when Xcel takes Red Wing and
Mankato offline.

Commissioner Reinhardt commented that the concern is that Xcel might move that up to 2023.

Multi-Units
There has been a significant increase in interest by multi-units for assistance setting up systems for their
buildings and residents. Two examples:
e Red Rock Square - 70% reduction in trash; doubled collection of recycling
e Shamrock Court - Residents signed recycling agreements; BizRecycling assisted with bins, signs,
and translation in nine languages

Food Waste Reduction
Second Harvest Heartland has recovered 25,035 tons of food since 2015.
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Ramsey-Only Joint Activities
Sam Hanson provided an update on Ramsey-only Joint Activities efforts in business pollution prevention,
creation of a community resource hub, and compost market development.

Commissioner Carter asked whether school tours are running again. Hanson replied that R&E is working
on the tour room experience with design firm 106 Group and anticipating school tours to resume in fall
2020. Tours are currently available on a small scale by request, but are not being marketed.

R&E CENTER ENHANCEMENTS
Nikki Stewart introduced an update on the R&E Center Enhancements.

Enhancement Design/Engineering, Planning, Timeline
Sam Holl explained the phases for center enhancements.

Commissioner MatasCastillo observed that the schedule is very aggressive. Zack Hansen responded that
R&E already has architect/engineering firms secured for construction design and construction
management and is on track to meet the schedule.

Commissioner MatasCastillo asked whether permitting can be obtained as quickly as represented in the
plan. Hansen responded that permitting could shift into the beginning in 2021.

Commissioner Ortega asked about the status of RFPs related to center enhancements. Holl responded
that we are in the schematic/design phase and that draft RFPs will be developed as part of that work.

Commissioner Ortega commented on the importance that the timeline not be the driver of the project.
Ortega stressed the importance of securing vendors that are able to meet the needs and expectations
for the project, even if that requires a less aggressive timeline.

Commissioner Reinhardt asked if the footprint of the facility is being expanded. Hansen responded that

R&E is adding a building to north side of the facility for DCB processing. The R&E Center will be handling
the same volume of waste as it currently is. The facility will not be taking more garbage; rather, it will be
sorting and processing it differently.

Financing
Zack Hansen presented an update on financing for the R&E Center enhancements.

Commissioner Kriesel asked when we will know whether the local match is confirmed. Hansen
responded that a draft report will be presented at the April 16 Facility & Finance Committee meeting
that reflects what we know at that time. May 28 is the key R&E Board decision date on how to proceed
with financing. Financing staff from both counties are working on new options, given the downturn in
the economy. They are also creating scenarios that look at contingencies such as the cost of delays.

Commissioner Ortega asked what assumptions are being considered around cost of delay. Hansen cited
construction costs, equipment costs, construction/architectural work being done twice and construction
mobilization twice.

Community Engagement
Andrea McKennan presented an update on community engagement work related to DCBs.
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Commissioner Carter asked what happens to the bags at the end of this process. Zack Hansen responded
that they will be sent to a composting or anaerobic digestion facility.

Commissioner MatasCastillo emphasized that the bags themselves should not go to landfill.

Anaerobic Digestion
Held for April 16" meeting.

OTHER: PLANNING FOR COVID-19
Zack Hansen explained R&E’s continuity of operations plan:
e Essential functions at the R&E Center must continue to operate 24/7 (deemed an essential
public function)
e Cross training of staff
e Telework policy and technology (testing this week)
e Supply chains are being examined
e Looking at HR policies to ensure support for both union and non-union staff
e Preparing for internal and external communications

Commissioner Kriesel left the meeting.
Commissioner Johnson asked about the likelihood of the entire R&E Center being shut down. Hansen
replied that the facility runs three lines and can shift operations as needed to keep at least one line

running at all times. R&E is looking at OSHA recommendations/precautions.

Commissioner Miron expressed appreciation for the work being done by R&E and the thoughtfulness in
planning and addressing these issues.

Next R&E Board meeting: Thursday, April 16, 10 a.m., followed by Facility & Finance Committee
meeting at 12:30 p.m.

Commissioner Miron adjourned the meeting at 12:11 pm.

ATTESTED TO:

Approved:

May 28, 2020 Commissioner Fran Miron, Chair

Approved:

May 28, 2020
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R&E BOARD MEETING DATE: May 28, 2020 AGENDA ITEM: Vil.a.
SUBJECT: Termination of Negotiations with Enerkem
TYPE OF ITEM: X
. INFORMATION . POLICY DISCUSSION ACTION - CONSENT

SUBMITTED BY: Facility & Finance Committee

R&E BOARD ACTION REQUESTED:

1. Authorize the JLT to terminate negotiations with Enerkem, Inc. for acceptance of refuse derived
fuel (RDF) for use in a gasification facility.

2. Authorizes the JLT to aggressively identify and evaluate alternate markets for RDF and other
products derived from solid waste.

EXECUTIVE SUMMARY:

At its meeting on January 24, 2019, the Recycling & Energy Board (R&E Board) authorized the Joint
Leadership Team (JLT) to enter into contract negotiations with Enerkem, Inc. for acceptance of RDF for use
in a gasification facility (Res. No. R&EB — 2019 — 03). This action followed a two-phase gasification
procurement process, in which Enerkem, Inc. and OWS, Inc. both submitted proposals to phase | request
for proposals (RFP). At its September 2018 meeting, the R&E Board approved Enerkem, Inc. be invited to
respond to the phase Il RFP.

Enerkem partnered with SKB, Inc. in proposing to build a facility in Dakota County to manage mixed
municipal solid waste (MSW) and convert it into refuse derived fuel (RDF) for use in a gasification process.
Enerkem, in responding to the RFP, had proposed to take 50,000 tons per year of RDF from R&E. Enerkem
also envisioned building a gasification facility capable of handling all RDF produced by the R&E Center in
the future.

Since January 2019, the JLT has attempted to initiate negotiations with Enerkem. In mid-2019, Enerkem
informed the JLT that one of its major investment partners had backed out, citing concerns that the
Enerkem facility could not meet the requirements needed to benefit from the California low carbon fuel
standard, a key economic benefit to the project. Since that time, Enerkem has failed to find another
investment partner. Also during that time, there was substantial leadership and staff turnover at Enerkem,
making it clear that little attention was being paid to the Minnesota project.

The JLT and Foth reached out to Enerkem several times in 2019 and early 2020, and in each instance the
status of Enerkem’s project did not change. The Metropolitan Council had sought and received

1"
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authorization from the Minnesota legislature to provide a $1.5 million grant for a wastewater reuse grant that would
serve the Enerkem Facility with a July 1, 2019 deadline for contracting. Enerkem missed the deadline, and the grant
was forfeited.

For these reasons, the JLT recommends termination of negotiations with Enerkem, Inc. This will allow the JLT to more
freely pursue alternative uses for MSW and RDF from the R&E Center. Enerkem has been contacted about
terminating negotiations and is agreeable with it.

Ramsey and Washington counties have been evaluating alternate waste management technologies for nearly two
decades, and more aggressively since 2013. Gasification of waste, an emerging technology with a lot of promise, is a
viable method of recovering resources from waste. There are several firms developing and planning use of this
technology. Ending negotiations with Enerkem allows R&E to more freely engage other firms. It also provides R&E
with the opportunity to explore other technologies for use of RDF and MSW.

The Facility & Finance Committee discussed this at its May 21, 2020 meeting and recommends approval.

ATTACHMENTS:

1. Draft Resolution

FINANCIAL IMPLICATIONS:

There were no financial commitments associated with entering into negotiations, and no
commitments were made to Enerkem.

AUTHORIZED SIGNATURES DATE

JOINT LEADERSHIP TEAM gm\ 5/22/20

Ul ST A

Dol by«v

Ly

RAMSEY COUNTY ATTORNEY %— 5/22/20

WASHINGTON COUNTY ATTORNEY Z,%‘W C— 5/22/20
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Draft Resolution: Termination of Negotiations with Enerkem

RESOLUTION R&EB-2020-03

WHEREAS, The Ramsey/Washington Recycling & Energy Board (“R&E Board”) is governed by the
amended and restated joint powers agreement by and between Ramsey County and Washington County
dated September 22, 2015 (“Joint Powers Agreement”); and

WHEREAS, The R&E Board, and its predecessor the Ramsey/Washington County Resource
Recovery Project Board (“Project Board”), invested considerable time and effort into evaluating the
future of the solid waste system in the East Metro area; and

WHEREAS, As part of that evaluation, the Project Board and R&E Board investigated and
evaluated different waste management technologies, including gasification systems that convert waste
to fuels and industrial chemicals and other products; and

WHEREAS, The Scope for Resource Management, which outlines the strategic direction for
waste management, includes use of refuse derived fuel (“RDF”) produced at the Recycling & Energy
Center (“R&E Center”) in gasification systems; and

WHEREAS, At its meeting on March 22, 2018, the R&E Board approved a two-phase
procurement process and authorized the Joint Leadership Team (“JLT”) to release of the first phase RFP
(Resolution 2018-R&EB-10); and

WHEREAS, At its meeting on September 27, 2018, the R&E Board approved the selection of
Enerkem, Inc. to receive a phase Il RFP (Resolution 2018-R&EB-18); and

WHERAS, At its meeting on January 24, 2019 the R&E Board authorized the JLT to enter into
negotiations with Enerkem (Resolution R&EB-2019-03); and

WHEREAS, Because of loss of an investor and a change in business direction, Enerkem has not
entered into negotiations with R&E and has agreed to terminate negotiations. NOW, THEREFORE, BE IT

RESOLVED, The R&E Board hereby authorizes the JLT to terminate negotiations with Enerkem,
Inc. for acceptance of refuse derived fuel (RDF) for use in a gasification facility. BE IT FURTHER

RESOLVED, The R&E Board hereby authorizes the JLT to aggressively identify and evaluate
alternate markets for RDF and other products derived from solid waste.

Board Chair
May 28, 2020

Attest
May 28, 2020
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RECYCLING & ENERGY
R&E BOARD MEETING DATE: May 28, 2020 AGENDA ITEM: Vil.b.
SUBJECT: Enhancements Financing Report
TYPE OF ITEM: L] INFORMATION POLICY DISCUSSION ] ACTION

SUBMITTED BY: Joint Leadership Team (JLT)

R&E BOARD ACTION REQUESTED:

For Discussion Only

EXECUTIVE SUMMARY:

Because a bonding bill did not pass during the regular session of the legislature, the Joint Leadership Team
(JLT) recommends that the Committee and R&E Board discuss the report and resolution, and wait to take
any action until the result of state bonding is known.

A copy of a draft resolution is attached for discussion purposes.

The Recycling & Energy Board (R&E Board) has been engaged in policy development to achieve
environmental, economic and social benefits through the Recycling & Energy Center (R&E Center) since
2013. As a step to achieve the next phase, the R&E Center will require expansion and system improvements.
At its May 2019 meeting, the board stated its intent to move forward with the enhancements. This
triggered a series of actions, including approval of financing and procurement plans at its August 2019
meeting, pursuit of partial state funding, and authorization to proceed with development of construction-
ready engineering documents.

This report covers the following:
e Background on the R&E Center enhancements
e Pandemic-related economic conditions and R&E financing
e Economic activity generated by the enhancements
e Recommendations on implementation of the August 2019 R&E Center Enhancements Finance Plan
e Timelines
e Summary of community engagement

ATTACHMENTS:

1. Draft Resolution
2. Enhancements Financing Report

14




SUBJECT: Enhancements Financing Report

FINANCIAL IMPLICATIONS:

Once action is taken it would result in the R&E Board approving loans from the two counties in an amount
to be approved upon knowing about state bonding. R&E would pay back the loans to the counties using
revenue from tipping fees. The exact financial implications are not known until state bonding discussions
are complete.

AUTHORIZED SIGNATURES DATE

JOINT LEADERSHIP TEAM W
5/22/20

(el STCrinA—

RAMSEY COUNTY ATTORNEY % ,
% = 5/22/20

WASHINGTON COUNTY ATTORNEY
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Draft Resolution: Approving and Financing R&E Center Enhancements

RESOLUTION R&EB-2020-__

WHEREAS, it is the stated policy of the State of Minnesota, under the Waste Management Act,
to manage solid waste in an environmentally sound manner; and

WHEREAS, Ramsey and Washington Counties (the “Counties”) have committed to continue to
protect and ensure the public health, safety, welfare and environment of each County’s residents and
businesses through sound management of solid and hazardous waste generated in each County; and

WHEREAS, Ramsey and Washington Counties have in place County Solid Waste Management
Master Plans (“Master Plans”) approved by the Commissioner of the Minnesota Pollution Control
Agency, which clearly state the policy goal of maintaining and improving an integrated system of solid
waste management that supports Minnesota’s hierarchy of solid waste management, with an emphasis
on waste reduction, reuse, recycling and composting before the remaining solid waste is managed
through resource recovery; and

WHEREAS, the Master Plans also include policies that affirm the processing of waste, for
recovering energy and recyclables, and other beneficially usable materials, as the preferred method to
manage solid waste that is not reduced, reused or recycled; and

WHEREAS, the Ramsey/Washington Recycling & Energy Board (“R&E Board”) is governed by the
amended and restated joint powers agreement by and between Ramsey County and Washington County
dated September 22, 2015 (“Joint Powers Agreement”); and

WHEREAS, R&E has conducted extensive evaluation and analysis of methods to enhance
recovery of value from the waste stream using source separation and mechanical separation of organics
and recyclables, and has designed system changes to assist in meeting state recycling goals; and

WHEREAS, a peer-reviewed preliminary engineering design has been completed for
enhancements to the R&E Center that would recover source separated organic waste in durable
compostable bags and add equipment for removal of recyclables; and

WHEREAS, extensive analysis of these enhancements has been completed for technology,
economics, environmental benefits, risk assessment and procurement; and

WHEREAS, to be “shovel ready” R&E has engaged the services of a construction manager and
architect/engineer to prepare plans and budgets for these enhancements, and has completed the
schematic design and budget, with a timeline to complete design and procurement with construction to
begin in late 2020; and

WHEREAS, the R&E Board has applied to receive funding from the state of Minnesota to assist
with construction of the proposed enhancements to provide this necessary public service, through the
Minnesota Management and Budget (MMB) administered capital grants program, and through the
Minnesota Pollution Control Agency’s (MPCA) capital assistance program, both of which require a local
matching of funds; and

