LEWISTON CITY COUNCIL WORKSHOP AGENDA

Tuesday, December 11, 2012
City Council Chambers

6:00 p.m. Workshop

Pledge of Allegiance to the Flag.
Moment of Silence.

WORK SESSION

Discussion of Land and Building Lease - Zero Sort Recycling Processing Facility at City Solid
Waste Complex on River Road.

The City of Lewiston is an EOE. For more information, please visit our website @ www.lewistonmaine.gov and click on the Non-Discrimination Policy.


http://www.ci.lewiston.me.us/

LEWISTON CITY COUNCIL
WORKSHOP AGENDA
December 11, 2012
6:00 P.M.

1. Land and Building Lease — Zero Sort Recycling Processing Facility at City Solid Waste
Complex on River Road.

City staff has been in discussions with Casella Recycling LLC for a number of months
regarding the potential to establish a single-sort recycling processing facility at our solid
waste complex on River Road. At the present time, the city has a contract with Casella
to transport our recyclable materials to its processing facility in Charlestown,
Massachusetts, which also handles materials from other Casella customers in Maine and
New England. At Charlestown, recyclables are sorted, separated, and shipped to
customers for reuse.

Under this proposal, a similar but smaller operation would be established in Lewiston.
Casella estimates that this would involve an investment of $4 million to retrofit and add
a 15,000 square foot expansion to our existing shredder building. Materials would be
received from customers throughout Maine. Casella estimates that about 25 jobs would
be created with an annual payroll of $1 million.

The City’s current facility is primarily used to transfer zero sort materials from Lewiston
and a number of surrounding communities. Materials are brought to the facility,
transferred into larger vehicles, and shipped to Charleston. Given the size of our facility,
it is currently significantly underutilized.

This proposal would not include the City’s landfill, which will continue to be owned,
operated, and overseen by the City and our employees.

This proposal presents a number of potential advantages to the City including:

Enhanced use of our currently underutilized transfer station building

Additional employment

Enhanced real and personal property taxes

Annual lease payments

Reduced costs associated with our zero-sort recycling program since material will

no longer need to be shipped to Massachusetts

o Potential growth in the acceptance of zero-sort recycling by other communities
due to a reduction in shipping costs.

Attached please find a summary of the potential terms for such a lease as well as
additional background information.

Representatives of Casella will be present at the workshop to review this proposal with
you and address any questions you may have.

2. Executive Session — Real Estate Negotiations — 1 MRSA Section 405(6)(c) — To discuss
real estate negotiations the premature disclosure of which would prejudice the
competitive bargaining position of the City.



OVERVIEW
ZERO SORT MATERIALS PROCESSING FACILITY

PROPOSAL

Casella proposes to lease the City’s underutilized Shredder Building and approximately 3 acres
of land at the City’s solid waste facility on River Road. Casella will invest approximately $4
million for equipment and a 15,000 square foot building expansion to establish a zero sort
materials processing facility for processing recyclables generated within Maine. The facility will:

provide 25 new jobs with an annual $1 million payroll

pay $100,000 per year in property taxes

make $60,000 per year in lease payments to the City

pay the City $5 per entering truck as a weighing fee

eliminate $90,000 in City facility operating expenses

guarantee low processing rates for City recyclables

yield a total first year financial impact to the City of approximately $250,000

KEY LEASE TERMS UNDER CONSIDERATION

The following key lease terms and conditions are under consideration:

20 year term with five year options under mutually acceptable terms

Allow only specified recyclable materials to be accepted and processed

All material processing and storage to occur within the building

City approval required for site and building plans

Casella to acquire all permits and meet all regulations

Casella to provide a security bond against default in the initial amount of $200,000
Casella to provide a $3 million general liability insurance policy with a $3 million
additional umbrella

Title for all buildings and additions to vest in City

Authorize City to examine and review all operating records

Require mediation and arbitration of all disputes

Additional detail on terms and conditions are attached.

OTHER KEY POINTS

City will continue to operate and control the gatehouse, landfill, and outdoor recycling
drop off area. The public will see no changes in these operations.

Prohibit any zero sort material, residue, or other waste from the operation from entering
the City’s landfill with the possible exception of ash resulting from residue delivered to
MWAC in Auburn for disposal.

Prohibit any out of state materials to be accepted for processing at the facility with the
exception of specified recyclable materials pre-sorted at the KTI Biofuels facility in
Lewiston.



SUMMARY
PROPOSED TERMS AND CONDITIONS
LAND AND BUILDING LEASE — ZERO SORT PROCESSING FACILITY
December 6, 2012

Leased Area: Solid Waste Shredder Building and 3+/- Acres, excluding City landfill,
gatehouse, and existing outdoor recycling area (see attached map). The City
will continue to staff and operate the Gatehouse, Recycling area, and landfill.

