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MEMORANDUM AUG 0 6 2008

TO: Honorable Mayor and City Council Members BY: ?%}/' /z :Dof 4
FROM: John J. McCue, City Manager
DATE:  August 5, 2008
SUBJECT: Consideration of (1) right of first refusal and (2) contract assignment for refuse and

recycling services from Waste Management (WM) to Emerald Waste Services, LLC

(EWS).
PURPOSE

Seek direction from Council regarding (1) right of first refusal and (2) the request from WM to assign Orange
City’s service contract and assets to EWS. \

BACKGROUND

The City received notification from WM that it contracted to sell several of its corporate assets, including service
contracts, to EWS. These assets and service contracts include Orange City, DeLand and portions of Volusia
County. Soon after receiving this notification, City staff and the City Attorney met with representatives from both
WM and EWS to discuss WM’s request of assignment of the City’s contract and to conduct the City’s due
diligence.

Additionally, the City Attorney advised WM and EWS that the City’s contract (Section 11) requires that the City
be offered a “first right of refusal”. WM, through its legal counsel, provided a response, dated July 24, 2008,
copy attached as Exhibit A. Section 11 of the Franchise Agreement with WM, adopted putsuant to Ordinance
No. 299, on February 27, 2007, does contain in Section 11, a section titled “Rights of First Refusat”. That
section is attached hereto in its entirety as Exhibit B.

Pursuant to Section 11, WM did timely provide notice of the bonafide offer (Exhibit C). The notice did provide
the purchase price of the entire offer (albeit there was not a price attached or broken out just for the Orange City
assets and/or a price for the Orange City franchise). '

Section 11 provides that the City has thirty (30) days after receiving the notice to purchase the disposal service
from the contractor upon the “samé terms and conditions as is set forth in said offer”.

WM contends (in its lawyer’s correspondence, that because EWS did not offer to purchase only WM’s rights and
obligations under the Orange City Franchise Agreement, then WM'’s obligations under Section 11 of the
Franchise Agreement do not apply. Your City Attorney does not agree with this interpretation. It is therefore the
City Council’s decision whether to demand further information or compliance with Section 11 or to decline to
exercise the City’s rights pursuant to Section 11.

Next, regarding the assignment, City staff reviewed EWS’s management tcam’s qualification (copy attached,
Exhibit D), audited financial statemenis and obtained references for both the management team and the company
itself. A corporate overview is attached for your review (Exhibit E).

Staff notes that EWS is a newer company formed in 2006, Based on staff’s interview we believe EWS
management team is knowledgeable of the business aspects and the specifics of Orange City. Orange City’s
current contract is in effect until 12/31/2011, so if the assignment is approved, EWS would be Orange City’s
residential garbage hauler through 12/31/2011. Deland approved the assignment in July and Volusia County will
address the assignment at their August 7™ meeting (it is anticipated that VC will approve the assignment).
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RECOMMENDATION

It is recommended the City Council (assuming that the City chooses not to elect the option of “right of first
refusal”) approve the assignment from Waste Management to Emerald Waste Services effective August 25, 2008
and authorize the City Manager to execute a consent to the assignment. Staff further recommends that the
assignment be contingent upon Emerald Waste Services fulfilling other conditions required in the franchise
agreement, including but not limited to, providing the public lability bond in the amount of Five Millien
($5,000,000), property damage insurance in the amount of Five Hundred Thousand ($500,000), petformance bond
in the amount of Two Hundred Fifty Thousand ($250,000), covering the cost of two (2) newspaper ads to be run on
At}gust 17" and August 24™ along with WM issuing door tags to all Orange City customers on Monday, August
18",




Exhiibd “A"

WASTE MANAGEMENT

July 24, 2008

CONFIDENTIAL BUSINESS INFORMATION

William E. Reischmann, Jr.
City Attorney

City of Orange City

205 East Graves Avenue
Orange City, Florida 32763

Dear Bill:

In response to our recent telephon conversation, this letter clarifies Waste Management
Inc. of Florida’s (“Waste Management”) July3, 2008 letter and my understanding of the
Exciusive Pranchise for the Collection and Disposal of Residential Solid Waste, Yard Waste, and
Curbside Recyclable Materials (the “Franchise Agreement”) in the context of Waste
Management’s potential sale of certain of its assets to BWS Central Hauling, LLC.

