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BEAVER MUNICIPAL SOLUTIONS
AGENDA
SPECIAL BOARD MEETING
November 4, 2019
3:00 PM
Village of Ryley
Board Members:
Chairman:
Vice Chairman:
Director:
Director:
Director:

Brian Ducherer
Harold Conquest
Jason Ritchie
Kevin Smook
Mark Giebelhaus

1. Commencement
2. Additions/Deletions to the Agenda
3. Board Matters
3.1

BMS’ Reply to Beaver County Questions

4. In-Session – FOIP (As Required)
5. Motions Arising From Closed Session
6. Meeting Evaluation Form
6.1

Director Evaluation Form

7. Adjournment
10.1

Motion for Adjournment

Next Meeting
November 7, 2019 (Regular Board Meeting)
5:00 PM
Town of Tofield

AGENDA 2019.11.04 Special Board Meeting Beaver Municipal Solutions

Beaver County Council Concerns October 16, 2019
1.

Financial Forecasting and potential impact on viability. It is noted that 2019 revenue is
likely to far exceed projections. What happens if the opposite occurs?
Municipalities’ viability may be affected if dividends are lowered because revenue does
not meet projections. (see number 8 below).
Brownlee Response – This is a business term, not a legal term. If the revenue drops to
a point whereby there is no ability to pay dividends, then no dividends will be paid. This
is a business risk, regardless if this remains as a Commission or as the Limited
Partnership. This risk is the same for both strutures.
BMS – More than half of BMS revenues are non-contract related, or otherwise unsecured
by minimum tonnage requirements. Most revenue is landfill-disposal related, hence the
need for diversification. Fixed costs and labour (standing crew and admin.support) make
up 2/3’s of the total costs. An unanticipated revenue decrease would be reviewed with
regard to expected duration – temporary or long-term, and cost-reduction focus would be
on:
1.
2.
3.
4.
5.
6.

2.

labour (fuel would reduce and other consumables)
postponement of capital investments
sponsorship grants
grants in lieu to municipal members
surplus release (i.e. dividends)
closure fund contribution

MNP Due Diligence Report notes that business plan must address Market Impact
Assessment, especially with respect to competing private businesses.
Brownlee Response – We did make our comments on this earlier on the email of
October 22. The MGA requirements do not provide much detail as to what the Market
Impact Analysis needs to be. However, recall that not much is changing from the status
quo with respect to competition to the outside world. The new limited partnership will still
be in the same market as the Commission was before. Not much will change here.
The current business plan does address it somewhat in pages 14 and 15. Again, this is
not a scenario whereby the private sector is facing new competition where it did not
before, so the market impact is likely to be negligible.
BMS - BMS is a current player in the Alberta waste market. The MMC re-structuring
does not change BMS’s immediate role in the marketplace. The re-structuring does
increase BMS’s ability to expand its role, and partner with other waste management
organizations in order to provide additional waste resource recovery facilities.The
business plan can be edited to clarify this fact.

3.

MNP Due Diligence Report notes that the business plan must include cost of MCC
formation.
Brownlee Response – Agreed that this is mandatory to include. We could not find where
it was referenced. If it is not missing, it should be included.
BMS - The business plan can be edited to include the cost incurred so far and estimate
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to complete the re-structuring.
Below is the CFO calculation of costs incurred to date by BMS for the project, and future
expected:
Please find below the project to date (2016 to Sept 2019) expenses related to MCC. The
consulting services cover New West Partnership. Amounts below does not include
expenses for October until public hearing date, which is estimated to be around $15$20k.

Please find below the expected expenses to set up the MCC (after we get all the
member motions). Miscellaneous intended to replace stickers on vehicles, signs,
business cards, forms and contingency for professional services.

4.

