PORTSMOUTH

Executive Brief — SPSA / American Ref-Fuel Waste Location & Transportation Proposal

Issue: Seeking an Agreement to Locate a 5 to 10 Acre Site on Portsmouth Waterfront Property for the
Transportation of Waste Containers

Background: On February 7, 2005, SPSA and American Ref-Fuel approached the Portsmouth City
Manager with the requirement to acquire or lease 5-10 acres of industrial waterfront property with 600 to
1000 ft of bulkhead or pier frontage with greater than 18 feet of draft. It would require major thoroughfare
access and little burden on local roads. Ref-Fuel would operate one or two container handling cranes,
storage space for empty containers and an office/warehouse. Ref-Fuel proposes paying a per a host fee of
$1.00 to $1.25 per ton range amounting to $1,000,000 per year to Portsmouth. All other business taxes
would go to Portsmouth. Ref-Fuel would make all necessary facility capital investments for container
handling and transfer operations. If Portsmouth controlled the land, Ref-Fuel would improve the property
and pay a lease, property taxes and a host community fee to. NYC would place waste in Ref-Fuel owned
containers and transfer via barge for movement to Portsmouth. The containers hold 22 tons of waste each
with daily volume ranging from 125 to 300 containers per day. These containers would be unloaded from
barges and loaded onto trucks for transport to disposal facilities. There will be no investment necessary
from the City of Portsmouth. March 11, 2005 is the drop-dead date for a decision and signed agreements
based upon Ref-Fuel becoming short-listed in the New York City (NYC) bid process.

Discussion: Portsmouth’s Economic Development, Planning and Engineering departments have provided
Ref-Fuel several potential sites. Additionally this team and others expressed the following pro’s:

1) Potentially produces additional revenues at little cost, 2) Permits the city to manage truck transportation
(most current truck traffic is unmanaged), 3) Allows the city to control its own destiny regarding interstate
commerce by controlling the site (operations within either Maersk or PMT might be uncontrollable).
Potential con’s were: 1) Does this project raise the “quality bar" definition for Portsmouth? 2) Sites
located in Cradock might contradict the residents’ new neighborhood plan, 3) BASF site would produce
increased truck traffic in the West Norfolk neighborhood and would require trucks to travel City roads.
Also, several questions surfaced that staff is working to answer: 1) How will this affect Portsmouth’s
image after Chesapeake appears to have declined an earlier opportunity? 2) Are there any truck routes that
would totally circumvent neighborhoods? 3) Does this operation move Portsmouth toward the Council’s
Vision principle of becoming a World Class Maritime Center?

On February 15, communications with Tim Fegan of Ref-Fuel indicated: 1) The Allied and Maersk sites
were the most favorable, 2) Several documents needed in the near future include a land option/rights
agreement, a Memorandum of Understanding for land use rights and host benefits and a Certification
document for State permitting. Additionally, Ref-Fuel indicated that they (in conjunction with SPSA)
must be awarded a contract from NYC for a minimum of 2,500 tpd of waste for them to execute this
agreement. Such an award would be made in the 3rd Qtr. 2005.

Meetings that followed on February 18™ and 25™ began framing a conceptual term sheet to present for
discussion with Council. This negotiation tool begins specifying the criteria, requirements and critical
outcomes necessary to add significant new revenues to Portsmouth, manage an interstate commerce
commodity we other wise might have no control over, gain hands on experience by visiting an existing
site, engage in proactive civic discourse, and ensure this project is environmentally safe and clean if
undertaken.



American Ref-Fuel
Conceptual Term Sheet
February 28, 2005

Gross annual compensation to the City (minimum) to cover (at a minimum):
o Road repair / paving

o Route compliance and safety enforcement

o Daily rate per ton — leverages portions of City-wide CIP priorities

o Neighborhood mitigation (e.g. screening, landscaping, buy-out funds, etc.)
o Signage

o Cleanliness

Limit the number of trucks per day (maximum)
Annual days of operation (Monday — Friday)
Daily operating hours and times of day (deconflict traffic congestion periods)
On-site Container Storage
o Loaded
o Empty
Other operating factors:
o Trucking contract with SPSA or like entity; no independent truckers
o Fixed route of ingress and egress from site and the city (fine imposed per truck if route
is violated)
Site of operation improvements:
o Pavement of site area
o Construction of building to store inbound and outbound containers (lessen impact of
adjoining property owners)
o Outside storage of empty containers prohibited
o Landscaping as dictated by city code
o Appropriate environmental controls
Other questions to answer:
o RDF plant capacity?
How to move other trucks bound for RDF to a managed route?
Does larger containers guarantee lower volume of trucks?
Council questions?

o
o
o
o How best to continue civic discourse if we continue staffing?
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American Ref-Fuel Company

Formed in 1983, American Ref-Fuel develops, owns
and operates advanced waste-to-energy facilities that convert
municipal solid waste into energy as steam and/or electricity.
With nearly $2 billion in assets, American Ref-Fuel offers a
wide range of waste disposal solutions and related services.