Section 11 of the Franchise Agreement requires that Waste Management notify the City
of Orange City should it receive a bona fide offer to purchase the disposal service that is the
subject of the Franchise Agreement. Waste Management provided such notice pursuant to the
July 3, 2008 letter. As that letter indicated, and as we discussed in our last conversation, EWS
Central Hauling, LLC has not offered to purchase the disposal service as described in the
Franchise Agreement. Instead, EWS Central Hauling has offered to purchase several of Waste
Management assets, only one of which is the Franchise Agreement. . i

Because EWS Central Hauling, LLC did not offer to purchase only {or even primarily)
Waste Management’s rights and obligations under the Franchise Agreement, then Waste
Management’s obligations under Section 11 of the Franchise Agreement do not apply. Waste
Management’s proposed sale of assets to EWS Central Hauling would effect an assignment of
the Franchise Agreement and thus requires the City of Orange City's express approval in
accordance with Section 6. This letter serves as Waste Management’s request for the City of
* QOrange City's approval of the assignment of the Franchise Agreement to EWS Central Hauling,
LLC.

For your consideration and review, I have attached a redagted executed copy of the Asset
Sele Agreement. This Asset Sale Agreement is the confidential information and property of




Waste Management and EWS Central Hauling. Please do not publish or disclose this Asset Sale
Agreement or the information contained in it. '

Ifyoﬁ have any questions, please call me at 770-805-3396. Thank you.

Sincerely,
Waste.Management.
an C. Johnson

enior Legal Counsel
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SECTION 11. Rights of First Refusal.

" In the event Contractor shall at any time during the term of this franchise desire to sell the disposal
service then existing and shall have received a bona fide offer from any other person, firm,
corporation or from any 6ther municipal corporation or county, authority or political subdivision of
the State of Florida satisfactory to Contractor to purchase the same, the Contractor shall within ten
(10) days after receipt of such bona fide offer advise the City in writing of the purchase price and
other terms and conditions of such offer, and thé City for a term of thirty (30) days after the receiving
such notice has the option to purchase the disposal service from Contractor upon the same terms and
conditions as are set forth in said offer. Iu the event the City shall fail or refuse to exercise the right
and option granted to it by this section within the time limit set forth above, and Contractor shall have
the right to sell the disposal service to the prospective purchaser thereof, subject to the terms in
Section 6 of this Ordinance, and the right and option given to the City to purchase the property under
the terms and provisions of Section 10 shall continue in full force and effect as to such purchaser, its
SUCCESSOTS OF 25Signs. : ' ‘




Exhi ’m’-l‘d "

WASTE MANAGEMENT

July 3, 2008

CONFIDENTIAL BUSINESS INFORMATION |

John J, McCue
City Manager
City of Orange City
205 East Graves Avenue
. Orange City, Florida 32763

Dear Mr. McCue:

Waste Managément of Florida Inc, (“Waste Management”) intends to sell certain of its
assets related to its solid waste disposal business in north Florida to EWS Central Hauling, LLC
(“EWS”), The assets to be sold include Waste Management’s services under the Exclusive
Franchise for the Collection and Disposal of Residential Solid Waste, Yard Waste, and Curbside
Recyclable Materials (the “Franchise Agreement.”) :

In accordance with Section 11 of the Franchise Agreement, this letter serves as Waste
Management’s official notice of a “bona fide offer.” EWS has offered to purchase all of Waste
Management’s land, permits, rolling stock, equipment, inventory, contracts, leases, accounts
receivable, and good will as specified on the aftached Exhibit A. In consideration for the assots
to be purchased, EWS has agreed to pay Forty-One Million Dollars ($41,000,000.00) in cash and
other consideration as specified on the attached Exhibit B.

Please notify me in writing of the City of Orange City's agreement to purchase all of the
assets specified in Exhibit A for the consideration listed in Exhibit B. If, on the other hand, the
City of Orange City elects not fo purchase all of the specified assets for the specified
consideration, please notify me as soon as possible, If Waste Management has not received your
notice by August 3, 2008, we will consummate the proposed offer. :

This letter and its attachments are the confidential information and property of Waste
Management and subjeot to its full legal protection,

[Continued on the Following Page]

RECEIVED

Jl@ 0 32008
. BY: ‘{rﬁbﬁ/
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Bart Begley ~ Chief Executive Officer

4 Mr. Begley has been active in the solid waste

1 Industry for over 20 years. Mr, Begley is the

-| President and CEO of Emerald Waste Services,
LLC. Emerald Waste Services owns and
operates landfills, transfer stations, and hauling
companies in the southeast. Prior to Emerald
Waste Services, Mr. Begley was the President
&4 and CEO of Eastern Shore Environmental, Inc.
§ ESE owned and operated a landfill, transfer .
.station, and several waste hauling companles
in the mid-Atlantic reglon. Prlor to ESE, Mr.
Begley was Director of Mergers and
Acquisitions for Waste Systems International, Inc. Prlor to WSI, Mr, Begley managed
and operated waste management operatlon for Waste Management, Inc., Laidlaw
Waste Systems, Inc., and Prins Recycling Corporation.
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Bruce Roy - Chief Financial Officer
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Mr. Roy Is an alumnus from the Unlversity’ of
Florida’s School of Accounting with over 20
years of business experience primarily In the

| solid waste and banking industries. His

4 experience In the waste industry Includes the

4 responslbilities of Reglonal Controlier for Allled
iz Waste Industries, Business Analyst for