MNP Due Diligence Report recommends a private, professional board, with no political
or administrative membership from the shareholders (see point 9 below).
Brownlee Response – This is a recommendation and may be a wise recommendation,
but it is not mandatory nor a legal requirement. However, Section 5.01(c) of the USA
already contemplates that this is going to happen. This is already present in the
documents.
BMS – An appointed expert Board is recommended for improved governance. The timing
of this Board change, the creation of Board committees, additional related governance
documents, and a written plan on the transition, especially the future relationship with the
Board for the Commission that will remain to hold the closure funds and LAPP employees,
must be developed. BMS recommends a suitable governance consultant be engaged to
assist with this development. BMS can suggest a qualified consultant for this purpose.
The timeline for this development is coincident with the MCC approval by the Councils,
and should not impede MCC approval.
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5.

MNP Due Diligence Report (Page 31) indicates that Net Profit Margins have steadily
decreased. What has caused this drop? Should we be concerned?
Brownlee Response – This is a business issue and not a legal issue. Perhaps BMS’
staff can best address this.
BMS - Landfill disposal has been very competitive in the Edmonton area with two
large-capacity landfills within a 90 minute truck transport from the city core, plus
smaller “opportunistic” landfills also nearby. To secure waste contracts, we have bid to
this market. Over time, (less than two planning cycles) we expect that disposal prices
will increase as smaller landfills meet capacity constraints, and unit revenues increase.
Labour costs and capital costs are considerable for the operation and increase
annually. As unit revenues begin to increase, income results will trend up.

6.

Would like explanation of why City of Edmonton charges customers $67/tonne (MSW),
but BMS charges Edmonton only $26/tonne (MSW).
Brownlee Response – This is a business issue and not a legal issue. Perhaps BMS’
staff can best address this.
BMS – CoE charges customers for the “suite” of processes the waste goes through –
screening for organics and for waste-to-energy, transferring waste to the process streams
including placement of landfillable waste in tractor-trailers to Ryley, paying for the
transport and finally, paying the disposal fee. Our disposal fee is only one of the costs that
the CoE pays in the processing of MSW.
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7.

MNP Due Diligence Report (page 38). 2nd bullet indicates that the business plan does
not anticipate major capital spending, with little explanation. Is this because the current
landfill cells will accommodate years of growth?
Brownlee Response – This is something that only BMS’s staff can answer.
BMS – Yes. The current business plan projects to 2023. Additional cell capacity for MSW
will be required for subsequent years. The business plan can be edited to provide
additional information on cell planning through to the end of the next five year cycle.

8.

MNP Due Diligence Report (Page 41). How does BMS arrive at or determine revenue
forecasts? Is there a reason we are 30% over in 2019 (see number 1 above). Is there an
industry accepted “margin of error” for similar business projections?
Brownlee Response – This is something that only BMS’s staff can answer.
BMS – Revenue forecasts are based on both “forward-looking estimates” and on
historical market trends. There is no accepted industry “margin of error”. All enterprises
prepare their forecasts on the best market information and research they have. (generally
through sales and marketing) Detailed estimates of customer work are prepared. Market
changes can be sudden, however, as in the acceleration of the LRT contaminated soil,
and the closure of the CoE composting facility. These two events significantly increased
incoming tonnage in 2019. Our other revenue estimates have been in line with actual
results to-date.

9.

The recent public presentation indicates no change to governance, but there has been
some previous discussion that the new Board be independent and professional. The
MNP Due Diligence report recommends same. Should this be clarified by the
shareholders before proceeding further? (see point 4 above)
Brownlee Response – There has not been an official public hearing yet. Once the
hearings are conducted, this needs to be communicated correctly.
BMS – See previous comments for note 4.

10.

MNP Due Diligence Report (page 13). In the new structure, there will be a Governance
Board, and the Commission will remain. What is the role of the Commission moving
forward? Is the purpose limited to addressing employee and pension purposes?
Brownlee Response – The proposed services agreement between the Commission and
the new structure contemplates keeping the Commission for the primary purpose of
maintaining the employee’s pensions. However, there are some additional benefits in
that some of the Commission’s important contracts are not transferrable to the new
structure and that additionally, it will help to better preserve the reserve funds from being
accessible to third party creditors.
BMS – It is recommended that the Commission be retained for employing LAPPparticipating employees, holding title to land and some municipal contracts and holding
segregated funds for future landfill closure. Accordingly, an Operating Agreement has
been drafted to manage the relationship between the two entities. Also, see note 4
regarding Board relationships.
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11.

