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About Midas Management Consulting LLC

Midas Management Consulting LLC (Midas) is a national solid waste management consuttngpany
headquartered in Madison, Wisconsin.

Midas acts as an independent cost containment agent, hetpimganies of all sizes reduce expenses
related to their solid waste disposal program.

We provide an outsourced, centralized, and single-ssoafta&on for our clients, by overseeing and
administering their waste management program in anegifieind cost-effective manner. Midas specializes
in uncovering innovative options for recyclable wasften leading to an additional or enhanced revenue
stream for our clients.

Although Midas Management Consulting nurtures cordial aniiy@selationships with haulers, we do
not have any affiliation with any haulers, recyclersst@arokers or landfills. Our independence,
experience, and objectivity makes us uniquely qualified to ¢migpanies find durable cost saving
opportunities.

Midas Management Consulting is able to serve a wide rangepfs in varying industries, from small
one-location businesses to Fortune 500 companies, ity 1¢@®0 North American locations.

0 2007 All Rights Reserved.

No part of this publication may be reproduced, stored in a retrieval system or transmitted in any form by

any means, electronic, mechanical, photocopying, recording or otherwise, without the prior permission

of the publisher, Midas Management Consulting LLC.

The facts of this report are believed to be correct at the time of publication but cannot be guaranteed.

Please note that the findings, conclusions and recommendations that Midas Management Consulting LLC delivers will be
based on information gathered in good faith from both primary and secondary sources, whose accuracy we are not
always in a position to guarantee. As such Midas Management Consulting LLC can accept no liability whatever for actions
taken based on any information that may subsequently prove to be incorrect.
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EXECUTIVE SUMMARY

Firms that fail to address their waste disposal, re cycling and by-product
disposal programs are limiting their gross profits

Midas Management Consulting LLC, a leading expert in the waste consulting
field, designed this report to help executives plan, design, implement, and
improve quality waste and recycling cost reduction initiatives.

Most firms are unaware that they are overpaying for waste disposal and
recycling. Waste disposal is stigmatized as “comparatively small,” and “low
brow,” and doesn’t get the time and attention it deserves from most firms.

Firms can contain costs themselves, by going hauler-direct, or they can
outsource using either a waste broker or waste consultant. The key to a well-
executed strategy is technical industry knowledge, and the ability to focus,
“quality time,” and to implement changes quickly and continuously.

By outsourcing, firms gain the waste industry expertise they lack and also the
time and resources required to maximize results. Further, firms recapture time
their personnel can use to focus on more strategic priorities.

Following the hauler-direct model, firms risk achieving sub-par results because of
a limited ability to get beyond the “low hanging fruit” brought about by the
pressures of juggling multiple priorities and projects and a lack of industry
expertise. However, cost reductions can be significant, but only if the firm is
willing to commit the resources necessary to establish a strong program. Those
firms that recognize the limitations of their in-house resources will have the
greatest success.

By outsourcing to a waste broker, firms can dramatically simplify operations and
lower costs, but their savings is limited by the broker’'s mark up. Significantly,
brokers offer clients low costs in exchange for handing over control of their waste
streams. Brokers do indeed drive down costs, but they also present the risk of
lowered customer service to the firm.

By outsourcing to a waste consultant, firms have the best chance to drive
superior results because the consultants model offers the client both control and
a superior level of savings, effectively solving client-centric challenges inherent
with the other models. A fundamental part of the model is built-in incentives to
achieve maximum savings by designing custom programs for each location.
While consultants manage the waste program, firms retain control, and are able
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to veto any of the consultant’'s recommendations that don’t make business
sense.

Surprisingly, there is no such thing as "national purchasing leverage.” A firm may
be classified as a “national account,” but it's really not. Waste is fundamentally a
local business. Meaning pricing is determined by how far your dumpster is from
the hauler’s nearest landfill.

Waste vendors and brokers can operate under the guise of "purchasing
leverage" because it is an easy sell, its easy to understand and its easy for a
prospective client to get their arms around how that might work for them. There is
no doubt that some price concessions are made for clients with multiple
locations, but oftentimes prices can be driven lower by negotiating pricing for
each separate location. So in its essence, “purchasing leverage” is really a
misnomer for simplification, where money is unintentionally left on the table in
exchange for time.

There are seven elements of a successful waste cost containment program:
personnel\time commitment, industry expertise, control of program, consolidated
billing, hauler affinity, client satisfaction, typical levels of savings.

A superior level of savings is the primary goal, but the chief drivers of success
are
1) the personnel deployed and their ability to focus on driving results, and
2) waste industry expertise — the insider knowledge that your waste
vendors won't offer up in discussion.

Consultants offer the most industry expertise and are typically smaller shops that
are more customer-centric and more hands on than brokers, who rarely come on
site.

Often, the next most crucial drivers are control and consolidated billing. For
industries with simple waste streams with predictable waste volumes giving up
control in exchange for lower costs might make sense. For manufacturers with an
eye on total cost of manufacturing, it certainly doesn't.

Consolidated billing is attractive for firms with multiple locations or firms working
with multiple waste vendors, particularly where several waste vendors are
involved.

Hauler affinity and client satisfaction are similar metrics. Hauler affinity is what
the hauler thinks of your cost containment program. That is, are they still
motivated to provide excellent customer service upon completion? If a broker has
tried to achieve savings by installing small dumpsters that tend to overflow, the
waste vendor will be understandably sour — and sour vendors mean you suffer
with poor customer service. On the other side of the coin, client satisfaction is a
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measure of “are you happy you chose this path?” Firms are most pleased with
consultants and by going hauler-direct.

