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M I N N E A P O L I S  F I N A N C E  D E P A R T M E N T  
M E M O R A N D U M  

 
DATE: March 08, 2004 
 
TO: Chair, Ways and Means/Budget Committee 
 
CC: City Engineer 
           Director, Solid Waste & Recycling 
 
FROM: Patrick Born, Finance Officer 
 
SUBJECT:    FINANCIAL ANALYSIS OF RESPONDENTS TO; RECYCLABLE MATERIALS 

PROCESSING REQUEST FOR PROPOSAL (RFP) 
 
The purpose of this memo is to inform you of the results of our analysis of the three 
respondents:  
 Browning Ferris Industries (BFI), a subsidiary of Allied Waste;  
 Recycle America Alliance (RAA), a subsidiary of Waste Management, Inc.; and 
 Eureka Recycling 

 
The analysis consisted of:  
 A review of audited 2002 financial statements; 
 Research of each company through publicly available information, to include the “Review of 

Proposals” presented to the Solid Waste & Recycling Division of Public Works by the 
consultant R.W. Beck, Inc. and Dan Krivit and Associates.  

 Personal interviews with each company’s management with scripted questions focusing on 
financial and business related topics. 

 
Our analysis focused on two areas: 
 Financial risk and rewards of each proposal. 
 Financial strength and history of each company 

 
The results of our analysis and conclusions are presented below: 
 
Browning Ferris Industries (BFI): A review of BFI’s parent company, Allied Waste shows the 
company has positive net worth and cash reserves but has a significant amount of long-term 
debt and is consistently in a negative working capital situation (current assets less current 
liabilities).  In addition, the bond-rating agencies have rated the company’s debt at slightly lower 
than “investment grade” and have given the company an outlook ranging from “stable” to 
“negative”.  The vendor has provided payment and performance bonds that meet the City’s 
stated requirements.  BFI’s proposal includes ”floor” pricing for all recyclable materials, which 
gives the City downside price protection.  BFI’s proposal also recommended allowing prices to 
“float” or fluctuate with market conditions.  Based on a five-year period from 1999 to 2003, BFI’s 
proposal had the third highest net return to the City of $5.46million.  
 
Recycle America Alliance: A review of RAA’s parent company, Waste Management shows the 
company has positive net worth and cash reserves but like Allied Waste, displays a consistent 
negative working capital situation.  The bond rating agencies have given the debt an 
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“investment grade” rating and the outlook ranges from “stable” to “positive”.  The vendor has 
provided payment and performance bonds that meet the City’s stated requirements. In addition, 
Waste Management offers a full parental guarantee for RAA.  RAA had three separate 
proposals: 
 Base- All commodity prices floating with the marketplace; 
 Fixed News- Newspaper with fixed price only, all other commodity prices floating with the 

marketplace; and 
 Fixed News and Aluminum- Newspaper and Aluminum with fixed prices only, all other 

commodity prices floating with the marketplace. 
 
All three of RAA’s proposals included “floor” pricing for all recyclable materials, which gives the 
City downside price protection.  RAA’s “Fixed News and Aluminum” and “Fixed News” proposal 
had the first and second highest net returns of $6.21 million and $6.06 million respectively. 
 
The “fixed” proposal made by RAA would allow the City to fix the price on one or more 
commodities for a fixed time period at any time during the term of the agreement. Fixed prices 
and terms will be market-based. For example, the City could fix the price on newspaper for 3 
years if the result would stabilize revenues and permit no increase in solid waste fees. The City 
would be under no obligation to exercise this option and there would be no penalty if the option 
is not exercised. Furthermore, if the option is exercised for one commodity the prices of other 
commodities and the floor prices will not change. 
 
Eureka Recycling: The company is in its first full year of recyclable materials processing.  It 
has only one primary customer: the City of Saint Paul.  A review of its financial statements 
indicates the company has positive net worth but very little cash reserves.  However, as a non-
profit corporation, Eureka intends to maintain a cash reserve only to the extent that it can pay 
short-term obligations.  Company management assured us they would be able to sustain floor 
pricing for the City if the need arose.  There were some concerns raised by City staff that 
Eureka was unable to provide payment and performance bonds necessary to meet City 
requirements.  Upon subsequent conversation with Eureka management, it was determined that 
Eureka and their surety provider would negotiate with the City to satisfactorily meet the bond 
requirements.  Eureka’s proposal includes “floor” pricing for all recyclable materials, which gives 
the City downside price protection.  Eureka’s proposal also recommends allowing prices to 
“float” or fluctuate with market conditions.  Eureka’s proposal had the fourth highest net return to 
the City of $5.39 million.     
 
Department Recommendation: Based on our financial analysis of the three respondents and 
their proposals we concur with the staff recommendation presented to the T&PW Committee on 
January 6, 2004.  Our conclusion is that RAA’s “Fixed News and Aluminum” proposal gives the 
City the best opportunity to have a consistent, stable revenue stream over the life of the 
contract. The “fixed price” option gives the City a unique tool to manage price risk for the major 
commodities that has not previously been available. In addition, the favorable bond ratings and 
positive outlook indicate the company is financially strong and secure. 
 
 
 