WHEREAS, At its meeting on August 21, 2019 the R&E Board approved Resolution R&EB-2019-
16, which approved the Financing Plan to fund the capital improvements necessary for the system
enhancements for recycling, and also approved a Procurement Plan (Resolution R&EB-2019-18) for steps
necessary to proceed with design and budgeting of the enhancements; and
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Draft Resolution: Approving and Financing R&E Center Enhancements

WHEREAS, the Joint Leadership Team (JLT), working with the two county finance departments,
the counties’ financial advisors and bond counsel, the R&E financial advisor Ehlers, and county
attorneys, as completed a Financing Report to move forward the R&E Board’s plans for R&E Center
enhancements. NOW, THEREFORE, BE IT

RESOLVED, the R&E Facility & Finance Committee hereby recommends that the R&E Board
approve the following:

RESOLVED, The R&E Board hereby approves the R&E Center Enhancements Financing Report. BE
IT FURTHER

RESOLVED, the R&E Board hereby accepts state bond funds in the amount approved by the
legislature and authorizes the Joint Leadership Team (JLT) to negotiate documents for receipt of state
bond funds, with such agreements brought back for R&E Board approval as soon as possible. BE IT
FURTHER

RESOLVED, The R&E Board hereby authorizes the Chair of the R&E Board to execute documents
necessary for the receipt of state bond funds, upon approval as to form by the county attorney. BE IT
FURTHER

RESOLVED, the R&E Board hereby authorizes proceeding with the full scope of the R&E Center
enhancements, including the durable compostable bag food scraps recycling system and the recyclables
recovery system and authorizes the JLT to proceed with final engineering, architecture and
construction plans. BE IT FURTHER

RESOLVED, the R&E Board hereby authorizes the JLT to apply for permits necessary for the
enhancements, and further authorizes the Chair to execute necessary easement and permit documents
upon approval as to form by county attorneys. BE IT FURTHER

RESOLVED, The Recycling & Energy Board hereby approves and recommends that the county
boards approve and implement a financing structure for the R&E Center enhancements, with said
financing structure to include the following:

o Each county shall loan a proportionate share to the R&E Board sufficient to cover its share of total
financing, including all financing costs, for the R&E Center enhancements, according to the
percentages set forth in the joint powers agreement: Ramsey County — 73%, Washington County —
27% (the “County Enhancement Loans”).

o Ramsey County shall issue general obligation bonds on behalf of both counties (the “County Bonds”)
to fund the aggregate County Enhancement Loan amount for the R&E Center enhancements.

o Ramsey County and Washington County shall enter into an agreement whereby Washington County
agrees that Ramsey County will issue bonds on behalf of both counties, and that Washington County
shall provide its general obligation pledge to Ramsey County for its share of the financing and pay its
share of the total financing of the R&E Center Enhancements through its loan agreement with the
R&E Board.

o The R&E Board shall be obligated to and is hereby authorized to enter into one or more loan
agreements pursuant to which it will agree to repay the County Enhancements Loans from facility
revenues, CEC funds and other available revenues on terms and conditions that match, or are
otherwise consistent with, any terms and conditions of any other loans outstanding and owed to the
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Draft Resolution: Approving and Financing R&E Center Enhancements
counties, additional covenants required by the counties and the County Bonds issued to fund R&E
Board’s County Enhancements Loans. BE IT FURTHER

RESOLVED, The R&E Board hereby authorizes the JLT to make all necessary budget adjustments
related to the R&E Center enhancements project.

Fran Miron, Board Chair
(date)

Attest
(date)
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RAMSEY/WASHINGTON
RECYCLING & ENERGY

Ramsey/Washington Recycling & Energy Board Facility & Finance Committee
Joint Leadership Team (JLT)

Report on Recycling & Energy Center (R&E Center) Enhancements Financing
May 15, 2020

Action Requested

In the attached resolution, the Facility & Finance Committee is requested to recommend that the
Recycling & Energy Board (R&E Board):

Accept the state bond funds in the amount approved by the legislature and authorize the Joint
Leadership Team (JLT) to negotiate documents for receipt of state bond funds, with such
agreements brought back for R&E Board approval as soon as possible.

Authorize the chair of the R&E Board to execute documents necessary for the receipt of state
bond funds, upon approval as to form by county attorneys.

Authorize proceeding with the full scope of the R&E Center enhancements, including the
durable compostable bag food scraps recycling system and the recyclables recovery system.
Authorize the JLT to proceed with final engineering, architecture and construction plans;
necessary permits; and construction bidding documents as soon as funds are available.
Authorize the JLT to apply for permits necessary for the enhancements, and further
authorize the Chair to execute necessary easement and permit documents upon approval as to
form by county attorneys.

Approve and recommend that the county boards approve and implement a financing structure
for the R&E Center enhancements, with said financing structure to include the following:

o Each county shall loan a proportionate share to the R&E Board sufficient to cover its
share of total financing, including all financing costs, for the R&E Center
enhancements, according to the percentages set forth in the joint powers agreement:
Ramsey County — 73%, Washington County — 27% (the “County Enhancement Loans”).

o Ramsey County shall issue general obligation bonds on behalf of both counties (the
“County Bonds”) to fund the aggregate County Enhancement Loan amount for the R&E
Center enhancements.

o Ramsey County and Washington County shall enter into an agreement whereby
Washington County agrees that Ramsey County will issue bonds on behalf of both
counties, and that Washington County shall provide its general obligation pledge to
Ramsey County for its share of the financing and pay its share of the total financing of
the R&E Center Enhancements through its loan agreement with the R&E Board.

o The R&E Board shall be obligated to and is hereby authorized to enter into one or more
loan agreements pursuant to which it will agree to repay the
County Enhancements Loans from facility revenues, CEC funds and other available
revenues on terms and conditions that match, or are otherwise consistent with, any
terms and conditions of any other loans outstanding and owed to the counties,
additional covenants required by the counties and the County Bonds issued to fund R&E
Board’s County Enhancements Loans.
Authorize the JLT to make all necessary budget adjustments related to the R&E Center
enhancements project.
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SUBJECT: Enhancements Financing Report

This memo covers the following:
e Background on the R&E Center enhancements
e Pandemic-related economic conditions and R&E financing
e Economic activity generated by the enhancements
e Recommendations on implementation of the August 2019 R&E Center Enhancements Finance
Plan
e Timelines
e Summary of community engagement

Background
The R&E Board has been engaged in policy development to achieve environmental, economic and social

benefits through the Recycling & Energy Center (R&E Center) since 2013. The R&E vision, “vibrant,
healthy communities without waste,” is being pursued through a variety of efforts. While R&E activities
and each county’s programs compliment each other in working upstream, preventing waste and
increasing source-separation of recyclables, the R&E Center will be redesigned and repurposed to
recover more value from waste.

The effort to recover more value from waste has progressed since purchase of the R&E Center. Work
already completed includes construction of the new building addition to streamline the bulky waste
loadout area and provide storage space, creating room for further enhancements. Procurement is
underway for a robotic separator to clean the non-ferrous metals that are separated on the processing
lines to make these used beverage containers more valuable at market. Procurement is also underway
to add a magnet to the bulky waste shredder, allowing the metal from mattresses to be recycled, and
the fluff to be used as refuse-derived fuel (RDF).

These improvements will be followed by enhancements to the R&E Center to accommodate source-
separated organics and to separate high-value recyclables from trash. Also under development are plans
to use the remaining waste, now used to produce refuse-derived fuel, to produce alternate products
through more modern conversion technologies, such as gasification, digestion to biofuels and/or
chemical recycling.

As a step to achieve the next phase, the R&E Center will require expansion and system improvements.
At its March 2019 meeting, the R&E Board received the preliminary design documents for
enhancements to the R&E Center. At its May 2019 meeting, the board stated its intent to move forward
with the enhancements. This triggered a series of actions, including approval of financing and
procurement plans at its August 2019 meeting, pursuit of partial state funding, and authorization to
proceed with development of construction-ready engineering documents.

Pandemic-Related Economic Conditions and R&E Financing

The JLT, R&E staff and finance team have approached these recommendations fully aware of and with
understanding of the significance of the current COVID-19 pandemic. The current economic downturn
has affected the waste and recycling industry, both in positive and negative ways. Because the R&E
Center operates as an enterprise fund and relies solely on R&E Center revenues, the status of waste
deliveries as the pandemic proceeds is important to understand. With that in mind, R&E has evaluated
probable and possible effect of the economic uncertainty on the solid waste stream and economics of
trash, and has also conducted financial tests to determine the resilience of R&E’s finances.

20



SUBJECT: Enhancements Financing Report

Projections of the future of the economy are challenging. Relating economic projections to waste
generation is also difficult. However, staff and consultants have been gathering information that can
inform the R&E Board’s decision moving forward. While there are predictions at the national and state
level, it is important to note that “all trash is local.” The composition of the East Metro area residential,
commercial and industrial waste generators determines the volumes and types of waste and recyclable
material.

This section of the report is a summary of the pandemic’s expected effects on waste generation, short
term and long term. In short, these are the findings:
e The gross domestic product (GDP) is a good predictor of waste generation, but it is not exact and
does not always reflect local conditions.
e The GDP is expected to drop for three quarters in 2020, and then begin to grow again. This means
an economic recession for three quarters, then resumed economic growth.
e The rate of growth is uncertain — the downturn is heavily related to consumer activity, and it
depends on the rate of business openings, jobs, and consumer spending.
e Waste volumes in the East Metro have declined over the past eight weeks, then have rebounded
somewhat.
e Waste volumes will likely expand to pre-pandemic levels.
e Financial analyses in this report take the pandemic into account.

Short Term Effects

Current effects on the waste industry will likely not last. Executive orders closing many businesses
resulted in a significant reduction in commercial and industrial waste generation. At the same time,
residential waste volumes have increased with more people staying at home. Some of the residential
increase is attributed to home clean-outs.

Through May 4, this year’s deliveries at the R&E Center were 140,546 tons, compared to 146,618 tons in
2019, a difference of 6,072 tons, or 4%. Between March 17, 2020 and May 4, 2020, deliveries have been
below 2019 levels for the same period by 13%. Week-to-week comparisons show an initial drop, then
rising deliveries to approach 2019 levels. Commercial tonnage is expected to increase as businesses
reopen in late May, which will begin to close the gap with 2019. The graph below compares first quarter
2019 waste totals by week to 2020. At this time, R&E projects a 0-5% reduction in total annual deliveries
for 2020, which would be 440,000 tons delivered in 2020 compared to 462,000 tons in 2019. With
regard to R&E Center receivables, there have been no issues with hauler payments, nor a departure
from previous remittance patterns. The reopening of commercial establishments and industries in the
two counties will be a key factor in total waste receipts in 2020.
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Waste Deliveries per Week into the R&E System
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Long Term Effects

The current economic condition is unprecedented. While the great recession in 2009 had a downturn
that both began and was resolved gradually, the current situation was abrupt, as shown in the drop in
waste deliveries between weeks 11 and 12 in the graph above. There is no consensus about how growth
will occur looking forward.

A reasonable projection produced by the State of Minnesota’s May 2020 Interim Budget Projection
outlines, at a national level, projected changes in the GDP, shown in the graph below:
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The Interim Budget Projection states that:

“IHS Markit (IHS), Minnesota’s macroeconomic consultant, is now forecasting a three-quarter
recession, resulting in a 5.4 percent decline in real GDP in 2020.

“IHS expects real GDP to reach its pre-pandemic level in mid-2021, but within our projection
horizon, GDP does not get back to where it would have been without the pandemic. Moreover,
the recession is expected to dampen business investment, and slower growth in capital services
will limit future economic growth. Consequently, while IHS forecasts the U.S. to regain full
employment in 2024, they expect GDP in that year to be below the level they forecast for 2024
February.”
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In other words, after a recession over three quarters of the year, economic growth will occur, but
reaching pre-pandemic rates will likely take several years.

There is a strong relationship between GDP and waste generation, as cited by the Environmental
Protection Agency in “Economic Indicators and Scoping Analysis,” 2013. The following figure shows that
strong relationship. The higher the GDP per capita, the more trash is produced. In Figure 3, the solid line
represents GDP, and the diamonds represent per capita waste generation.

Figure 3: MSW Generation Versus Real GDP (1960-2012)
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From the Interim Budget Projection, one can infer that there will be a drop in waste generation during a
recession lasting three quarters and then an increase as GDP grows. While the relationship is strong,
waste generation will not mirror GDP exactly. And the local economy in the East Metro will determine
the effects on waste.

A March 17, 2020 Brookings article, “The Places a COVID-19 Recession Will Likely Hit Hardest,” states
“While essentially all of America will likely be affected by COVID-19’s economic effects, those effects will
be distinct and varied from place-to-place. Given that, we must not only act quickly, but also attend to
the unique regional and local impacts within this national crisis.” This article reports and builds on work
by the chief economist at Moody’s, which examines the five most vulnerable industries in the current
situation and looks at the share of those industries in 384 metropolitan areas across the U.S. The
Minneapolis-St. Paul-Bloomington region ranked 248" in their list, indicating a certain level of resilience
and less vulnerability than other regions. The five industries at highest risk are: leisure and hospitality,
travel arrangements, employment services, transportation, and mining.

Reports from other sources on the subject of waste generation related to the current pandemic find
some noted effects and probable changes in the solid waste stream. Below are three examples:

e QOut of consumer concern for hygiene coming out of the pandemic, there may be an increase in
packaging to protect products.

e There may be less comfort with dining-in restaurants and possibly an increase in take-out
packaging.

e During an economic downturn and corporate belt-tightening, less investment is likely on
“greener” innovations. On the other hand, some businesses will see this as an opportunity to
streamline processes and packaging, with a focus on sustainability. Others may be ready to
invest more in the circular economy aimed at waste elimination and continual use of resources.
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In May 2020, Foth Infrastructure and Environment, LLC contacted David Bidermen, executive
director/CEO of the Solid Waste Association of North America (SWANA) to get a national view on waste
generation and the impacts of the pandemic. He reported that, in an April 2020 SWANA presentation on
COVID-19 impacts, Michael E. Hoffman, managing director, Stifel, indicated that he anticipated that the
economy would recover in 2021 along with growing waste volumes. Mr. Biderman, who is in regular
contact with firms in the industry, indicated that in his opinion, industry is past the worst of the current
debacle. Mr. Biderman'’s view also is confirmed by earnings calls recently held by Waste Management,
Republic, and Waste Connections. Overall, commercial waste volumes continue to be down
approximately 20 percent. Residential volumes are trending 5-30 percent higher. Mr. Biderman felt that
volumes have normalized for the solid waste sector. His caveat was that volumes could again decrease if
a second surge of COVID-19 occurs this fall.