INTRODUCTION

While every business and every household generates waste and recyclable
materials, most firms have not yet awakened to the cost containment
opportunities available in their waste, recycling and by-product disposal
processes.

Most firms do little more than accept this expense category as is. It's a vicious
circle. Senior executives view waste as an afterthought because it's a
comparatively small expense that’s viewed as an inescapable cost of doing
business. Line management doesn’t pay waste much attention because it's not
on senior management’s priority list. “Besides,” they think, “it's dirty, it's smelly,
it's low brow, and it was deceptively complex and time consuming the last time
we did look at it.”

As a result, waste costs continue to increase for most businesses because
continue to operate unaware that they are unnecessarily overpaying for waste
disposal and recycling. Instead, this low hanging fruit is ignored as executives
simply look elsewhere for increased profit margins, enhanced sales cycles and
increased employee productivity.

Those firms that move to create or improve their initiatives now can look forward
to hefty returns on their investment.

Midas Management Consulting LLC has established itself as a leader in
conducting waste reviews and implementing cost reduction recommendations for
businesses and non-profit agencies.

This report is designed to help executives establish, improve, and benchmark
waste and recycling cost containment initiatives. It contains an original analysis
designed to help executives understand three basic options available to them
and the benefits and risks associated with each; the seven key elements of a
good initiative and how those elements differ between the three major cost
containment alternatives; more than twenty specific questions to ask and
answer as a part of the cost containment process; case studies from several
sectors including restaurant, retail, distribution, manufacturing, and non-profit.
The report also debunks the common myth of national purchasing leverage in
the waste industry.
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IS YOUR WASTE PROGRAM DEALING YOU A SUCKER
PUNCH?

Companies need to revisit their business-as-usual waste management
processes, because proper waste management can provide a hefty return on
investment.

Historically, companies have been forced to manage hazardous waste because
of the cost, regulatory requirement, risk exposure and potential for adverse
environmental impacts. Yet companies have not had a compelling reason to
address the management of other categories of waste. And this inattention is
costing them money — sometimes significant amounts of money.

Proper oversight of a company’s waste disposal program requires the
commitment of company policies and resources. Outsourcing can partly or
completely relieve departments of the burden of administrating such programs,
and waste management consultants provide an unbiased, expert, single-source
solution, that acts wholly in the client’s interests.

Companies who do not take steps to refine their solid waste management
processes and reduce their waste management expenses are reducing their
profit margins significantly.

SO WHY ARE COMPANIES MISSING OUT?

More and more waste categories are becoming more highly regulated and costs
of waste management are increasing. Even so, the focus remains on minimizing
hazardous waste — limiting exposure and risk — as opposed to expanding the use
of innovative management tools to limit the exposure and management cost of
other waste categories. Adopting a more sophisticated approach to the larger
volume of waste is not only cost effective, but can result in significant cost
savings for companies.

Of course, not all companies are alike. However, most are reluctant to take the
initiative to advance their waste management processes, because “We have
always done it this way.” or “We can’t take on an additional project.” Either
rationale results in money left on the table.

Companies employing outmoded processes (usually accompanied by one or
both of the above rationalizations) may be reluctant or simply uninterested in
changing. These companies are missing opportunities to reduce waste
management costs and potential risks simply because of comfort zones from
previously established routines — “If it ain’t broke, don't fix it.” Yet regulatory,
business and technological advancements can, and do, significantly impact a
company's bottom line, thus justifying change.
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5 Warning Signs that Your Program Needs A Fresh
Look...

As solid waste management experts, Midas Managemesu@iog finds that many
companies are making similar costly mistakes, the ngysg@®us of which fall into the
following five areas. All of them place the companytet mercy of their vendors or
brokers, making the company the potential target of a “symkach”.

(1) RELYING ON HAULERS FOR INDUSTRY EXPERTISE

In quest of efficiency, companies often turn to theirdges to provide information and
expertise on pricing and
services.

Relying too heavily on haulers for industry expertise camisignificant risk, because

this is akin to the fox guarding the hen house — ittma tonflict of interest. Waste
haulers have virtually no economic incentive to heljr ttieents reduce costs because the
hauler profits on each partially full dumpster; forleéine they bring a truck on site; and
on clients who rely on outmoded technology.

In fact, waste haulers operate under an operatingeaftygistrategy. Waste haulers and
recyclers execute their strategy by improving processaifiees (trucks and other
equipment and routing), and vertical integration decisfsnsh as owning landfills), or
simply avoiding some costs altogether.

Haulers who work collaboratively or follow a constilta sales approach with their
clients, are rare because by doing so they reduce thripmfits. And although we have
heard haulers claim that they work collaborativelthvelients, we have found ample
evidence to the contrary. The onus is completely erclients to educate themselves in
the process. In our experience, this rarely happenactnwaste costs pale in comparison
to truly strategic pressures such as the competitionjriepdvenue, and employee
benefit costs. Most firms fail to optimize their wagxpenses because they are focusing,
as they should, on the demands of higher priorities.

(2) NOT EXAMINING THE RELATIONSHIPS BETWEEN THIRD
PARTIES.

To administer their waste management program companiasswally outsource
through one of three channels: do it yourself, wastkdsr@r waste consultant. Some of
the pros and cons for each option are summed up in Tablkethe next page.
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Analyzing third party involvement is essential to reducing eng minimizing risk. Even
though generators are responsible for wastes from et@djeave, the majority of
companies rely on third parties to provide transportatiordsmbsal services. In some
cases, waste management companies handle all aspeetstefmanagement by
providing in-plant or onsite services. These services kantractual and cost
agreements, detailing areas of involvement and respotsihilisome cases, third parties
have conflict of interest relationships that remainiseidsed, or engage in cost strategies
designed to maximize the profits of the agent and natlitwet.