‘i Browning Ferrls Industrles, and varlous

5 controllership positions with the Allied, BFI, and

i Attwoods corporations. Prlor to enterlng the ;
= solid waste industry, Mr. Roy was the Assistant
1 Controller for Seacoast Banking Corporation of Florida,

Mark Bacon -~ Chlef Operating Officer

Mr. Bacon holds a Master of Science degree from The
i Johns Hopkins Unlversity. He has been a part of the
Solid Waste Industry for 19 years. He has worked with
& Republic Waste, Allled Waste and BFI. He has held
3 positions of District Vice President, Division Manager,
& General Manager, & Regional Safety Manager, His
8 certifications Include: MOLO, Transfer Station Operator,
§ CSP and a Class A COL License.

|

http://www.emeraldwaste.com/bios.htmi
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Emerald Waste Services - Team Bios

F Patrick O’Neil - Corporate Vice Presldent of Sales and Marketing

£

Mr. O'Nell has over 15 years experience In the solld waste industry primarlly In sales
and marketing. Mr. O'Nell Is the Corporate Vice President of Sales and Marketing for
EWS and joined the team in January of 2008. He started his career with American
Refuse System and since then has worked for USA Waste, BFI and Waste
Management. Prior to jolning EWS he worked for Waste Management where he served
in several roles Including District Manager, Market Area Sales Manager, Regional Sales
i+ Manager and Group Sales Director.

Terry Traughber - Corporate Fleet Manager

Mr. Traughber Is the Corporate Fleet Manager for
Emerald Waste Services with over 32 years
experlence in malntenance and 28 years In the
solid waste industry, Mr, Traughber joined EWS in
March of 2006. Terry started his waste Industry
career with Waste Management and has worked for
Allled Waste and IESI Waste where he served as
Malntenance Manager, District Maintenance
Manager and Area Malntenance Manager as well as
serving on Maintenance Committees where he
helped develop and implement maintenance
programs for the waste industry.

James Blaylock - Corporate Controller

James Blaylock is currently the EWS Carporate
Controller, He has over 11 years of experience in
the solld waste Industry. As a graduate of McNeese
State University he spent 14 years in the armored
car Industry in both corporate audit and as Director
of Accounting Services. Mr. Blaylock joined EWS in
April, 2006 after serving as a Market Area Controlier
for both Allled Waste Services and Waste
Management.

Doyle Donegan - Corporate IT Director

Doyle Donegan has over 20 years of

experience In the Information Technology

and Communications flelds. Mr. Donegan

= served 10 years in the U.S. Navy as an

Electronics Technician where he galned

experience working with large world wide

computer networks, and furthered his

i education. Mr. Donegan has earned

{ Engineering Certifications from IT Industry

i leaders such as Mlcrosoft, Novell and

| Clsco. Over the years he worked as an

4 Independent Network Engineer and-

Consultant for varlous companles in several

industries. In 1998 he formed his own

3 Computer Networking Company, Clarlty
Networks, Inc,, where he was contracted primarily by School Districts to design and

5 maintaln thelr medium to large sized computer networks. Mr, Donegan worked as a

: contract consultant for EWS prior to coming on board fulltime as the IT Diractor.

H
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i © Copyright 2008 Emerald Waste Services
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Company Overview

Emerald Waste Services (EWS) was formed In January 2006 by a veteran management
team to pursue acquistion opportunities in the solid waste collection and disposal

i Industry. Since its formation, EWS has successfully closed and Integrated six
acquisttons In the Florida, Alabama and Mississippl gulf coast region to become the
largest independent provider of waste management services in this high growth
geography. The Company currently manages collection routes and landfill operations in
40 counties extending from Daytona Beach, Florida to Pascagoula, Mississippl.
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EWS Is currently the largest owner of
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landfill airspace In Northwest Florida,

Southwest Alabama and Southern

Missippl, owning ten landfills In the
‘; market area. The company has
: permitted airspaceof approximately :
g 45.2mm?3 yards. EWS has capitalized §3
i on its airspace advantage to become g
i the dominant C&D hauler in Its market E3
& territories, garnering a market share In 5
i excess of 70% In many counties, The H

company has also bullt its MSW
business and is generally first or

i " second In terms of market position In
those countles It serves. The strateglc locations of the landflll assets in this region
combined with its impressive hauling operations have provided the Company a
piatform to capitalize on the reglon's rapid development.

oLy

The senlor management team at EWS
has no average more than 20 years
experience each in the waste services
Industry. Collectively, this team has
run large dtvislons of publicly-traded
i1 entitles, managed private equity-

1 backed consolidators and privately-
held family operations.
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