American Ref-Fuelis owned by CSFB Private Equity
and MSW Holdings, LLC. MSW Holdings, LLC is owned by
an affiliate of American International Group Inc. and an affiliate
of DLJ Merchant Banking Partners {Il, L.P. and its affiliated co-
investors, each managed by CSFR Private Equity.

Part of a Total Solid Waste Plan

An energy recovery facility can be an integral part of
atotal solid waste rmanagementi plan that includes waste mini-
mization, recycling and removal of potentially toxic materials
from the waste stream. American Ref-Fuel assisis com-
munities in maximizing their opporiunities to recycle to the
greatest practical extent.

The remaining non-recycled materials are then taken
to the processing facility for volume reduction and energy
production. Post-combustion recovery of metals and ash by-
products complete the waste utilization process.

Safety and Training: Where Qualily Begins

American Ref-Fuel is committed to making safety
a central theme that applies to each task performed in the
construction and operation of its facilities. Comprehensive
training programs emphasize continued attention to every
delail necessary to promote a safe and healthy work envi-
ronment. Advancement is limited to qualified operators who
pass a rigorous certification program followed by a compre-
hensive examination.

Communnities served by American Ref-Fuel facilities
benefit from this attention to safety and training through
cost effective and reliable plants. The OSHA Star designa-
tions are evidence of the company's commitment to safety.

Qur Vision

We will be...
.. the most reliable waste-to-energy company in America
... employing the best people
... who posess the highest values

Core Principles

We embrace the following Core Principles:
Safety and Environmental Excellence
Creative Teamwork
Customer Satisiaction
Employee Enthusiasm
Ethical Conduct

A Citizen of the Communities We Serve

As each project is developed, American Ref-Fuel
keeps the punlic informed about the facility that will serve
their community. Once the plant is operating, the public is
invited to tour and observe the company’s commitment to
safety and environmental protection.

Superior Environmental Performance

Equipping a modern energy recovery facility with the
best available emissions control equipment is important. How-
ever, achieving outstanding environmental results aiso requires
proper maintenance, efficient operation and an overall philoso-
phy that places a premium on environmental protection.

Our facilities are environmental leaders in the U.S.
waste-io-energy market. Water recycling is designed into the
systern to preserve this precious resource. A totally enclosed
structure contains noise and odors. The community is further
buffered through landscape design. Ash residue can be pro-
cessed for the recovery of ferrous and nonferrous materials
prior to disposal in licensed sanitary landfills. American Ref-
Fuel also participates in research for the beneficial use of ash.




The company’s flagship plant, opened in 1989, provides environmentally
safe disposal for the waste generated in the naiion's most populous township.
The 2,505-ton-per-day plant generates enough steam to prodiice electricity for
in-plantuse and for sale to the local utility. The facility also recovers ferrous and
non-ferrous materials from post-incineration ast.

In 1994, the plant was designaied a Star work site by the U.S.
Occupational Safety and Health Adminisiration (OSHA), the first wasie-to-
energy plant ever to achieve this status. The plant also received the Waste-

to-Energy Systems Excellence Award from the Solid Waste Association of
North America.

Hempstead, New York

Essex County (Newark), New; :,férsey

Operating since 1990, the Essex County plant recorded
one of the smoothest start-ups in history, completing its cycie of
first burn through acceptance testing in 92 days.

The Port Authority of New York and New Jersey seived
as the developer of the project with Essex County as the spon-
sor. As part of an integrated solid waste plan that includes an
aggressive recycling program, the Essex County facility offers
savings to the Newark and New York City area that will total
several million dollars over the lifetime of the plant. The Essex
Resource Recovery Facility received an OSHA Star facility desig-
nationin 1995.

Southeastern (Preston) Connecticut

This plant demonstrates the advantages of a regional approach.
By combining waste streams and forming the Southeastern Regional Re-
sources Recovery Authority to construct a larger facility, several commu-
nities benefit from both construction and operating savings.

The facility processes post-recycled waste and generates elec-
tricity, 24 hours per day, seven days per week. in 1994, the facility re-
ceived expanded operating permits io 689 tons per day, in addition to
receiving the coveted Star rating by OSHA.