=)

Table 1
Channel Pro Con
Client maintains day- The most labor intensive.
Do It to-day overview and Program is managed by
Yourself control of program client’s in-house staff.
details. Client responsible for day-to-
day overview of program
With a strong, closely details.
monitored program, Client conducts their own
cost-reductions can be sourcing and negotiations wit
significant. vendors.
Staff awareness of cost-
reduction measures may be
sporadic or non-existent.
Hauler may have an
undisclosed commercial
relationship with landfill.
Generators are responsible tg
ensure that their wastes are
disposed of properly.
More waste hauled = greater
hauler profits.
Simple and Many waste brokers are a
Waste convenient. “silent” subsidiary of major
Broker Outsourced service haulers.
provider. Some brokers don’t work with
Handles sourcing, waste vendors who aren’t a
billing and part of their network.
negotiations. Client may not be receiving

Releases in-house staff

from daily
administrative detail.
Reduced paperwork.
Has access to a
network of waste

vendors.

transparent data with regard to
vendor pricing, etc.

Broker compensation is
derived from discount
markups.

Lower client costs = reduced
broker profits.
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Acts as client’s
advocate with

suppliers and vendors.

Waste
Consultant

Provides outsourced,
single, centralized anc
expert program
management solution
Unbiased. No conflict
of interest
relationships.
Releases in-house stg
from administrative
detall.

Eliminates paperwork
Has access to a
network of waste
vendors.

Acts as client’s
advocate with

suppliers and vendors.

Usually does not
require retainer or up-
front fee - Consultant
bears all the financial
risk.

Shares in client’s
savings = “skin in the

ff

game”

Contract may obligate client t
pay for recommendations they
reject for sound business
reasons.

Contract must be scrutinized
for “hidden costs”.

May require retainer or up-
front fee.

Consultant may not conduct
implementation of their
recommendations.

O

(3) NOT MAXIMIZING RECYCLING OPPORTUNITIES.

Now, more than ever, recycling is perceived as a copatial responsibility. The
waste industry is and always has based itself on a ¢roolee waste = more profit”
business model. This translates into mass burial or iratioe, not reduction and

recycling.

Once companies or manufacturers know what they're thgpaway, they can begin
looking for recycling opportunities. What materials are ablesor recyclable? Are any
materials worth money? How do recyclers prefer teikecmaterials? How much will it
cost to separate and store recyclables? How much daes tbahrow them away?
Often a company can involve its suppliers in its recyadifigrts; for example, requesting
that suppliers make packaging more amenable to recycling.
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(4) BELIEVING THE MYTH OF NATIONAL OR REGIONAL
PRICING LEVERAGE.

There is more to reducing waste expenses than just price negotiations. In fact, to
negotiate nationally, you must have a local understanding of each market. The
goal is to pinpoint exactly what services and pricing should be provided location-
by-location. This is because waste disposal is fundamentally a local business.
That is to say, your pricing is determined by how far your dumpster is from the
hauler’s nearest landfill.

Local market intelligence is very important because there is no such thing as
"national purchasing leverage" in the waste industry. There never has been --
and there never will be.

The reason is that the waste hauling and disposal industry is operated on a
market-by-market basis. This is true for even the largest industry players like
Waste Management Inc. In fact, large haulers have dozens of operating
subsidiaries.

Within each marketplace there are widely varying competitive market forces at
work, and an even wider array of disposal and recycling solutions - driven by
regulatory and ownership forces.

For example, you may have more than one market within one metropolitan area
depending upon where the landfills are, who owns them, and where each hauler
empties their trucks.

Waste haulers and brokers can operate under the guise of "purchasing leverage"
because it is an easy sell, its easy to understand and its easy for a prospective
client to get their arms around how that might work for them. There is no doubt
that some price concessions are made for clients with multiple locations, but
oftentimes prices can be driven lower by negotiating pricing for each separate
location. This task is quite time consuming. Imagine negotiating contracts for 300
restaurants, let alone 10 manufacturing plants. So in its essence, “purchasing
leverage” is really a misnomer for simplification, where money is left on the table
in exchange for time.

It is important to note that brokers in particular risk using a heavy-handed,
"machete approach” in their dealings with hauler. As we will discuss in the Client
Satisfaction section, these companies must often change hauling companies and
in the process get blacklisted by others. While the client does enjoy some
savings, the waste haulers are unhappy - and unhappy waste haulers mean poor
customer service.

Bottom line: there is no such thing as "national purchasing leverage.”
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(5) INADEQUATE PROGRAM EVALUATION.

In our experience, company evaluations indicate thatrdesaf potential improvement
can be encompassed into the following categories:

Regulatory reviews
Technology foundation
Business processes

Each category is broad by nature and, depending on the ogngaan be narrowed by
types of waste present. Summarization of each categoripe applied appropriately,
however to evaluate and implement an efficient and feeeaste management
program, several areas of business processes shouddressed as shown in Table 2 on
the next page.

Most companies concentrate solely on the financ@@sby reviewing or re-bidding any
existing contracts. However, a business includes many otingponents that are all
intertwined. Defining the universe of waste managementtadls to easily evaluate
options leads to opportunities to save money, streamloeepses, reduce risk and
minimize waste. An in-house team should properly con$igte following personnel
shown in Table 3 on the next page.