A May 12 article in Waste 360, an online industry journal, reported on the major publicly-traded waste
firms, most of which recently held conference calls with first quarter results. These firms include Waste
Management, Republic Services and Waste Connections, which operate in the East Metro. Firms
reported on the significant downturn in late March but noted stabilization. “Across the board, the
companies noted recent green shoots and signs of a bottom, if not an uptick, that generally appeared in
the last week of April or first week of May. RSG [Republic Services] was perhaps the most optimistic in
stating that a bottom had been put in, but WM [Waste Management] also noted that the rate of volume
decline had improved, while WCN [Waste Connections] noted that a number of its metrics had turned in
the last week: Service increases exceeded service decreases and net new business went positive again.”
The article noted that firms are being cautious, continuing with cost saving measures, deferring mergers
and acquisitions, and waiting to see second quarter results.

Economic Activity Generated by the Enhancements

R&E Center Enhancements — Effect on the Minnesota Economy:
Construction: 155 — 198 new jobs; $55,556,254 - $64,718,413 added to the economy

Operation: 42 new jobs; $9,099,556 added to the economy

Dr. William F. Lazarus, a professor of applied economics at the University of Minnesota, prepared a
report for R&E titled “Economic Impact of the Ramsey/Washington Recycling & Energy Center,” which
can be found in Attachment 1. The IMPLAN input-output software package and 2017 IMPLAN data was
used for the analysis.

The report presents an economic impact analysis of the R&E Center. Three main scenarios are
compared: R&E Center in its current state, R&E Center with the planned enhancements implemented for
organics recycling and recyclables recovery, and R&E Center with enhancements and RDF being
processed for alternative use.

e Inits current state, the R&E Center, with 66 employees and $36,715,217 in spending, results in an
overall economic impact in the state of 367 jobs and $88,319,850 in economic activity.
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e With the addition of the R&E Center enhancements (with an additional 18 new employees at the
R&E Center) and in full operation, the overall impact rises to 490 jobs and $97,419,406 in economic
activity.

e The enhancements alone generate 42 additional jobs (18 at the R&E Center and the rest are
indirectly created) and $9,099,556 in economic activity. During the two-year construction period for
the enhancements, the impact is between 155 and 198 jobs, and $55,556,254 and $64,718,413.

Finance Plan

At its August 2019 meeting, the R&E Board approved the enhancements financing plan and authorized
several actions related to financing of the enhancements for organics and recyclables recovery. These
include a state bonding request, with a local match using a loan from the counties using general
obligation bonds, and consideration of possible outside funding. Since that time, the counties have
aggressively pursued state bonding, a finance team has developed specific recommendations for local
funding, and the JLT has applied for funding from the Closed Loop Fund.

Closed Loop Fund

An application was submitted for a $5 million zero-interest loan from the Closed Loop Fund, which is
managed by Closed Loop Partners, an investment firm focused on the circular economy that manages a
revolving loan fund. While R&E had conversations with the Closed Loop Fund several times since 2016,
and had been led to believe that the enhancements project had elements that would be eligible for a
loan, the application that was submitted in March was turned down by the Closed Loop Fund. JLT is
following up to identify specific reasons for the decision.

State Bonding
Applications for state bond funds were submitted to Minnesota Management and Budget (MMB) for

$21 million, and the Minnesota Pollution Control Agency (MPCA) for $8 million (the maximum request
through the MPCA’s Capital Assistance Program (CAP)). Lobbyists have been retained to work with the
counties’ lobbyists on this effort.

The Governor included $8 million for the R&E Center project in the MPCA CAP bonding request. Bills
were introduced in the House and Senate, which include both the $8 million and $21 million requests.
Tours of the facility were held for the Governor, Governor’s staff, the MPCA commissioner, the MMB
commissioner, and Senate and House members.

The legislature is scheduled to adjourn on May 18, prior to the Facility & Finance Committee meeting,
but after this document was prepared. The committee will be updated about the status of state bonding
at its May 21 meeting.

Local Funds

The JLT created a finance team comprised of R&E staff, respective county finance departments, R&E and
county financial advisers (Ehlers and Baker-Tilly, respectively), bond counsel for the counties, and
attorneys (Stoel Rives and county attorneys) have prepared the process and documents to proceed with
funding the enhancements upon R&E Board and county board approvals.

The finance team examined the use of general obligation bonds issued by the counties versus revenue
bonds issued by R&E. As a result of the analysis, the team recommends the use of general obligation
bonds, issued by Ramsey County on behalf of both counties.
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R&E has requested that Ramsey and Washington counties provide loan(s) for capital funding of the
proposed enhancements. In 2015, when the facility was initially purchased, the counties provided the
acquisition capital in the form of loans according to established funding percentages of 73% for Ramsey
County and 27% for Washington County. Ramsey County issued bonds to fund its share. Washington
County funded its share from available cash. In each case, the Recycling & Energy Board entered into a
loan agreement and promissory note with each respective county to repay the obligations from Net
Revenues of the facility. The two 2015 county loans are on a parity, or equal claim, with one another.

Due to the amount of funding anticipated to be needed and if the enhancements project is approved,
the counties expect to access the capital markets (sell bonds) as the funding source. R&E has requested
that the counties use their general obligation pledges to back the financing/s. Any county’s financing
that goes forward is subject to approval in final form by the respective county boards. However, after
consideration of options, finance department staff from both counties have agreed to bring forth a
funding proposal that includes the following basic elements:

1. Asingle fixed rate bond issued by Ramsey County for the full amount needed (the “County
Bond”). The County Bond will be a general obligation of Ramsey County; however, 27% of
the debt obligation will be secured by a general obligation bond issued by Washington
County to Ramsey County for its 27% share. Repayment terms of Washington County’s bond
will mirror those of the Master Bond.

2. Afinal bond structure is yet to be determined; however, it is anticipated that the overall
term will be 20 years. Alternatives are being considered that will moderate the debt service
cost in the first two years as the project is being completed. Alternatives could include
interest only and/or capitalized interest.

3. County, state and federal bonding requirements for the proposed financing have been
preliminarily reviewed by bond counsel. In particular, requirements related to the average
life of the bonds and the average life of the items being financed are being reviewed.
Preliminary legal findings indicate that such considerations should be able to be
accommodated within a 20-year debt structure.

4. Ramsey County and Washington County will loan their respective funding amounts to R&E,
funded by the Master Bond. The repayment of the R&E debt to each county will be
evidenced by a loan agreement(s) and secured by a pledge of Net Revenues of the facility.
The loan agreement(s) will be on a parity with the 2015 loan agreements: each loan will
have an equal, proportionate claim on Net Revenues as each of the other loans. Repayment
of the 2020 loan(s) will be pledged to Ramsey County in support of the Master Bond.

5. Due to the amount of the combined 2015 and 2020 borrowings, exacerbated by impact of
the current pandemic, additional covenants may be requested of R&E. Any such covenants
will be discussed and documented prior to final action of R&E, Ramsey County and
Washington County with consideration given to the impact, if any, on operations or tipping
fees.

6. R&E would pay back the 2015 and 2020 loans using Net Revenue from the facility, primarily
from tipping fees. Net Revenue is defined under the existing loan agreements to include
“...gross revenues of the facility (including without limitation operating revenues and any
contributions by Washington County or Ramsey County of County Environmental Charge
revenues) after payment of all reasonable expenses of the current operations and
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maintenance of the Facility and will be calculated in accordance with the policies and
procedures established in accordance with Section VII.F of the Joint Powers Agreement.”

The primary source for payment of debt service is expected to be Recycling & Energy facility revenues.
The use of Ramsey County and Washington County general taxing authority is not anticipated and would
only be sought in the absence of all other available R&E resources.

As noted in this memo, the COVID-19 pandemic has impacted daily life and private and public
economics. As a result, additional financial analyses were performed by R&E and the description of the
proposed funding mechanism described above is subject in all respects to review of those analyses and
the ability of the bond market to fund the anticipated Master Bond.

R&E has identified additional resources and actions to support debt service payments should net
revenues of the R&E Center be insufficient to meet debt service requirements. Any allocation of these
resources would be intended to mitigate or eliminate the need to invoke county property tax levies or
other county general support for debt payments. Those resources and actions are set forth below in
priority order:

1. Expenditure or other budget adjustment during the fiscal period
Deployment of contingency budget towards debt service

Adjust the tipping fee (90-day implementation window)

Draw on the Joint Activities Fund balance (R&E General Fund balance)
Draw on ORF/ERF balances (with pledge to replenish adopted in policy)
Equipment Maintenance & Replacement Reserve balance

Equipment Maintenance & Replacement Reserve budget

County Environmental Charge (short-term loan from counties)

O N ke WN

Degradation in R&E revenues would likely be foreseen as a result of declining volumes that would
manifest over time. The JLT would bring mitigation strategies before the R&E Board for consideration
and action, as well as consulting with both counties through such process. It should be noted that the
R&E Center’s cost structure is highly correlated to processing volumes. Therefore, variable expenses
would decline at some proportion to waste volumes.

The balances in the funds referenced above as of December 31, 2019 are as follows:

Joint Activities Fund $3,120,414
ORF $4,100,000
ERF $1,650,000
EM&R Reserve $514,000

TOTAL $9,384,414

Ehlers conducted a sensitivity analysis to test the ability of these strategies to respond to a prolonged
reduction in waste volumes, which was provided to the county finance team. The analysis assumed a
sustained 10% reduction in waste volume, starting in 2020 and continuing through 2025. The purpose of
this “stress test” was to illustrate several ways in which R&E could mitigate a volume-driven reduction in
tipping fee revenues — including reducing variable operating costs and contingencies, raising the tipping
fee, and drawing on reserves. The sensitivity analysis showed the R&E could successfully apply a variety
of strategies to maintain a strong financial position with a substantial reduction in waste volume over a
prolonged period.
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Financial Impacts

Ehlers has prepared a template for a pro forma for the enhancements. Because the level of state
bonding is not known at this time, a pro forma is not included in this memo, but will be provided at the
May 21 Facility & Finance Committee meeting.

Financing Timeline
Attachment 2 is the timeline for financing the enhancements, starting with R&E Board approval to
proceed on May 28. This includes actions to be taken for:

e Ramsey County to consider a bonding ordinance for the County Bond
e Washington County to consider a bonding resolution for its general obligation pledge to Ramsey
County for Washington County’s portion of the County Bond
e Ramsey and Washington counties to each consider
o Loan agreement(s) between the counties and R&E Board, contingent on sale of bonds
o Anagreement between Washington County and Ramsey County on joint bonding

This schedule results in funds being available for final construction design, equipment development and
construction on November 15, 2020.

Construction Timeline

The R&E’s construction manager, Adolfson & Peterson Construction, has prepared a construction
schedule, which is shown in Attachment 3. This schedule is aligned with the Financing Timeline, and
shows a construction start in April 2021, with the DCB building and equipment complete in early
December 2021, and the recycling recovery system complete in late July 2022.

Community Engagement

Community engagement has helped inform major decisions made by the counties and R&E regarding
the region’s waste management system. R&E sees community engagement work as an ongoing work
critical to building and maintaining relationships, educating partners and the community, and informing
R&E’s work. Attachment 4 summarizes community engagement to date around the following topics:

e Purchasing the R&E Center

e 2018-2038 county solid waste management master plans

e Waste designation

e Waste-to-energy

e System enhancements — recyclables recovery and durable compostable bags

Community engagement informed and shaped each of these decisions and continues to do so for
ongoing work.

Attachments

e Attachment 1: Dr. Lazarus’ Economic Analysis report

e Attachment 2: Bonding Schedule

Attachment 3: Construction schedule from A&P
Attachment 4: R&E Community Engagement Summary
Attachment 5: Memorandum from Baker Tilley
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Introduction

The Ramsey/Washington County Recycling & Energy Center (R&E Center), located in Newport, was
purchased by the Ramsey/Washington County Recycling & Energy Board in 2016. This joint powers board is
comprised of commissioners from the two counties. The R&E Center processes all garbage produced in the
two counties, in an arrangement intended to best recover the value that lies within the trash.

The R&E Center manages more than 450,000 tons of trash per year. At the R&E Center, trash is processed
to recover recyclable metals and make fuel for producing electricity. Through this system, R&E is
maximizing the recovery of resources and diverting as much as possible from landfills. The R&E Center is
the only facility of its kind in the state, and, in 2018, over 90% of waste in the two counties was diverted
from landfills. The R&E Center processes over 1,000 tons of trash each day, enough to cover a football field
six feet high.

When trash arrives at the R&E Center, it is tipped on a floor the size of a football field. Conveyor belts carry
the material through a series of shredders, screens, and magnets that recover recyclable metals from the
trash and process the remaining material into a fuel source (called refuse-derived fuel) that is used in Xcel
power plants in Red Wing and Mankato to generate electricity.

In 2018, refuse-derived fuel produced at the R&E Center produced enough electricity to power 40,000

homes for a year. Also in 2018, 9,861 fewer tons of carbon dioxide were produced than if the trash had
been landfilled - equivalent to taking over 2,000 cars off the road - and over 14,000 tons of metal were
recovered from the trash for recycling (Ramsey/Washington Recycling and Energy 2019a).

31



SUBJECT: Lazarus Economic Analysis Report
Draft 5/7/2020

Despite strong efforts to increase recycling in homes and businesses, a large number of recyclables
remain in the trash. R&E plans to add equipment at the R&E Center to recover high-value recyclables,
such as metals, certain plastics and cardboard, from the waste stream. This will augment, and not
replace, household and business recycling (Ramsey/Washington Recycling and Energy 2019b).

This report presents an economic impact analysis of the Recycling and R&E Center. Three main scenarios
are compared:

1) the R&E Center in its current state,

2) the R&E Center with the planned enhancements implemented for organics recycling and recyclables
recovery, and

3) the R&E Center with enhancements and RDF being processed for alternative use.

The IMPLAN input-output software package and 2017 IMPLAN data was used for the analysis.*

L For more information on the IMPLAN modeling process, visit IMPLAN.com.