AMERICAR
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This plant represents the company’s first acquisition. Purchased
from Occidental Chemical Corp. in 1993, the 2,250-ton-per-day facility
has allowed American Ref-Fuel to gain a strategic position for a long-
term presence in the western New York waste disposal market.
American Ref-Fuel replaced the plant’s technology with a state-of-
the-art, computer-controlied mass burning system. The acquisition resulted
in economic benefits to the community through the refinancing of bonds to
stabilize disposal costs. The Niagara facility earned OSHA's elite Star rating
in 1996 and the U.S. EPA’s Performance Track designation in 2002.

Niagara Falls, New York

SEMASS (Rochester), Massachusetts

The SEMASS Resource Recovery Facility provides
southeastern Massachusetts with an alternative to landfilling.
Since opening in 1989, the facility has employed a shred-and-
burn process developed by Energy Answers Corporation (EAC),
the facility’s developer, enabling the plant’s processing of
approximately one million tons of solid waste each year. The
resulting electricity meets the needs of more than 75,000 homes.

American Ref-Fuel Company acquired controlling interest
inthe SEMASS Partnership in 1996. The plant and affiliated landfill
and transfer stations have won numerous operational and
environmental honors as well as receiving OSHA Star designation in 2000.

Deiaware Vailey (Chester), Pennsylvania

The Delaware Resource Recovery Facility joined American Ref-
Fuel's portfolio of environmentally sound waste-to-energy facilities in 1997.
The plant processes up to 2,688 fons of municipal and commercial solid
wasle each day. At maximum output, the facility generates approximately
75 megawaits of eleclricity, 90 percent of which is sold to the local utility.

The plant offers an effective and environmentaily safe solution to Delaware
County’s municipal waste disposéal and energy production, and capacity for up
10 500,000 tons of additional waste annuailly from surrounding communities.

TransHiver Marketing Company - ARCNET - Special Waste Services Company

TransRiver Marketing Company optirnizes American Rei-Fuel's disposal capacity and assisls communilies in managing their waste
streams. ARCNET is the unit responsible for inarketing the ferrous and nonferrous by-products of the combustion process. American
Ref-Fuel Special Waste Seivices Comparny (ARCSWS) focuses on the environmentally safe and efficient destruction of nonhazardous
pharmaceutical and cosmeitic wasies and other nonhazardous special waste streams thal can be safely processed at American Rel-Fuel
facilities.




a. Essentially, New York or other out-of-state residential waste is no different
from that managed locally. SPSA is expert at managing residential solid
waste.

b. SPSA has been awarded E3 status from the Virginia Department of
Environmental Quality due to our stringent environmental practices. (The E3
or exemplary environmental enterprise certification is awarded only to those
organizations that have a comprehensive environmental management
system, a commitment to pollution prevention, and have achieved superior
environmental performance.)

c. Safeguards and inspections programs will be put in place to more vigorously
observe out-of-area waste loads; we will hold random inspections at the New
York facility and our typical inspections at the off-loading location(s). In short,
we plan to inspect a minimum of 10% of the out-of-area waste stream.

d. Waste received will be used to feed the Waste-to-Energy system; any
remaining waste will be landfilled. We are working on perhaps sending the
remaining waste to the Camden County, North Carolina landfill.

e. Without SPSA’s involvement there can be neither local accountability, nor
local government say in the management of this waste under federal
interstate commerce laws.

4. The technology used to ship containerized garbage in an
environmentally safe manner is proven to be sound, and has been
used for years throughout the United States and in other parts of

the world.

a. State regulations are in place to guide the transportation of containerized
waste.

b. This method of waste transport has been successfully used for years in other
public and private operations.

c. Containers used to transport waste look no different from the thousands of
other containers coming into Virginia’s ports.

d. The containers themselves have stringent requirements to be leak-proof,
cleaned, inspected, and are built by ASME certified welders and must pass a
quality assurance program before being put to use.

Other issues are addressed in the attached Multi-Jurisdictional Waste
Question and Answer statement.

February 2005



Multi-jurisdictional Waste Disposal

Question and Answer

1. What are the primary facets of the arrangement for disposal of the multi-
jurisdictional waste?

There are several phases of the multi-jurisdictional waste operation. First is the
conceptual approval by the SPSA Board of Directors of SPSA entering into a
contractual arrangement with a private waste management company (American
Ref-Fuel). The SPSA Board, at is February board meeting, approved the first
step in this process. The second step is the approval of final contract with
American Ref-Fuel and this decision will go back to the Board for ultimate
approval at a later time.