Term: Twenty year initial term with mutual options to extend for additional five year periods.

Rental: $5,000 per month adjusted annually based on GDP-IPD floored at 2% and capped at
5%. Rental payments to commence on the first day following the issuance by the City
of an occupancy permit for the processing facility or six months following the effective
date of the lease, whichever occurs first.

Scale Fee: Casella will pay a $5 per truck entry weigh fee, this amount to be adjusted every
five years based on the same escalator used for rents. Initially, this should provide
about $13,000 in annual revenue. At full operation, this would increase to about
$26,000. Casella will pay $75,000 of this fee in advance to cover the cost of replacing
a City scale that is at the end of its useful life.

Permitted Use: A Zero Sort Recycling Material Reprocessing Facility that will only accept
recyclables originating from within the State of Maine with the exception of cardboard,
plastic, and other recyclable materials recovered from KTI. No materials or residue shall
be accepted at the City’s landfill.

Environmental Assessment: Casella shall pay for a Phase | environmental assessment of
the leased property to be performed by a consultant acceptable to City. If this reveals
problems, either party may withdraw from the agreement with 30 day notice or the
parties may agree to split the cost of a Phase Il assessment. If the Phase Il finds
environmental issues that are likely to be remediated at a cost of less than $25,000,
Casella will pay for the remediation. If more than $25,000, either party can terminate
the lease within 60 days of the results or agree to continue the lease and share equally
in the cost of remediation in excess of $25,000 with the remediation to be undertaken
by the City in consultation with Casella.

Plans/Specs: City must approve all site plan adjustments/building additions/renovations.
Casella must maintain the facility free of any and all mechanics or other liens.

Permits/Regulations: Casella shall obtain and maintain in force at all times all required
licenses and permits and shall abide by all local, state, federal regulations.

Residue: Casella shall exercise commercially reasonable efforts to work with Mid Maine Waste
Action Corporation (MWAC) to take its residue there.

Processing: All material processing is to be done inside the building.

Storage: All processed materials shall be stored inside the building



Hazardous Waste: Not permitted to be processed/stored except temporarily until disposed of
in accordance with applicable rules and regulations. Casella will fully indemnify city
against any and all liability for such materials.

Hours: Material will be accepted from 7am to 5 pm Monday through Friday and for a minimum
of four hours on Saturday. Inside processing can continue until 10 p.m. Maintenance
on processing equipment can be done at anytime.

Noise: Below 70 dba at property line.

Payment/Performance Bonds: Required for all construction activities; in addition, a general
security bond against a default by Casella will be required in the initial amount of
$200,000, to be adjusted annually based on the same formula used for rental
adjustments.

Operating Expenses paid by Casella: Utilities; snowplowing; trash removal; taxes;
pavement maintenance.

Maintenance/Repair/Replacement: Casella responsible for all maintenance, repair,
replacement, normal wear and tear excepted. City has right to inspect. In case of fire
or other casualty, Casella shall rebuild/restore within a reasonable time.

Insurance: The lease will detail the amounts and types of coverage. It will require general
liability insurance with a $3 million combined single limit and a $3 million umbrella; City
to be a named insured.

Indemnity: City and Casella will provide mutual indemnification/hold harmless to each other.

Passage and Easement: Given the shared nature of the area, City has passage and
easement rights required to continue to operate landfill/other city related functions on
adjacent property. Casella will have easement rights to access their leased property;
however, this right does not extend to the landfill.

Termination and Default: Acts of default include: failure to make lease payments within 15
days of date due; violation of any terms or conditions of lease; abandonment of the
property for six months; assignment to creditors without City approval; bankruptcy. City
must give notice of default. Casella has 30 days to cure (7 days for lease payments). If
termination results, City is entitled to damages, including rent, up to the amount owed
from date of termination through year 20 of the lease.

Assignment and Sublease: City must approve any assignment or sublease except for lender
collateral, with such consent to not be unreasonably withheld.

Title to Buildings/Structures/Improvements: Vest in City upon completion.

City Recyclables: Will be accepted at best available commercial rates offered to other
customers. No requirement for City to use Casella for recyclables.



Right to Review Records: City can review records related to: origin of waste; destination of
processed materials and residue; and charges to other customers.

Surrender at end of lease: Property will be returned to the City in as good a condition as
existed at lease inception, normal wear and tear excepted. All personal property to be
removed within 30 days, except that provided initially by the City, unless City agrees to
accept such property. Any damage resulting from removal of property/equipment to be
repaired by Casella.