Even though services offered by waste management companegreatly, a waste
management company or consultant can generally provide loost, a lower risk

disposal facility or a complete solution that covensite management, transportation and
disposal. By understanding a company's operations and dsgistivaste management
company or waste management consultant can evaludte@mmend specific services
to ensure a company receives the most efficient and festive solution.

Table 2: Business Processes Impacted by an In-House Wasted Program

Program consolidation: broadening or consolidation
Onsite management - Methods of containerizing waste
Consolidation for bulk pricing

Recycling and reusing
Processes - Correctly analyzing storage units
Automating or streamlining tasks
Coordination between facilities

- Division or facility based budgets
Accounting practices - Electronic transactions
Invoice reconciling

Tracking, record-keeping, - Evaluating and applying software applications
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accounting and monitoring

Third-party

Recycling and reuse expert

Disposal vendors with own transportation
Transportation haulers

Engaging disposal facilities that reduce rates and long
term risks

Vendor consolidation

Complete outsourcing of all waste management activ

Table 2: In-House Waste Audit Team Requirements

J_

ties

Field Personnel

One from each division or facility: each with
knowledge of onsite activities.

Facility Manager

A manager of field personnel to provide an
overall picture of onsite activities.

Environmental Health and Safety Manager

From a facility or corporate organization with
certification in regulatory requirements.

Accounting Manager

Corporate level employee who understands
billing, invoicing, and all financial aspects of
contracts.

Corporate Environmental Specialist

Corporate-level employee with knowledge o
corporate regulatory and reporting
requirements

f

Corporate Environmental Manager

Corporate-level employee who creates and
implements corporate environmental plan.
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THREE COST CONTAINMENT MODELS

The operating models for waste management are not in themselves very
complex. Like the old adage says, “the devil’s in the details.” The negotiations,
the pinpointing of where money is being lost, examining the various disposal
methods and technology upgrades is what is deceptively complex and time
consuming.

There are two main categories comprised of three options by which a waste
generator can interact with the waste industry. The categories are do-it-yourself
and outsourcing. Do-it-yourself firms are said to be going “hauler-direct,” and with
outsourcing the two options are using a waste broker or hiring a waste
consultant.

Caveat: We do not consider a company that simply bi ~ ds out its trash every
year or two to be operating in any cost containment mode whatsoever.

For companies who operate in this manner, the real driver of this activity is the
waste vendor who typically calls and schedules an annual review — and they are
hardly interested in reducing their margins.
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HAULER-DIRECT

An organization that deals directly with their waste haulers and recycling
companies is operating in a hauler-direct mode. This is the most common model
and is the baseline. In this model the program is typically managed by fully or
partially dedicated staff that relies heavily on the hauler for industry expertise.
Using this model, firms risk achieving sub-par results because of a limited ability
to get beyond the “low hanging fruit” brought about by the pressures of juggling
multiple priorities and projects and a lack of industry expertise. Typically this
translates to intermittent cost reduction projects. However, hauler-direct cost
reductions can be significant, but only if the firm is willing to commit the
resources necessary to establish a strong program.

HAULER-DIRECT AGREEMENT ILLUSTRATION

Client Hauler

Waste Disposal
Agreement

TYPES OF FIRMS THAT USE HAULER-DIRECT
Baseline model — most common

Firms that have grown through acquisitions

Firms where each facility\location has it's own P&L
Firms with dedicated internal resources

Firms in rural settings

Firms who have replaced waste brokers
Manufacturing

Small business

NG~ WNE

HAULER-DIRECT CASE STUDY: Multi-National Financial
Services Company

This example illustrates a successful hauler-direct cost containment program in
terms of Personnel\Time Commitment and Industry Expertise.

At its Midwestern headquarters, this company has over 2,500 of its 6,000
employees spread over five locations in the metro area. Its waste streams are
not complex. They are comprised primarily of office paper, cardboard, aluminum

© Midas Management Consulting LLC (Published 8/2007) Page 15
This report is a licensed product and is not to be photocopied



cans and food waste from the cafeteria. Data destruction is required for much of
the office paper waste.

The company committed to reducing their waste expenses in 1999 and
designated a talented facilities manager to spearhead the project. The project,
now in its fifth year, is a complete success. With work completed at four of the
five locations waste expenses are now a profit center, having gone from costing
$30,000 annually to earning $300 per year. This is quite a turnaround by any
standard.

Orisit?
Why wait 5 years to save only $30,000?

By outsourcing the work to a waste broker or waste consultant, the company
could have realized the same results in a matter of months, rather than years.
Typically 90-120 days.

The company also has several other office complexes, notably in lowa and metro
Chicago that weren’t in the scope of the project. A waste broker or consultant
could have tackled these additional facilities with no timeline impact, further
increasing the savings to the company.

What is the price of success? In hard dollars, it's $90,000. For purposes of
determining project costs, the company uses a fully loaded employee cost (FTE)
of $90,000. Assuming that 20% of the facility manager’s time was committed to
this project over the past 5 years, they spent $90,000.

What is the risk in terms of intellectual capital? Consider that the facilities
manager is now highly educated about the company’s 5 primary waste streams.
In fact, the manager now monitors the recyclable commodity spot markets
regularly in order to maximize price. What happens to the program should this
employee leave the company? Can this skill set be easily replaced?

OUTSOURCING

Nearly all companies are outsourcing now because it's proven to be a cost-
effective way to augment in-house resources by bringing expertise to bear on
relevant business issues.

One management fear of outsourcing is the time risk of managing the provider.
That is, the concern that the provider will create a lot of work and hassle during
the service term. The business consulting paradigm that management fears is
the typical consultant who interviews personnel, holds meetings and stirs up lots
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of questions, all from an office with phone and network access that management
has set up for them.