2. What kind of waste will be received?

Residential solid waste. No hazardous, medical or other types of waste are
permitted to be disposed through this arrangement.

3. Who is delivering the multi-jurisdictional waste and what is their
environmental record?

The out-of-area waste would be delivered to SPSA by American Ref-Fuel.
American Ref-Fuel has a stellar environmental record. Visit their website at
www.ref-fuel.com.

4. Who will make the final decisions regarding this relationship?

SPSA’s Board of Directors and the waste management organizations involved.
But as noted, there are several levels of decision making. First is the approval of
the acceptance of additional waste through the SPSA system by the SPSA Board
of Directors; secondly, the waste stream must be confirmed for delivery to SPSA;
and finally SPSA and other partnering organizations must agree on and approve
the acquiring of additional landfill disposal capacity which is a lengthy process.

5. What affect will this have on SPSA operations? What will happen with
existing employee staffing as a result of the partnership?

While there may be a slight staff increase for the transfer of the waste received
from American Ref-Fuel, SPSA’s other primary operations are not expected to be
affected— with the slight chance that a portion of the waste stream may be used
in our waste-to-energy operation if there is a benefit to using this source as a
fuel.

February 2005



6. Where is this waste originating?
Northeastern United States.

7. When will the decision on the contract occur and when will the contract
start?

If consummated, January 2007. As noted, there are several decision making
steps. This is likely to take several months before all elements of this
arrangement are approved and finalized.

8. Is there a SPSA capital cost investment?

Possibly. SPSA may contract for the transportation of this waste or lease any
equipment needed for waste disposal management.

9. What is the length of the contract for delivery of the multi-jurisdictional
waste?

20 years.

10.What will happen if the Board does not endorse the program or the waste
does not materialize?

It is expected that the SPSA members’ costs will increase dramatically. SPSA’s
system was set-up to handle all waste generated within the South Hampton
Roads region. Due to waste “leakage” from the system, the SPSA system
becomes less cost efficient for the SPSA member communities; conversely with
more waste, the system is much more cost efficient for the SPSA member
communities.

11.How much waste does SPSA currently handle daily?
4000 to 6000 tons per day.
12.1s there a limit to how much out-of-state waste will come to the region?

No. The amount of waste transported to Virginia should be equivalent to the
capacity available however.

13.What safeguards will be put in place to manage the environmental health
and well-being of our region and public?

SPSA is known for its stringent management of solid waste according to local,
state, regional and national environmental standards. While SPSA will only be
transporting waste received as part of the multi-jurisdictional waste arrangement,
liability will be maintained by American Ref-Fuel until time of delivery to SPSA.
SPSA operates its waste management facilities under strict SOPs (Standard
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Operating Procedures) and has just been awarded E3 status from the Virginia
Department of Environmental Quality as a result of our environmental
stewardship, responsiveness and record. SPSA has an extensive environmental
management and safety department which oversees all facets of SPSA’s
activities. SPSA will manage this waste stream accordingly.

14.How much will SPSA stand to make?

Staff does not know yet the amount of the revenue stream expected from this
arrangement. We are continuing the due diligence necessary in order for Staff
and the SPSA Board to make more informed decisions. In any case, this will help
keep the cost of waste management for our local governments as low as
possible.

15.Who opposes this contract?

No one that we are presently aware of, but we do expect that perhaps other
private sector competitors or those opposed to the interstate disposal of waste
will have issues with this arrangement. However, as we have stated, those
opposed to the interstate disposal of waste have no recourse in this area; the
Carbone decision of 1994 held that no governmental entity can direct the flow of
solid waste. To do so would be unconstitutional under U.S. Constitution
commerce laws.

16.Will there be additional out-of-area waste coming through the region that
SPSA is not handling?

We do not know. It is very likely however that other wastes will be transported to
and disposed in Virginia through other private haulers.

17.Who began the partnership discussions?

SPSA was contacted by American Ref-Fuel for the acceptance of waste from
out-of-area.

18.Had the organizations shipping in the out-of-area solid waste already
decided to bring it in to this area prior to SPSA beginning negotiations?

We do not know.
19.Why is SPSA accepting out-of-area waste?

SPSA's system was originally designed to accommodate all waste generated
within the South Hampton Roads region, with the support of both public and
private waste management. As the result of the Carbone decision, and the
tremendous growth in permitted disposal facilities within Virginia, SPSA now
lacks the volume of waste needed to operate its system in an economical
manner for SPSA's member localities and their citizens.
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