Hold Over at end of lease: If Casella is not out by end of lease, Casella must continue to
pay rent plus a 50% penalty.

Employees: Casella shall give preference to residents of Lewiston/Auburn and the
immediately surrounding communities for employment.

Finance and Mortgagee Rights: Casella has the right to mortgage the property to a bank or
other financial institution for a term not exceeding the term of the lease. Mortgagee has
the right to step in and cure any default on the part of Casella. Mortgagee must
approve any material change or amendment to the lease. If mortgagee forecloses, it
will have the right to take possession under same terms and conditions as Casella.
Mortgagee may assign lease with City permission

Dispute Resolution: Mediation followed by arbitration.



Land and Building Lease -- Zero Waste Facility
Response to Questions Raised in August Workshop
December 6, 2012

During the initial public workshop on this proposal in August 2012, members of the public raised
a number of questions. The following responds to some of those questions. Others were
directed at representatives from Casella, and | anticipate they will separately provide the
requested information.

1. Will this affect MWAC's ability to receive sufficient waste?
Not directly. While recycling rates may increase as zero sort is implemented, this would
occur naturally as more communities move to single stream recycling. The materials
handled by Casella and other recyclers are already removed from the waste stream.
Draft lease proposes that Casella exercise all reasonable commercial efforts to utilize
MWAC for its residues.

2. When will a proposed lease come to Council?
At this time, | estimate it will be in January

3. How large an area will be leased?
The leased area will include about 3 acres encompassing the current solid waste
shredding building and immediately surrounding area. It will not include any portion of
the City landfill, recycling area, or gatehouse.

4. How much residual waste will there be and where will it go?
Casella estimates residuals at approximately 7.5% of material received. Initially,
residuals will be roughly 3,000 pounds (1.5 tons) per year. At capacity, this will increase
to 6,750 pounds. Draft lease terms require Casella to use reasonable commercial efforts
to utilize MWAC for residual disposal.

5. Will the recycling facility/landfill remain open to the public? What hours?
Yes. The City will continue to operate and staff the Gatehouse, landfill, and recycling
drop off area where the public will see no changes. At this time, current hours are
anticipated to continue, although the Council has expressed some interest in potentially
extending hours.

6. How much truck traffic?

Initially, Casella indicates 10 inbound and 5 outbound per day growing to 20 inbound
and 10 outbound at capacity.

7. Why shouldn’t the city take bids/issue an RFP

Casella has existing municipal/commercial contracts that are sufficient to justify a facility
in Maine. The only other facility in Maine is Eco-Maine. In discussions with them, their
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current processing facility has additional capacity within its current one-shift per day
operations, not considering the additional capacity available through adding an
additional shift. Given the capital costs associated with establishing a processing facility,
priority would be given to maximizing the use of the existing facility. Other companies
are unlikely to be interested since they do not have existing single-stream
contracts/volumes to justify such an investment.

How will toxics be handled

While relatively little hazardous material is found in single-stream recycling, the draft
lease requires what is found to be handled in accordance with rules and regulations,
segregated and appropriately stored, and disposed of in an appropriate manner.

Will single stream material come from out of state?

All material will be from within the State of Maine with the exception of recycled
materials recovered from processing at KTI's facility in Lewiston. Proposed lease gives
City right to audit and verify sources.

How will environmental liability be handled?

To establish a baseline on the property, a Phase | environmental analysis will be
conducted at Casella’s cost by a company approved by the City. If there are problems
identified, a Phase Il may be undertaken. Environmental liabilities are assigned, by
lease, to Casella. We anticipate few issues given the limited amount of hazardous waste
found in single stream material.

Don't cede control of landfill

The landfill will remain owned and operated by the City. No materials will be accepted
in the landfill from Casella’s operations.



Casella Zero-Sort® Facility Response to Questions/Concerns

1. Will it affect MMWAC's ability to receive sufficient waste?

a. Casella collects Zero-Sort® material all over the State of Maine currently
and many of the communities concentrated around the MMWAC facility
are already recycling and removing MSW from the waste stream. A robust
recycling program is the best thing to lower the community’s carbon
footprint and disposal costs.

2. When will the agreement come back to Council?

a. Casella would to like to complete the lease agreement process by mid-
January to start the process of engineering, permitting and construction of
the new facility.

3. How large an area will be leased?

a. The leased area will include about 3.0 acres encompassing the current
solid waste building and immediately surrounding areas with easement
access through the scale house access road and use of the scales.

4. How much residual waste will there be and where will it go?

a. Casella’s experience with the residual being generated from these facilities
is approximately 7.5% of material received. Casella’s intention is to use
every possible effort to utilize MMWAC for residual waste.