Table 1. Demographics of the statewide and Ramsey/Washington County study areas

Ramsey & Washington

Minnesota Counties
Population, 2018 estimate 5,629,416 813,744
Income, Average annual pay, $58,007 $58,582
2018
Education, age 25+ w/BS or
higher degree 35.4% 43.9%
Households, 2018 estimate 2,221,628 312,433
Employment, 2018 average 2,882,944 420,716
Number of Nonfarm Business 151,816 19,507
establishments, 2017

Sources: (U.S. Census Bureau 2017, Minnesota State Demographic Center 2018, U.S. Bureau of
Labor Statistics 2018, U.S. Census Bureau 2018)
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Establishments Employment Employees/
establishment

Minnesota
Agriculture 93,579
Mining 153 10,476 68
Construction 16,548 181,987 11
Manufacturing 7,177 329,922 46
Transportation, Information & Public
Utilities 7,964 202,435 25
Trade 26,767 500,341 19
Financial, Insurance & Real Estate 16,783 345,834 21
Health Services 17,156 397,733 23
Other Services 58,686 1,279,128 22
Government 418,095
Total 151,234 3,759,530
Ramsey & Washington Counties
Agriculture 977
Mining 11 282 26
Construction 1,512 20,810 14
Manufacturing 774 40,044 52
Transportation, Information & Public
Utilities 779 24,171 31
Trade 2,269 64,707 29
Financial, Insurance & Real Estate 2,230 48,067 22
Health Services 2,781 60,405 22
Other Services 9,151 219,567 24
Government 68,139
Total 19,507 547,170

Sources: County Business Patterns (U.S. Census Bureau 2017) and IMPLAN data (IMPLAN Group 2020)
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Minnesota Employment, 3,759,530

Government,
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Figure 1. Employment in Minnesota and in the Ramsey/Washington County area, 2017
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Economic Impact Data Sources and Analysis Methodology
Scenario 1 - R&E Center the R&E Center in its current state

The center currently employs 66 employees and spends around $36 million per year. It contributes $88
million in activity with $37 million in labor income and tax payments to the state’s economy with an
overall employment impact of 367 jobs (Table 3). Ramsey and Washington Counties capture 259 of
those jobs. These impacts consider the indirect contributions to other industry sectors and the spending
by household members of the employees of the center and the other affected sectors. The total value-
added contribution is $32 per resident of the two counties or $7 per Minnesota resident. Value added
includes labor income, other property type income such as rent, and taxes on production and imports.
In this study, because the recycling center is a government entity “payments in lieu of taxes” is included
rather than taxes here.

IMPLAN calculates the backward linkages between the industry or firm of interest (the R&E Center, in
this case) and the industry sectors that it purchases goods and services from (see the Appendix for more
details). The version of IMPLAN used for this analysis describes the local economy as a set of 536
industry sectors. Each sector is described with a default production (balance sheet) that lists the sectors
that that sector purchases from, its spending on labor, other property-related costs, and business taxes.
For some analyses, the industry or firm of interest is similar enough to one of these default sectors that
it can be used with little or no modification. The fixed-price, linear nature of IMPLAN and the input-
output methodology generally, means that the total activity contribution calculated in any analysis (588
million in this analysis) will vary in size depending on the situation but will always be in the same
direction or sign as the direct spending contribution that the analysis is based on ($36 million here).

There is no IMPLAN default sector that resembles the R&E Center closely enough to be usable, so one
was constructed from scratch by allocating the center’s recent budget to the IMPLAN sectors that most
closely match each line item in the budget. The main sources for the scenario 1 analysis are the 2019
approved budget contained in an Excel spreadsheet provided by Kris Wehlage, accounting manager for
the center. Data on the number of employees working at the center was provided in a follow-up email
from Mr. Wehlage.

One of the significant payments that the center makes is to a landfill to accept the material that cannot
be utilized in some other way. There does not appear to be an IMPLAN sector that resembles a landfill
closely enough, so again a production was constructed using data for a typical landfill that was provided
by Jennefer Klennert of Foth Infrastructure and Environment. The landfill is located outside of the two-
county area, so that spending is included in the statewide analysis but not in the Ramsey/Washington
County analysis.
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Table 3. Direct and total annual contributions of the facility under scenario 1, in its current state.

Labor Value
Output Employment Income Added
Direct contribution $36,715,217 66 $7,443,898 | $7,804,719
Indirect and induced contribution to
Ramsey & Washington Cos. $30,700,364 193 $12,043,053 |$18,080,030
Total contribution to Ramsey &
Washington Cos. $67,415,581 259 $19,486,951 (525,884,749
Per capita change @ 813,744 population $23.95 $31.81
Indirect and induced contribution to
Minnesota $51,604,633 301 $18,611,495 |$29,468,026
Total contribution to Minnesota $88,319,850 367 $26,055,393 |$37,272,745
Per capita change @ 5,629,416
population $4.64 $6.64
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Table 4 shows how the total contribution of the center affects various aggregate sectors of the
economy. The most affected sectors are “Transportation and utilities”, “Financial, Insurance, and Real

Estate”, and “Other Services”.

Table 4. Industry breakdown of the indirect and induced contributions of the facility in its current state.

Labor Value
Output Employment Income Added

Ramsey and Washington Counties

Ag, Forestry & Mining 0.0% 0.0% 0.0% 0.0%
Construction 1.3% 1.1% 1.4% 1.2%
Manufacturing 2.4% 0.4% 0.6% 1.3%
Transport & Util 33.2% 27.2% 29.2% 26.5%
Trade 7.4% 11.4% 9.0% 9.8%
Financial, Insurance, RE 22.9% 11.0% 12.9% 23.2%
Health-Related Services 6.7% 7.7% 9.6% 7.4%
Other Services 23.9% 37.4% 33.0% 27.5%
Public Administration 2.0% 3.2% 4.3% 3.1%
Private Households 0.0% 0.6% 0.1% 0.1%
Total 100.0% 100.0% 100.0% 100.0%
Minnesota

Ag, Forestry & Mining 1.0% 1.0% 0.6% 1.1%
Construction 2.9% 2.7% 3.2% 2.5%
Manufacturing 4.9% 1.2% 1.7% 2.6%
Transport & Util 31.3% 22.5% 26.5% 25.3%
Trade 7.5% 11.8% 9.1% 9.5%
Financial, Insurance, RE 21.5% 11.3% 12.8% 23.1%
Health-Related Services 6.3% 8.0% 9.6% 7.1%
Other Services 22.4% 37.9% 32.7% 26.2%
Public Administration 2.1% 3.1% 3.7% 2.7%
Private Households 0.0% 0.5% 0.1% 0.1%
Total 100.0% 100.0% 100.0% 100.0%
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Detailed breakdown of the aggregate “Other services” sector in Minnesota:

Labor Value

Output Employment Income Added
Commercial and industrial machinery and
equipment repair and maintenance 6.2% 6.8% 8.9% 7.9%
Professional- scientific & tech services 4.6% 6.0% 8.0% 5.4%
Administrative & waste services 2.5% 5.5% 3.9% 3.0%
Accommodation & food services 2.3% 6.2% 2.4% 2.3%
Management of companies 1.1% 0.7% 1.7% 1.3%
Real estate & rental 1.0% 0.7% 0.7% 1.1%
Arts- entertainment & recreation 0.9% 2.0% 0.8% 0.8%
Automotive repair and maintenance,
except car washes 0.8% 1.2% 1.1% 0.9%
Educational services 0.8% 2.2% 1.2% 0.8%
Social services 0.7% 2.5% 1.2% 0.8%
Other services 1.6% 4.1% 2.7% 1.9%
Total 22.4% 37.9% 32.7% 26.2%
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Scenario 2 - R&E Center with planned enhancements for organics recycling and

recyclables recovery

Tables 5 through 8 show the results of the IMPLAN analysis for scenario 2. On the “direct impact” line of
Table 5, the difference between labor income and value added is payments in lieu of taxes. The
payments in lieu of taxes are assumed to remain at current levels after the enhancements, and the
center does not pay rent, so the direct value-added amounts are the same as the labor income in both
the construction period and during ongoing operation. The main sources for the scenario 2 analysis are
Tables 6-1 through 6-3, Tables 7-1 through 7-3, and Table 8-3 in the “Assessment of Organics Collection
and Recyclable Recovery Enhancements in the East Metro” document dated March 8, 2019 and
provided by the center staff (copies of these tables are included in the accompanying PDF for
convenience).

Construction

The construction of the building addition and installation of the new equipment is expected to require
58 person-years of labor, or 29 workers average over the expected two-year construction period. The
$38 million of construction spending would have an overall impact of $10 million on the state, with $9
million of that in the two counties.

For the construction period, the direct impact output amount is the sum of the high range totals in
Tables 6-1 through 6-3. The direct employment and labor income are based on the “general
conditions”, “site development”, and “admin/other” line items from Table 6-1 plus the installation
amounts from 6-2 and 6-3. Forty-seven percent of “general conditions” and “site development” are
assumed to be labor income based on the IMPLAN balance sheets for the “construction of new power
and communication structures” sector. The “admin/other” line item is placed into the IMPLAN
“architectural, engineering, and related services” sector. Based on the industry balance sheet for that
sector, 57 percent of “admin/other” is included in labor income for the direct impact. All of
“installation” is considered labor. Direct employment jobs are based labor income divided by a salary of
$71,446/worker for the “construction of new power and communication structures” sector and

$93,507 for “architectural, engineering, and related services” based on the IMPLAN balance sheet data.

Assumptions made in arriving at the direct impacts for the construction period:

Labor
Table 6-1 line income % | Annual worker
item IMPLAN industry sector of total salary
general
conditions, and construction of new power and
site development | communication structures 47% $71,446
architectural, engineering, and related

admin/other services 57% $93,507
installation Labor income 100% $71,446
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The total impacts shown in Table 5 for the two-county area and the state include indirect and induced
impacts calculated by IMPLAN and added to the direct impacts described above. A critical variable in an
economic impact analysis is how much of the firm’s purchases of goods and services are made from
other industries in the study area (Ramsey/Washington County or Minnesota, in this case) versus from
outside. In this case, the engineer working on the Recycling & Energy project expects that the concrete
will be produced in Minnesota and possibly in the two-county area. Based on that information, all of the
concrete is assumed to be made in the two-county area.

Other items that for the North Addition that he thought might possibly but not definitely be

manufactured in the two counties or in Minnesota are:
Metals

Lumber

Plastics

Thermal Protection
Moisture Protection
Doors

Windows

Electrical

Given that uncertainty, only a percentage of the expenditures for each of these components is included
in the indirect and induced impact calculations. The percentages are based on the IMPLAN database’s
estimated percentages of the total regional demand for each that is purchased in the two counties or in
the state.

The engineer did not think that any of the equipment other than the possibly the conveyors would be
made in Minnesota. Based on that, 7 percent (the IMPLAN default) of the conveyor expenditures but
none of the other equipment purchases are included in the analysis.

The timeframe for the impacts is the overall construction period including the expected 18 months of
actual construction plus six months for commissioning. If annual impact amounts are desired, divide
these amounts by two.

Table 5 shows that, for example, the construction is expected to result in an additional 139 jobs in the
two-county area and 155 jobs in Minnesota if only a percentage of the above components are
purchased in Minnesota. On the other hand, if the components listed above were to be totally sourced
in Minnesota, the number of jobs would be 198 rather than 155.

Table 6 shows how the indirect and induced impacts of the construction are distributed across the
remainder of the local economy.

Ongoing Operation

The additional operation is expected to require 18 additional employees and add S5 million per year to
the operating budget for operating and maintenance expenses (Table 5). The total economic impact
would be 42 additional jobs in the state with 38 of those in the two counties. The annual operating
expenses other than labor are from the high estimates in Table 7-3, with the high estimates of
recyclables revenues from Table 8-3.

The indirect and induced impact of those additional expenses and revenues only affect the region to
the extent that those payments and receipts are to or from businesses in the region. The IMPLAN data
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suggests that the labor, electricity, and fuel are the expenses that will be mostly from within the two-
county region. The spare parts, like the original equipment, will mostly be purchased from outside the
state and so will not have an impact.

The parts and supplies expenses are allocated to the same industry sectors as for the initial equipment
purchase amounts for the DCB and recyclable recovery systems in Tables 6-2 and 6-3. The north
addition is itself is not assumed to require parts or supplies. However, similar to the construction
analysis, none of the parts or supplies are assumed to be purchased in the two counties so they have
no impact. Seven percent of the parts and supplies for the conveyors are assumed to be purchased in
Minnesota like the conveyors themselves. The cost of the conveyors is 9 percent of the total
equipment cost, so 7 percent of that 9 percent (or 0.6%) of the parts and supplies is assumed to be
purchased in the state for the statewide results. If the conveyor parts are all purchased in-state rather
than just 7 percent of them, it would add roughly one additional job.

As a result, the labor is the main factor in the economic impact of the ongoing operation, with the
electricity generation, fuel, and in the statewide analysis the conveyor parts and supplies, playing a
lesser role.