In actuality, outsourced service providers in the waste industry actually are of
very little inconvenience to management or the front line staff. Most often, they
work remotely, from their own offices. Also, unlike many types of business
consultants, waste outsourced service providers implement and monitor their
recommendations. They don’t just drop a hefty report on management’s desk.
Lastly, since the outsourced service providers work directly with the hauler,
frontline staff has time freed up to focus on management’s strategic projects.

When an outsourced provider does come on site, it's early in the relationship and
is limited to a tour of each facility to “follow the waste” through to the containers
out back. Repeat visits, if any, go directly to the containers in order to monitor
actual usage levels just prior to being emptied. This occurs before 6:00 am or
after 7:00 pm at night.

Outsourcing agreements are typically three to five years in duration and are
designed to match or exceed the length of waste hauler contracts. An important
point to consider is that you are giving your outsourced provider more leverage
on your behalf if their agreement outlasts your waste vendor’s agreement. Most
firms who hire an outsourced service provider favor a five year agreement
because it keeps responsibility completely off their plate longer, freeing more
time up for other projects. Keep in mind that during the service term, the provider
will continue to manage your waste disposal and recycling plan, handle service
issues, negotiate new contracts and search for further savings.

It should be noted that an organization can hire a waste consultant if they are
hauler-direct, but not if they have a current agreement with a waste broker.
Waste broker agreements are exclusive. In these cases, the organization must
wait until they are in the broker renewal evaluation process.

WASTE BROKER

Waste brokers are outsourced service providers who make arrangements on
behalf of others to handle, transport, dispose or recover controlled waste, but do
not handle, transport or dispose or recover the waste themselves.

Specifically, waste brokers obtain waste management services for clients, handle
billing and act as advocates on issues such as price increases and missed
pickups.

Waste brokers are paid by marking up a discounted rate they’ve negotiated for a
client. The model is one of simplicity and convenience; the client sends one
check to the waste broker each month and drastically reduces their waste
management responsibilities.
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The broker will negotiate a collective agreement and manage the waste program
on behalf of a client. The broker provides consolidated invoicing and call center
and/or web-based customer service.

Many waste brokers are subsidiaries of waste haulers who, recognizing this
legitimate niche, have expanded into it in order to capture more profits.

Some brokers don’t work with waste vendors who aren’t a part of their network,
which presents the risk that some reputable vendors will be excluded from
providing you service.

When working with a broker, the client doesn’t actually enter into an agreement
with the haulers who service their locations. The contract is between the broker
and the hauler.

WASTE BROKER AGREEMENT ILLUSTRATION

Waste Disposal
Agreement

Service Agreement

Broker

TYPES OF FIRMS THAT USE WASTE BROKERS

1. Firms with multiple locations (50 to several thousand locations)

2. Firms with simple waste streams and predictable, steady volumes of
waste

Firms looking to simplify

Grocery Store Chains

Restaurant Chains

Retailers

o0k w
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WASTE CONSULTANT

Like brokers, waste consultants are also outsourced service providers who make
arrangements on behalf of others to handle, transport, dispose or recover
controlled waste, but do not handle, transport or dispose or recover the waste
themselves. Consultants may also provide consolidated invoicing and call center
and/or web-based customer service.

The most important differences between waste brokers and waste consultants
are ones of compensation and control.

While brokers are paid by marking up a discounted rate they've negotiated for a
client, waste consultants are most often paid for performance. For no upfront
fees, the consultant will review the client’s waste program and attempt to design
a more cost effective solution. The lower they drive an organization’s costs, the
more they earn - and the more the client saves. Since they are highly motivated
to drive costs to rock bottom levels, consultants are known for presenting
creative, viable solutions.

Waste consultants are successful in reducing client’s costs because they have
the incentive to focus on areas that firms have not had the time, talent,
knowledge, or inclination to attack. Many waste consultants have waste industry
or cost accounting background, and they zero in on the things that are often
overlooked by line management and the things that nobody gets around to
reviewing or changing due to more urgent or more critical pressures.

Any single one of these elements affords limited return to the organization if
fixed, but combined all these savings and fixes afford massive returns to the
company’s overall profits, both immediate and long term.

Furthermore, since many consultants ask for no upfront fees, they bear all of the
financial risk because they believe they will succeed in lowering costs. Some
larger waste consultant firms risk between $10,000 and $20,000 for every
$100,000 the client spends on waste.

When working with consultants, clients enjoy control just as if they were
operating hauler-direct. This is because the consultant acts as the client’s agent
while the client retains the ability to veto recommendations that may not make
business sense.
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WASTE CONSULTANT AGREEMENT ILLUSTRATION

Client Hauler

Service Agreement

Waste Disposal

Agreement

TYPES OF FIRMS THAT USE WASTE CONSULTANTS

1.
2.
3.

Firms motivated to maximize cost reductions

Firms with complex waste streams (manufacturing)

Firms with a specific, waste-related business issue (looking to improve
upon the success of their in-house resources)

4. Firms who have replaced waste brokers
5.
6. Small business owners

Firms with multiple locations (10 and up)

A NOTE ABOUT PAY FOR PERFORMANCE CONSULTANTS

Many firms have had experiences, both good and bad, with pay for performance
consultants specializing in such niches as telecom, energy, and accounts
receivable. To increase your chances of a positive outcome, we recommend you
negotiate the following contractual points when in discussions with pay for
performance consultants:

1.

2.

Ensure you are not obligated to pay for recommendations that you reject
for sound business reasons.

Ensure there are no up front costs. Make the consultant put his money
where his mouth is.