Beaver County Council would like to review the dividend formula (profit sharing among
shareholders).
Brownlee Response – This is a partnership issue between the 5 municipalities and it
must be agreed upon by all. We do not involve ourselves in this, but once agreed upon,
we will document the agreed upon formula.
BMS – The current dividend and grant formulas were developed by the municipal
members in consideration of all the financial transfers between the members for various
jointly-funded services and projects. The MCC re-organization can continue without
revisiting the formula understanding there has been no significant change in these
funding transfers.
Under the MCC agreements, the distribution of income among the shareholders can be
revisited when the underlying funding transfers change.

12.

Beaver County Council would like to understand the post closure reserve formula (how
is this established?).
Brownlee Response – This is something that only BMS’s staff can answer.
BMS – Together with the auditors, the calculation of the amount of closure funds to be
transferred is based on the anticipated cost of future closure (when the cells reach
capacity) compared to the level of current capacity reached. The calculation is made
annually, with the closure cost independently reviewed by an engineering consultant
every three years. The calculations can be made available for inspection at any time.
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Received through MCC Steering Committee meeting, November 2, 2019
1. Board makeup. Who picks?
Brownlee Note: Section 5.01 of the USA currently contemplates that the first board will have 7
directors. Each municipality will appoint 1 director and the 5 directors after that each appoint
two more directors at large. The second board and all later boards is a board of 7. Two of these
directors shall be the directors at large from the first board. The municipalities will create a
director selection committee with each municipality appointing one person to the Committee.
This Committee will then develop a skills matrix for the vacancies on the Board and that
Committee will appoint the remaining directors.
BMS – It is suggested that the MCC Board would have at least these three committees – audit,
HR and compensation and a nominating committee. In a typical process scenario, the
nominating committee would review Director candidates in comparison to Board-approved
criteria (ultimately shareholder-approved through the USA) for qualifications. These nominees
would have come from the shareholders. Recommended nominees would be submitted to the
Board for approval, assuming an original slate was appointed and Director terms were now
staggered.
The details of the committee mandates and the nomination process can be developed with a
governance consultant and legal counsel.
2. Dividend formula. Would like to understand it and perhaps renegotiate.
Brownlee Note: This is based on the current dividend formula that the Commission already
uses. It’s the status quo. It’s listed in Section 6.2(b) and (c) of the Limited Partnership
Agreement.
1/3 of the dividends will be paid out equally with each getting their equal share.
2/3 of the dividends will be paid out in accordance with the proportionate population
breakdown.
Example - This is easiest understood with numbers. For example purposes, let’s say $1.8M is
being paid out in dividends.
1/3 of this $1.8M is $600,000. Each one of the 5 municipalities will obtain $120,000.
2/3 of this $1.8M is $1,200,000. That remaining amount is being paid out as a proportionate
population distribution.

Municipality

Beaver
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Population

Percentage
of
Population

Proportionate
Dividend
Payment

Equal
Dividend
Payment

Total
Payment

5,905

59.63%

$715,560

$120,000

$835,560

Ryley

483

4.88%

$58,560

$120,000

$178,560

Holden

350

3.53%

$42,360

$120,000

$162,360

Viking

1,083

10.94%

$131,280

$120,000

$251,280

Tofield

2,081

21.02%

$252,240

$120,000

$372,240

AGGREGATE

9,902

100%

$1,200,000

$600,00 $1,800,000

Brownlee Note: As for the renegotiation of the calculation of the formula, that is up to the
parties to negotiate amongst themselves. Once the formula is agreed upon, we will paper this.
We do note that the parties do not agree on a changed formula and wish to maintain
the Commission as is, that this is the current formula for distribution of profits under the
current Commission model. Nothing is changed here by not proceeding.