5. Will the recycling facility/landfill remain open to the public? What hours?

a. Casella will not be operating the public drop-off facility and therefore will
not impact the current operating hours of that operation. That operation
will remain with the city.

6. How much truck traffic?

a. Casella estimates that initial inbound trucks would be approximately 15
trucks per day and 8 trucks per day outbound. As the facility approaches
capacity, the inbound volume may increase to approximately 30 trucks per

day inbound and 15 trucks per day outbound.



7. Why shouldn’t the city take bids/issue an RFP?

a. Casella has had a long-standing relationship and contract with the City of
Lewiston. Casella has the experience, customers and volume to construct
a Zero-Sort® right away.

8. Concern over lobbying by Casella in re: landfill issue a number of years ago

a. The City of Lewiston approached Casella with an opportunity to partner to
develop the Lewiston Landfill and Casella accommodated that request. At
this time, Casella has no interest in pursuing a partnership with the City
with respect to its landfill.

9. Do not trust them.

a. Casella has operated a facility in Lewiston since 1985 and recently signed
a long-term agreement to continue operations at KTl Bio Fuels, Inc.
Casella has also serviced the curbside waste collection for the city over
the past several years as well as the Zero-Sort® Recycling contract.
Casella continues to be a good corporate citizen in and with the City of
Lewiston and we hope to strengthen that relationship with a proposed
recycling facility that will benefit the city and the state.

10.How will toxics be handled

a. This facility will accept Zero-Sort® recycling only, however, if any
unacceptable material is discovered, Casella has proper protocols in
accordance to state and federal regulations to handle and exclude the
material in accordance with applicable environmental laws.

11.Where will MERC'’s out of State waste go?

a. Casella is a vertically integrated company and has made arrangements for
any out of state material currently going to MERC to be redirected to
licensed facilities outside the state of Maine.

12.Complaints from Old Town. Contract language that limits the town from taking
action/complaining

a. We have an excellent relationship with the City of Old Town and its City
Manager and if there are any questions or concerns, anyone is free to

contact them directly.



13.Government Oversight investigation

a. The Government Oversight Committee voted overwhelmingly 11 to 1, not
to investigate the transaction and agreements between The State of
Maine and Casella.

14.Casella is anti-competitive and seeking a monopoly

a. Casella is building a solid foundation in Maine to offer our customers
sustainable solutions for managing solid waste responsibly. We are not
anti-competitive, nor do we seek a monopoly.

15. Will single stream material come from out of state?

a. Casella will not deliver out of state material to the Lewiston Zero-Sort®

facility.
16.Zero sort material is contaminated and has lower market value

a. Casella’s proven experience in Zero-Sort® Recycling and equipment used
to separate commodities is evidence that material can be separated
efficiently and effectively to take advantage of all foreign and domestic
markets. This process produces a superior final product with a high
market value and very low residual.

17.How will environmental liability be handled?

a. To establish a baseline on the property, a Phase | environmental analysis
will be conducted at Casella’s cost by a reputable environmental firm
approved by the City. If situations are identified, a Phase Il may be
undertaken. Environmental liabilities are assigned, by lease, to Casella.
Casella has a proven track record for operating facilities of this nature and
a track record of recycling facilities not accepting unacceptable material.
By contract, Casella will assume environmental responsibility of the
operation of the facility.

18.Do not cede control of landfill.
a. Casella has no interest in the landfill operations in Lewiston.
19.How is the waste now going to MERC going to be handled?
a. Casella has entered into agreements with PERC in Orrington to send to

PERC some of the volume previously going to MERC. Casella is also
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pursuing a permit modification at Juniper Ridge Landfill to accept in-state
MSW from communities and customers currently delivering MSW to Maine
Energy. Casella is a vertically integrated company and has made
arrangements for any out of state material currently going to MERC to be
redirected to licensed facilities outside of the state of Maine.
20.Westbrook is against the proposed transfer station — don’'t want msw brought
here.

a. Casella has a very positive relationship with Westbrook and an approved
permit from the city and the state to transfer CDD, MSW and Zero-Sort®
Recycling.

21.Casella has a track record of landfilling recyclables.

a. Casella is the largest recycler in the State of Maine and recycling is at the
forefront of Casella’s mission statement. Casella is a resource solutions
company.

22.Eco Maine challenging UMO Orono RFP recycling award to Casella.

a. The University of Maine prepared an RFP designed to satisfy their needs.
Casella provided a competitive proposal with sustainable solutions and
won the bid. Casella maintains an excellent relationship with the

university.
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