Ensure there are no hidden costs that will obligate you to pay
unexpectedly.
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FEATURE SUMMARY OF THE THREE TYPES OF WASTE
DISPOSAL PROGRAMS

A TYPICAL HAULER-DIRECT PROGRAM:

Rely heavily on biased hauler advice

Limited ability to focus beyond “low hanging fruit.”
60-365+ days to results

Limited consolidated billing

Call Center and\or Web-based support from hauler
Three to five year agreement required

A TYPICAL WASTE BROKER PROGRAM:

Rely on outsourced industry expertise

90-120 days to results

Mandatory consolidated billing

Call Center and\or Web-based support

Broker controls program — minimal client resource commitment
Five year agreement preferred

A TYPICAL WASTE CONSULTANT PROGRAM:

Rely on outsourced industry expertise

90-120 days to results

Optional consolidated billing

Call Center and\or Web-based support

Client retains control of program

Client approval of all savings recommendations

Minimal client resource commitment: limited to providing copies of hauler
paperwork, and one contact person per location

Five year agreement preferred, but cancelable if negligible savings found
Risk-Free Guarantee: Consultant only gets paid if he produces durable
and quantifiable savings.
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ELEMENTS OF AGOOD PROGRAM

PERSONNEL\TIME COMMITMENT

Waste is stigmatized because it's “low brow” and “out of sight, out of mind and put
out back.” Frankly, many firms are happy just to know that someone takes it away
regularly. This may seem an overly simplistic statement, but in our experience, it's
not.

We've found that more often than not, a firm “pays attention” to waste by
regularly looking at their waste invoices and bidding out the work. Many firms do
this in hopes of securing the best market price. Unfortunately, when it comes to
waste disposal and recycling, the haulers set the market price, not the
consumers.

Furthermore, other financial risks such as automatically renewing contracts,
uncontested rate hikes, incorrect billing that is not scrutinized properly, poor or no
price negotiations and other profit-stealing tactics are often ignored.

The bottom line is that no on-site manager, who has a thousand other tasks to
perform, can possibly adjust waste capacity nimbly enough to match volatility or,
in a mathematical manner, fine-tune the service levels, assess the impact of late
fees, fuel surcharges, and taxes, landfill prices and other components of the
hauler’s costs, and so much more.

So when a firm does decide to tackle their waste expenses, the project team is
faced with multiple priorities which erode their focus. In exchange for speed,
project teams tend to take short cuts that reduce savings, such as relying on the
hauler for advice. In exchange for accuracy, the project teams risking taking too
long to achieve results and the project losing momentum in the face of other
strategic priorities.

Most often, the project team is comprised of home office staff, such as
purchasing or environmental staff, while the day to day program management is
the responsibility of facilities or operations. These two groups must be
coordinated and work well together to determine specs and discuss issues. All
the while they will be challenged by their own sets of priorities and often-times
working remotely from one another and, particularly in manufacturing, often on
different shifts.

In exchange for speed, internal resources won't do their homework. Even those
that do aren’t industry experts like waste brokers and waste consultants. Site
surveys are often poorly designed, delegated to onsite personnel for lack of
budgeted travel or time, and often not done.
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When it comes to management approvals of results, those trading speed for
accuracy suffer from an aptly named computer programming term, “GIGO,” or
“garbage in — garbage out.” That is to say, the management team is given poor
information upon which to act.

TRADE-OFFS IN PROJECT TEAM SPEED VS. ACCURACY

Speed Accuracy
Manage Multiple Priorities Good Poor
Rely on Hauler for Advice Poor Good
Industry and Waste Stream Poor Moderate
Research
Site Surveys Poor Good
Management Approvals Moderate Good
Negotiations Good Good
Handoff to Ongoing Poor Moderate
Oversight

An area that almost never gets skimped on is price negotiations. Indeed, for
those going for speed, it's often all they can do. However, the idea with price
negotiations is to do your homework so you’re doing more than just asking your
hauler, “Please, would you lower your profit margin?”

The last key personnel issue is the hand-off from cost containment project team
to those who will have on-going oversight of the new waste program. These two
areas must coordinate well in order for the new program to work. At firms with
multiple locations, this is very hard to pull off - especially since project teams
typically dissolve shortly after negotiations are finalized.

INDUSTRY EXPERTISE

Relying too heavily on haulers for industry expertise is a significant risk. This is
akin to the fox guarding the hen house - it's a true conflict of interest. Waste
haulers have virtually no economic incentive to help clients optimize costs
because they make money on each partially full dumpster; for each time they
bring a truck on site; and for clients relying on outmoded technology.

In fact, waste haulers operate under an operating efficiency strategy, or one that
Harvard’'s Michael Porter would call a cost leadership strategy. Waste haulers
and recyclers execute this cost leadership strategy by improving process
efficiencies (trucks and other equipment and routing), and vertical integration
decisions (owning landfills), or avoiding some costs altogether.
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If haulers work collaboratively or follow a consultative sales process with their
clients, they are reducing their own profits. Despite claims to the contrary, hauler
representatives do not and will not do this. The onus is completely on the client to
educate itself in order to hold the hauler accountable. We have shown this rarely
happens. In fact, with waste costs paling in comparison to truly strategic
pressures such as the competition, top-line revenue, and employee benefit costs,
most firms fail to optimize their waste expenses because they are focusing, and
rightly so, on higher priorities.