BMS – Response is per no. 11 on the October 16, 2019 question set:

The current dividend and grant formulas were developed by the municipal members in
consideration of all the financial transfers between the members for various jointly-funded
services and projects. The MCC re-organization can continue without revisiting the formula
understanding there has been no significant change in these funding transfers.
Under the MCC agreements, the distribution of income among the shareholders can be revisited
when the underlying funding transfers change.
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3. Location of office. Is there a real need to have an office in Edmonton? Council has spoken to
residents who oppose.
Brownlee Note: This is something that the group needs to decide upon. It is not a legal matter.
BMS – The MCC corporate office will remain in Beaver County. Branch offices are decided based on
business developments/contracts.
4. Why the have the adjacent residents (Booth, Fenske) not been bought out yet?
Brownlee Note: This is something that BMS needs to respond to
BMS – BMS’s land holdings are sufficient for its anticipated operational requirements.
There is an amount in the current capital budget for a future land acquisition.
Land negotiations can be discussed in closed session.
5. The MNP report indicated salary structure is appropriate. But this did not include the bonus
system.
Brownlee Note: This is something that MNP and/or BMS can respond to.
BMS – All compensation programs and results were submitted to MNP. Our CFO reviewed the MNP
report per below comment: (portion of emailed comments)
“Please note that on page 19, there’s no mention that bonuses are excluded. There’s 2 sets of data,
1 for Base Salary and another for Total Cash. The Total Cash includes the bonuses.”

6. Council concerned about travel out of country, and capital purchases.
Brownlee Note: Under the current structure, only the management of BMS can authorize
matters such as this. By transitioning to Claystone Waste under the currently proposed matter,
this is something that each council can have more authority over. The current plan of Claystone
is that a long term, 3 year capital plan is to be prepared. This will provide all expected
expenditures and financial policies for the upcoming 3 years. This plan needs to be unanimously
approved of by the municipalities (Section 4.03 of the USA). Should Council be unhappy with
this, they have the right to require amendments to these strategic plans prior to approving it.
Staying as is under the Commission model means that Council has no authority over this.
Transitioning to Claystone
BMS –
International trips
Through the GM, approval is provided for trips for a business purpose. Out of Canada trips have
been infrequent since August 2011:
{B3365892.DOCX;1}

1. 2012 – GM to a US engineering conference
2. 2016 – former VP operations to a US oil-industry waste conference
3. 2017 – operations personnel, project engineer and operations manager to China to evaluate
new landfill equipment
4. 2018 – Business Development Manager to US for same oil-industry conference as in 2.
5. 2019 – GM to European waste conference (in context of personal vacation, only conference
accommodation expensed)
6. 2019 – Business Development Manager to US for waste industry conference
Capital budget
The waste industry is capital intensive – infrastructure and equipment. We budget on five year
rolling plans based on operational needs and on business development opportunities. Current plan is
2019 – 2023. Rolling plan sets to 2020 – 2024 for November 2019 budget meeting.