Table 7 shows how the indirect and induced impacts of the ongoing operation changes are distributed
across the remainder of the local economy. These impacts will be ongoing as long as the facility
operates at proposed levels. Table 8 shows these changes added to the contributions of the current
operation as described in Scenario 1.
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Table 5. Direct and total impacts of changes in the facility under scenario 2

Employ- Labor Value
Output ment Income Added
Construction period (two years)
Direct impact $38,184,200 58 | $4,311,708 | $4,311,708
Indirect and induced impact on Ramsey &
Washington Cos. $14,131,181 81| $5,170,973 | $7,875,632
Total impact on Ramsey & Washington
Cos. $52,315,381 139 | $9,482,681 | $12,187,340
Per capita change @ 813,744 population $11.72 $15.06
Indirect and induced impact on Minnesota $17,372,054 97 | $5,973,001 | $9,340,320
Total impact on Minnesota $55,556,254 155 | $10,284,709 | $13,652,028
Per capita change @ 5,629,416 population $1.83 $2.43
Indirect and induced if components listed in
Table__ are purchased in-state 526,534,213 140 | 59,009,024 | 513,561,403
Total impact if the components listed in
Table__ are purchased in-state 564,718,413 198 | §13,320,732 | 517,873,111
Per capita change $2.37 §3.19
Construction period (annual average)
Direct impact $19,092,100 29 | 2,155,854 | $2,155,854
Indirect and induced impact on Ramsey &
‘ P ¥ $7,065,591 41| $2,585,487 | $3,937,816
Washington Cos.
Total impact on Ramsey & Washington
o P y 8 $26,157,691 70 | $4,741,341| $6,093,670
Per capita change @ 813,744 population $5.86 $7.53
] ) ] ] $8,686,027 49 | $2,986,501 | $4,670,160
Indirect and induced impact on Minnesota
. . $27,778,127 78 | $5,142,355 | $6,826,014
Total impact on Minnesota
Per capita change @ 5,629,416 population $0.92 $1.22
Indirect and induced if components listed in
f comp $13,267,107 70 | $4,504,512 | $6,780,702
Table  are purchased in-state
Total impact if the components listed in
pact if the comp $32,359,207 99 | 6,660,366 | $8,936,556
Table  are purchased in-state
Per capita change 51.19 51.60

42

12



SUBJECT: Lazarus Economic Analysis Report

Draft 5/7/2020
Table 5 (continued)
Ongoing operation (annual)
Employ- Labor Value
Output ment Income Added
Direct impact (Operating & maintenance
expenses) $5,089,001 18| $3,479,873 | S3,479,873
Indirect and induced impact on Ramsey &
Washington Cos. $3,299,028 20| $1,080,150 | $1,904,392
Total impact on Ramsey & Washington
Cos. $8,388,028 38 | 54,560,024 | $5,384,266
Per capita change @ 813,744 population $5.60 $6.62
Indirect and induced impact on Minnesota $4,010,555 24 | S$1,274,204 | $2,243,604
Total impact on Minnesota $9,099,556 42 | $4,754,078 | $5,723,477
Per capita change @ 5,629,416 population $0.85 $1.02
Percentage changes, ongoing operation compared with current state of the facility
Indirect and induced impact on Ramsey & Washington Cos. 10.3% 9.0% 10.5%
Total impact on Ramsey & Washington Cos. 14.6% 23.4% 20.8%
Indirect and induced impact on Minnesota 7.8% 6.8% 7.6%
Total impact on Minnesota 11.3% 18.2% 15.4%

43

13



SUBJECT: Lazarus Economic Analysis Report

Draft 5/7/2020

Table 6. Industry breakdown of the indirect and induced impacts of the facility during construction.

Labor Value
Output Employment Income Added

Ramsey and Washington Counties

Ag, Forestry & Mining 0.1% 0.1% 0.0% 0.0%
Construction 1.0% 0.9% 1.3% 0.9%
Manufacturing 2.8% 0.5% 0.9% 1.5%
Transport & Util 21.4% 6.0% 11.4% 16.0%
Trade 11.9% 17.8% 14.5% 13.3%
Financial, Insurance, RE 26.8% 11.1% 12.6% 28.4%
Health-Related Services 14.3% 17.2% 24.5% 16.2%
Other Services 21.1% 44.6% 33.7% 23.2%
Public Administration 0.5% 0.5% 0.8% 0.3%
Private Households 0.1% 1.3% 0.2% 0.1%
Total 100.0% 100.0% 100.0% 100.0%
Minnesota

Ag, Forestry & Mining 0.6% 0.6% 0.2% 0.4%
Construction 1.2% 1.2% 1.6% 1.1%
Manufacturing 6.5% 1.7% 2.6% 3.4%
Transport & Util 20.1% 6.6% 11.6% 15.5%
Trade 11.7% 17.6% 14.2% 13.4%
Financial, Insurance, RE 25.4% 11.3% 13.1% 27.6%
Health-Related Services 12.5% 15.6% 21.7% 14.3%
Other Services 20.5% 43.2% 33.2% 23.2%
Public Administration 1.4% 1.2% 1.5% 1.0%
Private Households 0.1% 0.9% 0.2% 0.1%
Total 100.0% 100.0% 100.0% 100.0%
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Table 7. Industry breakdown of indirect and induced impacts of the changes in the facility during
ongoing operation, compared with the current state.

Labor Value
Output Employment Income Added

Ramsey and Washington Counties

Ag, Forestry & Mining 0.1% 0.1% 0.0% 0.0%
Construction 1.0% 0.9% 1.3% 0.9%
Manufacturing 1.3% 0.2% 0.3% 1.0%
Transport & Util 21.7% 6.0% 11.4% 16.0%
Trade 12.0% 17.8% 14.5% 13.3%
Financial, Insurance, RE 27.3% 11.1% 12.7% 28.7%
Health-Related Services 14.6% 17.3% 24.8% 16.3%
Other Services 21.4% 44.8% 33.9% 23.3%
Public Administration 0.5% 0.5% 0.8% 0.3%
Private Households 0.1% 1.3% 0.3% 0.1%
Total 100.0% 100.0% 100.0% 100.0%
Minnesota

Ag, Forestry & Mining 0.5% 0.6% 0.2% 0.3%
Construction 1.3% 1.2% 1.6% 1.1%
Manufacturing 2.2% 0.6% 0.4% 1.6%
Transport & Util 20.8% 6.5% 11.6% 15.5%
Trade 12.2% 17.8% 14.5% 13.5%
Financial, Insurance, RE 26.8% 11.5% 13.4% 28.4%
Health-Related Services 13.3% 16.0% 22.6% 14.8%
Other Services 21.4% 43.7% 33.9% 23.5%
Public Administration 1.5% 1.2% 1.5% 1.0%
Private Households 0.1% 1.0% 0.2% 0.1%
Total 100.0% 100.0% 100.0% 100.0%
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Table 8. Direct and total impacts of the facility under scenario 1, in its current state plus the scenario 2

hanges
Employ- Labor Value

Output ment Income Added
Direct impact $41,804,218 84 | $10,923,771 | $11,284,592
Indirect and induced impact on Ramsey &
Washington Cos. $33,999,392 213 | $13,123,203 | $19,984,422
Total impact on Ramsey & Washington
Cos. $75,803,609 297 | $24,046,974 | $31,269,015
Per capita change @ 813,744 population $29.55 $38.43
Indirect and induced impact on Minnesota $55,615,188 325 | $19,885,699 | $31,711,630
Total impact on Minnesota $97,419,406 409 | $30,809,471 | $42,996,222
Per capita change @ 5,629,416 population $5.47 $7.64

Revenues not considered in the results

The change is expected to generate revenue of around $2.8 million from recovered recyclables that
will offset part of the additional expenses in the center’s bottom line, but these revenues are NOT
considered in the IMPLAN analysis because they reflect forward linkages while IMPLAN only considers
backward linkages. Whether these revenues have indirect impacts on the state or the two counties
would depend on whether they are sold to buyers in the state or the two counties. If sold to buyers
within the state or the two counties, then aside from transportation the impact would depend on
whether they replace inputs that would have been imported (domestically or internationally) with the
buying industries remaining at the same volumes as before, or if the buyers started up or expanded
production as a result of these recyclables becoming available. If they are sold outside or if they
displace current purchases that are coming from outside the state (import substitution) then it would
benefit the facility’s bottom line but there would be no indirect impact of such a change on the rest of
the economy. On the other hand, small indirect and induced impacts could occur if the sector’s
businesses do start up or expand as a result of this newly-available material.

The largest component of the recyclables is expected to be aluminum at valued at $1,417,403 per year,
which could be purchased by the IMPLAN sector “Alumina refining and primary aluminum production”.
This sector does not exist in the two counties, based on the IMPLAN database. The database shows a
small aluminum refining sector elsewhere in Minnesota, with seven workers. Its annual purchases of
aluminum is about the same as the amount that would be generated by the facility, so purchasing this
output would require it to double in size, which seems unlikely, it would thus add around seven jobs in
the state. The second largest component of the recyclables is PET and HDPE, valued at an estimated
$1,017,269 per year. The IMPLAN sector “Plastics material and resins” produces an annual volume of
$716 million and purchases around $34 million of plastics and resins per year in Minnesota. That
sector also exists in the two-county region but its volume there is only around one-tenth the size in the
state as a whole. So, if the facility’s PET and HDPE is suitable to replace some of that sector’s
purchases, there would appear to be ample room to replace some of its plastics purchases that are
now coming from elsewhere without expanding its current volume.
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APPENDIX 1: METHODOLOGY

Special models, called input-output models, exist to conduct economic impact analysis. There are
several input-output models available. IMPLAN (IMpact Analysis for PLANning, MIG) is one such model.
Many economists use IMPLAN for economic contribution analysis because it can measure output and
employment impacts, is available on a county-by-county basis and is flexible for the user. IMPLAN has
some limitations and qualifications, but it is one of the best tools available to economists for input-
output modeling. Understanding the IMPLAN tool, its capabilities, and its limitations will help ensure
the best results from the model.

One of the most critical aspects of understanding economic impact analysis is the distinction between

III

the “local” and “non-local” economy. The local economy is identified as part of the model-building
process. Either the group requesting the study or the analyst defines the local area. Typically, the study
area (the local economy) is a county or a group of counties that share economic linkages, or a state. In
this study, the results are presented for two versions of the study area: 1) the entire state of Minnesota,

and 2) Ramsey and Washington Counties only.

A few definitions are essential in order to properly read the results of an IMPLAN analysis. The terms
and their definitions are provided below.

Output

Output is measured in dollars and is equivalent to total sales. The output measure can include
significant “double counting.” Think of corn, for example. The value of the corn is counted when it is
sold to the mill, again when it is sold to the dairy farmer, again as part of the price of fluid milk, and yet
again when it is sold as cheese. The value of the corn is built into the price of each of these items and
then the sales of each of these items are added up to get total sales (or output).

Employment

Employment includes full- and part-time workers and is measured in annual average jobs, not full-time
equivalents (FTE’s). IMPLAN includes total wage and salaried employees, as well as the self-employed,
in employment estimates. Because employment is measured in jobs and not in dollar values, it tends to
be a very stable metric.

Labor Income

Labor income measures the value added to the product by the labor component. So, in the corn
example when the corn is sold to the mill, a certain percentage of the sale goes to the farmer for his/her
labor. Then when the mill sells the corn as feed to the dairy farmer, it includes some markup for its
labor costs in the price. When the dairy farmer sells the milk to the cheese manufacturer, he/she
includes a value for his/her labor. These individual value increments for labor can be measured, which
amounts to labor income. Labor income does not include double counting. Labor income includes both
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employee compensation and income received by business proprietors (proprietor income is assumed
zero for the R&E Center).

Value Added

Value added includes labor income, other property type income such as rent, and taxes on production
and imports.

Direct Impact

Direct impact is equivalent to the initial activity in the economy. In this study, it is the change in
purchases.

Indirect Impact

The indirect impact is the summation of changes in the local economy that occur due to spending for
inputs (goods and services) by the industry or industries directly impacted. For instance, if employment
in a manufacturing plant increases by 100 jobs, this implies a corresponding increase in output by the
plant. As the plant increases output, it must also purchase more inputs, such as electricity, steel, and
equipment. As the plant increases purchases of these items, its suppliers must also increase production,
and so forth. As these ripples move through the economy, they can be captured and measured. Ripples
related to the purchase of goods and services are indirect impacts. In this study, indirect impacts are
those associated with spending by small businesses to purchase inputs.

Induced Impact

The induced impact is the summation of changes in the local economy that occur due to spending by
labor, that is spending by employees in the industry or industries directly impacted. For instance, if
employment in a manufacturing plant increases by 100 jobs, the new employees will have more money
to spend to purchase housing, buy groceries, and go out to dinner. As they spend their new income,
more activity occurs in the local economy. This can be quantified and is called the induced impact.
Primarily, in this study, the induced impacts are those economic changes related to spending by
employees of small businesses receiving federal funding.

Total Impact

The total impact is the summation of the direct, indirect, and induced impacts.

Other Details

IMPLAN is a regional economic analysis software application that is designed to estimate the impact or
ripple effect (specifically backward linkages) of a given economic activity within a specific geographic
area through the implementation of its Input-Output model. Studies, results, and reports that rely on
IMPLAN data or applications are limited by the researcher’s assumptions concerning the subject or
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event being modeled. Studies such as this one are in no way endorsed or verified by IMPLAN Group, LLC
unless otherwise stated by a representative of IMPLAN.

IMPLAN provides the estimated Indirect and Induced Effects of the given economic activity as defined by
the user’s inputs. Some Direct Effects may be estimated by IMPLAN when such information is not
specified by the user. While IMPLAN is an excellent tool for its designed purposes, it is the responsibility
of analysts using IMPLAN to be sure inputs are defined appropriately and to be aware of the following
assumptions within any I-O Model:

e Constant returns to scale

e No supply constraints

e Fixed input structure

e Industry technology assumption
e Constant byproducts coefficients
e The model is static

By design, the following key limitations apply to Input-Output Models such as IMPLAN and should be
considered by analysts using the tool:

Feasibility: The assumption that there are no supply constraints and there is fixed input structure means
that even if input resources required are scarce, IMPLAN will assume it will still only require the same
portion of production value to acquire that input, unless otherwise specified by the user. The
assumption of no supply constraints also applies to human resources, so there is assumed to be no
constraint on the talent pool from which a business or organization can draw. Analysts should evaluate
the logistical feasibility of a business outside of IMPLAN. Similarly, IMPLAN cannot determine whether a
given business venture being analyzed will be financially successful.

Backward-linked and Static model: I-O models do not account for forward linkages, nor do I-O models
account for offsetting effects such as cannibalization of other existing businesses, diverting funds used
for the project from other potential or existing projects, etc. It falls upon the analyst to take such
possible countervailing or offsetting effects into account or to note the omission of such possible effects
from the analysis.

Like the model, prices are also static: Price changes cannot be modeled in IMPLAN directly; instead, the
final demand effects of a price change must be estimated by the analyst before modeling them in
IMPLAN to estimate the additional economic impacts of such changes.

(Also see accompanying PDF with copies of Tables 6-1 through 6-3, Tables 7-1 through 7-3, and Table 8-3
in the “Assessment of Organics Collection and Recyclable Recovery Enhancements in the East Metro”
document dated March 8, 2019, which is a data source for the scenario 2 analysis.)
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North Addition Construction Cost Range
Description Low Range Cost  High Range Cost
General Conditions $533,600 $816,400
Site Development $637,300 $975,000
Concrete $1,353,500 $2,070,900
Metals $1,190,100 $1,820,900
Woods & Plastics $52,500 $80,400
Thermal & Moisture Protection $149,600 $228,900
Doors & Windows $555,000 $849,200
Finishes $70,000 $107,100
Mechanical $314,200 $480,800
Electrical $397,400 $607,900
SUBTOTAL $5,253,200 $8,037,500
Contingency $1,050,700 $1,607,500
TOTAL CONSTRUCTION COST $6,303,900 $9,645,000
ADMIN/OTHER PROJECT COSTS(SEE NOTE 3)  $725,000 $1,109,200
TOTAL $7,028,900 $10,754,200

NOTES:

Costs above do not include:

Equipment

Relocation Expenses.
Costs were developed using 2019 dollars.
Includes engineering fees and an allowance for miscellaneous administrative costs.