MICHAEL PORTER'S GENERIC STRATEGIES

Advantage
Target Scope
Low Cost Product Uniqueness
Waste Vendors
—
Broad Cost Leadership Differentiation
(Industry Wide) Strategy Strategy
Recyclers, Data
_ Destruction,
Narrow Focus Focus Hazardous Waste,
(Market Segment) Strategy Strategy etc.
(low cost) (differentiation)

Michael E. Porter Competitive Strategy: Techniques for Analyzing Industries and Competitors

Despite it's “low brow” stigma, we contend that waste disposal is deceptively
complex. Those savvy enough to engage in cost containment initiatives must
respect the fact that waste disposal is highly complex, highly technical and highly
regulated.

Below are 24 questions that we’ve determined every solid waste management
expert must be able to answer in order to effectively reduce and contain costs.

These represent just some of the more important — yet complicated questions facing
a strong waste disposal program. If your internal resources cannot answer the
guestions below, then your organization is not at all equipped to successfully reduce
your current costs.
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24 Questions In-House Waste Experts Should Know How To Answer

1.
2.

What is going to happen to prices in 6, 12, 24, 26 months?

What controls can assure me consistent, competitive pricing over the
long haul?

How are “waste-bans” and new state and federal laws impacting our
costs and liability?

What gives better long-term protection from liability — landfills or
incinerators?

What leverage do | have in negotiating a contract?

What pressures are waste vendors facing that may benefit me?

Is it less expensive to keep one vendor for all waste streams?

Can | take advantage of any spot markets for recycling?

What is the relationship between hauler and landfill?

Can | partner with a neighbor and get a better price?

For how long should I lock in a price?

What is the hauler mark-up?

Can the hauler’s costs be reduced?

Does bidding help us get the lowest prices or does it costs us?

Will more efficient equipment save money, time, labor, etc.?

Should | use re-conditioned equipment?

Should | sign a hauler’s contract?

Where am | losing money in my current waste disposal system?
Should | renegotiate my current contract now or later?

Is my invoice accurate?

What fees, taxes, tariffs and other charges am | really responsible for?
What technology would enhance the efficiency of my current system?
Can we recycle anything that we’re not recycling?

What incentives do my vendor’s reps get as a part of their compensation
that | can use in negotiations?

CONTROL OF PROGRAM

Day to day control of the waste disposal and recycling program is another key issue.
Obviously there is concern with hazardous waste and other special and regulated waste
streams. A surprising number of firms are unaware that they are legally responsible for
their waste even after it's buried in the landfill.

There’s more than just the legal rationale for control, however. While control is obviously
a non-issue with the hauler-direct model of cost containment, it is a big risk when
working with waste brokers, but surprisingly not with waste consultants. Transparency is
the actual theme for the risks associated with the waste broker model.
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Transparent pricing is the biggest risk. When working with a broker, the client doesn’t
actually enter into an agreement with the haulers who service their locations. The
contract is between the broker and the waste hauler. This means the client does not
know what the broker’'s mark up is. Sure the costs are lower than they were before, but
they aren’t as low as they could be.

Transparency in the actual program management is the next risk. Brokers’ main claim to
fame is that they lower prices. However, since they do manage the day- to- day waste
program, it is not uncommon for them to compromise the integrity of the waste
collection services in order to save their clients money. This will be discussed in more
detail in the Hauler Affinity section below. For now suffice it to say that ultimately these
types of practices are losers. The client is irritated by the mess, their vendor’s and
customer’s opinions are impacted negatively, and the hauler gets the blame.

CONSOLIDATED BILLING

For firms with multiple locations, consolidated billing is both a convenience and a cost-
saving measure in itself. It makes sense to explore consolidated billing if an
organization has a centralized accounts payable structure. In this case, it is likely that
the organization will be aware of its cost to process and pay bills so as to make an
intelligent decision. For comparison’s sake, consolidated billing is offered by some
waste consultants for around $8 per location per month.

The hauler-direct model’s consolidated billing options are more limited than those
offered by waste brokers and waste consultants. In hauler-direct, a smaller vendor may
not even offer consolidated billing. Larger waste vendors offer consolidated billing, but
only for the locations they actually service. But a firm who has multiple locations is likely
to have multiple haulers. This is especially true if each location or region is responsible
for selecting its own waste vendors.

Haulers meet this need with their “National Account” programs by sub-contracting with
other haulers who operate where they don’t. This allows the hauler to offer consolidating
billing and simplify account management. The downside to this model is that these extra
layers add costs — costs that are passed on to the client. On the other hand, both waste
brokers and consultants are structurally able to consolidate bills from multiple vendors
without adding additional costs.

HAULER AFFINITY

As we touched on in Industry Expertise, some brokers go to unreasonable lengths in
order to save their clients money. In response, Waste Management Inc. (WMI), the
world’s largest waste disposal company announced drastic steps in 2001 to eliminate
late payments and other inconsistencies within the waste broker portion of its business.
“[Some of] our brokers were slow payers, and some were not paying us at all,” said
WMI's VP of Sales.
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As a Waste Management executive put it, “In some cases, the broker might try to save
the customer money by picking up only three times per week when the customer needs
four pickups. When people drive by [and notice a mess], all they see is the Waste
Management logo.”

Firms considering outsourcing should evaluate the risks associated with partnering with
a provider that haulers have blacklisted. This is not often easy to do. If you ask the
hauler, they will often extend a token price increase in an effort to retain the business.
Firms should not accept this concession because it will nullify most of their further
negotiating leverage.

Changing vendors is also a sticky issue that can impact the hauler’s attitude toward an
organization’s customer service. Doing so frequently will gain the organization a
reputation among haulers. At the very minimum, the current vendor should get a clear
shot at retaining the business.