7. Council concerned about the sale of lands back to Ewerts and Mizeras in the recent past. The
purchase of these lands was financed by all shareholders agreeing to waive dividends many years
ago. The proceeds of these sales should go back to shareholders.
Brownlee Note: We know nothing about the history here and cannot speak to the correctness
of this. However, under the Commission model, money cannot be paid back to the
municipalities under its current regulation without ministerial consent. Transitioning to
Claystone will enable this to be done without the need for ministerial consent.
BMS – Land transaction history can be discussed in closed session.
8. Return on Investment. The MNP report indicates ROI is within acceptable ranges, but how should
we use this to understand overall benefit to shareholders? E.g. if ROI is 10%, should shareholders
expect 10% dividend based on overall value of investment (business value)? Essentially, what is
an acceptable range of dividend back to shareholders, in relation to MNP estimate of ROI?
Brownlee Note: This is not a legal matter. As noted in this document and as noted previously,
the Commission cannot pay dividends anyway without Ministerial consent. It’s possible that the
Minister could impose different rules on the dividends regardless.
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Transitioning to Claystone means that they can do this without needing Ministerial approval and
they could impose policies with respect to this.
BMS – We currently use a target of a Return on Assets (ROA) of 11.6% (avg of 2017 and 2018
results, 12% and 11.2% respectively)
Per the MCC business plan (Appendix 3), the waste management sector ROA is 4.7%, and public
waste management companies, Waste Management and Waste Connections, have recent ROA’s
of 9.6% and 5.9% respectively.
MNP calculated Return on Invested Capital as a metric. We can review use of this as a metric.
Regarding dividend sustainability, the dividend payout ratio (dividend over net income) is often
used as a measure. BMS has a DPR of approximately 40%, which is in the range of public utilities.
On-going dividends are a matter of corporate strategy, and are addressed at the Board level. At
this time, our business plan has established dividends through to 2023.
9. Percentage of local employment. How do we control?
Brownlee Note: The best way for Council’s to do this is to impose a binding policy in the
strategic plan ensuring certain percentages of local employment. Under the Commission model,
this is not as certain as this is within the purview of management.
BMS – There is no set policy on a minimum level of local employment. However, at this time,
over 2/3’s of our employees live within the Beaver Region.
10. Out of province garbage. Everyone that I have been contacted about that are within 5 to 6 miles
of the landfill are completely opposed to out of province garbage but seem to be Ok with Alberta
garbage.
Brownlee Note: This is an internal operational discussion that needs to be had with BMS
BMS – There is opportunity to dispose of out-of-province waste at the Ryley landfill. However, this
is a secondary business development project, relegated to a future business plan cycle and can be
clarified in the MCC business plan, that acceptance is subject to unanimous approval of
shareholders.
11. The biggest issue people are seeing is the time line. I think the communication of the timelines
need to be more public.
BMS – We believe that our communication efforts have been significant, highly visible and
transparent with regard to the project. Neverthless, we are always open to suggestions for
improvement.
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Question Set 3

From: Kevin Smook <ksmook@beaver.ab.ca>
Sent:

November 3, 2019 6:04 PM

To:

Brian Ducherer; Harold Conquest; Jason Ritchie; markgiebelhaus@hotmail.com; Pierre

Breau
Subject:Fw:BMS
Attachments:

IMG_2065.jpg; ATT00001.txt; IMG_2066.jpg; ATT00002.txt

Additional questions from Councillor Hrabec for discussion Monday afternoon.

See you then.

Kevin Smook, Division 1 Councillor
Beaver County
780-995-9339
www.beaver.ab.ca

-------- Original Message -------Subject: BMS
From: Gene Hrabec
To: Kevin Smook
CC: Margaret Jones ,Jim Kallal ,Dale Pederson ,Bob Beck ,Barry Bruce
Kevin.
Here is tge followup questions about the BMS PAC committee asked of me after the open house.

What is the costs and reasons for sending those volunteers to the meetings and conferences?

BMS – Costs regarding Public Advisory Committee (PAC) members attending conferences can be
provided.
PAC members come from a variety of backgrounds and knowledge of the solid waste industry is
generally low to non-existent.
Accordingly, in order to make them more effective as Committee members, we have regularly brought
members to various local and regional waste conferences and seminars including the Recycling Council of
Alberta and the Northern Lights chapter of SWANA. (Solid Waste Association of North America)

What or any reports have ever been given to the public or to councils?
BMS – Members provide a report on their learnings from attended conferences at a following meeting of
the Public Advisory Committee. These meetings are public. The reports are often verbal, though written
reports have been submitted.

Why are PAC members not at the BMS open houses to justify their existence?
BMS – PAC members are frequently at BMS open houses, annual ones held at the administration and
garage building, as well as others that have been held at transfer stations. Their participation is highly
valued and appreciated.
With regard, to the MCC open houses, PAC members have not been involved in the project, and hence
their participation was not promoted.

There are two other questions I cannot relay because they are to rude.

Gene