The total cost for the construction of the North Addition is estimated to be approximately $7.0 to
$10.8 million. The range in cost can be refined with further design development and is believed to
be appropriate for the level of design detailed at this time. The total cost for construction of the
North Addition does not include any components of the DCB Processing System.

DCB Processing System

The estimated cost for the Processing Enhancement equipment includes two DCB Processing Lines
capable of processing a total of 45 to 50 TPH and all associated conveyors. Also included in the
equipment cost estimate is a single additional front end loader for the tipping floor in the North
Addition for the DCB processing equipment. Table 6-2 shows a summary of the cost for the main
components of the DCB Processing system.

Table 6-2

Summary of Major Component Cost for the DCB Processing System
|Equipment Description Quantity |[Low Range Cost High Range Cost
IRobotics 2 $1,600,000 $2,000,000
IAdditional Loader 1 $500,000 $700,000
Conveyor Allowance 1 $1,125,000 $1,575,000
Subtotal $3,225,000 $4,275,000
Installation 25% $806,250 $1,068,750
Contingency 30% $1,209,375 $1,603,125
Total Capital Costs $5,240,625 $6,946,875

Foth Infrastructure & Environment, LLC o 31
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The estimated equipment cost, including installation and contingency, is approximately $5.2 to
$7.0 million. Further refinements in the design will help to narrow this range in estimated cost. The
total cost for the DCB Processing System does not include any of the construction of the North
Addition in which it will be located.

Recyclables Recovery System

The estimated cost for the Recyclables Recovery System includes a 35 to 40 TPH processing line
from the shredder to the eddy current separator including the quality control station for the eddy
current separator and all associated conveyors. Note that this eddy current quality control station is
in addition to the quality control station budgeted for purchase in 2019 for the existing non- ferrous.
Table 6-3 shows a summary of the cost for the main components of the Recyclables Recovery
System.

Table 6-3

Summary of Major Component Cost for the Recyclable Recovery System
Equipment Description Quantity |Low Range Cost High Range Cost
Shredder 1 $750,000 $1,000,000
Decline Screen 2 $700,000 $900,000
Electro-Magnets 3 $105,000 $180,000
Bag Opener 1 $150,000 $200,000
Two Inch Minus Screen 1 $275,000 $400,000
2D/3D Screen 2 $700,000 $850,000
Air Classifier 2 $900,000 $1,150,000
Optical Sorters 3 $1,800,000 $2,250,000
Eddy Current Separator 1 $300,000 $450,000
Robotic Quality Control 4 $1,100,000 $1,700,000
Conveyor Allowance 1 $2,000,000 $2,750,000
Grapple Crane 1 $225,000 $275,000
Silo Allowance 1 $300,000 $500,000
Subtotal $9,305,000 $12,605,000
Installation 25% $2,326,250 $3,151,250
Contingency 30% $3,489,375 $4,726,875
Total Capital Costs $15,120,625 $20,483,125

The estimated equipment cost, including installation, and a new grapple crane to replace the
existing aged grapple crane is approximately $15.1 to $20.5 million, based on communication with
processing and heavy equipment vendors and current Recyclable Recovery System preliminary
design. The range in cost can be refined with further design development.

Processing Enhancement

The total cost for adding all Processing Enhancement system including the North Addition, DCB
Processing System, and the Recyclables Recovery System is estimated to be between $27.3 and
$38.3 million. See Table 6-4

32 e Foth Infrastructure & Environment, LLC
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Operation and Maintenance Cost Estimate

The operation and maintenance cost associated with the Processing Enhancements System includes the
estimated costs associated with the DCB Processing System as well as the Recyclables Recovery System. An
additional front end loader operator would be required to bring co-collected MSW to the in-feed of the
DCB processing lines. An additional grapple operator is anticipated in order to observe and remove bulky
materials from the processing line feeding into the Recyclables Recovery System.

DCB Processing System

Based on the operating schedule previously discussed, it is anticipated that two operators (loader
operator and traffic director), an additional helper, an additional maintenance staff member, and an
additional electrician will be necessary for the new DCB Processing System during the hours of
operation necessary to process the incoming material. An additional helpers, mechanic and
electrician will be necessary during non-operational hours, which are estimated to be 8 hours per
day for 7 days per week.

Labor rates for the positions are estimated based on the current, fully loaded labor rate categories.
An additional 18% is added to each labor rate to account for vacation, sick leave and holiday pay
when overtime pay may be required (1.5 to 2 times the typical hourly rate). See Table 7-1 for the
detailed assumptions of shift hours and labor rates used to estimate the labor costs for the DCB
Processing System.

Table 7-1 Labor Cost Estimates
DCB Processing System Only

Labor Weekly (Total TOTAL
Position Shift Staff/ Shifts/ Hours/ [Days/ [Rate/ Hour |[Cost/ ShiftWeekly ANNUAL
Shift Day Shift Week Cost COST
Electrician Day 1 1 10 6 $52.09 $3,125 $5,228  [$271,856
Afternoon |1 1 ] 5 $52.56 $2,103
Maintenance |Day 1 1 10 6 $52.09 $3,125 $5,228  [$271,856
IAfternoon |1 1 ] 5 $52.56 $2,103
Operator Day 2 1 10 6 $48.04 $5,765 $9,646  [$501,608
Afternoon 2 1 ] 5 $48.52 $3,881
Helper Day 1 1 8 7 $40.18 $2,250 $4,527  $235,430
IAfternoon |1 1 ] 7 $40.67 $2,277
Subtotal of Annual Labor Costs During Operational Hours $1,280,750
Helpers Night 1 1 8 7 $41.81 $2,341 $2,341  [$121,745
Mechanic Night 1 1 8 7 $53.71 $3,008 $3,008  $156,393
Electrician Night 1 1 8 7 $53.71 $3,008 $3,008  [$156,393
Subtotal of Annual Costs During Non-Operational Hours $434,532
TOTAL COSTS (During Both Operational + Non-Operational Hours) $1,715,281

34 e Foth Infrastructure & Environment, LLC
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Recyclables Recovery System

For the Recyclables Recovery System labor cost estimates, it is anticipated that one operator, an
additional helper, an additional maintenance staff member, and an additional electrician will be
necessary during the hours of operation necessary to process the incoming material. An additional
helper, mechanic and electrician will be necessary during non-operational hours, which are
estimated to be 8 hours per day for 7 days per week.

Labor rates for the positions are estimated based on the current, fully loaded labor rate categories
with an additional 18% added similar to the DCB Processing System. See Table 7-2 for the detailed
assumptions of shift hours and labor rates used to estimate the labor costs for the Recyclables
Recovery System.

Table 7-2 Labor Cost Estimates
Recyclables Recovery System Only

Position Shift Staff/ ShiftShifts/ [Hours/ |[Days/ [Labor |Weekly Total TOTAL
Day Shift Week [Rate/ Cost/ Weekly ANNUAL
Hour Shift Cost COST
Electrician Day 1 1 10 6 $52.09 83,125 $5,228  [$271,856
IAfternoon |1 1 ] 5 $52.56  [$2,103
Maintenance [Day 1 1 10 6 $52.09 [$3,125 $5,228  [$271,856
Afternoon |1 1 ] 5 $52.56  [$2,103
Operator Day 2 1 10 6 $48.04  [$2,882 $4,823 250,804
Afternoon |2 1 ] 5 $48.52  $1,941
Helper Day 1 1 3 7 $40.18  [$2,250 $4,527  [$235,430
Afternoon |1 1 ] 7 $40.67 182,277
Subtotal of Annual Labor Costs During Operational Hours $1,029,946
Helpers Night 1 1 8 7 $41.81  [$2,341 $2,341 121,745
Mechanic Night 1 1 8 7 $53.71  [$3,008 $3,008  $156,393
[Electrician Night 1 1 8 7 $53.71  [$3,008 $3,008  $156,393
Subtotal of Annual Costs During Non-Operational Hours $434,532
TOTAL COSTS (During Both Operational + Non-Operational Hours) $1,464,477

Foth Infrastructure & Environment, LLC o 35
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Processing Enhancements

Table 7-3 displays the current overall O&M cost estimates for both Processing Enhancement
systems: DCB Processing System and Recyclables Recovery System. These estimates are rounded
to the nearest $1,000 to better reflect the degree of precision available at this planning stage. The
labor estimates in Table 7-3 are derived from the detailed assumptions used in Table 7-1 for the
DCB Processing System and Table 7-2 for the Recyclables Recovery System.

Based on the long operating experience at the R&E Center, other assumptions were made for total
estimated O&M costs, which include, but are not limited to, parts and supplies, electricity, and fuel.
It was assumed that the DCB Processing System would use about one third of the parts, supplies
and electricity compared to two thirds for the Recyclables Recovery System.

Refinements to these estimates should be made almost continuously as more detailed information
about the procurement method, equipment selections, and recovery rates are developed. Note that
the current O&M budget at the R&E Center is approximately $5.2M.

Table 7-3
Overall O&M Cost Estimates
For Both Processing Enhancement Systems

Annual Cost Estimates

Recyclables Recovery System
IDCB Processing System TOTAL

Labor! $1,715,000 $1,464,000 $3,179,000
Parts and Supplies $250,000 to $333,000 $500,000 to $667,000 $750,000 to $1,000,000
Electricity $108,000 to $133,000 $217,000 to $267,000 $325,000 to  $400,000
Fuel $55,000 to  $70,000 $0 to $0 $55,000 to  $70,000
Contingency $205,000 to $217,000 $201,000 to $223,000 $406,000 to $440,000
TOTAL O&M COST [$2,333,000 to $2,468,000 [$2,382,000 to $2,621,000 |$4,715,000 to $5,089,000
ESTIMATE

Notes:

1 Based on labor rates and shift assumptions in Tables 7-1 and 7-2)

The annual O&M costs are presented individually for the DCB Processing System and the Recyclables
Recovery System as well as an estimated total cost for both systems. Foth anticipates that there may be
some overlap in labor if both systems were installed and the total labor cost may be reduced if the R&E
Board proceeded with both projects.

The addition of the DCB Processing System and Recyclables Recovery System will result in an
increase in the electrical usage at the R&E Center. However, the exact costs will be dependent on
the final design and specific equipment utilized and can be calculated upon the final design
approval. The estimated electrical costs are based on the current system electrical usage and a
comparison of estimated electrical demand for the preliminary design of the Processing
Enhancements.

36 o Foth Infrastructure & Environment, LLC
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The Processing Enhancements system equipment maintenance generally includes costs associated
with the conveyors, shredder, disc screens, optical sorters, robotics, and air classifiers. Based on the
anticipated maintenance items and communication with equipment vendors the estimated
maintenance cost for parts and supplies only for the Processing Enhancements system is $750,000
to $1,000,000/year, but will depend on the specific equipment utilized.

Total annual operation and maintenance cost associated with operation of the Processing
Enhancements system are estimated to be approximately $4.7 to $5.1 million. It is important to
note, this operation and maintenance cost does not include transport and processing fees for
recovered DCBs or Organic Rich Materials.

Foth Infrastructure & Environment, LL.C o 37
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Table 8-3
Estimated Potential Revenue from Materials Recovered Using a Processing
Enhancements System
Current Assumed Low Low
Material Market Downgraded Market Estimated Estimated
Price/Ton percentage Price/Ton>  Annual Annual
1 Revenue Revenue
PET $305 80% $244 $461,526 $653,829
HDPE $380 80% $304 $256,546 $363,440
Cardboard/Boxboard $93 60% $56 $41,488 $69,146
Ferrous (Tin/Steel containers) $225 55% $124 $202,863 $280,888
Non-ferrous (Aluminum) $1,440 55% $792 $1,023,680  $1,417,403
Estimated Total Annual Revenue $1,986,102  $2,784,705

! Current market prices from RecyclingMarkets.net accessed on May 7, 2018 as presented in Foth Memo, Analysis for Recovery of
Recyclable Commodities using Pre-Processing, June 12, 2018.

2 The assumed market price is reduced from the current market price to be conservative given market variability and product
cleanliness.

The estimated revenue associated with the marketable materials recovered using a Recyclables Recovery
System is estimated to be approximately $2.0 to $2.8 million annually. This is considered a conservative
estimate based on data from the Waste Characterization, reduced recovery rates, and reduced market
value for marketable materials.

There are also costs associated with the Organic Rich Material from the Recyclables Recovery
System as well as the organics from the DCB Processing System. As previously discussed, there is
currently no established market for the Organic Rich Material recovered from the Recyclables
Recovery System.

8.3 Identification of Ongoing Changes to MSW

MSW continues to be subject to the Evolving Ton which is the phenomenon where MSW
composition continue to change over time due to adjustments in packaging and light weighting of
materials in general. Packaging while being light weighted continues to become stronger over time
such as the increased strength of plastic including Polyethylene (PE) used in garbage bags. The
Recyclables Recovery System includes a shredder and a bag breaker to assist with this
phenomenon. The Recyclables Recovery System design allows for flexibility including room for
additional equipment and allowance for changes in equipment and technology over time.

Technology is also evolving to allow for the installation of equipment including cameras that
identify material in the MSW by shape, color, and design; and optical sorting that uses a materials
chemical fingerprint to allow characterization of the materials. The R&E Board has authorized
purchase of a camera and data logging system in 2019 that will be used for identification of waste
type and composition. This data can be used going forward to determine what materials continue to
remain in the waste stream. However, it is important to note that the technology does have
limitations, particularly where the burden depth is such that all items cannot be viewed by the
equipment.