Additionally, a vendor change is a disruptive event that needs to be timed and executed
very well. No one wants garbage all over the parking lot, or the production line shut
down because the new dumpsters weren't delivered. Waste consultants cannot impose
a vendor change because their client must approve all their recommendations. Waste
brokers, on the other hand, can swap vendors much more freely.

CLIENT SATISFACTION

As always, measuring satisfaction is a tricky and entirely subjective. For example, many
hauler-direct firms report being very happy, but they have not examined their
outsourcing options and so have nothing to compare their satisfaction to. Or the front
line is satisfied because management approved a 25% reduction, when an industry
expert could have driven a 40% reduction.

The question to ask and answer is, “How do you quantify your satisfaction?” It is up to
each organization to determine the metrics it values most and determine which cost
reduction avenue to pursue. Is it hard dollar savings or simplification and freeing up
time? Or is it customer service-type metrics such as low volumes of complaints and high
compliance with scheduled pick up times?

It should be noted that firms that have had a bad experience with a broker have long
memories and rarely go back. A Fortune 10 executive described their experience as
“three years of pain.” And the engagement was over 10 years ago. The lesson to learn
is that occasionally the program control issue can really sting an organization.

However, to be fair, the broker model works well for some business models. There is a
legitimate reason that Oakleaf Waste Management LLC, the largest waste broker has
annual sales topping $250,000,000. In fact, Ann Taylor has been with their broker for six
years and Duane Reade has been with theirs for eight.
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TYPICAL LEVELS OF SAVINGS

Due to the local market nature of waste disposal, it's hard to talk about savings levels in
terms of industry averages and such. However, we will summarize the savings levels of
each model. We will also discuss what it takes to achieve maximum levels of savings.

Savings levels vary the most with hauler-direct firms. Results depend upon the scope of
the project. Most often hauler-direct firms achieve sub par savings by limiting the scope
of their cost reduction projects and the time they have to focus on the project. It is not
uncommon for a firm to limit scope to one or two waste streams or facilities, rather than
tackle them all. Further, even assuming that project teams conduct sound research into
cost reduction options, their lack of industry expertise will lessen results.

Waste brokers will definitely produce savings through their bargaining power, but
maximum savings will not be passed along because they must mark up the rates in
order to make a profit. Typical savings range from 20% to 40% company wide.
Furthermore, brokers’ broad brush approach to negotiations will not ensure the lowest
prices in all possible markets.

Waste consultants will drive the deepest levels of savings, ranging from 20% to 65%
company wide. Because they are motivated to design custom waste disposal plans
location by location, it's not uncommon for consultants to maximize local market
opportunities to the extent that some individual locations may see some recycling waste
streams become a profit center.
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SUMMARY CHART OF THE ELEMENTS OF A GOOD
PROGRAM:

THE PROS AND CONS OF EACH OF THE THREE MODELS

Notes Hauler-direct Waste Waste
Broker Consultant

Personnel\Time . Research Poor Good Good
Commitment . Due Diligence (or Good if firm

. Project work has a

. Negotiations dedicated staff

. Approvals focused on

. Oversight waste)
Industry . Technical Poor Good Good
Expertise knowledge

Industry savvy

Control Of - Transparency Good Poor Good
Program - Day to day oversight
Consolidated - Brokers and Moderate Good Good
Billing Consultants can

consolidate bills from
multiple vendors

Hauler Affinity - Impacts on customer Good Poor Moderate
service

- Some brokers don’t
pay haulers properly

Client - Are clients prone to Moderate Poor Good
Satisfaction renew\recommend\

continue to pursue?
Typical Levels Of | . Hauler-direct risks Moderate Good Good
Savings sub-par execution

- Broker risk is hidden

markups
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CONCLUSIONS

Firms that fail to address their waste disposal,
recycling and by-product disposal programs are
limiting their profits

Today's fast moving business climate
encompasses rapid technology advancement,
interpretation of regulations and a diverse waste
management industry. When you factor in issues
reduced staffing, higher operating costs, and
shrinking budgets, financial departments are
continually asked to do more with less. Therefore
companies who simply conduct business as

are missing out on myriad opportunities: to save
money, streamline their processes, reduce risk
minimize waste, and, in some cases to generate
streams of revenue.

However, most companies simply don't have the
resources or tools necessary to properly source
their products and services. So, financial
departments invariably turn their focus to visible
projects and high-dollar line items, and only
notice the less obvious areas when a critical
forces their attention.

This approach can significantly hurt your bottom

How much can your company save on solid
waste management expenses? To find out,
contact us today to schedule your free, no-risk
consultation with Midas Management Consulting.
discrete, non-invasive audit requires no initial
financial outlay, and will not disrupt your daily
operations. And our results are fully backed by
best guarantee in the industry: No Savings, No

(608) 270-9688
www.midasmanagementconsulting.com
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Most firms are unaware
that they are overpaying for
waste disposal and
recycling.

Reducing waste expenses
will be a necessary activity
for companies wanting to
increase gross profits.

The key to a well-executed
strategy is technical
industry knowledge, and
the ability to focus and to
implement changes quickly
and continuously.

Waste is deceptively
complex and success
hinges upon capably
handing seven key
elements.

While hauler-direct cost
reductions can be very
effective, they are
successful only if the firm is
willing to commit the
resources necessary to
establish a strong program.
Those firms that recognize
the limitations of their in-
house resources will have
the greatest success.

Outsourcing is the best
option for most companies.
Primarily because waste
disposal and recycling are
rarely of strategic
importance for any
business. With little to no
risk, firms can keep
personnel focused on core
competencies and benefit
from expertise they lack in-
house.

Compared to brokers,
waste consultants offer
clients the best chance to
drive superior results.
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