Committee Report
Business Item No. 2014-92

Environment Committee

For the Metropolitan Council meeting of May 14, 2014

Subject: Authorization to Amend and Extend Operations Contract No. C-3439 with New England
Fertilizer Company (NEFCO) for the Heat Drying Facilities at the Blue Lake Wastewater Treatment
Plant

Proposed Action

That the Metropolitan Council authorizes the Regional Administrator to execute an amendment and a
five-year extension to Operations Contract C-3439 with the New England Fertilizer Company (NEFCO)
to provide operations, management and guarantees for the heat-drying facilities at the Blue Lake
Treatment Plant.

Summary of Committee Discussion/Questions

There was discussion regarding what NEFCO currently provides under this contract and whether other
vendors could be considered for this work. Staff responded we are positioning ourselves now to go out
for proposals in 2020. Current scope of the work is management of facilities, technical resources for
troubleshooting of the process, and marketing and distribution of the end product (fertilizer pellets).
There was a question as to whether Council staff could perform the work by 2020. Staff responded it
could be an option in 2020 with contracting out the marketing of the end product. There was a question
as to why Blue Lake utilizes different solids processing technology then other MCES facilities. Staff
explained there was an evaluation performed in the late 1990s that recommended the heat drying
technology for Blue Lake based upon economic and environmental considerations at that time.

Motion to approve the proposed action was made, seconded, and passed unanimously.
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Business Item No. 2014-92

Environment Committee
Meeting date: April 22, 2014
For the Metropolitan Council meeting of May 14, 2014

Subject: Authorization to Amend and Extend Operations Contract No. C-3439 with New England
Fertilizer Company (NEFCO) for the Heat Drying Facilities at the Blue Lake Wastewater Treatment
Plant

District(s), Member(s): All

Policy/Legal Reference: Council Policy 3-3; Expenditures

Staff Prepared/Presented: Mike Mereness, 651-602-8296
Division/Department: MCES c/o Leisa Thompson, 651-602-8101

Proposed Action

That the Metropolitan Council authorizes the Regional Administrator to execute an amendment and a
five-year extension to Operations Contract C-3439 with the New England Fertilizer Company (NEFCO)
to provide operations, management and guarantees for the heat-drying facilities at the Blue Lake
Treatment Plant.

Background

NEFCO was hired to design, build and operate the solids heat drying facility for the Blue Lake plant
which has operated successfully since December 2000. The operations contract, which includes
financial guarantees for the operation and marketing of the biosolids end product, was last renewed for
a five-year term in August 2009 and will be expiring later this year. The Council has the option of
renewing for another five-year term or terminating the contract.

MCES evaluated not renewing the contract and taking over operations and marketing themselves. The
operations contract, however, includes financial guarantees that NEFCO will be responsible financially
for the repair or replacement of any failed equipment and other assets necessary for the operations in
the heat drying facility. MCES contracted with Springsted Inc., the Council’s financial advisor, to
perform an analysis evaluating the worth, in present value dollars, for this asset guarantee. Based upon
this analysis, the present value of this asset guarantee is in the range of $6.2 to $7.8 million. On a risk
basis, a continuation of NEFCO management for the heat drying facilities provided substantially less
risk to MCES because the heat drying facilities have no redundancy for the major equipment and there
are many variables associated with marketing the end product.

Staff has concluded a renewal of the NEFCO operations contract is in the Council’s best interest based
upon economics, risk assessment and other factors. NEFCO will continue with the related “Comp Team
Arrangement” utilizing MCES operation and maintenance staff.

Rationale
Contract amendments exceeding $500,000 require Council authorization.

Funding
The NEFCO contract value is approximately $2,700,000 annually and is budgeted in the Blue Lake
WWTP’s annual operating budget.

Known Support / Opposition
None known.
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