40 o Foth Infrastructure & Environment, LLC
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Date

ESTIMATED SCHEDULE OF EVENTS
R&E-Related BOND SALE

Action/Event

May 18

May 21

May 26

May 28

June 22

June 25

June 30

July 13

July 14

5.9.2020

MN Legislative session adjourns (R&E will know state bonding amount for REC
Enhancements project); Begin process of grant agreement with state (likely
MPCA)

R&E FACILITY & FINANCE COMMITTEE meeting — present information about
financing pathway

WASHINGTON COUNTY BOARD workshop on financing issues related to R&E

R&E BOARD meeting — R&E Board will make decision about proceeding with

project, and

e Authorize negotiation and execution of documents for R&E receipt of state
bond funds

e Approve and recommend county approval of Ramsey County to proceed
with issuing GO bonds

e Authorize proceeding with development of finance engineering and
architecture plans, contingent on sale of bonds

RBA for first reading of ordinance due to Ramsey County Manager
e RBA to set hearing date due to Ramsey County Manager
e RBAs due to County Manager in Ramsey County and County administrator in
Washington County to: Approve and recommend county approval of
Ramsey County to proceed with issuing GO bonds

R&E BOARD meeting:
e Review 2020 and 2021 budgets
e Board direction to authorize the JLT to work with the Construction Manager
to issue solicitations for prime contractors/equipment

RAMSEY COUNTY Agenda Review for

e First reading of ordinance at Ramsey County Board meeting

e Set date for public hearing (No sooner than 10 days after first reading)

e Approve and recommend county approval of Ramsey County to proceed with
issuing Sxxx in GO bonds

RBA for second reading of ordinance due to Ramsey County Manager
RBA for holding public hearing due to Ramsey County Manager

RAMSEY COUNTY BOARD:

e First reading of ordinance at Ramsey County Board meeting
e Set date for public hearing (No sooner than 10 days after first reading)
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e Approve and recommend county approval of Ramsey County to proceed
with issuing GO bonds

WASHINGTON COUNTY BOARD:
e Approve and recommend county approval of Ramsey County to proceed with
issuing GO bonds

July 20 RBA for approval of bonding ordinance due to Ramsey County Manager
July 21 Agenda Review for second reading and public hearing RBAs
July 23 R&E BOARD meeting —

e Approval of 2021 budgets

e Approval of 2021 tipping fees

e Labor agreement

e Solicitation for AD facility

e DCB order fulfillment contract

e Transload Agreements

e Approve agreement between Washington County and Ramsey County on
joint bonding

e Approve loan agreement between Ramsey County and R&E Board,
contingent on sale of bonds

e Approve loan agreement between Washington County and R&E Board,
contingent on sale of bonds

July 28 Agenda Review for bonding ordinance RBA

August 4 RAMSEY COUNTY BOARD Meeting
e Second Reading of bonding ordinance
e Hold Public Hearing

August 11 RAMSEY COUNTY BOARD
e Approval of bonding ordinance
e Approve loan agreement between Ramsey County and R&E Board,
contingent on sale of bonds
e Approve agreement between Washington County and Ramsey County on
joint bonding

WASHINGTON COUNTY BOARD:
e Approve agreement between Washington County and Ramsey County on
joint bonding
e Approve loan agreement between Washington County and R&E Board,
contingent on sale of bonds

August 14 Begin preparation of draft official statement

5.9.2020
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August 19 Publication of Ordinance
Forty-five (45) day Referendum Petition waiting period starts

Sep. 21 RBA/Resolution authorizing bond sale due to County Manager
Sep. 22 Draft official statement distributed for review internally

Sep. 28 Agenda Review for bond sale authorization resolution

Oct. 3 Ordinance becomes effective

Referendum period closes 45 days after Ordinance Publication
Oct. 6 RAMSEY COUNTY BOARD — Approval of resolution authorizing bond sale

Oct. 7 Post final Official Statement on internet
Final Preliminary Official Statement delivered to rating agencies

Oct. 15 Rating determination by Moody’s and Standard & Poor’s

Oct. 1 —Nov. 30 If applicable, state bonding agreements are executed
Oct. 19 Ramsey County takes bids on bonds
Oct 2 RBA awarding sale of bonds Due to Ramsey County Manager
Oct. 12 Agenda Review for awarding sale of bonds RBA
Oct. 20 RAMSEY COUNTY BOARD considers awarding the sale of bonds
Nov. 15 Bond proceeds received

Nov. 15 - Dec. 15 R&E BOARD meeting — Board to approve contracts with initial prime contractors
and equipment vendors

Start for construction at R&E Center; if applicable: assuming state loan
agreements are executed

Dec. 31 End of Budget Year 2020

5.9.2020
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Attachment 4: Community Engagement Summary

Decision to Purchase R&E Center

As Ramsey and Washington counties were evaluating the potential purchase of the R&E Center in 2015,
they engaged with key stakeholder groups as follows:

Residents

o Hosted six open house events, geographically distributed throughout both counties, and
numerous one-on-one meeting with members of the community to solicit feedback on
the proposed purchase of the R&E Center.

o Met with 25 members of the League of Local Women Voters to seek input. Attendees
expressed support for the project, and no concerns regarding public ownership of the
facility.

Businesses

o Met with multiple business organizations, including Main Street Stillwater Independent
Business Alliance, Latino Economic Development Center, East Side Neighborhood
Development Company, White Bear Lake Chamber, and Greater Saint Paul Building
Owners and Managers Association, to seek feedback on proposed purchase of the R&E
Center.

Haulers

o Sent four mailings to all licensed haulers in two counties to inform and seek feedback on
the proposed purchase of the R&E Center.

o Met with nine haulers — including large and small companies — to seek input. Local
haulers were supportive of public ownership of the facility as an independent location
for waste disposal. One hauler indicated that it would be “catastrophic” to local haulers
if the facility were to close.

Municipalities

o Met with city managers, city recycling coordinators, Newport mayor and city
administrator, and Ramsey County League of Local Government to seek feedback on
proposed purchase of R&E Center.

Other Stakeholders

o Met with Xcel Energy, Saint Paul Porth Authority, and Great Plains Institute to seek

feedback on proposed purchase of R&E Center.

2018-2038 Solid Waste Management Master Plans

Both counties independently engaged their communities in planning their coordinated Solid Waste
Management Master Plans. Feedback gathered through engagement efforts described below was
valuable in shaping the counties’ plans.

Residents/Businesses

o Opportunities for master plan feedback were shared via county websites, social media,
and e-newsletters.

o Ramsey County connected with over 75 community organizations for listening sessions
and/or to survey their members. 128 people attending listening sessions, and 565
people completed surveys.

o Washington County received input from 549 residents via online survey.

o Washington County received input from 120 businesses via online survey.

o Interviews were conducted with three multi-unit property managers to seek input.

Haulers

63



SUBJECT: Community Engagement Summary

o Letters/emails were sent to all licensed haulers seeking input on the master plans. Five

haulers were interviewed by phone.
e Municipalities

o Letters/emails seeking master plan input were sent to city managers/administrators and

recycling coordinators.
e Other Stakeholders

o Ramsey County convened a Solid Waste Advisory Committee, which consisted of 25
members, including residents, industry representatives, and municipal representatives.
The group convened four times to offer feedback on the master plan.

o Washington County convened an Ad Hoc Waste Management Planning Committee,
consisting of seven individuals, to provide input. The group met twice to provide
feedback.

o Seven school district representatives were interviewed via phone to seek input.

Waste Designation

In 2016 and 2017, as R&E and the two counties were considering developing waste designation
ordinances, they engaged with the community in the following ways:

e Residents
o The counties and R&E created pages on their websites specific to the topic, where
individuals could submit questions and comments. Opportunities to provide input were
shared via county social media and e-newsletters.
o Both counties held public hearings regarding the waste designation plan.
e Haulers
o An email was sent to all licensed haulers in the two counties, seeking their input on
waste designation. Local haulers expressed support for waste designation as a way of
leveling the playing field, as some of the larger haulers own their own disposal facilities.
o All licensed haulers were invited to the public hearing, as well as informational meetings
specific to haulers. Three informational meetings were held, with a total of 24 haulers
attending. Questions and answers raised at the hauler meetings were posted on the
R&E website and emailed to licensed haulers.
o Adraft of the waste delivery agreement was sent to all licensed haulers for feedback.
After incorporating changes in response to feedback on the first draft, a second draft of
the waste delivery agreement was sent to haulers for feedback.
o Draft county designation ordinances were also sent to haulers for feedback.
e Municipalities
o Emails were sent to municipal administrators/managers and city recycling coordinators
seeking their input on waste designation and inviting them to the public hearing.
e Other Stakeholders
o Both counties solicited input from advisory committees. Washington County worked
with the Ad Hoc Waste Management Planning Committee it formed to prepare its Solid
Waste Management Master Plan in 2012. The committee was made up of six members
representing one resident, two haulers, one city, one Newport resident, and one MPCA
member. Ramsey County formed an advisory committee to advise specifically on waste
designation. The committee was made up of six city representatives, four residents, one
member of League of Minnesota Women Voters leadership, and several haulers.

Waste-to-Energy

In surveying residents and businesses, the counties have learned the following on perceptions of waste-
to-energy:
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e Residents
o Responses to 2014, 2016, and 2018 Ramsey County residential surveys indicated broad
support for waste-to-energy, with 74-88% of respondents stating that they support this
method of waste management (9-19% indicated that they didn’t know whether they
supported waste-to-energy, and 2-6% indicated that they did not support it). Most
respondents listed recovering recyclables and then processing trash into a fuel as the
best option for waste management.
e Businesses
o Responses to 2015, 2017, and 2019 Ramsey County businesses surveys indicated broad
support for waste-to-energy, with 86-89% of businesses supporting this waste
management method (9-11% indicated that they didn’t know/care, and 1-3% indicated
that they did not support waste-to-energy).
o 79% of respondents to 2017 Washington County business survey were supportive of
waste-to-energy.

System Enhancements - Durable Compostable Bags and Recyclables Recovery

The following input is helping shape plans for system enhancements at the R&E Center:

e Residents

o Responses to 2014 Ramsey County residential survey indicated support for additional
infrastructure to recover recyclables from the trash (83% support) and to recover
organics to be converted to biofuels (78% support).

o 84% of respondents to 2017 Washington County residential survey indicated that they
would be willing to separate organic waste if organics collection were offered.

o Residents were surveyed on the durable compostable bag concept: 132 in-person
interviews were conducted in nine community locations, and 2,380 people completed
an online survey. 90% indicated that they thought they would participate in the
program. Respondents provided feedback on bag distribution and sizing that is shaping
program development.

e Haulers

o All haulers licensed in the two counties were sent a survey to collect feedback on the
durable compostable bag concept.

o Six haulers — representing both large and small companies — were surveyed via phone
on the durable compostable bag concept. Overall, they were supportive of the idea and
appreciative of the fact that it would not require additional trucks or equipment.
Emphasized that education will be a key component of a successful program.

e Transfer stations

o Met with every transfer station under contract with R&E to discuss the durable

compostable bag concept.
e Municipalities

o All municipalities in the two counties were surveyed to seek input on the durable
compostable bag concept. 87% of respondents indicated that they liked the concept; 3%
indicated that they disliked the concept. 92% indicated that they’d be willing to partner
on outreach and education to support the program.
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MUNICIPAL ADVISORS

now joined with
Springsted and Umbaugh

Baker Tilly Municipal Advisors, LLC
380 Jackson St., Ste 300

St. Paul, MN 55101

United States of America

T: +1 (651) 223 3000
F: +1 (651) 223 3046
bakertilly.com
TO: Ramsey County
Washington County

FROM: Kathleen Aho, Principal
Elizabeth Bergman, Director
Terri Heaton, Principal

May 12, 2020

RE: Proposed Ramsey/Washington Recycling & Energy Project Financing

Background: Ramsey/Washington Recycling & Energy (“R&E”) is governed by the Ramsey/Washington
Recycling & Energy Board (“REB”) formed under a joint powers agreement between Ramsey County and
Washington County. The REB was established to further the recycling and waste management goals of the
two counties. The joint powers agreement was amended and restated on September 22, 2015, in part to
provide for the acquisition and improvement of an existing facility. In addition to amendments in January
2016 and January 2019, the REB acted to amend the JPA on January 23, 2020 to modify provisions related
to the Operating Reserve Fund and create an Enterprise Reserve Fund to facilitate financing of renovation
of the administration building and construction of an enclosure for the residue/RDF load-out area.

The facility receives solid waste from the counties and others and processes it into fuel. In late 2015,
Ramsey County and Washington County provided $17,812,000 (73%) and $6,588,000 (27%) respectively
as loans to the REB for the purchase of the facility. Washington County provided its loan from cash and
Ramsey County provided its loan from the issuance of its $17,900,000 General Obligation Solid Waste
Facility Revenue Bonds, Series 2016A. (the “Series 2016A Bonds").

Each loan to REB is evidenced by a Loan Agreement between the respective County and REB. The loans
are to be repaid by REB on a parity basis, meaning the loans have an equal claim on the net revenues of
the facility. Moneys pledged to repayment are solely net revenues of the facility, including any contributions
from the Counties’ Environmental Charge (CEC) revenues.

The loans are repayable January 15 (principal and interest) and July 15 (interest only) each year to and
including January 15, 2041. The interest rate on the Washington County loan is equal to the yield on each
maturity of the Series 2016A Bonds which ranged from 0.55% in 2017 to 3.25% in 2041. Payments under
the Ramsey County loan are equal to the principal and interest due on the Series 2016A Bonds. In the
event of a failure to make full payment, and provided that REB pays principal and interest under the two
loans on a pro rata basis to the extent of Net Revenues, there is no default and any unpaid amounts are
carried forward with interest. The loan agreements terminate upon repayment of the loans in full.

In addition to the loans described above, REB has outstanding loans from the counties for the Bulky
Waste Residue Load Out project. These loans are 5-year interest free loans with $307,010 due each
year through and including 2023. A 2020 borrowing will require approximately $833,333 in annual debt
service from 2024 through and including 2029.
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Proposed Project Financings: The REB approved an Enhancements Financing Plan in 2019 that included
i) administration building renovations and construction of RDF/residue load-out enclosure ($5,000,000)
and ii) installation of an organics collection system and recyclables recovery system ($42,771,450).
Financing for the renovations and load-out enclosure will be provided by loans from the counties under
the 73%/27% split. Financing for the recycling system improvements is the subject of this memorandum.

The Enhancements Financing Plan anticipates the following:

Summary: R&E Center Enhancement Financing Plan
Project’ L.l;:emr:tt;it Funding Source Timeline
A loan from the counties to the * Loan issued: January - February 2020
R&E Board related to the * Procurement of vendors: August —
R&E Center Administration Operating Reserve Fund and to- December 2019
Building Renovation and 45,000,000 be-created Enterprise Reserve * Design work: Q1—Q2, 2020
RDF/Residue Load-out e Fund, coupled with the « Construction begins: Q2 —Q3, 2020
Enclosure elimination of the obligation of
the counties to maintain the
ORF, over ten years
1) R&E Facility Budget surplus ¢ Procurement of vendors: August —
Retaining Construction funds from 2018 — 2019 December 2019
- Manager, Architect and 2,776,440 2) Facility budget funds for » Design work to prepare design ready for
E Engineer for e 2020 construction bidding: January — May 2020
E Preconstruction Design  Preconstruction design ready for bidding:
E May — June, 2020
£ 1) Seek state bonding in the * Bonding application submitted to MMB:
g Expansion of the tipping amount of $21 Million June 14, 2019
€ floor and processing $17,896,402 2) Finance R&E’s share (local * 2020 Legislative Session: Feb. — May 2020
E line for DCB recovery match) through a loan from « Final decisions on local bonding: following
gz:j the counties, with counties legislative session
Equipment for recovery using GO Bonds® » Construction: June 2020 to mid-2022
of recyclables from $22,098,608 3) Consider outside funding, e.8. | « Operations begin late-2022
MSW Closed Loop Fund
Notes:
1. Projects related to the R&E Center, primarily focused on recovering more value from waste. The policy basis, previous commitments and policy
approvals from 2015 to present led to the system predesign and analysis presented at the March 2019 R&E Board workshop and led to action at the
May 2019 R&E Board meeting stating the intent to proceed.
2. Upper-end cost estimate is “all in,” including site capital costs, equipment capital costs, construction manager agency & architect/engineer services.
3. If state bonding does not occur, R&E and the counties will need to decide on local funding amounts and timing.

SOURCE: R&E Enhancements Financing Plan approved August 21, 2019.

REB'’s finance team represented on March 4, 2020 that REB had requested state financing of up to 50%
of the project and that the Governor had included $8 million in his bonding request. Given this
information, the resultant share of the project would range from approximately $21.4 million to $42.771
million depending on the outcome of the state funding request. REB has expressed an interest in having
the two counties leverage their general obligation credit strength to provide low cost, low covenant,
achievable financing for the project.

A number of revenue bond structural elements were discussed at the March meeting and can be found in
the financing memo prepared by REB’s municipal advisor and dated February 28, 2020. Without
restating that full discussion here, when asked the bottom-line question of whether REB could effectively
sell a revenue-only issue without any credit support from the counties the answer was no. It was further
stated that the existing loans would need to be subordinated to any revenue debt issued. We agree with
this assessment for two primary reasons: i) REB itself has a short history as the owner/operator of the
facility and ii) the financial performance supported by published audits does not support the net revenue
level needed to market stand-alone revenue bonds.
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While financial performance improvements over 2016 and 2017 were experienced in 2018 and 2019,
without a longer history of sustained financial results that support combined debt service, a stand-alone
revenue transaction is probably out of reach. A revenue bond may be able to be structured with added
credit support from the counties in the form of a direct revenue pledge for debt service shortfalls or an
obligation to refill a debt service reserve fund if shortfalls make draws necessary. Although either of
these is possible, neither shelters the counties’ financial exposure if revenues are insufficient. If revenue
bonds do not offer financial distance for the counties, the question that needs to be asked is if it is worth
the additional cost and restrictive covenants of a revenue bond for these projects? Also, the counties
have a vested interest in the successful continued efficient operation of R&E and are unlikely to let the
facility fail in any event. With the level of need for and commitment to the services R&E provides, general
obligation bonds will provide the lowest cost financing to a facility that is essential to safekeeping
residents’ health and environment.

Cooperative Funding Alternatives: Assuming general obligation bonds are issued, the counties have the
options of issuing separate bonds secured by their respective credits (both Aaa/AAA) or having one
county issue the bonds and enter into a financing agreement with the other that provides for the second’s
share of the debt service. Either is an acceptable approach. To reduce the combined level of
administrative effort and post-issuance carrying costs, the latter approach is preferred by both county
staffs, with Ramsey County being the issuing entity.

In discussion with bond counsel for each county, the most straightforward means of doing this is similar to
the approach used by the Minnesota Public Facilities Authority (“MPFA”) when it provides funding for
local water and sewer projects. Under its model, the MPFA issues bonds pledging its revenues in
support of debt service. Any individual local borrower issues a general obligation bond and in essence
“sells” it to MPFA, securing its proportionate share of the debt with its general obligation credit. For the
counties, the proposal has been that Ramsey County will issue the total amount of bonds (the “Master
Bonds”) to include project costs and costs of bond issuance, and Washington County will provide a
general obligation debt instrument in favor of Ramsey County that supports its 27% share of the debt
service.

Some comments on this financing to consider:

e To the investing public this will be a Ramsey County general obligation bond and Ramsey County
will be responsible for post-issuance compliance (arbitrage and continuing disclosure).

e Ramsey County’s credit will be the primary subject of the credit rating review for the new bonds.

e To the rating agencies, each debt obligation will be considered in the respective county’s rating
evaluation. It is possible that after at least three year’s audited financials demonstrate that REB
net revenues have been sufficient to cover the debt service, the REB debt will be backed out of
the analysis. "Considered” does not necessarily mean that it will change either rating, just that it
will be a factor in the overall evaluation.

e Each county will need to report their transaction on EMMA. New SEC rules and Washington
County’s Series 2019A Bonds’ continuing disclosure agreement require that material financial
obligations be reported.

e Highly unlikely, but if either county misses a debt payment for any reason, including innocent
error, the failure will need to be reported on EMMA by that county and disclosed in offering
statements for five years. If one county misses its payment (Ramsey County to bond holders or
Washington County to Ramsey County), only that county would be required to file. Depending on
the rating agency and the cause of the default, it could potentially affect that county’s bond rating.

Equipment Financing. A significant amount of the financing is for equipment and special rules related to
the term of the financing apply. Bond counsel has determined that all of the proposed costs of the project
are eligible capital expenditures which may be financed by bonds. We assume that the revenues pledged
for the payment of the bonds, including the revenues of the recycling facility, will produce at least 105% of
the debt service on the bonds, therefore there is no state law limitation on the economic life of the bond-
financed facilities. The bonds are not expected to be private activity bonds, therefore the 120% test that
limits the average maturity of bonds to not more than 120% of the average reasonably expected
economic life of the bond-financed property will not apply. Economic life, however, becomes relevant to

68



SUBJECT: Memorandum - Baker Tilly

the extent any bond-financed equipment or other property is disposed of, and in such case, there is a
safe harbor if the weighted average maturity of the bonds financing such equipment or personal property
is not greater than 120% of the reasonably expected life of the equipment or personal property.

After consulting depreciable life tables, bond counsel concluded that the economic life of the equipment to
be financed with the bonds is 10 years. Accordingly, they recommend that the economic life of the
portion of the project constituting the acquisition and installation of the equipment (i.e., not including the
North Addition) have a weighted average maturity of up tol2 years (which is 120% of the reasonably
expected life of the equipment). Given current anticipated interest rates for 20-year Ramsey County
general obligation bonds and a level debt service amortization, the average life of the Master Bonds
would be less than 12 years. The final Master Bond structure will need to be reviewed with this
requirement in mind as alternatives to a level debt amortization are being considered to better reflect
project completion and ramp-up.

Additional Covenants. It is typical for revenue obligations to have a number of covenants that provide
assurances to the investor. With the increase in the amount of debt outstanding it was felt that two
covenants were needed in addition to those in the 2015 loan agreements. Care was taken to be modest
in these requests to minimize any impact on revenues or operating flexibility while still providing the
counties with some added security.

e Coverage Covenant: In Minnesota, general obligation borrowers have to show 105% coverage in
order to avoid levying for debt service. In 2016, Ramsey County avoided having to make a levy
by providing the additional 5% from its CEC. The CEC funds of each county are used for other
county purposes and to avoid making additional pledges of these or other funds of the counties, a
105% coverage requirement will be requested. By imposing a coverage requirement, it is not the
counties’ intent to require permanent payments in excess of the debt service on the Master
Bonds. A number of options are under consideration to achieve the objective of the counties to
marginalize the impact on REB, comply with federal rules that might apply and minimize the
likelihood of a levy by either entity.

e Additional Debt Covenant: In addition, the counties will be requesting that future additional debt,
either parity or subordinate, require approval by the counties for as long as the loans remain
outstanding.

Adequacy of Revenues. The table below shows the last four years’ financial performance. The
Enhancements Financing Plan indicates that tipping fees were adjusted upward from levels set prior to
REB acquiring the facility are reflected in revenue results.

2016 2017 2018 2019

Total Operating Revenues $ 32,702,600 $ 34,462,856 $37,485,892 $38,274,130
Total Operating Expenses 33,833,683 35,631,092 35,438,727 37,701,363
Operating Income (Loss) $(1,131,083) $(1,168,236) $2,047,165 $ 572,767
Plus:

Depreciation 2,708,826 2,361,581 2,406,616 2,246,538

Investment Earnings 17,146 62,287 128,349 __ 166,848
Net Revenues Available for $ 1,594,889 $ 1,255,632 $ 4,582,130 2,986,153

Debt Service

SOURCE: R&E Enhancements Financing Plan approved August 21, 2019, preliminary 2019 financial statements.
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The current combined debt service due the Counties under the existing loan agreements is approximately
$1.7 million annually. Using the table below, a level annual debt service assumption, and a debt service
interest rate 2.25%, debt service for the combined loans from the Counties will be about $4.6 million (no
state funding), $4.0 million ($8 million state funding), or $3.1 million (50% state funding) assuming an
allowance for costs of issuance and 105% coverage. (These numbers will increase by $500,000 in 2024
through 2029, then drop by $833,333, reflecting repayment of the smaller loans.) Historic net revenues do
not support this level of debt service, but significant changes are anticipated in the future by REB.

Estimated Annual Debt Service*
(numbers in thousands)

Project Cost —» $42,771 $34,771 $21,386
Rate

2.00}/0 $2,794 $2,271 $1,397

2.25% $2,862 $2,327 $1,431

2.50% $2,931 $2,382 $1,465

2.75% $3,000 $2,439 $1,500

3.00% $3,071 $2,496 $1,535

Assumes 1.05x coverage and an allowance for costs of issuance.

We have not been asked to project the sustained ability or inability of REB to meet increased debt
payments and other obligations over the next 20 years. This work has been done by the REB’s municipal
advisor. Projections of debt service at varying state contribution levels have been calculated with
tonnage sustained at 450,000 tons/year, most expenses increased by 2% or 3% annually, recovery
revenues ramping up to $2.4 million annually following project completion, and expense reductions of
$1.45 million inflating annually (NSP fuel supply agreement and landfill expense) beginning upon project
completion.

County staff has engaged R&E staff in discussion of the effects of the pandemic on tonnage and has also
been provided with cash flows to test sensitivity.

Other Financing Considerations

Green Bonds. Ramsey County’s 2016A Bonds were issued as Green Bonds. Green Bonds are bonds
issued under voluntary process guidelines developed to help the debt markets identify projects that
contribute to environmental sustainability. Eligible Green Project categories are limited but include
“pollution prevention and control (including reduction of air emissions, greenhouse gas control, soil
remediation, waste prevention, waste reduction, waste recycling and energy/emission-efficient waste to
energy.” While it is still not apparent that the Green Bond designation lowers borrowing rates, there are
some that feel that it does expand investor interest and might have marginal benefits. The Green Bond
Principles are reviewed each year and staff will be investigating the current requirements of the
designation to determine if it is reasonable to designate the Master Bonds as a Green Bond and the
cost/benefit of maintaining any continuing disclosure requirements or measures to support the
designation.

Market Conditions. Over the last several weeks, the disruption to daily life caused by the COVID-19 virus
has been mirrored in the markets, including the municipal market. Trusted courses of access to capital
had been significantly impaired and interest rates had been volatile but are now relatively stable. Still, the
municipal market is not functioning as it has in the past and is somewhat unpredictable as it responds to
new announcements or actions related to COVID-19. While wild swings in rate levels have not been
seen recently, certain credits are not finding buyers. At this writing, we do not expect this to be the case
with high quality credits such as Ramsey County or Washington County general obligations. Rates
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remain at historically low levels where access has been available. (See “Historical MMD AAA GO Yield
Distribution” graph that follows.)

Historical MMD AAA GO Yield Distribution
January 3, 1993 through May 12, 2020
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We will keep you apprised of market conditions, but at this time they need to remain a key part of the
planning process. Expenditure commitments should not be made until a financing source is secured.
Also, some events have caused disruption in the ability of bonds to be sold competitively. Alternative
vehicles exist and if needed, will be identified for the Counties’ consideration. As stated previously, at this
time we do not anticipate a problem with the counties’ ability to issue general obligation debt.

Summary. In conclusion, this letter outlines the considerations and options that were considered as a
financing team in developing a financing strategy. The financing strategy includes a general obligation
bond issued by Ramsey County with a supporting general obligation note issued to Ramsey County by
Washington County for Washington County’s share is the preferred avenue for financing this project. Both
counties want to wait until the legislative session has ended and funding levels by the state are known
before asking their separate County Boards to approve bonding. A time schedule has been developed
jointly with R&E staff that will allow for county deliberations, procedural steps in issuance (which include a
45 day petition period as part of Ramsey County’s ordinance process) and delivery of proceeds in
November.

Baker Tilly Municipal Advisors, LLC is a registered municipal advisor and wholly-owned subsidiary of Baker Tilly Virchow Krause, LLP, an accounting firm. Baker Tilly Virchow Krause,
LLP trading as Baker Tilly is a member of the global network of Baker Tilly International Ltd., the members of which are separate and independent legal entities. Copyright 2019 Baker Tilly
Municipal Advisors, LLC
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RAMSEY/WASHINGTON

RECYCLING & ENERGY
R&E BOARD MEETING DATE: May 28, 2020 AGENDA ITEM: Vlil.a.
SUBJECT: Facility Update
TYPE OF ITEM: INFORMATION O POLICY DISCUSSION ACTION
SUBMITTED BY: Ryan Tritz, R&E Center Manager
FACILITY & FINANCE COMMITTEE ACTION REQUESTED:
For information only.
EXECUTIVE SUMMARY:
Staff will provide an update on R&E Center operations.
ATTACHMENTS:
None.
FINANCIAL IMPLICATIONS:
None.
AUTHORIZED SIGNATURES DATE
JOINT LEADERSHIP TEAM

gm\ 5/22/20
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